
 

 
Universitat de València - ERI POLIBIENESTAR.  

Edificio Institutos-Campus de Tarongers. Calle Serpis, 29. 46022. Valencia.  
Phone: (+34) 96.162.54.12– C.I.F. Q4618001-D 

Email: espanet2011@uv.es 
 

 Page 1 of 39 

 

 

 

9th Annual ESPAnet Conference 

Sustainability and transformation 

 in European Social Policy 

Valencia, 8-10 September 2011 

 

 

Stream 4: Agency and social policy transformation: 

bringing actors back in to the research on social policy  

Stream convenors: Dorota Szelewa (University of Bremen) and Michal 

Polakowski (Maastricht University) 

mailto:espanet2011@uv.es


 

 
Universitat de València - ERI POLIBIENESTAR.  

Edificio Institutos-Campus de Tarongers. Calle Serpis, 29. 46022. Valencia.  
Phone: (+34) 96.162.54.12– C.I.F. Q4618001-D 

Email: espanet2011@uv.es 

Page 2 of 39 

 

 

 

 

 

 

CAPITALISTS AGAINST CRISIS: 

EMPLOYERS AND SHORT TIME WORK  

IN GERMANY AND ITALY, 2008-2010 
 

FEDERICO PANCALDI 

University of Milan 

Graduate School in Economic, Political and Social Sciences 

federico.pancaldi@unimi.it 

 

ABSTRACT 

Short-time work (STW) has represented one of the chief social policy programs in many 

European countries in order to prevent massive redundancies during the recent crisis. Also due 

to its impact on labour cost reduction, employers openly endorsed measures boosting STW 

schemes. Why did employers pro-actively support an instrument of job protection? What factors 

informed employers' preferences across sectors and size classes in comparative perspective? 

Drawing on the literature on Varieties of Capitalism, this paper argues that STW represents a 

proper case of business support to employment protection as a means of proximate skill 

protection. Through the comparison between Germany and Italy, this work analyzes STW 

within the framework of their respective production regimes, and argues that a set of 

institutional complementarities shaped diverse incentive structures for employers to support 

such program. In line with theoretical expectations, it was especially employers in skill-

intensive manufacturing sectors to advocate for the relaxation of STW rules in both countries. 

By contrast, the inclusion of all firms in the same unemployment insurance fund incentivized 

German employers in crafts and service sectors to monitor excessive expenditures and possible 

competition distortion of STW. By contrast, the traditional exclusion of the latter sectors from 

STW coverage in Italy coupled with the unconditional deployment of fiscal resources prompted 

these employers to advocate for benefits as an instrument of support to business survival and 

sustenance of internal product demand. 
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1. INTRODUCTION 

 

The disruptive consequences of the financial crisis on labour markets prompted grand 

part of European governments to strengthen, among other things, one program aimed at 

subsidizing working time reductions in order to protect employment levels, namely 

short time work (STW). Through the deployment of extraordinary resources, states 

financed temporary  adjustments which facilitated access and use conditions for firms, 

increased maximum duration of benefits, and extended the range of eligible workers. 

Due to actors' awareness of the exceptional gravity of the economic downturn, 

widespread political consensus accompanied the decision-making process for as well as 

the implementation of emergency STW schemes.   

         As this papers shows, the relaxation of STW rules met stunningly great support 

also on the part of business. Instead of antagonizing the intromission of politics into the 

free play of market forces, employers associations openly welcomed policies 

corroborating the protection of existing jobs and constraining processes of labour force 

adjustment. In other words, to borrow Korpi's terminology (2006), employers have been 

'protagonists' - not merely 'consenters' to the expansion of STW. From this angle, the 

politics of the social responses to the crisis seems to challenge the conventional 

assumption that business always aims for 'as little legislation and as much flexibility in 

social and labor market policy as possible' (Huber and Stephens 2001). 

      Why did employers play such a pro-active role in supporting the potentiation of 

STW schemes? To what extent was their position informed by a genuine interest in 

social protection, and could not be instead regarded as a strategic behavior to contain 

social conflict? On the other hand, how widespread was the consensus within the 

business community? What factors have informed the preferences and of employers in 

different economic sectors and size classes? Finally, how can we explain different 

patterns of agency of employers associations on a cross-national comparative level?  

        This paper answers such questions by comparing Germany and Italy. STW 

schemes represented the chief labour market policy response to the crisis in both 

countries, also given their inherent role in the respective income maintenance systems 

mailto:espanet2011@uv.es


 

 
Universitat de València - ERI POLIBIENESTAR.  

Edificio Institutos-Campus de Tarongers. Calle Serpis, 29. 46022. Valencia.  
Phone: (+34) 96.162.54.12– C.I.F. Q4618001-D 

Email: espanet2011@uv.es 

Page 4 of 39 

(Sacchi et al 2011, Mosley and Kruppe 1996). By 2009, short-time workers made up for 

2.66% of total dependent employment in Italy and 1.76% in Germany, against a 

European average of 1.06% (Eurofound 2010: 37). Yet, as shown below, the 

institutional design of the German Kurzarbeitergeld (henceforth, KuG) and the Italian 

Cassa Integrazione Guadagni (CIG) provides for considerable variance between the 

two countries.  

       The argument of this paper is two-fold. Firstly, it enhances the comparative 

understanding of STW by framing its strategic function within the 'institutional 

complementarities' of different varieties of capitalism (Hall and Soskice 2001). In the 

German type of coordinated market economy, KuG represents a policy tool through 

which  an 'enabling' state sustains cooperative industrial relations and an inclusive 

income maintenance system by protecting core workers' competences in high-skill 

manufacturing  branches during economic downturns. By contrast, CIG exerts an 

ambiguous political economic function in the Italian mixed-market economy (Molina 

and Rhodes 2007). A 'pervasive' state employs CIG in order to correct coordination 

failures within adversarial industrial relations and to compensate for scant 

unemployment protection by concentrating skill protection on few core manufacturing 

firms, yet excluding the predominant layer of small enterprises in labour-intensive, low-

productivity branches. 

        Secondly, this papers contributes to the theoretical debate over employers 

preferences on labour market institutions. On one side, the case of STW seems to 

revitalize the thesis by scholars of Varieties of Capitalism (VoC), according to which 

employers in skill-intensive sectors hold genuine preferences for risk socialization and 

employment protection (Estevez Abe et al 2001, Iversen 2005). In fact, German and 

Italian manufacturing employers supported STW as an instrument of proximate skill 

protection. Unlike the distant protection supplied by unemployment benefits, labour 

hoarding allowed to avoid redundancies and recruiting costs. However, a closer analysis 

to the heterogeneity of business in post-industrial economies highlight important inter-

sectoral variations (Swenson 2002, Mares 2003) on the best preferred design of STW 

between exposed and sheltered sectors as well as size classes. The tax financing of 

schemes provided a powerful incentive for Italian small and tertiary firms to support 

STW despite their minor economic rationality of use, whereas contribution-based funds 
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pushed their German counterparts to endorse only limited extensions in order to control 

expenditures. On the whole, a logic of strategic opportunism  informed the preferences 

of various business segments, thus paving the way for the formation of political 

coalitions with government and trade unions in support of specific policy design. 

           This work adopts an approach grounded on actor-centered institutionalism, 

according to which institutional rules constitute 'structures of incentives' for actors in 

considering policy options, constituting actor constellations, and shaping their modes of 

interaction (Scharpf 2000: 776). In order to take into due account the different factors 

shaping employers' preferences and agency, this work will methodologically proceed by 

process-tracing employers' position during the decision-making process over the 

extension of STW in Germany and Italy between the outbreak of the financial crisis in 

October 2008 and the adoption of the main anti-crisis packages between 2009 and 2010. 

Qualitative data are drawn on an extensive set of associations documents, parliamentary 

hearings, quality press articles and a set of four interviews per country with 

representatives of the main employers associations and trade unions.  

        The paper is structured as follows. The first section discusses the fit of STW within 

the theoretical framework of varieties of capitalism, and outlines the ensuing hypotheses 

with respect to employers' preferences over social policy. In the second section, we will 

analyze the main institutional traits of STW schemes in Germany and Italy before the 

crisis and their temporary adjustments. The third and fourth sections will respectively 

deal with the single case studies. The fifth section concludes.        

