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Abstract: 

This paper follows a constructivist, discursive approach that focuses on the cognitive and 
normative constructions of reality by political and scientific actors and the media as an 
important explanatory factor for welfare state change. Combining Vivien Schmidt´s 
discursive institutionalism approach (Schmidt 2008) with Franz- Xaver Kaufmanns 

olicy (Kaufmann 2009) and Kent 

systematic comparative analysis of pension reform discourses in Bismarckian countries is 
presented. Anecdotical evidence is given for the cases of Germany and Spain. 

 

mailto:antonio.brettschneider@uni-due.de


2  
  

1.) Introduction: Explanatory Approaches to Pension Reform 

1990s and first half of the 2000s, with pension reform in Bismarckian welfare states being the 
locus classicus 

substantial and structural pension reform has taken place in the Bismarck countries in the last 
15 Years. Put simply, comparative research on welfare state change basically analyses what 
changes have occurred (dependent variable), and how and why these changes have occurred 
(independent variables).  

The major trend in the reform of (formerly) Bismarckian pension regimes can be described as 
wards multi- -

time `pure´ social insurance pension systems are, slowly, being turned into multi-
(Bonoli/Palier 2007: 22). First pillar pay-as-you-go pensions are being reduced in almost all 
developed countries. In Bismarckian countries, future benefits of the Public Pay-as-you-go 
financed pension system (PPPS) will be significantly lower than they used to be; governments 
aim to fill the resulting gap with a stronger emphasis on occupational and private, funded 
pension plans. 

Thelen´s concept of gradual transformation (Streeck/Thelen 2005), Bonoli and Palier have 
-stage roadma -typical 

the first phase, no big cutbacks on the expenditure side of the system are made, but 
contributions and/or taxes are raised instead. In the second phase, cost-containment is 
emphasized and moderate retrenchments are made. The third stage is the stage of strong 
retrenchment and structural reforms (more capital funding), and in the fourth stage the funded 
pillar is strengthened.  

1990s, the contribution rate to the PPPS was raised up to an all-time high of 20,3% in 1998 
(mainly because of the costs of German unification), and in order to avoid an even higher rate, 
the value-added tax was raised to finance some additional state subsidies to the system. First 
retrenchments started in 1996, with the 2001 and 2004 Reforms bringing massive 
retrenchments in the PPPS and the introduction (2001) and strengthening (2004) of state-
subsidized occupational and private pension plans. The 2007 reform has raised the legal 
retirement age from 65 to 67 years. 

Nevertheless, the paradigm shift from the old social insurance paradigm to the new multi- 
pillar paradigm is spread unevenly across social insurance countries (Bönker 2005); while 
Germany has explicitly enacted this shift at the beginning of the 2000s, Spain might be one of 
the last big European countries with a Bismarckian pension system that basically still adheres 
to the social insurance paradigm. The current Spanish pension reform of 2011 will introduce 
actuarial reforms (expanding the contribution period used to calculate individual pensions 
from the last 15 to the last 25 years), moder
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redefined from 35 to 38,5 years) and a higher legal pension age (from 65 to 67). But still, 
occupational and private pensions (which are subsidized via tax reductions) are sought to 
complement rather than to partially substitute the public first- pillar pension, so there has been 
no explicit shift to partial funding in Spain (Chulia 2006). If we apply Bonoli and Palier´s four 
stage scheme on Spain, Spain would still be in the second stage, and not in the fourth stage as 
Germany. 

-
and why these changes have happened and what have been the driving forces and main 
explanatory factors for pension reform. Very roughly, three major approaches of causal 
explanation could be distinguished here: 

-‐ Functionalist imperatives
challenges of demographic change, globalization/increased international competition, 
persistent mass unemployment, the new service- and knowledge economy, austerity 
pressures and so on, and their interaction with the given institutional structures of the 
national pension systems (Bonoli/Shinkawa 2005). These approaches could be labeled 

hes, since they place their emphasis on (country-specific) 

pension reform. 
 

-‐ New politics: 
state research. Focusing on agency and strategy rather than structure, the main 
question that is analyzed here is how reform- oriented policy- makers manage to get 
through with their unpopular reform programs despite the resistance of vested 
interests, veto players and institutional inertia. These approaches primarily deal with 
bargaining, coalition building, political exchange and compensation in the partisan and 
corporatist arena (Schludi 2008, Natali/Rhodes 2008), and side payments and package 

spaces (Häusermann 2010). The main argument of these contributions is that since 
political actors usually pursue a variety of (policy, office and electoral) goals, there is 
a considerable room for manoeuvre for flexible coalition- building and goal exchange 

approaches, since they basically refer to actors, interests and quid pro quo exchanges, 
putting little emphasis on ideational factors and discourse. 
 

-‐ Ideas and discourse: These approaches focus on the role of ideas and discourse as 
explanatory factors for welfare state change in their own right (Schmidt 2010, 
Beland/Cox 2011). In doing so, they focus on framing, social constructions, culture 

presented by Schmidt (2000) and others is that in order to achieve substantial reforms, 
policy 
to overcome entrenched interests, institutional constraints and cultural impediments to 
reform. This consensus has to be constructed through discourses that seek to convince 
both elite groups and citizens to accept a potentially unpopular reform. Such a 
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legitimatory discourse needs to include a cognitive dimension concerning the necessity 
and technical feasibility as well as a normative dimension concerning the moral 
appropriateness of a proposed reform package. A successful discourse strategy must 
therefore demonstrate the relevance, applicability and coherence of a policy program, 
as well as its moral conformity with long-standing or newly - emerging national values 
such as equality, solidarity, freedom or social justice. 

