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Abstract

We examine the evolution of household equivalecbme for “cohorts of households”
over the last fifteen years, using Italian SHIWadathe descriptive and econometric
analysis reveals a deterioration in the economi@itmns of young cohorts due to the
poor performance of the economy and its adversztsfion white and blue collars, the
piecemeal deregulation of the labour market, penssystem reforms, and an
exceptional increase in house prices and rentsre@sing returns to education, the
reduction in household size, and the increase enntimber of income recipients are
also found to have significant effects.
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Introduction

Worries about the deterioration of the economicdations and prospects of young
adults in comparison with older cohorts are sumgubibty empirical evidence from
various countries on both individual wages and bhokl incomes. With respect to the
latter, a worsening situation for young cohorts haen documented for a number of
countries, mainly on the basis of LIS data (see &limg and Sullivan, 1998, and
Osberg, 2003). For ltaly, there are no recent studn household equivalent income by
cohort, but the evidence available suggests aideggon in the performance of the
young relatively to the old heads of household Bemndolini and D’Alessio, 2003;
Berloffa and Villa, 2007a).

Although household equivalent income depends onargel number of factors

(household composition, number of earners, realfenashcial capital, etc.), by far the

most important components are individual wages @ngénsions. Several studies
document a deterioration imdividual earningsfor young workers in a number of

countries (see Gosling, Machin and Meghir, 2000, thee UK; Beaudry and Green,

2000, and Grenier, 2003, for Canada; Fitzenbergak.,e2001, for Germany). For ltaly,

younger generations who entered the labour markd@990s have experienced lower
entry wages, lower wage growth along the life cyeled an increasing share of them
are in atypical employment (Biagi, 2003; Rosolid drrini, 2007).

Recent reforms of the pension system and the ewolof the housing market have also
negatively affected young cohorts in Italy. Sinbeitpension benefitsvill be entirely
based on a notional defined-contribution schemey #re required not only to have
longer career lengths and to retire at an older laggealso to save a larger share of their
current income in order to supplement their futpeasionsHousing pricesandrents
have increased markedly in the last fifteen ye@ss has given rise to an increase in
homeowner’s wealth, but also to higher costs ofshay services which are likely to
have a major impact on the younger households,ethnssearch of affordable
accommodation.

This paper intends to document the differencessactohorts of households in terms of
equivalent income for Italy. In Section 1 we disstise reasons for choosing cohorts of
households instead of cohorts of individuals asuiés of analysis. In Section 2, the
evolution of household equivalent income from 19892004 for five cohorts of
households is described. In Section 3 we documewnt labour market conditions,
social security rights and housing costs have tdtedifferent cohorts in the last fifteen
years. In Section 4 we use a regression analysigetsure the impact of specific factors
on the differences between and within cohorts.iSe& concludes.

1. The unit of analysis: cohorts of households

This paper explores differences in economic welidpacross cohorts of households in
Italy over the 1989-2004 period. The unit of analyis the household, and our main
measure of economic well-being is equivalent digptesincome, where total household
(disposable) income is adjusted for differencebansehold size by means of standard
equivalence scales.



In this paper, we are not interested in the degfarequality between persons; rather,
we want to assess trends in the economic conditbdgferent households, i.e. groups
of individuals who choose (or are forced) to sHasieg arrangements. The reason for
this choice is mainly related to Italy’'s demograptiends, and the difficulties faced by
the younger cohorts in the family formation prod¢esehe delay in marriage and
transition to parenthood, and the long permanehgeung adults in the parental home,
start with the cohorts born in the 1960s and thegome more pronounced later on. The
share of youngsters aged 20-30 cohabiting witlr fhaients was 54% in 1977, around
65% at the end of the 1980s, and peaked at 75%082 Banca d’ltalia, 2008, p. 8). On
the other hand, between 1977 and 1995, the nunilferusehold heads aged under 30,
already rather low, dropped from 8 to 5%, markdm#jow the proportions in other EU
countries (Spain 7.5%, France and Germany aroundJK315, the Netherlands 17,
Denmark 22, Sweden 25) (Brandolini d’Alessio, 2003183).

The emergence of a latest-late pattern of tramsitm adulthood is related to the
deterioration in the economic conditions of youagnilies. Brandolini and D’Alessio
(2003: 169) show that the situation for heads aisetold aged under 40 worsened
between 1977 and 1995, whilst it improved for heaged over 65. Testifying to the
economic difficulties in the family formation pra= for youngsters are the lower
labour incomes earned by young adults cohabitintp wieir parents compared with
those earned by heads of household of the sam@egdig. Al in the appendix).

Given the difficulties experienced by youngstergha family formation process, we
prefer not to attribute the household equivalenbme to all family members. Indeed,
attributing to the cohabiting adult children theame earned by their parents (assuming
an egalitarian intra-household distributibrepould veil the actual economic resources
available to thefh Hence we prefer to focus our analysis on the grofifamilies
already established. In order to describe the é&wenluof household economic
conditions over time, we group households accortintpe year of birth of the (male)
household head (grouping households into ten-yehort range$) This implies that
we attribute any positive income earned by adultdodn cohabiting with their parents
to the group of households’ heads. However, thdareshould keep in mind that we are
not interested in analysing individual inequalityt rather in describing differences in
the economic well-being of households. Thereforereaults should not be interpreted
in terms of differences across cohorts of individuaor across “selected” individuals
like household heads, but only in terms of diff@eshacross groups of households.

! As is well known, ltaly is one of the countriestive world with the highest expectancy rates, tiostm
marked ageing of the population, the lowest nundferhildren born and the lowest-low fertility (GCD
eds., 2007; Dalla Zuanna and Micheli, eds., 2084ey component of Italian lowest-low fertility the
long residence of young adults in their parentahés.

2 As shown by Haddad and Kanbur (1990), the assomptiat intrahousehold distribution is egalitarian
(implicit when equivalent income is obtained on basis of an equivalent scale) implies that theekeg

of inequality between persons is underestimatedlllthe indices generally used.

% Manacorda and Moretti (2006) show that a rise anepts’ income significantly raises the children’s
propensity to live at home.

* The choice of this criterion to identify cohort$ louseholds is motivated by the need to use a
characteristic that is as stable as possible owes. tTherefore, we assigned a male head wheneeer th
self-reported head was a female but had a malegraidnd we excluded those households in which the
head was a female and was not part of a couple.



It is clear from what has just been said that theme endogeneity problems in the
analysis of the relationship between equivalenbimne and the household structure. On
the one hand, access to employment and individuatime levels affect family
formation and reproductive decisions. On the oth@nd, the redistributive process
within the household may induce some of its membzremain inactive, unemployed
or in low-paid jobs. It should therefore be strels®at our focus is purely descriptive
and that our results, especially those in sectioshduld not be interpreted in terms of
causal relationships.

In what follows, we use data from the Survey of Blhold Income and Wealth
(SHIW), a nationally representative survey carioed by the Bank of Italy since 1965.
Data are taken from the Historical Archive and rdfethe period between 1989 and
2004, with two-year intervals except for 1995 to 1998 definition of household
income that we use is very broad, because it irdwidages and salaries, income from
self-employment, pensions, public and private fienss income from financial (net of
interest paid on mortgages) and non-financial assetd imputed rental income from
owner-occupied dwellings. All components are netlioéct taxes and social security
contributions. We obtain the real net householarme by using the Household final
consumption Expenditure Deflator (HED) available national accounts. To obtain
equivalent income, we use the OECD modified eqeive¢ scale, which assigns value
1 to the first adult, 0.5 to any other person a@ddor older, and 0.3 to any person
younger than 14.

We construct five cohorts according to the yeabigh of the (male) head: households
whose heads were born between 1921 and 1930 (wihiiche named cohort 1), 1931-

1940 (cohort 2), 1941-1950 (cohort 3), 1951-19ah¢ct 4), 1961-1970 (cohort 5); the
sample size of these groups is reported in tablenAthe Appendix. These cohorts of
households will be referred to hscohorts

2. The evolution of equivalent income for differentohorts of households

If we look at the entire distribution, the evolutiof household equivalent income in
Italy over the last fifteen years has been charaet@ by two main phases: the recession
of the early 1990s, in which all deciles excepttiiye one experienced real losses, and a
subsequent recovery, which was not enough to takdottom decile back to its 1989
level (see tab. 1). As shown by Boeri and Brandadl#004), different population
subgroups — e.g. defined by the labour market ijposidf the household’s head - have
been affected differently by these phenomena. ©@njecture is that the decomposition
by “cohorts of households”, as defined by the aighe household’s head, may reveal
significant differences in income dynamics acrossdeholds, with younger ones losing
ground to older ones.

Figure 1 shows the evolution of household equivalecome between 1989 and 2004
for the five cohorts of households defined in thevpus section. The first striking
feature is the different evolution of median incofoethe households whose head was
born in the 1940s (cohort 3) compared to all otharohorts their median income
increases by about 20%, whereas for all otlkeohortsit remained roughly stable (with

® We do not consider years prior to 1989 because thave been changes in the sample design of the
survey and in some characteristics recorded dntheidual level which we use in our analysis.



variations ranging from —6.5% for the oldest to +&%those whose head was born in
the 1950s). Thé-cohortsthat experienced the greatest losses during téiehialf of the
1990s are the youngest ones; they both recovereatds the end of the decade and at
the beginning of the new century, but this recowgag just enough to take them back
to the 1989 level. Indeed, if we plot the mediamieglent income of the various-
cohortsas a function of the head’s mean %gmsitive cohort effects can be clearly
identified only for the oldeh-cohorts whereas the younger ones have gained over the
previous cohorts only in the very last period o$@tvation.

