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Abstract

This paper shows how the extenson of income to account for unpaid work could highlight
the potentid discouraging labour supply effect of workfare policies, with an gpplication to a
wdfare policy currently in an experimentd phase in Itdy (minimum insartion income, MI). MI
ams a combining the provison of a minimum income to very poor families with policies
encouraging labour market participation by a least one of its members (by obliging them to follow
training courses or to accept job offers). Women who are likely to be exposed to this discouraging
effect have a low level of education and belong to poor households. This anadyss dso shows how
low income households wefare is sustained by women'’s high unpaid work |oad.

Public policy suggestions:

When one extends income to include unpaid work it is possble to perceive how the effect of an
active policy agang socid excluson like MI can be gppreciably reduced with respect to women
and to a group of women who are more likdy to be excluded (those living in the poorest
households and having a low leve of education). If this discouraging effect is to be avoided, care
must be taken in the provison of Ml to the weskest members within the family. The choice of
exiting the labour market if poor and with a low level of education, when one has a child aged less
than 3, may otherwise become irreversble. An extension of public service provison a low costs
for low income families and more information about the long run effects of exiting from the labour
market may reduce the discouraging effect.

This dudy deds with very low income families. However the problem of making a choice
about labour market participation and the role of the welfare sate in affecting it, is dso a problem
aidng for medium income families whenever there are young children or ederly persons needing
care in the family, and when a least one of the parents is a non-dependent worker, these families
are more often likely to be excluded from public services or included at high tariffs.

We would like to thank the research group on unpaid work and standard of living directed by Professor
Antonella Picchio for useful comments on a previous version of this paper. The usual disclaimersapply.
Financial support from CNEL is gratefully acknowl edged.



1. INTRODUCTION

The andyss carried out in this paper can be set dongsde the literature which andyses the
effect of public policy by gender, like the research conducted since the beginning of the 90's by the
UK Women's Budget Group® or by Budlender, Sharp and Allen (1998) in South Africa and in
Audrdia Himmewet (1998) discusses how the different employment conditions and working
profiles over the life cycle of men and women can affect the impact of the same public policy by
gender and dates that ignoring these differences can senshly reduce the efficacy of the policy
itself. After acknowledging the economic relevance of unpaid work,? the effect of public policies
on its distribution and size need to be evauated.

‘If the effect of budgetary policy is to move women's time from unpaid care economy to
other sectors of the economy, the full ramifications have to be recognized, planned and budgeted
for..This is not to argue tha women's (or men's) labour time should not be transferred between
sectors, but that the costs and benefits to society should be looked a overdl” (Himmewelt, 1998,
p.10).

The importance of acknowledging the gender impact of wdfare policies is addressed in
Addis (1999) who stresses the discouraging effect on women's labour supply of the Itdian wefare
date system.

This paper andyses the impact of a policy recently introduced in Itdy and ill in an
experimental phase: minimum insertion income (thereefter MI). MI is amed a very poor families
and matches a cash trander with policies amed a encouraging labour market participation by a
least one family member in working age. Section 2 deds with the characterigtics of this policy and
contains a gmulaion on how many households can benefit from it. Section 3 contans an
evaduaion on how, by extending income to include unpaid work, family labour supply decisons
can change. This evaduation regards a sample with couples in working age with or without children,
from the 1995 Bank of Itdy survey on households income and wedth (hereefter SHIW). The
SHIW data st contains useful information on the household sociodemographic structure and on
household income but does not report information on unpaid work. It is therefore necessary to se a
matched data set obtained by matching SHIW records with unpaid work information estimated
from the last available ISTAT time budget survey (ISTAT 1989).3

2. The Minimum Insertion Income

An experimentd form of minimum insertion income (MI) has recently been introduced in
Itdy, and the am of this work is to evduate the effects that it could have on the propendty of the
women currently out of the labour force to search actively for ajob.

The recapt of the minimum income is indeed conditiond on joining an insertion program
with the objective of reintroducing the beneficiary in the labour market, through the acceptance of
any job proposds, the atendance of training courses, the involvement in socidly useful ectivities.
Women beonging to households with incomes so low as to be digible for MI, however, are
generdly characterised by low educationa level, and the low wages that they could probably earn
once in the labour market are very unlikely to compensate for the reduction in the componert of
extended income produced by their unpaid work.