These different approaches should be seen rather as complementary than as contradictive 
ones. In short, policy makers always face some challenges and reform pressures, they always 
need to find a majority for reform (which includes bargaining and coalition-building), and 
they always have to explain and  legitimize their policy choices to the informed elites and the 
general public. However, this paper basically focusses on an ideational and discursive 
approach. If it is true that ideas and discourses are an important explanatory factor for pension 
policy choices and reform output, then welfare state scholars and political scientists to a 
certain degree have to become discourse analysts. Implicitly, welfare state scholars very often 

seldom they seriously try to analyze the incremental but transformative processes of 
ideational change that are created and manifested in political discourses. 

Discourse analysis is not an easy thing to do: First, National pension reform discourses 
usually are multidimensional and rather complex; they contain a vast range of different 
overlapping topics, intertwined arguments and entangled sub-discourses, which makes it a 
very complicated task for the political analyst to bring an analytic structure to the subject. 
Second, pension policy doesn´t stand alone; it is closely connected to other sub-systems and 
policy domains, be it employment, economic or financial policy, only to name a few. These 
interdependencies must be considered when pension reform discourses are analyzed. Third, 
national discourses are embedded in a specific national political culture, a specific setting of 

the PPPS itself. The complexity of the subject makes it quite difficult to compare pension 
reform discourses across countries.  

So far, there are only a few English-speaking contributions that apply the discourse approach 
specifically to the field of pension reforms. Some valuable contributions have been made by 
Bönker (2005a) and Overbye (2008), just to name a few. In the German-speaking literature, 
ideational/discursive approaches to pension reform have a certain tradition (Nullmeier/Rüb 
1993, Marschallek 2004, Bönker 2005b, Brettschneider 2009). But what is still missing is a 
solid, comprehensive conceptional framework for the comparative analysis of pension 
discourse and pension reform in Bismarckian pension regimes. This paper will try to fill this 
gap. 
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2.) A framework for the analysis of pension reform discourses 

2.1 F irst-order vs. second-order social policy 

The framework for comparative pension reform discourse analysis that is presented here relies 
on various theoretical elements. The first element is based on the analytical distinction 

Swiss sociologist Franz-Xaver Kaufmann (Kaufmann 2009: 131-148). According to 
Kaufmann, we can distinguish two different set of goals, two different modes of social policy. 
F irst-order social policy can be understood as a public intervention in the living conditions of 
individuals and groups, aiming at an improvement of the social situation of the benefit 
recipients. First-order social policy aims at protection against risks, social security, equality of 
opportunity, personal autonomy and social inclusion; in order to improve human welfare and 
to meet human needs, it shapes the distribution of and access to goods and resources in a 
given society.  

Second-order social policy deals with the side effects, the feedbacks and systemic 
consequences of first-order social policy. As welfare state programs and institutions begin to 
shape expectations, life courses and behavior of people, as social expenditures and social 
demands for protection grow with the maturity and growing complexity of the systems, 
welfare state programs might develop their own dynamics, with potential negative side effects 
for other societal spheres and subsystems. From the perspective of second order social policy, 
the welfare state institutions and programs are not only problem- solving instruments, but also 
potentially problem-creating systems. Second- order social policy tries to control these 
problems of financing, of political governance, and of systemic feedback, aiming to ensure 
that the welfare state institution
institutions in society.In other words: while first-order social policies try to resolve social 
problems, that means improving the situation of individuals and groups within society, 
second-order social policies try to resolve systemic problems, ensuring that the complex 
interplay between different subsystems and policy fields works smoothly and safeguarding the 
long-term viability of the welfare programs as well as the functioning of the whole system.  

As Kaufmann argues, policy makers today might be concerned more with resolving second 
order problems of social policy than with first order problems of social policy, more with the 
problematic side effects of state interventions and the costs of welfare state programs than 
with the original problems that these state interventions tried to solve. In mature welfare 
states, the focus of attention could have shifted from the original social problems the welfare 
state was created for to problems of the welfare state itself; first-order social policy might be 
layered by second-order social policy. Since second-

first- order objectives like equality, security, and adequacy of benefits, the main conflict in 
modern social policy and welfare state reform could be understood as a conflict between first-
order and second-order social policy goals and objectives. 

perfectly applied to the field of pension policy. Within the Open method of Coordination on 
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2001). It is quite obvious that first order social policy as it has been defined here largely fits 
-order social policy largely fits with the goal of 

first order pension policy and 
second order pension policy (Table 1). 

Table 1: F irst-order vs. Second-order pension policy 

 F irst order pension policy Second order pension policy 

Policy Objectives  

"Ensure adequate retirement 
incomes for all and access to 
pensions which allow people to 
maintain, to a reasonable degree, 
their living standard after 

 

 

 

sustainability of public and 
private pension schemes, bearing 
in mind pressures on public 
finances and the ageing of 

 

 

Policy strategies -Reduce the At-risk-of-poverty rate 
of older people 

-Decent replacement rate 

-Reduce Inequality of income 
distribution among older people 

-Reduce gender differences,  

-Provide personal autonomy and 
security 

-Improve coverage of atypical, non-
standard work 

-Cost Containment: limit future 
Pension expenditure (in % of 
GDP) 

-Reduce/limit contribution rate 
(Non-wage labour costs) 

-Raise effective labour market 
exit age  

- - 
- 

 

 

The main function, goal and objective of national old age security systems is to provide 
security and an acceptable living standard in old age for the entire population of a given 
country. First-order pension policy aims to improve the social situation of the current and 
future pensioners (income and status maintenance, better coverage for non-standard workers, 
higher benefits, more class and gender equality through elements of redistribution and 
solidarity, reducing old- age poverty through minimum income guarantees for low-paid 
workers, enhancing individual autonomy etc.). Second order pension policy (sustainability) 
doesn´t only mean to keep the pension system affordable and financially viable in the long 
term, but it means to keep it compatible with the other policy fields and domains and to 
ensure a smooth and effective interplay between these different, yet closely connected fields 
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and sub-systems. The EU documents assert that this requires a comprehensive approach that 
economic policy and social protection policy can interact in 

 

attainment of one goal only is possible at the expense of the other goal. Pension policy as well 
as pension reform discourses are shaped by this potential trade-off between social needs and 
systemic 
between first-order and second-order pension policy. 

