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1 INTRODUCTION

In Chapter 2, where the general context of thaabakconomy and society is described, Italy
emerges as an outstanding member of the most malizetd countries group, a democracy with a
high standard of legal rights, social safeguara&] anion protections. At the same time, Italy
retains its own significant historical and struedudifficulties: the South of the country (the
Mezzogiorno) the low levels of employment (especially for womend young adults), the broad
spectrum of the underground economy and of hiddbodr, are described; and finally, the more
recent trends are considered: wage moderatiorgrtheth of flexible and precarious employment,
rapid growth of immigration.

In Chapter 3 the basic characteristics of Italysrking conditions are analyzed in detail. In the
premise, the specific traits of the system of indalsrelations are delineated. A summary of the
features of the system of social protections, afjevaerformance, with relative differentials, of the
at risk of povertyareas in-work, follows.

The analysis of the labour market (also in ChaBjdras highlighted these critical points:

* notwithstanding the strong increase of the rateroployment in the last ten years, levels
remain low, especially because, despite the faatt ttie increase in employment levels is
mostly due to the increase in the female comporiemtale employment remains undersized
compared to other EU-15 nations;

» the increase in labour flexibility and precarioussie
» the quality of on the job working conditions.

The dynamics of immigration, of the undergroundresny and labour are examined; as are the
conditions of where poverty is most widespread, #énode of the areas at higher risk of poverty;
and, finally, the way in which all of these phenoraeare present in the South of Italy are
considered.

In chapter 4 we have analyzed how the differemments of employment and working conditions
influence each other and in chapter 5 we have dssame possible conclusions.

From the data examined, the overall picture is @ina country with many contradictions: despite
Italy’s status of industrial nation, and of a cdidsted democracy with an articulate and weighty
system of industrial relations, a specifiatfour questioty with significant disadvantages compared
to the rest of “old Europe” (EU-15) outstands.

The main aspects of these critical issues areealgtent: low salaries, the diffusion and increake o
precarious labour, the burden of irregular work ahtéhe underground economy, the condition of
immigrants, especially illegal ones, and the isstithe South, all concur to darken the picture. In
this framework, the specifics of female and youdglaemployment, and the import of schooling
levels in areas of social unease, are clearly ecel From the investigations of the quality of
work, Italian enterprises have shown themselvebetdardy in adopting the new forms of work
organization based on greater worker participati/gm work, on-going training, and job

enrichment and enlargement; as well as higher cdtesrk are evidenced.



2 THE ECONOMIC AND SOCIAL CONTEXT

Italy, according the most recent available figuffes the year 2006) is a country whose GDP per
capita ranks just behind the two other Western pea G-7 countries, France and Germany, and
just ahead of Singapore, Spain and Greece. Iltaiss a country with a history of “high intensity”
industrial relations. The social protection netser@s very distinct features: the health care is
organized mainly on a public, universal, patientstdree, tax financed scheme; the retirement
schemes are overwhelmingly public, financed by aocontribution with a trend toward the
unification between originally different sectors @ccupation-based funds; basic unemployment
handout schemes are rather weak; more substacti@mes are available for redundancies in
bigger firms or for unemployment spells in someaaec(Construction, Agriculture): families retain

a role in providing fundamental support for yoyepple and needy elders.

The legal base for the union representation syssetime Statuto dei lavorator{Workers Charteyr
passed in 1970and based on the following fundamental tenetsogeition of company union
representatives, legal safeguard, and protectmm tmfair dismissalfor all workers employed in
firms with more than 15 employees.

The post-war labour agreements had permitted tteeraatic index-linking of wages, and, at the end
of the 1960’s, had produced tlpunto unico di scala mobilehe “unified point” indexation
mechanism — all salaries of whatsoever sector acdpation were linked to this. When inflation
rose 1% thescala mobileéndex would also increase by 1 point. On the bakibe egalitarian logic
current in Italy at the time, thisas not a percentage point of the individual salafyach worker,
but the same value for all workels was also a mean for firms to cope with theta@ocial unrest
of the period. However, thecala mobileand its mechanism led to conflict in 1983/4 promgpta
series of revisions; the mechanism was mitigat@tgbrg the adjustments of the rate from three to
six months.

In July 23 1993 — after Confindustria and the othgsociations of employers renounced the then
current system ofscala mobile— a tripartite agreement (between the social pard the
government) was reached. It was defined by Gin@@juhe main architect of the 19Tharter,

as aconstituentagreement of the model for industrial relationdtaly, and it has supported and
governed industrial relations in Italy to date. Hggeement defined a model for industrial relations
centred ortripartite concerted actionbetween the central government and the soci#,pan the
primary objectives of the income policy: firstly, the level of national contract bargaining, whose
wage policy was based @tanned inflation on the national sector collective bargaining (gveur
years for the full national contract renewal; evemp years for salary rates only); on a ‘second’
level of bargaining, at company (or territory) levi® which the RSU (Rappresentanze Sindacali
Unitarie —Works councils) are entitled.

2.1 Structural gaps and more recent weaknesses in tladidn economy

The Italy of the ‘90 inherits from the past a sefé structural gaps which differentiate it fronmet
European countries, and which can indicate a sefiagitical points in the internal social and
labour conditions, and thus in the evaluation of DV@ur country.

The following stand out:

! http://unstats.un.org/unsd/demographic/productitsisinc-eco.htm.
2 Legge(law) 300.



» The profound divide between the North and the @emtn one side, and the Scutim the
other (within which significant differences are@jsresent), where all the critical points and
the elements of risk assume greater proportionis regpect to DW (see § 3.8): this is true
for the rates of activity, employment, unemploymegender divides, undeclared labour,
social and economic sectors controlled by organizede, etc;

* An activity and employment rate 8/9 points loweartithe EU-15 average (see § 3.4);

» Rates of female activity and employment which, nthtstanding the strong increase of the
last decade, remain firmly below the European aeréincluding part-time jobs, and
especially when compared to with the Scandinaviaa)a

» The existence of annderground econom{jor definitions see § 3.5) to a greater extenhtha
in other European economies;

« Productive specialisation in mature sectors witthhmanpower needs (especially exposed to
competition from cheap labour countries), prevdyeoperated by small and tiny industries,
characterized by low productivity rates and wages] by a reduced union protection (from
15 employees downward tl&tatuto dei lavoratoris not applicable).

Some of the more recent developments must be addbdse structural gaps in the economy: those
connected to the European unification and the icreatf the EuroZone, as well as those connected
to the globalization of the economy on the one hand to the deregulation of the labour market,
which has prevailed in industrialized countries tlo other,

It is also worth mentioning that the Italian pubdiebt soared during the ‘80s and by the beginning
of the next decade it was well above 100% of thePGapainst a European average of about 60%,
while national deficit was above 10%.

On top of these structural problems, between 183 the whole European economy underwent a
recession (its growth rate, which during the 198td been above that of the USA, now fell well
below). Italy was especially hit: in the year frd@92 to 1995 nearly 1.2 million of jobs were lost
over a total of about 23 millions.

As we will see (8 3.4.8), the deregulation of thiedur market has begun in the early 1990’s and has
been implemented more thoroughly between 1995 &0é,2especially following the 1997gge
Treuy and the 2003Legge 30or Legge Biagi(named after the two prominent promoters),
determined the growth of the fixed-term (temporgoys, especially with the younger workers and
with the newly hired. The percentage share of teamyoworkers (both employee and self
employed) on total employment is (2006) still belthve 12% threshold. But if we focus on young
peoples and young adult (15-29 yrs.) the figures quite different. the temporary workers
employment share is at about 28%. The differenh$oof temporary/fixed term jobs represents a
relevant share of the total employment. A significaumber of these young workers seem unable
to overcome thé&rap of precariousnesgonstituted by a subsequent number of short-temtracts,
quasi-subordinate (see § 3.4.8.1.6) jobs or sefffeyment which actually mask an evasion from
both the duties and the protections of long-ternpleyment.

® The South of Italy (Mezzogiorno) typified by thedevelopment gaps is an area encompassing thensegidAbruzzo,
Molise, Campania, Basilicata, Puglia, Calabriajl@i@and Sardegna. It is not really a homogeneaaa,and inside it
we can identify regions such as Abruzzo, whose graate place them closer to the central ones thdahe southern
ones.

* OECD Employment Outlook 2002



Table 1. Type of occupation by class of age. Yea006 (a)

Age Permanent Fixed-term Quasi Total Other self- Total
employees employees subordinate temporary employed

work (formally work

self-employed)
15-29 yrs. 57.7 23.9 4.4 28.3 14.1 100.0
30-39 yrs. 65.8 8.8 2.2 11.1 23.1 100.0
40-49 yrs. 67.6 6.3 1.2 7.5 24.9 100.0
50 and over 61.4 4.2 1.6 5.8 32.8 100.0
Total 63.9 9.7 2.2 11.8 24.3 100.0

(a) These figures are at a first sight somewhdedéht from other figures based on Eurostat datactin the present
Report, particularly regarding the share of fixextm employees on employees on younger employtesisoat 30%
against 40% of the other estimates. But in thegatlove younger class is wider (15-29 yrs.) thaatirer tables (15-
24 yrs.).

Source: calculation by the authors on data from Rapo sul mercato del lavoro 2006, CNEL, Roma, 2(0Gm
Italian ISTAT LFS micro data).

Policy makers have tried to correct the trend apiibas and opinions differ often radically, as is
normal in country like Italy which, since the 1980is governed through an, however much
imperfect, bipolar system, in which two coalitiorenfront each other. The centre right being more
oriented towards deregulation of the labour mapgdicies, and the centre left towards issues of
social protection. The same holds true for theaquarts, although on issues like the liberalizatio

of the economy from monopolies, or corporate ptotaecthe sides often shift.

2.2 Crisis and (partial) recovery of the Italian Econoynin the 1990’s

In the early 1990’s Italy had to face meeting thaastricht criteria to join the Eurdtaly, with its
conspicuous history of devaluations after the ehthe Bretton Woods era, was then one of the
European countries whose situation was farthestydwan Maastricht criteria. In 1992, public
deficit was up to 10.9% of the GDP, the stock oblmudebt up to 108.7% of the GDP, and the
inflation rate was 5,3% against the 3.2/3.5% ohEeaand Germany

Severe policies for the reduction of public spegdiand deflation were put in place. Public debt
and the balance of payments were so critical ttely Ihad to actually Monetary Union and

devaluate three times the Lira, bringing the exgearate with the Deutchmark from 700/1 to
1.100/1. To this must be added the recession whitdGurope in the 1990’s and which in Italy was
considered the gravest since after the War.

To meet the Maastricht criteria, Italy was among finst European countries to follow the road of
social agreementsand the tripartite agreement came into beingubiyn 28 1993.

® The five Maastricht criteria:
< inflation rate no more than 1.5 percentage poimgkdr than the 3 best-performing member stateh@fBU (based on
inflation);
« the ratio of the annual government deficit to grdsmestic product (GDP) not exceeding 3%;

* long term nominal interest rates that does not exkdegy more than 2 percentage points that of, at,ntios three best
performing Member States in terms of price stapilit

e the ratio of gross government debt to GDP not edicey 60% - even if the target cannot be achievesitd the specific
conditions, the ratio must have sufficiently dinsiméd and must be approaching the reference valieaiisfactory pace;

e joining the exchange-rate mechanism the Europeaneldry System (EMS) for 2 consecutive years artdhaging
devaluated the currency during the period.

® Banca d'ltalia, Relazione annualeAnno 1998, Roma 1999

" Fajertag e Pochet (EdSocial Pacts in EuropeEtui-Ose, Bruxelles, 1997; Pocheg pacts sociaux en Europe dans

les années 199@Gociologie du travail, Paris, 2/1998 ; Negrelli& social agreement to strengthen: shadows anddight
8



This became the institutional frame for industnalations and concerted action in Italy and,
notwithstanding the tensions and the difficultigsis still in place. Even as we write the social
partners have begun parleys to update the conalactodel laid down in July 1993.

In 1996 the Prodi Government accelerated the regopecess of the deficit so as to meet the
Maastricht criteria and bring Italy into the Eurag#ofrom its start-up. The Lira, from its 1995/6 low
(which had permitted a rapid growth of exportateomd profits for the industries) was revaluated
and in 1998 the lira/euro equivalence was set é¢sponding roughly to 900/1 Deutchmark).

The manoeuvre succeeded: public deficit fell beB8, inflation for several years was below 2%,
and close to the European average. Italy enteee&tino Zone from its start-up. But the costs were
not light, especially for the salaried workers.

2.2.1 The July 1993 Agreement and the wages moderation

The recovery of the Italian economy was based ms#ictive monetary policy; on the moderation
of wages guaranteed by the 1993 agreement; by lec pldbt reducing policy which, in the span of
7/8 years (from 1992 to 1996/8), cumulated somedteds of billions of Lire (equivalent to
hundreds of millions of euro); as well as on reducof social security spending with the 1995
reform of pensions.

The July 1993 agreement was based on a contrastsi@m in which national sector contracts are
renewed every two years for the pay issues, andy/dwar for the normative ones; for every two
year period, wage growth is basedmannedinflation (instead of on forecasted inflation,iaghe
majority of the European countries): discrepantiesveenplannedand real inflation would be
recouped in the following two years. The objectiv¢he agreement was clearly to aide, through the
tool of planned inflation, the deflation process of the Italianoeomy and yet to defend the
purchasing power of wages (the redistribution adbwgh in productivity were left mostly to
company bargainirigand in part to the national contracts).

