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Age in the Welfare State

The overwhelming costs of providing for aging populations have brought
many welfare states 1o the brink of insolvenecy. Now is the tme to ask: how
did we get here? Age i the Welfare State explains how it came to pass that
some nations give the lions share of social benefits to the elderly, while
others do more o protect children and working-age aduls. A sweeping
work of historically and sociologically informed political science, Age i
the Welfare State offers a surprising challenge 1o the conventonal wisdom
that welfare state policies are a result of either pressure-group polidces or
the ideclogies of partes in power. This vividly written and exhaustively
documented work draws on in-depth case studies of family, labor-marker,
and pension policy making in Ttaly and the Netherlands, as well as broader
cross-sectional analysis of spending patterns in twenty OECD countries.
Scholars of social policy and comparative politics, pracritioners, and policy
makers will be challenged by this book's startlingly new insights abour the
historical roots of current welfare state predicaments.

Julia Lyneh is Assistant Professor of Political Science at the University of
Pennsylvania. Her recent dissertation, onwhich this beok is based, gamered
the Gabriel Almond prize of the American Politcal Science Assoctation for
the best dissertation in comparative politics. Professor Lynch was previously
a scholar in the Robert Wood Johnson Health Policy Scholars program a
Harvard University, and she has been a visiting researcher ar the Evropean
University Institute in Florence and the Luxembourg Income Study project
in Loxembourg.

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p i.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=3

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers an... Page 4 of 40

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p ii.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=4

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers an

Cambridge Studies in Comparative Politics

Creneral Editor

Margaret Levi  University of Washington, Seattle

Assistant General Editor

Stephen Hanson  University of Washington, Seattle

Associate Editors

Robert H. Bates  Harvard University

Helen Milner  Princeton Univervsity

Frances Rosenbluth  Yade Uliversity

Susan Stokes  Unsversity of Clicago

Sidney Tarrow  Covmelf University

Kathleen Thelen Northwestern Usiversity
Erik Wibbels Ulnfversity of Wasbiagton, Searile

Cther Books in the Series

Lisa Baldez, Wiy Wamen Protest: Wisrens Movements i Chile

Stefano Bartoling, The Palitical Mobtlization of the Enropean Lefi,
18601980 The Clag Cleavage

Mark Beissinger, Natronalist Mobifization and the Collape of the Soviet State

Naney Bermeo, ed., Unemploymeent i the New Europe

Carles Boix, Desseeracy and Redisteibution

Carles Boix, Poletteald Parises, Growih, and Equalety: Conservative and Socal
Deroeratic Econemic Strategies i vhe World Ecenomey

Catherine Boone, Merchant Capital and the Roots of State Power i Senegal,
1930-1985

Catherine Boone, Palitecal Topegraplbies of the Afiican State: Terrsterial
Awuthority and Instivarional Change

Michael Bratwon and Nicolas van de Walle, Democratic Fxpertments in
Afvica: Reginee Transitions in Comparative Perspective

Michael Brarton, Robert Mavtes, and E. Gyimah-Boads, Publee Openten,
Deroeracy, and Marvker Reforae tn Afiica

Contonaed after Index

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p iii.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=5

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829...

... Page50f40

24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers an... Page 6 of 40

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p iv.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=6

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers an... Page 7 of 40

Age in the Welfare State

THE ORIGINS OF S50CIAL
SPENDING ON PENSIONERS,
WORKERS, AND CHILDREN

JULIA LYNCH

Ulriversity af Pewnsylvauia

Eq CAMBRIDGE

W UNIVERSITY PRESS

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p v.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=7

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers an

CAMBRIDGE UNIVERSITY PRESS
Cambridge, New York, Medbourne, Madrid, Cape Town, Singapore, Sio Faulo

Cambridge University Press

The Edinburgh Building, Cambridge caz zru, UK

Mublished in the United States of America by Cambridge University Press, New York

Informarion on this nde: www.cambridge. oepgM7TRO32 140082

i Julia Lynch 2006

This publicarion is in copyright. Subject ro starutory exception and o the provision of
relevant collecrive licensing agreements, no reproduction of any parc may ke place
withour the written permission of Cambridge Universicy Peess.

First published in prine formar 2006

1585-13  97f-o-gu-21g16-0  cBook (chraey)
ISEN-10 0-f11-20916-4  eBook (chrary)

15B%-13  978-0-521-84a08-2  hardback
1mEN-10 0-521-B4908-5  hardback

ISBN-13  §78-o-520-G1516-7  paperback
ISBN-10 O-f2I-61516-x  paperback

Cambridge University Press has ne responsibalicy for the persistence or accuracy of vris
for external or third-parry interner websites referred o in dhis publicarion, and doss no
guarantee thar any content on such websites is, or will remain, accurare or appropriare.

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p vi.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=8

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829...

... Page 8 0f 40

24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers an... Page 9 of 40

It mmeanary of Rue Bunzelman Deutsch

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p vi.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=9

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ... Page 10 of 40

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p viii.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=10

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ... Page 11 of 40

Contents
List of Tables and Figiores e x
List af Abbreviativns K111
Ackwledgneents xvie
1 INTRODUCTION l
2 MEASURING THE AGE OF WELFARE 15
3 AGE AMD TTE WELFARE STATE: TITEORIES

AND IIYPOTIIESES 41

4 FAMILY ALLOWANCES: WAGES, TAXES, AND THE
APPEAL TO TIHE SELF-EMPLOYED 74

5 BENEFITS FOR THE UNEMPLOYED: YOUNG AND

QLD IN THE FORTRESS LABOR MARKET 108

£ OLD-AGE PENSIONS: THE ARCHITECTURE
OF EXPENDITURE 139
7 CONCLUSION 150
References 201
219
X

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p ix.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=11

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ...

Tables and Figures

Tables
el

...-.