Table 1. Changes in various percentiles of equivai¢ income distribution (%)

p10 p20 p25 p50 p75 p8so p90 Mean
1989-2004 -3.6 1.2 5.0 9.9* 8.8 9.1 13.0 11.6*
1989-1993 -16.3 -12.6 -104 -4.6* -2.5 -2.7 1.1 -4.7*
1993-2004 15.3 15.8 17.3 15.2* 11.5 12.2 11.7 17.1*

* statistically significant differences at 5% (cadnce intervals have been computed only for meah a
median).
Source: Authors’ calculations on data from the SHH (release 3.0).

Figure 1. Median real monthly equivalent householdncome by year (left, 1989=100) and by age
(right, euros at 2003), for various cohorts of housholds
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Notes: Cohorts are defined by the year of birtthef(male) household’s head.
Source: Authors’ calculations on data from the SHH (release 3.0).

The aim of the paper is to shed light on the phesranthat lie behind these differences.
Since changes in family size affect household esvpnavell-being, the first piece of
evidence we consider regards family compositiore bahaviour of equivalence scales
by cohort of households in the period 1989-2004rarsr the changes in households’
size (tab. 2): cohorts 5 and 4, with heads borrithen 1960s and 1950s, record an
increase in the mean equivalence scale (assoacidtiednarriage and childbirth), whilst
cohorts 1, 2 and 3 record a decrease (associatedwidren leaving home and death of
a spouse.

® This is defined as the difference between theesupear and a single year of birth for each coH®25
for cohort 1, 1935 for cohort 2, etc.



Table 2: Cohorts means of household equivalence $es, 1989-2004

cohort 1 cohort 2 cohort 3 cohort 4 cohort 5
(1921-30) (1931-40) (1941-50) (1951-60) (1961-70)

1989 1.86 2.27 2.25 1.89 1.69
1991 1.87 2.23 2.27 1.92 1.74
1993 1.79 2.19 231 2.02 1.75
1995 1.73 2.08 231 2.07 1.77
1998 1.59 1.90 2.24 2.11 1.80
2000 1.56 1.82 2.19 2.12 1.83
2002 1.56 1.77 2.12 2.16 1.82
2004 1.54 1.67 2.05 2.13 1.85

Note: Cohorts are defined by the year of birthhef household’s head.
Source: Authors’ calculations on data from the SHI (release 3.0).

The family size for different cohorts at the sange alecreased, as can be seen from
table 2 by comparing the scale for cohietf( in 1989-1991 with the one for cohaytn
2000-2002. This suggests thabeteris paribusthere should be positive cohort effects
for younger cohorts due to a reduction in famiesiThis effect is not evident in figure
1, implying that factors other than family compmsit must have played an important
role: different weights of various households’ im@ components across cohorts,
different numbers of income recipients, structatenges in the age-earnings profile of
different cohorts, or in pension benefits, etc. Sehéactors will be analysed in the next
section.

3. The evolution of different sources of income

Besides changes in family composition, trends i tiousehold equivalent income
depend on trends in the total family income, whishthe sum of all earned and
unearned incomes of each family member. Data onctmaposition of household
income by cohort of households in table 3 show tiefiort 1 relies mainly on pension
income in all years but the initial ones; cohorisZharacterised by the transition to
retirement, with the median share of labour incaam®ing from 82% to 0%, and that
of pension income from 0% to 68% over the yearsictamed. For the other cohorts the
main source of income is earnings, but whilst ctshdrand 5 have percentages that
remain between 80% and 90%, for cohort 3 the tliansio retirement starts in the late
1990s and the early years of the new millennium.

The share of non-financial capital income (i.eereed and imputed rents) ranges from
10% to 20%, with an increasing trend for all coBpwhich results in a larger share of
capital income for younger cohorts at the same dge.sum up, although the

composition of household income for the cohortssatered here is quite different, the
main sources of household income are earnings amdign benefits. In order to

understand differences across cohorts of householdsrms of trends in equivalent

income we now turn to trends in individual labondaransfer incomes.



Table 3: Median shares of various income componentsy cohort of households, 1989-2004

1989 1991 1993 1995 1998 2000 2002 2004
Cohort 1 (1921-30)
Labour income 0.14 0 0 0 0 0 0 0
Transfer income 0.51 0.62 0.66 0.71 0.71 0.74 0.740.74
Non-financial capital
income 0.14 0.14 0.16 0.17 0.18 0.19 0.19 0.22
Cohort 2 (1931-40)
Labour income 0.82 0.75 0.58 0.45 0.25 0 0 0
Transfer income 0 0 0.18 0.30 0.44 0.55 0.62 0.68
Non-financial capital
income 0.11 0.12 0.14 0.17 0.17 0.18 0.19 0.20
Cohort 3 (1941-50)
Labour income 0.86 0.84 0.79 0.77 0.74 0.71 0.67 550.
Transfer income 0 0 0 0 0 0 0 0.22
Non-financial capital
income 0.12 0.12 0.15 0.16 0.15 0.16 0.27 0.18
Cohort 4 (1951-60)
Labour income 0.90 0.88 0.85 0.81 0.81 0.83 0.82 810.
Non-financial capital
income 0.10 0.11 0.13 0.16 0.15 0.15 0.16 0.16
Cohort 5 (1961-70)
Labour income 0.93 0.86 0.86 0.83 0.83 0.81 0.82 830.
Non-financial capital
income 0.07 0.13 0.12 0.17 0.15 0.16 0.16 0.17

Notes: Cohorts are defined by the year of birtthefhousehold’s head. Median shares of transfeniec
for cohort 4 and 5 are 0 in all years.
Source: Authors’ calculations on data from the SHH (release 3.0).

3.1 Individual labour income

The distribution ofindividual labour income for male and female workers (empdsye
and self-employedl moved leftwards from 1989 to 2004, with a sigrdfit increase in
the share of people in the low part of the distidiu(see fig. 2). The latter is mainly the
result of the recession in the early 1990s, butd¢ldection in average labour income is a
phenomenon that persisted over the entire perialleT4 shows a significant reduction
for all percentiles of the distributions from 19892004, with the exception of the top
deciles. The bottom decile decreased by more th&hi8 15 years! The overall picture
does not change if we consider only employees @®&tavailable form the authors).

This poor performance of individual labour incomesdue partly to the moderate
growth of economic activity and productivity slowdo, and partly to the changes in
institutional arrangements. As far as wages areemed, the tripartite income policy
agreements of 1992 and 1993, which abolished thyge wadexation mechanismsdala

mobil® and reformed the collective bargaining systemalted the wage inflation spiral
and initiated a long period of wage moderation (Bidini et al, 2007). At the same

" We are aware of the measurement problems thaadiesise labour income of the self-employed, but
we include them in our analysis because of thesl@mportion that they represent in Italy. In aage;
the main trends illustrated in this section ardifferent if we restrict the sample to employees.

8 Contini and Trivellato (2005, p. 77) stress thiemlayed by collective bargaining in the widenivfy
wage differentials by age, which resulted in higreturns on work experience, to the advantage ddrol
workers. Empirical analyses (Borgarello and Devitii@002; Devicienti and Maida 2005) support this
interpretation.



time, a two-tier reform of the labour market waplemented. This affected mainly
new entrants, while sheltering the employment i@ighips of old incumbent workers,
and favoured remarkable growth in employment (sit2@5). However, as employment
growth combined with a slowdown in productivity gith, the outcome was a fall in
real wages (Tronti 2007).

Figure 2: Non-parametric density functions of indivdual monthly labour income for male and
female workers in 1989 and 2004employees and self-employed; euros at 2003 prices
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Note: The sample includes individuals of all agé®weceived a non-zero labour income in the year of
the survey.
Source: Authors’ calculations on data from the SHI (release 3.0).

Table 4: Percentiles of individual monthly labour ncome for male and female worker§employees
and self-employed; euros at 2003 prices for the fow; index number in other rows)

Males Females

pl0 p25 p50 p75 p90 pl0 p25 p50 p75 P90

1989 905.5 1131.8 1373.3 1810.9 2490/1 603.6 9055 11771433.7 17355
1989 100.0 100.0 100.0 100.0 100.p 100.0 100.0 100.0 .0100 100.0

1991 87.9 93.8 96.6 95.3 93.3 93.4 95.3 95.8 97.2
1993 52.7 81.9 94.2 95.3 95.7 49.4 67.1 88.6 95.6
1995 53.2 75.7 85.8 88.7 86.0 49.7 65.1 81.9 89.7

99.4
96.2
92.6

1998 54.3 82.5 89.5 86.8 86.8 48.8 70.5 83.5 89.1 88.9

2000 61.9 82.6 88.5 90.3 93.8 61.9 77.4 87.4 91.3
2002 66.0 83.0 90.2 94.3 102.9 70.8 75.5 87.1 93.0
2004 63.0 86.4 89.0 90.0 98.7 67.5 75.6 90.0 91.0 1

94.3
98.4
03.3

Source: Authors’ calculations on data from the SHI (release 3.0).

° A major regulatory change was the introductiod®84 of the work-and-training contracbftratto di
formazione e laww, CFL), a fixed-term contract with reduced sod@ahtributions, a lower entry wage
and no firing costs to be used for the hiring ofiyg unemployed persons. In 1991 some limitationgwe
imposed on the incentives attached to CFL, buteéhection in the diffusion of CFL has been morentha
off-set by the use of other forms of atypical emypbent contracts (fixed-term contracts, temporary
agency work, employer-coordinated freelance work).



In order to show how the general decline in lakooome affected different cohorts of
individuals, figure 3 plots the age profile of m&adiearnings for males born in the
1940s, 1950s and 1960s, as well as the differamtleei distribution of these earnings
for different cohorts at the same age. Althoughrabe period considered, median
earnings increased for the youngest cohort, rerdastable for those born in the 1950s
and decreased for those born in the 1940s, thetimegeohort effect for younger
cohorts is striking. The size of the effect forlbotales and females is reported in table
5: the reduction in the percentiles for youngerartshis between 7% and 30%, with a
somewhat lower loss for the top decile and quasfifemales born in the 19685.

