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Abstract

The budgetary process can be considered the life-blood of the government, being a declara-
tion of intents concerning policy preferences and priorities, which also reflects the delicateness
and complexity of the policy-making process. The budgetary cycle has been found to undergo
incremental processes, being subject only to marginal adjustments without paradigmatic policy
changes. Reasons are related to institutional path-dependence and cognitive and institutional
boundaries, which constitute frictions to radical reforms. Nonetheless, punctuations and sud-
den moments of non-incremental modifications sometimes happen. This study investigates
the Italian budgetary policy, focusing on over time changes in the allocation of funds among
spending categories, as issued in the Budget Law. It covers a time span of twenty years, from
1993 to 2013 aiming to shed a light on those institutional and political factors, both at domes-
tic and international level, that may affect the budgetary process and thus, the outcome. We
develop the analysis using two original datasets about the Italian budgetary policy and party
manifestos, coded on the basis of the Comparative Agenda Project scheme, which allows for
over time comparability, both across countries and between different kind of documents. This
preliminary analysis confirms that the interaction between the executive and the legislative
is a fundamental aspect to take into account when studying the budgetary policy, along with
institutional factors as the fragmentation within the governing coalition and the number of
veto points intervening in the process.

1 Introduction

The budget is a document listing revenues and expenses for certain items and targets, covering
a specific time period. It conveys purposes, thus “those who make a budget intend that there
will be a direct connection between what is written in it and future events” (Wildavsky, 1964,
1). It was since the second half of the XX century that the budgetary process in all democratic
systems started to acquire a mounting relevance within the broader and more complex public
administration machinery. Being considered the “life-blood of the government” (Wildavsky, 1992,
595), the annual budgetary cycle is appointed with a key role in putting together a number of
various interests through the annual allocation of resources, which reflects also the delicateness
and complexity of the policy-making process. Indeed, it constitutes a mechanism through which
policy makers “bargain over conflicting goals, make side-payments, and try to motivate one another
to accomplish their objectives” (Wildavsky, 1975, 4), in a context of limited resources. In order to
provide governments with the necessary tools to control and plan the cycle of public spending, a
lot of regulatory reforms have been promoted through years. Many researchers have thus started
to argue about this crucial aspect of the state machine.
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The allocation of funds gives credibility to a country’s performance, constituting the driver
of specific policy reforms. However, within a constantly changing framework, both at domestic
and international level, the core role of the budgetary process as it was in the past, may have
seen its centrality reduced. As consequence to a number of societal and political modifications,
and because of the increasing number of actors involved in this process, spaces of manoeuvre for
governments to rule the budgetary process seem to be decreased. The necessity to have a tidy
public finance and maybe the intervention of supranational institutions as the European Union,
constrain governments to pursue specific policy reforms, intensifying difficulties in chasing their
policy targets. Certainly, also the domestic institutional setting matters in shaping government’s
ability to pursue their policy aims and to potentially produce policy changes.

Looking at the Italian case in the last twenty years, this study aims to shed a light on the
budgetary process outcome as result of a number of domestic and international variables, both
political and institutional. Above all, we want to shed a light on those processes and institutional
features impacting on a system’s ability to foster paradigmatic policy changes in the allocation of
funds, as issued in the Budget Law. Even though this is just a preliminary analysis, evidences
suggest to match the various theoretical approaches which this work rests on and to go further in the
study of budgetary processes using both a quantitative and a qualitative approach, thanks to which
it is possible to have more reliable insights about processes and dynamics. The merit of this study,
if any, is to rely on two original datasets about public expenditure and party manifestos in Italy,
both coded according to the Comparative Agenda Project which allows for further investigations
in a comparative perspective, both over time and cross countries.

The paper is divided as follows. First, we go through the main theoretical approaches describing
budgetary process dynamics and the importance of studying the budgetary policy as mirror of
governments’ commitments on specific issues, and more broadly of the governing activity. Then,
according to the literature, we identify the main factors shaping the allocation of resources among
functional categories within the budget and derived the main hypotheses. We dedicate a section to
the Italian budgetary process and its development on the basis of most recent reforms. It follows a
preliminary statistical investigation and a descriptive analysis of the basic evidences we can derive
from the data.

2 Literature Review

2.1 Budgetary Process Dynamics

Since the budget can be considered as the heart of many political processes and a key aspect of
the government’s behaviour, it has acquired mounting relevance and interest among scholars, who
address this topic through a number of divergent theoretical and methodological perspectives (for a
recap of the most recent studies see Breunig et al. 2017). A first wide strand of literature addresses
the distribution of changes in budgetary commitments, through the lens of the Punctuated Equi-
librium Theory (PET) which studies moments of stability and changes in policy dynamics. Indeed,
a number of studies have comparatively tested this approach in public policy (Jones et al., 1998;
John and Margetts, 2003; Jones and Baumgartner, 2005a,b; Soroka et al., 2006; Breunig, 2011). A
second perspective adds the impact of fiscal rules on government’s behaviour, investigating the role
of domestic and external constraints (for a recent study, see Doray-Demers and Foucault 2017).
The literature about the new political economy (Hallerberg and Von Hagen, 1997) has pointed out
the impact of the budgetary institutions and laws of procedure (Von Hagen and Harden, 1995;
Hallerberg and Von Hagen, 1997; Alesina and Perotti, 1999) on the outcome of the budgetary
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session, along with the influence of electoral rules on parties’ policy positions (for an in-depth
review see Häusermann et al. 2013). Another focus is on how governments trade-off resources
among multiple policy areas, and how they decide to which sectors allocate funds (Busemeyer and
Garritzmann, 2017).

A number of researches have demonstrated that the budgetary cycle undergoes incremental
processes, meaning that it is never actively reviewed as a whole, being subject only to marginal
adjustments (Padgett, 1980) and based on spending in the previous time period (John et al., 2013).
This means that ordinary times, characterized by long phases of stability with only incremental
adjustments, are rarely shaken by few intensive modifications, called punctuations. This confirms
that public spending is subject to punctuated equilibrium dynamics. Jones and Baumgartner
(2005b) identify three different mechanisms triggering major changes and policy punctuations,
namely cascades, sieves and frictions. The first are processes dominated by positive feedbacks,
where even small inputs can be able to prompt relevant policy changes, thanks to the activation
of self-reinforcing dynamics. Sieves are rather similar to former processes, although changes are
activated by policy makers in their effort to respond to external constraints; however, since policy
makers are not fully rational actors, they do not face those external forces by examining carefully
all alternatives, but they tend to find solutions sequentially. Frictions, instead, are those processes
impeding the transformation of inputs into policy changes.