-

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The

L IR T L R S O L N N T R |

Public Spending on the Elderly, per Person

Aged 65+

Public Spending on Unemplovment and Active
Labor Market Policies, per Registered Unemploved
Public Spending on Occupational Injury and
Sickness Programs, per Member of the Civilian
Labaor Force

Public Spending on Cash Benefits and Services for
Families, per Person under 15

Public Education Spending, per Person Aged 0-20
Per Capita Health Spending Ratios
Elderly/™Non-elderly Spending Ratio (ENSR}
ENSE with Education Spending

Social-Fiscal Measures as a Percentage of GDP

Tax Expenditures on Elderly and Non-elderly
. Housing Policy Orientations

Percentage Change in ENSE, 1960--2000
Net Replacement Rates of Unemployment
Insurance Benetfits

Benefits for the Unemployed in Traly and the
Netherlands

Age Distribution of Long-Term Unemployed
Population

Working-Age Disability Beneficiaries, by Age

Origins of Social Spending on Pensioner's Workers and Children.
West Nyack, NY, USA: Cambridge University Press, 2002. p x.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=12

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under

U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829...

page 21

L

Y

| e I B
U o I e R R R

o0 wn

o ed Lk gl

=N

Page 12 of 40

24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ...

Tables and Figures

Figures

Elderly/Non-elderly Spending Ratio (ENSR)

Age Orientation and Decommodification

Age Orientation and Demographic Structure

Age Orientation and “Level of Development”

Age Orientation and Total Welfare State “Effort”

Change in Economic Openness and Age Orientation,

1960-2000

Watersheds of Welfare State Formation

Age Orientation and Welfare State Program Structure

Public Spending on Families, per Person Aged 0-14,

Italy and the Netherlands

Percentage of Unemployed Receiving Unemployment

Insurance Benefits, Italy and the Netherlands

fi.1. Pension Spending as a Percentage of Total Nonhealth
Social Expenditures, Italy and the Netherlands

—_— oy e el ed e

L.
L.
L
I
1

Tl
e ed

e

-1

f.2. Pension Spending per Person Aged 65+ as a Percentage

of GDP per Capita, Italy and the Netherlands
7.1, Welfare Srate Spending and Poverty Reduction:
Children
2. Welfare State Spending and Poverty Reduction:
Non-elderly Adules
Welfare State Spending and Poverty Reduction:
Elderly Adules

L

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The

Origins of Social Spending on Pensioner's Workers and Children.
West Nyack, NY, USA: Cambridge University Press, 2002. p xi.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=13

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under

U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829...

xl

Page 13 of 40

24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ... Page 14 of 40

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p xii.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=14

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ...

Abbreviations

Traly

ANF assegno per f wnclen fmidiare (family allowance)

CENSIS  Centro Studi Invesumend Saociali (Center for Social Studies and
Policies, socio-economic research institute)

CGIL Confederazione Generale Italiana del Lavoro (left-leaning labor
union confederation)

CIG Cassa per'Integrazione Groadagni (short-time earnings replace-
ment benefit program)

CIGS Cassa per Plntegrazione Guadagni Straordinaria (special shore-
tme benefit)

CISL Confederazrione  Tmaliana  Sindacan  Lavoratori  (Catholic-
inspired labor union confederation)

CNEL  Consiglio Nazionale dell'Economia e del Lavoro (Wational
Council on Labor and the Economy, wipartite consultative
boudy)

CUAF  Cassa Unica per gli Assegni Familiari (Unified Family Allowance
Fund)

D Democrazia Cristiana {Christian Democratic Party)

FNP Federazione Nazionale Pensionati (pensioners’ union affiliaved
with CISL)

FPLD Fondo Previdenza Lavoratori Dipendend  (largest stare-
administered pension fund, covering dependent emplovees)

INCA [stituto Wazionale Confederale di Assisrenza (social service
agency linked o CGIL)

INPS Istituro Nazionale della Previdenza Sociale (national social secu-

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The

rity administration)

xili

Origins of Social Spending on Pensioner's Workers and Children.
West Nyack, NY, USA: Cambridge University Press, 2002. p xiii.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=15

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under

U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829...

Page 15 of 40

24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ...

ISTAT
PCI
(s

Psl
TS
UIL

Abbreviations

Istituro Mazionale di Sratstica (narional statistical agency)
Partide Comunista Traliano (Communist Party of Taly)
(Partido) Democratici di Sinistra (Democratic Party of the Left,
formerly PCT)

Partido Socialista Iraliano (Socialist Party of Taly)

trattantenti ipeciali (special unemployment insurance benefits)
Unione Traliana del Lavoro (Cenrist labor union confederation)

The Netherlands

ABW
AKW
ADW
ARP
CBS
CDA

CNV
FNV
WG
KVP
NVV
PPR
PudA
RWW
SER
SVEB
VUT
WAO
WIW

WA

Xiv

Algemene Bijstandswet (Unemplovment Assistance Act)
Algemene Kinderbijslagswet (General Family Allowance Act)
Algemene Oarderdomswet (General Old-Age Pensions Act)
Anti-Revolutionaire Partij (Protestant Beform Party)

Centraal Bureau voor de Statistiek (national stavstical agency)
Christen Democratisch Appel (Christian Democratic Appeal,
formed in 1980 from merger of Catholic and Protestant parties)
Christelijk Nationaal Vakverbond (Catholic trade union confed-
eration)

Federatie Nederlandse Vakbeweging (largest Dutch trade union
confederation)

Jengdwerkgarantiewet (Youth Work Guarantee Law)
Katholieke Volkspart) (Catheolic Peoples’ Party)

Nederlands Verbond van Vakverenigingen (Socialist trade union
confederation, merged o form part of FNV in 1981)

Polivieke Partl) Radicalen (Radical Parny)

Paztij van de Arbeid (Labor Parry)

Rijksgroepsregeling voor Werkloze Werknemers (Unemploy-
ment Assistance Act)

Sociaal-Economische Raad (Socio-Economic Council)

Sociale Verzekeringsbank (Social Insurance Bank)

Verveoegde Ulttreding (private early retirement pension prowvi-
s1on)

Wer op de Arbeidsongeschiktheidsverzekering (Disablement
[nsurance Act)

Wer Inschakeling Werkzoekenden { Job-Seekers Employment
Act)

Wer Werkloosheidsvoorziening  (Unemployment  Insurance

Act)

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p xiv.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=16

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829...

Page 16 of 40

24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ...

Abbreviations

WWV Wijziging Wer Werkloosheidsvoorziening (Extended Unem-
plovient Insurance Act)

International

ILO Intermavional Labour Office

IMF International Monerary Fund

LIS Luxembourg Income Stady project

OFECD  Organizaton for Economic Cooperation and Development

Miscellaneans
ENSR  Elderly/Non-elderly Spending Ratio
D Giross Domestic Product

Comntry Abbreviations Used in Fignres

AUS Awustralia
AUT Austria
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CAMN Canada
DEMN Denmark
FRA France
FIMN Finland

ER Giermany

iRE Gireece
IRE Ireland
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JPN Japan
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XV

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p xv.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=17

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829...