 

2.1. SHORT TIME WORK IN A VARIETIES OF CAPITALISM PERSPECTIVE 

 

STW is a public scheme whose main function is to maintain existing employment 

relationships in place by compensating workers for temporary reductions in working 

time with a wage replacement allowance. Upon agreement with workers' representatives 

and labour offices, employers benefit from a subsidized reduction of labour costs for a 

limited period of time. In turn, affected employees receive an allowance replacing a 

percentage of the wage for fallen working hours, with the perspective of returning to 

their job. In this light, STW ambiguously balances between a social protection and an 

economic function.  
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      From the viewpoint of social policy, STW constitutes a hybrid policy tool between 

employment protection and unemployment insurance. On one side, STW is 

complementary to high levels of dismissals protection (Arpaia et al 2010: 13), 

especially for core permanent workers. In countries where individual and collective 

redundancies are subject to costly and time-consuming procedures, STW provides firms 

with an instrument for immediately adjusting work volumes through internal, temporal 

flexibility (Auer 2010). On the other hand, STW schemes are administratively 

incorporated within income maintenance systems, though functionally separated from 

more conventional unemployment benefits (UB). In fact, the latter intervene to sustain 

workers' income levels after the termination of an employment relationship. UB are thus 

regarded as a tool of employment security supporting individual transitions from 

unemployment towards a new job (Schmid and Reissert 1996), and counterweighting 

firms' recourse to external/numerical flexibility. On the contrary, STW schemes 

intervene to support the maintenance of employment relationships. Hence, they can be 

generally be understood as instrument of job security for workers, especially in their 

conjuctural version.
1
  

           In turn, the economic function of STW may prove attractive for employers as 

well. Unlike UB, STW has a direct effect on containing the dispersion of human capital. 

VoC scholars have famously interpreted earnings-related UB and dismissals regulation 

as instruments of skills protection (Estevez Abe et al 2001, see below). However, since 

UB come into play only once separations between firms and their workers have 

occurred, they do not avoid neither the likely social turmoil accompanying layoffs nor 

subsequent recruiting costs. In other words, employers could conceive of UB as a tool 

of distant skill protection. On the contrary, STW allows for an immediate possibility of 

hoarding skilled labour. Besides, the maintenance of workers' earnings structure avoids 

the emergence of conflict with trade unions, thus contributing to social peace within 

plants and more generally in the industrial relations system. Therefore, STW endows 

employers with a strategic option for proximate skill protection that may result far more 

efficient for labour management than UB, upon the decisive condition that firms 

consider their potential of market survival and future labor need. The socialization of 

                                                           
1 In turn, structural STW schemes intervene when the outcome of production restructuring does not 

ensure the rescue of the jobs of all affected workers, thus frequently procrastinating redundancies.     
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economic risks allows employers to shift the costs of reduction in productive activities 

on a broader pool in the short term, and to gain from the maintenance of their trained 

workforce once the downturn is over. 

       In this perspective, we may interpret cross-national differences in the design and 

role of STW according to the framework advanced by VoC scholars. STW performs a 

'pure' function of skill protection in coordinated market economies (CMEs) such as 

Germany, where the prevalence of firm-specific skills and cooperative industrial 

relations stimulate strategies at plant-level in order to retain the core skilled workforce, 

also given strict dismissals regulation. Hence, the state exerts an enabling role (Kitschelt 

and Streeck 2003: 7-8) in supporting consensual crisis management between the social 

partners, monitoring the effects of STW on inter-firm competition, and providing 

comparatively extensive income maintenance for workers made redundant. By contrast, 

STW plays little if no role in liberal market economies (LMEs), where general and 

transferrable skills couple with little employment protection, and redundancies represent 

the most likely strategy for firms during downturns (Boeri and Bruecker 2011). In fact, 

in countries such as the UK or Denmark, STW is organized as temporary lay-offs (or 

'partial unemployment'), in which workers maintain their work contract but officially 

count as unemployed and are subject to job search obligations (Arpaia et al 2010: 19). 

Finally, mixed-market economies (MMEs) such as Italy witness a reflexive equilibrium 

between the fragmentation of production system and the segmentation of social 

protection schemes (Molina and Rhodes 2007). STW is targeted on few skill-intensive 

firms, and provides a means for the state to mediate adversarial industrial relations 

through public resources and compensate for scant unemployment protection. Hence, a 

political logic tends to inform the selective distribution of benefits with likely 

'dysfunctional' effects (De Cecco 2007) on inter-firm competition, to the particular 

disadvantage of excluded sectors. 

       If VoC represents a useful framework in order to understand the systemic placement 

of STW in different production regimes, the reverse is also true with respect to the fit of 

STW to test whether VoC theoretical tools provide us with a consequent key to interpret 

employers' preferences with respect to skill protection during downturns.  

 

1.2. EMPLOYERS AND SKILL PROTECTION:  
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       During the 2000s, the status of employers preferences on labour market institutions 

has turned from a 'neglected' to a 'contested' variable in the political economic literature.  

     One traditional interpretation of welfare state development is grounded on a conflict-

oriented perspective that regards social policy as the output of the struggle of 'politics 

against markets' (Esping-Andersen 1985). The structural position within production 

relationships and societal class divisions inform workers' struggle for risk protection as 

much as employers' ubiquitous opposition to market-correcting institutions across time 

and countries. It is only the 'power resources' (Korpi 1984) of organized labour and 

leftist political parties that turn employers into reluctant 'consenters' to labour market 

and social policy (Korpi 2006), as a strategic move in order to pacify industrial relations 

and contain policy outputs within the least-disliked institutional design (Paster, 

forthcoming).  

        The literature on VoC challenged this view. These scholars suggested that labour 

market regulation constitutes one of those 'complementary institutions' around which 

employers organize their production strategies in diverse variants of capitalist 

organization (Hall and Soskice 2001). Systemic features of domestic production 

regimes generate intrinsic incentives to employers' rational preferences so as that, in a 

Smithian fashion, it is by following their self-interest that employers in skills-intensive 

sectors turn into active 'protagonists' in the development of social protection institutions. 

This is in particular the case of the German ideal-type of CME, characterized by long-

term investments in highly trained workforce and cooperative industrial relations. Here, 

employers tend to regard employment and unemployment protection institutions as 

effective instruments to shelter core workers from market uncertainties, thereby 

protecting their own investments in asset-specific skills and ensuring workers' loyalty to 

the firm (Estevez Abe et al 2001: 145, 181, Wood 2001).
 
In line with the presumption of 

a privileged position of business in the political arena (Lindblom 1977), VoC scholars 

famously conclude that 'social protection often stems from the strength rather than the 

weakness of employers' (Estevez Abe et al 2001: 181).  

      The theories here outlined thus propose competing explanations for STW expansion 

during the crisis. According to a conflict-oriented approach, we can expect employers to 

stand united against political intromissions in their strategies of crisis management. The 

joint pressure of trade unions and governments will force business to reluctantly consent 
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to STW under the condition of minimizing labour costs. By contrast, a VoC approach 

predicts that particularly employers in skills-intensive sectors will pro-actively mobilize 

for boosting STW schemes in order to protect their core workers' skills. However, both 

approaches share a common weakness, as neither of them can convincingly account for 

the heterogeneity of production systems in post-industrial economies, characterized by 

the expansion of low-productivity service sectors beside the manufacturing core. 

Conflict-oriented theories do not problematize the issue by assuming uniformly weak 

preferences on social policy. On the other hand, the 'hard core' VoC argument not only 

suffers from a 'functionalist bias' that circumvents intervening variables of political 

nature (Hancké et al 2007, Hall and Thelen 2009), but also does not explain inter-

sectoral differentiations in business policy preferences. In a nutshell, if manufacturing 

branches have an intrinsic interest in skills protection, do employers in low-skill 

services branches share the same concern? If not, what kind of policy design will they 

support?   

      From this angle, we can rely on third – and less considered – body of literature 

which emphasizes inter-sectoral divisions underpinning business internal politics on 

labour market and social policy (Mares 2003a). Skills protection, risk socialization, and 

cooperation with labour constitute strategic interests for those employers in skill-

intensive, exposed, and densely unionized sectors, such as core manufacturing branches 

and financial services (Mares 2003b). By contrast, employers in labour-intensive and 

sheltered service sectors as well as in small-sized firms tend to be 'predominantly 

concerned with the impact of social policy on their non-wage labour costs', thus to 

prefer as little risk redistribution across economic branches as possible (Mares 2003a: 

257). Although we can have little empirical evidence on pre-strategic business interests 

on social policy,2 we may well hypothesize that employers preferences may diverge 

with respect to the concrete institutional design when attracted in the political arena, 

once that problem pressure and political conditions make it impossible to eschew 

legislation.  