Obviously, the effectiveness of the system strictgpended on the fact that the objectives of
plannedinflation be the genuine aims of the economicges of the governments, so that the real
rate of inflation would actually be close to thehed one. This was not always so. In the two
years 1995/96 the difference betwgeannedinflation rate and effective inflation was of 6ipis
(while between 1997 and 1999 effective inflatiortuadly fell below theplannedone); again,
between 2002 and 2004 the disparity between thefélWa further 4 points; for a comprehensive
total of 10 points difference. This disparity beemeplanned and effective inflation caused
industrial relations into a wage-price spiral toaeer the buying power lost in these periods; this
ended up absorbing even the productivity surplfdes was not the case in the second period,
which was of stagnation and decline in productjvisnd impeding any real possibility of their
redistribution.

What resulted was a wage moderation policy whicly partially defended the buying power of
salaries, and certainly did not permit a redistiidou of the productivity earnings achieved in that
period. Recently, the Governor of the Banca détaldr. Draghi, exposed the existence of a salary
problem in our country.

of the Italian concerted actigrn "Trade unions’ relations in Italy”, Report 189995, CESOS, 1998; D’Aloia G. and
Olini G. Italy Report, in Collective bargaining Ra, ETUI, several years, Bruxelles;

8 The contracting system considered a second ldvehrmgaining as well as the national level (se8.8): this second
level of company bargaining (or territorial bargag for the smaller enterprises) in which workeesild bargain for
quotas of salary to be connected to company pedbcey and to the models of work organization. Egeeement
aimed not at the introduction of automatic mechasisinking company performance and wages, butéddhging of
programmes that had raised productivity and quéipur as their objectives.

9



3 TRENDS IN WORKING AND EMPLOYMENT CONDITIONS

3.1 The model for Union representation and for indusatirelations

As previously mentioned, Italy is a country witthigh density of industrial relations and contract
bargaining.

The law in Italy which regulates union represeptais again the “Workers Charter” (Law no. 300
of 1970). Apart from recognising and protecting freedom of individual and collective union
membership at work, and from assuring workers ptme against individual dismissals for
unjustified cause, the law also provides for imaottrights on union activity for work councils, at
the company level, which benefit from specific rsges. The law assures these union and workers
rights for enterprises with more than 15 employ&asce the tripartitessocial pact,signed in July
1993, the work councils named by the law are tRappresentanze Sindacali Unitdrie RSU
(Unitary Works Council§) The Charter of 1970 includes an essential nomn 28) aimed at
making the entire system of union rights in theeguise effective by repressing any eventual anti-
union behaviour by the employer.

After Confindustria withdrew, in 1991, from the amtatic system of wage/inflation index-linking
(thescala mobilg, the tripartite agreement of July 1993 (also los hasis of the agreement reached
in 2002) redefined the whole picture of industrelhtions, as well as the contractual model.

The new model for industrial relations provided for

» a first degree of tripartite concerted action be&mveovernment and social parts on the
primary objectives of the income policy (inflatioates, income performance — both for
subordinate employment and for other incomes, bauats, ecc.). One of the cardinal
points of the income policy was — as already maeetib-planned inflation inflation was to
be defined concertedly, and was to be the targall aicomes, from price and tariff control
to wages, and also set the priorities for the maficeconomic polices. This tripartite
concerted action was later extended to the localteritorial, level by means of the
‘territorial agreements’ and dfargained planning provided for by the 199&hristmas
agreement

» full, comprehensive, renewal, of all national cants, every four years; and an intermediate
re-bargaining, every two years, in which only selmand wages are re-discussed. Planned
inflation was the reference point to determine wpggormance. If there emerged, at the
end of each two-year interval, a disparity betw#enratesof plannedandreal inflation,
this would have to be recovered in the followingotyear period; one of the primary
objectives of national bargaining was to defendphechasing power of salaries (however, a
distribution of productivity earnings at this lewehs provided for);

» asecond degree of bargaining, to take place apaoynlevel, at the heart of which was the
creation of the so called ‘result bonuses’, througiich company level bargaining was to be
connected to compamerformance a sort ofgain sharingor profit sharing although the
agreement provided for broader discussion and stateting of “company strategies”
aimed at realizing those performance objectives.nkatters such as, wages, working time,

® On November 4th 1997, legislative decree n. 396,union representation and collective bargainingpirlic

employment, was passed: With this act the Goverhmeknowledged a large part of the content of thmtdeol on

public employment which the confederate unions tiredgovernment had signed on march 12. Decreerg8&luced
numerous and important novelties in the system rddru relations in public employment, among whicle tiegal

provision for the creation of unitary and electorganisms for personnel representation (RUP),entbrk places, with
universal suffrage and a proportional represematigstem, without the controversial clause thatmesd a third of the
RSU to the oo.ss. that had signed the CCNL.
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training, union rights, only contents for their impement can be bargained at the
decentralised level, according to the principlea)to-ordination, b) derogatiom“melius
only for the workers.

The 15 years in which the Protocol was applied gasesto a model-system of industrial relations
which has been also defined aetentralized centralizatidn

Concerted action has involved not so much, and, drdygaining policies, but the sum total of the
social policies. The 1995, 1997, and 2007 reforith® pension system have been agreed on by
both government and unions (and the 2007 one leasotisent of the entrepreneurs as well).

The 12/22/1998 agreement, also known as @t&istmas pact despite the fact that it already took
into account some of the inherent difficultiesndnetheless proposed the most ambitious program
yet for the implementing of concerted action: itswggned by 32 organizations of the social parts,
and saw the participation and involvement of thealoinstitutions. This novel, four-sided,
configuration of concerted action innovates onttaditional tripartite and industrialist structuré

the classic neo-corporative model. Moreover, itpadd the principle of subsidiarity as set out by
the European council, and, througbatgained planningand “territorial agreements” it extended
the tripartite model of concerted action to thealdevel. The time for concerted action, however,
was over: the Berlusconi government, elected irl2@8termined its end.

At the same time, in those sectors (Agriculturengauctions, Tourism) and areas (Craftmanship)
where seasonal employment and/or small firms eregbent, a territorial level of bargaining and of
union representation, for enterprises with 15 sslemployees, is provided for (in Craftmanship
they are called “basin” representatives).

There are also some SMEs and the retail sectaeatne contracts that indicate a lower threshold
(8 employees in textile; 10 for the metal workefm)the right to elect workers representatives at
the workplace and/or hold assemblies in the enta&pin Italy employers’ associations and trade
unions have established some bipartite bodies pilateral) for small firms in the craft sector, or
in sectors with a high rate of irregular work andhitity (hotels and catering, retail, construction,
farming), which, at local level, provide for socdihlogue, territorial pacts and welfare schethes

National coverage of this second level of bargangestimated to be almost 100% of workers in
the public sector, which has a legal obligation%66f workers in companies with more than 50
employees in the business sector (private sectprcudture excluded); and 40% of workers in
companies with more than 10 employees in the sau®rs For micro-enterprise craft sectors,
territorial bargaining coverage is estimated to f%mployees.

As in all industrialized countries, Italy too hasea a decline in unionisation, especially among
active working populatiof.

Italy, nevertheless, maintains a comparatively mn@dhigh rate of unionisation, where 33% of the
active subordinate worker population is subscriteettade unions (with approximately 12 million
workers/pensioners subscribed to Cgil, Cisl and’Uthly is by far the first in Europe with regard
to trade union membership; although, nearly 50%hefoverall membership are retired workers). In
the last years, an encouraging counter tendencyeeasded, with membership rising also among
the active working population, and not only amoetyed workers.

9 Bouquin S., Leonardi S., Moore Employee representation and voice in small and omediize enterprises - the
SMALL projectin "Trasfer", n. 1/2007

M visser J. (2006)Jnion membership statistics in 24 countris®nthly Labor Review. January.

12 Union pluralism, in Italy, is based on the threajon associations (CGIL, CISL, UIL) and on othegamizations,
some of which have a general nature, like the thust mentioned, while others represent specifitas (public
executives, certain public sectors, education) atw others yet that represent the hard-liners.
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One of the other most recent and important achiemesnof the lItalian trade union movement
concern the representation of atypical workers:pary workers through job-placement agencies
and «quasi-subordinate» workers. They're organaad represented by their own unions (since
1998: Nidil-Cgil; Alai-Cisl and Apo-Uil), and takeart in collective bargaining along with the

unions of the stable employees.

The model for union organization is based on irggnslemocratic relationship between unions,
RSU and workers. Collective agreements (both aomalt and at company level) are subject
referendum approval. This is true for the centrglattite agreements as well. The July 2007
agreement, was voted on by more than 5 million [gedpetween subordinate employees, retired
workers, and those unemployed, and was a approyaddrge majority.

3.1.1 Norms on salary integration and collective dismitsa

The norm in Italy which absorbs EC Directives oisisrand collective dismissals is mainly law 223
of 1991. Its provisions include a comprehensive &feregulations for companies faced with

temporary crises, industrial restructuring and fstaftbacks. It outlines strict union rights on

information and consultation, in favour of the eglive representation of workers, companies
and/or sectors. For example, the employer has dpert precise procedural duties if industrial
restructuring is to be undertaken: timely inforroatiprocedures, requirement of consultation and
joint examination, adoption of objective criteria the choice of personnel. The law also provides
for the attribution of salary integration (the salled “Earnings Integration Fund”) in the case of
temporary restructuring, lasting a maximum of 3@the over a five-year period, or unemployment
benefit for workers on ‘mobility’, awaiting the @@ment on another job (see § 3.2.3).

Workers employed in small companies cannot berfeditn union rights to information and
consultation nor, perhaps even more serious, seabort mechanisms which soften the blow of
job redundancy.

3.1.2 Participative models

The structure of industrial relations and colleetivargaining is characterized by a participative
model. We have seen how both the July 2003 andulye2007 tripartite agreements were based on
concerted action between the social parts and tivergment on the fundamental issues of the
economic policy, especially wages and welfare. tBet fabric of the whole contractual system is
participative. Since the 1970’s, the right to imf@tion, in respect to the national contract for the
sector, was provided for, both at national levalj & the individual enterprises (especially foe th
larger ones, and at local level for the smallerspnand also in respect to the important trendb®f
economy, employment, and labour conditions. Ini®@0'’s, partially inspired by the German joint-
management model, this participative logic expréstself in the creation (once again: at all leyels
national sector, enterprise, and local) of jointr@assions, Committees, and Observatories, with
representatives from the enterprises, the laboiomgnand the RSUs, on the most diverse matters:
from labour organization to placements and trainiingm working environment and security to
trends and perspectives of labour and enterpridéth regard to training, since the July 1993
agreement, the parts agreed to entrusBifmartite Bodie¥, instituted by the social parts (and
financed with the enterprises and the workers dmutions) the assignment of promoting the
development otontinuous or on-going training-ollowing the tripartitdcabour Agreemen{Patto

per il Lavorg of 1996, with the legislations solicited by thecal parts (Law 196/1997, and the
financial act of 2001), four, joint, inter-professal, Funds for on-going training were created (one
for each of the major sectors of the economy: itrguagriculture, services, and craftsmen).

13 In truth, in some sectors characterized by a peeca of small enterprises and/or by seasonal jebsh as
constructions or tourism, bilateral bodies betwdenparts, for the joint management of both difflesalary quotas and
for assistance and training, had existed sinc&#46€/70’s.

12



3.2 The Model and the Tools for Social Protection
3.2.1 The pension system

The ltalian pension system is essentially basedhenstronghold of compulsory state pension
contributions; it is a public system, tied to wadricome, and other retirement fund options are
extremely limited. Indeed, the state-funded flatoant social security benefits, aimed at the
redistribution of income to guarantee the minimuandard of life level, are limited to low-income
senior citizens; while, notwithstanding the fisaatentives, and the awaited developments for the
use of the retirement bonuses to this end, privat&jntary and occupational, retirement funds
represent a minimal quota.

The relative regulations were radically modified ttwg Dini reform (Law 335/1995), and by its
subsequent modifications, which introduced the rdoutory method, raised the age of retirement
and the minimum payment, introduced the price-imgpof benefits (and only partially for the
higher pensions), tied the benefits to the growitthe nominal GDP and to life expectancy. The old
retributive (or mixed) system, remains in forcetba basis of the number of years worked at the
moment of the reform, while the reform is appliedfull only to those who entered the labour
market from 1996 on.

Compulsory public social security is now organizesi a contributory plan defined as notional
(NDC), that is: a system in which the workers’ pa&ays are registered in personal accounts
(existent only on paper), to which an interest,ragel to the growth of the nominal GDP, is applied
At the moment of retirement, these are transforiméal benefits using an actuarial formula that
takes life expectancy into account. This assinsléite pension to a financial investment earning an
average rate of interest equal to the average groaté of the GDP. The capital and the earnings
depend on the payments made (be they worker orogeptues), on the growth of the GDP, and
on life expectancy. The incentive to postpone eetent till age 65 is implicit in the strict acturi
connection between the amount of payments madehantlow of benefits paid out. In effect, the
adjustment of the rate of pension returns to IKpeetancy required a specific agreement between
the government and the social parts which was meamhed, not even in the July 2007 agreement.

Notwithstanding the fact that the legal age ofrestient (so calledld age retirementis 65 for men
and 60 for women, early retirement pensions (stea@aleniority retirementrequire 35 years of
payments, and an age of at least 57, or 39 yeapayhents (40 from 2008). More favourable
conditions are provided for: workers who began rtleaireers early, strenuous jobs, and those
affected by company crises. Benefits are calculatethe basis of the sum total of payments made
on the work income, during the entire course ofdaeeer, to date in measure of 33% of the gross
amount (9.19% due by the employee and 23.81% dukébgmployer), using variable coefficients
according to the age of retirement.

Payments are imputed during periods of sicknesgemmty, military service, unemployment,
redundancy and mobility. Minimum pension (equa€t5699.82 euro a year) holders, over 70 years
of age, benefit from a supplement; or sometimes exa&lier according to the duration of the
payments and the degree of invalidism. Benefitspai@e-indexed, but the adjustment is complete
only for those pensions less than double the mimmwhile it is of 90% for those pensions
between two and three times the minimum one, an@d5et for pensions above three time the
minimum one. Pensions paid-out are taxed accoririge normal fiscal laws, but are not subject
to social contributions.

