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NEGOTIATING THE ITALIAN PENSION REFORM
WITH THE UNIONS: LESSONS FOR CORPORATIST THEORY

LUCIO BACCARO*

Using field research at both the national and the local levels, the author
reconstructs the process that led to pension reform in Italy. This reconstruction
becomes the basis for a critical re-examination of corporatist theory, which has
recently been challenged by the emergence of social pacts in a host of “unlikely”
countries, including Italy. The author argues that the theory’s traditional
emphasis on hierarchical and internally undemocratic interest groups is funda-
mentally at odds with the particular organizational mechanisms through which
consensus was mobilized among both middle-level union structures and rank-
and-file workers in Italy. In contrast with standard neo-corporatist theory, the
Italian pension reform shows that organizational democracy, far from weaken-
ing the hands of reformist union leaders, may actually strengthen them.

P oliticians throughout continental Eu-
rope are quicklylearning, often at their
own expense, that implementing what is
arguably one of Europe’s most urgent policy
priorities, pension reform (Boldrin et al.
1999), requires engaging in negotiations
with the trade unions. Several highly pub-
licized examples of failed or stalled reform
in Italy (1994), France (1995), and Ger-
many (1997) show, in fact, that the unilat-
eral imposition of pension cuts may not
represent a feasible option for most conti-
nental governments.

*Lucio Baccaro is Senior Research Officer, Inter-
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International Conference of Europeanists (Chicago,
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In sharp contrast with these experiences
of stalemate or failure are other examples
of pension reforms, particularly in Italy
(1995) and Spain (1997), butalso in France
(1993), Austria (1997), and Finland (1999),
which were more or less pacifically adopted
(Myles and Pierson 2001; Reynaud 2000;
Kalisch and Aman 1998). All of these “suc-
cessful” reforms took a neo-corporatist
form,! in the sense that they were based on
centralized agreements between govern-
ment and the “social partners” (business
and labor) or even, as in the case of Italy
and Spain, between governments and the
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union movements alone. Negotiated re-
forms of this kind are often criticized by
professional economists as partial and in-
adequate attempts to slow down the growth
of future pension expenditures (see, for
example, Padoa Schioppa Kostoris 1996;
Rostagno 1996; Herce and Alonso 1998;
Bonin et al. 1999). At the same time, how-
ever, they are not purely cosmetic. For
example, all of the concerted reformslisted
above established stricter links between
contributions and benefits, tightened eligi-
bility rules (especially for early pensions),
and lowered replacement rates, that is, ra-
tios between pension benefits and previous
wages/salaries. More important, unlike
other reform attempts that were perhaps
more incisive on paper but proved politi-
cally unsustainable, these negotiated re-
forms were actually implemented.
Drawing on both conventional historical
research methods and interviews carried
out in 1996 and 1997, in this paper I focus
on the Italian pension reform. For several
reasons, the Italian case is interesting and
worth examining in detail. First, compared
with other pension reforms in recent years,
the Italian reform stands out as one of the
most ambitious in the long run, according
to various observers (Myles and Pierson
2001; Reynaud 2000). Second, the Italian
unions’ involvement in pension reform was
probably the most extensive in compara-
tive perspective. In other cases of negoti-
ated pension reform, the union movement
has typically been just one of several actors
involved in the process (the others being
government, business associations, and so-
cial security experts), and its main action
has been to negotiate over details. The
Italian unions, in contrast, contributed
decisively to the design of the new system
(Lapadula and Patriarca 1995). Third, and

2The paper is based on 45 field interviews with a
total of 57 people, mostly union leaders at the na-
tional, regional, and workplace levels, but also man-
agers, employer representatives, and public servants.
The interviews were held between July 1996 and July
1997. The list of interviewees is available from the
author upon request.

perhaps most important, such extensive
involvement of the Italian labor movement
stands out as surprising, to say the least.
Due to its fragmented and highly conflictual
industrial relations structure, Italy has, in
fact, long been depicted as the “least likely
case” for neo-corporatist policy-making
(see, for example, Flanagan et al. 1983;
Tarantelli 1986). Hence, close examina-
tion of the Italian pension reform provides
an opportunity to critically re-examine cor-
poratist theory and understand what parts
of it, if any, need to be amended in light of
the recent re-emergence of concerted
policy-making in Europe (Fejertag and
Pochet 1996, 2000; Ebbinghaus and Hassel
2000; Regini 2000; Rhodes 2001).

The Politics of Pension Reform

Europe

The recent experience of several Euro-
pean countries shows that trade unions are
key actors in pension reform and that their
support or opposition is often decisive in
determining the fate of reform attempts.
In 1995, for example, a newly appointed
French government led by Alain Juppé,
supported by a solid parliamentary major-
ity and backed by a politically homoge-
neous and like-minded president, had to
scrap its plans to increase retirement age
and strengthen the link between the contri-
butions and benefits in the public sector
due to the emergence of what was probably
France’s largest protest movement since
May 1968 (Bonoli 1997; Piotet 1997). Two
years later, the government was voted out
of office. In Italy, the government of Silvio
Berlusconi saw its parliamentary majority
quickly unravel in 1994 under the pressure
of massive union protest against its pro-
posed pension reform. Like his French
colleague, Berlusconi failed to gain re-elec-
tion two years afterward. In Germany, the
Kohl government managed in 1997 to im-
pose minor pension cuts (for example, a
staged increase in early retirement age) on
a recalcitrant labor movement. However,
these and other social security adjustments
(like reductions in sick pay entitlements)
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proved to be not only politically counter-
productive, but also short-lived. The “red-
green” coalition elected in 1998 promised
in its electoral campaign to repeal them
(Schulten 1998). As a result, the effects of
the 1997 reform were “frozen” when the
new government came to power (Charpin
1999, Chap. 4).

In contrast with these failed reform at-
tempts are various examples of negotiated
reforms that were successfully pushed
through. In Spain, the 1997 Law of Con-
solidation of Social Security—a law that
extended the number of contribution years
for the calculation of pensions from 8 to 15
and reduced the yield rate of the first 15
years of contribution from 4% to 3.33%
(Gonzales-Paramo 1998; Herce and Alonso
1998)—was preceded in 1996 by an agree-
ment between government and the two
most representative union confederations
(Guillén 1999; Fidalgo 1997). This agree-
ment, in turn, sought to implement the
recommendations of a special parliamen-
tary committee whose meetings had been
attended by academic experts and repre-
sentatives of the social partners as well.
The final report of this committee, often
referred to as the “Toledo Pact,” received
almost unanimous approval by Parliament
in 1995 (Irazusta and Sierra 1996; Pérez
Amoros 1997).

In 1993 the French government passed a
reform of private sector pensions that in-
creased from 37.5 to 40 the number of
contribution years needed for a full pen-
sion, extended from 10 to 25 “best” years
the reference period on which pension
benefits were calculated, and shifted the
indexation of pensions from wages (more
favorable) to prices (less favorable). But
the government’s attempt, two years later,
to extend these measures to the public
sector was soundly thrashed by protests.
The content of the two reforms was largely
the same; the style of policy, however, was
remarkably different. Whereas the 1993
reform was negotiated with the unions and
included measures that helped expand its
basis of consensus (like a clearer separa-
tion between insurance measures to be fi-
nanced through social security contribu-

tions and welfare transfers to be financed
through general taxation), the 1995 initia-
tive was a “reforme par ordonnance,” that
is, imposed from above by the executive
and largely kept secret until the time of its
official proclamation (Bonoli 1997).?