2.2 Interdependencies and policy feedbacks 

But what exactly does the ter
meant by ensuring a positive interplay between pension policy and other relevant policies? 
This brings us to the second element of the theoretical framework that is presented here: the 
concept of systemic interdependencies and (negative) policy feedbacks. Generally speaking, 
any system that has persistent negative feedback effects on the environmental subsystems it 
depends on will not be sustainable in the long- term, since the negative feedback deriving 

undermining its own foundations. Sustainability basically refers to the identification and 
elimination of those elements and effects of the system that are potentially self-destructing.  

The Public PAYGO-financed Pension system (PPPS) is dependent on its systemic 
environment, its economic, financial, demographic and political basis. Public pay-as-you-go 
financed pension systems (PPPS) are closely connected to each of these different subsystems 
and policy spheres; here we can speak of systemic interdependecies (F igure 1). Changes in 

(globalization, 
demographic change, mass unemployment, increasing state debts etc.) pose major challenges 
to the viability and sustainability of the PPPS, thus creating strong pressures for adaptation 
and adjustment. In this perspective, the PPPS could be 

-way 
 

But the argument can be taken further: In a recent publication, Kent Weaver emphasizes the 
negative feedback effects that undermine the political, fiscal or social sustainability of an 

regime change. The PPPS itself may have an important influence and feedback on its 
environmental systems and thus on its own surrounding conditions. Systemic 
inter -
economic and labour market performance, solid public finances, demography and political 
stability may as well to some extent depend on the structure and design of the PPPS. Changes 
in the environmental subsystems of the PPPS may be caused at least partially by the PPPS 
itself, being then endogenous rather than exogenous challenges. In this perspective, the PPPS 
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negative feedback effects on its functionally relevant environmental subsystems (national 
economy, labour market, demography, public finances and so on), it might not only produce 
negative effects on these systems (leading to weak growth, weak labour market performance, 
low fertility or budgetary problems), but also undermine its own functioning by eroding its 
own foundations. 

F igure 1: Systemic Interdependencies of Public PA Y G O Pension Systems 

 

Each set of systemic relationships, interdependencies and interactions depicted in F igure 1 
could be analyzed in terms of potential negative policy feedback effects and feedback loops. 
Second-
tries to make sure that the PPPS has no negative policy feedback on economy and labor 
market, demography, public finances and the political decision- making system. But when do 

always clearly negative, and how relevant are these effects? How much do they deteriorate the 
functioning of other subsystems; how problematic are they? This brings us to the third 
element of the theoretical framework that is presented here: Discourse and Framing.   

2.3 F raming and Discourse 

Reform discourses are based on problem constructions. The identification and framing of the 
problems and pathologies of the status quo are at the core of reform proposals. This structure 
is somewhat inherent to the process of law-making. In Germany, same as in Spain and in 
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many other countries, every draft law contains an introductory explanatory statement. This 

rm initiatives are 
presented as solutions to existing problems. In doing so, arguments typically show a threefold 

and effects. 

 of the challenges that a 

nature and the urgency of challenges depend on underlying cause-relation explanations, 
knowledge about available options and the assessment of possible consequences. Following 

pension reform must be understood first of all as defining-the-situation-games (Overbye 
2008). Discourse, the social construction of reality, is not a gentlemen´s sport, but it is dirty 
and tricky business.  

Usually, there exist several conflicting interpretations and analyses of a given systemic 
interdependency (for example, the interplay between the PPPS and the labour market). There 
are competing assessments of the underlying cause- and effect relationships (for example, the 
reasons for structural unemployment and the possible effect of PAYGO financing of social 
insurance programs on labour market performance). These different and competing 
interpretations and explanations rely on different, often implicit theoretical assumptions and 
foundations as well as on a selective use of empirical data.  Political actors make selective use 
of these available explanations when explaining and justifying their policy proposals and 
choices. Here, policy interests and cognitive frames go hand in hand: for example, it is 
obvious that employer´s organizations rely more on neoclassical, supply-side economics and 
trade unions rely more on Keynesian approaches.  

- wage labour costs (NWLC) destroy jobs and 

of the PPPS on labour market performance. It contains a set of specific cause- and effect 
assumptions on how labour markets work and what role the contributions to the PPPS as part 
of the NWLC play on labour supply and labour demand. The statement competes with the 

arguments for all three of these statements. If one of these statements and assessments gains 
predominance in the discourse and becomes a conventional common-sense wisdom, a part of 

because the statement has empi
statement is the result of an interpretative struggle, of a tough defining-the-situation game 
played by political actors and opinion-makers in order to establish their worldview as 
hegemonic.  
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It is not a priori clear, but it is an empirical question to be analyzed which of the competing 
frames will prevail in the elite opinion as well as in general public opinion, as expressed in 
media (newspapers, radio, TV, internet). It is possible that for a certain time period, two more 
or less equally strong frames co-exist in the battlefield of public opinion and public discourse, 
and that this discursive stalemate leads to a political blockade. But it is also possible that in 
the discourse, one of the competing cognitive frames gains predominance and that a 

can lead to paradigmatic changes in a given policy, like the paradigmatic shift towards a 
multipillar approach in the field of pension policy field that has been described above. 