Nevertheless, despite the increasing number of researches in this field and the attempt to iden-
tify factors shaping the budget distribution or the determinants of single spending reductions and
expansions (Breunig, 2006, 2011), predicting single changes remains a rather hard task, because
of the non-linear function linking inputs and outputs. Following this argument, the distribution of
budget changes, therefore episodes of punctuations, are characterized by a non-Gaussian distribu-
tion. This means to have an important central peak and extended tails, as highlighted by several
researches in this field (Baumgartner et al., 2006; Breunig, 2006; Breunig and Koski, 2006; Soroka
et al., 2006; Jones et al., 2009). Therefore, the best representation of punctuated equilibrium dy-
namics affecting budgetary changes turns out to be a leptokurtic distribution. This is true both
at national (Breunig, 2006; Jones et al., 2009) and supranational (Citi, 2013) level, as well as in
non-democratic regimes (Baumgartner et al., 2017).

The non-linearity is due both to institutional and cognitive frictions that bridle policy changes.
Indeed, having such a distribution provides an important evidence of the cognitive and institu-
tional constraints affecting the political systems. According to the PET approach, political actors
are information processors, whose bounded rationality hinders their ability to respond proportion-
ally and fully rationally to external constraints and inputs (Jones, 1999; Jones and Baumgartner,
2005b). They either ignore or overreact to societal challenges and pressures, as well as to the chang-
ing preferences of their party’s electorate (Green-Pedersen and Walgrave, 2014; Froio et al., 2016).
Therefore, they base their future choices on past situations and experiences. Countries and issues
characterized by higher decisional and transactional costs generate more positive kurtosis because
of the larger number of frictions (Jones et al., 2003). Moreover, budget distribution, compared to
different issues, seem to be characterized by the highest kurtosis, with incredibly stable and thick
tails. The revealed empirical regularities demonstrate that institutions high the level of frictions
to human choices, making such processes thoroughly stable but producing extreme changes when
they occur (Jones et al., 2009). Accordingly, political systems with more frictions are characterized
by more leptokurtic distributions (Jones et al., 2009; Baumgartner et al., 2017). Breunig (2006)
showed that political and institutional constraints determine the variation of punctuation over
time. This is true for divergent institutional settings that lead to similar results.

Other empirical researches pointed out that expansions and cuts obey to different logics. A
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number of comparative studies demonstrated that retrenchments tend to be less punctuated than
expansion (Jones and Baumgartner, 2005b; Breunig, 2006; Jones et al., 2009). Indeed, the inten-
tion to cut existing programs generates a counter-mobilization of the affected interests: this is why
cutting existing programs is usually more difficult than creating new ones. Padgett (1980) assumed
that the increasing (decreasing) of expenditure for a specific program derives both from the cer-
tainty of the policy makers that the program deserves a budgetary increase (decrease) and from
a favourable fiscal climate, namely the economic and political context in which the policy maker
operates. Then, alternatives are evaluated sequentially - rather than simultaneously - until policy
makers reach an acceptable decision. However, the Serial Choice Model states that both spend-
ing expansions and retrenchments follow this two-step process. Jones and Baumgartner (2005b)
adjusted this model by explaining that the iteration with which alternatives are considered, very
often leads to large spending cuts. The final decision is usually the one that all relevant actors
found at least acceptable. Therefore, it is quite obvious that the number of actors involved in the
policy making process turns out to be an extremely relevant factor for the outcome.

This supports the traditional idea that the degree of fragmentation in the governing coalition
is a key explanatory factor: according to the Common Pool Resource logic, a larger government
coalition makes more difficult to restrain spending and reduce the budget deficit, in particular in
those systems with weak budgetary rules (Martin and Vanberg, 2013). This is in line with literature
on fiscal institutions which formulated the so-called law of 1/n (Weingast et al., 1981), according
to which a higher number of decision makers leads to a pro-spending bias coming from universal
logrolling. Indeed, when up to the budget formulation, each decision maker tries to increase the
allocation of resources to those programs most preferred by his/her constituents. It follows that
several divergent preferences need to be accommodate. Nevertheless, the same argument is valid
for those situations in which the government proposes to decrease expenditures. However, framing
the CPR logic within the institutional characteristics of the budget process, Martin and Vanberg
(2013) showed that peculiar fiscal institutions can wipe out the ability of political parties to trigger
increasing spending reforms, leading to conclude that restrictive budgetary procedures drop the
expansionary pressures linked to an increasing number of parties in the coalition government.
Indeed, the institutional framework surrounding the budgetary process can shape the CPR logic,
erasing the effect of the coalition government size (Martin and Vanberg, 2013). That means, in
contrast to the currently accepted literature about how multi-party governments affect budgetary
policy, that a greater number of parties does not necessarily lead to increasing spending.

2.2 Budgetary Policy & Policy Agenda

Thanks to the important insights it can provide, public policy researches increasingly rest on the
attention-based perspective which is able to explain moments of changes and stability patterns
in policy dynamics. A high degree of attention diversity indeed fosters policy changes, while low
attention diversity restricts the possibility to change (Boydstun et al., 2014). The competition
among issues to gain attention within the limited space of the political agenda (McCombs and
Zhu, 1995; Peter and De Vreese, 2003) is also a mirror of the policy-making context and, more
broadly, of national political processes (Boydstun et al., 2014). All these characteristics make
each agenda unique and distinctive for each government and year. Therefore, it seems rather
reasonable to conceive public policy as the substance of politics (John et al., 2013, 1). Again, the
budget allocation of resources among policy areas mirrors government’s policy preferences and its
commitments on specific issues. The government’s agenda exhibits those topics on which policy-
makers focus more in a given point in time (Kingdon, 1995, 3), and so their variations. Indeed,
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while politics concerns rather stable features and institutions, policies mostly involve changing
dynamics, as problems and preferences do. Allocating attention over societal issues thus becomes
the core of the governing activity, otherwise the executive would lack the essential ground upon
which its future re-election campaign rests, reducing its effectiveness (John et al., 2013).