A recent review of comparative pension
politics argues that “only rarely does re-
form come about through a process of uni-
lateral legislation by the government of the
day ... ‘negotiated settlements’ . . . are the
usual political mechanisms for redesigning
pension policies” (Myles and Pierson
2000:306). Pension reform is highly un-
popular. Onlyinfrequently do governments
agree to assume exclusive responsibility for
it. The one case in which this happened
was the 1986 privatization of SERPS (the
State EarningsRelated Pension Scheme) in
the United Kingdom. Unlike other pay-as-
you-go systems, however,* SERPS was in its
early stages of maturity. In fact, the first
payments to the scheme had been made in
1978. In other words, the pension credits
accumulated in the scheme still represented
only a marginal amount. Also, the govern-
ment agreed to take this debit onto itself
and to repay it through tax revenues. Even
so, privatization of SERPS was not without
problems (Pierson 1994). The 1994 re-
form of the supplementary pension funds
(ATP) in Sweden also shows that govern-
ments may dispense with explicit union

80ther countries where concerted reforms were
recently implemented include Austria, whose 1997
pension reform “was the product of prolonged bar-
gaining between the government and the unions”
(Myles and Pierson 2001:322), and Finland. In Fin-
land, the 1999 reform of private sector early retire-
ment pensions, negotiated by the social partners,
sought to discourage employers from using early
retirement for restructuring purposes (by increasing
employer contributions to unemployment pensions)
and also sought to make it more costly for employees
to opt for early retirement (by cutting the level of
benefits for those born after 1944); see Hietanen
(1999).

*Pay-as-you-go schemes are based on a pact be-
tween the active and retired generations such that
current pension outlays are paid through current
receipts (thatis, the monetary contributions of active
workers).
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consensus when they are able to build over-
sized, “grand” parliamentary coalitions that
include both ruling and opposition parties.
In Sweden, the ruling bourgeois govern-
mentbuilt an alliance with the social-demo-
cratic party. This alliance allowed it to
overcome the opposition of both the blue-
collar and white-collar union confedera-
tions (Anderson 1998).

More often, however, governments can
neither marshal the parliamentary strength
needed to explicitly defy social opposition
nor build grand coalitions to support their
reform plans. Thus constrained, they seek
to enlarge their basis of consensus by bring-
ing other social actors on board. Union
involvement appears to be especially im-
portant for governments, as unions some-
times control millions of workers and po-
tential voters. Their participation greatly
increases the legitimacy and, hence, politi-
cal feasibility of reform. The example of
Italy neatly illustrates this last point.

Italy

In the early 1990s, the Italian pension
system was among the most expensive, com-
plicated, and inequitable in Europe (Cecco
and Pizzuti 1994). Not only did it suffer
from many of the problems common to
other pay-as-you-go systems—declining fer-
tility rates, growing life expectancy, slug-
gish employment growth, and shorter con-
tribution periods (Kalish and Amman
1998)—but it was also burdened by costly
features that were unique to it (Censis
1991:434; Castellino 1996a; Istat 1997:27-
29). Historically, public sector workers
benefited most from this system, but over
time, private sector workers managed to
catch up, at least partially (see Regini and
Regonini 1981; Turone 1992:357-62).

Perhaps the most striking peculiarity of
the Italian system, and also the main cause
of the disparities it engendered, was the so-
called “seniority pension” (pensione di
anzianita). Originally introduced for pub-
lic-sector employees in 1956, seniority pen-
sions were extended to industrial workers
in the mid- to late 1960s. They allowed
workers to retire before they had reached

the minimum retirement age as long as
they had been insured for a certain number
of'years. This number varied greatly across
categories: from 35 years for industrial
workers to 20 years for male public-sector
employees (15 years for married women or
women with children).

Beginning in the late 1970s, virtually
every Italian government sought to reform
the pension system. Yet, none of these
reform projects ever saw the light of day.
All were blocked by a peculiar alliance (or
“iron triangle”) among members of the
Parliamentary Commission on Pension
Reform (affiliated with both the majority
and the opposition parties), various inter-
est groups, and managers of INPS, the na-
tional social security institute (see Regonini
1996). In fact, the major legislative reform
passed in these years—the 1990 extension
of the “defined benefit” method to the self-
employed—turned out to be among the
most expensive of all in terms of projected
expenditures (Castellino 1996b, Table 2.13,
p. 133).

Serious attempts at reform only began in
1992. Faced with a massive financial cri-
sis—which, in September, forced the Lira
out of the European Monetary System
(Vaciago 1993)—the Amato government
introduced an emergency plan of fiscal sta-
bilization thatincluded, among other mea-
sures, a thorough reform of the pension
system (INPS 1993:47-60). There was no
formal concertation between government
and unions on the Amato reform. How-
ever, the unions did not oppose it.?

While the Amato reform changed the
Italian pension system considerably (par-

®Although they clearly perceived that workers were
dissatisfied with the 1992 reform (as witnessed by
several spontaneous strikes throughout northern
Italy), Italy’s three major confederal unions, the CGIL,
CISL, and UIL, never organized a national strike.
The confederal unions held fast, however, against
Amato’s intention to raise the requirement for se-
niority pensions from 35 to 36 years of contributions.
After informally consulting with the unions, the gov-
ernment was forced to withdraw this additional modi-
fication (Cazzola 1995:55).



THE ITALIAN PENSION REFORM AND THE UNIONS 417

ticularly in the long term), it also left sev-
eral key issues unresolved (see Castellino
1996a). In particular, because this reform
retained the 35-year threshold for seniority
pensions while making all other require-
ments more stringent, it created perverse
incentives for workers to retire as soon as
possible. As a result of the Amato reform,
in fact, the present value of pension pay-
ments received by workers retiring at the
age of 65 after 43 years of work were 23%
lower that if these same workers retired at
the age of 57 after 35 years’ work, all else
equal (Banca d’Italia 1995, Table 1, p. 17).

It is exactly this problem of seniority
pensions, as well as the general problem of
overly generous accrual rates, that the cen-
ter-right government of Silvio Berlusconi,
with the backing of Italy’s organized busi-
ness association, the Confindustria, set out
to address in 1994. The inclusion of unilat-
eral pension cuts in the resulting plan,
however, stirred up a hornet’s nest. The
three confederal unions (CGIL, CISL, and
UIL) responded to the Berlusconi initia-
tive by mobilizing social opposition. On
October 14, 1994, they organized a general
strike and massive street demonstrations in
all major cities to protest the government’s
plan. An estimated three million workers
participated in this strike. On November
12, 1994, the unions organized a new mass
demonstration in Rome to protest the
government’s staunch refusal to bargain
with them. About 1.5 million people par-
ticipated. This nation-wide protest was fol-
lowed in the next few days by other, more
limited strikes in various plants and cities
throughout the country.

Due to these massive protests, the parlia-
mentary coalition supporting the
Berlusconi government began to unravel.
Even the Confindustria asked the govern-
ment to resume dialogue with the trade
unions. The employers feared, in fact, that
the atmosphere of intense social confron-
tation that had emerged in the country
would negatively affect industrial relations
at the company or plant levels as well. The
three confederal unions proclaimed a new
strike for December 2, 1994. The night
before that date, however, the government

signed an agreement with the three
confederal unions, and the strike was called
off. The agreement bound the govern-
ment to scrap all the most important re-
form measures, particularly the reform of
seniority pensions. A few days after capitu-
lating on pensions, the Berlusconi govern-
ment resigned.