                                                           
2 Mares relaxes the assumption of a pre-strategic interest of employers in social policy: 'the concept of 

strategic alliances […] does not assume or require a commonality among the interests of the actors 

prior to the bargaining process'. Therefore, a political nature informs social policy deals between 

unions and employers, 'despite a profound disagreement about basic issues of institutional and policy 

design prior to the policy deliberations' (Mares 2000: 228, italics added). 
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      Studies on the origins of unemployment insurance (Mares 2000), collective 

bargaining institutions (Swenson 2002) as well as on their recent reform processes in 

CME's (Hassel 2007, Palier and Thelen 2010) found that large manufacturing producers 

tend to drive the formation and ensure the resilience of 'strategic alliances' (Mares 2000) 

with related sectoral unions in support of social insurance programs. Not forceful 

ideological dissent nor structural interests determine employers preferences. Different 

segments of business act out of a logic of strategic opportunism with respect to their 

specific production needs, and contribute to the formation of coalitions in order to shape 

policy design more closer to their respective preferences. 

     In this view, we can expect employers preferences to unfold over STW according to 

the pattern outlined in the table 1 below. Skills-intensive sectors such as manufacturing 

branches such as the car sector or traditional financial services are expected to advocate 

for the greatest extension possible of STW during crises, in order to avoid shedding 

their trained workforce. Moreover, since union density is traditionally higher in core 

sectors, employers will be likely to favor solutions that minimize the costs of industrial 

conflict and, in face of strict employment protection, the economic costs of 

redundancies. On the other hand, we can expect labour-intensive sectors, for instance in 

retail commerce and personal services, to oppose STW extension, due to low skills of 

their workers - also witnessed by wider diffusion of non-standard work (Eichhorst and 

Marx 2010) – and lesser degrees of labour organization. 

 

Tab. 1 Hypothesized distribution of preferences on STW, depending on the firms types. 

 Skill-intensive sectors  Low-skill sectors  

                                 Examples 

Firm size  

Manufacturing (metal-working, 

chemicals), banking and insurance 

Personal services, commerce,  

hotels and restaurants 

 

Medium and Large firms 

- capital-intensive; 

- high-skilled labour; 

- high union density 

- capital intensive; 

- mixed skills (larger share of non-

standard work); 

- mixed union density 

Expected policy preference > greatest extension of STW possible; 

> contribution-based benefits 

> moderate extension of STW; 

> mixed financing 

(contributions+taxes) 

 

Micro and small firms 

- labour intensive; 

- high-skilled labour; 

- low union density 

- labour intensive; 

- low-skilled labour; 

- low union density. 

Expected policy preference > moderate extension of STW  > no extension of STW 
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> tax-based benefits  > tax-financed benefits 

Source: own elaboration, drawing on Mares (2000, 2003b). 

 

       In turn, firm size constitutes a crucial characteristic for employers' cost evaluation. 

Clearly, large firms are not insensitive to labour costs, but they can offset them both 

through productivity gains and by shifting price savings on subcontractors. Instead, 

given higher labour-intensity of smaller firms, labour costs represent a consistent share 

of total production costs whose increase can be hardly passed on consumers through 

higher prices. It follows that we can expect especially employers in low-skill branches 

to oppose STW during crises, as it is of little use for them, and it is likely to drive 

expenditures upwards and leave little room for more favourite measures, such as tax 

reductions. However, employers in skills-intensive craft firms may support STW 

schemes only if its costs do not impinge on their balance sheets, in other words if these 

are financed via general taxation.                     

        To sum up, an inter-sectoral approach can help us to have a better understanding of 

the complexity of business interest on STW, thus also of the politics of its extension. If 

we conceive of the latter as an instrument of proximate skill protection, then we will 

expect skill-intensive manufacturing employers and their unions to support STW against 

the partial or total adversity of low-skilled tertiary sectors. According to an 

institutionalist framework, however, institutional rules and complementarities crucially 

shape actors' perception of the returns of existing STW arrangements and provide for 

differentiated incentive structures to reform during hard times. The next section thus 

analyses the pre-crisis configuration of German and Italian STW schemes. 

 

3. SHORT-TIME WORK IN GERMANY AND ITALY  

 

STW has constituted an inherent feature of both the German and the Italian 

unemployment insurance systems since the postwar period. Its development arguably 

complemented comparatively strict levels of dismissals protection for open-ended 

contracts
3
 as a policy tool for the governance of economic crises. On the grounds of the 

                                                           
3 Following the OECD index of employment protection legislation, Germany and Italy respectively 

score 3.75 and 4.88 for collective dismissals on a scale between 0 (lowest) and 5 (highest). In turn, 
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common Bismarckian root, both the German Kurzarbeitergeld (KuG) and the Italian 

Cassa Integrazione Guadagni (CIG) are configured as contribution-based schemes, 

whose funds are managed by the same administrative structures as unemployment 

insurance. Insured firms and their workers are eligible for benefits that replace a 

percentage of the hourly wage for fallen working hours up to the full working time 

(STW on 'zero hours'). In turn, rules normally exclude non-core  employees such as 

apprentices and temporary agency workers as well as independent contractors that 

legally figure as self-employed.  

       Despite these similarities, significant differences underpin the design and function 

of STW schemes in Germany and Italy. Such specificities in the organization of STW 

encroach and complement a number of political and institutional features proper to 

distinct models of production regimes, which the VoC literature has conceptualized 

respectively as a coordinated and a mixed market economy. 

 

3.1.STW IN QUIET TIMES 

 

Entitlement rules constitute the first aspect remarkably distinguishing the German KuG 

from the Italian CIG. The former encompasses all types of firms regardless of economic 

sector and size class. All firms and insured workers pay equal contributions to the 

unemployment insurance fund and share the same entitlement to benefits (tab 2). This is 

very different in Italy, where the conjunctural STW scheme (CIG ordinaria, CIGO) 

covers only industrial firms and related crafts, which pay an additional contribution on 

top of unemployment insurance.
4
 In turn, structural STW (CIG straordinaria, CIGS) 

introduces a further differentiation in terms of size class, as it includes only larger firms 

in the industrial, commercial and touristic sector (tab 3). The organization of risk 

sharing arguably constitutes a crucial source of actors' coordination. In Germany, 

diffuse resource ownership stimulate peak employers associations and unions to exert 

more control on resource allocation in order to contain expenditures and prevent 

                                                                                                                                                                          
Germany witnesses higher protection for individual dismissals (3 point, since 2003) than Italy (1.77). 

However, in the latter case a strong differential separates firms with more than 15 employees from 

smaller enterprises, where dismissals procedures result significantly smoother. 

4 Separated schemes are in place for Italian construction and agricultural firms, which are in 

turn included in the unique 'bad weather' scheme in Germany (Schlechtwettersgeld) 
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distortion effects on domestic competition. By contrast, the segregation of the risk pool 

in Italy may induce similar coordinative inputs within the restricted circle of insured 

economic sectors. Yet, excluded sectors have to rely on state intervention in order to 

obtain the same kind of collective good as STW.   

 

[tab. 2 and 3 about here] 

 

      In turn, eligibility conditions reflect different characters of political economic 

governance in the two countries. German employers may apply for KuG only after 

exhausting alternative flexibility measures within firms such as working time accounts, 

and nevertheless face a double conditionality threshold.
 
Moreover, work councils play a 

key role not only because plant-level agreements constitute a further binding condition 

for benefit concession, but also for they can even initiate KuG. It follows that the 

constitutional nature of co-decision procedures renders bargaining part of an ordinary 

process in the German framework of cooperative industrial relations, and KuG provides 

a last resort support by the state to facilitate social partners to strike deals with mutual 

benefit for firms and workers. On the other hand, CIG usually constitutes the first resort 

for managing firms crises in Italy. Consultation with trade unions is mandatory for 

drafting firm-level social plans in the application procedure for CIG, although their 

outcome is not binding to the concession of benefits, which is actually dependent on the 

decision of tripartite commissions chaired by public authorities. Thereby, trade unions 

reap an extraordinary stake in firms management, whereas the state provides resources 

in order to mediate between the parts, and correct coordination failures 'in the shadow of 

authority' within the Italian context of adversarial industrial relations. 

          Different levels in the generosity of STW for both firms and workers adhere to 

diverse  political economic roles of the German and Italian states, and to the 

characteristics of their income maintenance systems. Germany charges firms with 80% 

of the total social insurance contributions on fallen working hours, which are halved 

only after the sixth month of withdrawal or upon the supply of training programs for 

workers. On the contrary, the effective usage of CIG bears little costs to Italian firms, 

which benefit from a full exemption from contributions but refund the social insurance 

institute with up to 8% of workers' hourly wage depending on firm size. Moreover, 
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whereas the duration of conjunctural schemes is somewhat stricter in Italy than in 

Germany, CIGS can be granted for up to 4 years in the case of firm restructuring against 

the formal 12-month limit to the German structural KuG. In this sense, the German state 

performs its enabling function by controlling that KuG withdrawal does not 'dope' inter-

firm competition. In turn, Italy provides more conspicuous support to the market 

survival of firms, and public authorities retain considerable discretion in conceding 

particularistic extensions of benefits.   