The PET approach, studying the distribution and variation of attention over issues in multiple
political domains, brings in the role of exogenous factors and external pressures shaping the political
agenda. Froio et al. (2016) deeply investigates the British case, developing an attention-based
model of party mandates and policy agendas. They stated that governments strive to balance their
“promissory agenda”, namely to follow their electoral mandate, and the “anticipatory agenda”, made
up by external pressures and new public concerns that may raise during the mandate. Findings
highlight the mounting influence of external pressure, coming in particular from public opinion,
as key factor able to shape path-dependent processes that usually characterized party and policy
agenda. That means that parties and governments ability to chase their mandate varies according
to how they balance their attention between their electoral pledges, those of their opponents, the
executive’s agenda and new issues prioritized by the public opinion. This is clearly in line with
the idea of political actors as information processor, as maintained by Jones and Baumgartner
(2005b). Obviously, as pointed out also by Green-Pedersen and Walgrave (2014), institutional
features, as the division of powers and the degree of institutional fragmentation, are leading factors
in shaping the ability of parties to transmit their electoral mandate to their policy agenda. Breunig
(2011), combining the attention-based theory with the fundamental contribution of other strands
of research focusing on the role of budgetary institutions (Von Hagen, 1992; Hallerberg, 2004),
confirmed that budget changes assume a Paretian distribution (Breunig and Koski, 2006; Jones
et al., 2009). That reinforces the idea that attention shifts are incredibly forceful to throw out
from budgetary stability.

Moreover, the policy agenda is characterized obviously by a finite space. That means that
the attention over a specific issue consequently affects all the others, and also the whole agenda,
because of its limited space. When looking at the attention over specific policy domains, researchers
investigate the attention diversity,1 namely its distribution across topics (Boydstun et al., 2014).
This is confirmed by several comparative studies about the salience of different topics within
policy agendas (Jennings and John, 2009; Jennings et al., 2011; Alexandrova et al., 2012; Bevan
and John, 2016). Findings show the existence of a crowding-out phenomenon between core and
selective issues2 (rather than between core issues), meaning that core issues tend to be prioritize
to detriment of selective ones, because of the limited space of the agenda.

3 Factors Shaping The Budgetary Outcome: Main Hypothe-
ses

As already said, the budgetary outcome is the result of the interaction among several factors, par-
ticularly domestic institutional rules of procedures and political dynamics along with international
junctures. Indeed, fiscal targets and fiscal constraints seem to be fundamental contextual factors
acting as top-down propagators of policy and budgetary change (Padgett, 1981).

1Attention over issues within the agenda varies from complete concentration, when a single issue dominates
the entire agenda, to complete diversity, when all items receive equal level of attention. Looking at the agenda
diversity counts not only the number of preferred issues but explains also how attention is distributed and how the
distribution varies.

2Core issues are those that usually dominate the government’s policy agenda, which indeed are closely related
to the basic functions of the government, such as the economy, defence, government operations and international
affairs. Jennings et al. (2011) did not find any systematic variation in the structure of executive agendas when they
differentiate between left- and right-wing governments, showing the incredibly dimmed role of partisan ideology.
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An important step forward in the comprehension of budgetary outcome can be achieved by
matching the logic of attention with the more traditional partisan theory. Partisan ideology has
always been perceived as an important factor shaping the outcome of the budgetary process and,
more broadly, affecting public policy decisions (Schmidt, 1996). As matter of fact, party politics
has been one of the main driving forces of policy change. According to the salience theory (Budge
and Farlie, 1983) and issue ownership theory (Petrocik, 1996), political parties behave strategically,
choosing to give more emphasis to those issues where they have an electoral advantage over their
political competitors (Schattschneider, 1960; Budge, 2015). Since an historical and ideological tie
between certain topics and political parties seems to exist (King et al., 1993; Walgrave et al.,
2012), they continue to focus on the first issues they promoted. Adopting this perspective means
to recognize the existence of a differentiation between left- and right-wing parties concerning the
issues they emphasize. Moreover, it has been argued since the work of Hibbs (1977) on the
partisan theory of government expenditure, that parties have different preferences on the size of
public expenditure. More specifically, left-wing governments have been associated with increasing
public expenditure (Blais et al., 1993, 1996; Cusack, 1997). However, this idea has been questioned
on many grounds (see for instance Cowen and Sutter 1998; Tavares 2004), supported by a new
international set and circumstances. Indeed, the increasing role of the globalization process and
the international competition have dimmed the gap in few policy areas between left- and right-wing
parties (Garrett and Lange, 1991; Potrafke, 2009), leading governments to prefer in many cases
the responsibility over the representation (Mair, 2009).

A first hypothesis we can draw from the partisan theory and the party mandate theory suggests
that new governments, or governments with different ideological preferences, can be conceived as
driver of changes in public spending. As matter of fact, the MRG/CMP/MARPOR group (Budge,
2001; Klingemann et al., 2006; Budge, 2013) demonstrated the variation of partisan policies.

H1: ideological preferences affect the government’s decision about the preferred spending pro-
grammes, that is, left-wing governments tend to increase spending on categories as welfare and
education while right-wing governments increase spending categories as defence and public order.

Nevertheless, Western European party politics has encountered a number of drastic modifica-
tions during the last decades, as the decline of party membership, the mediatization of domestic
politics, the reduced role of class voting (Dalton et al., 2000; Webb et al., 2002). All these modi-
fications have heightened the relevance of “issue politics”, increasingly transforming party politics
in a battle over issues (Green-Pedersen and Walgrave, 2014). Thus, the “party model” - originally
known as the “party-to-policy” model (Klingemann et al., 1994) - has been combined with the “ex-
ternal pressure model”, namely the PET approach (Walgrave et al., 2006). The two models are not
in conflict, since they aim to explain different aspects of policy outcomes, that is, policy priorities
and policy change. It seems necessary to go further by analysing whether different issues can be
subject to various agenda dynamics, meaning whether some topics are more conducive to party
mechanisms than others, which could be more affected by external pressure. As consequence, in
order to fully understand party politics, it becomes fundamental to look also at the issue agenda.
The logic of attention is indeed considered by scholars engaged in the study of agenda-setting
dynamics as an incredibly powerful explanatory argument of policy changes. It supports the idea
that parties have different preferences concerning public spending (Jones and Baumgartner, 2005b;
Jones et al., 2009; Breunig, 2011). Following this argument, variations in government’s priorities
(rather than partisan ideology) seem to be the most powerful explanation for budgetary changes
(Breunig, 2011).3 This is because, even though parties may have different preferences, they have

3Despite the fundamental role played also by media and public opinion in prioritizing issues (Vliegenthart et al.,
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limited cognitive skills which, along with the institutional frictions, hinder the transformation of
their priorities into policy outcomes. Therefore, government can prioritize only a small set of issues,
those on which it is given more attention within the policy-agenda. Findings of an in-depth study
of the Italian case suggest that the two approaches should be seen as complementary, because of
the role of parties as generators of attention shift (Russo and Verzichelli, 2016).