The new “technocratic” government led
by Lamberto Dinilacked a clear parliamen-
tary majority. Partly due to its intrinsic
weakness, this government sought to deal
with the hot potato of pension reform by
negotiating intensively with the social part-
ners, and particularly with the three
confederal unions. In May 1995, after three
months of bargaining, an accord was signed
by the parties and sent to Parliament for
approval. The new reform contained vari-
ous structural innovations. For example, it
introduced a new method for the calcula-
tion of pension benefits, which sought to
simulate a funded model within a pay-as-
you-go system. In other words, pension
payments were no longer based on previ-
ous earnings but rather on (appropriately
capitalized) contributions accumulated by
each worker. Also, seniority pensions were
gradually phased out and a flexible retire-
ment age between 57 and 65 was intro-
duced in their place. Since the amount of
pensions was strictly linked to the amount
of contributions, those who had longer
contribution periods would receive higher
pensions. Moreover, the reform introduced
financial penalties for those retiring before
the age of 62.°

SImplementation of the Dini reform was intended
to be extremely gradual over time. In fact, the new
rules applied in their entirety only to newly hired
workers. Workers who had been insured for less than
18 years would have their pensions determined
through a mixed system that combined the old (pre-
1995) rules and the new rules. Workers who had been
insured for at least 18 years at the time of approval
would be subject to the old rules. The three-tier
system had originally been introduced by the Amato
reform of 1992, which contained different rules for
new workers, workers with less than 15 years of insur-
ance, and workers with more than 15 years (see INPS
1993, Chap. 2).
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Among other things, the reform intro-
duced more stringent rules regulating the
access to seniority pensions. To qualify for
seniority pensions, workers were now re-
quired to reach aminimum age (52 yearsin
1996, to be gradually increased to 57 in
2008) in addition to the 35-year insurance
period. Alternatively, they were required
to work for an increased number of years
(361in 1996, to be gradually increased to 40
in 2008) independent of age at retirement.

The process that led to approval of the
Dinireform was not without complications.
Early in the bargaining process, Con-
findustria withdrew from negotiations, and
later it refused to sign the accord, arguing
that the reform did not reduce, and in fact
slightly increased, social security contribu-
tions (which are mostly paid by employers
and constitute a sizable portion of labor
costs). Confindustria also argued that a
reform guaranteeing an approximate re-
placement rate of 62% of the last wage did
not leave enough room for the establish-
ment of supplementary, privately owned
pension funds.

Even among workers, however, the Dini
reform did not go uncontested. In particu-
lar, the tightening of requirements for se-
niority pensions generated considerable
opposition in most industrial plants in
northern Italy. Yet the reform was ulti-
mately ratified by a majority of the Italian
workers. After tentativelysigning the agree-
ment, the three confederal unions set up
42,000 workplace assemblies to discuss the
accord with the rank-and-file workers. Be-
tween May 30 and June 1, 1995, they also
organized a secret ballot referendum on
the contents of the pension agreement.
Elections were held in 49,000 different lo-
cations throughout Italy, including plants,
offices, union locals, and municipalities.
Active workers (both union and non-union
members), the unemployed, and pension-
erswere all allowed to vote. Four and a half
million people voted, and 64% of them
approved the reform.

The process through which pension re-
form was first discussed and then even voted
upon by Italy’s rank-and-file workers stands
in stark contrast with the analyses and pre-

scriptions of corporatist theory (Lange
1984). According to this theory, policiesin
which workers are asked to voluntarily give
up sure benefits in exchange for uncertain
future rewards can be successfully imple-
mented only when the structure of the in-
terestrepresentation system limits the rank-
and-file’s capacity toinfluence union policy
either by defecting to competitive organi-
zations or by voicing their concerns in the
internal decision-making process. In con-
trast with these traditional views, Italy’s
“democratic” process of decision-making
proved quite important in building con-
sensus for pension reform. The next sec-
tion examines exactly how consensus for
the Italian pension reform was generated
and what consequences this process might
have for our understanding of corporatist
policy-making.

Toward a New Theory
of “Democratic” Corporatism?

Corporatist Theory Revisited

Neo-corporatist theory provides a per-
suasive account for why a weak government
faced with the need to implement a highly
unpopular policy reform could find it ex-
pedient to include broadly representative
social groups in the policy-making process
(Lehmbruch 1979; Pizzorno 1978). Politi-
cians seek, as much as possible, to avoid
assuming direct responsibility for policies
that take something away from people
(Pierson 1994, 1997), particularly when the
structure of party competition is such that
opposition parties can credibly present
themselves as defenders of acquired rights
(Kitschelt 2001). Examined from this point
of view, reform of a pay-as-you-go pension
system appears especially difficult, since
the truest beneficiaries of this reform are
the future generations who, as a result of
reform, will have to repay a lower pension
debt. By definition, these beneficiaries do
not vote and cannot reward their political
sponsors.

In similar circumstances, labor unions
may be precious allies for governments,
since their inclusion is likely both to in-
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crease the legitimacy of policy and to acti-
vate alternative, non—party-based, mecha-
nisms of consensus mobilization
(Lehmbruch 1979; Pizzorno 1978). In Italy,
the presence of quarrelsome governmental
coalitions based on a multiplicity of parties
in constant competition with one another
and relying on slim parliamentary majori-
ties (or even, as in the case of the “techno-
cratic” governments of the early to mid-
1990s, devoid of clear and stable majori-
ties) rendered interest-group inclusion in
all major policy reforms, not just pension
reform, almost a functional necessity (see
Salvati 2000).

Notice that labor consensus seems to be
more important for government than busi-
ness consensus. Employer associations rep-
resent, at best, thousands of firms. Labor
unions organize millions of potential vot-
ers. It is perhaps for this reason that both
the Italian and Spanish pension reforms
were negotiated only by government and
the unions, while the employer associa-
tions refused to sign the final agreements
(on Spain: Guillén 1999; Fidalgo 1997). In
both cases, employers argued that the ac-
cords did not reduce social security contri-
butions.

As to why the unions may willingly par-
ticipate in the adoption and implementa-
tion of policies that bring short-term losses
rather than benefits to their members, one
explanation suggested by neo-corporatist
theory involves the “encompassingness” of
some unions: because some unions repre-
sent a large cross-section of the entire
economy rather than purely sectional
groups, they may directly experience the
negative consequences of the status quo
and may thus be willing—certainly more
willing than, say, craft-based or industry-
specific organizations—to participate in
reformattempts (Olson 1982; Crouch 1985;
Tarantelli 1986; Myles and Pierson 2001:332—
35). Another line of argument focuses on
the credibility of the government’s threat
of unilateral action in case the unionsrefuse
to cooperate (see, for example, Visser and
Hemerijck 1997; Van Wijnbergen 1999).
Still another argument emphasizes the im-
portance of external constraints like trade

openness or European monetary integra-
tion in promoting cooperation among do-
mestic actors (Katzenstein 1985; Dyson and
Featherstone 1996; Dore 1994:8).