Figure 3: Age profile of median monthly labour incane for male workers and its distribution for
different cohorts of individuals at the same agéemployees and self-employed; euros at 2003 prices)

Median by age for different cohorts
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Source: Authors’ calculations on data from the SHH (release 3.0).

In order to illustrate these differences bettebleaA2 in the Appendix presents some
information on the five cohorts considered herdiacbsize, educational levels, labour
market conditions at the time of entry into thedabmarket and in prime age, as well
as the main changes in the labour market regulagsyem. This information is not
meant to be exhaustive; its purpose is insteadkétcls the major differences across
cohorts in order to give insights into their spieciorking life experiences.

' The size of these cohort effects are very siniilee consider only employees (data are availabtenf
the authors). This result is supported by other igogh analyses (see Biagi, 2003, and Rosolia and
Torrini, 2007).



Table 5: Percentiles of monthly labour income for dferent cohorts of individuals at the same age
(employees and self employed; euros at 2003 prices)

Males Females
p10 p25 P50 p75 p90 p10 p25 p50 p75 p90

Age 45
born ‘40s 1056.4 1244.0 1526.0 1990.5 2786.7] 663.5 980.9 1207.3 1509.1 1857.8
born ‘50s  738.0 1121.7 1402.1 1799.4 2453.7| 467.4 841.3 1121.7 1402.1 1635.8
Gap (%) -30.1 -9.8 -8.1 -9.6 -11.9 -29.6 -14.2 -7.1 -7.1 -11.9
Age 35
born ‘50s  980.9 1194.3 1388.0 1725.1 2263.7| 664.0 947.8 1194.3 1459.7 1773.2
born‘60s  701.1 1028.2 1238.5 1495.6 2103.2] 446.5 701.1 1028.2 13741 16825
Gap(%) -28.5 -13.9 -10.8 -13.3 -7.1 -32.8 -26.0 -13.9 -5.9 -5.1

Source: Authors’ calculations on data from the SHI (release 3.0).

3.2 Household labour income

The reduction in earnings for younger cohorts dfividuals that we have just
documented, does not impher sea reduction in household equivalent labour income
because it may be compensated by an increase tmtbesupplied by the household to
the paid labour market (i.e. increase in the nundbexarners in the household) and/or
by a change in the household’s size.

Table 6 shows the evolution of household equival@nbur income between 1989 and
2004 for the two youngest-cohortsconsidered. In both cases there is a significant
reduction in all percentiles except the top deciteis interesting to note that this
reduction occurs notwithstanding a significant @ase in the proportion of households
with more than two earners within these tiv@ohorts(from 47 to 62% for cohort 4
and from 51 to 56% for cohort 5). This means thatihcrease in the time supplied by
the household to the labour market simply compewasé&tr the poor performance of
individual labour incomes and the increase in hbakksizé”.

As regards the difference betweéncohorts at the same age, table 7 shows the
proportion of households with various numbers ahees for different-cohortsat the
same age. There are no significant differencesdmtvweohort 4 and 5 at the age of 35:
in both cases around half are one-earner househaids the other half dual-earner
households, which testifies to the endurance ofmthé breadwinner family model in
Italy. But the comparison between cohort 4 and iatage of 45 shows a significantly
higher proportion of two-earner households for yoanger cohort; this effect is large
but not dramatic, reflecting the slow rise in feengbarticipation. Moreover, the
proportion of three-earner households is signifigaimgher for cohort 3 (their children
may be older and/or started to work when youngergared to cohort 4).

1 Note that the increase in the number of earnepdiésia reduction in the quantity of leisure enjbye
the household level, so that, if monetary income hat changed, household well-being may have
reduced significantly.



Table 6: Percentiles of equivalent labour incomeof different cohorts of households(euros at 2003 prices)
Cohort 4 (1951-60) Cohort 5 (1961-70)
pl0 p25 p50 p75 p90 pl0 p25 p50 p75 p90

1989 5749 7546 1056.4 1593.0 2012.2] 553.3 8049 1167.8 1572.0 2163.1
1989 100.0 100.0 100.0 100.0 100.0f 100.0 100.0 100.0 100.0 100.0
1991 87.9 91.6 99.8 94.4 93.0 102.8 91.6 90.9 100.5 98.2
1993 67.6 82.1 88.4 89.1 98.7 75.4 79.0 83.6 91.0 91.8
1995 58.2 74.4 79.7 78.5 85.8 64.5 75.4 79.5 92.8 88.5
1998 68.4 78.1 88.4 81.0 88.2 71.9 81.4 81.8 87.5 86.0
2000 69.7 84.0 88.5 84.8 92.9 78.8 81.3 85.3 90.6 83.5
2002 74.3 83.0 90.7 89.6 94.7 80.9 78.4 85.3 90.6 90.8
2004 68.0 82.1 93.9 86.4 101.3 83.3 78.5 86.1 95.1 98.0

Source: Authors’ calculations on data from the SHH (release 3.0).

Table 7: Household distribution by number of earnes and age of the head

n. Age 35 Age 45
earners| Cohort 5* Cohort 4** Cohort 4* Cohort 3**
0 1.50 1.05 1.34 1.18
1 47.23 49.16 40.83 44.92
2 51.04 49.27 52.47 44.89
3 0.16 0.46 4,16 7.57
4 0.00 0.08 1.11 1.39
100.00 100.00 100.00 100.00

Note: *: proportion in 2000. **; Average proportiaver the years 1989 and 1991. In this table we hav
considered only households in which couples arsgmte
Source: Authors’ calculations on data from the SHH (release 3.0).

We have already seen that equivalence scales arewsdwat lower for successive
cohorts However, this effect is not big enough to compgémdor the loss in individual
labour incomes, with the consequence that housetmldvalent labour income is on
average 8% lower for younghrcohorts with much larger losses for the bottom decile
(see tab. 8).

Table 8: Percentiles of equivalent household laboluncome for different cohorts of households at
the same agdeuros at 2003 prices)
pl0 p25 p50 p75 p90 mean

Age 45
born‘40s 521.3 707.7 995.2 1458.8 19679 1191.7
born '50s  400.6 634.3 9347 1350.2 1869.5 1091.3
Gap(%) -23.2  -104 -6.1 -7.4 -5.0 -8.4
Age 35
born‘50s 539.0 718.6 1056.4 1548.1 1976.2 1213.1
born ‘60s  435.9 654.3 995.7 14244 1807.2 1110.8
Gap(%) -19.1 -8.9 -5.7 -8.0 -8.6 -8.4
Source: Authors’ calculations on data from the SHH (release 3.0).

To sum up, the disappointing performance of indiaidlabour incomes in 1989-2004
hit younger cohorts more severely than older obesause they experienced not only a
significant drop in entry wages but also a slowage progression and an increasing
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precarisation of employment conditions. This meacteasing difficulties for these

cohorts in forming a family, and in having and nmagschildren. Indeed, for successive
cohorts, household size is lower (given the deatjrfertility rate) and average number
of earners within the family is higher (given theing female participation). But these
two effects are not big enough to compensate #®iddhs in individual labour incomes.
As a consequence, household equivalent labour iagsrabout eight percent lower for
younger cohorts of households.

3.3 Pension income

A completely different picture emerges if we lodklze evolution of pensions. Figure 4
shows a clear rightward shift of the distributidrir@ividual pension income from 1989
to 2004, for both males and females. As a reslilppaacentiles of these distributions
have increased, by between 10% and 30%, with tleeesaeption of the lowest quartile
for females (see tab. 9).

Figure 4: Non-parametric density functions of indivdual monthly pension income in 1989 and 2004
(euros at 2003 prices))

Females

Males

4000

Note: The sample includes individuals of all agé®weceived a non-zero pension income in the ykar o
the survey.
Source: Authors’ calculations on data from the SHI (release 3.0).

Table 9: Percentiles of individual monthly pensionincome (euros at 2003 prices for the first row;
index number in other rows)

Males Females
pl0 p25 p50 p75 p90 pl0 p25 p50 p75 p90
1989 4218 510.1 784.7 1079.0 1373.3] 343.3 4414 5395 7915 1016.2
1989 100.0 100.0 100.0 100.0 100.0f 100.0 100.0 100.0 100.0 100.0
1991 102.2 1015 1099 1039 106.8 98.6 97.7 959 100.6 103.2
1993 101.0 97.2 103.7 107.7 107.2 88.5 96.5 89.0 97.9 99.1
1995 90.1 96.2 1065 109.7 111.6/ 101.4 94.7 90.3 96.8 102.8
1998 106.0 112.7 1099 1125 116.3 93.8 98.4 96.9 96.9 108.2
2000 102.3 1191 1138 112.6 112.3] 106.2 96.4 101.4 103.6 107.6
2002 109.8 120.6 116.0 114.0 121.1] 113.2 1006 109.1 106.6 109.3
2004 1159 1350 1215 117.8 115.7] 123.4 102.7 117.8 109.8 1147

11



Note: The sample includes individuals of all agé®weceived a non-zero pension income in the ykar o
the survey.

Source: Authors’ calculations on data from the SHH (release 3.0).

Clearly, this pattern may be the result of a camstacrease in individual pensions over
time, or of higher pensions for successive cohoftse percentiles of individual

pensions for males born in the 1920s - which ateaffected by composition effects in
terms of successive retirement - are almost cohsteer time (see table A3 in the
Appendix). The shift in the distribution of penssotherefore seems due to higher
pensions of successive cohorts of retirees. Thisoifirmed if we consider the age
profile of median pension benefits for males and thfference between different
cohorts at the same d§eAs figure 5 and table 10 show, there are majeitjve cohort

effects for individual pensions: at 68 years of,agales born in the 1930s can rely on

individual pensions that are on average 16% highan those of males born in the
1920s.

Figure 5: Monthly pension income(males; age profile by cohort; euros at 2003 pjices

Median by age for different cohorts Age 68
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Source: Authors’ calculations on data from the SHI (release 3.0).