F igure 2: Analyzing Pension Reform Discourse 

 

The Discourse Analyst observes and analyses the analyses and interpretations of systemic 
interactions and policy feedbacks that can be empirically found in a given national discourse, 
that means the competing cognitive and normative frames that are constructed and promoted 
by the relevant actors in the given policy field (F igure 2).  The primary task of the discourse 
analyst is not to assess and judge whether a certain cognitive frame, a certain assertion, an 

a) whether a specific cognitive frame, a specific assertion has become consensual and 
hegemonic in the reform discourse, b) how and why this frame has become consensual and 
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hegemonic and c) what influence this hegemonic frame might have had on the content of 
effectively adopted reform acts. 

Of course, no single actor can dominate and control such a complex thing as a public 
discourse. There can be several possible reasons why a specific frame promoted and 
supported by specific actors prevails over competing frames promoted by rival actors. 

-‐ First, discourse is a matter of agency: Some actors might have more credibility, more 
influence and more power resources than others. Their discourse strategies might have 
been more elaborated, their frames more convincing, the metaphors and the wording 
they chose might have been more evident and plausible. They might have been more 
successful in creating discourse coalitions, their media relations might have been 
better, and so on.  

-‐ Second, structure and tradition matters: some arguments and frames, especially 
normative frames, might fit better into the specific welfare tradition of a given country 

Here we can speak of cultural and institutional discursive opportunity structures.  

-‐ Third, there might also be external shocks that provide additional arguments and 
discursive windows of opportunity for a specific discourse coalition: for example, the 
9-11 attack was a vital momentum for American hardcore neo-conservatives and their 

dent was a vital momentum 
for nuclear energy opponents in Germany and in other countries.  

-‐ 
majority in the discourse endorses one specific statement, others who don´t have a 

assessment has become hegemonic, those speakers in the discourse that disagree might 
ose 

social and political reputation and credibility.  

-‐ Fifth, foreign examples and international epistemic communities matter: EU 
institutions and international experts exert a strong and growing influence on national 
pension discourses; successful examples 

 

In order to comprehensively analyse and compare pension reform discourses in 

interdependencies and interactions between the PPPS and the other subsystems that might 
have been a topic in the specific national discourse. Each of these systemic interdependencies 
and their interpretations can be understood as an independent strand, a sub-discourse of the 
general reform discourse. In each of these sub-discourses, arguments might be produced and 
provided that call for specific reform measures, like containing the contribution rate to the 
PPPS, reducing the benefit level of the PPPS and switching to more capital funding. Different 
sub-discourses might have had a different relevance in different countries as well as within 
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one country at two different time points. Some discourse strands might have been virtually 
irrelevant in the national discourse, others might have been central. Again, this is an empirical 
question to be analyzed: Comparative Discourse Analysis doesn´t only deal with what is 
addressed, but also with what is not addressed in the discourse.  

The next section of the paper will analyze some of the major topics, arguments and sub-
discourses of the German and Spanish pension reform discourses of the last two decades. Due 
to space restrictions, empirical evidence will have to remain rather anecdotical. 

 

3.) Systemic interdependencies and negative policy feedbacks in G erman 
and Spanish pension reform discourse 

3.1 Pensions vs. growth and competitiveness 

Since pension expenditure amounts to 10% and more of GDP in mature welfare states, the 
PPPS is an important part of the national economic system. There are various dimensions of 
possible interaction between the PPPS and the national economy that can be addressed in 
reform discourses. First, in every country we will find a small but angry group of market 
liberals and neo-classic economists who are strongly committed to the belief that a general 
reduction in state activity (reduction of the public spending ratio and especially of 
redistributive social expenditure as % of GDP), leaving more room for markets, 
unquestionably and automatically leads to more efficiency and higher growth. The level of 
state intervention in the field of old- age security should therefore be reduced significantly, 
leavi

-
probably always be a majority opinion within the population of neoliberals and orthodox 

Nevertheless, in some countries and at some time points, this view may gain ground in public 
discourses- as it was the 
case in Germany but not in Spain. 

Second, the main and standard argument in political, academic and public discourses is that 
globalization and increased international competition in the markets for money, goods, and 
services pose a serious challenge for generous welfare states and mature pension systems, 
limiting their redistributive scope and de-commodifying power (Scharpf/Schmidt 2000). 
According to the argument, high Non-
and services more expensive than those of the foreign competitors; at the same time they 
might scare off capital investors from investing in the national economy and creating new 
jobs. In doing so, the PPPS causes lower growth and employment, thereby not only reducing 
general welfare, but also undermining its own economic base. Countries that compete to sell 
exports and to attract investment therefore have to break this vicious circle by reducing 
NWLC as well as the general tax burden on the economy. The latter exigency would call not 
only for a general pension benefit reduction, but also for a reduction of (usually tax- financed) 
redistribution and solidarity elements within the PPPS. Following this logic, fostering 
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competitiveness, growth and employment through cost- cutting and benefit- reducing 
measures would ultimately help to safeguard the economic base of the PPPS and thereby 
increase the financial sustainability of the system. 

The salience of the competitiveness argument in a national pension reform discourse can 
depend on various factors: First, the current macro-economic performance makes a big 

-breaking reforms 

high growth rates and sinking unemployment offers no good opportunities for a crisis 
discourse. Nevertheless, whether a situation of weak economic growth really is regarded as a 

perception. Certainly, those political forces that are interested in creating a strong reform 
pressure in media and public opinion tend to dramatize the current situation and exaggerate 

atmosphere among political elites and general public. 