The presence of all three conditions (en-
compassing organizations, a credible threat
of government action, and external con-
straints) neatly accounts for, and virtually
“overdetermines,” the Italian unions’ choice
to cooperate. First, the Italian unions are,
in fact, of the encompassing kind. They are
organized on the basis of confederations
representing both blue- and white-collar
workers in all sectors of the economy simul-
taneously. Second, given the government’s
attempt to impose pension reform unilat-
erally in 1994, unions could easily have
supposed that if they failed to reform the
pension system on terms they were com-
fortable with, a future government might
try again—with perhaps more success—to
marginalize them. Finally, provisions of
the Maastricht Treaty (a treaty that forced
governments to reduce their public deficits
and debts if they wanted to qualify for the
European single currency) were clearly
important in mobilizing consensus for fis-
cal consolidation.

Concerning membership compliance
with organizational policies, the neo-cor-
poratist literature of the 1970s and 1980s
implicitly assumed and sometimes explic-
itly argued that for union organizations to
ensure rank-and-file acquiescence to aus-
terity policy, union leaders had to be
equipped with the capacity to impose on
workers a series of outcomes they mightnot
voluntarily subscribe to (Schmitter 1979;
Panitch 1979; Pizzorno 1978; Wolfe 1985;
Streeck 1994). In other words, the labor
movements best positioned to participate
in concertative policy-making were those in
which rank-and-file influence over organi-
zational policy and decision-making was
reduced to a minimum through a variety of
institutional arrangements like compulsory
or semi-compulsory membership, legal rec-
ognition, automatic collection of union
dues, and public financing. All of these
arrangements aimed at making union orga-
nizations as much as possible independent,
both financially and politically, from direct
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membership support (see also Offe 1981).
The underlying assumption was that work-
ers, if left free to shape union policy, would
make “irresponsible” demands or create
the pluralist scenario of single-purpose,
competitive organizations engaged in sys-
tematically plundering public resources.

Few scholars empirically researched the
internal structures and processes of unions
engaging in neo-corporatist policy-making.
Those who did, however, were rarely able
to validate the views summarized above.
Only in Germany—a country in which na-
tional concertation was not a stable feature
of the institutional landscape—did empiri-
cal research find a certain tendency of la-
bor unions to develop some of the organi-
zational characteristics of corporatist
groups, such as increased professionali-
zation of union representatives, increased
concentration of full-time officials in the
peak organizational structures, and
greater time lags between consecutive
union conventions (see Streeck 1982).
None of this, however, is even compa-
rable to the “singular, compulsory, non-
competitive, hierarchically ordered and
functionally differentiated categories”
that figure prominently in Philippe
Schmitter’s seminal definition of
corporatism (Schmitter 1979 [1974]:13).

In Norway, rank-and-file members ap-
peared to have ample opportunities to in-
fluence the choices of union leaders, in-
cluding the right to ratify or reject collec-
tive bargaining agreements through bind-
ing referenda. Perhaps more important,
these internal arrangements appeared to
increase, not diminish, the legitimacy and
stability of concertation (Lange 1984). In
Sweden, often referred to as the model of a
concerted economy, a detailed study of the
internal process within LO, the blue-collar
confederation, came to the conclusion that
therelationship between union leadersand
members was one of “interactive democ-
racy” (Lewin 1980). In other words, union
leaders educated their constituents through
communication and pedagogy as to the
advantages of policies (like the policy of
egalitarian wages) that at first sight ap-
peared to imply losses for workers.

Interest Aggregation through
“Democratic” Decision-Making

Nowhere is the contrast between corpo-
ratist theory and practice starker than in
the case of Italy, particularly (but not exclu-
sively) in the field of pension reform (for
similar considerations concerning central-
ized pay bargaining, see Baccaro 2000).
Not only did democratic procedures not
hinder the process of policy change, they
actually played a key role in bringing it
about. After elaborating their bargaining
agenda, the three confederal unions orga-
nized a first round of plant-level assemblies
with workers. These early consultations
showed that vast groups of workers, par-
ticularly in the industrial sectors, opposed
reform plans that curtailed the right of
middle-aged workers to retire after 35 years
of contributions or reduced pensions’ 2%
annual yield rate.

At this point, the confederal unions
sought to distinguish between “legitimate”
and “illegitimate” claims. The former were
incorporated in the unions’ final bargain-
ing agenda, and the latter were discarded.
For example, the demand to retire before
reaching statutory retirement age was per-
haps justified when raised by workers en-
gaged in strenuous or hazardous jobs, but
not when raised by employees performing
clerical tasks. Thus, the unions demanded
(and obtained) special provisions for those
engaged in lavori usuranti (monotonous,
strenuous, or hazardous jobs). These
workers were allowed to anticipate their
retirement by up to two years. Also, to
avoid generalized reductions in the
amount of pension benefits, the proposed
reform sought to penalize early retire-
ment while rewarding those workers who
chose to postpone their retirement. Thus,
by the terms of the Dini reform of 1995,
an industrial worker retiring at age 65
after an insurance period of 43 years
would receive a pension that was 27%
higher than it would have been under
the previous Amato regime; but if this
same worker decided to retire at age 57
with only 35 years of contributions, his or
her pension would be 12% lower than
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Table 1. Results of the Referendum on Pensions (Active Workers).

Region Voters Valid Votes Yes’s (%) No’s (%)
Piedmont 400,933 393,371 50.68 49.32
Valle d’Aosta 6,339 6,226 58.26 41.74
Liguria 125,048 122,786 51.99 48.01
Lombardy 782,930 768,694 47.38 52.62
Veneto 276,709 270,715 56.77 43.23
Trentino-Alto Adige 41,452 40,170 56.34 43.66
Friuli Venezia Giulia 70,601 69,045 58.67 41.33
Emilia Romagna 429,138 420,951 61.96 38.04
Tuscany 258,914 254,660 58.29 41.71
Marche 84,642 82,790 61.56 38.44
Umbria 50,916 49,896 60.18 39.82
Lazio 311,853 308,035 60.45 39.55
Abruzzo 59,046 57,308 59.62 40.38
Molise 12,594 12,381 68.89 31.11
Campania 183,196 180,379 61.42 38.58
Puglia 155,996 153,418 69.20 30.80
Basilicata 24,306 28,845 71.70 28.30
Calabria 89,631 87,615 78.70 21.30
Sicilia 194,019 190,588 75.57 24.43
Sardegna 67,004 65,299 62.17 37.83
Total 3,625,267 3,558,172 57.75 42.25

Source: Nuova Rassegna Sindacale, No. 26, July 10, 1995.

under the Amato regime (Banca d’Italia
1995, Table 1, p. 17).

Afterreaching a tentative agreementwith
government, the confederal unions com-
pleted the process of worker consultation
with a new wave of workplace assemblies
and a binding worker referendum. Pen-
sioners voted overwhelmingly in favor of
the accord (91%). Active workers ap-
proved the reform as well, although with
a lower percentage (58%) and a level of
support that varied by sector and region
(see Table 1). Southern Italian workers
were, overall, more supportive of pen-
sion reform than were their northern
colleagues. Nationally, two important
categories of workers, the metalworkers
and the school teachers, turned down
the accord (see Table 2).