Table 10: Monthly pension income of different cohats of individuals at the same agémales; euros
at 2003 prices)

pl0 p25 p50 p75 p90 mean

Age 68
born ‘20s  429.1 516.8 852.3 1146.7 14722 918.3
born‘30s 5125 688.7 999.4 12715 1642.3 1066.4
Gap(%) 19.4 33.3 17.3 10.9 11.6 16.1
Source: Authors’ calculations on data from the SHH (release 3.0).

12 Obviously, we can use only those years in whianpasition effects are likely to be small (i.e. tads
which more than 50% of individuals are retired)r tmhort 3 we have shown only median pension

income for the latest years available, and we looihparison of different cohorts at the same agédo
two oldest cohorts.
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The reason for these differences can be tracedtbatie time when the Italian pension
system was constructed, and to the changes thatredcduring the 1960s and 1970s.
Construction of the public PAYGO (pay-as-you-gongen system started in the
second half of the 1950s, when individuals fromarbh had already been in the labour
market for 10-15 years, whereas individuals frorhatb 2 were just entering it. The
pension schemes for public and private employees fwequently changed in the 1960s
and early 1970s, the years of high economic growith the generosity of the system
almost invariably being increased especially faieocsorkers. These changes were seen
as a major achievement in guaranteeing pensionaghastandard of living (preserving
the standard of living enjoyed during active lif8).

Individuals from cohort 2 and many from cohort Ié&deen (or will be) able to enjoy
the full generosity of the pension system. Sin@rtlabour income is higher than that
of individuals belonging to previous cohorts, theémsions will also be higher. Even if
only 34% and 43% of individuals from cohort 3 weeéired in 2002 and 2004, the data
suggest that their pensions are significantly highan those for previous cohorts: at 58
years of age, pension benefits for males bornenl®40s were 19% higher than those
for males born in the 1930s. Moreover, the refoainthe pension system that occurred
in the 1990s (which will be described below) aféettndividuals from this cohort only
marginally. Therefore, it is reasonable to expbat median pensions for cohort 3 will
not be greatly different from what the data sugf@s2002 and 2004.

Major reform efforts were undertaken in the 1990®ider to stabilise public pension
expenditure and to control the future spending dyns* They modified three key
features of the pension system: (i) benefit contpartal rules (from earnings-related to
contributions-related schemes); (ii) indexatioresu{benefits are no longer indexed to
real wage growth); (iii) retirement age and eliliipi criteria (modified on actuarial
bases). As a result, pension reforms have reduxpéctations concerning the future
level of pension benefit: the replacement rate (he ratio between the first pension
benefit and last wage) has been redudcethd the changes introduced in the indexation
mechanism will reduce the dynamic of pension bésefiter retirement. However, the
implementation of the pension reforms is extremghadual, with a very long
transitional period. Individuals have been (will) &t to different degrees by the
pension reforms, mainly according to their senyoait the time of the 1995 reform, with
considerable implications in terms of pension bgsefor the cohorts that we
constructed.

All individuals from cohort 3, and most of thoserr cohort 4, entered the labour
market before 1977 (i.e. with at least 18 yearsaitributions at the end of 1995).

These workers are covered by the previous defimegft system, as amended by the
reforms. By contrast, workers from cohort 5 willheir have only a small share of their

'3 For more details on the Italian pension systemBregiavini (1999); Franco (2002); Brugiavini and
Galasso (2003).

 These include thémato reformin 1992, theDini reformin 1995, and th@rodi reformin 1997. For a
description of these reforms see Baldini, Mazzafemd Onofri (2002); Franco (2002); Brugiavini and
Galasso (2003). Another reform was enacted in 28@& Maroni-Tremonti reforry which raised the
retirement age and tightened the minimum eligipiléquirements for retirement in the transitioniqer

!5 Under the earnings-related scheme (pre-1992 réfarrepresentative employee, retiring at the age of
60 (with 37 years of contributions) was expectedhdaoe a replacement rate of around 75%; under the
contributions-related scheme (post-1995 reform)ddwme individual is expected to have a replacement
rate of around 58% (if an employee) and 35% (if-seiployed) (Baldini, Mazzaferro and Onofri 2002).
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future pensions computed on the old defined-bersefiteme (i.e. all entrants to the
labour market before 1996) or they will have pendienefits computed exclusively on
the new notional-defined contribution scheme @leentrants to the labour market after
1995). Therefore, these young workers will havewtark longer to earn adequate
pension rights. Moreover, they are required to Ipigir social contributions in order to
award generous pension benefits to older cohants tleey must earn enough to save a
larger share of their current labour income to $erpent their future meagre pension
benefits.

To sum up, the implications of the pension refordifer across cohorts. The
performance of pension income is good for old ctsh@n our analysis, cohorts 2 and
3), because they have maintained benefit-definedipes (earnings-related) and they
have enjoyed better earning age profiles with reispe older cohorts (cohort 1). For
younger cohorts (especially cohort 5 and futureoctsl), the pension reforms have
created significant drawbacks: in the current gkriadividuals and/or households are
required to save more (to secure decent pensiogfiteern old age); for the future,
pension incomes will be not only low (given the ®weplacement rate) but also
uncertain. Their contributions-defined pensionsl| vaé based exclusively on their
working life histories, and for a non-negligible mier, the work history will be
characterised by non-standard, unstable and lod-judis'® Moreover, as will be
shown in the next section, young cohorts also havace increasing costs of housing
services.

3.4 The role of housing rental costs

An important determinant of the evolution of houddhincome is rental income from
owner-occupied housing. Indeed, in Italy the vaajamty of households live in owner-
occupied housing, and only a low, and declininggrehof households live in rental
housing. The high proportion of households ownimgirtdwelling is the outcome of a
long-term trend recorded by census data: it wag%9n 1981, but 68% in 1991 and
71.4% in 2001. In the SHIW sample, in 2004 abo#6d all households owned the
house they lived in, and another 10% could stathénhouse without paying any rent
(usufruct or free use). In 1989, these percentages 63% and 8.5% respectively.

In the period considered here, the housing marketerwent significant changes.
Brandolini et al. (2004) report an increase in housing prices betwi#89 and 2000
which exceeded by 40% that of consumer priédsomisma (2005) documents that
mean prices of new housing increased by 70.4%amé#riod 1998-2004 (by 46.1% in
constant prices). Housing demand was boosted blyigiiemarket values of the housing
stock, the expectations of further price increasks, liberalisation of the mortgage
market, and the historically low interest rate eigeed in the last decade. The upward
trend in real property prices in the latest yeaas &lso related to the massive portfolio
reallocation of institutional investors since 20 housing quality upgrading. A lack
of housing policy (providing social rented housargl/or subsidies) resulted in a further

16 Recent studies suggest that the probability ofid@iaught in precarious and unstable jobs is on the
increase (see Barbieri and Sherer, 2005, and Bliah@bal, 2007).

7 According to recent estimates by Canretrial (2006), over the period 1962-1992 housing prices
increased by around two and half times more tharswmer prices; after a brief reduction during the

recession of 1992-93, housing prices have revéotedhew phase of steep growth since 2000.
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increase in the already large share of home owimersis well as in further price
increases.

Because movements in housing prices and rentekated, rents markedly increased as
well. In the SHIW sample, paid rents increased atasally: the median rose from
about 190 euros per month in 1989 (2003 pricesItmost 300 euros per month in
2004, with a percentage increase of 58%. A somewdhaer but still remarkable
increase can be observed for imputed r&htshich rose from about 350 euros per
month in 1989 (2003 prices) to about 500 euroD¥2 with an increase of 36%. Even
if we drop the latest year, for which the largdstrnge has been reported, the increase in
imputed rental income is still about 25%, far exteg the growth of other income
components.

The consequences of this phenomenon have beenltdwddm the one hand, the
difference between housing prices and rents hasdined (given the improvement in
financial conditions for loans), favouring home a@ship. On the other hand,
households not able to afford a mortgage (for exejmgwing to a lack of a standard
employment contract) face very high rents and aaeon in the supply of houses to
rent®® Clearly, these changes in the housing market taff@dgous cohorts in different
ways. First of all the percentage of tenant houksishbaving to face the cost of rental
housing is larger for youngdr-cohortsin any given year (see tab. 11), which implies
that in these cohorts a larger fraction of housghdlave been affected by the increase
in actual rents. Secondly, through time, the proporof households living in rental
housing has declined for all cohorts, but more asatbly for cohort 5, suggesting a
much faster transition towards ownership with resp® older cohorts. Finally,
although the percentage of households with rentecbramodation is lower for
successive cohorts at the same age, the magnitudets is generally higher.

Table 11: Households with rented house by coho(®o) and mean of actual rentgeuros per month
per household at 2003 prices)

% with rented house Mean of actual rents
Cohorts of households Cohorts of households
1 2 3 4 5 1 2 3 4 5

1989 16 24 28 39 48| 202.6 2282 2446 2342 2324
1991 17 20 25 32 33| 209.5 2231 241.8 2433 2614
1993 19 22 21 30 33| 201.1 2054 251.6 240.1 2442
1995 17 18 21 26 29| 209.9 211.7 239.3 2405 2624
1998 16 18 18 23 32| 2276 2733 291.0 2694 302.2
2000 16 13 16 23 29| 253.7 237.0 2789 3148 3154
2002 17 14 15 20 25| 2575 260.6 3127 3079 3237
2004 13 14 16 21 25| 2595 2382 3345 336.8 370.8
Source: Authors’ calculations on data from the SHI (release 3.0).