! See Picchio (1999) analysis and survey on women budget studies and Himmelweit (1999) for a report on the UK
Women' s budget group activities.

2 See Picchio (1996 and 1999).

3 See Addabbo & Caiumi (1999) for details on the matching procedure.



In generd, the introduction of MI seeks to remedy the lack, in Italy, of a last resort safety
net tha may guarattee a minimum standard of living to al needy households *. Many locd
authorities provide some forms of minimum income but in a totdly uncoordinsted and
discretionary way.

In a firg and experimental phase of three years, sarting in 1999, MI will be introduced only
in 39 locd areas (among them Naples, Catania, Genoa, Reggio Cadabria), chosen according to a
complex set of socid and economic characteristics, and mainly concentrated in the southern part of
Italy, the poorest one. The amount of minimum income for 2000 is s&t a 0.52 million Itdian lire
per month for a sngle person, while for other households the levels are caculated by goplying an
equivalence scde smply defined as the number of components raised to the power 0.65 (the
dadicity of the scde)®. Thus the household is the reference unit to evaduate the welfare of an
individud. The trandfer is s&t 0 as to cover the difference between minimum income itsdf and
totd digpossble household income (including other forms of socid assdance); eanings ae
counted in total household income only for 75% of their total amount, to dtenuate the poverty trap,
s0 that the scheme reproduces a negative income tax with a margind tax rate of 0.75, covering a
congant share of the poverty gap (the difference between the minimum income and household
income). Any amount of financid assets however smdl, is a aufficdent condition for losng
eigibility, a requirement perhaps imposed by the nature of the scheme, amed a dleviating
stuations of paticularly harsh poverty and socid excluson; as for red assets, only the ownership
of the house where one livesis dlowed, any other real asset causing the loss of the benefit.

This scheme has been devised, following the French example fairly closdly, not only as a
protection againg poverty but dso as an indrument to promote the reintroduction of the poor into
active socid lifer its recept is conditiond on joining an insation program, through acceptance of
any job proposds, atendance at training courses, or involvement in socidly useful activities by one
of the households member in working age. This participation condition does not apply to
households with children younger than 3 or with serioudy invdid persons. If this measure is
extended to the whole population, some smulatiions on the SHIW sample have shown that it will
cost about 4,000 hillion lire per year. MI should represent, a the end of the experimental phase, the
third step of a sysem of benefits amed a contrasting Stuations of economic difficulty: if a person
loses his job, he can receive a benefit from the wage supplementation fund (Cassa Integrazione
Guadagni, CIG), equal to a subgtantid share of the previous wage, for not more than one year, then
a mohility dlowance giving a lower share of the wage, and findly, if he/she Hill fals to find a new
job, the MI, a universad safety net open to dl citizens not only to the members of the labour force.
Only MI will however be avalable for non-dependent workers, which in Ity represent a
subgtantial share (nearly 30%) of the labour force, and for people who have never been employed.

For an anadyds of the process which led to the experimentd introduction of MI in Itdy see
Negri (1998) and Alti and Maino (1999), who discuss the problems emerging during the first stages
of the experimentation in a smdl town in Northern Itdy; too rigid forma requirements and the
presence of irregular workers who may find the amount of Ml too low to goply for are, according to
the authors, the two most important ressons which explan the rdativey limited number of
gpplications so far received by local authorities.

The introduction of MI is an important part of a wider reform process of the Itdian system
of socid assdance currently taking place, which is darting with a complete revison of the
targeting system: from an uncoordinated and often irrationd set of means-teding indruments,

# The minimum income should not be confused with the basic income (or citizen's wage): the latter is an unconditional
and universal money transfer, destined to all citizens without any means test, while minimum income is reserved to
those who can prove that they earn less than a threshold corresponding to a minimally decent standard of living. It is
therefore a conditioned and selective transfer, even if it is universal in the sense that it is potentially available to all
households, and does not depend on belonging to specific categories, occupational or of other type.