The votes of the various worker catego-
ries seemed to be partly influenced by
the way reform affected the various pen-
sion schemes. Specifically, the vote of
worker groups that were more heavily
penalized by the 1995 reform tended to
be more negative than the vote of other
worker groups. However, the link was far

from perfect.” While the pensioners’
overwhelmingly favorable response was in
all likelihood due to the fact that the re-
form only affected future retirees, the pen-
sion schemes of several other worker groups
underwent exactly the same modifications
and yet the workers’ responses were quite
varied. For example, even though the met-
alworkers, chemical workers, construction
workers, textile workers, printing and pub-
lishing workers, distribution workers, and
bank and insurance workers were all cov-
ered by the same pension scheme (the
Fondo Pensioni Lavoratori Dipendenti) and

"This is based on my coding of statutory modifica-
tions introduced in the various pension schemes on a
1 to 3 scale, with 1 = no modification, 2 = some
modification, and 3 = extensive modification. The
Spearman correlation coefficient between percent-
age of positive votes and the impact index is —.49 (p =
.051), indicating that lower impact tends to be mod-
erately associated with more positive vote. The
Spearman coefficient ranks the data rather than us-
ing their actual values. The coding of the various
pension schemes is available from the author upon
request.
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Table 2. Results of the Referendum on Pensions (Selected Categories).

Pensioners Voters Valid Votes Yes’s (%) No’s (%)
Pensioners 804,282 798,565 91.26 8.51
Chemical Workers 267,620 262,753 53.44 46.53
Construction Workers 160,344 157,310 72.40 27.60
Metalworkers 732,945 659,384 44.79 55.21
Textile Workers 193,007 188,572 56.97 43.03
Printing and Publishing 58,412 57,166 56.83 43,17
Distribution Workers 156,659 154,005 64.53 35.47
Transportation Workers 161,191 158,681 49.96 48.63
Electrical Workers 105,828 104,231 61.10 38.90
Postal Workers 139,676 137,785 53.77 46.23
Public Sector Workers 741,686 730,515 57.46 42.54
Researchers 6,864 6,789 61.19 38.61
Bank/Insurance Workers 190,573 186,335 64.90 35.10
Agricultural Workers 116,299 114,190 61.23 38.77
School Workers 49,186 47,940 46.31 53.69
University Workers 7,877 7,290 40.86 59.14

Source: Nuova Rassegna Sindacale, No. 26, July 10, 1995.

hence were all subject to the same pension
modifications, their responses were quite
varied. While only 44.8% of the metalwork-
ers voted in favor of reform, 72.4% of the
construction workers did so. Even more
surprising is the case of the electrical work-
ers. Prior to enactment of the reform,
these workers had a special pension fund of
their own, with provisions more favorable
than those for other industrial workers.
Their yield rate was 2.51% for each contri-
bution year (rather than 2%), which al-
lowed them to replace 88% of their pen-
sionable work income after 35 years, as
opposed to 80% after 40 years. Also, unlike
other industrial workers, their pensionable
income was referred to the last 6 months of
service rather than the last five years
(Corrente 1996). Yet, they approved the
pension reform by a majority of 61.1%.
Similar internal variation could be found
among public sector employees as well.
Before the reform, these workers had much
more favorable conditions than private sec-
tor workers. For example, state employees
had ayield rate of 2.36% for each contribu-
tion year and their pensionable income was
calculated on the basis of the last month of
service. Municipal employees had a yield
rate of 2.5% per contribution year and
their pensions were based on the last

monthly paycheck. Also, the conditions of
access to seniority pensions were much more
favorable for the public employees than for
the industrial workers, in the sense that the
former were allowed to retire after 20 years
(men) or 15 years (women) of service (25
and 20 years, respectively, in the case of
municipal workers). Yet, these categories
of workers responded to the proposed 1995
pension reform in very different ways. The
publicsector employees approved the agree-
ment by a majority of 57%. The employees
of public research institutes approved by a
plurality of 61%. Postal workers approved
as well, although with a lower percentage
(54%). School workers and university em-
ployees 7ejected the agreement (with only
46.3% and 40.9%, respectively, voting affir-
matively).

These differences in worker responses
are difficult to explain solely in terms of
relative losses. Among the other influences
they appear to reflect are the historical
heritages of the various categories of em-
ployees. Both the metalworkers (particu-
larly in northern factories) and the educa-
tional workers had a tradition of militancy.
The metalworkers were the protagonists of
the 1969-73 wave of strikes in Italy, and
following that episode they were consis-
tently among the most militant groups in
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the Italian labor movement (Pizzorno 1978;
Golden 1988). The school and educational
workers played a key role in another, more
recent wave of strikes in Italy, one that
paralyzed the Italian public sector first in
1986-88 and then in later years as well
(Carrieri 1992; Bordogna 1988; Locke and
Baccaro 1996). In contrast, the electrical
workers, construction workers, and public
sector employees were all traditionally much
less militant.

Geographically, the largest area of dis-
sentwasin northern industrial factories. In
Lombardy, Italy’s richest and most indus-
trialized region, the majority of all active
workers rejected the proposed reform. In
Piedmont, all major industrial categories
(metalworkers, chemical workers, and tex-
tile workers), as well as other worker cat-
egories, also rejected the accord (see IRES
Morosini 1995). In the metalworking sec-
tor, the vast majority of plants with more
than 500 employees rejected (often over-
whelmingly) the pension accord, especially
in Piedmont and Lombardy (FIOM 1995).
Yet in these same regions, metalworkers
employed in small firms (up to 50 employ-
ees) approved the agreement (CGIL
Lombardia 1995:111-24; Ires Morosini
1995).

Aseries of interviews with national union
leaders and plant representatives in several
industrial factories revealed that in most of
the plants, of the three major components
of the Dini reform—the transition from an
earnings-based to a contribution-based sys-
tem, the homogenization of rules, and the
revision of seniority pensions—the last (the
most gradual and, according to many ana-
lysts, weakest portion of the reform) mo-
nopolized the internal debate and gener-
ated the most opposition.

The cohort of industrial workers ap-
proaching seniority retirement was a criti-
cal one. Most of these workers (especially
those born and raised in the north) had
entered the labor market in the 1960s at
the age of 14-15. Most of them had partici-
pated in the Hot Autumn wave of strikes of
the late 1960s through the early 1970s.
These workers were now approaching
(early) retirement. They had been effec-

tively spared the negative fallout from the
1992 Amato reform, which, despite deep
changes affecting younger employees, had
left the rules regulating seniority pensions
virtually unchanged (see footnote 5 above).
In 1994, they had played a critical part in
the mass upheaval that ultimately defeated
Berlusconi. Now they were extremely criti-
cal of the Dini reform—areform thatforced
them to either reach a minimum age (52
years in 1996) in addition to the 35-year
requirement, or work for more years (36 in
1996). This group of workers shaped the
internal debate and influenced the vote of
their younger colleagues who might other-
wise have looked more favorably on the
reform. In fact, participation in some of
these debates was quite unequal. Younger
workers appeared less interested than their
more senior colleagues, probably because
retirement still seemed a remote prospect
to them. In some of the debates, the
intergenerational equity argument that the
reform was needed because the present
system was too onerous for the younger
generations—the very argument that
confederal union leaders used to motivate
support for pension reform—was com-
pletely turned on its head, with speakers
arguing that the Dini reform was itself
deeply unjust toward the younger genera-
tions. These generations, it was claimed,
would have to work longer and pay higher
contribution rates than their parents, and
in the end their pensions would be lower.?