Figure 7 shows the consequences of these phencimetize evolution of equivalent
income net of housing rental costs (both imputed awctual rents) for different

8 SHIW data contain a specific question about honmrs! subjective evaluations of the rent that they
could obtain if they let the house. We use the &nswo this question as our measure of “imputetf.ren
%1n recent years, there has been an increase supgy of unrented properties, and the demantbfer
rents has gone largely unmet (Nomisma, 2005).
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cohorts?® The onlyh-cohortfor which equivalent income increased during tB8Qs is
again cohort 3 (with heads born in the 1940s)tticx cohort, median equivalent income
in 2004 was about 10% higher than in 1989, wheadlasther cohorts experienced a
significant decline in net income: around 4-5%dohort 2 and 4, 11% for cohort 5 and
16% for cohort 1. The age-income profile confirrhattthis evolution is reflected in
positive cohort effects only for the oldercohorts whereas the younger have gained
over the previous cohorts only in the very lastigeeiof observation. Note that, if we
discard year 1989 for the youngest cohort, the ghan net equivalent household
income between 1991 and 2004 is insignifiéant

Table 12 compares differences acrbsohortsat the same age of the head in terms of
gross and net (of actual and imputed housing restsis) equivalent income. In the
case of households whose head is 35 or 45, bo#s gznd net equivalent income is
lower for youngeth-cohorts but the difference is larger in the case of nebme (the
mean is 5% lower for gross income and 10% lowernfer income; differences are
similar for other percentiles). As regards theati#hces between cohort 2 and 3 at the
age of 55, table 12 shows that cohort 3 gainectimg of gross income (except the
bottom decile), but this gain disappears in terfnsed income. Thus, when comparing
equivalent incomaet of actual and imputed rents, the situation forcessiveh-cohorts

is worse than in the case of gross income.

To sum up, the housing market has undergone stgnifichanges that differently affect
young and old cohorts. Housing prices and rentse hanarkedly increased, while
household average disposable income have stagnidiedchanges that have occurred
in the last fifteen years in the housing markegietber with the liberalisation of the
mortgage market, have resulted in a further in@@ashe already large share of home
ownership, further limiting the supply of houses¢at. Increases in house prices have
led to an increase in homeowners’ wealth, but tieye also given rise to higher costs
of housing services, interest to be paid on loamsl rents. And the higher cost of
housing services has resulted in a greater (nepatiyact on the younger households,
those in search of an affordable house tenancy.

2 1f we consider the whole sample, the median ofskbold equivalent income net of both imputed and
actual rents remained unchanged over the time ghenasidered: the growth recorded after 1995 simply
took the income back to its 1989 level (see Bealafiid Villa, 2007b).

2 Since there may be problems of sample compositiothis cohort in 1989, in the econometric analysi
of the next section we exclude observations far yleiar-cohort pair.
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Figure 7: Median monthly equivalent household incora net of housing rental costs by year (left,
1989=100), and by age (right, euros at 2003), foasious cohorts of households
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Source: Authors’ calculations on data from the SHH (release 3.0).

Table 12: Equivalent household disposable income gss and net of actual and imputed rents:
various percentiles for different cohorts of houseblds and the same head'’s age.
Gross of housing costs Net of housing costs
p10 p50 p90 mean pl0 p50 p90 mean

Age 35

Cohort4  600.3 1230.6 2303.5 14148 501.9 1046.3 5689 1195.6

Cohort5  527.1 1200.5 2347.6 13449 395.0 940.9 817 1075.1
Gap(%) -12.2 -2.4 1.9 -4.9 -21.3 -10.1 -4.0 -10.1
Age 45

Cohort3  618.7 1221.2 2436.9 1438)5 513.1 1030.1 4220 1224.2

Cohort4  467.4 1165.0 23915 1363)5 365.8 935.3 3301 1106.0
Gap(%) -24.5 -4.6 -1.9 -5.2 -28.7 -9.2 -14 -9.7
Age 55

Cohort 2 617.4 1233.7 2297.0 1392)2 499.8 1048.4 1330 1181.8

Cohort3  559.0 1328.5 2474.8 1517)0 426.5 1070.6 4330 12284
Gap(%) -95 7.7 7.7 9.0 -14.7 2.1 15 3.9
Source: Authors’ calculations on data from the SHH (release 3.0).

4. Decomposing changes in household equivalent ime

In this section we investigate the factors affegtidifferences across cohorts of
households in the evolution of equivalent incomerawe last fifteen years, as well as
differences across cohorts at the same age of ¢ad. HTo this end, first we run a
regression of household equivalent income on aosetemographic and economic
variables. Because of the composition effects tharacterize the dependent variable,
we estimated a unique age profile for all cohowtbjch should capture the average
effect over different occupations of the head, labmarket participation within the
household, etc?’, and attribute shifts in this profile to educatmecific and
occupation-specific cohort effects, and other cleango occupation-specific time
effects. This last assumption is supported by thidemce that gains and losses of
economic growth over the period considered have lokstributed quite differently to
the different occupational categories.

2 |n what follows we use the term “occupation” tdlitate both the occupational status, i.e. workisg v
retired, and the occupational category, i.e. bhlacvs. self employed, etc.
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Table 13: OLS regression results with robust standa errors (dependent variable: logarithm of
household equivalent income)

Coeff t Coeff T

Constant 6.805 234 heduc2_cohl 0.339 22.17
age_coh 0.003 7.69 heduc2_coh2 0.288 21.62
1991 bc -0.033 -3.2 heduc2_coh3 0.162 15.05
1993 bc -0.083 -6.09 heduc2_coh4 0.105 11.59
1995-2004_bc -0.113 -10.82 heduc2_coh5 0.102 9
1991 wc -0.042 -3.83 heduc3 cohl 0.634 26.1
1995-2000_wc -0.084 -9.39 heduc3_coh2 0.533 21.91
2002-04_wc -0.126 -11.03 heduc3 coh3 0.368 20.63
1993 self -0.158 -7.61 heduc3_ coh4 0.331 19.48
1995 self -0.247 -11.62 heduc3_coh5 0.230 8.93
1998-2000_self -0.101 -6.19 sped2_coh12 0.200 15.72
2002_self -0.049 -2.31 sped2_coh3 0.151 13.63
1991 _man -0.042 -2.61 sped2_coh45 0.086 10.66
1993_man 0.111 5.18 sped3_coh12 0.310 12.4
1993-2002_un -0.412 -5.92 sped3_coh3 0.248 14.15
ret_coh2 0.089 10.82 sped3_coh45 0.169 12.04
ret_coh3 0.163 13.18 spw_coh12 0.250 17.68
bc_coh12 0.214 17.33 spw_coh3 0.286 32.03
bc_coh345 0.261 16.76 spw_coh45 0.367 51.78
wc_coh2 0.292 17.95 Noth_earners 0.292 63.21
wc_coh3 0.352 22.72 Noth_ret 0.196 41.74
wc_coh45 0.399 24.51 Ncomp -0.174 -52.94
man_coh2 0.383 16.74 Nchild 0.016 4.3
man_coh345 0.483 32.14 North 0.289 58.8
Unemp_coh?2 0.404 29.31 Centre 0.193 34.35
Unemp_coh3 -0.299 -3.7 Rent -0.294  -41.94
Unemp_coh45 -0.477 -6.52 Rent_1989-1991 0.100 10.15
self-emp -0.799 -11.71 Rent 2004 -0.046 -2.79
Number of obs 39717

F( 55, 39661) 849.17

Prob > F 0

R-squared 0.5922

Root MSE 0.39888

Since we could rely on a very large sample, weaeddny introducing a full set of year
and cohort dummies, each interacted with occupaktidnmmies, and then tested the
restriction that a subset of them are actually Z&fable 13 reports the final results of
the OLS regression (with robust standard errors)th&f logarithm of household

equivalent income on a polynomial in age, the axdgon of occupation with cohort and
year dummies, other covariates such as regionalndesy number of household

members and number of children, number of labour p@ensions income recipients

% Since some households have been interviewed for dwmore consecutive years, we assumed
independence across households but not acrossvatiees for the same household. Initial results are
available from the authors; the value of the F testhe joint restrictions that the interactionstigeen
occupation and year and cohort dummies not repantéable 13 can be set to zero, and that some othe
coefficients are equal, is F(50, 39611) =1.20, Wltorresponds to a P value of 0.15 (see the appéodi
details).
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(other than the head and the spouse), a dummiidgoresence of a working spouse and
for renting the house, and finally the interactioetween educational dummies and
cohort dummies for both the head and the spouse (fioore detailed description of the

variables see table A4 in the Appendfx)

In table 13, the base household is from cohort th wilow-educated retired head. As
can be observed, the interaction between year ecgpational dummies displays some
interesting patterd® The recession of the early 1990s mainly affediedseholds
whose head was a blue-collar and self-employedsetonlds with blue or white collar
heads experienced a constant loss in the secohdftlibk 1990s and the early years of
the new century (for the latter, the loss increaseer time). Instead, households with
self-employed heads experienced very large loseeshe early 1990s, but they
recovered quite quickly over the subsequent peaod,in 2004 they were back to the
initial levels. Households whose heads were masagqgrerienced a small loss in 1991
and a significant gain in 1993, but then theiraiton remained similar to that of the late
1980s. No time effect can be identified for houdeésavith retired heads.

We allowed for educational and occupational speabhort effects. As our previous

analysis suggested, cohort effects for householtls nstired heads are positive (9%
and 16% for cohort 2 and 3 respectively), wherbagyains of the youngest cohort over
the previous ones are generally negligible. Thg ootupational category for which we

do not observe cohort effects is self-employed setebir household equivalent income
is on average 40% higher than that of the referéocsehold. For unemployed workers
cohort effects are negative (i.e. the loss assettiatith unemployment is increasing

with the year of birth of the head).