Second, the salience of competitiveness arguments depends on how strong the economic 
model of a country is based on foreign trade. Germany has always been obsessed with 
competitiveness, since the whole German GDP and economic model highly depends on 

ld´s leading 
export nations for many years (2003-
was one of the central commonplaces in the discourse. Enhanced Competitiveness was one of 
the key words/terms/arguments used in order to legitimize pension reforms in Germany. By 
contrast, Spain had a strong growth period based on internal demand from 1995 to 2007, but a 

for being worried about its poor competitiveness than Germany; nevertheless there was no big 
argumentative pressure for pension reform for the sake of competitiveness in the Spanish 
discourse. Even now that Spain´s weak economic competitiveness has become obvious, 
virtually no direct connection to pension reform is constructed. 

A third argument concerns the structural feedback effects of PAYGO financing on growth. 
The classical argument is well- The 
financing method of the PPPS has a negative impact on saving incentives, investment and 
long-run growth, while more capital funding and better saving incentives would lead to more 
investment, more jobs and a higher growth level. Like many rather theoretical arguments, this 
classic argument has had its ups and downs in the last three decades. In times of financial 
market globalization and increased competition though, policy makers could have two 
economic motives for limiting the role of the PPPS and increase capital funding. First, the 
objective of improving the access of domestic small and medium firms to risk- bearing capital 

institutional investors could gain priority (as it was the case in Germany). The assumed causal 
chain would be that more capital funding increases the capital stock, leads to more investment 
in the national economy and thus ultimately leads to higher growth and employment. A 
second motive could be the objective of strengthening national financial centers and the 
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national financial industry, since these sectors can themselves contribute to GDP growth and 

-makers, as it was the case in Germany. The financial 
markets crisis of 2008 and 2009 might have changed the public perception on capital funding. 
The call for a switch to full capital funding has always been a minority claim; in Spain, some 
actors called for a Chile- style reform in the early 1990s. Nevertheless, in both countries the 

 

3.2 Pensions and labour market performance 

PAYGO pension systems are closely connected to the labour market. As pension benefits 
have to be financed mainly by the social security contributions from those in work, the 
sustainability of the PPPS highly depends on a solid labor market performance; high 
unemployment and low employment rates are a major challenge for the financial balance of 
the PPPS. Policies that manage to increase labour market participation and employment rates 
can thus be regarded as a means to stabilize the PPPS and increase its financial sustainability: 
the more working people pay contributions, the broader the funding base of the PPPS.  

On the other hand, the design of the PPPS could have negative feedback effects on 
employment. -Andersen (1996), 
persistent and long-term unemployment are seen as the major problem of continental 
European welfare states. Many labour market economists as well as welfare state scholars 
have stressed that the observable j
the particular method of payroll-
contributions used to finance the PPPS having adverse employment effects. One of the most 
popular story lines in this context is the notion of a vicious circle of growing social insurance 
contributions and growing unemployment. NWLC place an overly high cost burden on work, 
constrain job creation and block the labour market entry of unemployed and especially low-
skilled persons. The more unemployed there are, the more the contribution rate and thus the 
cost burden on the remaining jobs must be raised in order to finance pension benefits. Further 
increases in the NWLC lead to even more unemployment. According to the argument, there is 
a clear trade- off between the goal of keeping up income maintenance in the PPPS and 
reducing unemployment.  

Based on these cognitive assumptions, the unemployment issue also has a strong normative 
dimension. The construction of a new cleavage between overprotected insiders and excluded 
outsiders can be used to establish a moral trade-off between the job protection and social 
protection of the employed and the social inclusion of the unemployed. Already in the year 

protection of the insiders and allow for more flexibility and greater earnings dispersion if this 
delivers greater . Following this logic, 
reducing the PPPS benefit level in order to reduce NWLC would attain the character of a 
moral imperative, since NWLC reductions allegedly improve the employment opportunities 
and thus the inclusion of the excluded labour market outsiders. 
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In Germany, the NWLC argument was the key argument for social policy reform. While 
during the 1989 reform, a contribution rate of about 25 Percent in the Years 2020/2030 had 
been regarded as manageable and tolerable, during the 1990ies the conviction rose that this 
rate would be intolerable and had to be reduced significantly.  Already in the Years 
1996/1997, there was a cognitive consensus that NWLC destroy jobs and have to be reduced. 
The objective to limit the total contribution rate to social insurance on 40 Percentage Points 

 In the following years, this goal can be found in 
virtually every party paper and electoral paper of Social democratic party, Christian 
democratic party, liberal party as well as the Green party, the only party not accepting this 

-
explicitly included in the coalition agreement of SPD/Bündnis 90- Die Grünen of 1998, the 
SPD/CDU coalition agreement of 2005 as well as the CDU/CSU/FDP coalition agreement of 
2009. In face of persistent high unemployment rates, reducing non wage labour costs has 
become probably one of the most consensual goals in German labour market and social 
policy. This is a true cross-party consensus, although the parties might differ slightly in the 
means to attain this goal. Finally,  the 2001 pension reform put a cap on the contribution rate 
to the PPPS: the contribution rate shall not exceed 21% until 2020 and 22% until 2030. 

In Spain, by contrast, unemployment and labour market problems have very rarely been 
blamed on the pension system 
associations have always been calling for a significant reduction of social contributions, like 
all employer´s associations in every country always do, and there have always been some 
economists close to the business sector that support this view. But in the public discourse, the 

- nomic 
problems, but to a much lesser extent on NWLC. Additionally, Spain had a positive labour 
market development from 1995 to 2007, with unemployment rates falling from 20% to less 
than 10%. Even in the current situation of mass unemployment (with unemployment rates 

-
constructed in the discourse.  