® Plus some corrections aimed at identifying particularly critical situations: the scale is increased by 0.2 points if the
head is asingle parent, by 0.2 pointsif both parents work and there are children younger than 18 in the household, and
by 0.5 pointsfor each seriously physically disabled member.



mostly based on taxable income, towards a single criterion to ascertain the economic conditions of
those wishing to goply for cash transfers or benefits in kind. A new indicator of the economic
condition of a household, caled ISE, (Indicatore della Stuazione Economica), has been recently
introduced and consists in a linear combination of the vaues of incomes and asts of the family®.
The adoption of a new targeting system is seen as a necessary precondition for the shift from a
categoricd to a universd wdfare sae, snce only with a reiable and efficient test of means can a
welfare sygsem be based on universd schemes open to dl individuds, satisfying only the
conditions of citizenship and need. MI should actudly represent the most sgnificant move towards
universdiam in the pool of potentid beneficiaries. The normative of ISE has been only partidly
adopted in the case of MI: the definition of the family is the same, as wdl as the equivalence scale,
while the means test is different and more severe, snce it excludes from the set of potentid
beneficiaries those owning assets other than the house of reddence, a point to which we shall
return.

Many obstacles can jeopardise the success of the new system, of which ISE and MI are the
firs seps (provided, of course, tha the resources necessary to finance MI a the end of the
experimental period ae be found); in paticular, dl the criticisms rased agang means-teding
apply here (Atkinson, 1996): the risk of placing a subgtantial share of households in a poverty trap,
the problem of low take-up leves, the didortionary effects of the informa economy, the
ineffidency of the public adminigration which should ascertain the actud economic conditions of
the gpplicants and organise the insertion programs for Ml recipients. This last problem seems to be
the most rdevant for Itdy, especidly in the case of the loca authorities of the South, where most of
the poor are concentrated. As for he disncentive effects, little can be sad for this particular case,
but the literature has 0 far concluded that disncentive effects from safety net schemes are certainly
present, dthough of limited quantitative significance (Atkinson, Mogesen, 1993).

3. Extended standard of life and minimum insertion income

In this section we smulate, on the microdata of the Bank of Italy survey for 1995, the
possble effects of MI on the divison of labour within the couple, consdering how extended
household income changes when a least one member of the couple modifies ther working
condition if the household wants to satisfy the requisites for M1 digibility.

3.1 Characteristics of households eligibleto Ml

The fird table shows the digtribution of two-partner households, whose mae member is between 21
and 64 years old, with or without children, into three groups. the first includes those households
who, according to their compostion and their tota income, would have had the right to receive Mi
in 1995; the second group includes those households with equivdent income greater than the Ml
threshold, but by less than 10% of its vaue, and therefore singles out those households who run the
risk of fdling into a dtuaion of harsh poverty; dl other households are in the third group. Tables 2
and 3 have the same content, but are respectively redtricted to households with and without
children.

According to our smulaions, about 195,000 households would be digible for Ml (for the whole
Itdian population, the number would increase to around 500,000 households), and 324,000 other
households would not present a sgnificantly greeter disposable equivdent income. If a least one of

® Briefly, ISE = Income + 0.2 Wedlth. See Baldini et al. (1999) For an analysis of the institutional characteristics and
distributive implications of I1SE.



the partners is employed, the probability of having a smdl income sgnificantly fdls though if only
the man works, about hdf a million households would 4ill have incomes not much greater than the
M1 threshold. If both partners work, the probability of receiving M1 actualy reduces to zero.

Tab. 1 Didribution of households by working condition of the partners and equivadent monetary

income

Husband Both employed Husband not Both not employed Total
employed, wife employed, wife (pensioners or
not employed employed unemployed or other)
RMI 149 0.06 0 6.30 2,05
+10% 5.63 0.H 3H 2.89 342
More than 10% 92.87 98.99 96.06 90.80 A.53
Total 100 100 100 100 100
Number of households
(in millions) 3.793 2951 0.541 2.22 9.485
Tab. 2 Households with children
Husband Both employed Husband not Both not employed Total
employed, wife employed, wife (pensioners or
not employed employed unemployed or
other)
RMI 164 0.08 0 6.83 212
+10% 5.96 104 4.71 3.15 3.76
More than 10% 92.40 98.9 95.29 90.02 A.12
Total 100 100 100 100 100
Number of 3.365 2493 0433 1645 7.936
households (in
millions)
Tab. 3 Households without children
Husband Both employed Husband not Both not employed Total
employed, wife employed, wife (pensioners or
not employed employed unemployed or
other)
RMI 0.29 0 0 459 163
+10% 2.89 0.45 0.45 2.05 165
More than 10% 96.82 99.55 99.55 93.36 9.73
Total 100 100 100 100 100
Number of 0.428 0458 0.108 0575 1549
households (in
millions)

Tab. 4 confirms the greet concentration of poor households in southern regions, in particular in the
South-West (which includes, in our dasdfication, dso Scily and Sardinia), while the number of
households potentidly involved in the MI stheme is veay low in north-western regions.
Conddering aso those households who are close to the threshold, about 145,000 households with
both partners present would anyway have difficult economic situations’.