In the recent past, the opposition and
spontaneous mobilization of large indus-
trial factories in northern Italy had quashed
attempts at reform (see Golden 1988). The
recent history of the Italian labor move-
ment features, in fact, several examples of

8Based on interviews with Enrico Zanzottera, Sec-
retary of the FILTEA-CGIL Lombardia, Milan, June 5,
1997; Alfiero Spinelli and Luigi Sartirano, V Lega
FIOM and RSU Rivalta (respectively), Turin, July 8,
1997; Giorgio Roilo, Labor Chamber Milan, Milan,
June 9, 1997; Giorgio Molla, FILTA-CISL Lombardy,
Milan, June 17, 1997; and Umberto Colombo, Secre-
tary of the FILTEA-CGIL Ticino Olona, Legnano, July
3, 1997.
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rank-and-file mobilization against union
policies that were perceived as too moder-
ate by the industrial workers. These mobi-
lizations were often spurred by claims of
illegitimacy. In particular, the dissenting
groups argued that the policies enacted by
the confederal unions at the national level
were unrepresentative of the will of the
working people and only reflected the self-
interests of top union bureaucrats (Baccaro
2000).

In 1984, for example, the so-called
autoconvocati (self-summoned) movement
mobilized against centralized control over
wages. The northern metalworkers played
akeyrole in the autoconvocati mobilization.
The main explanation offered for this mo-
bilization was procedural. In fact, the pro-
testers emphasized that the decision to con-
trol wages at the national level had not
been approved by a majority of workers
through a national referendum. A similar
wave of protests also took place in 1992,
when the national confederations decided
to abolish wage indexation. Once again
the autoconvocati mobilized against this de-
cision, and once again their main argu-
ment was that the decision of the national
confederations was illegitimate because
abolition of wage indexation had not been
approved by a majority of workers through
areferendum. In 1993, the three confederal
unions negotiated another tripartite agree-
ment that confirmed the abolition of wage
indexation and even institutionalized in-
comes policies. This time, however, no
rank-and-file mobilization took place, be-
cause the agreement was preceded by a
binding referendum among the workers in
which 68% of the workers voted in favor of
the agreement.

Like the 1993 agreement on incomes
policies, the 1995 accord on pension re-
form was legitimated by a binding referen-
dum. This referendum clearly showed that
the choice to engage in pension reform was
not just a fiat by union bureaucrats, as had
sometimes been claimed in the past, but
was actually supported by a clear majority
of the Italian workers, some of whom (like
the public sector workers) were thus mak-
ing much larger sacrifices than were the

industrial workers. Consequently, justas in
1993, no mobilization of the industrial work-
ers took place in 1995.

The Debate on Pension Reform in
Industrial Factories: A Few Vignettes

The process of debate preceding the vote
alsoinfluenced the workers’ process of pref-
erence formation. Thisis hardly surprising
if one considers that pension policy is full
of complicated technical details that are
often hard to grasp even for highly edu-
cated people. Workers relied on union
representatives to make sense of the gen-
eral structure and consequences of the Dini
reform and formed their opinions also
based on the particular way (positive or
negative) in which pension reform was pre-
sented to them in these assemblies. Inter-
estingly enough, the people I interviewed
agreed that plant representatives (delegati)
were much more likely to influence work-
ers than were national or regional leaders.

Consider, for example, the cases of
Mirafiori and Rivalta, two Fiat plants in
Turin. These two factories shared various
organizational and technological charac-
teristics. Also, their respective work forces
had been homogenized over time by sev-
eral waves of inter-plant mobility. Yet, the
Mirafiori employees turned down pension
reform with a 70% negative vote, while
their Rivalta colleagues approved it with a
majority of 58%.°

The different choices made by workers
in these two plants seemed to be linked to
the different attitudes of the local union
leaders. At both Mirafiori and Rivalta, just
as in all other metalworking plants around

°This reconstruction is based on the following
interviews: (1) Vittorio Rieser and Giancarlo Cerruti,
IRES Piemonte, Turin, December 3, 1996; (2) Paolo
Gasca, IR Manager of Fiat Auto, Turin, December 3,
1996; (3) Piero Pessa, FIOM Piemonte, Turin, De-
cember 3, 1996; (4) Alfiero Spinelli and Luigi
Sartirano, V Lega FIOM and RSU Rivalta (respec-
tively), Turin, July 8, 1997; (5) Claudio Stacchini,
Secretary of the VLega FIOM, Turin, July 8, 1997; and
(6) Giorgio Cremaschi, Regional Secretary of the
FIOM Piemonte, Turin, July 8, 1997.
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Turin, unions were far from enthusiastic
about the Dini reform. One union repre-
sentative said that the workers did not like
it at all because it took something away
from them, especially the metalworkers.
However, unlike their colleagues at
Mirafiori, union leaders at Rivalta believed
that reform was necessary because the pen-
sion system was about to collapse. These
leaders also thought that the Dini reform,
while far from representing the best of all
possible worlds for labor, should not be
rejected in toto, because it sought to restore
financial equilibrium while limiting the
losses for older workers. Therefore, they
supported the reform in their discussions
with the rank-and-file workers. At Mirafiori,
instead, the Dini reform was branded as a
“counter-reform” and nobody came to its
defense in the worker assemblies. Accord-
ing to two plant representatives, worker
assembly discussions were much more “on
the content of things” at Rivalta and much
more “ideological” at Mirafiori.'

The same dynamics observed at Mirafiori
and Rivalta also appeared to explain the
contrast between two much smaller textile
plantsaround Legnano (Lombardy).!* The
Bassettifactory of Rescaldina and the Zucchi
factory of Casorezzo, although under dif-
ferent brand names, were owned by the
same group. Both plants manufactured the
same linen products (sheets, robes, tow-
els, and the like). The results of the
pension vote were, however, very differ-
ent: At Rescaldina, 67% of the voters
approved the accord, whereas at
Casorezzo, 71% rejected it.

The local leaders of these two plants
differed greatly in attitudes and behavior.

0The interviews also revealed that workers at
Mirafiori were, on average, slightly older than those
at Rivalta: 46-47, versus 44-45 (Spinelli and
Sartirano). However, all of the interviewees, with the
exception of Claudio Stacchini, denied that this small
age difference could explain such a wide divergence
between the two factories’ votes.

'This reconstruction is based on interviews with
Giorgio Molla, FILTA-CISL Lombardy, Milan, June
17, 1997; and Umberto Colombo, Secretary of the
FILTEA-CGIL Ticino Olona, Legnano, July 3, 1997.

In both plants, the major source of com-
plaint was seniority pensions. In fact, the
postponement of seniority pensions may
even have presented more problems for
the predominantly female employees of
the textile and apparel industry than for
other industrial employees. Women do
not, in fact, customarily “moonlight” after
retirement the way their male colleagues
do; they generally choose to devote more
time to their families. At Rescaldina, how-
ever, the union delegates were much better
disposed toward pension reform than their
colleagues at Casorezzo. The Casorezzo
delegates argued that reducing the deficit
of social security did not necessarily imply
cutting the workers’ pensions, since there
were other, more equitable ways of balanc-
ing the system, such as by increasing taxes
on profits or preventing tax evasion. In
contrast, the Rescaldina local leaders un-
derscored three points. First, although
unpleasant, the reform of the state pension
system was necessary. Second, technical
comparison of the Berlusconi and Dini re-
forms made plain that, contrary to what
one speaker had said in the assemblies,
they were not the same thing. Rather, the
latter was more equitable and more favor-
able to the workers than the former. Fi-
nally, the Rescaldina delegates also empha-
sized the importance of voting in favor of
pension reform to avoid weakening the
confederal unions.