Page 17 of 40

24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ... Page 18 of 40

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p xvi.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=18

Copyright © 2002. Cambridge University Press. All rights reserved.

May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ... Page 19 of 40

Acknowledgments

This book has been many vears in the making, the vast majority of which
have been enjoyable. T atribute this in large part to the fact that v was
truly a joint effort. It would not have been possible for me to research,
write, or complete it without the invaluable contributions of various funding
institutions, mentors, colleagues, friends, and family.

I owe deep intellectual debes vo many: 1o Gesta Esping-Andersen, who
set me on the right track; wo John Zysman, Jonah Levy, and Henry Brady,
whe gave me the vight wools and showed me how to use them; o Maurizio
Ferrera and Tim Smeeding, who always showed faith and backed it up
with good works; and especially to Karen Anderson and Sara Watson, whao
have alwayvs been generous and who just keep getring smarter every year.
Numerous colleagues — among them Melani Cammert, Andrea Camphell,
Anna Greymala-Busse, Kane Carman, Evan Lieberman, Lauren Morris
MacLean, Paul Pierson, Mark Vail, Rob Weiner, Chrisra van Wijnbergen,
and Daniel Ziblare — gave intelligent feedback at erueial moments. [eannot
thank these wonderful people encugh.

Field work for this project was financed with a National Seience Foun-
davion Graduare Research Fellowship, a Social Science Research Council
Internavional Dissertation Field Research Fellowship, and an Alan Sharlin
Memarial Award from the Instoae for International Stodies ar the Univer-
sity of California, Berkeley. Financial support during writdng and rewrit-
ing came from another Sharlin Award and a John L. Simpson Memaorial
Research Fellowship, also administered by the Instmte for International
Sradies at Berkeley, and from a most generous tellowship from the Robert
Wood Johnson Health Policy Scholars program.

While inIraly, I relied heavily on the kindness of the Eurapean University
Institute in Florence. Since my first venture to Italy in 1993, the faculey,

VIl

Lynch, Julia; Lange, Peter (Contributor); Bates, Robert H. (Contributor). Age in the Welfare State : The
Origins of Social Spending on Pensioner's Workers and Children.

West Nyack, NY, USA: Cambridge University Press, 2002. p xvii.
http://site.ebrary.com/lib/ulincoln/Doc?id=10130409&ppg=19

Copyright © 2002. Cambridge University Press. All rights reserved.
May not be reproduced in any form without permission from the publisher, except fair uses permitted under
U.S. or applicable copyright law.

http://site.ebrary.com/lib/ulincoln/docPrint.action?encrypted=012029421612cdal1829... 24/05/2010



Age in the Welfare State : The Origins of Social Spending on Pensioner's Workers ... Page 20 of 40

Acknowledgments

statl, and researchers of the EUT have provided me with a home away from
home and a vibrant intellectual community. The Robere Schuman Centre’s
19989 European Forum on “Recasting Furopean Welfare States” provided
an ideal environment for testing out new ideas during my stay in Ialy and
beyond. T would particularly like to thank Stefano Bartolini and Martin
Rhaodes tor making the resources of the EUT available 1o me on repeated
OCCASIONS.

My research in Italy would not have been possible without the support
of Maurizio Ferrera, whose kindness, generosity, and belief in the project
has sustained me through many rough patches. T would also like to thank
Marino Regini and Daniele Franco, as well as librarians Peter Kennealy
at the EUL Oreste Bazzichi ar Confindustria, and Mila Scarlamd ar the
Centro Studi CISL. Aedin Daoris, Jackie Gordon, Ann-Louise Lauridsen,
Dan Oakey, Jacobien Rutgers, and Joanna Swajeowska supplied moral and
immoral support at crucial moments during nmy Ialian sojourns.

In the Metherlands, Anton Hemerijck was a welcoming beacon, setting
me up with logistical support from the University of Leiden and provid-
inng me with the feedback and intellectual support necessary to research
a case stady effectively in a shorr period of ume. The staff of the library
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expertise. Nelleke van Deusen-Scholl and Heleen Mastenbroek managed
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Welfare states work better for some age groups than for others. Social pro-
grams in the United States and Italy, for example, do little to raise children
out of poverty, but elderly citizens are made betrer off by the substancial
benefits available to them. In other countries, such as Norway and Pormagal,
senior citizens’ incomes on average are lower than in the United States or
Traly, bt low-income workers, tamilies with children, and the long-term
unemploved receive significant support from the welfare state. Across the
industrialized countries, social programs such as public pensions, family
allowances, and benefits for the unemployed vary significantly, with conse-
quences for the well-being of different age groups in the population.

This boolk asks how social policies in rich democracies buffer and channel
risks for the aged, the young, and working-age adults, What do different
welfare states do for their elderly and non-elderly citizens? Why does the
age orientation of social policies vary from country to country and over
time? And what are the political consequences of different strategies for
redistribuning resources across different age groups in sociewy? How and
why welfare states distribute resources o different age groups is linked w
broader questions of theory in comparative politces: Whart are the imporrant
dimensions of similarity and difference among different modes of economic
regulation? Which actors impact political-economic outcomes? What is the
relative importance of social and economic structures, polivical practices,
and msttutional legacies in determining the policies pursued in different
countries?

Thewelfare state’s role in caring for voung people and the elderly playsan
important part in political debares abour welfare reform. An alleged elderly
bias in American social spending has, during recent years, nourished intense
political debares about generational equiry. In many European countries,
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relatively high incomes from pensions and inceeasing rates of child poverty
provide a fertile environment for the emergence of a parallel discussion.
Unequal benefits for the old and the young provide ammunition for those
whao advocate providing more support for people at all stages of the life
course, but also for those who wish to cur existing benefits in the name of
intergenerational equity. These inequalities also serve as a reminder that
welfare states can differ objectively and dramatically in their ability to insure
diverse age groups in society against risks such as poverty, ill health, or social
exclusion.

This book begins with an analysis of social spending patterns in twenty
industrialized democracies. Wellare states do in fact differ quaneifiably
in the age orientation of their social policies. The first half of the book
establishes a strategy for conceprualizing and measuring these differences
(chaprer 2}, and then explores a series of competing hypotheses abour why
countries might vary in the age orientation of their social policy regimes
(chaprer 3} The second half of the book amplifies and rests these rival
hypotheses systematically using paired case studies. Case studies of the
development of three key social programs in lualy and the Netherlands -
family allowaneces {chaprer £}, unemployment benefits (chaper 5), and old-
age pensions {chaprer ) - demonstrate the path by which two countries,
sharing a set of common ideological orientations and facing similar labor
market and demographic condidons in the immediate postwar period,
artived at wellare staves thar allocare very different roles wo the state in
distributing resources across generations.