" The geographic disaggregation is similar to that proposed, on the basis of many socio-economic indicators, by
Attanasio and Padoa-Schioppa (1991): South-east (Puglie, Abruzzo and Molise); South-west (Calabria, Basilicata,



Tab. 4 Didribution of households by area of resdence and equivaent monetary income

North-west | North-east Centre South-west | South-east Total
RMI 0.37 0.16 1.08 6.19 212 163
+10% 175 1.75 2.33 6.28 6.32 1.65
More than 10% 97.88 93.10 96.64 87.52 91.56 96.73
Total 100 100 100 100 100 100
Number of 2117 1.878 1.878 2372 1.239 9.485
households (in
millions)

Women in mog difficult economic conditions have low levels of education (Tab.5), which are very
likely to be accompanied by a low education level of their partners. The reduced endowment of
human capitd implicit in these low education records could represent a serious obgtacle to the
possihility of finding jobs with satisfactory wages.

Tab. 5 Didribution of households by education level and equivaent monetary income

0-5 years 8 years 13 years Degree Total
schooling schooling schooling
RMI 2.72 2.80 0.97 0 2.05
+10% 4.85 4.15 151 154 342
More than 10% 9243 93.05 97.52 98.46 94.53
Tota 100 100 100 100 100
Number of 3.218 2.795 2.719 0.752 9485
households (in
millions)

On the basis of Tab. 6, the probability of being in poverty decreases congtantly with respect to the
age of the wife; this could be due to the greater incidence of unemployment in the first stages of the
life cycle, and to the lower levd of protection granted, by the current structure of the wefare
system, to households without pensioners.

Tab. 6 Digribution of households by age of the wife and equivaent monetary income

<=30 31-40 41-50 51-60 61-64 Total
RMI 4.15 2.87 112 101 0.96 205
+10% 4.96 371 3.83 193 105 342
More than 10% 90.89 9342 95.05 97.05 97.98 .53
Total 100 100 100 100 100 100
Number of 1170 2731 2926 2212 0.290 9485
households (in
millions)

3.2 Unpaid work and Minimum insertion income

The average unpaid work of women who live in Ml digible households or in households
whose equivdent income is not higher than 10% of the income bvel established to enjoy M, totas
55 hours a week, 10 hours more than the unpad work of women living in households whose
incomeis higher than M1 leve by at least 10%.

This Section contains a smulation of the effects in teems of wedfare changes of MI on
different family types dways amongsat those who are digible for MI.

Sicily, Sardinia, Campania); North-west (Piedmont, Lombardy, Liguria , Vale d'‘Aosta); North-east (Veneto, Friuli-
VeneziaGiulia, Trentino-Alto Adige); Centre (Emilia Romagna, Tuscany, Umbria, Marche, Lazio).




IHouseholds with children aged lessthan 3

A firg group of households who can enjoy MI is made up of households with children aged
less than 3. These households are digible for MI without being required to join training schemes or
accept job offers. They can enjoy cash transfers and, if the wife did not work in the market before
MI, extended income can increase without any change in unpaid work. However one can see how
for the double-earner households closer to MI level (whose household income is not higher than
10%, the MI cutoff) and with children aged less than 3 women may be encouraged to leave the
labour market. Given the lower level of education of these women, with respect to other women,
and the higher discontinuity in their working profile (Addabbo, 1999 and Bettio-Villa, 1999) the
probability that they will exit the labour market is particularly high. The introduction of MI,
together with the low level of wages (that they can enmjoy by working) and the improvement in
extended wefare that the household can enjoy if the mother left the labour market work (and
supplied more unpaid work), can therefore produce a discouraging labour supply effect for the
mother. In fact, their exit in presence of young children is very likdy to be definitive rather than
temporary. Probably, even if they had a continuous work profile their wages and career prospects
would not sensbly improve, and when re-entering the labour market they could not discount the
years they spent outsde the labour market. However, one should note that these women are more
likely to exit from the labour market forever once they exit for childrearing reasons (Bettio and
Villa, 1999) and therefore they are more subject D the risk of sociad excluson. The literature on the
fixed costs connected with working (Addabbo,1996) shows how the costs linked with the presence
of young children are higher when the individud is out of the labour market than when she is
employed. The former should look for care services and the costs of searching will add to the
money cods of the service itsdf. One can guess that the couples in this group of households will
follow the following steps:

» Women will exit the labour market in order to enjoy MI without having to work in the labour
market and by devoting more time to the care of ther children in a particularly delicate phase of
the family cycle (asis dso shown by the data.on unpaid work®)

» When ther child is older than 3 they might not return to the labour market since the cods of
market childcare could be too high, or because the labour market Stuation could discourage the
labour supply by a potential worker whose weskness in the labour market has been augmented
by her being out for three years.

In order to avoid the risk of socia exclusion the following policies could be adopted:

v Increase childcare availability a low codsts in order to reduce the problem of congtraints
connected to the high fixed costs which could discourage women from returning to pad
employment. This can be done dther directly (by increesng the avalability of full-time
public schools for children over 3) or by encouraging the provison of child care services
by non-profit inditutions and by arranging for low income families to use these services.

v Provide training programmes and help women to re-enter the labour market.

IHouseholds without children younger than 3 and where the coupleisnot employed|

In most of the households who are MI-digible, both partners are unemployed (Tab.1). If they
received MI their extended income would increase because of the cash transfer they would receive.
However, in order to enjoy MI at least one of the household’'s members in working age must join
training courses or must be available to accept ajob in caseit is offered.

8 Addabbo & Caiumi (1999).



In order to check whether any discouraging effect on the labour supply of one of the family
members could arise, one can smulate the impact on households welfare of the acceptance of a
job (we assume a full-time job in the service sector) by each one of the formerly non-employed
partners. Inthis case:

v" Money income would increase because of the employed partner’s earnings (which one can
evduate by multiplying the imputed wage obtaned by estimating a human capitd wage
equation with labour demand variables, by 37 hours, the average number of working hours
of people in this sample who are employed in the service sector)®. Where labour earnings
are not enough to reach the MI cutoff the amount necessary to bring the family income to
the MI level should be added to that income.

v' The assumption is made that the non-employed partner will subdtitute the unpaid work of
the employed partner by dso providing the necessary childcare. The amount of money costs
necessary to buy childcare services in the market is not deducted here from the household
welfare.

v' Extended income changes according to the unpaid work imputed by using the equations
esimated in Addabbo and Caiumi (1999)'° and by changing the characteristics of the
partners.t

Tab.7 shows the changes in money and extended income in the case where the woman accepted the
job proposal as white-collar in the Service Sector. As can be seen, in some cases the wife's
earnings do not even reach the Ml leve, and in this case a cash trandfer to the labour earnings had
to be added in order to reach the MI levedl.

Tab.7 — Changesin money income, unpaid work income and in extended income
If the wife worked as white-collar in the Service sector for 37 hours a week

Change in Qbs Wei ght Mean Std. Dev. M n Max

Money i ncone 57 39. 0518 3517. 184 3543. 015 0 14989. 36
Unpaid work inc.57 39. 0518 -4284.544 2562. 035 - 8850. 318 6902. 519
Ext ended i ncome 57 39. 0518 -767. 3595 4462. 466 - 8850. 316 13033. 38

As Tab.7 shows, the increase of money income is on average 3,517,184, but the loss in
welfare connected with the reduction in the wife's unpaid work reduction is 4,284,554, so the net
loss for this type of household if the wife accepted the job proposa would be 767,359 Itdian lire,
Thismay discourage the wife from accepting the job offer.

This rexult is connected with the low hourly wage of women bdonging to this group of
households and aso to the reduction in women's unpaid work.

These computations do not take account of the long run effects of women's decison to
work, assuming ether that there are only low returns of work experience on forward wages and on
the working career of women with a rdatively low levd of education (as in the case of women
belonging to this group of households) or a short-sghted behaviour that prevents them from
evauating the dynamic effects of their current choice.

If the husband entered the labour market while his wife continued to provide unpaid work,
the household’'s welfare would increase on average by 14,118,690 — this because money income
will on average increase more than in the case where the wife would have accepted the job proposa
and given that the reduction in unpaid work income is not as accentuated as in the previous case. If

% See Appendix for wage equations.
19 These equations are al so reported in the Appendix.
11 Only the values of the variables on each partner’ s characteristics will change, not the parameters of the model.
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one compares the welfare losses and gains connected to the choice regarding labour market
participation one can see how it would be more likdly that the husband will become employed.