H2: increasing attention on a specific policy area highs the likelihood to have punctuations in
that spending category.

Moreover, along with the multiple critics the partisan theory has encountered, this approach
conceives the government as a unitary actor with shared preferences. Nevertheless, a number of
studies (Tsebelis, 1995; Tsebelis and Chang, 2004; Franzese, 2002) has underlined the role of veto
points within the government, enriching the already ample literature on the impact of institutional
fragmentation on a country’s budgetary and fiscal performance (see, among others, Weaver and
Rockman 1993; Volkerink and De Haan 2001; Perotti and Kontopoulos 2002; Bräuninger 2005;
Hallerberg et al. 2007.4 Indeed, the government seems to be more an aggregation of multiple
actors with varying preferences and priorities. It follows that a large number of veto players
reduces the likelihood to modify the status quo and to alter the budget (Tsebelis, 1999, 2002;
Tsebelis and Chang, 2004). This condition is worsened in case of high ideological distance between
coalition government’s members. Furthermore, if the veto players theory succeeds in illustrating
how governments’ behave, the partisan theory loses its explanatory power. Following the intuition
of Russo and Verzichelli (2016), it thus seems more useful to consider the impact of the ideological
range within the governing coalition, that is the ideological position of the two most extreme
governing parties which clearly affect the size of the winset, and the likelihood to increase or
decrease expenditure.

H3: a higher degree of institutional fragmentation, both in terms of number of veto points and
ideological distance between coalition parties, reduces the likelihood of punctuations.

As already mentioned, the changed nature of the international economic competition has par-
tially impacted on the role of political parties on domestic issues. The international set has been
also incredibly modified because of the strengthening process of the European Union, which has be-
come a relevant driving force for a number of policy issues. According to many observers, the need
to implement domestically the EMU requirements and to internalize the Stability and Growth Pact
(SGP) and other European measures have impacted on member states’ public finance (Pavolini
et al., 2015; Lupo and Piccirilli, 2017), which in some cases justified the adoption of unpopular
reforms, particularly during the economic crisis (Dukelow, 2015; Moury and Standring, 2015; Cioffi
and Dubin, 2016; Hick, 2017). Indeed, particularly during the most dramatic moments of the finan-
cial crisis, the EMU limited member states’ decisions through the so-called “external constraint”
(Dyson and Featherstone, 1996; Moschella, 2017a,b). Although it is quite extreme to affirm that
these measures handcuffed governments’ power of decision, a sort of annual negotiation process

2013) and altering preferences of political parties (Jones and Baumgartner, 2005b; Green-Pedersen and Walgrave,
2014), it is not on the purpose of this research to investigate their impact. Indeed, it seems that while public
priorities matter a lot in shaping executive and legislative agendas, the degree of responsiveness to public opinion
preferences markedly declines in budgetary expenditures (Bevan and Jennings, 2014).

4Being a single-party (or a coalition of closely aligned parties) government or a multi-party coalition government
affects the parliamentary stage, hence possible outcomes of the budgetary bill (Von Hagen and Harden, 1995).
One-party governments are characterized by a “procedure-oriented” approach with a strong leading cabinet, which
is usually more able to control the policy outcomes, thanks to a high degree of preferences homogeneity (Weaver and
Rockman, 1993, 24). As contrast, multi-party coalition governments are defined by a “target-oriented” approach,
where a bargaining process is needed to mediate between a number of divergent views and objectives and to find a
compromise over the budget (Von Hagen and Harden, 1995). This aspect and the likely future electoral competition
among coalition parties, sometimes encourages them to take the distance from government’s policy, or even to defect
(Bonoli, 2001).
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between member states and the EU exists. This makes the annual mood of fiscal targeting very
changeable according to the government propensity to accept or not stringent fiscal targets.

H4: governments, regardless their ideological preferences and priorities, tend to decrease public
expenditure to meet the European requirements particularly in time of economic difficulties.

4 The Italian Case

This work is a case study of the Italian budgetary policy, as it is issued by the budgetary process.
Focusing on a single case allows for an in-depth study of dynamics and processes at stake. Even
though this is just a preliminary investigation, we try to highlight those factors that seem more
influential in shaping the outcome of the Italian budgetary process.

Italy turns out to be an extremely interesting case because of the evolution and the following
implications of its budgetary process during the last few decades. It is an example of late con-
solidation of a solid budgetary process: as matter of fact, it was only since the 1978 that a first
attempt to design a proper budgetary process was made, thanks to the introduction of the annual
Financial Bill (Sala, 1988), where the government and the parliament made crucial decisions on
taxes and spending. Before this reform, and for the whole republican period, Italy was a notable
example of party government democracy characterized by high political stability,5 where however
the dominant party survived without actually governing (Di Palma, 1977). In that period, no
legal frame was in place to regulate the role of the executive and legislative in shaping the an-
nual budgetary appropriations, and all the decisions were demanded to the ordinary law-making
processes. The 1978 reform, instead, transformed the budgetary session in the most important
decision process of the year. Nevertheless, this first attempt failed to limit the extreme power of
the parliament over the budgetary process, which has been one of the main feature of the Italian
golden age of consensualism (Cotta and Verzichelli, 2007) and the executive’s steering capabili-
ties in controlling public finance remained quite low, worsening an already troublesome situation
marked by the emergence of the “structural deficit” after the oil shocks. Indeed, the Financial Bill
had been quickly transformed in an omnibus law used by the parliament to impose its distributive
contents, leaving to the government very limited capabilities to draft the original text (Sala, 1988).