        Finally, the social protection role of STW is not only witnessed by the nominally 

higher wage replacement rate supplied to workers by CIG rather than KuG (80% of the 

hourly wage vis-à-vis 60%). As Sacchi et al (2011: 471-2) argue, it is rather the 

configuration of the income maintenance systems that assigns different functions to 

STW in the two countries. CIG has traditionally worked as a 'functional substitute' for a 

weak system of unemployment benefits, characterized by strict eligibility rules, lower 

replacement rates (60% since 2007), and the absence of a general minimum income 

scheme. By contrast, KuG exerts a complementary function to unemployment benefits 

(ibidem) which provide equal wage replacement rates and training opportunities, and are 

eventually  underpinned by universalistic unemployment assistance scheme. 

   

[Tab 4 about here] 

 

      In sum, the functioning and functions of STW in Germany and Italy reflect different 

models of labour market governance corresponding to the main organizational traits in 

their respective production systems (see tab. 4). In the German coordinated economy, 

KuG tends to respond to a predominantly economic logic of temporary support to firms 

crisis management by facilitating social partners' agreements through wage 

compensations for workers. The task of cushioning the effects of redundancies is 

separately assigned to a comparatively extensive set of labour market policies. On the 

contrary, considerations of a rather political nature underpin CIG in Italy. Its 

organization overlaps with typical traits of the country's mode of labour market 

regulation, such as the pervasive intervention of the state in directly mediating social 

partners' coordination failures (Molina and Rhodes 2007: 226-9), and the selective 

distribution of welfare resources in a 'corporatist' fashion (Ferrera 1996: 21-5). Against 
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this background, it is possible to have a clearer understanding of the use of STW during 

the financial crisis. 

 

3.2. SHORT-TIME WORK DURING THE CRISIS 

 
The financial crisis had a tremendous impact on the German and Italian economies. It was 

especially the plummeting of the respective manufacturing sectors that drove an overall fall of 

GDP by about 6.6 and 7.0% in Germany and Italy between 2008 and the second quarter of 

2009. Added value in the industry including constructions crumbled in both countries by more 

than 20% during this period, thus prompting significant employment contraction. Comparing 

the last quarters of 2008 and 2009, tab 5 shows that Germany lost 1.4 million jobs in the 

industry, whereas in Italy losses were less abrupt on the short term because of massive recourse 

to CIG but extended well throughout 2010. By contrast, service sectors limited redundancies 

during the heyday of the crisis especially in Germany, and witnessed a modest though quicker 

recovery thereafter. However, not only do different dynamics in the rise of unemployment in 

Germany (peaking to 7.9% in the third quarter of 2009) and in Italy (reaching a maximum of 

8.5% in the first two quarters of 2010) conceal the longer duration and stronger consistency of 

the Italian crisis. Germany witnessed four trimesters of GDP fall which were then followed by a 

recovery of 5.5% of GDP in the following months. By contrast, Italian GDP losses had had an 

earlier start already by the end of 2007. After seven trimesters of negative figures, recovery 

amounted only to 1.9% of GDP until the end of 2010 (ISTAT 2011: 8-9). Given different 

economic and employment conditions in the pre-crisis period, they also emphasize different 

political economic strategies within which the German and Italian governments boosted STW. 

 

[tab. 5 about here] 

 

     Hardly any other labour market instrument has played a more important role during 

the crisis as STW in Germany and Italy. In both countries the use of STW reached the 

highest historical peak since the postwar (Brenke et al 2010, CNEL 2010: 165 ff.). 

Governments significantly relaxed eligibility and use conditions for firms including the 

diminution of costs, enlarged the range of workers entitled to benefits, and extended the 

maximum duration of benefits. 

       In Germany, the then grand coalition government reacted in November 2008 by 
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extending the minimum legal duration of KuG up to 18 months and reducing 

contributions to the unemployment insurance fund to 2.8%. In face of the mounting 

crisis, the cabinet approved a second and more consistent Conjuncture Package 

(Konjunkturpaket II) in January 2009 which devoted € 770 millions to consolidate the 

exceptional rules (Sonderregelungen) to KuG until december 2011. The act lifted 

double requirement for firms eligibility, the state took in charge half of social insurance 

contributions from day one, and the whole amount after the seventh month of use or in 

the case firms provide their workers with re-training measures. Besides, the maximum 

duration was further stretched to 24 months in April 2009. Finally, temporary work 

agencies were allowed to draw KuG for their employees regardless of the latter's 

assignment situation. In April 2010, the new CDU-FDP government prolonged 

exceptional rules until June 2012 but also decreased KuG maximum duration to 18 

months (see tab 3). 

      A similar strategy characterized the government's reaction in Italy, even though different 

starting conditions provide for noticeable differences vis-à-vis the German case. The extension 

of CIG to uncovered sectors (ammortizzatori in deroga, 'emergency CIG') had constituted a 

recurrent praxis since 2003 through the yearly deployment of ad hoc state resources (Anastasia 

et al 2009). Therefore, the first governmental reaction was to increase those funding from 

previous € 460 millions to € 1.6 billions with decree 185 of 2008. More encompassing 

adjustments were then adopted in february 2009 through the Anti-Crisis package (law n. 

2/2009). Therewith, the government enlarged the coverage of CIG to all economic branches and 

forms of subordinated employment including temporary agency workers and apprentices, for a 

maximum duration up to 12 months (tab. 4). Firms were allowed for the possibility to cumulate 

ordinary and emergency schemes upon the consent of public authorities and within the limits of 

available resources. However, since excluded firms had never contributed to CIG funds before, 

it was predominantly tax resources to finance their inclusion within the scheme coverage, except 

for a participation by 20% of the benefits on the part of sectoral 'bilateral' funds.
5
 Finally, given 

the coverage gaps in the general income maintenance system, another part of public spending 

                                                           
5 “Bilateral bodies” (Enti Bilaterali) are publicly regulated funds, which were set in place during the 

1990s and are managed by the social partners at sectoral level via regional collective agreements. 

Their main aim is to organize and finance vocational training programs as well as 'social shock 

absorbers', and are mostly developed in the crafts, commercial, and temp agency work sectors 

(Leonardi 2007). 
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was also turned to finance the extension of long-term unemployment benefits (mobility 

allowance)
6
 as well as targeted income support measures for independent contractors.     

       Undoubtedly, the relaxation of STW rules enjoyed a large success. At its height in Mai 

2009, some 1.4 millions German workers drew at least one hour of KuG benefits, whereas some 

1.55 millions Italian employees benefited from CIG during the year 2009. The OECD estimated 

that STW schemes helped rescuing some 200,000 jobs in Germany and 120,000 in Italy (OECD 

2010: 71-2). More in detail, it were industrial branches absorbing grand part of the resources in 

both countries. In Germany, firms in manufacturing received 64.1% of total KuG benefits (fig. 

1), and 86.3% of total CIG resources in Italy on average during 2009 and 2010 (fig 2). 

Moreover, 43.7% of total affected workers stemmed from firms with more than 200 employees 

in Germany during the same period. Likewise, CIG recipients were predominantly firms over 50 

employees, even though the share of medium-sized firms employing CIG increased up to 27.1% 

on the total between 2008 and 2010 (ISTAT 2011: 123).      

 

[Fig. 1 about here] 

 

[Fig. 2 about here] 

 

On the whole, the massive use of STW turned out to be an effective policy tool to 

prevent more consistent employment losses, especially in those manufacturing sectors 

that were most affected by the crisis. However, a caveat applies. By its own nature, 

STW best protected the jobs of the core workforce, i.e. workers with open-ended 

contracts. Much less successful was it to rescue non-standard workers after the 

exhaustion of their labour contracts. For instance,  temporary agency workers fell by 

209 thousands units in Germany, and 100 thousands in Italy between october 2008 and 

may 2009, notwithstanding self-employed and independent contractors, which were 

formally excluded from STW scope of action. 