3.3. Pensions and quantitative budget consolidation 

As Pierson pointed out, we are living in times of permanent austerity. Balanced budgets have 
become one of the main objectives of public policy, having priority over most other objectives 
of public policy. One main reason of course is that all EMU member countries must meet the 
requirements of the Maastricht criteria: The ratio of the annual government deficit to GDP 
must not exceed 3% at the end of the fiscal year, and the ratio of gross government debt to 
GDP must not exceed 60%. The public commitment of governments to fulfill this 
requirements, especially the 3% deficit threshold, poses a major restriction to public spending, 
including spending on pensions. Nevertheless, the gross government debt has continuously 
risen in most European countries in the last decade. 

In many countries as well as on the European and international level,  new concepts of 
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(Auerbach/Kotlikoff) have been introduced into the discourse. The current status of these 
concepts can differ significantly from one country to the other, but the basic ideas implied in 
these concepts play a major role in national reform discourses, as they do so in the 

-
frame the pension entitlements of the contributors into a debt of the state (of future 
generations). Often presented as a descriptive and neutral way of evaluating fiscal policy, 

future generations in order to finance generous levels of social security for the present 

financing imposes unfair burdens on future generations and therefore contradicts the principle 
of generational equity.  

of GDP) that must be closed permanently in order to ensure that governments will be able to 
finance all future public budget obligations. The indicator claims to provide a compact 
measure to approximate the size of risks to public finance sustainability when a long-term 
perspective is taken. Another frequently used indicator for sustainability is the percentage of 
GDP spent on pensions (now and in the future), with long- term estimates and projections 
made by EU, IMF and OECD. According to these studies, countries that face a comparatively 
high percentage of pension spending in the future have the strongest pressure for reform. The 
objective to put a ceiling to the share of pensions expenditures on the future GDP is therefore 

The policy recommendations based on  

pension expenditures on future GDP. Often, these concepts implicitly argue for a switch 
towards more capital funding and private pension plans. These concepts had a considerable 

arguments and thereby gained a moral quality. 

It is possible that the salience of the issue of generational equity in the national discourse 
depends to some extent on the tradition and design of the PPPS. In countries with a system 
that (in its self- uarial fairness and a 
strong link between individual contribution and benefit, like Germany, it could be easier to 
expand this intra- generational distribution principle to issues of intergenerational 
distribution, calling for similar or even equal implicit rates of return on contributions. 
Countries with a system that traditionally places a comparatively higher emphasis on 
intragenerational solidarity and redistribution and have a philosophy which is less based on 

er to take on a generation equity discourse based on 
calculation implicit rates of return. This could be one reason why there is virtually no 

 

A second argument in this sub-discourse  is that high public debt makes countries specifically 
vulnerable to financial markets and their often irrational behavior. The current crisis has put 
enormous additional strain on public finances, and almost all European governments have 
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faced a significant deterioration in their public finances. Rising interest rates for state bonds, 
as we have seen in the case of Spain, can have very dangerous effects on public finances and 
on the long run even lead to the danger of state bankruptcy. Pressure from financial markets 

discourse. For countries in this situation, the need t

major driver for pension retrenchment.  As we can see in the Spanish case, there is virtually 
no causal connection between possible affordability problems of the PPPS in the long term 
and current short-term state deficits (the Spanish PPPS is still running surpluses even in times 
of crisis); nevertheless, pension retrenchment belongs to the standard recipes that IMF, the EU 
Commission and financial markets impose on high-
and competitiveness. Again, we can observe that crises and external shocks may provide 

ms, setting the 
 

3.4 Pensions and the structure of public expenditures  

quantitative, but also a qualitative 
dimension. While the objective of budget consolidation refers to the quantitative dimension of 
public finances, the issue of the structure of public spending refers to the qualitative 
dimension of public finances. The welfare state might be expensive; but not all Social 

positive feedbacks on the economy and on public finances. 

 

Consumptive social expenditure Social investment 

 
Pensions 
 

transfers) 
 
Social assistance 
 

 
Education (especially early childhood 
education) 
 
Family policy 
 

 
 

 

Esping- Andersen (2002) and others, is based on the assumption that a social policy design 
that focuses on investment in human capital is economically more productive than a one-
dimensional retrenchment of welfare state spending. The conceptual core of the social 

returns, is first of all a fiscal strategy. Investment implies returns: it is integral to the social 
investment concept that public expenditures produce outcomes beneficial to the economy and 
thus to society as a whole. The Social Investment  state acts as an entrepreneur, who shapes 
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his measures in an economically rational manner, and thus is oriented toward the pay-off of 
his investments. According to this logic, social expenditure can be divided into 

inve Table 2). 

In times of permanent austerity, there is an increased competition among different welfare 
programs about scarce public resources. This involves thinking in terms of trade-offs: more 

 spending on other sectors. Pensions 
As Palier put it, the concept of Social 

pensions) and more on investing in t If on the one hand pension 
expenditures are framed and regarded as a dead weight in public budgets, as consumptive, 
past-oriented, non-productive spending, and the goal is to increase the share of investive, 
future- oriented and productive spending, and on the other hand state expenditures face the 
need for a general reduction, this means that pension policy should conform with a smaller 
slice of a smaller cake. Following this argument, pension expenditures must be reduced on an 
absolute as well as on a relative level. 

was one of the guiding principles of the famous  (Brettschneider 2008). 
- -

become hegemonic: according to the Peer Steinbrück (SPD), minister of finance from 2005 to 
 change from financing the past to 

 the state must invest more money in education and 
families. For health, old age and long-term care, citizens will increasingly have to make 