The strengthening of the executive over the parliament concerning the budgetary prerogatives
was also the aim of the following reform issued in 1988, which modified the entire structure of the
whole budget session (Verzichelli, 1999).6 However, the necessary improvement of parliamentary
rules of procedures did not follow the heightened role of the executive, leaving the budgetary
session open to a number of transformative amendments by the bicameral legislature. Indeed,
as maintained by Hallerberg and Von Hagen (1997), the Italian budgetary process has always
resembled the model of a “contract” among various institutional, political and social actors rather
than a “delegation” to the main governmental actors. The merit of that reform was to set aside
the “provisional budget”, which had been very frequent during the previous decade, while some
modifications of the parliamentary rules of procedures diminished the micro-distributional practices
of individual MPs (Verzichelli, 1999).

5Despite the very unstable cabinets, Italy was governed for about 45 years by the Christian Democratic party.
6Major changes of the process concerned: 1) the standardization of the content of the Financial Bill, with the

consequent reduction of the room for micro-sectional dispositions to the whole annual financial package; 2) the
introduction of a multi-annual budget plan, as a result of the application of a new technique of planning and
programming; 3) the strengthening of the executive control over the budgetary figures, thanks to a broader staff of
experts and to the introduction of a compulsory macro-economic document (the Economic and Financial Plan ) to
be presented in parliament a few months before the adoption of the Financial Bill. Moreover, the budgetary session
deadline was place on the 31 December, avoiding the usual mechanism of provisional budget that characterized the
previous decades.
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Following the collapse of the old party system in the early nineties and with the start of the
“age of political alternation”, new possibilities for a more direct link between voters’ choices and
the direction of public policies have been implemented, without though leading to comprehensive
reforms, hindered for both the centre-right and the centre-left coalitions by their internal hetero-
geneity. This domestic context has left open a wide space of manoeuvre for the influence of external
actors, as the European Union, which has played an increasingly relevant role in the Italian public
finance, particularly since the signing of the Maastricht Treaty. Also, the new 1999 budgetary
reform internalized the SGP, marking another relevant step in the direction of the rationalisation.7

The external constraint of the EMU requirements and the political weakness of Italy in the Eu-
ropean scenario proved to be fundamental determinants of the following developments. Indeed,
because of the extreme magnitude of the Italian public debt, the country became one of the most
“usual suspects” to be candidate to a procedure of sanction, according to the stability pact rules.

Another relevant reform was issued in 2009, which has confirmed the parliamentary nature of
the process, despite its attempt to improve the transparency of the process by setting an adequate
and prearranged timing.8 After that, the art. 81 of Italian Constitution was amend, introducing
the principle, already stated in the European Fiscal Compact Treaty, of the “balance budget”.
That reform looks consistent with the aim to transform the whole Italian political system in a
“majoritarian democracy” (Morlino, 2012).9 Again, in 2016, the Stability Bill and the formal
Budget Bill have been unified in a unique piece of legislation, to make it more compact and
transparent. Italy remains characterized by a symmetrical bicameralism in which the parliamentary
nature of the budget session is still prevalent and subject to the power of potential veto points.

To sum up, it seems that all the efforts made in the last decades to reform the Italian budgetary
process have determined the conditions for an appropriate institutional design, thus introducing
some optimistic expectations about the reduction of a long-standing problem like the one of fiscal
irresponsibility (Damonte, 2013). A recent study provides evidences of the long-transformation of
the budgetary process in Italy, showing a more centralized process that has been able to partially
limit frictions and to increase the effectiveness of fiscal corrections. That said, a favourable pro-
cedure appears to be a necessary condition, though not sufficient, to rule the budgetary politics.
As matter of fact, Italy remains characterized by a symmetrical bicameralism in which the parlia-
mentary nature of the budget session is still prevalent and subject to the power of potential veto
points.

5 Data

This research aims to shed a light on changes in budgetary policy as effect of domestic political
and institutional variables and international ones. In this preliminary analysis of the Italian case
we cover a time span of twenty years, from the 1993 until 2013.10 This period encompasses the
aftermath of the first incisive reforms of the Italian budgetary process (1988) and the whole period
of the so-called “Second Republic”. Internationally, it also comprehends the entire period of devel-
opment and reinforcement of the European Union, particularly that following the economic crisis,

7This reform centralised the authorities of three minsters, namely the Treasury, Budget and Finance, in one only
superminister for the Economy, and introduced a preventive vote on the overall figure of the expected budget deficit
before the amendment session.

8This reform substituted the old economic and financial plan with the Public Finance Decisions, whose guidelines
are published before the summer and the document, including the whole list of measures that will be presented in
the Stability Law (which replaced the Financial Law), is issued in September.

9Although this process seems to have been lessened in recent years, Italy still keeps looking for a more effective
role of the executive in many different domains of the policy-making process.

10There is a gap in 2003, for which detailed data are unavailable on the parliamentary website. In the following
tables and figures we interpolated the 2003.
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when the European participation in member states’ domestic affairs has seemed more incisive. A
crucial issue when dealing with the study of spending is to find the appropriate measure, related
to what we want to focus on. Although this seems rather straightforward, it is neither an imme-
diate nor an easy task. We can distinguish between various measurements, as budget authorities,
obligations, outlays, not all of them available for every country. Obviously “different measures tell
different stories” (Soroka et al., 2006, 270). Most of the issues concern the moment we want to
analyse, that is if we want to study causes or consequences. When studying the latter, government
expenditure is surely a good measure to use, but it becomes quite useless if we focus on causes,
which are not policy per se. If one is interested in looking at the actual government’s commitment
to programmes, as this is the case, s/he should rely on budgetary policy (Wlezien and Soroka,
2003; Soroka et al., 2006).