 

3. REDISCOVERING KEYNES? GERMAN EMPLOYERS AND STW 

    The financial crisis hit Germany in a moment of extraordinary employment 

performance. In september 2008 unemployment had sunk shortly above the symbolical 

                                                           
6 Mobility allowance is targeted to support the income of employees made redundant by large industrial 

firms and essentially complements CIGS benefits after their exhaustion. In fact, the range of 

ammortizzatori in deroga also includes mobility allowance, although this program is excluded from 

the present analysis for the sake of comparability.   
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three-million  threshold for the first time since 1992. Moreover, the number of socially 

insured workers had increased by 1,229 thousands between 2005 and 2008, and reached 

27.5 millions individuals. The causes of this job boom were related to five years of 

continuous growth in industrial branches coupled with a moderate wage policy as well 

as to the liberalization of non-standard work and activation measures attached to 

unemployment benefits withdrawal following the encompassing 2003 'Hartz' reforms of 

labour market (Sachverständigenrat 2008: 266; Eichhorst and Marx 2011). In fact, 

greater labour market flexibility and the reform of unemployment compensation system 

had been object of a long-standing plea of peak employers associations since the 1990s 

(BDA 1998; Paster forthcoming). 

         The crack of the American banking system in september 2008 terminated this  

expansionary phase. It did so by affecting precisely those manufacturing branches 

which had driven economic growth, such as machine construction and metalworking. 

Due to their export orientation and capital exposure to international stock markets, these 

sectors were the first to face consistent order and financial losses (Handelsblatt 

27.10.2008). However, at the outbreak of the crisis large corporates such as Daimler, 

BMW and Bosch reacted by negotiating production pauses and forced vacations with 

their workforce, whereas STW did not appear a diffuse option (Handelsblatt 

29.10.2008). It was arguably the political level that took the initial lead in putting 

forward the extension of KuG duration up to 18 months among the items to be financed 

by the 'first Conjuncture Package', which the Bundestag approved on December 5
th

 

2008. Governmental activism was due to the pressure of the public opinion on the 

Chancellor to counterbalance the rescue package conceded to the banking system (Die 

Zeit 30.10.2008), and to the aim of containing unemployment levels with a crucial view 

on the incoming 2009 elections. Moreover, the very fact that the Labour Ministry 

belonged to the Social Democrats within the grand coalition possibly represented 

another factor influencing the government's agenda towards labour market 

interventionism. 

       The extension of KuG was largely supported by the social partners, so as to become 

a 'real example of concerted decision' (DGB, Gesamtmetall, interviews). Trade unions 

represented the main political sponsor during the government's consultation round 
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which took place at the beginning of november 2008. The peak confederation DGB was 

to take into account the pressure exerted by work councils in manufacturing firms that 

were bargaining working time reductions within their establishments. Following the 

indication of work councils, KuG was unanimously identified as the best measure in 

order to avoid redundancies and sustain the income of affected workers (DGB, 

interview). The consonance of views between the labour minister and trade unions 

eventually fastened political agreement over KuG. The position of employers was 

admittedly more elusive in this first phase. In a joint press statement, the four main peak 

business associations emphasized the need for structural reforms such as tax reduction 

on firms, including the diminishing of social contribution rates, whereas no mention 

was made to KuG.
7
 Available evidence thus indicates that on the onset of the crisis 

employers figured as strategic consenters rather than proactive proponents of KuG, due 

to the joint impulse of the SPD labour minister and trade unions, both at firm and 

Federal level. 

      Nevertheless, employers position rapidly shifted with the worsening of the 

economic environment. By the end of december 2008, the 'temporary relaxation' of 

KuG figured as one of the main demands by employers associations.
8
 What explains 

such change in employers preferences? In the first place, the international contraction of 

the car sector assumed a key importance for the German production system. Within 

leading concerns, work councils negotiated working time reductions which spilled over 

into massive recourse to KuG. Given the prospected long-term duration of the economic 

downturn, and the aid granted to international competitors e.g. in France and the U.S., 

large firms in the metal-working sector considered the reduction of labour costs as an 

essential contribution to their competitiveness. In other circumstances this could have 

nonetheless preluded to collective redundancies. However, the leading market position 

previously acquired by German manufacturing firms convinced these employers that 

they only had to weather the storm, as 'the crisis was not of structural nature'.
9
 As the 

                                                           
7 BDA, BDI, DIHK and ZDH, “Wirtschaft begrüßt Wachstumspaket, fordert aber weitere Reformen”, 

joint press statement, 1.11.2008 (accessible at http://www.dihk.de/presse/meldungen/meldung011078, 

last consulted 7.6.2011). 

8 “Kurzarbeit kurzfristig erleichtern!”, in: BDA, BDI, DIHK, ZDH, “Gemeinsame Pressemitteilung zur 

Notwendigkeit verantwortlichen Regierungshandelns in Krisenzeiten”, Berlin, 29.12.2008. 

9 'This specific crisis was a perfect example of a Keynesian crisis: it was a considerable fall in 
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chief executive officer of Gesamtmetall, the employers' association of metalworking 

and electronic firms, stated in a press interview: 

for what concerns massive redundancies, we do not take them into account as long 

as we won't witness a dramatic slack in product demand. It is not in the interest of 

our firms that rather need to keep their workforce for the next upswing (FAZ, 

3.12.2008, own translation).    

Therefore, a strategic interest in the protection of human capital emerged as the second 

factor informing the preferences of employers in core manufacturing sectors, in relation 

to but also independently from the mobilization of their work councils.  

        Thirdly, the downturn sparked to the dense network on smaller sub-contractors in 

crafts and industry-related services. The former witnessed a specific interest in relaxing 

conditions to KuG, provided that 'bureaucratic procedures be facilitated in terms of 

costs and paper work, in order for smaller firms to have equal access chances' vis-à-vis 

larger firms (ZDH, interview). Labour hoarding arguably assumed a particular 

importance for crafts branches, due to skills shortage (Fachkräftemangel) which small 

and medium enterprises had lamented during the previous years (DIHK 2007). On the 

other hand, the position of industry-related services is exemplified by the case of the 

only branch with no pre-existing entitlement to KuG, i.e. temporary agency work 

(TAW). In front of falling labour demand, especially in the industrial branches where 

TAW firms posted 50.3% of their workers in 2007, employers associations pro-actively 

mobilized in order to obtain the extension of KuG for workers in the branch 

(Handelsblatt 24.11.2008). TAW employers had a vital interest in securing jobs 

because of an intrinsic association with firms' own survival, as sinking labour demand 

corresponded to falling 'product' demand for the branch. Moreover, since TAW firms 

were subject to the obligation of paying their workers regardless of their posting, a 

serious threat of shutdown affected especially the large majority of small TAW firms. 

Through an internal regulation the BA finally allowed the withdrawal of KuG benefits 

for TAW workers affected by a full reduction of working hours within their agency.  

                                                                                                                                                                          
international demand, and the repercussion of banks crisis on the financial capacities of the 

purchasers of our goods to cause difficulties. [Unlike in the 1993-4 crisis] this time we just needed to 

overcome the difficult moment' (Gesamtmetall, interview). 
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      This issue as well as a more consistent relaxation of KuG rules and costs ended on 

the negotiating table for a second Conjunctural Package by the end of january 2009, as 

the economic crisis entered its peak. The grand coalition put forward a set of 

'exceptional rules' (Sonderregelungen) for KuG, which confirmed the extension of 

maximum duration; lifted one eligibility threshold; halved social contributions charges 

on employers; subsidized re-training schemes via full contributory exemptions; reduced 

the contribution rate for unemployment insurance by -0.5%; and allowed TAW workers 

to draw KuG benefits without discrimination vis-à-vis the core workforce in user firms. 

All provisions were however limited until December 2010 (DS 16/11740).
 
In the 

relative parliamentary hearing, the social partners unanimously appreciated state-

provided resources reducing regulatory costs in particular for small firms, and 

employers supported unions demand that KuG benefits be computed on the basis of the 

full-time wage, in order to 'avoid less generous treatment than unemployment benefits' 

(BDA 2009: 53). However, two main controversial points arose in the discussion. 

       First, the crafts employers association ZDH advocated a full exemption from social 

contribution from day one for firms below 50 employees. Not only had smaller firms 

'minor endowment of capital and few reserves', this diminishing their possibility to 

resort to KuG for longer periods (ZDH 2009: 41).
10

 Such disproportionate burden on 

small firms also generated a redistributive issue with larger firms. Small enterprises – 

especially in less affected sectors such as touristic and commercial branches - would 

basically subsidize the crisis of industrial branches via their contributions, and 

reluctantly allow for 'distortions to domestic competition' (ASU and BJU 2009: 4). 