With respect to education, it is interesting toenthtat “returns” to education are positive
but they decrease for younger cohorts: lldohortshave a 30% higher income if the
head has a secondary-school diploma, and 55-60%a foniversity degree; these
percentages reduce to 10% and 23-33% for cohoed45. A similar decreasing
pattern is associated with the educational levethef spouse, whereas the gain in
equivalent income if she participates in the labmarket is higher for younger cohorts.
Equivalent income increases if there are otherviddals with labour or pension
incomes (even if the size of the gain is differenthe two cases), and decreases with
household size. Finally, households in the nortlcemtre of the country may enjoy
higher incomes, whereas the income of those whotheir houses is 30% lower than
that of those who own them (note that at the baggof the 1990s the loss was only
20%, and that it increased to 34% in 2004).

Since the mean of equivalent income for each cotemtbe expressed as a weighted
sum of the mean of the regressors, we can decompesehange in the mean of
equivalent income both over time and across cohiotdschanges of specific regressors
and/or coefficients. It should be stressed thasghesults should not be interpreted as
expressing any causal relationship, but are onlyescriptive way to illustrate the

24 \We also estimated a more parsimonious specifisdtjointroducing a GDP index instead of the full se
of year dummies. A J-test between the two mod@Eates that the t-value of the prediction of tlDP
model” in the “year-dummies model” is 0.87, whergathe opposite case, the t-value becomes 12.85.
% In order to understand the results, it is necgssarbear in mind that, if the coefficient on some
occupation dummies is the same for various cohortsfor various years, this means that the
corresponding restrictions have been tested.
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magnitude and direction of change of the variowmmehts that affect households’
equivalent incomes as they are captured by the 1@g&ssion.

Let a cohort mean of the predicted equivalent ine@atntimet be:

n ~
yc,t =a+ Zﬂk,cxk,c,t
k=1

where n is the number of regressordi, 3 are parameter estimateg, ., is the
(weighted) mean of variable k for cohorat timet.

The first exercise is to decompose the changednrtban of equivalent income of each
cohort betweemnandt+k, as:

n ~
yc,t+k - yc,t = Zﬂk,c (Xk,c,t+k - Xk,c,t)
k=1

The second exercise is to decompose the chande iméan of equivalent income of
two different cohorts at the same age. tkandc2 denote two different cohorts; lel
be at a certain age at timeand letc2 be at the same age at titrg/ Then we have:

n . no .
yc2,t+y - ycl,t = Zﬂk,czxk,cZHy - Zﬂk,clxk,cl,t
k=1 k=1

Table 14 reports the results of the decompositioth® change in each cohort’'s mean
over time. In order to understand the results, sireild bear in mind that even if some
characteristics do not change over time at theviddal/household level (e.qg.

education), one can still observe a positive oratieg effect associated with these
variables because the sample composition may ch&sgendly, instead of presenting
the effect of each variable separately, we haveiggd some of them together and
report only the “aggregate” effect. For examplén¥” represents the sum of all the
interactions between year dummies and occupativarédbles, “occupation” the effect

of all the interactions between cohort and occupaili dummies, “number of income

recipients” includes the number of individuals widbour and pension income, etc.

Table 14: Decomposition of income differences in bort means over time
cohortl cohort2 cohort3 cohort4 cohort5

Age 3.1 3.1 3.1 3.1 3.0
Time 0.2 1.0 -2.7 -5.3 -3.7
Occupation -5.0 -13.6 -7.6 -0.9 -0.4
Head education 0.2 -0.1 -0.1 0.6 1.8
Spouse education -0.1 -0.4 -0.1 0.2 1.6
Spouse work -2.3 -5.4 -2.3 1.3 0.0
N. other income recipients -3.8 0.0 10.9 5.1 -0.1
Components 8.7 16.7 7.1 4.1 -7.1
Rented house -0.4 0.7 0.8 1.1 0.8
Region -0.9 -0.3 -0.3 0.9 -1.2
Total -0.3 1.9 8.9 2.0 -5.4
Actual -0.4 5.5 10.4 0.8 -0.1

Notes: Averages over 2000-2004 minus averagesl®&9-1993 (for cohort 5 only 91-93). For the
definition of the various effects, see the text.
Source: Authors’ calculations on data from the SHI (release 3.0).
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The way in which economic growth affected differemtcupational categories is
reflected in an average loss for cohorts 3, 4 grath8 negligible time effects for cohorts
1 and 2. The transition to retirement explainsrtegative effect of “occupation” for the
older cohorts, and especially for cohort 2, for ebhia large share of individuals
underwent this transition during the last fifteezags. Similar effects can be observed
for the labour market participation of the spouBelucation of both spouses has
negligible effects for older cohorts, but positiead quite sizeable effects for the
youngest cohort, because more educated individaats independent households later
in life and therefore enter the observed groupierlyears.

It is interesting to examine the size and sigrheféffects associated with the household
size and the number of other income recipients.tRkerolder cohorts, household size
decreases because children leave the house aaghgewith strong and positive effects
on household equivalent income, whereas for youwgéorts the effect is negative
because children are born and household size seseaver the period. This negative
effect is compensated by an increase in the nuwibether income recipients only for
cohort 4. The peculiarity of cohort 3 emerges qaiearly from the effects of these two
variables: household size decreases with posifiieets on household income, and at
the same time the average number of earners anchuhwer of pension income
recipients also increases with similar positiveef§®

Table 15: Decomposition of income differences acregohorts at the same age

coh2-cohl coh3-coh2 coh4-coh3 coh5-coh4

about 65-66  about 55-56 about 45-46 about 35-36
Age -0.2 -0.2 -0.2 0.4
Time -2.0 -4.1 -5.8 -6.0
Occupation 5.5 1.6 -1.5 -1.7
Spouse works 0.2 3.2 6.4 1.6
Head education 0.6 0.1 -0.4 -1.3
Spouse education 0.8 1.9 -0.6 0.8
N. other income recipients -0.3 -1.9 -2.9 -0.7
Components 1.2 2.2 31 21
Rented house -0.6 0.2 -0.8 -0.3
Region -0.5 0.1 -0.5 1.7
Total 4.8 3.0 -3.2 -34
Actual 5.2 7.0 -4.1 -0.4

Notes: Average over 1998 to 2004 for cohort (i+1)um average over 1989 to 1993 for cohort (i).hie t
last column we considered the average of cohoxtes 2000 to 2004 minus the average for cohort 4 ove
1991 to 1993.

Source: Authors’ calculations on data from the SHH (release 3.0).

Table 15 reports a decomposition of the differertmetsveen the various cohorts at the
same age averaged over the years for which datdapyé The variables that are
associated with larger differences across cohoet®ecupation-specific cohort and time

% Indeed, the average number of sons or daughtersated from 1.75 to 1.28, but at the same time the
average number of sons or daughters who work isece&rom 0.21 to 0.49. The share of households
with other earners (other than the head and thesg)dncreased from 18% to 44%; and the share of
households with other retired individuals (othearthhe head) increased from 11% to 16%.

%" Berloffa and Villa (2007b), report also the decasition for single years of age.
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effects, household size, and the number of incoewmpients, especially spouse
participation in the labour market.

Table 16: Household distribution by the occupationbstatus of the head for different cohorts at the
same ag€%)

35-36 45-46 55-56 65-66

cohort 5* cohort 4*4 cohort 4* cohort 3*} cohort 3* cohort 2*4 cohort 2* cohort 1**
Blue collar 37.3 32.7 30.3 31.8 16.9 22.( 3.3 2.4
White collar 22.0 29.1 26.6 25.7 17.4 12.6 1.9 2.4
Manager 5.9 8.6 8.6 11.8 6.6 7.9 1.2 15
Self-employed| 29.6 26.6 28.6 26.1 23.2 27.7 8.4 12.3
Unemployed 3.6 2.3 3.7 1.8 4.7 1.9 2.9 0.3
Retired 0.3 0.4 1.8 2.4 31.0 27.6 81.9 80.6

Notes: * Average of the proportions for 1998, 200002 and 2004.
** Average of the proportions for 1989, 1991, 1993.
Source: Authors’ calculations on data from the SHI (release 3.0).

Occupation-specific cohort effects are positive @der cohorts and negative for
younger ones. The main reason for this positiveipaton effect for cohort 2 vs. 1 is
the gain in terms of pension levels (which in tegression corresponds to a percentage
increase in household equivalent income of abouj, 99artly reduced by a larger
proportion of households with unemployed heads arndwer proportion with self-
employed heads (see table 16). The positive ocicupatfect for cohort 3 vs. 2 is again
due to a higher level of pensions, reduced by uaricomposition effects. Cohort 3 is
characterized by a larger share of households meiired and unemployed heads (i.e.
with lower “returns” compared to other occupationategories), and a lower share of
self-employed. Note that these changes in compasdie not big enough completely to
outweigh the positive effect of higher pensions.

Since the coefficients on the interaction betweamoct and occupational dummies are
similar for cohort 3, 4 and 5, the negative sigrfaefcupation” for cohort 4 vs. 3 and 5
vs. 4 is mainly due to a difference in sample cositmm. In comparison with cohort 3,
cohort 4 has a lower proportion of households wheossd is a manager, and a higher
share of self-employed and unemployed ones. Thativegeffect of these differences is
partly overcome by the larger fraction of whitelaod and the higher returns associated
with them. Cohort 5, instead, is formed of a largeportion of blue-collars and self-
employed heads, and a lower share of white-colad managers. Also in this case
there is a larger fraction of households with unkerygd heads. These composition
effects also explain why occupation-specific tinfile@s are negative in all cases, and
larger for younger cohorts.

Differences across cohorts are also affected bysdétmld size and the number of
income recipients. Since the former has diminissteadily over time, the equivalent
income of subsequent cohorts at the same age wavd increased by about 2-3%.
This positive effect is coupled with the positiv6feet of the increase in female
participation — especially for cohort 3 vs. 2 ands4 3 — but with the negative effect of
a reduction in the number of other income recigeBoth the share of households with
at least one labour income recipient other tharhtea or the spouse, and of those with
at least one pension income recipient other tharhdad are lower in cohort 3 than in
cohort 2, as well as in cohort 4 compared with cbBolt is worth noting that when the
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head was aged about 45, 11% of households in céhdrad at least one retired
individual other than the head, whereas this peéaggndecreased to 5% for cohort 4.