Why Study the Age Orientation of Welfare States?

Welfare states vary in the extent vo which they protect older and younger
citizens. But traditional theories of welfare state development neither notice
nor explain this variation. If welfare state scholars have until now preferred
1o focus on the cross-class, cross-occupation, or cross-gender distribution
carried out by social policies, why should we now be concerned with the age
profile of welfare staves? Put simply, it is because changing socio-economic
conditdons mean that how welfare states cover the risks associated with
different stages of the life course has become more important.

Advanced industrialized societies today are aging. Ar the same time,
labor markets are changing, and family stuctures evolving. The male-
breadwinner model of social organization, premised upon stable, litelong
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employment for men, has given way o more frequent or longer periods
of unemplovment. Families, long called upon to provide tor needs not met
inn the marketplace or by the state, are stretched to new limics, But this is
occurring just as their capacity o respond is reduced by increasing female
employment outside the home, divorce, and changing fertlity patterns. In
the context of current demographic, labor market, and family changes, how
welfare states address the risks faced by people at different stages in the life
course affects both citizens” lives and the capacity of national economies to
adapt to new conditions.

Demographic, social, and economic wansformations confronting even
the most “rraditional” of Western societes affect the foundadons of the
political economic orders established in the period atver the Second Waorld
War. How will welfare stare institutions, which were ereated under radi-
cally different demographic, social, and economic circumstances, respond
tor these changes? How well will raditonal instirutions of social policy
buffer citizens as they adap their lives o the new social risks associared
with changing work patterns and family demands? Will political sponsors
ol the welfare state be able to balance pressure from constituencies to both
maintain established enmilements and meer new needs?

T evaluate how weltare states will stand up o these new pressures, we
need wo understand how they address the risks encountered by people a dif-
ferent stages in the life course. Quite apart from normative concerns about
intergenerational justice, it is worth understanding how welfare states wear

different age groups becanse this affects crucially the decisions individuals
make about labor market participation, family organizaton, and invest-
ment and savings strategies, When welfare states direct resources toward
families with children, for example, it can affect fernlity races, female labor
force pardcipation, and the professional preparedness of young adulis. The
division of labor among family, marker, and state in caring tor voung chil-
dren or the frail elderly may affect both women's emancipation and the
quality of care provided. The strucrure and extent of public pension sys-
tems of course has consequences for labor costs and financial markes,
bur can also ser limits on the speed and fexibility with which welfare
states retool 1o meet new needs that affect adules during their working
years. In sum, the capacity of welfare states 1o respond w new challenges
depends critically on a characreristic that has received almost no artention
i the literature on comparative social policy: the age orientation of social
policies.
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Why Does Age Orientation Vary? Some Preliminary Evidence
and Hypotheses

The age-orientation of social policies, as chaprer 2 demonstrates in some
detail, varies dramatically across advanced industrialized countries and in
ways thar upset our traditional notions of fanily relationships among differ-
ent types of welfare states. Figure 1.1 shows the average for the vears 1983
to 2000 of the ratio of direct social expenditures on the elderly (pensions
and services for the elderly) to spending on the non-elderly (unemployment
benefts, active labor market policy, family allowances, and family services),
adjusted for the relative size of elderly and non-elderly populations in each
of twenty QECD (Organization for Economic Cooperation and Devel-
opment) countries. I call this measure the Elderly/Non-elderly Spending
Ratio, or ENSE. It allows us to estimate the relative weight of spending
on the elderly = people aged sixty=five and above or in formal retirement -
versus that on working-age adulis and children. This spending measure is
of course only an approximation of the full range of services and benefits
offered o dilferent groups, many of which we consider in more depth in
chapter 2. But the ENSR serves to introduce us o the range of variation
across countries in the age orientation of social policies.

The maost striking feature of the age orientation of welfare states is its
transgression of the boundaries set by Esping-Andersen’s (1990) seminal
division of advanced countries into three "worlds” of welfare capiralism.
The least elderly-oriented countries among the twenty OECD nations
considered here are 4 mix of his “Liberal,” *Conservative-Corporatist,”
and “Social Democravic” regimes. At the same time, two of Esping-
Andersen’s Liberal regimes, the United Sraves and Japan, ave clearly among
the most elderly-oriented. Likewise, Conservative-Corporatist regimes run
the gamur from relavvely youth-oriented Belgium and the Netherlands to
elderlv-oriented Traly and Auvstria. The lack of correspondence berween the
ENSE and Esping-Andersen's key concept, decommodification, is easy to
see in Figure 1.2, The relief from marker forces thar social policies pro-
vide is surely an important measure of the welfare stare. Bur it is nom
enough to ask how much welfare staves decommodify; we must also ask
whom they decommaodiby,

Alternative typologies fare no bewer when confronted with the dara on
age orientation. “Christian Democratic” welfare states (van Kersbergen
1995y are as likely to be yvouth-oriented (the Wetherlands) or age-
neutral (GGermany) as they are to throw their support to the elderly (Traly).
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Figure 1.2 Age orientation and decommoedification. Ssurces: Spending data from
OECD 2004; demographic data from OFECD 2003y decommmdification scores
from Esping-Anderson 1904,

Neither do Mediterranean countries eluster neatly, conteary to scholarship
suggesting a distinctive Southern European welfare state rype (Leibfried
1992 Ferrera 19%e; Rhodes 1997), Ttaly and Greece look like classic *pen-
sioner states” {Esping-Andersen 1997), but Pormugal resembles Canada, the
Unired Kingdom, and Germany more closely than it does its Southern
Eurapean neighbors. The weak correspondence berween the age orienta-
tion of social policy regimes and welbare state “worlds™ or *lamilies” suggests
that there is an important dimension of variation among different kinds of
welfare states that familiar typologies do not caprure.