Tab.8 — Changesin money income, unpaid work income and in extended income
If the husband worked as white-collar in the Service sector for 37 hours a week

Change in Qbs Wei ght Mean Std. Dev. M n Max
Money i ncone 57 39. 0518 15552. 32 22394. 3 0 110425.7
Unpaid work inc 57 39. 0518 -1433. 633 2728. 402 -11091. 6 307.011
Ext ended i ncome 57 39. 0518 14118. 69 19801.88 -421.8203 99837. 24

If to these evaduations based on the computations of money and extended income one aso
adds the loss in sdf-esteem by the unemployed husband that has been found by researchers
investigating the lower labour supply by the wives of unemployed men (Barére e d., 1985), it is
even more likdy that the intendty of the husband's job search will be higher than the wife's
propensity to supply her labour. On the one hand the employment choice made by the family on the
bass of the increase in the household's welfare may lead the husband to become employed, and on
the other hand the husband's job search may be encouraged by the public inditution, given that the
likely labour income will be further from the Ml levd and there will be no need for further cash
transfers.

In this case one should adopt policies to increase women's human cepitd dso to promote
the economic independence of family members (an am that is stated by the MI Decree Law itsdf).

[One-earner households without children younger than 3

Turning to one-earner households who are MI digible, if the wife accepted a job as white-collar
in the Services Sector, one may observe:

v An increase in money income by 5,404,220 lire if one disregards the money costs connected
to the care of the children in the households. However, unlike the case when both partners
were not employed, in this household group one must compute a money cost for care of
children below age 10, that we have imputed on the bass of 10,000 lire per hour for 37
hours a week if the family contains children from 3 to 5 years old, and on the bass of
10,000 Itdian lire per hour for 20 hours a week if the family contains children from 6 to 10
years old. We are assuming the use of a market service to substitute women's care instead
of the cogt of a public service by assuming that children under 6 b not attend a state school
and that the school for children over 6 is not full-time!? If one adso considers these costs,
the money income would decrease by 2,476,812 Itdian lire (Tab.10)

Unpaid work income evaluated at its opportunity cost will decrease by 6,075,152.

The net decrease in extended income totas 670,932 Itdian lire (if one excludes childcare
additiona costs, Tab.9) and 8,551,965 Itdian lire (if one dso condders the childcare money
costs, Tab.10).

AN

12 There are obviously alternatives to a market service, like family or states schools. However the data set did not
contain sufficient information to estimate the provision of childcare by other relatives, and as far as public childcareis
concerned, it must be borne in mind that the choice of private baby-sitting is consistent with the fact that when the job
offer arrives it may be difficult for the family to find a place for the child or to insert him/her in school. One should also
add the costs connected with childcare search. Moreover, we have assumed that the hourly cost of childcare would not
change with the number of children in the family.
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From these computations one can deduce a high discouraging effect on women's participation in
the labour market work in poor one-earner households, as a result of which women may ether not
engage in active job search or refuse ajob offer.

Tab.9 — Changesin money income, unpaid work income and in extended income
If the wife worked as white-collar in the Service sector for 37 hoursaweek, one-earner households,
not including additional child-car e costs

Change in Qbs Wei ght Mean Std. Dev. M n Max

Money income 21 18. 6066999 5404. 22 4472. 777 0 13965. 08
Unpaid work inc 21 18. 6066999 -6075. 152 1799. 864 -9650.775 -3317.772
Ext ended i ncome 21 18. 6066999 -670. 9323 3500. 853 -6410. 039 4314. 301

Tab.10 — Changesin money income, unpaid work income and in extended income
If the wife worked as white-collar in the Service sector for 37 hoursaweek, one-ear ner households
by including additional child-care costs

Change in bs Wei ght Mean Std. Dev. M n Max

noney i ncome 21 18. 6066999 -2476. 812 11022. 13 -19240 12562. 71
unpaid work inc 21 18. 6066999 -6075. 152 1799. 864 -9650.775 -3317.772
extended i ncome 21 18. 6066999 - 8551. 965 10868. 13 -25650. 04 4011. 926
childcare costs 21 18. 6066999 7881. 032 8861. 613 0 19240

Conclusions

The am of this paper is to show how, by consdering extended income, households can
change their labour market behaviour in the presence of public policies, with reference to a scheme
(currently in an experimental phase in Itay) to sudan the money income of the poorest
households.