Demands for more control in expenditures were however turned down by the peak 

employers association BDA, traditionally dominated by manufacturing sectors. Albeit 

moderately supportive of a differentiated treatment for smaller firms, the BDA 

expressed 'inestimable' support for the reduction of labour costs (BDA 2009: 51). Better 

conditions for KuG, including lower strictness in the application of the training 

conditionality for contributory exemptions, would sustain the conclusion of firm-level 

                                                           
10 A further contention of ZDH was the 'unrealistic' perspective that small firms could organize training 

programmes for exiguous circle of workers, also given lesser capacity in planning production cycles 

ahead of time as larger firms, thus benefiting from social insurance exemption from day one (ibidem). 
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collective agreements with work councils, thus ensuring social peace within 

establishments (ibidem, 52).
11

   

     The second controversial issue regarded the inclusion of TAW workers. Trade 

unions strongly criticized the equalization of conditions between TAW and other 

branches on the grounds of the typically low wages paid by temporary agencies. First, 

income replacement was likely to drag low wage-earners under the unemployment 

assistance level. Secondly, an easier access of TAW firms to KuG would diminish the 

social responsibility for this branch.
12

 In the view of the peak unions confederation, 

the regulation of KuG for TAW firms is inconsistent and aims at protecting firms 

rather than temporary agency workers (DGB 2009: 19). 

Unions' proposals to include TAW workers only if posted within firms drawing KuG, 

and demand a 50% participation to re-training costs by firms in the branch were 

forcefully rejected by the BDA. Not only was TAW to be considered 'an economic 

branch as all others' (FAZ 3.12.2008), also given their ordinary contribution to the 

unemployment insurance fund, thus deserving no inferior treatment. Manufacturing 

employers also considered the 2003 liberalization of TAW as an essential element of 

labour market flexibility which had greatly contributed to the subsequent economic 

upswing. A contraction of the branch would have implied constraining flexibility 

resources once the downturn was over.   

      On the whole, the final version of the Conjunctural Package II rejected both 

differentiated treatments for smaller firms and unions' demands for compensation to 

low-wage TAW. These workers could be placed on KuG irrespectively of their 

placement situation. A full exemption from social contributions was accorded only 

under the condition of training schemes supply for at least 50% of the fallen working 

hours. We may thus conclude that the final policy output largely reflected the 

                                                           
11 It is also arguable that employers in affected manufacturing sectors supported higher KuG benefit 

rates financed by the state in order to decrease unions demands for top-up wage compensations at 

establishment or local level.  

12 'Given the minimal working conditions of TAW, our firm intention was to ensure that these firms would 

keep their workers employed, and not be legitimized to shed them off. At least, they have to pay for the 

risk they produce. Else, we deem any deployment of resources as an implicit subvention to TAW and 

this is something which we cannot accept.The risk must be borne by the firm itself, not by the state' 

(Ver.di, interview). 
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preferences of large manufacturing firms whose production and competition needs as 

well as concerns for social peace within plants created  strong interests in maintaining 

employment levels through KuG. Employers positioning favoured the formation of a 

strategic alliance with their unions, this providing for a determinant consensus block.  

       Subsequent developments confirm the strong adherence of KuG design to such 

pattern. In July 2009, the new conservative coalition approved a further prolongation of 

KuG duration up to 24 months ('Kurzarbeiter Plus'), mainly due to the protracted 

difficulties of export-oriented firms. Finally, the exceptional rules for KuG were 

procrastinated beyond the initial limit until March 2012, although the maximum 

duration sank back to 18 months. Due to the differed outbreak of the crisis in some 

branches within the metalworking sector, it was the coalition between the related unions 

(IG Metall 2010) and employers (Gesamtmetall 2010) to push for the further 

prorogation of the scheme, despite resistances by employers in commercial sectors 

which contested the impact of the measure on social expenditure (Gesamtmetall and 

ZDH, interviews). On the whole, the policy process observed with respect to KuG seems to 

adhere to a recurrent pattern of German politics of labour market and welfare regulation, that is 

cross-class coalitions in the core manufacturing sectors (Palier and Thelen 2010). 

 

4. 'FIXING A HOLE': ITALIAN EMPLOYERS AND SHORT-TIME WORK 

 

Since the first trimester of 2008 Italy had entered an early phase of GDP contraction, 

after a decade characterized by substantial stagnation in economic growth coupled with 

low labour productivity and diminishing competitiveness of manufacturing branches 

(ISTAT 2011: 8-13). If the 2000s had witnessed a continuous trend of employment 

growth (+11%), grand part was due to the expansion of non-standard work after its 

consistent liberalization in 2003 (Ministero del Lavoro 2008: 96 ff.). Yet, repeated 

failures at a comprehensive reform of the unemployment compensation system had 

protracted its segmentation across various categories of workers. Whereas strict 

eligibility rules negatively affected coverage rates of unemployment benefits for 

traditional outsiders, such as non-standard workers (Berton et al 2009), social protection 

differentials vis-à-vis the core industrial workforce also created a 'mid-sider' category of 

standard workers in small and tertiary firms with no access to CIG (Jessoula et al 2010). 
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Against this background, the concern with 'fixing the holes' of the income protection 

system represented an outstanding issue of the Italian response to the crisis and arguably 

constituted a key factor in shaping actors' policy preferences.  

        Exposed manufacturing branches underwent a strong contraction within the last 

trimester of 2008 and by november already some 300 thousands workers drew CIG 

benefits in the industry (Sole 24 Ore, 10.12.2008). Facing the perspective of massive 

employment losses, job protection predictably figured as the top priority for trade 

unions. The main confederations firstly preoccupied with ensuring the continuity of 

resources for firms already drawing pre-existing emergency CIG benefits and with 

extending the range of potential beneficiaries in uncovered sectors (CISL 2008, CGIL 

2008). Unanimous consent also emerged within organized labor in favor of ensuring as 

much job protection as possible for all segments of the dependent workforce, including 

apprentices and fixed-term workers exhausting their contracts or at risk of dismissals. 

However, the predominant necessity for the government to preserve financial rigor 

placed a strong constraint on the elaboration of policy options that would not pave the 

way to future structural reforms of the unemployment compensation system with 

uncontrollable effects on public expenditures. As the Labour Minister claimed:   

'the main objective is to ensure the stability of public finance in a country with high 

public debt […]. [The government] certainly intends to enlarge the range of 

beneficiaries of income maintenance instruments […]. But it must be clear that this 

is an emergency plan and not a structural reform' (La Repubblica, 21.11.2008). 

More unexpectedly, unions' demands for the extension of CIG coverage encroached the 

spontaneous mobilization of those employers associations in craft (Confartigianato et al 

2008) and commercial sectors from the very beginning of the crisis (Confcommercio 

2008) whose membership was largely excluded from the ordinary system. How can we 

explain such common interest in favor of job protection on the part of these employers?  

         Firstly, as the exceptional intensity of the downturn for large manufacturing firms 

sparked to the vast supply chain of subcontractors, it laid bare the inadequateness of  

instruments to ensure business survival for the overwhelming part of micro and small 

enterprises, constituting 92.1% of firms and 37.9% of total employment in industry in 

2008: 
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'in our first meetings, employers associations repeatedly pointed out that this crisis 

was turning into a disruptive event that put into question the very structure (struttura 

portante) of firms and thus of the whole Italian production system, given its small 

size character' (CISL, interview).
13

 

In the face of such emergency, the extension of CIG generally appeared to employers as 

a means of labour costs subsidization, thus an essentially economic interest for small 

firms. More specific motivations then underpinned the demands of skill-intensive craft 

employers.  Not only generated the shortage of skilled labour (CNA 2010) concerns 

both that firms would not find 'valid substitutes for skilled workers' once orders took up 

again (Confindustria, interview) or that the latter would transmigrate to direct 

competitors (CGIL, Confartigianato, interviews). Given the proximity of employment 

relationships in firms with an average size of about 3 employees, employers also tended 

to stress the social hardships of dismissals in front of the acknowledgement that 'the 

inconsistency of [the Italian] unemployment insurance system leads fired people directly 

onto the street' (Confindustria, Confartigianato, interviews). 

    In turn, employers in commercial branches showed more ambiguous motivations. The 

peak association Confcommercio mainly remarked the necessity of sustaining Italians' 

purchasing power 'for firms exclusively relying on internal product demand' 

(Confcommercio 2009: 3). Although large retail and wholesale commerce firms shared 

similar problems of skilled labour hoarding as crafts (Confartigianato, interview), 

employers in tertiary sectors  tended to conceive of CIG as a micro-economic policy in 

support of sheltered branches. In this sense, an extension of CIG could attain the 

multifold scope of protecting skilled human capital, sustaining consumptions by 

upholding workers' income levels, and balancing domestic competition by subsidizing 

labour costs, thus resulting an attractive good for a vast range of employers with 

heterogeneous interests. 