If standard ypologies of welfare state ourcomes do not correspond to
the varaton we've observed, it should not surprise us that the causes of
divergent welfare state characterisues wypically cired in the literamre also
fail to predicr differing age orientadons. As the bivariate scarer plots in
Figures 1.3 to 1.5 suggest, neither the demographic structure of a country’s
population, its wealth or “level of development,” nor the overall size of the
welfare stare predicr consistently how wellare stares will allocate resources
to the elderly and non-elderly in their populations. Figure 1.5 does show
aninverse relationship between total social spending and the age orientation
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of the weltare state (bigger welfare states tend to be less elderly-oriented),
but the presence of two very elderly-oriented outliers makes the relationship
seem much stronger than it might be for the remaining countries. These
data reveal the important point that there are both small { Japan) and large
iltaly) elderly-oriented welfare states, and both small (Ireland) and large
i(Sweden) youth-oriented welfare states. Ar the same time, classic "power
resources” variables, such as the strength of organized labor, employers’
preferences, and the relative power of Left and Christian Democratic polit-
ical partes, fall shore of explaining differences in the age orientation of
welfare states, as we see in chaprer 3.

Why don't classic theories of welfare state development explain these
outcomes? Some scholars have posiced that the demographic structare of
a population affects welfare state policies. In particular, the elderly are said
to have distinctive needs and disunctive preferences that drive welfare state
spending (see, e.g., Wilensky 1975; Pampel and Williamson 1%8%; Thom-
son 1989, 1993, These authors argue that traditonal welfare state theories
miss an important set of politcal actors, the elderly, because they focus
too narrowly on class-based acrors. A major aim of this book is to test this

b
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hypothesis abour the political influence of demographic groups. Can dif-
ferent mixes of welfare benefits for the young and old across countries and
across time be explained by pressure from wellare state constituencies in
the form of age-based lobbies?

The criticism thar standard welfare state theories ignore nonclass actors
has merit, but shifting the focus to the role of age-based actors does not
account for diverging welfare state age profiles. Two far more important
problems in the comparative welfare state literature need to be addressed
before it can be made to account adequately for the outcome that we are
erying to explain. First, the prevailing view of politicians as largely motvated
by programmaric goals must be revised 1o ke into account nuances in
the varieties of political competition. Second, we st consider how the
institutional environment within which electoral competition takes place
shapes welfare state regimes.

Explaining Vaviation in Age Orientation: The Argument in Brief

It welfare stares vary in surprising ways in their protection of older and
younger age groups in the population, how can we explain this variation?
Why do some welfare states emphasize protection for risks during child-
hood and the working lite, while others tocus more on covering needs in old
age? This book argues that two types of insttutions explain this variagon:
the structure of welfare state programs enacted in the early twentieth
century — occupationalist or citizenship-based - and the dominant mode
ol politcal competition in a polity, particularistic or programmatic.

First, as we see in chapter 3, the structure of early welfare state programs
atfects the populatons (labor marker “insiders” vs. *outsiders”) that are cov-
ered by public welfare programs. Since these populations ke on distineuve
age profiles with the development over tme of both public and private social
insurance schemes, the choice of which population to cover strongly influ-
ences the evenrual age orientation of social policy regimes. Second, the type
of political compettion characteristic of a party system affects the devel-
opment of welfare state programs in the post=Warld War II period and
determines whether elderly-oriented occupationalist welfare regimes can
“switch tracks” by adding more youth-oriented citizenship-based programs.
The policy studies in chaprers 4 through 6 reveal affinites between particu-
laristic politics and fragmented occupationalist social insurance regimes that
make program structure and the mode of political competition extremely
difficult to uncouple. In sum, this book argues that patterns of partisan

2
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competition and social pelicy structares interact over tme o produce
durable, mumally reinforcing constellations of social policies that marure
into either elderly-oriented or more youth-orented wellare states.

Tivo Watersheds of Welfare State Formation

At the heart of the distinetion between groups of countries with similar age
orientations lie two historical bifurcations in the paths of social policy devel-
opment. The firstsplit, the basic genetic division berween citzenship-hased
and occupational regimes, occurred in the late nineteenth and early twen-
tieth centuries, when modern staves grappled with new social and political
problems arising from industrialization. A second watershed occurred in the
decades around the Second World War, when most countries with occupa-
tionalist welfare systems considered adopting citizenship-based social pol-
icy regimes, but only a select group acmally ook concrete steps in this
direction.

The initial split berween cinzenship-based and occupational social wel-
fare regimes had profound consequences for the eventual age orienta-
tion of welfare spemilng.' In the countries adopting ctzenship-based
regimes (the Scandinavian and British Commonwealth countries), public
welfare provisions developed in the gaps not covered by murtual-aid pro-
grams run by labor unions. Stare welfare spending supplemented pre-
existing private occupational benefits, and so focused on the risks most
likely to be encountered by people who were not covered by murual-
ist benefits. In Manow's (1997) terminology, such welfare regimes “com-
pensated” for the gaps in private coverage, offering benefits for children,
women, and elderly citizens without pensions. Citzenship-based regimes
contained the seeds of programs that would later develop into the main-
stays of youth-oriented welfare states: support for mothers and childeen,
and comprehensive social assistance for those with weak ties to the labor
market.

! Ir should be noted thar in practice many welfare states mix citizenship-lased and occupa-
tonalist program rypes, Fven prior o Wor Id War 1L Sweden, lor example, had a pemsion
systern that combined 3 Har-rave citizenship-based benefie with g supplementary contrib-
utery ter oflering henefits grasded according e occupation. However, I.|'|I'-::-I.|gil.|||.|l. this
bwwsk 1 Eabsel welfare programs that have a substaneial compposent that is available wo crizens
regatdless of oceupation or contributery history as “l.':i[:i:r.t:'nsiii:p-h:l.iq_'l.L_ ter ddistinguish them
from programs in which there is no universal or means-tested entitlement independent o
labor market status.
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In those countries that eventually became more elderly-oriented, labor
movements in the late nineteenth cenwry relinguished contral over
autonomous forms of social insurance to the state. Public social insurance
programs thus built on the framework of occopational programs that unions
had construcred o benefic their own members. This technique of *upgrad-
ing" private occupational social insurance schemes by transforming them
o state-run programs (Manow 1997) resulted in public welfare benefits
that focused almost entirely on the needs of people with close ties to the
labor market. In these states, social protecrion {or groups outside the labor
market remained the province of nonstate actors, primarily families and
charities. Protection for people affiliated with the core labor market was
provided by the state, setting the stage for elderly-oriented welfare spend-
ing in much of Continental Europe, the Unired Staves, and Japan as core
work forces aged dramateally in the 1970z and 1980s. Thus, the structare
of welfare programs initgated in the late nineteenth and early twenmeth
cenmries laid the groundwork for different types of spending, resulting
it a basic division between youth-oriented universalist and means-teseed
welfare states, on the one hand, and more elderly-oriented occupatonalise
regimes, on the other.