Other variables have minor effects: in particutae educational level of the head has
negative effects for younger cohorts (because ‘aghing returns” prevail over larger
shares of more educated heads), while educati@val lof the spouse has positive
effects for older cohorts, especially cohort 3 sand for the youngest. Renting the
home has generally negative effects for youngerodeh owing to the different
coefficients estimated for the initial years congghto the subsequent ones, implying a
larger loss from 1993 onwards. Had the proportibtenants remained the same, the
size of the effect would have been much larger.

To sum up, cohort 2 has gained over cohort 1 ims$esf household equivalent income.
The positive components of this gain are highersmenreturns, more educated heads
and lower household size. They have been partgebthy negative time-effects and a
reduction in the number of income recipients. Cbl3ohas also gained over cohort 2;
this positive cohort effect is the sum of highengien returns, smaller household size,
higher female education and participation. Agdnese gains have been partly offset by
negative time-effects and a reduction in the nundfencome recipients. Cohort 4 has
lost compared to cohort 3; this loss is the resuthe negative effects of time, head and
spouse education, and the number of income re¢gpidhe positive effects of smaller
household size and female participation have nethlenough to compensate for the
negative ones. Finally, cohort 5 has also lost @rexb with cohort 4, and the
composition of the loss is similar to the previame; in this case, the gain from female
participation is much lower, but is compensatea Ippsitive effect of spouse education
and regional composition.

5. Conclusions

In this paper we have documented a deterioratioth& economic conditions and
prospects of “young households” in comparison witter cohorts. We have considered
the effects of household size, labour market cambt (in terms of both earnings
profiles and participation), changes in social siguights, and housing costs.

Our analysis shows that monthhdividual labour incomaes lower for younger cohorts
of individuals, with a reduction that ranges frof %0 33% according to the age and
the percentile considered. This has meant incrgadifficulties for these cohorts in
forming families, and in having and raising childréndeed, household size is lower for
successive cohorts, but this effect — together Wighincrease in the number of earners
within the family — is not big enough to compendaiethe loss in individual earnings.
As a consequenchpusehold equivalent labour incongeabout eight percent lower for
younger cohorts of households.

At the same timeindividual pensionglisplay a completely different pattern. Retired
individuals from younger cohorts can rely on pensionuch higher than those of the
previous cohorts. But the reforms of the pensiostesy introduced in the 1990s will
completely reverse this trend in the future. Woskieorn after the mid-1960s will have
pension benefits computed exclusively on the newional-defined contribution
scheme, with the result that their pension incomds be not only low but also
uncertain.
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Young cohorts are also negatively affected by th@&nges that have characterised the
housing market in the last fifteen yeatdousing pricesand rents have markedly
increased; the liberalisation of the mortgage niaiked the lack of housing policy have
resulted in a further increase in the already lasbare of home ownership, further
limiting the supply of houses to rent. These chanpave led to an increase in
homeowner’s wealth, but also to higher costs ofsiriservices, interest to be paid on
loans, and rents. And the higher cost of housimgices results in a greater (negative)
impact on the younger households, those in sedrah affordable house tenancy.

Using a regression analysis, we have identified éffect of these elements on
household income. Cohort effects are positive aigdificant for households with
retired heads, whereas they depend on the occaphtiategory if the head is working,
but the gains of the youngdsicohortover the previous ones are generally negligible.
Furthermore, education-specific cohort effectsragative, whereas the gain associated
with the spouse’s participation is higher for yoangohorts. Finally, as regards time
effects, over the last fifteen years householdsiéady blue and white collars have
experienced a worsening of their economic conditiowhereas the opposite has
happened to households headed by self-employedigees) and retired individuals.

Using a decomposition exercise, we have showntkigaextraordinary performance of
households whose heads were born in the 1940stloegueriod considered is mainly
due to a reduction in the number of household mesnt@upled with an increase in the
number of income recipients. Since the transitmretirement of both the head and the
spouse has occurred only for a small proportiolmafseholds, its negative effect has
been less large than for previous cohorts. The pedormance of the two youngést
cohortsis mainly the result of the increase in houselsi@ as new children are born,
and the negative effect of economic growth on waitd blue collars.

With respect to differences acrdssohortsat the same age, households whose heads
were born in the 1930s and in the 1940s gained theepreceding cohorts because of
higher educational levels, female participation,aben household size, and higher
pension benefits. These gains were partly offsetnbgative time effects, and a
reduction in the number of income recipients. Hbosds whose heads were born in the
1950s and 1960s lost compared to the precedingrisohecause of the negative time
effect, a reduction in the “returns” to educatianarger share of heads in occupations
with lower returns, and a reduction in the numldfezarners other than the head and the
spouse. The positive effect of smaller househad and female participation, were not
enough to compensate for the loss.

The analysis presented in this paper describesdbieomic difficulties faced by young
generations which result from the joint occurrente/arious events, like institutional
changes to the labour market, the poor economiipeance of the economy and its
adverse effects on white and blue collars, the nées introduced for the pension
system, and an exceptional increase in house pagdsrents. Since our analysis is
purely descriptive, the first step for future rasbais clearly to explore the precise way
in which these events affect, or are the resulinofividual decisions. The low levels of
individual wages, the higher costs of housing, #m need to save a larger share of
income to ensure decent pension benefits for thedumply increasing difficulties in
the family formation process, as well as an inagaaghe number of earners needed to
provide a sufficient level of income within the saold. The consequences of these
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circumstances on marriages and fertility decisioms, the resources available for
children’s education and for public spending, all a® on the welfare costs associated
with less time for both leisure and caring remaifé¢ explored.
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APPENDIX

Fig. Al: Non-parametric density functions of individual monthly labour income for males born in
the 60s(heads of households and non-heads, selected peaos, at 2003 prices)
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Source: Authors’ calculations on data from the SHI (release 3.0).

Table Al: Sample size of different cohorts of houéelds by year
cohort1 cohort2 cohort3 cohort4 cohort5 Total

1989 1,219 1,615 1,646 1,339 363 6,182
1991 1,201 1,524 1,615 1,322 399 6,061
1993 1,117 1,407 1,504 1,340 556 5,924
1995 1,048 1,403 1,579 1,299 755 6,084
1998 741 1,119 1,491 1,342 825 5,518
2000 754 1,216 1,556 1,426 986 5,938
2002 737 1,212 1,441 1,355 990 5,735
2004 685 1,121 1,421 1,313 1,082 5,622
Total 7,502 10,617 12,253 10,736 5,956 47,064

Source: Authors’ calculations on data from the SHI (release 3.0).
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Table A2 - The five cohorts

Cohorts Entry into the labour market Prime age Labour market regulation
(14-29 years old) (30-49 yrs) and old age (50+)

Cohort1 |-IM thlf t19405 ?}”d e?rly 5%Sbthe labour | 1955.74: Until the mid-1960s, the innovations introduced edhat three major goals:

(1921-1930) mare? was charactersed by - very high economic growth (i) granting protection to the marginal and weaugrs of the labour force (L. 25/1955
underemployment, mass unemployment| _ high demographic growth . - - o > . .

representative| and large internal migration _ Jow (and decreasing) female app.renftlceshlp, L. 860/1950 granting specific mmm to working mothers; L. 7/1963
cohort: 1926 |- Entry into the labour market occurred at g participation 9 forbidding the lay-off of female employees at mage);

Cohort size | very early age (up until 1936, working life (i) ensuring a minimum standard of protection diremployees (L. 264/1949 on the

(MF, at the ags
of 56): 690,600

started at the age of 10)

- Fua (1976, p. 15) estimated that in 1936
specific activity rate was almost 30% for
men aged 10-14, and 87% for men aged
24

Large numbers experienced
tﬁ@ployment in the underground
economy (especially people employe
%@griculture and construction)

Employment{ERm):
cohort 1921 at 56 (in 1977): 80.6%

cohort 1926 at 56 (in 1982): 76.6%

regulation of public employment services; L. 7452 %n the possibility to apply to all
employees the conditions established in natiorlééative agreements);

?iii) repressing illegal and fraudulent forms of @isyment (including the possibility of
mediators in the recruitment of waged-labour, L64/2960).

Between 1957 and 1968: a very generous pensioansysts constructed as a public
unfunded PAYG (pay-as-you-go) system, the systepliegp(with some differences in
generosity) to private and public employees, a$ agethe self-employed

Cohort 2
(1931-1940)

representative
cohort: 1936

Cohort size
(MF, at the ags
of 46): 725,26(

- In the 1950s and early 60s labour marke
conditions improved, internal migration
continued and unemployment fell

- Education: low levels

- Entry into the labour market occurred at
early age (it was common to start workin
life at the age of 14)

Unemployment:
Av. U rate (1961-71): 4,7%

1965-84:

- high economic growth interrupted
the oil shocks of the 1970s

- unemployment starts to increase

ANlow and declining female

0 participation (up until the early
1970s)

Employment{(ERm):
cohort 1931 at 56 (in 1987): 72.3%

cohort 1936 at 56 (in 1992): 71.3%

The decade 1965-75 was characterised by the grpahsion of the degree of protect
bgranted by lawdgarantismo normativp

1969: pension benefits for private sector employgtated to be computed on the basi
earnings (final salaries).

1970: approval of the Workers’ Chart&tétuto dei LavoratoriL. 30/1970), a sort of
workers’ bill of rights establishing principles ftire protection of workers and union
activists in the workplace, as well as the regoiabf both industrial disputes and unio
organisation. Among other things, it regulatedvidlial and collective dismissals.

s of

Cohort 3
(1941-1950)
representative
cohort: 1946
Cohort size

(MF, at the age
of 36): 653,460

- In the 1960s and early 1970s the econor
kept growing

- The overall increase in labour demand w
greater than labour supply

- The majority entered active life by the ag
of 19. In 1964 the specific activity rate wa;
54% for men aged 14-19, and 75% for me,
aged 20-24 (Fua 1976, p. 17).