According to the EU analysis, adequacy of beneditfine: living standards of older people are
close to average (95% of people aged 0-64), indgualincome distribution is lower than among

the overall population, the risk of poverty is bliy lower than for the age group 0-64 (but sharp
regional differences still persist, with poverty @my older people concentrated in the South).
Current workers, on average earnings, retiringSatfier 40 years of contributions, expect a net
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replacement rate of 78% from the statutory scheméhk first year, thereafter decreasing because
of the index-linking of pensions to prices and twtvages. Since the actual average is 32 years of
contributions, many workers suffer lower replacemeaties; moreover, reforms will lead to a
progressive decline in the replacement rate, fr@&% %oday to 64% in 2050, even sharper for
shorter career and self-employed workers. Despige unfavourable demographic trends, such
reforms improved sustainability of public old-ageesding, which are expected to increase only
marginally, from 14.2% of GDP in 2004 to 14.7% iQ58, significantly slower than the EU
average and major countries.

Because the stabilizing of the relationship betwegpenditure and GDP is the result of the sharp
drop in the rates of replacement, the effects ballfelt by those workers, especially young adults,
that experience discontinuous careers, subjectacapous and temporary contracts. They will be
damaged by the lack of mechanisms to compensatpeioods of unemployment or of reduced
contributions, as the connection of the benefithhe sum total of the payments made makes it
hard to recover possible moments of want in thearaiboth early on and later. Consequently, the
central problem we risk over the next years is sotmuch financial sustainability, as the
inadequacy of the social security benefits forytbeng generations, and for discontinuous workers.
This could anyway cause an increase in public edipene in terms of supplements needing to be
paid out to an elderly population insufficientlyoprded with adequate pensions.

To overcome problems of international comparahilitys useful to jointly compare expenditure, at
the net of retirement bonuses, with benefits feaiiism, old-age, surviving relatives (IVS — Total
Invalidity, old age and survival pensions) and upklyment®. The Italian expenditure for IVS and
unemployment is equal to 16%, and is in line with European average, and lower compared to
France, Germany and especially Sweden (where pen$mo invalidism amount to almost 5% of
the GDP), and only in Spain, whose social secwxyenditure appears as yet backward, does the
total not rise over 13%. If we disaggregate theadar Italy, invalidism reads lower than average
(1.5%), old-age pensions read in the average (1lab6%e net of the retirement bonus), while
surviving relatives read above the average of afmerocountry (2.5%), and unemployment is
extremely limited (0.5%).

Table 2. Public social expenditure by function intie major countries (% of the 2004 GDP)

Country Invalidism Old age pensions | Surviving relatives Umaployment Total
France 1,7 10,9 1,9 2,3 16,8
Germany 2,2 12,0 0,4 2,4 17,0
Italy 15 115* 2,5 0,5 16,0 *
United Kingdom 2,4 10,7 0,9 0,7 14,7
Spain 15 7,9 0,6 2,5 12,5
Sweden 4,7 12,0 0,7 2,0 19,4

(*) Note: Retirement bonuses excluded, equal téolofithe GDP
Source: Pizzuti [2007: tab. 2.2, p. 73].

3.2.2 The Social protection system.

Unlike the EU-15 average, expenses for social ptiote in its entirety have risen in Italy, in the

years between 1995 and 2005, more than the GDRethNeless, the incidence of the total expenses
remain below the European average. The most dyndemt is that of health care and sickness
benefits: nevertheless, the incidence of this @GP still remains below the European average.
The incidence of the expense for old-age pensi®résb on the rise, along the lines of the EU-15

14 pizzuti F.R.,Rapporto sullo stato sociale 2007. Tra pubblicoriggio, tra universalismo e selettivitdorino; Utet
Universita, 2007
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trend. In this last case, however, the incidencéherGDP is of almost 2 points above the European
average.

Table 3. Social protection benefits by functionsn % of the GDP

1995| 1996| 1997 1998 1999 2000 2001 2002 2003 20045 2
0 All functions 26.5 | 26.8| 26.4| 26.0 259 25.8 26/0 .26 26.7 | 26.6| 26.7
A} Sickness/Health care 7.2 7.1 6.9 6.9 70 7.0 7123 175 7.5 7.7
S - Invalidity 22 |22 (22| 21| 21| 21| 21 22 21 210121
5 2 Old age 10.6| 10.8§ 10.8 10,/ 10|7 10.8 10.8 10.89 100.9| 11.0
- £ |Survivors 1.2 | 1.3 | 13| 12| 12| 1.2 1.7 1.2 1p 1]2.2 1]
S 3 Family/Children 21 | 22| 22| 22| 21 231 21 21 221 |22
8‘ © Unemployment 22| 22| 20| 18 18 16 1y 1j7 187 1.1.7
o Housing 06 | 0.6 | 06| 0.6 0.6/ 0.5 g 05 O0b 05 06
Social exclusion n.e.c. 0.4) 0.4 04 04 04 04 0064 (04 [ 04| 03
All functions 23.2 | 23.4| 24.1| 23.7 239 23.8 24/0 .£24249 | 25.1| 25.5
Sickness/Health care 54, 54 56 5. 56 6|0 632 66.2 6.6 6.8
Invalidity 16 |17 |16 | 15| 15| 14| 14 15 1% 1515
- Old age 12.2| 12.2 127 126 12|7 125 124 12.69 122.8| 12.9
S Survivors 25 | 26| 27| 26| 27 25 25 25 2b 2|55 2
- Family/Children 0.7 | 0.8 08| 0.9 09 09 1.( 10 1M1 |11
Unemployment 07| 07| 06| 06/ 05 04 04 04 055 Q.05
Housing 0.0 | 00| 00| 0.0f 0.0 0.0 o0.q 0.0 0D o000 00
Social exclusion n.e.c. 0.0/ 0.0 o0u.d 00 Op 00 001 |01 |00 /| 00

Source: calculation by the authors on EUROSTATsitelnlata.

The growth of Family/Children benefits is also oh® import, an incidence however which only
reaches half of the European average. PensionsSdovivors are stable (but tally twice the
European average), as are those for invalidity €loim percentage the GDP). The Housing and
Social exclusion items are, to all effects, absanttaly, while they do have an, albeit limited,
impact on the EU-15 countries. Last but not lea#tough the incidence of unemployment benefits
is only one third that of the European averagbag nonetheless followed the decreasing trend of
all the EU-15 countries.
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Table 4. Welfare receipts by sector of origin andyipe in % of the GDP

1995| 1996| 1997| 1998| 1999| 2000| 2001| 2002| 2003| 2004| 2005
Total receipts 28.4 28.7 28/4 281 28.3 2B.4 2885228.7| 28.7 28.7
Total receipts excl. imputed contribution 25.7 262b.2| 25.9| 26.1] 26.1 260 263 26.6 26.7 26.8

_ | Secial contribution 18.2118.3|18.0|17.2|17.2|17.3|17.1|17.0|17.2|17.0 | 16.9

_g Employers' social contribution 11.1)11.2) 112.0 10.8 108 11]0 11.0 11.1 11.1 11101

£ | Actual employers' social contribution 8% 88 88.68/86 |87 | 87| 89| 9.0 9.0 9.

3 Imputed employers' social contribution 2Y 28 2|22 |22 |23)| 23| 22| 21 20 19

L‘;’, Social contribution paid by the protected

. | persons 70 (71 | 70| 65| 6.4 63 61 59 6.0 6,0 6|0

_5 Social contribution paid by the employees : : : : : :

5 Social contribution paid by the sef-

c employed :

§ Social contribution paid by pensioners gnd

S other protected persons :

o General government contributions 9.1 (9.3 (9.3 |9.8 |[10.1/10.1/10.2|10.6|10.6|10.8|10.9
Earmarked taxes 04 (05 05| 09| 09| 10 121 11 11 10 11
General revenue 87 (88 88| 89| 91| 91 91 9% 95 98 9|8
Other receipts 11 |11 |11 10| 1.0/ 10 1d 09 09 o0p o0l9
Total receipts 247 25.0 252 250 256 2b.5 256.0225.7| 26.7 26.8
Total receipts excl. imputed contribution| 22.3 | 23.9| 24.2 24.0 246 24|5 246 252 249 25@1Pp
Social contribution 16.7 [17.0/17.2|14.9|14.8|14.7 |14.7|14.8|15.0[14.9|15.3
Employers' social contribution 12)4 12,7 129 1M112.1] 109 109 10.8 114 11j0 112
Actual employers' social contribution 10,0 11.6 91110.1| 10.0f 10.0 9.9/ 10/1 10{3 10.2 10.4
Imputed employers' social contribution 24 14 1ja0 |10 |10)| 10| 08| 0.8 08 0.7
Social contribution paid by the protected
persons 43 143 | 43| 3.7| 38| 3.8 38 39 39 39 41

%‘ Social contribution paid by the employees 2|5 2.6.6 225 |24 | 24| 24| 25| 24 24 24

= Social contribution paid by the sejf-
employed 17 |16 | 15| 12| 13| 14 13 14 14 15 1i6
Social contribution paid by pensioners and
other protected persons 0.1 01| 0.0 00| 0.00 00 0.0 00 0/ OO
General government contributions 7.4 |73 |7.4 |95 |10.0(10.4|10.5/10.8/10.3|11.4(11.1
Earmarked taxes 00/ 00 00 00O OD 0O/ 00 0.0 0@ |0.0
General revenue 74, 73 74 95 10.0 104 105 10(B3|11.4| 11.1
Other receipts 06 (06 | 06| 06| 0.8/ 04 05 0% 04 04 04

Source: calculation by the authors on EUROSTATsitelnlata.

The incidence of welfare receipts is obviously caensurate with the incidence of benefits,
especially if we disaggregate imputed social cbotion® from the total. After the 1997/98

reform'®, and the increase of General government contribsitidre structure of the ltalian welfare
financing system is closer to the average Europeen A difference still remains in the incidence

5 Imputed Social Contributions. Social contributicare imputed when employers provide social bendiigsnselves
directly to their employees, former employees qretlants out of their own resources without invajvan insurance
enterprise or autonomous pension fund, and witboeating a special fund or segregated reservehtoptirpose; the
imputed contributions are equal in value to the amaf social contributions that would be neededdoure the de
facto entitlements to the social benefits they audate. (http://stats.oecd.org/glossary).

16 Reform which introduced IRARriposta Regionale sulle Attivita Produttive, RegidRroductive Activity Ta)x a net
value added tax, and to the elimination of soméattax burdens, firstly the contribution to theiinaal health system.
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of Social contribution paid by protected personkjci in Italy is almost two points under the
European average (§ 4.4).

The July 1997 tripartite agreement introduced $icgnt innovations in these matters (see § 4.4.1).
3.2.3 Legislative tools for the protection of the unempked.

As we have seen, compared to the other Europearlsmddte Italian social protection system is
somewhat unbalanced in favour of pensions: experadifor protection from the risks of

unemployment represents only 0.5% of the GDP, coetpéo an average of 2-2.5% in other
European countries.

The Italian system is essentially based on thrsgtutions: Unemployment benefits (ordinary and
with low requirements, with some provisions foriagiture and constructions, the two traditionally
most seasonal sectors); tBassa Integrazione Guadagfitarnings Integration Fund, both ordinary
and extraordinary) which guarantees financial supipocases of temporary suspension from work
(due to market crises or company restructuringd; iobility benefits, which give financial support
in case of irreversible company crises which emosi jobs.

3.2.3.1 Ordinary Unemployment Benefit:

is due to those workers who, in the previous twargehave both been insured by fMpasd have a
minimum of 52 weekly contributions, that have bders or suspended by companies hit by
temporary events (lack of work, of commissions,stdnding orders, market crisis, etc.). It is
payable for 180 days; the amount is equal to 40%@6alary received in the three months prior to
severance, within the limitation of a monthly maxim gross amount established by the law (for
2007 this was equal to 844.06€ for workers who e&drh826.07€ or less, and up to 1014.48€ for
those who received gross salaries of more than.Q8£h

3.2.3.2 Unemployment Benefits with Reduced Requirements:

is due to those workers who cannot show 52 weekjynents in the last two years but have worked
at least 78 days in the last year, or who have besmed in the last two years and can show at leas
one weekly contribution before the two years pretgdhe request; it is payable for a number of
days equal to those actually worked in the preaed®ar, and for a maximum of 180 days; the
amount is equal to 35% of the average daily wagedhfe first 120 days, and to 40% for the
remaining ones, within the limitation of a montlhaximum gross amount established by the law
(for 2007 this was equal to 844.06€ for workers velaoned 1826.07€ or less, and up to 1014.48€
for those who received gross salaries of more 11826.07€).

3.2.3.3 Cassa Integrazione Guadagni Ordinaria (CIGo) (Eags Ordinary Integration Fund):

is an indemnity which, in case of temporary susjgensr reduction of the productive activity of an
enterprise, replaces the salary; it is due to mlamakers, white collar workers and middle
managers, of industrial enterprises in general wie exclusion of apprentices; the amount is equal
to 80% of the total wages that would have beeneshduring the period (for 2007 the maximum
monthly limit was 844.06€ for workers who earnedntindy 1826.07€ or less, and up to 1014.48€
for those who received gross salaries of more 1t826.07€); it is payable maximum 13 weeks but
it can be prolonged to 12 months and in certaiesdsr up to 24 months; In the constructions and
agricultural sectors, characterized by high seddpnaspecial mechanisms are provided to
guarantee income and health and pension coveragavdikers who works less-than-standard
working hours.