A second watershed in wellare stave development, in the decades around
World War 1L, introduced further variation into the structure of weltare
state regimes, and hence into the age-orientation of welfare spending
in different countries. During and immediately after the Second World
War, most countries with occupationalist welfare states considered legisla-
tive proposals to introdoce substantial elements of the citizenship-based,
Beveridgean model ploneered in victorious Britin (Ferrera 1993}, Some
countries succeeded in this agenda, introducing forms of citizenship-based
coverage for children, women, and others with weak ties o the labor marker.
rher states, however, did not, and continued on a path woward growing
expendinires onanaging core work force and occupational pensioners, with
minimal coverage for the rest of the population.

How can we account lor the persistence of accupatonalism in some
countries and the inroducton of more vouth-oriented citizenship-hased
welfare policies in others after World War 11?7 The opposing slopes of this
second watershed are characterized by different maodes of polideal compe-
titign prevalent in different countries. The countries that did not adope uni-
versal programs in the 1930s through 1960s shared a particularistic mode of
political competition that inhibited the development of substantial univer-
sal welfare programs. As the vears passed, highly fragmented social security

11
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programs continued to provide resources for clientelist politicians and o
ohscure the costs of political clientelism, resulving in a self-reinforcing cycle
of particularistic politics, fragmented occupational welfare programs, and
elderly-orented spending.

Ttaly and the Netherlands: Contrasting Case Studies

The case studies of Tralian and Dutch social policies in chaprers 4 through
6 illustrate the “mechanism of reproduction™ (see Thelen 1999, Pierson
2000y that has sustained these path-dependent welfare policy outcomes
after World War IL Both Italy and the Netherlands had pure occupational-
istwelfare regimes before World War 11, and in both countries afrer the war
official reform commissions (the D’Aragona Commission in Iraly, the van
Rhijn Commission in the Netherlands) advocated moving to a universal-
ist, citizenship-based system. Other similarities, too, lead us to expeet that
the Wetherlands and Traly would follow a similar path after the war. Both
countries belong 1o Esping-Andersen’s (1990) Conservative-Corporatist
world of welfare; in both countries the major expansion ol the welfare
state in the postwar period was carvied out under coalitions dominated by
Christian Democratic parties; and in both countries labor relations regimes
were characterized by numerically weak unions and sporadie wipartite con-
certation. Yet taly has a highly elderly-oriented, occupatonal wellare sys-
tem, whereas the Netherlands is quite vouth-oriented and characterized by
a mix of occupational and cinzenship-based programs. The Netherlands
succeeded in implementing a number of new universalist welfare programs
after World War 11, while Traly, despite repeated attempis to do so, did
not. As a result, the Netherlands entered the 1990s with a far more vouth-
oriented welfare system than did Traly.

Why did Italy remain a strangly occupationalist welfare regime, while
the Netherlands adopred many citizenship-based programs? The key 1o
understanding this difference is the very different ways thar political com-
petition has been organized in the two countries for much of the postwar
period. Tralian politics has been characterized by an exwremely high degree
of politcal partcularism. By conerast, politics in the Netherlands has tended
toward the programmatic end of the spectrom. This difference in the maode
of politdcal competidon berween Ttaly and the Netherlands explains why the
Netherlands adopted citizenship-based welfare programs, such as universal
pensions, universal family allowances, and a basic social minimum, while
Traly did net.
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Clientelism and occupationalism interacted to prevent Iralian social
reformers Irom intoducing the cuzenship-based wellare regime envi-
sioned by the D Aragona Commission in 1947, Politicians associated with
both the Christian Democratic Party and the Talian Left were influenced
by the atmosphere of partcularistic political competition to block the har-
monization of pension benefits and the introduction of universal public
pensions in Italy = not just in 1947, bue also at least once in every decade
since. Clientelist politicians also resisted the development of neuwtral stave
capacities such as effective taxation, which in turn stymied attempts to intro-
duce universal benefits for children, the unemployed, and the elderly. And
the complexity of occupationalist programs made it difficule for either the
public or policy experts to see the results when politicians offered selective
benefits in return for votes.

Ifin Italy the combination of fragmented, occupational welfare programs
and particularistic politaal competition derailed attemprs wo inroduce new
universal social programs after the Second World Wae, the opposite was
true in the Netherlands, There neutral state capacities such as universal
taxation made it possible to introduce citizenship-based programs fairly
easily. The ability to levy and collect taxes on the self-emploved and farm-
ers, in particular, secured labor and the Lelts support for agreements that
introduced universal family allowances and pensions.

The simplicity and transparency of universal programs in narn made it
difficule for politicians to exchange highly vargeted benefits for vores. In
fact, once programs were universalized, it became impossible o increase
benefits for one group without increases for all recipients. In the case of
family allowances and unemployment benefits, this led wo a gradual esea-
lation of benefits, and when high unemployment hit in the mid-1970s,
costs for these programs soared as the number of beneficiaries increased
dramatically, In the case of public pensions, the sheer size of a program
dedicared o providing a decent standard of living for the entire elderly
popualation, combined with the ease with which furure outays could be
predicted, made many potencial advocares of higher pensions think wwice
before demanding benefiv increases. The simplicity and wansparency of
citizenship-based social programs tended to increase pressure for spend-
g in the benefit categories that did not provide full income replacement
over a long period - generally youth-oriented programs, such as family
allowances or unemployment insurance — and reduoced the pressure o
grant large increases in more expensive benefit categories such as old-age
insurance.
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The case stadies in chaprers 4 through 6 highlighy three distiner mech-
anisms by which the structure of welfare state programs and the mode of
political competition combine to affect the age orientation of social policies.
First, the distinction berween occupational and citizenship-based welfare
programs determines how politicians can use welfare benefits as tender in
the competition for votes, and thus alters politicians’ preferences about the
level of varions tvpes of benefits, Second, the structure of social programs
affects how salient different types of benefits are to potential recipients, and
how visible are the effects of decisions about where o allocate resources.
Finally, the mode of political competition affects the resources available to
politicians and policy makers who might wish to expand particular social
programs.