Unemployment:
Av. U rate (1971-81): 6,1%

ny975-94:

- slowdown in economic growth
gdunemployment on the increase

- increasing female participation

N falling birth rate (since the mid-70s)

sEmployment(ERm):
rcohort 1941 at 41 (in 1982): 97.0%
cohort 1946 at 41 (in 1987): 95.7%

cohort 1941 at 56 (in 1997): 57.1%
cohort 1946 at 56 (in 2002): 59.4%

In 1975, a year of severe recession and risingtiofi, two important interconfederal
agreements reinforced the degree of protectiontggany law. These two agreements
ensured some protection against the two new miajeats: inflation and collective
dismissals (and/or short-time redundancy).

(i) The first agreement modified the indexing sysie use ¢cala mobilg establishing
the full compensation in wages and salaries fareiases in the cost of living (establish
as a flat-sum, equal for all employees).

(ii) The second agreement (later incorporated it84/1975) was concerned with the
income maintenance for workers employed in firmerigis, with consequent problems
overmanning. In such situations, the ClGaésa Integrazione Guadagna national fund
by and large financed by the State, may intervermy workers made temporarily
redundant.

ed
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Cohort 4
(1951-1960)

representative
cohort: 1956

Cohort size
(MF, at the age
of 26): 777,477

In 1962 lower secondary education was m
compulsory (affecting cohorts born after
1952).

Educational level$M) in 1970/71:

34.6% students obtained the upper secon
diploma (at 19 yrs)

14.8% students enrolled at universities (at
19-25 yrs)

Unemployment:
Av. U rate (1981-91): 8,6%
Youth U rate around 1977: 18%

EmploymentERm):
cohort 1951 at 21 (1972): na

cohort 1956 at 21 (1977): 50.5%

dB85-2004:

- long expansionary cycle (1983-90)
followed by a very severe recessio
(1991-94) with over one million job

Halgsses

- moderate growth of real wage

- introduction of greater flexibility in
the use of labour

- increasing female participation

- low (and still falling) birth rate

Employment(ERm):
cohort 1951 at 31 (in 1982): 96.0%

cohort 1956 at 31 (in 1987): 91.9%

cohort 1951 at 41 (in 1992): 94.9%
cohort 1956 at 41 (in 1997): 91.4%

1984: in order to ease the entry of young work&Es29 yrs) into the labour market, CH
contract was introduced (D.L. 726/1984). Advantagegmployers of CFL (with respe
to open-ended contract): fixed-term, up to a maxinad 24v months; very generous
fiscal benefits; lower entry wage; possibility tioehthe worker directly, without going
through the ranking arranged by the “Ufficio di @®ahmento”.

1991: direct hiring was extended to all firms (2321991).
1991.: collective dismissals were made easier (B/2291).

1993: income policy agreement (tripartite agreefnent

(i) abolition of the wage indexing systestéla mobil¢ in use since 1956;

(i) reform of the national collective bargainingstem establishing a two-tier structure
industry-wide collective agreements set contraatuiaima with the objective of
maintaining the purchasing power of wages; comgaungt agreements grant
performance-related pay rises.

~+

Cohort 5
(1961-1970)

representative
cohort: 1966

Cohort size
(MF, at the ags
of 26): 954,437

Educational level$M) in 1980/81:

41% students obtained the upper second3
diploma (at 19 yrs)

20.5% students enrolled at universities (af
19-25 yrs)

Unemployment:

Av. U rate (1991-2000): 10.4%

Youth U rate (15-24 yrs) in 1985: 29.4%

Employment{ERm):
cohort 1961 at 21 (in 1982): 53.8%

cohort 1966 at 21 (in 1987): 47.2%

1995- ...

ryvery low economic growth, with hig
job creation

- deterioration in the quality of new
jobs (low labour productivity and
total factor productivity)

- wage moderation continues

- flexibility in the use of labour input
increased

- falling unemployment rate

- increasing female participation

- low (and steady) birth rate

Employment{(ERm):
cohort 1961 at 31 (in 1992): 89.9%

cohort 1966 at 31 (in 1997): 84.4%
cohort 1961 at 41 (in 2002): 92.3%

Pension reforms in the 1990s lead to a gradualfsbifh the defined-benefit scheme to
hnotional defined-contribution scheme. These refocreate a strong link between

contributions and benefits, reducing expected penisenefits and introducing incentives
to work longer. But they entail a very long traiwitperiod: they fully apply only to
workers entering employment after 1995. The oldéocts keep the right to retire early,
under the old rules. New measures introduced id 28i3e the retirement age (for the old
cohorts).

$.995: A special pension scheme is introduced fosatself-employed workers
characterised by a close and continuous relatitim avsingle company (co.co.co) (L.
335/1995)

1997: the so-called Pacchetto Treu (L. 196/199@phacted. Temporary agency work
(lavorointerinale) is introduced for the first time in Italy.

2001: the regulation of fixed-term contract is ified (legislative decree 368/2001). A
general principle for fixed-term contracts for ethployees is established on the basis
“technical, productive, organisational or subsieireasons”, art. 1, comma 1).

2003: the so-called Legge Biagi (L. 30/2003 andslagive decree 276/2003) is enacte
enlarging the spectrum of atypical contracts.

Ll

SourcesCohort sizeistat,Ricostruzione intercensuaria della popolazione, 229892 e 1992-200 vww.demo.istat.itGDP, GDP per head, unemployment r&eropean Economy
Autumn 2006; Youth unemployment rate, employmetd by age: Istat, LFS 1977-2Q03



Table A3: Percentiles of monthly pension incomémales born in the 1920s; euros at 2003 prices)

pl0 p25 p50 p75 p90 mean
1989 4414 5689 8421 1177.1 14714 9117
1989 100.0 100.0 100.0 100.0 100.0 100.0
1991 97.7 1016 1024 98.1 99.7 101.3
1993 97.2 90.8 101.2 97.4 100.1 100.7
1995 97.8 91.8 95.1 949 1041 99.6
1998 101.3 101.0 98.0 97.7 100.2 100.6
2000 99.1 96.1 93.8 96.8 99.1 90.1
2002 105.7 99.5 98.9 97.4 104.2 103.9
2004 1054 1024 99.1 99.0 108.0 104.0

Source: Authors’ calculations on data from the SHH (release 3.0).

Tab. A4: Description of the

variables used in theeggressions

age_coh
ret_coh2, ret_coh3

bc_cohl2

bc_coh345

wc_coh2, wc_coh3,
wc_coh45
man_coh2, man_coh345

unemp_coh2, unemp_coh
unemp_coh45
self-emp

1991 wc
1995-2000_wc
2002-04_wc

1991 bc, 1993 bc
1995-2004_bc

1991 man, 1993 man
1993 self, 1995_ self,
2002_self
1998-2000_self

1993-2002_un

Rent
Rent_1989-1991; rent_20(
Ncomp

Nchild

Noth_ret

Noth_earners
spw_coh12, spw_coh3,

spw_coh45

Cohorts’ age defined as year minus a sipgige of birth for each cohort (1925
for cohort 1, 1935 for cohort 2, etc.)

Households belonging to theifipgcohorts whose head is retired (dummy
variable)

All households from cohort 1 whose hsatkither retired nor self-employed,
and households belonging to cohort 2 whose headbise collar (dummy
variable).

Households belonging to cohort 3, 4whése head is a blue collar (dummy
variable).

Households belonging to the specified cohorts whwsad is a white collar
(dummy variable).

Households belonging to thefigd cohorts whose head is a manager (dummy
variable).

8,Households belonging to the specified cohorts winesal is unemployed

(dummy variable).

Households belonging to all cohorts whusad is selemployed or entreprene
(dummy variable).

Interaction between a dummy variable f@118nd a dummy variable for
households whose head is a white collar.

Interaction between a dummy variatime 995, 1998 and 2000 and a dummy
variable for households whose head is a white icolla

Interaction between a dummy variabl@92 and 2004 and a dummy variable
for households whose head is a white collar.

Interaction between a dummy vieria the specified years and a dummy
variable for households whose head is a blue collar

Interaction between a dummy variadfi@lf years after 1993 and a dummy
variable for households whose head is a blue collar

Interaction between a dummugbdarfor the specified years and a dummy
variable for households whose head is a manager.
Interaction between a dummy variable for the spatijears and a dummy
variable for households whose head is either seffteyed or entrepreneur.

Interaction between a dummy varifd1d 998 and 2000, and a dummy variable
for households whose head is either self-employeshtsepreneur.

Interaction between a dummy variai@lf years from 1993 to 2002, and a
dummy variable for households whose head is egtbiéremployed or
entrepreneur.

Households with rented accommodation (dummigalviz)
dinteraction between Rent and a dummy variableHerspecified years.
Number of household members
Number of sons or daughters aged under 15
Number of retired individuals in the hduslel (other than the head)
Number of earners in the househahgfahan the head and the spouse)

Households belonging to the specifieddslwhere the spouse is working.
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sped2_cohl12, sped2_coh3,Households belonging to the specified cohorts whiezespouse has a secondary
sped2_coh45 school diploma.

sped3_cohl12, sped3_coh3,Households belonging to the specified cohorts whiegespouse has a university
sped3_coh45 degree

heduc2_cohl, heduc2_coh2,
heduc2_coh3, heduc2_coh4Households belonging to the specified cohorts whiezéhead has a secondary
heduc2_coh5 school diploma.

heduc3_cohl, heduc3_coh2,
heduc3_coh3, heduc3_coh4iouseholds belonging to the specified cohorts whegehead has a university
heduc3_coh5 degree

North Households living in the north (dummy varighbl

Centre Households living in the centre (dummy \Heh
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