The induson of unpad work in household wedfare highlights the potentid discouraging
effects on women's labour supply in very low income households (households that are potentialy
eigible for MI). By means of a computation based on the expected change in the household's
extended income, this paper shows how low income households might prefer the wife not to accept
a job offer or not to engage in job search. This can lead to a low take-up of MI or to continuing
socid excluson of women belonging to the poorest households, who are dready in a weak postion
as far as ther labour market work is concerned.® Short-sighted behaviour (which may lead to
neglecting the long run effects of the labour supply choice) together with low education leves
(which can reduce the possibility of being in jobs with good career prospects) may cause women to
exit from the labour market or not to accept MI if this involved accepting a job, and this can
increase their economic dependence either on the State or on their partners, with very bad effects in
cases of marriage breskdown.

Moreover, the andysis of the loss in unpaid work connected with the acceptance by women
of a job shows how a very low levels of household income women's unpaid work is particualy
needed to sustain the household' s standard of living.

13 Apart from social exclusion, one should also consider (Robeyns,1998) the implications on the link between

decisiona power and personal income in the family (Ott,1995 and Robeyns,1990) and the loss of social connections
and identity that might be entailed by exiting from the labour market (in this connection see Robeyns,1998).

14 On the effect of work experience on the work profile and on forward wages see Addabbo (1996). See Joshi & Davies
(1994) and Robeyns (1998) on the effects of a discontinuous work-profile in terms of the loss of potential wages and on
the low rightsin terms of retirement.
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The knowledge of the effect on individuds choices of family condraints should induce the
public officers entrusted with application of MI to pay particular atention to the tensons and needs
ingde the households who entered in the MI experimental phase, and to increase the incentives to
training of the weskest household members and to childcare provision.’® More information on the
long run effects of being out of the labour market should aso be provided.t®

The data on unpad work reved the high totd work load of women and the unequd
digribution of total work by gender ingde the family. In households who manage not to fdl into
poverty by means of paid work by both partners, women have to pay in terms of a high tota work
load and of the difficulties of finding affordable subgtitutes in the market for their inputs of time or
household production goods.

This anadyds deds with a very low income group of households, however the problem of
making choices with regard to labour market participation when there are young children or ederly
members requiring care in the household is adso present for women in households with higher
incomes, and particularly with average income and with members who ae not employee these
households are more likdy to be excluded from public services or included by paying high tariffs,
A subsequent extenson of this work will consider how access to childcare and ederly public care
sarvices would be changed by usng ISE and how the discouraging effect on women's labour
supply can be reduced by changing the parameters of the | SE equivalence scae.
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APPENDIX

Unpaid work by gender, type of work and days of the week *’
Tab. A.1- Equationson married women’s housework in different days of the week
(OLS —Dep. Var.: logarithm of housework hours)

. week-days saturdays sunday
variables - - -
coeff | t-ratio coeff | t-ratio coeff | t-ratio
constant 1,017 5,581 1,200 7,739 1,072 7,564
North West 0,092 2,193
South 0,053 1,408 0,053 1,423 0,079 1,917
wife's age 0,008 1,699 0,010 4,013
wife's education -0,019 -2,703 -0,006 -0,984 -0,020 -3,266
wife not labour force 0,806 5,593 0,139 1,747
wife part-time 0,283 4,053 0,068 0,964 -0,320 -1,636
wife self-employed -0,195 -2,337 -0,200 -1,994
wife managerial -0,248 -1,503
wife in Agriculture 0,670 4,24 0,237 2,030 0,190 2,573
wife in Service Sector 0,343 2,585 -0,197 -2,084
husband's age -0,004 -0,858 0,008 2,739
husband's education 0,016 2,766 -0,006 -1,145
husband not in labour force -0,063 -1,183 -0,049 -0,737 0,062 1,144
husband part-time 0,082 1,422 0,127 3,267 0,147 2,036
husband managerial -0,196 -1,582
husband Service Sector 0,037 0,926
children 0-2 years 0,083 1,283
children 15-17 years 0,051 1,070
children 18-24 years 0,077 1,753
children aged over 18 0,073 1,289
employee with low educ. 0,114 1,233 -0,132 -2,076
number of minority age children 0,079 4,005 0,051 2,049 0,053 2,298
number of majority age children 0,063 2,94 0,044 1,597