This essentially instinntionalist explanation for the variation in the age
orientation of wellare states poses a challenge to the existing literature on
comparative social policy on three frons. First, the argument presented
here demands that welfare state outeomes be analyzed in relation o other
public policies. In particular, the link berween tax systems and welfare ben-
efits is revealed o be a crucial one, which affects both the kind of weltare
benefits thar constituencies demand and what politicians can offer o meet
that demand. Second, this book argues that politicians matter for welfare
state outcomes not so much because of their ideological orentations but
because of the way they compete lor votes and office. Finally, this argu-
ment downplays the role of welfare state constituencies in bringing about
the policies that benefit them, and asserts instead the causal primacy of
long-rerm processes and interactions between program structure and polin-
cians’ behavior. In other words, it supports a sharp distinction between
welfare state regimes as the revealed preferences of powerful social groups,
and policies as ourcomes of insumtonally strucmred processes of politcal
interaction.
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Welfare states clearly work to transfer resources between age groups, not
least through pay-as-vou-go old-age pensions, which account for one-fifth
o onne-halfof total social spending in most couneries of the OECD. But the
elderly in different countries benefit vo varving extents not only from cross-
national differences in the generosity of pension benefits, but also from
differences in other policy areas, such as housing and health care. Similarly,
working-age adults and children benefit from a variety of programs financed
by the population at large, including education, publicly provided child care,
and income suppors.

The concept of intergenerational justice has prompted a robust theore-
cal literarure, but lintde empirical investigation.” In particular, we know very
little about how social provisions for different age groups vary across wel-
fare state types, across countries, or across ume. Because so livde is known
about the age-distributive properties of social policies, it is dangerous to
conclude that “the contemporary wellare state in capitalist democracies is
largely a welfare stave for the sldevdy” (Myles 1989} Nor can we be sure thar,
as some have argued, a single “selfish generation” that reached adulthood
just after the Second World War has wilored welfare state spending for
its own purposes { Chomson 1993) Withourt reliable measures of the age
orientation of social policies across natons and over tme, it 1s impossible
o know o what extent contemporary welfare states are biased woward the
elderly of particular generations, wward successive cohorts of the elderly,
or even if they are uniformly biased roward the elderly rather than the
young.

! This chapter is based substantially on Lynch 2001
! See, e, Daniels 1988; Johnson, Conrad, and Thomsoen 1989 and Laslen and Fishkin 1992,
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Tin this chaprer we consider a series of indicators of the age orientation
of social policies. The resulting rankings group countries quite consistently
according o how a variety of social policy instruments < divect expendi-
tures on social insurance programs, labor marker policies, education, and
healch care, as well as indirect wax expenditures and housing policies -
allocate resources to different age groups. The most consistenty elderly-
oriented welfare states in the sample of OECD countries considered here
are Japan, Italy, Greece, the United States, Spain, and Austria. The most
vouth-oriented are the Scandinavian countries, the Netherlands, and the
English-speaking countries other than the United States. A group of Con-
tinental European countries = Germany, France, Belgium, Luxembourg,
and Portugal = occupies the middle ground. Becanse these groupings of
countries are so consistent across policy areas, it is possible to develop a
simple measure of the age orentation of social policy regimes that uses just
a few pieces of readily available aggregare social spending dava

Bur given thar families often share resources across generations, or pur-
chase private insurance that acts as a form of resource transfer across the
life course, is the age orientation of sate policies really the form of inter-
generational transfer with which we should be most concerned? And are
aggregate spending measures really the best way to caprure the variation in
state policies?

Drerermining the age orientation of individual social policies can be dif-
ficult since policies often have effects, and reflect priorivies, other than
those most obviously indicated in starures. Early retirement provisions in
Iraly thar allowed female public-sector workers o retre av full pay afrer
only Ofteen vears of service are a good example. One could interpret these
“retirement” benefits not as a cransfer to the elderly, bur rather as family pol-
icy camonflaged for a context in which direct subsidies to working mothers
were unacceptable vo politically powerful religious forces (Saraceno 1994,
70y Because policies may reflect hidden priorides of policy makers and
may benefit more than one specified wrger group, ivis risky o draw con-
clusions abour who social programs are really intended to help based solely
on spending data, withour going deeper into the political struggles behind
the policies’ implementation. This chaprer works with aggregate spending
data 1o sketch a preliminary portrait of policy priorides; case studies in
chapters + through 0 fesh our this skerch.

Welfare transters taking place within the stare sphere are likely to be
closely intertwined with intergenerational wransters thar take place within
families and in the context of private markets, Sull, state policies woward
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different age groups are important even if they do not reflect the votal ow-
put of the state-market-family nexus for parvicular age groups. The disori-
butional consequences of effecting intergenerational transfers via families,
markets, or the state are not nentral. Welfare states take on distinety dif-
ferent purposes when redistribution is limived o transfers within families,
rather than berween families; and power structures within families are also
likely to reflect resource flows directed by the state.

It is tempring to allow the family to continue 1o serve as a black hox
obscuring the importance of state-sponsored redistribution to different age
groups. Intergenerational vies and resource sharing within families are sup-
posed to be the glue that prevents an explosion of wnsions between age
groups similar to the global upheavals of 1968, But the structure of pay-
as-you-go social insurance programs may provide a simpler explanation for
the current quiescence of younger cohorts in the face of elderly-oriented
welfare state spending. When populations and real wages are both grow-
ing, ransfers from the young to the old appear 1o be nothing more than
transfers across the life course - younger people pay for benefits that they
themselves will receive as they age. Under these eircumstances, politiciza-
tion of differences in welfare spending on different age groups is unlikely. As
demographic and economic growth both slow, however, there is pressure
tor balance social insurance budgets by increasing contributions now and
cutting benefits in the furure. The potential for politicization of conflices
between age groups over the apportionment of state resources becomes
important under these circumstances, though interpersonal tes berween
generations may mitigate the effects somewhat. Again, it is worth invest-
pating the age priorities of state spending because these priorities have a
political impact, even when buffered by the resources of families.

The State of the Art: Work on the Generational Effects of Welfare
Policy to Date

Two main strategies for measuring the generational effects of welfare poli-
cies are in evidence in the existing literature: “generational accounting,”
which emerged in the 19905 as the major form of economic research on
aging and social policy at the macro level, and an older body of sociological
work that sought to evaluate the effects of social policies on the life chances
ol different age groups.