7 |stituto Nazionale di Previdenza Sociale , SoSiturity National Institute
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3.2.3.4 Cassa Integrazione Guadagni Straordinaria (ClGsarfiings Extraordinary Integration
Fund):

is an indemnity which replaces the salary when apamy is restructuring, reorganizing,
reconverting or facing a crisis; it is due to mdnwarkers, white collar workers and middle
managers, of industrial (and constructions) enisepr with more than 15 employees, to the
employees of enterprises in the service sector rfoeme, tourism, etc.) with more than 50
employees; it is payable for maximum 12 monthsases of company crisis, for 18 months in cases
of bankruptcy, and 24 months in cases of restringjureorganizing or reconversion; the amount is
equal to 80% of the total wages that would havenbegned during the period (for 2007 the
maximum monthly limit was equal to 844.06€ for werk who monthly earned 1826.07€ or less,
and up to 1014.48€ for those who received grossiealof more than 1826.07€). In total, ordinary
and extraordinary benefits cannot exceed 36 mantadive year period.

3.2.3.5 Indennita di mobilita (Mobility Allowance):

is normally reserved for workers made redundannbystrial companies (excluding constructions)
with more than 15 employees, trading companies witine than 200 employees (and, usually for
supplying firms); it is due to manual workers, vehaollar workers and middle managers (directors
and apprentices, excluded) with an employmentiogiship of a continuous nature or, at any rate,
not fixed, with at least twelve months service wilie company, at least six months of which were
actually worked. The period of the benefit is lidki® the age of the worker and the company’s
regional location, and is payable for 12 monthatokers under 40 (Southern Italy, 24 months), for
24 months to workers between 40 and 50 (Southaiy, IB6 months), for 36 months to workers

over 50 (Southern Italy, 48 months). The amountesponds to 100% of Cigs allowance for the
first twelve months, to 80% from the thirteenth iloanward.

The July 2007 tripartite agreement between the mwent and the social parts, and the subsequent
Law 247/07 approved at the end of 2007, have nemtldome important parts of these norms (see 8
4.4)

3.2.4 Other forms of social protection

In addition, Italian legislation provides other thdee tools of social protection, among which
maternity and illness benefits should certainlycbesidered.

3.2.4.1 Maternity Benefits.

The working mother (subordinate or quasi suboréirehployee) has the right to paid leave from
her work place in the two months before the presumiate of birth, and in the three months
following (the period can be adjusted to from onenth before to four months after). During this
period, a salary replacement indemnity is providegen women working in the free professions
can take advantage of the maternity leave, but thest completely abstain from work to receive
payment. Autonomous workers have no obligationbstain from work. Even a working father, in
specific circumstances (death, or grave illneshefmother, abandonment, etc.) may have the right
to the period of paid leave.

The amount payable is equal to 80% of the averagly evage. National collective contracts
usually guarantee the full salary, binding the eayiet to pay the difference. The benefit is paid to
the working women both for the period of the maitgrieave and also in case of miscarriage after
the 184" day of pregnancy.

In case of adoption or child custody, the materh&pefit is due for the three months following the
child’s entry into the family, on condition thatetlkchild be no older than 6 years of age (18 years f
international pre-adoption custody or adoptions).
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3.2.4.2 lliness benefit.

It is due to workers (blue-collar workers in indysftcrafts, agriculture, workers and employees in
the service sector, young workers with a trainimgitact, and para subordinate workers) who
become inill, in substitution of their salary faperiod of maximum 180 days. The first three days
are paid by the employer, while from the fourth daylnps provides payment. The indemnity is of
50% of the average global daily wage (for the f##6tdays), while it is equal to 66.66% for the

following days. Usually the wage is guaranteed uli by the labour contracts that bind the

employer to pay the difference.

National contracts provide paid leaves also forloeking parents that needs to assist his children,
and further leaves for the need to assist familynimers.

3.3 Wages and earnings
3.3.1 Wage moderation

In the period between 1993 and 2006, ghess real average national sector waddsflated with
the EU- Harmonized Consumer Price Index.) of therereconomy have lost an average of 0.3
percentage points a year (Table 5). We have hevpted the OECD terminology (OECD Main
Economic Indicators - Sources and Definitions) bfdge rates”,i. e. “basic wages, cost-of-living
allowances, and other guaranteed and regularly pldwances. The definition ofwagesis close
to what in Italian terms is known asdntractual remuneratioris.e. national sectoral wages (but
differentiated according the job ladder positiokYhile what is defined in the OECD Main
Economic Indicators Sources and Definitions &arhings”- i. e. “Wage rates + i) overtime
payments; ii) bonuses and gratuities regularly paig remuneration for time not worked; iv)
bonuses and gratuities irregularly paid; v) payn®eint kind” - in Italian terms is known dgross
actual/de facto remuneratiori®.

18 Seehttp://stats.oecd.org/mei/default.asp?lang=e&subicc
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Table 5. Earnings and wage® by sectors. Average compound growth rates 199326

Gross Earnings National Sector Wages Difference (wge drift)

Agriculture 2,2 2.0 0.2
Manufacture of food products, 31 3.0 0.1
beverages and tobacco
Manufacture of textiles and textile 3.9 29 1.0
products
Manufacture of chemlcals: chemical 36 58 0.6
products and man-made fibres
Energy products 3.4 2.8 0.6
Manufacture of rubber and plastic 3.4 3.0 0.4
products
Manufacture of : basic metals and
fabricated metal products; machinery

. . - . 3.2 3.0 0.2
and equipment; electrical and optical
equipment; transport equipment
Construction 3.0 2.9 0.2
Wholesale and retail trade 3.9 3.1 0.8
Banking 3.1 2.4 0.7
Public administration 3.6 2.6 0.9
Whole economy 3.4 2.7 0.7
Inflation 3.2(a) 3.0 (b)

(a) National Accounts deflator for households speg.

(b)EU- Harmonized Consumer Price Index.

Source: IRES processing of ISTAT data (Nationaloans, and general Index of gross contractual wapes
employee).

In the same period thgross real average earningsleflated with the implicit National Accounts
deflator for households spending) grew an aver&@e286 a year.

As can be seen from Table 5, during the considpesibd the wage drift between earnings and
wages is, on average, of 0.7 mean percentage gmentgear, for the whole economy: an average
which is the result of very slight differences, Isuas those of the agriculture, constructions, and
metal-works sectors, and of wider ones, such asetbbthe textiles, chemicals, and public sectors.
A difference in the growth rate between earnings &ages, albeit of varying intensity, has always
been detected, at least from the ‘70. All in disthighlights the existence of a wage Gdipat has
been estimatétito be of about 10% for the central categories ofkers and employees, but even
of 100% for middle managerial staff and high-pefirofessionals. It has also been estinfateds
again can be seen from Table 5 — that at the emldecf990’s national collective bargaining could
account for almost two thirds of the total wagef@enance. This meant that out of the average rate
of wage growth, fluctuating between 2.7% and 3.286 year, a quota of about 1% could be
attributed to the so called “extended wage driftattincludes collective bargaining at company
level, over-time, and the different forms of thenganies unilateral allocations.

19 See note 5 above.
2 Difference between increasing rates
21 Difference between levels

22 |ndagini Assolombarda, multiple years; Birinddllie D’Aloia G., Slitamento salariale e differenziali retributivi e
di produttivita in italig in Birindelli L., D’Aloia G., Megale A.|a politica dei rediti negli anni '90Ediesse, 2003

% Birindelli L. e Megale A.Distribuzione del reddito e produttivitin Birindelli L., D’Aloia G., Megale A] salari nei
primi anni 2000 Ediesse, 2005
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As can be seen (Table 5) there are no significdfdarences between the growth rate of wages in
different sectors, and this has been one of thiiy®effects of the "decentralized centralizatiaf”

the Italian industrial relations model (during th®@80’s differences between the sectors were very
large, and not always linked to higher productivibtyt rather to monopoly sector power). At the
same time, the alignment of the wage growth ragéeéden the different sectors has been one of the
obstacles to wages increasing at the same rat@adfigtivity.

3.3.2 Wages, productivity, profits and income distributio

The earnings growth rate was much lower than tbduymtivity one. As can be seen from Table 6,

productivity in our country goes from growth rasove 2% in the 1970’s and 1980’'s to growth

rates between 1% (1996 — 2001) and 0% (2002 — 200@)only exception being the period 1993 —
1995, which however corresponds to the two devansatof the Lira, which empowered an export-

led recovery. Nonetheless, between 1993 and 2QG@fuptivity at constant prices has increased, on
average, by slightly less than 1% a year.

Table 6. Italy Total economy. Growth, employment ad apparent labour productivity.
Average yearly compound growth rates 1971-2006. Rentage values.

1971-1975 | 1976-1982| 1983-1987  1988-1992  1993-1995996-P001 | 2002-2006
GDP at constant prices 3.2 3.3 2.6 2.4 1.4 1.9 0.7
Total employment in
standard-time labour units 0.7 1.0 0.7 0.5 -1.4 1.0 0.7
(ULA)?*
eDP atconstantprices per 5 4 2.3 2.0 1.9 2.8 0.9 0.0

Source: calculations by the authors on ISTAT ItalNational Accounts data.

All this took place in an environment of progregsieduction of wealth per capita: the ltalians,

who in 1995 enjoyed an average income per capiageathe European one, higher than the United
Kingdom and close to those of traditionally prosmer countries like Sweden and France, after ten
years of slow growth rates find themselves 8 pdnei®w the European average, 17 points below
the United Kingdorft.

In the same period, profits registered significeates of growth (Figure 1). Notwithstanding the
decline in the period between 2001 and 2006, grbfitve grown 10% between 1993 and 2006 for
the totality of the enterprises assessed by ISTAthinvNational Accounting, while for the major
industries taken as sample by Mediobanca (abou)1p@ofits have risen 40%.

24 Units of labour(ULA) represent a measure of how much the labour factotributes to a country’s production in a
given period.ULA are calculated by transforming the working possiocovered by each individual in the reference
period, into full-time standards units.

% Tronti L., Distribuzione del reddito, produttivita del lavoeocrescita: il ruolo della contrattazione decenaapaper
presentato alla XLIV Riunione scientifica SIEDSmresa, lavoro e territorio”, Universita di Teran2d-26 maggio,
in corso di pubblicazione sulla Rivista Italianagtionomia, Demografia e Statistica (2007).
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Figure 1 — Italy. Industry excluding Construction. Gross profits 1983-2006 — Gross operative
margin * / Value added. Data expressed in %
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Source: calculations by the authors on ISTAT ItalNational Accounts data and on Mediobanca data.

During the 1980'’s the relative share of GDP destiteegross earnings felt by 3.5 point (Table 7).
The trend ensued during the 1990’s and it has bmersed only in the most recent years, but as a
consequence: a) of the recovery of earning purnggswer in a stagnant economic context and, b)
of the increase of salaried employment on total leympent. In connection with this, the relative
share of the GDP destined to taxes and social isg@antributions increased; this is the cost of

recovery of public finance (as yet incomplete) withich the Italian economy has been grappling
between 1992 and 2006.

Table 7. Distribution of the GDP. Average yearly pecentages at current prices. Years 1982,
1992 e 2006

1982 1992 2006
Depreciation allowances 145 14.1 15.7
Indirect taxes + Social contribution 19.0 22.5 25.0
Gross earnings of employees 35.0 31.6 30.0
Gross operating profits + s.employed incamaus 314 317 293
depreciation allowances
TOTAL 100.0 100.0 100.0
Share of salaried employment on Total empl. (ULA) 69.1 68.9 71.4

Source: calculations by the authors on ISTAT ItalNational Accounts data.
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Figure 2. Labour compensation's share of GDP - adgted for the employees' total
employment share and for the 1997-98 social contnithion reform

1990
1991
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1994
1995
1996
1997
1998 -
1999
2000
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2002
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2005
2006

Source: calculation by the authors from ISTAT tiddal Accounts data.

As can be seen by Figur&or! Reference source not found, the overall mentioned tendencies
have had the most dramatic effects on labour cosgiem's share of GDP, in the first mid of the
nineties, in the same period, then, when theala mobil§moving staircase) mechanism was
ended and before the new July '93 contractual madel fully working; in the same period of the
'92-'93 recession and of the first and second (}9R&lian lira devaluation. This decreasing
tendency continued, even if mitigated until 200G light 2000-2006 increase is due to the
productivity stagnation rather than to an earniggevery.

3.3.3 Some international comparison

With the result that, in Italy, the dynamics of lhatages and productivity are considerably slower
compared to those of the major European countries.

The low growth rate of Italian earnings is even enevident when compared to that of the major
European countries. Between 1998 and 2006, thdurisg the period of entry into the Euro area,
real gross earning#n Italy have remained substantially the same Jevbiher countries registered
clearly higher rates of growth (Table 8): an averafj 10% in the euro area, more than 15% in
France and in the UK, 5% in Germany notwithstandimg wage freeze of the years since 2000.
While nominal earningsiave had a growth rate much more similar to thatter countries (Table
9).
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Table 8. Real gross earnings. Manufacturing. Natnal currency (deflated with the private
spending deflator)

1998 2005 2006
Euro area 100 108.9 110.1
France 100 1141 115.9
Germany 100 105.5 105.0
Italy * 100 100.8 102.6
United Kingdom 100 115.2 118.4
Spain 100 104.7 105.3
USA 100 106.0 104.7

*For Italy gross “de facto” earnings for businesecor employees from ISTAT-OROS gathering of adtraive data
has been used
Source: calculation by the authors on OECD data.

Table 9. Manufacturing industry*. Hourly nominal earnings in national currency. Index 1998
=100

1998 2001 2002 2003 2004 2005
OECD - Total 100.0 118.6 125.7 131.8 137.1
Euro Area 100.0 108.5 111.6 114.8 117.4 119.7
France 100.0 112.0 115.9 119.0 122.2 125.7
Germany 100.0 107.0 108.7 1114 113.7 114.9
Italy** 100.0 107.9 110.8 113.6 118.0 120.9
Spain 100.0 109.9 1154 121.1 126.0 130.4
United Kingdom 100.0 113.6 117.5 121.7 126.3 130.9

* For some countries data are relative to Total listty or to proxies. See OECD methodology notes.
** OECD utilises for Italy national bargaining holy wage levels (“contrattuali”); instead, in ordeto achieve a
better comparability we have used gross earnidgta from ISTAT-OROS gathering of administrativerse.