 

In Spain, by contrast, the idea to reduce pension expenditures in order to be able to raise 
- 

logic of social investment has had no big salience in Spanish discourse. This might have two 
reasons: first, Spain has always had a comparatively low level of social expenditures (around 
20% of GDP, while Germany comes close to 30%). This makes it easier to argue for an 

-channeling 
social expenditures. Second, t

While Giddens as well as Esping- Andersen were key international advisors to German SPD, 
no similar contacts to Spanish PSOE are documented. Generally, the third way´s social 
investment state had no big resonance in Spain. As a consequence, pension expenditure has 

has been in Germany. 
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3.5  Pensions, fertility and demographic change 

According to common knowledge, demographic change is the master challenge for the 
sustainability of PAYGO- financed pension systems. The combination of rising longevity and 
constant low fertility, with a resultant aggravation of the old age dependency ratio, poses the 
major threat for the long- term financial viability of PPPS. Demographic ageing is thus the 

Some scholars in 
Germany and elsewhere have questioned the reliability of long-term demographic projections 
on a general level. In Spain, some projections on the fiscal consequences of demographic 
ageing that were made in the 1990s have proven to be wrong, since they didn´t take into 
account the unexpectedly strong economic growth and the mass immigration to Spain that 
happened in the first half of the 2000s. Nevertheless, EU and OECD estimates on 
demographic ageing and future pension expenditures (as % of GDP) are highly influential; 
basically, scholars and political actors that try to qualify and relativize demographic ageing 
are marginalized in the discourse. More or less the same goes for arguments that claim that 
due to future productivity increases and welfare growth, future societies and future 
generations will be perfectly able to finance growing expenditures on public pensions, and 

demography  argument is a minority argument in Germany as well as in Spain. 

Again, what is usually seen as a one-way street  could as well be 
framed in terms of a two-way street: The institutional design of the PPPS could itself have a 
(negative) feedback on fertility decisions. Demographic ageing may thus be regarded not as 
an exogenous factor, but as a partially endogenous problem caused by the design and structure 

the PPPS could be 
blamed for causing a part of the observed fertility decline. 

contributions depends on general fertility, but not on the individual fertility, there is a positive 
externality of having children. When in fact a PAYGO- financed pension system need two 

- 
raising future contributors), people who don´t raise children could be seen as free- riders. In 
earnings- related systems, where individual pension benefit levels depend mainly on the 
contributions paid, and these contributions depend on paid work, having children reduces 
rather than increases individual benefit levels, since parents usually have to reduce their 
labour supply for some years. In short, people might be better off if they don´t have children 

the PPPS might es and have a negative effect on fertility. This 

destabilizing its own (demographic) base. 

Generally, this argument is highly contested and there is little empirical evidence. The 
salience of this argument differs very substantially from one country to another. This might 

close to replacement fertility rate (1,8-1,9 births per woman). There would be no objective 
reason for being too worried about the possible negative effects of the PPPS design on 
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fertility. But again, objective reasons (fertility rates) alone can´t explain cross-country 
differences in domestic discourses. Germany and Spain both have a similarly low fertility rate 
(1,3-1,4 births per woman); Spain even has a slightly lower fertility than Germany. 

- discourse is virtually non- 
existent in Spain and has no tradition there, while it has a long tradition in Germany 
(Nullmeier/Rüb 1993), where this discourse strand played at least a complementary role in the 

er cultural factors that shape national discourses. 

reform, since the German PPPS already offers at least some compensation for child-rearing. 
But indirectly, this sub- discourse contributed to establish a negative view on the PPPS for 
being unfair to families and allowing for free-riding. It also contributed to promote the notion 
that missing human capital investment could and should be compensated with additional 
inve - riding was 
subtly shifted from the individual misbehavior of childless persons to a collective misbehavior 
of younger generations, it contributed to legitimize pension cuts for the baby boomer 

new contributors to properly finance their future pensions, it could be stated that it is morally 
fair to reduce the benefit level for those birth co
them to work longer and save more. 
influence in the German discourse, while it simply didn´t exist in the Spanish discourse. 

3.6 Pensions and the political decision- making system 

Public pension systems have a very close connection to the political decision- making system. 
Pension systems must be able to adapt to changed circumstances and to respond to changing 
societal needs. This means that pension systems require a governance structure which is able 
to produce rational and reasonable decisions. They need a policy which is far-sighted and 
takes a long view on the one hand, but on the other hand is able to make short-term adaptions. 
In short, PPPS are in need of good governance and efficient governance structures. Public 
pension systems also need acceptance and trust in population. Political sustainability of PPPS 
requires that citizens have confidence in the long- term viability of the system and sufficient 
trust in the pension policy makers. Moreover, acceptance depends not only on systemic trust, 
but also on a feeling of moral fairness and appropriateness, which means that people who are 
forced to contribute to the system feel that they get a fair share and a decent return on their 
contributions. These two elements- efficient governance structures and trust and acceptance in 
the population- are the basic requirements for the political sustainability of PPPS. 

Much has been written about the difficulties of efficient governance in pension reform, on the 
difficulties that policy makers face when trying to get through with unpopular adjustments, on 

 
Some of these arguments produced by international welfare state scholars and political 
scientists might have had a considerable influence in national pension discourses, providing 
additional arguments for pension reform in face of an assumed or feared lack of political 
sustainability of the PPPS. 
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-
orm 

opponents (unions, traditional social democrats, welfare and pensioner´s organizations) can be 

e one hand and the 
- 

slow and sluggish German corporatist consensus culture, for speeding up the process, 
especially limiting the blocking power of unions. After the attempt to construct a social pact 
had definitely failed at the end of 2002, the Schröder government switched to a much harder 
There-is-no-alternative Di
defended against egoistic blockers (especially: unions). This discourse was sought to create 
public acceptance of unilateral adoption of reforms by the government. 