In order to conduct the analysis, we rely on a new dataset11 based on the Comparative Agenda
Project (CAP) codebook,12 applied to the study of the Budget Bill as issued by the government and
the Budget Law as it is finally approved by the parliament. Our unit of analysis is constituted by
each spending category in each year, which allows to trace the distribution of expenditure among
all the functional categories and its variations over time. Indeed, we are interested in showing
those moments of variation that produce incredible picks in budgetary spending, namely moments
of punctuation. The dataset we constructed covers a period of 20 years, from 1993 to 2013, and
it is composed by 14 macro categories of budgetary policies.13 To detect the presence of policy
punctuations within the budget, we look at the distribution of expenditures among the spending
categories in the Budget Law, comparing them with the expenditure of the previous year. It must
be noted that when we refer to, for instance, the 1995 manovra, we mean the one introduced
and approved in the 1994. We decided to focus on the change in the relative weight of each
spending programme on the total amount of programmatic public spending, that allows to see how
much the government’s commitment for each spending category changes over years. Calculating
the percentage change on the total programmatic public spending ignores the overall size of the
budget. We preferred to avoid using the GDP as denominator because it would have possibly
led to errors in the estimation of change. Indeed, expenditure for a certain category may result
bigger/smaller compared to the previous year because of the overall size of the GDP on which we
calculate the percentage. Our measure, instead, focuses solely on the budget composition.

Following the various theoretical arguments we resume in the previous paragraphs, we identify
four main factors that may shape the budgetary outcome, namely the attention paid by the gov-
ernment to a number of policy areas, the institutional fragmentation, the government’s position
on the left-right scale, and the European external constraint.

11We coded and grouped each spending category, choosing among 21 macro categories and about 240 micro
categories. Each occurrence is assigned to one subcategory, none of them cross macro categories, creating a sort of
hierarchical system (Bevan, 2014). That means that categories are mutually exclusive and exhaustive (Jones, 2016),
so to be suitable for time series analysis.

12The CAP is a collaborative research effort whose purpose is to develop systematic indicators of issue attention
in several policy venues and across several political systems. Up to now, the CAP is composed by 15 country
projects and a European Union project. The aim is to allow cross countries and over time comparisons to ease the
comprehension of patterns in each country and reasons of divergences between political systems. A wide number of
scholars have started during the past decades to adopt this approach, which is currently rather acknowledged for
this kind of studies (see, among others, Engeli et al. 2012; John et al. 2013; Boydstun et al. 2014; Bonafont et al.
2015.

13In 1998, Italy adopted the internationally used COFOG scheme and the way to categorize expenditure changed,
thus we have not the same categories for the whole period under analysis. We matched old and new categories,
therefore allowing over time comparability. However, by doing so, we have been forced to reduce the number of
categories originally provided by the CAP codebook. Overall, our final categories are ‘General Administration’;
‘Defence’; ‘Civil Defence’; ‘Public Order’; ‘Law Courts & Prisons’; ‘Economic Affairs’; ‘Transport & Communica-
tion’; ‘Agriculture & Environment’; ‘Local and Regional Government’; ‘Housing & Community Amenities’; ‘Social
Protection’; ‘Health’; ‘Education, Culture & Religion’; ‘University & Research’. Debt related expenditures have
been excluded from the analysis.
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The main independent variable we use is the attention allocated by political parties over a
number of policy domains. Since indicators developed by CAP projects can be applied to various
political documents, we use for this study an original dataset built by the Italian team of the
CAP project in which all the party manifestos from 1983 to 2012 - distinguished by party and
legislature - are coded using the same coding scheme of the dependent variable.14 We include in
the dataset only those categories of statement containing direct references to public spending on
certain policies and those involved in the expenditure of public funds.

Figure 1: Attention to Spending Categories in Party Manifestos (%)
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The graph shows attention in party manifestos allocated to the most relevant spending cate-
gories. ‘General Administration’ and ‘Social Protection’ have the highest percentages of attention
over the whole period under analysis. It seems also that the increase of attention in one of these
two categories is to detriment of the other one. As contrast, ‘Public Order’ and ‘Defence’ receive
the lowest percentages of attention. However, it is worth noticing that the two former categories
are extremely general, so many different topics are included into. Instead, ‘Education & Culture’
which consists mainly of topic related to schools is quite important in terms of attention, even
though rather specific.

Then we add the institutional fragmentation, considered on the basis of the number of gov-
erning parties and on the ideological aspect. The former estimates the support accorded to the
government by parties, which allows to identify easily changes within the majority. In order to
address the government fragmentation, we focus on parliamentary groups which provide a deep
insight of the support both from parties that are part of the governing coalition and from other
parties. It seems reliable to rest only on what happens in the Chamber of Deputies to have a
detailed view about political and partisan fragmentation (FRAG), disregarding what happens in
the Senate, where it is more likely that parliamentary groups would group together. To have this
first measure of government fragmentation, we simply count the number of parliamentary groups
supporting the government in December, when the budgetary session ends. We also count the
number of components of the mixed group (gruppo misto) supporting the government. We adjust
this fragmentation measure by weighting groups, to which we assign a value of 1, and components,

14Also in this case we matched the original categories of the party manifestos (http://sbevan.com/cap-master-
codebook.html) with the 14 we identified for the Budget Law, in order to allow the comparability between these
two different type of documents. Obviously, because of the aggregation of several micro topic into broad macro
categories, some of them - usually those more general - turn out to be much heavy than others.
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counted as 0.5. This measure shows a rather stable path across governments and over time. Gov-
ernments are usually supported by four or five parliamentary groups. The only remarkable case
which deviates from the others is the second government head by Prodi in 2006 and 2007 (those
producing the manovra for the 2007 and 2008), when we notice an outstanding fragmentation.
Indeed, the majority was composed by many small parties - eight in 2006 and seven in 2007 -
supporting the government which were fundamental for the (brief) survive of the government. By
contrast, the Berlusconi IV government stands out for being the least fragmented one. A second
measure about the ideological fragmentation on the government (GIF) is built by looking at the
two most extreme positions of governing parties on a left-right scale, namely the ideological range
of the government. As already said, this measure allows to take into account the role of veto
points on the budget outcome. This second measure shows a similar pattern of the previous one,
even more explanatory about the differences between left- and right-wing governments. Indeed,
left-wing governments have always been characterized by a higher ideological fragmentation than
right-wing ones. Again, the Berlusconi IV government is the least fragmented one, meaning that
the coalition government was composed by closely aligned parties. Instead, even in this case, the
Prodi II government has one of the highest ideological fragmentation, along with the Letta and
Renzi government, which found a lot of difficulties in set up the coalition government. However,
technocratic governments are understandably those with the highest level of ideological distance
between governing parties, as for instance the Dini government and the Monti government (which
issued respectively the manovra for 1996 and for 2012 and 2013).