Source : Ires processing of OECD, Main Economiddatbrs and Oros - ISTAT data

The greater part of the disparity of the differenoegistered in (deflated) real earnings is duge¢o
different rates of inflation registered in the wars countries. Indeed, the inflation registeretaly

was about twice that registered in Germany botlwéen 1993 and 2006 and between 1998 and
2006. In the latter period, this was primarily cadidoy the lack of government intervention to
mitigate the Euro change-over effect; includingd an outright violation of the July 1993
agreement, inaction towards price increases ofymtsdsubject terice-cap At the net of inflation
disparity, nominal earnings have increased in l@lyrates compatible with those of the other
countries.

The consequences are that Italy registers lowerageeearning levels than other European
countries. In ltaly, in 2005, the averagmss annual earningsf childlesssingle workers (Table
10) in theBusiness sectovas 45% lower than in Germany and in the UK, anolua 25% lower
than in France. Net earnings register about theesdisparities, with the exception of Germany
where the difference falls to about 30%.

Table 10. Average gross and net (single childlesuiker) earnings and Labour cost. Industry
and services Business sectQr Year 2005

Gross earnings. Net earnings (Euro) Labour cost (Euro) Fiscal wedge
(Euro)
France 30219 21 470 42 987 50%
Germany 41 074 23942 49 638 52%
Italy 22 759 16 538 30 288 45%
United Kingdom 41 853 30774 46 294 34%
Spain 20 701 16 493 27 036 39%
USA 25 507 19 497 27 503 29%

Source: calculation by the authors on OECD data
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A more thorough analysis shows that, in Italy,rgéapart of the discrepancies are due to the greate
impact of small enterprises (and their lower salgriwhich, for example, concern a fourth of all
manufacturing employment, compared to the 7% ofn@ay. Company size being the same, the
disparity in earnings with Germany is clearly reeldicbhetween 25 and 30%.

The combination of these factors has determinetbat®n whereby the incidence of labour costs
on production costs is lower in Italy compared tloeo major European countries: on average 15%
compared to Germany's 23% for manufacturing ingustector; 12.5% compared to 25% for
companies with 1 to 9 employees; 18% compared % 28 those with 10 to 19 employees; and so
orre.

The other basic reason for the slower growth of rite of earnings in ltaly lies in the slower
growth of productivity.

Table 11. Labour productivity per worker in the business sector

1998 2004 2005 2006 2007
France 100.0 107.5 109.3 110.9 112.5
Germany 100.0 105.3 106.4 107.5 108.4
Italy 100.0 101.6 101.1 101.7 102.9
United Kingdom 100.0 112.9 114.2 116.9 120.0
Spain 100.0 102.0 102.7 103.7 104.9
Usa 100.0 116.8 119.3 121.9 124.4

Source: calculation by the authors on OECD data

Between 1998 and 2007, productivity in thesiness sectan Italy has increased slightly less than
3% compared to the 8.5% of Germany, to the 20%hefUkK, to the staggering 25% of the USA
(Table 11). The real reason for lack of producgigtowth lies not in labour productivity but in the
productivity of capital (Figure 3).

If we examine the quota of value added that goesibmrdinate employment (determined precisely
by the ratio between growth in earnings and gromtproductivity) it is clear that, for the entire
period, in each country, this has been substantalhstant (or has registered limited oscillations)
This means that the growth rate of nominal earnang$ nominal productivity have been, in each
country, substantially aligned.

% D'Aloia G., ltalia — Europa - Salari, produttivita e effetto dimensione d' impresa,

http://www.ires.it/files/D'Aloia_191107.pdf

prezzi,
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Figure 3. Yearly % growth rate of Total Factors Praductivity (TPF) and of the partial
productivity rates of services rendered by Labour [(P) and Capital (KP)
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Source: IRES processing of ISTAT data.

As we have already outlined, the effectivenesshefihdustrial relation and collective bargaining
system (see § 2.2.1 and 3.1) strictly dependedh@maict that the objectives plannedinflation be
the genuine aims of the economic policies of theeguments, so that the real rate of inflation
would actually be close to the planned one.

As we have seen, this was not always the castheltwo years 1995/96 the difference between
plannedinflation rate and effective inflation was of 6ipts (while between 1997 and 1999
effective inflation actually fell below thplannedone); again, between 2002 and 2004 the disparity
between the two fell a further 4 points; for a coetgnsive total of 10 points difference. This
disparity between planned and effective inflatiaused industrial relations into a wage-price spiral
to recover the buying power lost in these periddss ended up absorbing even the productivity
surpluses (this was not the case in the secon@dyewhich was of stagnation and decline in
productivity) and impeding any real possibility thieir redistribution. In last five years, espegiall

in public sector, very large delay have been acdatad (also two years) in renewing national
contracts: also these delay have had a great mfeuen wage moderation in Italy.

The persistence, for a period of almost 15 yeafsa dbasically stagnating trend in wage
performance has determined what is now considerée & veritable wage emergency in Italy. The
Governor of the Banca d'ltalia, has openly decl&r¢dat salaries are too low to support the
demand and the growth in consumer spending. Therldriiave presented the government and the
entrepreneurs with a draft package of requestdidav dor the rapid adjustment of net earnings,
both by reducing the fiscal burden, and by incregsgross wages through the renewing of
contracts, many of which are still frozen.

3.3.4 Wage differentials

Figures on this issue abound, and often differeddmg on the different sources and types of data
processing. All agree on the existence of signific@age (and earnings) differentials in Italy: thes
are linked to many factors, the most important gethe number of company employees, gender,

2" Draghi M., Governor of the Banca d’ltali@pnsumo e crescita in ltaliocieta italiana degli economisti, Universita
degli Studi di Torino, Torino, 26 ottobre 2007
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work contract, immigrant or non-immigrant statusgular or irregular work (see 8§ 3.4.7, 3.4.8 and
3.5).

We will examine some of the existing data (regasslief the outright data coherence).

Table 12 shows the average earnings differentialtheé manufacturing industry, according to
company size, in the period 2002-2004. Gross egsnmsmall enterprises (1 to 9 people employed
— these absorb nearly one third of those emplogetié manufacturing sector in Italy, one half of
which are self-employed) turn out to be about dneltlower than the average value for the total
sector, and nearly one half of their value in #rgér enterprises (more than 250 people employed).

However, the wage differentials are lower thanghmductivity ones. Indeed, productivity in small
enterprises is more than 40% lower than the aveshtfe total sector.
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Table 12 - Manufactory Industry — Gross Earnings, &bour costs, and productivity according
to company class dimension - Average on the peri@002-2004

Employee 1-9=100 Tot=100
class

Gross earnings (millions of euro/year) 21.9 148.1% 100.0%
Labour cost for employee (millions of 310 152 2% 100.0%
euro/year)
Productivity (VA/person employed) (millions 431 173.0% 100.0%
of euro/year) Total
Number of persons employed 3955734 100.0%
Share of self employed 16.7%
Share of employee. 83.3%
Share of sector GDP 72.1%
Gross earnings (millions of euro/year) 14.8 100.0% 67.5%
Labour cost for employee (millions of 20.4 100.0% 65.7%
euro/year)
Productivity (VA/person employed) (millions 249 100.0% 57 8%
of euro/year) from1to9
Number of persons employed 1206 309 30.5%
Share of self employed 53%
Share of employee. 47.4%
Share of sector GDP 81.8%
Gross earnings (millions of euro/year) 16.9 114.1% 77.0%
Labour cost for employee (millions of 233 114.2% 75 1%
euro/year)
Productivity (VA/person employed) (millions 342 137.2% 79.3%
of euro/year) dal0al9
Number of persons employed 725 024 18.3%
Share of self employed 13.7%
Share of employee. 86.3%
Share of sector GDP 68.2%
Gross earnings (millions of euro/year) 20.0 135.6% 91.6%
Labour cost for employee (millions of 28.2 138.6% 91.1%
euro/year)
Productivity (VA/person employed) (millions 426 171.2% 99.0%
of euro/year) da 20 a 49
Number of persons employed 757 021 19.1%
Share of self employed 5.6%
Share of employee. 94.4%
Share of sector GDP 66.3%
Gross earnings (millions of euro/year) 23.9 161.9% 109.3%
Labour cost for employee (millions of 342 167.8% 110.2%
euro/year)
Productivity (VA/person employed) (millions
of euro/yegr)( i ploved) { da 50 a 249 52.4 210.3% 121.6%
Number of persons employed 992 626 25.1%
Share of self employed 1.5%
Share of employee. 98.5%
Share of sector GDP 65.2%
Gross earnings (millions of euro/year) 28.1 189.9% 128.2%
Labour cost for employee (millions of 403 198.0% 130.1%
euro/year)
Productivity (VA/person employed) (millions 614 246.5% 142 5%
of eurolyear) sopra 250
Number of persons employed 1061 202 26.8%
Share of self employed 0.2%
Share of employee. 99.8%
Share of sector GDP 65.8%

Source: calculation by the authors on EurostatStral Business Statistic) data
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ISTAT has carried out a survey — on a sample ofnless sector enterprises— on the structure of
wage$® which has provided data on the characteristiagh®fhuman capital in relation to the local
and sectoral specifics, and on the differencesdndgr, level of instruction, seniority, profession,
and type of work contract. Data is relative to 2002

The overall picture shows that the wage differdatiare correlated to the different levels of
productivity in the sectors and enterprises of bging, to the levels of instructions and of tragin
to the experience matured on the job (and thustagpany seniority), to the type of contract, and to
the profession.

To evaluate the influence of each of these faabarsvage levels, ISTAT researchers carried out a
linear regression, the explanatory variables ofcWwhare the individual characteristics of each
workers (gender, age, citizenship, level of indinrc — derived from the Isced-97 international

classification); the characteristics of the typgadif (type of contract, profession, company setyori

— Isco-88 international classification); and entesg characteristics (size, sector, geographical
location). The results highlighted the most sigmifit wage differentials:

* Non-EU workers receive wages that are 6% lower ttedian citizens (an estimate that is
visibly lower than the one set out in another sectf the same Istat 2004 yearly report);

» Higher wages are connected to a higher level oftaihn: compared to workers with
elementary certification, those with high-schoopldmas or with post-graduate training
receive 14.2% more; those with a higher educatioivérsity level) receive 23.4% more;

» Job seniority has an incidence, per year of sdgjoof about 0.7%; company seniority of
about 0.3%;

» Fixed term contracts register hourly wages thatl@% lower than open ended contracts
(probably because, on average, cover lower positionhile apprentices earn 22% less.
Because of lower earnings and of the precariousoiei®eir situation, fixed term contract
workers tend to work more (they take less materlagves, less illness leaves, etc.); no
negative differentials showed up for the hourly esgf part-time contracts.

» Compared to clerical employees, workers in servacgssales show hourly wages which are
9% lower, blue collar workers tally 12% lower, amskilled workers 16% lower; wages are
7% higher for technical jobs, and 90% higher fahly specialized jobs and for executives,
the latter receive an extra 24,5% for their cocatiire and managerial roles.

* As to regional differences, workers in the North4i/are those with the highest wages, with
a very small difference compared to workers inNloeth-East, but 12% higher than those of
the South.

Table 13, on Industry proper, summarizes the bdsia on wage differentials, labour costs,
productivity, and earnings, of the Italian entesps by class of those working in this sector (data
relative to 1999¥°.

8 |stat,Rapporto Annuale 2004ap. 3:Dipendenti ore lavorate e retribuzioni nelle impeedell'industria e dei servizi
- Anno 2002, 11 marzo 2005.

2 Birindelli L. e D’Aloia G. Slittamento salariale e differenziali retributivi di produttivita in Italig in Birindelli L.,
D’Aloia G. e Megale A.La politica dei redditi negli anni '90Ediesse, Roma, 2003
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Table 13 — Industry excluding constructions. Valueadded per worker, gross profits on value
added, hourly wage, hourly labour costs per workerand wages per worker per company size:
Indexes (Companies with more than 250 p.e. = 100Jjstributive quota (labour costs/value

added) and hours worked. Year 1999

Value Labour Cost of Gross wage Hourly Gross Hours
added per | costs per labour on | per worker | labour cost | profits on | worked per
worker worker value (indexes) (indexes) value worker
(indexes) (indexes) added % added
1-9 36.5 50.0 37.6 51.1 46.5 48.7 1788
10-19 48.1 54.8 57.4 56.1 52.2 80.2 1756
20-99 64.4 68.4 59.2 68.6 66.4 91.6 1716
100-249 80.9 84.6 60.6 84.1 82.7 93.5 1702
250 e oltre 100.0 100.0 58.4 100.0 100.0 100.0 1 666
Totale 65.6 75.0 55.9 75.4 73.0 87.7 1716

Source: IRES processing on Istat dafmnpual Report 20012002

As can be seen, the wage and labour costs diffalefty company size are extremely relevant: in
enterprises with 1 to 9 people employed, gross wage labour costs per worker are half of those
of enterprises with more than 250 people employdtese gaps decrease with the increase in
company size, but remain, however, significant: doterprises with 10 to 19 workers, wages and
labour costs are around 55% of those of the laegegrprises; those for enterprises with 20 to 99
workers are about 68.5%; and for those with 1024@ workers around 85%.

For hourly wages the gaps are even higher bectigsaverage worked hours increase with the
decrease in company size.