The persuasiveness of rational argument
should not be overemphasized, however.
According to various confederal union lead-
ers, who personally presided over several
pension assemblies, in many cases argu-
ments had no impact whatsoever on work-
ers. These workers did not change their
deeply negative attitudes vis-a-vis pension
reform and, in the end, they voted against
it.!? Yet, there were other cases in which

2Interviews with Mario Agostinelli Secretary Gen-
eral of the CGIL Lombardy, Milan, Dec. 6, 1996;
Edoardo Bano, Labor Chamber of Bergamo, Bergamo,
June 5, 1997; and Enrico Zanzottera, Regional Secre-
tary of the FILTEA-CGIL, Milan, June 6, 1997.



426 INDUSTRIAL AND LABOR RELATIONS REVIEW

rank-and-file workers, even in large north-
ern factories, appeared to be more respon-
sive. Where this was true, local leaders
appeared to be more persuasive than other,
non-plant-based leaders. Workers were
more likely to be influenced by leaders
whom they could trust to have their best
interests at heart and not to be guided by
some selfish agenda (such as self-promo-
tion). This relationship of trust seemed to
be based on direct experience and observa-
tion of what the local leaders had done in
the past. In some cases, however, the work-
ers demanded actual proofs of trustworthi-
ness. In fact, the arguments of these plant-
level leaders appeared to be most persua-
sive when the rank-and-file workers knew
that the leaders themselves were negatively
affected by the pension reform and yet
supported it out of principle.'

Consider the cases of two large plants in
Lombardy, Pirelli Bicocca (rubber cables)
and Dalmine (steel).!* These two plants
had many features in common. As a result
of hiring freezes, both work forces were
“old” byindustry standards, and hence more
likely than workers at other plants to expe-
rience the short-term negative conse-
quences of pension reform (postponement
of retirement age). Based on information
provided by plant representatives in the
two plants, the average age of workers was
47-48 in the Pirelli factory and 44-46 in the
Dalmine factory. Many of these workers,
who had begun working at the age of 14—
15, feared that they would lose their jobs
before they were able to retire.

13The following comparison between the Pirelli
and Dalmine factories, as well as the general point
that the source of communication has to be perceived
as morally credible for communication to be persua-
sive, draw on Baccaro (2001:260-62).

14This is based on interviews with Mario Castelli
and Roberto Polli, RSU Pirelli, Milan, December 4,
1996; Pietro Avogradri and Nunzio Pesenti, Delegates
of the FIM-CISL, Dalmine, June 11, 1997; and
Giambattista Testa, Armido Foresti, Giovanni
Pizzamiglio, Fausto Fratus, and Angelo Zana, RSU
Dalmine and union representatives, Dalmine, June
16, 1997.

Notwithstanding these similarities—and
despite the fact that confederal union lead-
ers held assemblies in both plants and used
essentially the same arguments to persuade
the workers (notably, possible financial
collapse of the system, intergenerational
inequity, and the threat of the government’s
unilateralintervention)—62% of the Pirelli
workers approved the pension reform, while
72% of the Dalmine workers turned it down.
The behavior of the local representatives
made the difference.

In both factories, passage of the agree-
ment meant a postponed retirement for
several of the local leaders. While the
Dalmine representatives did not openly
endorse the accord, their Pirelli colleagues
actively supported the confederal leaders
notonlybydefending the agreementin the
general worker assemblies but also by set-
ting up department-specific assembliesand
small-group discussions. Whereas the ar-
guments of national leaders were largely
ignored by the Dalmine workers, the same
arguments, endorsed by the Pirelli plant
representatives (who, workers knew, had
nothing to gain from the agreement at
issue, and often something to lose), ap-
peared to influence the Pirelli workers.
One of the Pirelli representatives had been
forced to work two years longer due to the
1995 agreement. Yet, he argued, pension
reform was necessary and could no longer
be postponed. Also, since the reform was
fairly gradual, the “sacrifices” imposed on
workers were not unbearable, especially
when compared with alternative reform
schemes.'®

15The positions of local leaders in the two textile
plants appeared to be linked with their political and
ideological attitudes. In fact, the internal union
leadership was affiliated with the left-wing
Rifondazione Comunista at Casorezzo (the plant that
rejected the pension agreement) and with the more
reformist Partito Democratico della Sinistra at
Rescaldina (the plant that approved). Some of the
key leaders at Pirelli Bicocca (another plant that
approved) were also close to the Partito Democratico
della Sinistra. In the cases of Rivalta and Mirafiori,
political affiliations appeared, instead, to be less im-
portant than the particular history of plant-level in-
dustrial relations. Informants in these plants did not
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These cases show that workers in similar
structural conditions often reacted differ-
ently to the proposed pension reform de-
pending on the particular “framing” of the
problem. The cases also illustrate the fun-
damental role played by local union repre-
sentatives in the construction of consent.
The delegati were often decisive in deter-
mining the outcome of the referendum,
particularly when they could prove that
their public defense of pension reform was
not just “cheap talk” (Farrell and Rabin
1996) because they themselves were penal-
ized by it.'

mention party politics as a potential explanation for
the different vote. The Mirafiori unions had histori-
cally taken a confrontational stance vis-a-vis manage-
ment. The Rivalta unions had shown much more
interest in collective bargaining. Beginning in the
late 1970s, the Rivalta unions had cooperated with
management in projects aimed at improving both
product quality and work ergonomics.

16The 1995 pension reform would become fully
effective only after a long transition period. The year
1997 was, however, decisive for Italy, because in that
year it would be decided whether the country would
qualify for the second phase of European Monetary
Union. One of the prerequisites was a public deficit
not above 3% of GDP. Joining Europe hence re-
quired additional cuts in current expenditures, some
of which had to come from pensions, and particularly
from seniority pensions. As in 1995, the confederal
unions did not oppose a new reform. They proposed,
for example, a “solidarity contribution” to be paid by
pensioners. This proposal sought to share the costs of
reform between the age cohorts close to retirement
and those thathad retired in previous years with more
favorable rules. This time, however, the unions’
positive attitude was not sufficient. A key partyin the
government coalition, Rifondazione Comunista,
threatened to leave the coalition if the new pension
reform once again modified the rules regulating the
retirement of blue-collar (and “equivalent”) workers.
This threat severely limited the incisiveness of the
1997 pension reform. This accelerated the phasing
out of seniority pensions for white-collar employees
but left the seniority pensions of blue-collar workers
untouched (Mira d’Ercole and Terribile 1998). Just
as in 1995, the three confederal unions organized a
consultation in 1997 prior to signing the agreement
with government. The outcome of this consultation
was almost a forgone conclusion, since the reform
only affected 35% of the work force (due to the
“political” constraints imposed by Rifondazione
Comunista). The referendum was, however, impor-
tant as a way to stave off accusations of illegitimacy.
The confederations organized 39,000 assemblies fol-

Concluding Remarks

In this paper I have analyzed recent ef-
forts to reform the Italian pension system.
In the process, I have also sought to provide
a critical re-examination of corporatist
theory. While the practice of corporatism
is alive and well—as demonstrated by the
recentrenaissance of so-called “social pacts”
in several European countries (Fejertag and
Pochet 1997, 2000; Regini 2000; Ebbinghaus
and Hassel 2000; Rhodes 2001)—its theory
has lagged behind in the past few years.