Wage Equations by gender

Tab. B1- Employment Probability (Heckman first step)

Women Men
Variables Coeff. Std.  t-ratio Coeff. Std. t-ratio
Error Error
Constant -5.177 0.538 -9621 -4.800 0.632 -7.599
Household’ sincome -0.001 0.002 -0625 -0.014 0.002 -8.248
age 0.238 0.028 8638  0.308 0.030 10.364
Age squared -0.003 0000 -909%5 -0004 0000 -11.927
Education 0134 0007 18407 0082 0.008 10.302
n.children aged lessthan 3 -0.343 0.088 -3905 0107 0.111 0.958
n.children aged from3to 5 -0.231 0.064 -3602 0019 0.080 0234
n.children 6-17 -0.183 0.036 -5136 -0141 0.038 -3.681
n.children 18-24 -0.157 0044  -3550 0.088 0.045 1951
Regional unempl.rate -0.049 0.006 -8735 -0.040 0.006 -6.601
Chronic disease -0.270 0.087 -3103 -0.119 0.034 -1.423
Partner not employed 0.156 0.106 1465 -0.159 0.170 -0.934

" Here we report only the results of estimation of housework equations for married women. Equations on different
types of unpaid work, by gender and by day of the week have been run by using Heckman'’s selection models in order
to impute total unpaid work. The complete set of equations run to impute unpaid work for men and women in our
sample are available on request, and can be found in Addabbo & Caiumi (1999).



Tab. B.2 —Wage equations:

Variables
Constant
Education level
Age

Age squared

Past work-experience
South East

South West

Centre

Heckman's lambda
Obs.

R?

second step, potential wage

Women
Coeff. Std.Err.  t-ratio
0504 0.470 1.072
0.084 0.009 9411
0.030 0.019 1.556

-0.000 0000  -0.982
0.064 0.019 3.373
-0.103 0.057 -1.812
-0.164 0.057 -2.855
-0.109 0.038 -2.880
0175 0.106 1.649
1290
0.27

Tab. B.3—Wageequations: (second Step Heckman’s selection model)

Variables

Constant

education

age

Age squared

South

Centre

Manager

White collar or teacher.
Professional
Self-employed
Collab.

Employer

agriculture

Building

Trade

Transports and Communications
Credit and Insurance
Other Service Sectors
Public Service
Heckman's lambda
Obs.

R

Women
Coeff. Sd.Er. t-ratio
1.039 0.449 2311
0.048 0.009 5427
0.023 0.018 1.267

-0.000 0000 -0513
-0.169 0046  -3.702
-0.103 0036  -2.863

0119 0.071 1681
0.178 0.044 4.079
0135 0.109 1233

-0.182 0.051 -3.560
0.317 0.330 0.960
-0.557 0.107 -5.202
0.046 0.075 0.610
-0.186 0.136 -1.369
-0.038 0.046 -0.822
0.122 0.129 0.947
-0.041 0.065 -0.635

0.014 0.04 0.261
0.146 0.044 3.346
0.082 0.100 0.823
1290
034

Coeff.
-0.237
0.072
0.089
-0.001
0.078
-0.152
-0.155
-0.043
0.449
2455
0.30

Coeff.
-0.324
0.053
0.106
-0.001
-0211
-0.056
0.246
0.100
-0.076
-0.187
-0.087
-0.137
-0.098
-0.076
-0.098
0.09
0.099
0.015
0.089
0.588
2455
037

Men
Std.Err.
0.302
0.003
0.014
0.000
0.011
0.026
0.029
0.023
0.073

Men
Std.Er.
0.332
0.004
0.016
0.000
0.025
0.024
0.038
0.028
0.056
0.029
0.256
0.047
0.043
0.035
0.031
0.043
0.039
0.056
0.026
0.080

t-ratio
-0.783
24.272
6.249
-6.042
6.824
-5.792
-5.287
-1.848
6.111

t-ratio
-0.976
14.108
6.813
-6.395
-8.555
-2.318
6.446
3.632
-1.351
-6.518
-0.338
-2.907
-2.289
-2.188
-3.157
2229
2540
0.264
3444
7.357
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