From the data shown in Table 13, it is clear thiatpctivity differentials (column one) are more or
less the same as those of wages (albeit slighgjlgen), especially if compared to those of hourly
wages, with the sole exception of the smaller @nisgs. In this respect, it is necessary to keep in
mind the considerable incidence of family-run besses and of autonomous work in the smaller
enterprises. Traits that frequently determine eygxoover—sizing (often only fictitiot in these
enterprises and thus a reduction of productivitiemw measured as the ratio between value added
and number of workers.

Productivity differentials are higher than thoselalfour costs in the South, and also for smaller
enterprises (although in constructions and servibesgap between the two applies to larger
enterprises as well} In the industry sector, excluding constructiomsthe South in the smaller
enterprises productivity is about 30% lower tharthi@ North-West ; the labour costs 16,5% lower
(see Table 14). In services and constructions iffierehtials remain high even for enterprises with
more than 20 workers. Istat reveals that “thesalte<sertainly depend on the different sectoral
structure of the enterprises located in the Sospedialization of the South in low productivity
sectors) and by the size of the enterprises (vagly level of micro-enterprises)”, but underlines
that, the size of the enterprises being equal etierapersistenceof this disadvantage in many
sectors, which becomes more prominent in enteprisi less than 20 people employ&dln this
case also, the impact of autonomous work must baised in the under-sizing of the productivity
levels.

% For example tied to the presence of family memlaensng those employed to exploit fiscal and/or aosécurity
benefits, or with an amount of working hours ttsafar below the standard ones.

%L In this case also, for the smaller enterpriseasijrtipact of family-run enterprises must be congider

%2 |stat ,Rapporto Annuale 2001
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Table 14 — Productivity differentials and labour cets by branch, geographic area, and
company size.

North-west North-East Centre South

Labour Value Labour Value Labour Value Labour Value

costper added per | costs per added per | costper added per| costper added per

worker. worker. worker worker. worker. worker. worker. worker.

INDUSTRY PROPER
1-19 100.0 100.0 96.7 96.6 89.5 82.3 83.3 69.6
20 e oltre 100.0 100.0 89.9 90.7 93.1 94.8 89.0 91.7
Totale 100.0 100.0 89.8 89.7 88.8 85.1 83.6 77.7
CONSTRUCTIONS
1-19 100.0 100.0 100.5 100.0 96.7 85.6 91.2 86.4
20 e oltre 100.0 100.0 86.1 81.8 99.1 87.3 79.6 71.5
Totale 100.0 100.0 98.0 99.3 94.7 83.8 87.4 84.2
SERVCES
1-19 100.0 100.0 94.4 84.2 94.0 83.9 85.6 65.5
20 e oltre 100.0 100.0 86.9 76.5 103.9 96.8 90.2 76.1
Totale 100.0 100.0 87.8 79.2 98.9 87.1 85.9 65.4
TOTAL

1-19 100.0 100.0 95.8 89.0 93.0 83.7 86.4 68.8
20 e oltre 100.0 100.0 88.9 85.4 97.5 94.6 87.9 81.7
TOTALE 100.0 100.0 89.5 85.3 93.3 84.5 83.5 68.6

Source: Istat, Rapporto Annuale 2001, 2002

3.3.4.1 Wage differentials for non-EU workers

Non-EU workers receive a gross wage that is lowan tall other workers: 31% less in 2001, 32%
less in 2002 and 34% less in 2003, following thfeat$ of the regularization on the average wage
of non-EU workers?

After the 2002 regularization (see 8§ 3.7), the grasge of regularized immigrants is lower yet:
43% less than the total of subordinate workers. &ednew regulars earn even less than regular
Non-EU workers.

In the ltalian current debate there is not mucmrdo discuss the minimum wage issue (indeed,
Eurostat figures on minimum wages do not includé)t it has been proposed by some experts and
political representatives, but since it is consédean alternative to national sector contracts the
unions disagree with it. The actual minimum wagesvehat is provided for by national collective
bargaining at sectoral level (enterprises that alor@spect national contracts are generally indude
in the concept of irregular employment - § 3.5).IyOrecently, the PD secretary, Mr Veltroni,
proposed a minimum wage mainly for precarious warke

3.3.5 Individual earnings inequality

A specific indication on salary dispersion, whidrusturally characterizes the labour market, iegiv
by the distribution of the levels of average houwghpss earnings, according to Lorenz’s arrangement.
This highlights two of the principal determinanfsaage differentials: gender, and sector of beloggi

of the worker. The female quota diminishes progvesswith increase in salary class.

% |stat,Rapporto Annuale 2004ap. 3
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Table 15. Business sector (Industry & Services). Hioly gross earnings. 2002

Class decile Class decile average (overall average=1@Hcile value/maximum (overall average=10@)ass decile compositign
Females Males

1 42.0 47.3 53.58% 46.42%
2 50.5 53.3 43.02% 56.98%
3 55.9 58.6 38.30% 61.70%
4 61.3 64.0 33.47% 66.53%
5 67.0 70.1 32.41% 67.59%
6 73.7 77.5 31.49% 68.51%
7 82.3 87.7 29.12% 70.88%
8 94.9 102.9 26.91% 73.09%
9 114.7 129.1 21.59% 78.41%
10 185.6 1277.3 17.22% 82.78%

Source; calculation by the authors on data from AST “Dipendenti, ore lavorate e retribuzioni nelienprese

dellindustria e dei servizi Anno 2002", “Statistiche in breve”, march 2005 (leason data from The European
Structure of Earnings Survey — SES — on employfdasng with at least 10 people employed).

Considering the annual pro-capita earnings accgrttnLorenz’s arrangement, with the increase in
deciles there is a greater decrease in the fenmagenent quota than that observed for gross hourly
earning. Indeed, while the hourly indicator candhks effect that a greater or smaller use of pamé-t
jobs (a typically female mode of work) has on eagsi this is highlighted by the pro-capita indicato
Table 16shows also that with the increase of the educdgerl the percentage of the employed
receiving higher levels of average yearly earnialgse increases. More than 50% of those who have an
elementary or secondary level of education areepteis the three lower deciles, while the presesfce
those with a diploma, or a university degree, mhigher deciles progressively increases.

Table 16. Business sector (Industry & Services). Eployees' gross yearly earnings by class
decile. 2002

Class decile composition
Gender Maximum education degree attained
. Class decile average Depile ; ;
Class decilg - value/maximum(overall Primaryflo |\, o, | Tertiary
(overall average=100) -100 wer pp education
average=100) Females Males secondary L
secondary . (University
- education
education degree)
1 314 47.5 63,7% 36,3% 52,6% 42,69 4,8%
2 56.6 63.0 51,1% 48,9% 53,9% 42,69 3,5%
3 67.5 717 38,2% 61,8% 53,0% 41,8% 5,2%
4 75.4 79.2 38,2% 61,8% 48,6% 46,7% 4,8%
5 82.9 86.9 27,8% 72,2% 44,6% 48,4% 7,0%
6 915 96.5 27,5% 72,5% 41,9% 48,8% 9,3%
7 102.7 109.3 25,5% 74,5% 36,3% 52,89 10,9%
8 117.8 127.7 23,8% 76,2% 29,7% 56,6% 13,7%
9 142.8 161.2 21,2% 78,8% 18,8% 62,1% 19,1%
10 2314 1158.2 14,6% 85,4% 7,0% 55,29 37,9%

Source: calculation by the authors on the basisISFAT, Dipendenti, ore lavorate e retribuzioni eelmprese
dell'industria e dei servizi Anno 2002, “Statistiche in breve”, March 2005 (bdsen The European Structure of
Earnings Survey — SES — on employees of firmsawl#ast 10 people employed).
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Table 17. Business sector (Industry & Services). Bpersion rates for the annual earnings of
“full time equivalent” in 2002 . Business sector.= decile value.)

D9/D1 D9/D5 D5/D1
France 3.4 2.0 1.6
Germany 3.2 1.8 1.8
Italy 2.5 1.8 1.4
Netherlands 2.8 1.8 1.6
Spain 3.2 2.0 1.6
Sweden 2.0 1.6 1.3
United Kingdom 3.2 2.0 1.6

Source: Times of change: France 1993-2005, Docuaient Frangaise. Paris, 2000 (based on The Europ®tucture
of Earnings Survey)

Italy shows a relatively contained comprehensivargadispersion (highest decile /lowest decile):
only in the Nordic countries is this gap lower.spersion in the higher part of the Italian
distribution is on the same levels as Germany ard\tietherlands, while Spain and UK show the
greatest dispersion. In the lower part of the thistron, Italy again shows low values, higher only
than the Nordic countries.

3.3.6 Gender related wage differentials

The existence of gender wage differentials can ilbengas a fact. In market economies, setting
aside all composition effects, an unadjusted arsalykthe hourly wage rates of men and women
shows the presence of a genpgaygapin the wage average. Some studies show a narravfitigg
gap in the last years but the differences betweem amd women are still relevant. According to the
European Commission (data from 2003, publishedOid52 the average female salary in EU25 is
equal to 85% of the male average. According to OE@iere are countries where thay gap
differential is below 10% (Northern countries, Balg and France), and countries where it is over
20% (USA, Canada, UK). For what concerns EU-15 égrincluded), the European Industrial
Relations Observatory (EIRO) estimates they gapto be around 20%. A survey, recently
conducted by the De Benedetti Foundafioshows, among other things, that this is prin¢ypdilie

to wage structure. In Scandinavian countries, whiezee is less wage disparity in general, ihg
gap differentials between men and women are lower. €mely, in the UK, where there is more
disparity, the divide between men and women is aiser.

All studies and sources register a gender wageréiftial, to the disadvantage of women, for Italy
as well; although the extent of the differentiatliferent, depending on the source, or on whether
yearly earnings or hourly wages are consideredylmether net or gross earnings are taken into
account. Moreover, the extent of the genplay gapchanges again if we consider compositions,
that is: the differences in qualitative compositibatween male and female employment. The
principal figures on the gendpay gapare shown in Table 18.

3 For this subsection see: G. AltierDifferenziali salariali tra uomini e donrieRassegna sindacale, marzo 2007; E.
Rustichelli ( a cura di)Esiste un differenziale retributivo di genere ialia? Il lavoro femminile tra discriminazioni e
diritto alla parita di trattamentd, ISFOL, Roma. 2007; M. Centra, C. Venuledifferenziali retributivi: un’analisi
dello scenario italianty in Rustichelli (2007); M. Biagioli I' differenziali salariali uomo/donna nell'indagin&sTAT
sulla struttura delle retribuziofyj in Rustichelli (2007).

% De Benedetti FoundationEliropean Women at Wdrksth European Conference, Alghero, Jung 2D03.
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Table 18. Gender pay gap for employees

earnings=100)

(average OMen earnings/average - Men

1993 1996 1998 2002 2004

Yearly gross earnings 75.0 74.9
Yearly net earnings 74.0 78.1 79.3 80.2
Hourly gross earnings 80.7 84.0
Hourly net earnings 95.6 97.2 94.8
Yearly net earnings -

. " 73,2
adjusted for composition
Hourly gross earnings -

. - 88.5
adjusted for composition
Hourly net earnings —

. " 90.4
adjusted for composition

Source: gross earnings from Biagioli (2007) — onigi data from ISTAT Earnings Structure Survey;aanings from
CESOS, “Le relazioni sindacali in Italia e in Eyra. Retribuzioni e costo del lavoro, 2004 -2005NEL, Roma and
Centra, and Venuleo (2007) — original data from Baf Italy Households’ Budgets Survey.

Unadjusted redistributive data show a differerfslthe most recent years in the order of 20-25%,
Nonetheless, the adjustment for hours worked, reglits scope for both gross and net earnings to
5-15%. Hence, even if we take into account the tiaat women earn less than men because they
work less hours compared to men, there still remaidifferential to be explained.

Compared to the importance of the hours workedyake of gender differences in the qualitative
composition of the jobs (sector, job ladder positiand so on) and in human capital endowment is
more ambiguous and seems to depend on the stdtistarlel and/or by the features of the statistic
source (gross earnings from an ISTAT sample fromiss sector firms, or net earnings from a
Bank of Italy sample from all sectors. Net (yeaahd hourly) earnings (total economy) differential
increaseswhen we consider qualitative composition effecsd, at the same time, women appear
to be favoured by the effects of employment contpmsi Aside from the lower number of worked
hours, it is the gender discrimination which expléne gendepay gap Vice versa, from the
estimate model applied to gross earnings (Busisestor sample), the adjustment for composition
effects appears t@ducethe hourly gender pay gap: in this case, the taisie composition effects
go against the relative position of women. Thidiceable difference may be imputed to the
peculiar features and relevance of Public sectmiafe employment, where women with a tertiary
education degree represent a very high workforbares (e.g. Education). It's also important to
consider the fact that having upper secondargrbiaty education degree is for Italian women a far
greater factor than for men for joining the emplbygopulation; so the female’s education
employment composition in more favourable than meanie. As a matter of fact, a mere 31% of
employed women has only a lower secondary degrede§s) against the staggering 45% of
employed men; the female upper secondary employstent is 49% versus 42% and the female
tertiary share is 19% vs. 13% for men (LaboucE®&urvey, 2006 data)

Disparities between men and women in the labouketare present from first entry for the female
component, and continue (often heightened) dutiegcentral phases of the working career, when
it is often hardest to reconcile job and familglif

Wage discrimination is already prominent among ulesk workers, it decreases for employees,
and again rises for executive positions. The matedle wage differential widens with the increase
in education: women with degrees obtain salariasaletp 2/3 that of the men with the same
qualifications. Wage differences are higher in firévate sector. Public employment appears
generally less discriminating.
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Differentials increase with age, while the diffeces in hourly wages are minor, or even cancel out,
between the younger generations until age 40. @rcdmtrary, the older women earn much less
because they did not pursue a career, and/or hadetoupt it to have children (especially in the
South of Italy). The presence of small childrenegates a curious phenomenon: men earn more
than their colleagues who have none, while wometh thie sole exception of unskilled workers,
see their salary decrease substantially. In balptiblic and the private sector, maternity continue
to be viewed by the enterprises as a burden, anmhcamvenience: women feel constrained to
choose between children and career ambitionss ribi by chance that the parental leaves provided
for by Law 53/00 were made use of almost exclugisl mothers. The presence of pre-school age
children increases the gap in hours worked by nmehveomen, independently of the professional
position.