        Yet, employers' support to CIG was not unconditional. Given typically shorter 

periods of production suspensions, small employers showed strong resistances in being 

included in the ordinary CIG system, as with related contributions 'we would have 

financed a tool useful to the large industry only by having our labour costs augmented' 

                                                           
13 As a report by Eurofound (2010: 32) showed, bankruptcy grounded 25% of job losses in Italy as 

opposed to 10% in France, and 12% in Germany. 
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(Confartgianato, interview). Pre-existing availability of state-funded emergency CIG 

arguably provided an 'institutional gate' (Jessoula 2009: 286-7) which craft and 

commercial employers could use in order to obtain social protection for their workers 

without paying for its costs.
14

 Though willing to control expenditures by avoiding 

opportunistic behavior by employers relying on CIG as a first resort
15

, parties in 

government gave in to corporatist demands due to the strong electoral ties especially in 

Northern regions. Policy-makers designed a very generous co-financing arrangement for 

craft and commercial firms with decree 185 in november 2008, in which they 

conditioned the withdrawal of emergency CIG on the participation by 20% of benefits 

by 'bilateral bodies' at sectoral and regional level.
16

 

          By contrast, the largest employers association Confindustria showed a later interest in the 

modification of CIG rules as a priority anti-crisis measure. This was mainly due to the fact that 

its core membership basis was constituted by industrial firms that were already covered by these 

schemes and 'could have well weathered the storm by relying on their own resources' 

(Confindustria, interview). However, as the crisis intensified in early 2009 particularly for key 

metalworking and mechanical sectors, Confindustria pressed the government in order to obtain 

a doubling of the maximum duration of CIGO up to 24 continuous months. Not only was this 

demand justified in order to 'maintain our precious human capital' with a special view on 

smaller subcontractors
17

, this matching unions' concerns for the protection of workers in firms 

which were about to exhaust CIG maximum duration period (CGIL, interview). Given '€ 40 

millions surplus' of the existing CIG fund (Confindustria 2009: 17), industrial firms also 

defended the ownership of contributory resources from the free-ride by crafts and commercial 

firms. As the director for social affairs at Confindustria stated: 

I understand the labour Minister's preoccupations [for the protection of crafts and 

commercial sectors], but the access to social shock absorbers has to remain 

                                                           
14 Indeed, until 2009 emergency CIG legislation did not charge firms but with a modest 4% contribution 

on workers' hourly wage upon the effective usage of CIGO, whereas the state took over wage 

replacement and social insurance contributions. 

15 'We have to avoid putting in place a self-service system that makes of CIG a tap always on the run 

('rubinetto aperto'). Else, firms become irresponsible and flee from their responsibilities at the first 

crisis signals by cutting its human capital. […] Firms have to do whatever is possible not to lose that 

fundamental asset which is their human capital' (interview to the Labour Minister, La Repubblica 

22.12.2008, own translation). 

16 More precisely, the decree allowed suspended workers in firms ineligible for CIGO to draw 

unemployment benefits up to 90 days upon the 20% participation of bilateral bodies. The application 

of emergency CIG was instead restricted to structural schemes, CIGS, with longer duration, which 

could be in principle only withdrawn after the exhaustion of the former scheme.   

17 Press statement by Confindustria director for social affairs, Alberto Bombassei, 21.3.2009. 
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selective, else we run the risk of a universal recourse to CIG (Corriere della Sera, 

20.4.2009). 

Large employers' pressures eventually led the government to approve a further act (law 

n. 33 of 2009) which reformulated the method for computing hours of CIGO across 

week time and quickened procedures of benefits payment. Therewith, it accommodated 

the demands of contribution-payers by factually allowing for longer duration of benefits 

for firms and workers legally entitled to it (Confindustria, interview). Yet, law n. 33 also 

extended the connotation of emergency CIG to comprehend not only structural 

interventions, as it was previously the case, but also conjuctural schemes. Moreover, it 

facilitated the conditions for the prorogation of emergency measures up to 12 further 

months, and relaxed the application of the conditional financial participation by bilateral 

bodies. Therefore, rules on emergency CIG became even more advantageous for smaller 

and tertiary firms.             

       On the contrary employers only accorded their permissive consensus to more 

socially-oriented provisions in favor of non-standard workers contained in law 2/2009, 

such as the extension of CIG to 'all forms of subordinated employment' and targeted 

income support benefits for independent contractors, given strong unions' pressures 

(Confindustria, interview). Only the concession of unemployment benefits to 

apprentices represented an exception, due to the particular interest of craft employers 

for a form of employment much diffused in their sector (Confartigianato, interview). By 

contrast, employers tended to reject the need for specific interventions for non-standard 

workers on the grounds both of a denial of the atypical character of temporary labour 

contracts 'except for independent contractors' (ibidem) and of the controversial assertion 

that existing legislation and collective agreements established ensure 'equal, most of the 

times identical social protection rights (garanzie)', (Confindustria 2010: 10).   

    Starting from february 2009, regions were delegated with the management of 

extraordinary resources for CIG. This shifted distributional conflicts to the local level 

and  contributed to a great variety of arrangements on the grounds of specific business 

structures, which mostly favored small firms uncovered by CIG and even self-employed 

in Northern regions (CISL 2009). However, it also favored the thinness of 

administrative controls on the fulfillment of conditionalities for emergency CIG, 

especially in territories and sectors where policy-makers were aware of the scarce 
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development of bilateral bodies. A proxy indicator for the easiness in obtaining CIG 

authorization is provided by data on its effective use (so called tiraggio) which 

crumbled from normal levels around 65-70% of total authorized hours in 2009 to 46.8% 

for emergency CIG in 2010 (INPS 2011: 194). Small firms found it more convenient to 

circumvent co-financing rules and apply directly for emergency funds, thus 'getting for 

free the ware that government was cheaply selling' (CISL, interview).  

      In sum, skill protection certainly accounted as one important factor stimulating 

employers' support to the relaxation of CIG rules. As predicted by the initial model, 

such interest played a robust role especially in industrial and craft firms. Yet, pre-

existing  segmentation in CIG coverage and the availability of tax-funded resources also 

stimulated the strategic opportunism of employers in small firms and sheltered sectors. 

Associations in these production segments rather tended to conceive of CIG as a tool of 

labour costs subsidization for the sake of business survival rather than as a 'pure' 

instrument of skills protection. Since the 2009 crisis dramatically accelerated the 

restructuring of the Italian production system, employers' opportunism in supporting 

cheap CIG arrangements could be understood as an ersatz to proper industrial policies 

to avoid wholesale market clearance. 

 

5. CONCLUSIONS 

 

Business preferences over labour market institutions are more complex than 

conventional welfare wisdom tended to depict. As a matter of fact, labour represents a 

factor of production for firms. Thus, the protection of human capital – in other words, 

workers' skills – falls within the realm of employers' interests because of its intrinsic 

value to production processes, beside social concerns. In the face of a profound market 

crisis, this paper showed that both German and Italian employers in manufacturing 

sectors identified STW as the most effective policy tool in order to retain skilled labour, 

for it was expected to constitute a key source of recovery once the downturn was over. 

In this light, the case of STW confirms the validity of the VoC argument on the rational 

preferences of skill-intensive business in favour of employment protection and risk 

socialization as means to skill protection. 

        However, during the policy-making process employers did not act in a vacuum but 

rather interacted with government and trade unions within an institutionally dense 
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environment. In both the German and Italian cases, employers' protagonism tended to 

be informed by a logic of strategic reaction to the mobilization of trade unions and 

government's interventionism in order to rescue existing jobs. In deed, governments 

represented the first-mover in advancing modifications to STW legislation, and 

employers associations actively responded only once the crisis entered its most acute 

phase. It was thus the contingent degree of political as well as of problem pressure that 

decisively shifted business positions in order to achieve the most efficient STW design 

that suited their production needs.  

     A comparative approach allowed to further investigate the factors informing 

employers preferences under different institutional conditions, with a view on the 

heterogeneity of domestic economic structures. This paper found significant inter-

sectoral differentiation in employers preferences foremost with regard to the 

distributional consequences of STW arrangements. In this sense, pre-existing STW 

design and its function within domestic production regimes strongly influenced the 

behaviour of small firms and employers in services sectors with more limited financial 

capacities and minor interest in skill protection. In Germany, an inclusive system of risk 

socialization stimulated the latter group to exert more control on expenditures in order 

to prevent future increases of contribution rates  and monitor the effects of KuG on 

domestic competition. By contrast, employers in large manufacturing firms witnessed 

more flexibility in adjusting rules in order to diminish labour costs as much and as long 

as possible in the wait for economic recovery.  