Crenerational accounting models (see, ez, Kotlikoff and Licbfritz 19938)
evaluare current tax structures and benefic patterns 1o calcolare the lifetime
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tax-beneht position of specific age cohores in a given country. Applying a
standard discount rave, these models sum the voal remaining lifetime raxes
versus total remaining lifetime benefits in order to arrive ata fgure known
a5 a generational account for a person of a given age. For a person around
retivement age, the generational account will generally be low or negative,
since recent retirees have paid most of the taxes they will pay in their lifetime
and are about to receive a large infusion of benefits in the form of a pension.
Following the same logic, a person at age thirty will tend 1o have a much
higher generational account: a lifetime of income txes lies ahead, while the
education benefit has already passed and the pension beneht is far in the
furure. Caleulaning the generatonal account for a person horn today will
indicate the overall lifetime tax-benefit position of a newborn, assuming no
change in tax or benefit structures.

zenerational accounting provides a useful comparative baseline for
assessing the impact of present tx and ransfer programs on different
cohores, but the highly aggregate namre of the accounts makes interpre-
tation difficult. The combination in one measure of all tax and beneft
programs, not just those relevant wo social protection, makes it hard to
individuate the effects of welfare policy per se. Furthermore, the use of
discount rates means that accounts for any given age group are highly sen-
sitive to the value of the most proximate vax or benefit program. A third
limiration of the generational aceounting technique is that acconnts for all
age groups assume constant tax and transfer policies. This means that for
the generational accounts to reflect real aggregate pains (or losses) for a
given age group compared with any other, policies would have to remain
unchanged from the date of birth of the oldest cohort until the date of death
of the youngest, While generational accounts are useful for comparing the
liferime tax-benefic positon of newborns across countries were policier 10
vemain wnchanged, they are of licde udlivy (as Kotlikofl and Liebfritz are
careful to point out) in comparing the lifetime accounts of generatons that
have acwally lived through, or expect o live through, a grear deal of policy
change.

The generational accounting framework is concerned with the question
of generations, stictly speaking, norage groups. These concepis are related
but distinct. Public policies mav be neutral with respect to generations -
that is, they do not effect significant transfers berween groups of citizens
born at different poines in time - but ar the same time are blased woward
a particular age group. A purely contributory pension system, into which
peaple make payments when they are young and our of which they draw
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benefits when they are old, would fall invo this category. Conversely, one
could imagine an age-neutral policy thar effects large invergenerarional
transfers = for example, deficit spending resulting from a tax cut that is
carefully designed o affect levies on wage income and pension income in
equal measure,

In policy-making circles, generational accounting techniques and claims
about intergenerational justice have come to dominate on those occasions
when the age orientation of social policy regimes is under discussion. But
social policies are not static, and the diswribution of resources among dif-
ferent age groups, not among different generations, is often at the heart
of polidcal conflict over the welfare stare. Hence analysis of the age orien-
tation of wellare states should ideally clarify the distribution of resources
across age groups, as well as across generations.

Some important work in this area has been undertaken, (O'Higgins (1988)
offered a comparison of the wearment of elders and children in ten OECD
countries, with direct expenditure and some tax data for the period 1960 w
1985, Bur while this conteibution was an important first step toward the goal
ol measuring the age orientation ol social policy, a restricted sample size
and highly aggregate spending dara limited the analysis. Meyer and Moon
(1988} and Jencks and Torrey (1988) expanded the categories of analysis
bevond the confines of social insurance spending but, as did O'Higgins
(1988} and Pampel (1994), compared the simations of onlv the eldeely and
children, leaving out the middle ground of adulthood, where contempaorary
welfare states have had such widely varying successinadjusting to changes in
employment and family patterns. More recently, Castles and Ferrera (1996)
usefully consider the age-distributive effects of the housing/pension policy
complex, but are hampered in the conclusions they can draw by the small
number of cases and the limited set of policies that they discuss. Despite
a growing interest in the reladonship berween demographic change and
social welfare systems, major lacunae remain in our understanding of how
soctal policies work to transfer resources across age groups and generations.

Measuring the Age Orientation of Social Policy

The remainder of this chaprer is dedicated o evaluating in as much depth
and breadth as possible the distributon of public social policy resources
o different age groups in twenty highly industrialized democracies. Many
different kinds of public policies affect the distribution of public resources
to different age groups. Zoning regulations specifying minimmum housing
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lonsizes, stave subsidies of credit markets, and policies designed o stimulate
the emplovment of youth or older job candidates are just a few examples. 5o
a truly comprehensive measure of how states distribute resources across age
groups would need to consider the totality of policy arenas and inscraments
through which states might act to channel resources wo different age groups.

This chapter focuses, more modestly, on the distribution of benefits o
different age groups carried out through three key areas of public policy:
direct social expenditures on social insurance benefits, education, and health
care; tax expenditires on welfare-substituting goods; and housing policies.
Only public spending and private spending that is mandated by law {e.g.,
occupational pension schemes in France) are included.

The age categories employed throughout this analysis are elderly and
nunr-glderly. These categories are rather ungainly as compared with seniors
atud children, or labor market participants versus dependents. Bur they are
useful because public debates so often posit a trade-off berween continuing
o support the elderly at a high level and devoring resources to other kinds
of needs in the non-elderly population. The definiton of the relevant age
gronps is compelled as well by the considerable overlap between the well-
being of children and non-elderly adules, and the scane similarity between
the well-being of seniors and of their children’s and prandehildren's age
groups. Cross-nationally, poverty rates among seniors, afrer taking into
account both taxes and social benefits, are not highly correlated with the
samne measure for either childeen (# = .67 or non-elderly adules (» = .39,
However, post-tax, post-transfer poverty rates for children and non-elderly
adults are quite highly correlated (# = 89), with the relationship particularly
strong where poverty is concentrated among families with large numbers
of children.” Working-age adults and children experience similar risks of
poverty and receive similar degrees of protecton from the welfare state,
while the elderly are often in a cavegory all their own. Using elderly and non-
elderly as our basic age categories also responds to the pracuical demands
of working with social expenditure dara. While in most countries social
benefits are paid directdy wo elderly persons and not to their adule children,
rransfers intended for children (e.g., child allowances, day care subsidies,
funds for school fees or books) are always given 1o the parents and are
considered part of the parent’s income, not the child’s,

Puoverty rates are the percentage of individuals in each age group living in households with
size-adjusted dispozable income (after mxes and reansfers) below 30 percent of the country
median. Authors calculations fraom Luxembonrg Ineome Stody daca,
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