The discontinuity of the working-life impacts natlg the current income of women, but also their
future incomes: at the moment, only 9,9% of woneacth 35-40 years of social security payments,
while 79% of retired women has less than 30 yeadsdad these only 52% manages to accumulate
20 years of payments. As a result, women haveyerage, lower social security checks than men.
In the younger segment of the population, the Iéwakary divides are registered among the more
highly educated, while in older age groups thergativides are greater among the more highly
educated, confirming that women find greater difitig than men in accessing the more prestigious,
and better paid, positions, usually reached imibee advanced phases of the working career.

Table 19. Gender pay gap in unadjusted for/i
1995| 1996/ 1997/ 1998| 1999| 2000| 2001| 2002| 2003| 2004| 2005
17 | 16| 16| 16| 15| 16 1§ 16 16 15 15

European Union (15 countries) - Eurostat
estimate

Italy (2004-05 provisional values) 8 S 1 7 3 5 6 Do 7 9

Source: calculation by the authors on EUROSTATsitellata.

Data on the gender pay gap in unadjusted forme@@rigl lower in Italy than the European average,
conversely it should be remembered that the feraalployment rate remains low. In any case,
conversely to what is happening at European lendghe period between 1995 and 2005, data for
Italy does not show a decrease in the gender pay ga

3.3.7 In-work at risk of poverty

Workers at risk of poverty (see note 37) represenigher percentage of total employment in Italy
than the EU-15 average (10 to 7 in 2006). Comptodtie whole of EU-15 in Italy the greater
guota of workers at risk of poverty is in the yoangnd intermediate age groups, and with a net
prevalence of male workers compares to female wsrKprobably because of lower female
employment rates). While in the whole of EU-15sithe elderly workers who are at greater risk of
poverty, and the divide between male and femadenialler.

% The gender pay gap is given as the difference dmvaverage gross hourly earnings of male paid@mes and of
female paid employees as a percentage of averagss ghourly earnings of male paid employees.
(http://europa.eu.int/estatref/info/sdds/en/eammegr_gpg_base.htm)
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Table 20. In-work at risk of poverty* rates by age and gender (%)

2004 2005 2006
Total : 7 7
— Between 18 and 24 years : 9 9
,g Total Between 25 and 54 years : 7 7
£ Between 55 and 64 years : 8 7
§ 65 years and over : 12 13
0 Total : 8 8
2 Between 18 and 24 years : 9 9
& |Males Between 25 and 54 years : 8 8
5 Between 55 and 64 years : 8 7
= 65 years and over : 11 13
o Total : 6 7
o Between 18 and 24 years : 10 9
o |Females Between 25 and 54 years : 6 6
Between 55 and 64 years : 7 7
65 years and over : 14 14
Total 9 9 10
Between 18 and 24 years 10 10 10
Total Between 25 and 54 years 10 9 10
Between 55 and 64 years 9 7 6
65 years and over 4 2 6
Total 11 10 11
. Between 18 and 24 years 11 9 9
I Males Between 25 and 54 years 11 11 12
- Between 55 and 64 years 9 8 8
65 years and over 5 3 6
Total 7 6 7
Between 18 and 24 years 7 11 10
Females Between 25 and 54 years 7 6 7
Between 55 and 64 years 7 4 2
65 years and over 2 0 7

Source: calculation by the authors on EUROSTATsitellata.

37 At-risk-of-poverty rate is defined as the sharepebple with an equivalised disposable income betmvat-risk-of-
poverty threshold, which is set at 60% of the natlcaverage equivalised disposable income (afteiaktransfers).
This share is calculated before social transfergif@l income including pensions but excluding ather social
transfers) and after social transfers (total incpritetp://europa.eu.int/estatref/info/sdds/enfstféocohe_di_base.htm)
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Table 21. In-work at risk of poverty rates by educéon level — ISCED 97 (%)

2004 | 2005| 2006
Germany | Pre-primary, primary and lower secondary educatievels 0-2 ; 10 10
(inc(lsuggg Upper secondary and post-secondary non-tertiargagitun - levels 3-4 5 5
?r)(()m 1991) | Tertiary education - levels 5-6
Pre-primary, primary and lower secondary educatiewels 0-2 16 16 16
Spain Upper secondary and post-secondary non-tertiargadidun - levels 3-4 9 9 8
Tertiary education - levels 5-6 4 4 4
Pre-primary, primary and lower secondary educatiewels 0-2 7 8 8
France Upper secondary and post-secondary non-tertiargagm - levels 3-4 5 6 6
Tertiary education - levels 5-6 3 2 3
Pre-primary, primary and lower secondary educatiewels 0-2 15 14 15
Italy Upper secondary and post-secondary non-tertiargadidun - levels 3-4 6 6 7
Tertiary education - levels 5-6 3 3 3
_ Pre-primary, primary and lower secondary educatiewels 0-2 ; 15 13
Emé%%m Upper secondary and post-secondary non-tertiargagn - levels 3-4 8 8
Tertiary education - levels 5-6 : 5 4

Source: calculation by the authors on EUROSTADBSsite data.

The connection between poverty risk and educageellis very strong in lItaly, as too in other
European countries such as Spain and UK. In Germaad in France the divides appear much
smaller in relation to the level of education.

3.3.8 Young working adults.

Moreover, young working adults condition makes ¢aening questiorworse: according to IRES
surveys, an apprentice aged between 15 and 24 aaraserage of 735/740 net euro a month; a
short-term contract worker aged between 15 andaBdsean average of 770 net euro a month; a
€0.C0.pro, or a co.co.co (“quasi subordinate”, fallynself-employed — see § 3.4.8.1.6) worker aged
between 15 and 34 earns an average of 900 nepeuroonth. Between quasi subordinate workers,
the youngest are the ones who get paid less: salander 800 euros a month are very common in
workers aged 17-24 (56%), while workers aged 24¢&®rally earn 800-1000 euro salaries.

3.4 The labour market
3.4.1 The state of employment

After the recession of early ‘90s had determineitiss of 1,2 millions of jobs, one of the resolts
the July 1993 agreement (and of the subsequeatrtitgp agreements of 1996 and 1998) was the
improvement of the employment rate. Notwithstanding modest growth rate of the economy
between 1995 and 2006, thanks to the wage moderaid to the effect of the mentioned Treu and
Biagi laws, which implemented labour market flektlpj employment has picked up.
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Table 22. Italy. Total economy. Growth, employmentand effective labour productivity.
Average composite mean rates of growth 1982-2006iéentage values

1983-1992 1993-1995 1993-2006
GDP at constant prices 2.5 1.4 1.3
GDP deflators 8.1 4.1 3.0
Salaried Employment (ULA) 0.5 -1.3 0.6
Total Employment (ULA) 0.6 -1.4 0.4
PIL per ULA at constant prices 1.9 2.8 1.0

Source: calculations by the authors on ISTAT ItalNational Accounts data.

On the whole, employment has increased from th®& 1@®ing point to 2006 by 2.9 million units.
3.4.2 The rates of activity and of employment increase they remain low?®

Since 2000 the GDP and employment have both grdwheaaverage rate of slightly less than a
percentage point per year, while in EUM employmiea$ grown by an average of 0.9% yearly,
opposite an increase of the GDP of about 6%

Figure 4— Employment rates (ages 15-64) in Italynithe EU, and in the principal Eu countries
— Years 1996-2006 (second quarter data)
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Source: ISTAT, Rapporto annuale 2006, Eurostat,datiaictural Indicators
(a) Reconstructed series.
(b) First quarter

Despite ten years of employment growth rates altbgeEuropean average, the rate of the active
population remains low when compared to major Eeaopcountries: 63% of the population aged
15 and 64, compared to 72% in EU-15; the same i&tpof disparity registered in 1996, when the
incidence of the active population was only 59%.

3 Data drawn from the ISTAT annual repd®gpporto Annual@006 Cap. 4.
39 |STAT, Rapporto Annuale 200€ap. 4.
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The most significant quota of the increase in ttigva population is due to the growth of female
participation in the labour market. Nonetheless, rist of Europe has, in the last decade, made just
as ample progress, hence a situation of dispaiityesmains. As in many other issues, this is also
due to the negative impact of the South.

The role played byregular work must also be taken into account, a share of whiemployment

in multiple jobs (the typically undeclarescond job — adds input to the productive system but
does not modify the commonly calculated employmatd®. Other components of irregular work
add instead to the employment rate. Also in taise¢ the incidence afegular work, is double in
South Italy than in North.

Despite the increase by 7 points of the rate ofleynpent in the last ten years, Italy still has the
lowest (58.9%) among the major European countaied,in respect to both the EU-15 average and
(65.9%) and the EU25 one (64.6%).

Table 23. Activity and Employment rates. 1996 and@6

Activity Rate Employment Rate
1996 2006 1996 2006
Males | Femaled  Total Male§ Females  Total Males  Resrlal Total Males | Females  Tota
Italy
15-24 y. (a) 43.5 34.0 40.2 38.6 26.2 32.5 1.73 23.2 27.6 31.6 19.7 25.8
25-54y. 90.4 54.3 72.4 91.9 64.7 78.3 84.3 475 65.8 87.8 59.8 73.8
55-64y. 45.1 14.9 29.4 44.9 22.8 33.5 43.] 14.1 28.0 43.8 22.2 32.7
15-64 y. (a) 73.4 43.1 58.8 75.1 51.0 63.0 6.06 38.2 52.1 71.1 46.7 58.9
France (b)
15-24 y. 38.2 33.1 35.6 41.1 32.3 36.8 28.6 231 25.8 32.8 24.8 28.8
25-54y. 95.3 78.0 86.6 93.3 80.4 86.8 86.4 67.8 77.1 87.0 73.6 80.2
55-64 y. 36.7 27.7 32.1 43.2 37.4 40.2) 33.7 255 29.4 40.6 35.1 37.8
15-64 y. 75.3 61.2 68.1 74.6 63.8 69.1 672 523 59.6 68.5 57.7 63.0
Germany
15-24 y. 53.6 47.1 50.4 51.9 46.4 49.2) 48.0  43.0 45.5 44.4 40.7 42.6
25-54y. 92.9 73.7 83.5 93.8 80.4 87.1 86.] 67.0 76.7 84.6 72.9 78.8
55-64 y. 54.5 33.1 43.7 63.9 46.2 55.0 478 282 37.9 56.5 40.1 48.3
15-64 y. 79.3 61.3 70.4 81.0 68.3 74.7 721 554 64.1 72.5 61.4 67.0
United Kingdom
15-24 y. 68.8 60.3 64.7 62.5 58.4 60.5 56.4 534 55.0 52.8 51.6 52.2
25-54 y. 92.1 74.6 83.4 91.6 77.9 84.6 84.4 70.3 77.5 87.8 74.8 81.2
55-64 y. 63.0 40.2 51.4 68.3 50.1 59.0 57.0 388 47.8 66.0 48.9 57.3
15-64y. 83.3 66.6 75.0 81.7 69.2 75.4 75.] 62.3 68.8 77.0 65.8 71.3
Spain
15-24y. 44.0 37.2 40.6 51.7 44.5 48.2) 27. 19.3 23.6 43.8 34.7 39.4
25-54 y. 92.9 57.2 75.1 92.6 71.1 82.0 78. 41.9 60.4 87.6 63.6 75.8
55-64 y. 56.4 20.1 37.6 63.6 30.7 46.7] 501 176 33.2 60.5 28.6 44.1
15-64y. 75.9 46.7 61.3 81.2 60.1 70.8 62.5 32.8 47.6 76.0 53.2 64.7
EU15
15-24y. 50.3 43.2 46.8 50.5 43.8 47.2) 40. 33.3 36.7 42.7 36.7 39.7
25-54 y. 92.7 69.3 81.1 92.8 76.2 84.5 852 617 73.5 87.1 70.4 78.8
55-64 y. 51.5 28.2 39.6 57.6 39.1 48.2) 47.0 257 36.1 54.2 36.6 45.2
15-64y. 77.8 57.3 67.6 79.1 63.9 71.5 70. 50.2 60.2 73.4 58.5 65.9

(a) Reconstructed data. (b) Data from the first gea
Source: ISTAT, Rapporto Annuale 2006, Roma 20 (fEurostat data - Structural indicators).

3.4.2.1 The decrease in the rate of unemployment

Between 1998 and 2006, the rate of unemploymemtréglidly and constantly by about 4.5
percentage points, without suffering the reversahis trend experienced by other countries in the
early decade. In 2006 the rate of unemploymentailwas below the three other major countries of
the Euro area and below both the EU-15 and the Elv2Bages. This certainly positive result was
determined largely by the increase in the quotthefemployed population, which is greater than
that registered elsewhere.

40|STAT, ibidem
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3.4.2.2 The role of younq adults in the labour market.

In Italy, between 1996 and 2006, the presence ohgadults in the labour market has decreased
by almost 8 percentage points, six of which areceatrated in the second half of the decade
considered. The rate of employment has also desulelag two points. In 2006 both the rates of

activity and of employment turn out to be substhtilower (by about 15 percentage points) when

compared to the EU-15 average and to the valueSpain and Germany (Table 23).