        Similar considerations were found among Italian manufacturing employers, 

although the generosity of existing CIG rules in subsidizing working hours reductions 

did not urge them to demand but marginal adjustments. Rather, the Italian case showed 

a determinant mobilization of employers in crafts and tertiary branch in favour of CIG. 

This was partly due to their traditional exclusion from CIG coverage and the perceived 

insufficiency of the Italian unemployment insurance system in providing income 

protection to their workers. However, the generous financing of 'emergency' CIG via 

fiscal revenues certainly stimulated the opportunism of this branches to conceive of 

STW as an aid to business survival and support to workers' purchasing power rather 

than support to skill protection. 

         On the whole, if the relaxation of KuG rules in Germany can be regarded as the 
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output of a traditional 'strategic alliance' of employers and unions in core manufacturing 

sectors, in Italy the political coalition embraced employers and unions in all economic 

sectors and size classes, because each actor differently profited from the distribution of 

state resources. Cross-class coalitions were certainly favored by the ambiguous finalities 

pursued by STW as a means of skill protection and labour cost subsidization for 

employers and job security for workers. This factor might alone explain the widespread 

political consensus for this instrument as opposed to more conventional unemployment 

benefits.  

     However, the contextual fall of employment rates of non-standard workers in both 

Germany and Italy, with particular regard to marginal employees and independent 

contractors, finally emphasizes the reinforcement of dualization dynamics opposing 

labour market insiders and outsiders. Whereas employers agreed to protect the former, 

the costs of economic crisis was shifted on the latter for which far lesser resources were 

mobilized. In the light of the reduction of labour market inequalities, this is bad news 

for its politics.    
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APPENDIX 

 
Tab 2. Main Adjustments to Conjunctural KuG in Germany before and after the crisis 

 Rules until october 2008 Modifications during the crisis 

Eligibility firms All firms 

At least 1/3 of workforce with loss of 

10% monthly wage 

STW as last resort 

Inclusion of temporary agency work 

firms 

 

Only 10% monthly wage loss 
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Eligibility workers Dependent workers 

No apprentices, no TAW, no 

independent contractors 

 

TAW included 

Benefit amount 60% of net wage per fallen working 

hour (67% if with children) 

Unvaried 

 

Benefit duration 

 

6 months, extensions up to 12 months 

18 months  

(24 months btw Mai 2009 and April 

2010) 

Cost for employers UI contribution rate: 3.3% (from 

January 2008) 

 

Upon usage, employer charged with 

social contributions (including the 

employee‟s share) on 80% of the 

wage for non-worked hours (worked 

hours as usual). 

 

Halved social contributions after 6 

months, or from day one if training 

provided 

 

 

 

UI contribution rate: 2.8% between 

2008 and 2010; 3% from 2011 

 

Social contributions halved from 

day one up to 6 months, and 

entirely taken over by the state 

beyond 6 months or if training 

provided. 

Source: own adaptation from Sacchi et al (2011) 

 

 

 

 

Tab 3. Main adjustments to CIG in Italy, before and during the crisis 

 Rules until October 2008 Modifications during the crisis 

 

 

 

Eligibility firms 

CIGO: manufacturing and 

construction sectors (CIGO). 

 

CIGS: Manufacturing firms with 

more than 15 employees, related 

crafts, touristic and commercial 

branches with more than 50 

employees. 

 

Unemployment benefits for 

suspended workers in firms not 

covered by CIGO. 

 

All firms, regardless of sector and 

size class (CIGS) 

Eligibility workers Dependent workers (CIGS: at least 

90 days firm seniority); 

No apprentices, no TAW, no 

independent contractors. 

 

Inclusion of apprentices and TAW, 

no independent contractors 

 80% of hourly gross wage per non-  
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Benefit amount worked hours; 
Ceilings: € 892 gross per month for 

gross monthly wage up to € 1,931; € 

1,073/month above. 

 

unvaried 

 

 

Benefit duration 

CIGO: 3 months in a row, max 

extention 12 months within 2 years; 

CIGS: up to 48 months for 

restructuring (24+12+12) 

Up to 12 months, but possibility of 

cumulating ordinary and 

emergency schemes. 

 

Discretionary decision of tripartite 

commissions chaired by public 

authorities on extensions and 

renovations 

Cost for employers CIGO and CIGS: social contributions 

entirely taken over by the state (both 

employer‟s and employee‟s share) 

 

CIGO: specific contribution to CIGO 

fund: 1.90% (2.20% for firms beyond 

50 employees) 

Upon usage, 4% of STW benefit (8% 

for firms beyond 50 employees); 

 

CIGS: specific contribution to CIGS 

fund: 0.90% (2/3 employer); 

Upon usage, 3% of STW benefit 

(4.5% for firms beyond 50 

employees) 

 

 

Unvaried. 

 

Newly admitted firms pay regular 

contributions upon usage. 

 

Co-financing of benefits (20%) by 

sectoral bilateral funds for 

excluded sectors (mainly crafts and 

temporary agency work)   

Source: own adaptation to Sacchi et al (2011) 

 

 

 

 

 

 

 

 

 

 

Tab 4. STW characteristics in a Coordinated and Mixed market economies, Germany 

and Italy 

 Germany 

Coordinated Market Economy 
Italy 

Mixed Market Economy 

 Concept STW design Concept STW design 
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Actors' coordination 

 

 

 

Autonomous 

 

Risk sharing within 

unique risk pool; 

mutual control on 

expenditures  

 

Mixed autonomous 

coordination and 

state-provided 

collective goods 

Segregated risk pool 

ensuring core 

economic sectors. 

Excluded sectors 

relying on state for 

similar collective 

good.  

 

 

Industrial 

relationships 

 

 

 

Cooperative 

 

Social partners 

agreement binding to 

benefit concession 

 

 

 

Adversarial 

Benefit concession 

subject to joint social 

plan by social 

partners, but ultimate 

decision resting with 

public authorities 

 

Social protection 

system 

Bismarckian, 

comparatively 

generous and 

inclusive 

Complementary role  

vis-à-vis 

unemployment 

benefits 

Bismarckian, 

comparatively 

underdeveloped, 

corporatist 

segmented 

Substitutive function 

vis-à-vis 

unemployment 

benefits 

 

 

 

Role of the State 

 

 

 

Enabling 

STW as last resort 

after exhaustion of 

alternatives; 

Limited duration of 

benefits to avoid 

competition 

distortions. 

 

 

 

Pervasive 

Room for 

discretionary 

concession of 

benefits and duration.  

Type of Capitalist 

organization 

Coordinated Market 

Economy 

Economic rationale 

of use: temporary 

skill protection 

Mixed-Market 

economy 

Political rationale of 

use: conflict 

mediation 

Source: own compilation, partially drawing on Molina and Rhodes (2007: 229) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Tab 5. Levels of total employment, employment in industry, employment in services, 

and unemployment in Germany and Italy (quarterly data, in .000) 

 

 Q3 2008 Q4 2008 Q1 2009 Q2 2009 Q3 2009 Q4 2009 Q1 2010 Q2 2010 Q3 2010 
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TOTAL EMPLOYMENT 

GER 39,350 39,359 38,514 38,645 38,690 38,337 38,345 38,602 38,901 

ITA 23,518 23,349 22,966 23,201 23,010 22,922 22,758 23,007 22,789 

EMPLOYMENT IN INDUSTRY (incl. constructions) 

GER 8,949 9,894 8,731 8,616 8,465 8,450 8,474 8,441 8,371 

ITA 5,066 4,938 4,898 4,815 4,708 4,666 4,641 4,542 4,582 

EMPLOYMENT IN SERVICES 

GER 26,911 27,074 26,858 27,007 26,829 27,336 27,060 27,115 27,116 

ITA 15,584 15,529 15,403 15,446 15,486 15,404 15,481 15.441 15,407 

UNEMPLOYED, seasonally adjusted data 

GER 3,080 3,087 3,157 3,231 3,266 3,265 3,119 3,010 2,889 

ITA 1,728 1,747 1,838 1,876 2,013 2,067 2,121 2,133 2,073 

Source: OECD, Labour Market Survey. 

 

 

 

 

Fig 1. Workers recipients of conjunctural KuG benefits, Germany (september 2008 – 

october 2010), breakdown by sector   
 

Source: BA, Statistik über Leistungen nach dem Sozialgesetzbuch III, Angezeigte Kurzarbeit 

 

 

 

 

 

 

 

Fig 2. Authorized hours for CIG in Italy (january 2009 – january 2011), breakdown by 

sector (data in .000) 
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Source: INPS, Coordinamento Generale Statistico Attuariale, own calculations 

* Dotted black line (industry on total, %), right-hand scale. 
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