In Spain, all pension politicians have always highlighted and stressed the importance of 

by the government are not demanded by media and experts (only by a small minority of neo-
liberals). -party consensus document which was renewed in 
2003 and 2010, is still, even in the current retrenchment reform of 2011, the main point of 
reference in the pension discourse. Only in the last two years, in face of the state debt crisis, 

Nevertheless, the 2011 reform still relies on a tripartite agreement with the social partners, 
trong in Germany but weak 

in Spain. 

A second argument which is closely connected to the first argument refers to the changed 
electoral incentives that come along with demographic ageing. In face of the growing political 
power of pensioners, due to the sheer size of this subpopulation, politicians might refrain from 
enacting necessary reforms in order to avoid electoral punishment. This way, fiscal and 
generational imbalances of the pension system are increased; this could lead to a sinking 
acceptance of the PPPS in the younger generations and could create political tensions, 
endanger political stability and undermine the political sustainability of the whole system. 
Again, the PPPS itself would be to blame: since the PPPS creates its own constituency which 
will grow due to demographic changes, it 
necessary reforms unattractive to policy-makers; the PPPS finally undermines its own 
political foundations. 

In German discourse, there have been continued efforts to construct, evoke and even provoke 

generational conflict could be seen in the middle of the nineties; they were always closely 
connected to pension reform. These efforts have been made especially by experts paid by the 
financial service industry, but it also had a strong backing by media coverage. The rather 
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simplistic notion that older generations gain more and more political power, act as self- 
- rs and therefore block necessary pension reforms in order to 

(Sinn/Übelmesser 2002), has been identified as a myth by recent empirical research (Goerres 
2007, Tepe/Vanhuys
of scandals and dramatizing and exaggerating, has played an important role for the 
considerable salience of this issue in Germany. The desire to prevent a looming generational 
conflict and thereby safeguarding the political sustainability of the PPPS has provided an 
additional argument for retrenchment and multi-pillarization in German pension politics. 

The salience of a generational cleavage in political discourse can hardly be asserted in Spain. 

reason for this might be that there used to be a quite optimistic view about the future in the 
economic bonanza period, with the conviction that younger birth cohorts would enjoy a 
significantly higher level of welfare than their predecessors. This might change in face of the 
meager years to come for Spain. Another reason might be (and this holds true for all sub-
discourses that have been presented here) that the German pro-privatization coalition 
(financial industry, employer´s associations and neoliberal economists) has been more 
successful in their framing efforts than the corresponding Spanish one. 

4.) Conclusion: pension reform 

This paper follows a constructivist, discourse- based approach to the explanation of welfare 
state change. The central aim of the paper was to present a theoretical framework for the 

countries. The basic assumption is that ideas, discourses and frames are an important 
-

pension systems in social security countries has can understood as a paradigmatic shift and 
thus be partially explained with discursive processes that crucially helped to establish this new 
policy approach to pensions. 

The theoretical framework that was presented here relies on the distinction between -
-

(Weaver 2010), but adding a discursive turn to the argument, the main claim of the paper is 
that pension discourses should be analyzed in terms of the cognitive and normative framing of 

public discourses. 

Applying this framework, German and Spanish pension reform discourses of the 1990s and 
2000s have been compared. The comparison shows that while in the German discourse there 
has been a whole range of pro-reform arguments based on assumed negative policy 
feedbacks, the Spanish discourse shows to a much lesser extent these kind of constructions 
and frames (Table 3). The salience of these vicious circle constructions in the German 
discourse and the weakness of these arguments in the Spanish discourse might help to explain 
why Spain basically still clings to a one-pillar paradigm in pension policy, keeping a balance 
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- -
multi- -  

Table 3: Central Reform arguments in German and Spanish  pension discourse 

Policy field/ assumed interaction Germany Spain 

Economy and Labour M arket   

1. Competitiveness: High NWLC and tax burdens on firms reduce the 

competitiveness of the national economy, lower growth and employment and 

undermine the economic fundament of the PPPS. 

+++ + 

2. Saving: The PPPS reduces saving incentives which leads to lower investment 

which leads to lower growth and employment which undermines the economic 

fundament of the PPPS. 

++ + 

3. Labour market performance: Rising NWLC reduce employment which leads to 

less contribution payers which makes further increases of NWLC necessary 

which leads to even more unemployment. 

+++ + 

Public F inances   

4. State debt: High and growing public spending on pensions contribute to 

increasing state debts which leads to a deterioration of public finances, higher 

interest rates for public debt which undermines the fiscal base of the PPPS. 

++ +++ 

5. Structure of public spending: High and rising public spending on pensions 

crowd out other necessary, future- oriented spending areas (social investment) 

that would lead to higher growth and more employment in the future. 

++ +/0 

Demography   

6. The Design of the PPPS gives negative incentives for fertility, which 

undermines the demographic fundament of the PPPS. 

+ 0 

Political System   

7. Perverse electoral incentives lead to reform gridlock, cause generational 

conflicts and undermine the political sustainability of the PPPS as well as the 

credibility of the political system as a whole. 

++ + 

(relevance and impact  of the argument: +++ very strong, ++ moderate + weak, 0 no impact) 
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The framework that has been presented here could perfectly be used for the comparative 

comparison with other country´s discourse can uncover the specific characteristics of national 
discourses; it underlines the statement that pension reforms are not mainly influenced by 

g of these challenges. 

strategies, coalition-building and framing efforts of political actors (Brettschneider 2009). 
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