To measure the position of the government along the left-right axis, we rely on expert surveys
based on the rate that country experts give to party’s position on a left-right continuum (Castles
and Mair, 1984; Benoit and Laver, 2006). Specifically, the measure we use for left-right govern-
ment’s position rests on the ParlGov dataset (Döring, 2016), in which a number ranging from 0
(extreme left) to 10 (extreme right) is assigned to each party in parliament. Among those, we
consider only the governing parties, in order to have the government’s position. Government ide-
ology, as the government’s ideological fragmentation, is weighted according to the number of seats
each governing party has in the lower chamber. According to this measure, cabinets characterized
by a strongest left orientation are those producing the manovra for 2007 and 2008 (Prodi II),
and also those issued in the period 1997-2001 (Prodi I, D’Alema I-II and Amato II). As contrast,
governments headed by Berlusconi which issued the 1995, 2002/2006 and 2009/2011 manovre has
the most rightist orientation.

To address the role of the European external constraint on the Italian budgetary outcome we use
a dummy variable, measuring 0 when it has not an impact and 1 when it has. To be more precise,
we define the EU constraint as the propensity of a budget process to meet the pre-determined
aggregated targets asked through the recommendation/imposition from the supranational level.
Indeed, particularly since the late nineties and the approval of the Amsterdam Treaty, Italy has
been often concerned with the formal procedures of recommendation and limitations, formally
provided by the SGP. We thus coded as subject to the external constraint all years when the
European Union institutions have either adopted a binding measure forcing the government to
take action or warmly recommended the respect of a given public finance criterion. Ultimately,
the budget approved under the European constraint were those for 1993, 1997, 1999, 2004, 2005,
2006, 2010, 2011, 2012 and 2016.
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6 Analysis & Discussion

This preliminary investigation aims to highlight changes in the allocation of expenditure among
functional categories during the considered period. At a first sight, it is clear that some categories
are more subject than others to relevant modifications, therefore we select and focus only on those,
namely ‘General Administration’, ‘Defence’, ‘Public Order’, ‘Economic Affairs’, ‘Social Protection’,
and ‘Education & Culture’. Figure 2 and 3 depict general trends for these categories, both in the
Budget Bill and in the Budget Law.

Figure 2: Public Expenditure in Budget Bill (%)
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In both cases we can see the dominance of ‘General Administration’ as main spending category,
along with ‘Social Protection’. This pattern is approximately the same we see for the attention
over spending categories. Also in this case, they seem to behave oppositely, in particular from
the 2003 onwards. Overall, it is possible to notice a sort of polarization of these categories.
Indeed, while ‘General Administration’ and ‘Social Protection’ move upward, ‘Economic Affairs’
and ‘Education & Culture’ progressively decrease. Looking for punctuations in the Budget Law,
we can identify few interesting moments of substantial variation. The 1995 manovra produced a
positive pick for ‘General Administration’, which occurred again in 2000 and 2009, the last with
negative sign. ‘Social Protection’ shows an important increase in the 1999 and 2006 manovra, to
which an important decrease of ‘Economic Affairs’ seems to be associated. Therefore, we are prone
to think that these are not actual punctuations, but methodological artefacts.15 Trends in the

15It is worth noticing that some categories are subject to changes that are only methodological artefacts depending
on the changing interpretation of the administrative department responsible for the categorization. For instance, in
the 2002 manovra, the category ‘University & Research’ suffered a dramatic but isolated cut, because some important
programs were coded under the category ‘Education & Culture’. A similar issue involved the categories ‘Local and
Regional Government’ and ‘Health’, that intersected each other in 2002, then showed completely opposite trends.
In all likelihood, this is caused by an important reform of the V Title of the Italian Constitution, which modified
the responsibilities of both the central and the regional levels of government, transferring some competences from
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Figure 3: Public Expenditure in Budget Law (%)
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Budget Bill show about the same modifications.
In order to have a preliminary idea about the potential influence of the attention over spending

categories in party manifestos on the dependent variable, we firstly provide a table with summary
statistics, then we run a regression including also those variables we control for. The first table
allows to see whether a correlation between the attention for a specific spending category and the
expenditure for the same category exists, and which is the direction. We calculate it using both the
Budget Bill and the Budget Law, adding also a variability index which consists in the difference
between the BL and BB.16

Table 1: Summary Statistics
Attention

Gen. Administr. Defence Public Order Economic Aff. Social Protect. Educ. & Culture
Budget Bill 0.1070720 -0.5887255 0.3867115 -0.07751375 -0.054550396 -0.1714694
Budget Law 0.1445211 -0.5878956 0.4594996 -0.16128943 -0.008357752 -0.2618861

Variability Index 0.6378343 0.4318715 -0.2747202 -0.54523116 -0.535296407 0.2538010

Table 3 is an attempt to find statistical correlation between the allocation of funds among
spending categories in the Budget Law and our independent variables. However, although in some
cases few variable appears to be statistically significant, we cannot convincingly state that they
actually are (or are not). Indeed, as many other single-country researches, this work cannot rely
on strong statistical analysis since it lacks enough observations (Budge and Hofferbert, 1990; King
et al., 1993; Soroka and Lim, 2003).

Because in this case we cannot trust the statistical analysis, we try to provide some descriptive

the central administration to the regions. These are also reasons why do not include these categories in the analysis.
16While we show the variability index only for the 6 most relevant spending categories, it is calculated using all

the 14 categories.
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Table 2: Determinants of Public Spending in the Budget Law
Gen. Administr. Defence Public Order Economic Aff. Social Protect. Educ. & Culture

Attention 4.550** -5.780 6.590* 1.300 1.859 -1.192**
(1.123) (1.251) (2.542) (3.691) (9.310) (3.399)

EU_Constraint 1.028 -4.757 6.232 -1.936* 7.383 -5.408
(5.446) (1.332) (1.421) (8.708) (1.431) (5.349)

Ideological Range -1.706 1.500 1.539 -3.338 1.300 -1.509
(5.482) (1.067) (1.157) (8.255) (1.370) (4.270)

Left-Right Scale 1.456*** -2.062 -1.257 4.401 -7.585 3.091
(2.937) (5.374) (6.763) (8.894) (7.336) (2.213)

Fragmentation 1.164* -2.937* -1.439 4.013 -2.018 5.975
(5.288) (1.244) (1.183) (6.942) (1.266) (4.307)

GDP 3.847* 6.459 5.662 -7.158** 1.059** 3.500*
(1.534) (3.863) (2.920) (1.758) (2.922) (1.244)

Constant -8.054 4.252*** 1.636* 1.534** 1.305 9.102**
(4.871) (6.702) (6.467) (5.132) (8.537) (2.530)

N 21 21 21 21 21 21
Adj R-squared 0.7148 0.4052 0.4197 0.5725 0.3465 0.4145
* p <0.05, ** p <0.01, *** p <0.001

evidences about the potential reasons leading to the variations we highlighted in Figure 2 and 3.
In order to do that, we find interesting to look at the difference between the Budget Bill and the
Budget Law in each of the main spending category.