I have argued that many aspects of this
theory still have remarkable explanatory
power. For example, Lehmbruch’s (1979)
and Pizzorno’s (1978) remarks about the
tendency of particularly weak governments
to share responsibility for unpopular poli-
cieswith labor and employer organizations,
Olson’s (1982) argument that encompass-
ingness makes groups more willing to take
a broad view of their organizational inter-
ests, and Katzenstein’s (1985) argument
that perceived economic vulnerability pro-
vides a stimulus for domestic actors to co-
operate with one another, all resonate with
various aspects of the Italian case. How-
ever, the theory’s traditional emphasis on
hierarchical and internally undemocratic
interest groups (Schmitter 1979; Panitch
1979; Pizzorno 1978; Offe 1981; Wolfe 1985;
Streeck 1994) appears to be incompatible
with developmentsin Italy. In contrast with
standard neo-corporatist theory, the Ital-
ian pension reform shows that organiza-
tional democracy is potentially an asset, not
a liability, for reformist union leaders.

The Italian pension reform clearly illus-
trates both the advantages and disadvan-
tages of negotiated policy-making. Itisvery
difficult for any type of pension reform,

lowed by a secret-ballot referendum. This time 84%
of the 3.1 million voters approved the agreement. All
sectors voted in favor, including not only the metal-
workers (76%)—who were hardly affected by the
reform at all—but also other sectors predominantly
populated by white-collar workers like banking and
insurance (70%), schools (55%), and the public sec-
tor (78%). In these sectors, the 1997 reform further
delayed access to seniority pensions.
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and a fortiori for consensual reforms, to
target the cohorts close to retirement. Per-
haps the major drawback of the Italian
reform of 1995 is the long transition to the
new regime—a transition that is both ex-
pensive and inequitable since it generates
rates of return that are greater for the older
than for the younger generations. At the
same time, the Italian negotiated reform is
far from ineffective. By closely linking pen-
sion benefits to individual contribution his-
tories, it significantly reduces replacement
rates in the long term (see Antichi 1997).
Also, it drastically limits, even in the short
run, the species of special treatment en-
joyed by particular occupational catego-
ries.'”

Consider, for example, Italian public
sector workers. Prior to 1992, these work-
ers were allowed to retire after 20 or 15
contribution years, independent of age.
After 1997, these same workers had to have
at least 35 years of contributions and a
minimal age of 53 or, alternatively, 36 con-
tribution years independent of age. In only
five years, their requirements became twice
as stringent. Yet, Italy saw no mobilization
of public sector workers. Contrast this state
of affairs with the massive upheaval that
followed a similar but much less ambitious
attempt at reforming public sector pen-

Italy’s General Accounting Office estimated that
the Dini reform will stabilize pension expenditures
relative to GDP in the long run, that is, between 1995
(18.7%) and 2045 (14%), notwithstanding an esti-
mated 50.3% increase in the share of the population
aged 65 and older in the same period (RGS 1997;
Mira d’Ercole and Terribile 1998). A comparison
between the failed Berlusconi reform and the Dini
reform suggests that the former was more effective
than the latter in tackling the problem of seniority
pensions. In fact, the Berlusconi reform included
cuts in seniority pensions equal to 3% for each year
preceding the statutory retirement age. In terms of
expected budget savings, the two reforms were virtu-
ally equivalent. However, while the Berlusconi re-
form concentrated all of its savings on seniority pen-
sions, the Dini reform derived only about 40% of its
savings from cuts in seniority pensions and sought to
increase pension inflows by extending social security
coverage to atypical workers (see Cazzola 1995, Tables
7 and 8, pp. 110-11, 114).

sions in France in 1995 and you will have a
rough measure of the political benefits as-
sociated with concerted reform. The Ital-
ian unions presented the public sector’s
special clauses not as “acquired rights” but
rather as “privileges” that were incompat-
ible with an equitable distribution of “sacri-
fices.”

What are the implications of the Italian
pension reform for our understanding of
the “structural preconditions” for neo-cor-
poratist policy-making? Clearly the Italian
industrial relations system has very few of
the organizational characteristics once
deemed indispensable for this style of policy
to succeed. There are multiple union con-
federations in Italy, not a single one. Cen-
tralization of power is limited in the sense
that union leaders at peak organization
levels cannot impose their will on their
industrial affiliates. Local unions have statu-
tory autonomy in strike decisions. Yet, the
1990s saw the institutionalization of vari-
ous forms of concerted policy-making in
Italy, including multi-year incomes policies
(Baccaro 2000).

Marino Regini (1997) argued that the
renaissance of neo-corporatism in a coun-
try like Italy may be not despite but because
of its “anomalous” organizational features.
The evidence presented in this paper tends
to support this view. There seems to be a
qualitative difference between the
concertative pacts of the 1970s/1980s and
those of the 1990s. The former were based
on “political exchange” (Pizzorno 1978).
The unions engaged in a quid pro quo with
government. This generally implied that
wage moderation was conceded in exchange
for more favorable welfare provisions. The
pacts of the 1990s, in contrast, are much
closer to a model of “macro-concessionary
bargaining” thatinvolves little, if any, mate-
rial compensation for unions. Since union
leaders have scant material rewards to bring
home to the members, their capacity to
persuade workers through debate and ra-
tional argument that the process is fair and
the “sacrifices” equitable becomes perhaps
their most important resource. In a situa-
tion like this, labor movements like the one
in Italy, characterized by a capillary net-
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work of vibrant local representation struc-
tures (Locke 1990), may have a structural
advantage.

Consider the role of the delegati in the
Italian pension reform. These representa-
tives, rather than the organizational lead-
ers, were critical for shaping the prefer-
ences of the Italian workers and generating
internal consensus. The organizational
leaders lacked day-to-day familiarity with
workers. They therefore had fewer chances
to win their confidence and influence their
decisions. Unlike them, the delegati could
inform and persuade workers at a “capil-
lary” level through, for example, depart-
ment-specific assemblies and informal con-
versations with the rank-and-file.

Additional empirical research is needed
to determine whether the internal processes
described in this paper are peculiar to the
Italian system or occur as well in other
countries where new social pacts have re-
cently emerged (such as Ireland, Spain,
and Portugal; see Fajertag and Pochet 1997,
2000; Regini 2000; Ebbinghaus and Hassel

2000; Rhodes 2001).'® If the latter is con-
firmed, we will need to fundamentally alter
our received wisdom about the advantages
and disadvantages of particular institutional
configurations.

18Preliminary results from my own field research
inIreland (Baccaro, in progress) seem to confirm the
findings of the Italian case. Just as in Italy, social
partnership in Ireland was constructed through heavy
reliance on democratic methods of legitimation within
the unions, particularly at the beginning, that is,
between 1987 and 1990, when social partnership was
heavily contested. The Irish unions used democratic
procedures—a vote—to produce horizontal, inter-
union coordination. In fact, decisions within the
ICTU, the major confederation, were strictly based
on majoritarian principles. The unions that lost the
vote (most of the craft- and British-based unions)
went ahead with the will of the majority. Democratic
principles were also observed within the unions as a
way to achieve vertical, intra-union coordination. All
of the largest unions in Ireland regularly balloted
their members. The leaders also used persuasion to
promote acceptance of the national agreements
among their constituents.
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