Figure 4: Difference of Public Expenditure in Budget Bill and Budget Law (%)
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The most relevant cases appear to be the 1995, 1996, 1999 and 2008 manovre for the spending
category ‘General Administration’, the 1994 and 1998 manovre for ‘Economic Affairs’ and the
1998, 2006 and 2008 manovre for ‘Social Protection’. These all show several relevant changes
throughout the whole time span, and also some important divergences between the Bill and the
Law. We can use some of these years as example to attempt explaining these few evidences.
For instance, in 1994, the first Berlusconi government, appointed after the first election in which
Italy used a new majoritarian electoral law, tried to dismantle the public sector, in order to
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stick to his electoral pledges. However, the high government fragmentation led the leader of the
Northern League Umberto Bossi, the main Berlusconi’s ally, to open a government crisis by leaving
the governing coalition. This happened precisely in December, during the approval phase of the
Budget Law. The 1997 manovra shows an important variation in the allocation of funds for
‘General Administration’ between the Budget Bill and the Budget Law and an overall trend of
cutting (except for the category ‘Social Protection’), as visible in Figure 3. This could be due to
the peculiar events of 1996, when Prodi headed his first government and committed in keeping Italy
within the first group of EU member states included in the single currency area (Sala, 1997; Quaglia
and Radaelli, 2007). However, even in this case, because of the extremely high fragmentation within
the governing coalition, the executive has seen reduced its space of manoeuvre when deciding on
which spending categories to intervene. The diktat imposed by Rifondazione Comunista, indeed,
did not allow the government to cut pensions even though it seemed the easiest way to assure the
Italian inclusion into the EMU. Again, the government appeared to be not able to implement its
own agenda because of the veto points in the coalition. Moreover, during the last few years, we
suppose that the European Union has played an extremely crucial role in shaping the outcome of
the budgetary process, particularly starting with the introduction of more stringent fiscal target in
member states’ national legislations. This is true since the introduction of the so-called pareggio di
bilancio in the Italian Constitution, which has forced governments to adapt the allocation of funds
to the EMU financial requirements and targets. Actually, Figure 4 demonstrates that the Budget
Law reduced the public expenditure forecast in the Budget Bill for all the spending categories.
The only exception concerns the category ‘Social Protection’. As matter of fact, since it includes
a fundamental policy as the pension one, this category has always had a crucial role in shaping
the balance of power and the bargaining power within the governing coalition. Crossing the whole
political and ideological spectrum from the extreme left to the extreme right, the protection of the
pension system against cuttings has always been at the heart of many political parties included
in the governing coalition. Despite the relative small size of those parties, they have been able to
adjust the budgetary policy thanks to their bargaining power.

As said, there is a repositioning of funds in the Budget Law affecting all the functional cat-
egories, even though some categories are clearly more subject to the this process than others.
Intuitively, this evidence tells us that the parliamentary phase in Italy is a crucial point on which
it is necessary to focus in order to understand the outcome of the budgetary process. Studies on
budget changes confirm that the parliamentary approval phase still remains the core of the process
in contemporary democracies. Although the government has the first move in the process and
can state its main prerogatives in the Budget Bill, there are also some intervening factors that
may shape the outcome, not least the growing problems of fiscal responsibility. As matter of fact,
governments and parliament share the power of the purse, so their relative influence on the whole
process can vary considerably (Wehner, 2010).

7 Conclusion

This work is a preliminary investigation of the Italian budgetary policy throughout the last twenty
years. Relying on previous researches which demonstrated the importance of several factors, both
political and institutional as well as domestic and international, we identified few variables that can
be potentially able to direct the outcome of the budgetary process. Resting on the attention-based
approach, we used as main independent variable the attention over specific spending categories
allocated by political parties in the electoral manifestos. Then, we control also for other political
variables - as the government positioning on a left-right scale and the ideological range of the
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executive - for institutional factors - as the fragmentation and the number of veto points - for the
economic situation of the country and for the potential intervention of exogenous factors - as the
European Union external constraint. The aim was to shed a light on changes in budgetary policy
and on the allocation of funds between a number of spending categories of the Budget Law as
effect of these variables. However, because of the small number of observations due to the limited
time span we covered, relying on the statical analysis we provided is almost impossible. Thus, we
included in the analysis the Budget Bill, on which the government makes clear its preferences and
priorities. This document is submitted by the executive to the parliament and revised during the
parliamentary sessions. It seems from the comparison between the Budget Bill and the Budget Law
that the Italian budgetary process is still highly fragmented and open to a number of transformative
amendments from a plethoric legislature.

This is in line with the PET assumption about the role of institutional factors in heightening
the level of frictions to human choices, thus bridling relevant changes. Italy, being a paradigmatic
example of a polycentric and power-sharing parliamentary system traditionally characterised by
high levels of fiscal irresponsibility and marked institutional fragmentation, seems to perfectly fit
with the PET model. However, Italy tried in this recent decades to adjust its budgetary process in
order to fit the multi-level system of governance and to reduce the parliamentary prerogatives over
the budget by strengthening the role of the executive. Nevertheless, a recent qualitative analysis
of the Italian policy of retrenchment demonstrated that a favourable procedure is a necessary
condition, though not sufficient, to rule the budgetary politics. As matter of fact, Italy remains
characterized by a symmetrical bicameralism in which the parliamentary nature of the budget
session is still prevalent and subject to the power of potential veto points.
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