The drop in the rate of activity, due to the tergdeto delay entry in the labour market, is the majo
determinant of the reduction of the rate of unemplent among young adults, which in ltaly fell
from above 30% in 1996 to about 20% in 2006 (T&kle The drop in the rate of activity has
concerned both men and, to a greater extent, worhepercentage points for the former, 8
percentage points for the latter between 1996 &06.2

Table 24— Rates of unemployment in Italy by gendesind age group — 1996 e 2006 (data from
the second quarter seasonally adjusted)

1996 2006
Males Females Total Males Females Total
15-24 26.9 36.9 31.4 18.1 24.1 20.5
25 + 6.3 11.4 8.2 4.3 7.6 5.6
15-64 8.8 15.4 11.3 5.4 8.9 6.8

Source: ISTAT, Rapporto Annuale 2006 (based ondfatrdata - Structural indicators)

The postponement of entry in the labour marketaterlin the life cycle, may in fact reflect
discouragement due to the difficulties young adfiitd on attempting to enter the labour market,
especially in certain areas of Italy.

Activity rates decrease sharply with the increas&mily instruction, with levels of 16% where a
family member has a higher education: a higherl le/&amily schooling encourages a young adult
to choose a longer educational objective.

Concerning the presence in the labour market ofathdt “core” segment of the population, the
2006 situation shows values for EU-15 (25-54) #gtivate of 84.5 %, and 78.8% for the
employment rate. Italy, notwithstanding a significamprovement, still lags behind by 6.2
percentage points for the first indicator and lpofnts for the second.

The increase in participation and in employmenrg tes concerned mainly the female population.
The total activity rate for 24-54 has increasedanfrtd96 to 2006 by 8 percentage points; the rate of
employment by nearly 6 point, with a performancdl aieove the EU-15 average. In the 55-64 age
group, instead, the Italian growth of the activétyd of the employment rate has been greatly
outpaced by the EU 15 one. The level of activite iia this class is nearly 15 point below the EU-

15 average and the level of employment rate indlaiss is 12.5 point below the EU-15 average.
The difference are particularly strident for thentde segment of the mature population.

3.4.3 Female participation in the labour market and patime jobs

In Italy in 2006 the rate of female activity wasuagjto 51% with a distance of 13 percentage points
from the rest of the EU-15 countries.

This holds true for all phases of working life: fages 15-24, rates of activity and employment are
lower in ltaly by 17-18 percentage points compaedhe European average; for ages 25-54 the
difference is of 12 points for activity and abou@ doints for employment; for pre-retirement ages
(55-64) numbers are substantially the same.

Despite persisting negative differentials, howevkee, overall rate of employment has risen in the
last decade: female employment has risen by alBpsrcentage points, and male employment by
almost 5. In the same period, of the 2.7 milliobgancrease registered for total employment about
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62% concerned women, and female employment hasnglgn2% a year, more than double the
figure of male employment.

The female employment rate for the South is abd’b 3or 2006, about 15% lower than the
domestic average; on the other hand, between 18®@@06 it has increased only by 5 percentage
points, compared to the 10 of the Centre-North.

Table 23 shows that younger women have more diffesuaccessing jobs.

The rate of female unemployment in Italy is onlyf fepercentage point higher than the EU-15
2006 average.

In the last decade, the comprehensive growth ofigjzation determined a contraction of one
million units of the inactivity rate of the femaleorking-age population (15-64). Nonetheless, in
2006 the incidence of inactive women of working,agigh a value of almost 49%, is almost double
that of the men.

All'in all, female participation is still influenceby family duties which, in Italy more than in eth
European countries, appear as an important obstaeletry and permanence in the labour market.
The asymmetrical distribution of the housekeepirggknloads, the inadequate supply of children
oriented services, and welfare system which does not adequately sustain famike @nd
assistance, represent critical elements in thenmloog of work and family needs.

In the decade between 1996 and 2006 female pagtd¢imployees have grown by more than 71%
(compared to the increase of 9% of males), themlyer went from 20% to 26% of the total of
employed women. The increase is concentrated imgleegroups where women face the necessity
of combining paid jobs with family needs; so muoh that the majority resorts to part-time jobs so
as to be able to take care of their children.

Once again the difference of the South standsvoarking mothers register only 38% (compared to
63% in the Centre and 72% in the North-East). phidably indicates that in the South women are
more exposed to risks and difficulties, larger fieasi greater housekeeping loads, less servicés, an
less offers of part-time jobs, as well as a, traddlly, more asymmetrical division of roles.

Within the inactive segment, we can identify twdgroups: people who do not look for, and are
not available for, work; and those who show diffédr&eombinations of job searching and
availability, showing a degree of inclination torfp@pation. This area of inactivity, commonly
known as thegrey area includes 2.6 million working people (15-64), ai&l concentrated
prevalently in the South: women are more than lllfom of these.

3.4.4 Unpaid works and work-family reconciliation issués a gender perspective

Women living in couple and without children dedeatverall to work (paid and unpaid) 1h14’
more than men, but such a gap reaches 1h36’ wiggrhive children, as mothers dedicate overall
9h22’ to work and fathers 7h46’. Part-time seemeraedy to a point. Despite the fact that part-
time jobs do help reconcile the times, they doreatly help reduce the total work time. A reduced
paid work time indeed entails an increase of alregsial entity in the housework and care activities
time. Consequently, the differences in the totatkaad based on the different working hours
system are not particularly significant: women whark part-time have only 34 minutes more of
total free time from work than those who work ftithe. In other words, even for part-time female
workers, work remains the main activity. Paid walsimply substituted by household work while
the recovery of free time is still contained.
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Figure 5. Italy Time for total work (paid and unpaid) of employed people living as partners in
couple with children by gender and type of day
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Source: Maria Clelia Romano & Rita RanaldiRaid and unpaid work: perspectives for analysidbbal Forum on
Gender Statistics Rome, 10-12 December 2007 (basedta from Istat, Time Use Survey 2002-2003)

In brief, the picture that emerges when considetiregdata relative to paid work is only partial and
does not enhance the effective workload that weighan Italian women. When considering the
overall working time (paid and non-paid), the ddifg of women results much more conditioned
compared to that of men. In particular, the strgagder gap in terms of family workload leads men
and women to organise differently their other liflmes. Such differences in family workload,

which already develop in childhood and adolescemmease in adult life and persist all through
the more advanced ages, thereby affecting the wirgkmnisation of daily life.

As one can see from such a picture, the traditioplal division has persisted: men invest more in
paid work and women take care of most of the hoalglelvork, even when they have entered the
labour market and must deal with a work overload th difficult to manage.

Anyway, with such a work overload, unsurprisingl$8,3% of inactive women justify their
condition exclusively with family reasons. Very @it family reasons are indicated also by non-
employed women who have stopped working (32.7%heftotal). Anyway, the necessity to take
care of the children is the most frequent reasomnfactivity or for leaving the labour market given
by Italian women from all generations, young arss lgound*

“L|STAT, Italian Labour Forces Survey, figures risfatto 2005.
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Figure 6. Time devoted by coupled women with childen to (paid and unpaid) work by type of
work and working hour system on an average day
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Source: Maria Clelia Romano & Rita RanaldiP&aid and unpaid work: perspectives for analységiobal Forum on
Gender Statistics Rome, 10-12 December 2007 (basedta from Istat, Time Use Survey 2002-2003)

Table 25. Main childcare-related reasons given by awople for not working or not working
more. Women between 20 and 49 years. Year 2005

Lack of Lack of Lack of Childcare | Available Other Not applicable No
childcare | childcare | childcare | services | childcare | reason not (the responderit answer
services | services af  services are too services linked does not wish
during the| special | during the | expensive| are notof| with the to work or
day times day or at sufficient | lack of | work more and
special quality suitable | reduce the time
times childcare for caring
services | about children
up to 14 and/o
has no care
responsibility)
European Union (15 countries)
Total population 0.4 0.1 0.2 0.8 0.1 4.5 93.5 0.3
Active population 0.2 0.1 0.1 0.5 : 3.8 94.9 0.3
Employment 0.1 : : 0.3 2.1 97.2 0.2
Unemployment 1.0 2.5 21.3 72.5 1.1
Inactive population 1.0 1.8 6.5 89.4 0.3
Italy
Total population 1.4 0.9 0.1 5.6 91.8 0.1
Active population 0.7 0.5 0.0 3.7 95.0 :
Employment 0.4 0.3 : 1.9 97.3
Unemployment 3.5 2.1 : 18.6 75.2 :
Inactive population 2.6 1.6 0.2 8.9 86.4 0.2

Source: calculation by the authors on EUROSTATsitellata.
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The lack of childcare services appears to play a bigger mldtaly compared to EU-15 in
explaining lower women working hours in the 20-49.ypopulation group. That is especially true
for unemployed and inactive women.

3.4.5 Working hours

Looking at the period between 1995 and 2006, thebau of weekly hours usually worked on the

main job progressively diminishes by about one hgamg from 39.4 hrs/wk to 38.5 hrs/wk. The

drop is due, in full, to the female component ofpesgment, which not only shows a lower amount
of hours usually worked, but also shorter actuatkimg hours, as well as being a quota that is on
the rise. Nonetheless, this tendency cannot berowed for full-time workers, both subordinate and

non. These saw their usual working hours increasie 2004-5, and stabilize in the last few years.
This applies to both the male and female compor@ohversely, the average part-time working
hours for the male component is falling; usual vimgkhours for non-subordinate part-time female
workers also decrease noticeably.

Table 26. Average number of_usualveekly hours of work in main job, by sex, professinal
status, full-time/part-time and economic activity

Year Total Full-time Part-time
Total Males Females Total Males Females Total alel! Females
1995 394 41.3 35.9 40.4 41.7 37.9 24.6 29.2 22.7
1996 39.5 41.5 36.0 40.6 41.9 38.0 24.6 29.0 22.7
s 1997 39.4 41.4 35.6 40.5 41.9 37.8 23.8 27.7 22.2
g 1998 39.4 41.4 35.7 40.6 41.9 37.9 24.1 27.9 22.4
2 1999 39.2 41.3 35.4 40.5 41.9 37.9 23.4 26.7 221
= 2000 39.1 41.3 35.4 40.6 41.9 38.0 24.0 27.2 22.8
% 2001 39.1 41.3 35.3 40.6 41.9 38.0 23.9 27.3 22.7
I 2002 39.1 41.4 35.3 40.5 41.9 37.8 23.9 27.7 22.6
2 2003 39.0 41.4 35.2 40.5 41.9 37.9 23.3 26.3 22.4
2004 38.8 41.8 34.2 41.4 42.8 38.6 20.7 20.3 20.8
2005 38.6 41.6 34.1 41.2 42.6 38.4 21.1 20.6 21.3
2006 38.5 41.5 34.0 41.1 42.5 38.5 21.4 21.3 215
1995 37.6 395 345 38.5 39.7 36.2 24.5 30.6 225
1996 37.6 395 34.6 38.5 39.8 36.3 24.5 30.0 22.6
1997 37.4 39.4 34.2 38.5 39.7 36.1 23.7 28.2 22.2
" 1998 37.4 39.4 34.2 38.5 39.7 36.3 23.8 28.1 22.3
8 1999 37.2 39.3 34.0 38.5 39.7 36.3 23.2 26.6 22.2
3 2000 37.2 39.3 34.1 38.6 39.8 36.5 24.0 27.8 22.8
E— 2001 37.1 39.3 33.9 38.5 39.8 36.4 23.6 27.6 225
| 2002 37.2 39.4 34.0 38.5 39.8 36.4 23.8 28.0 22.6
2003 37.2 395 34.0 38.6 39.9 36.5 23.4 26.8 225
2004 37.0 39.9 33.1 39.2 40.6 36.9 21.3 21.0 21.3
2005 37.0 39.8 33.1 39.2 40.5 37.0 21.7 215 21.7
2006 37.0 39.8 33.1 39.3 40.6 37.1 22.0 221 21.9
1995 43.8 45.3 40.1 45.4 46.1 43.3 24.8 275 23.1
1996 44.2 45.7 40.5 45.6 46.4 43.4 24.8 275 22.9
1997 441 457 40.2 457 46.5 43.3 24.2 26.9 22.3
a 1998 44.3 45.8 40.5 457 46.5 43.4 24.8 27.6 22.9
% 1999 441 457 40.1 457 46.5 435 23.8 26.8 21.9
= 2000 43.9 45.6 39.8 45.6 46.4 43.2 24.1 26.1 22.9
% 2001 44.1 45.7 40.1 457 46.5 435 24.7 26.9 23.4
° 2002 441 457 40.1 45.6 46.5 43.2 24.3 27.1 225
z 2003 43.9 45.6 39.9 45.4 46.3 43.2 229 25.1 21.7
2004 437 46.3 38.3 47.3 48.2 45.1 19.0 19.4 18.9
2005 43.6 46.1 37.9 46.9 47.7 44.4 19.3 19.2 19.4
2006 43.2 45.7 37.6 46.5 47.4 44.0 19.7 20.1 19.5

Source; calculation by the authors on the basiEWUROSTAT website data.

An examination of the actual weekly working-hounews a difference from the usual ones. While
the drop in total average worked hours is confirndatta does not reflect the increasing trend for

44



hours worked by full-time workers, which are chaeaised by strong oscillations from one year to
the next (usual working hours vary much less fraaryto year). The drop in worked hours in male
part-time jobs is also confirmed.

Table 27. Average number of_actualweekly hours of work in main job, by gender,
professional status, full-time/part-time

Year Total Full-time Part-time
Total Males Females Total Males Females Tqtal alels! Females
1995 39.3 41.3 355 40.3 41.7 37.6 23l4 27.8 21.7
1996 38.7 40.8 34.9 39.8 41.2 36.8 23|3 27.3 21.6
2 1997 39.2 41.3 35.4 40.4 41.8 37.5 229 25,8 21.7
g 1998 39.2 41.4 35.3 40.5 41.9 37.6 231 26,5 21.7
2 1999 39.1 41.3 35.2 40.5 41.8 37.7 229 259 21.7
= 2000 39.1 41.3 35.2 40.6 41.9 37.8 23l4 264 22.3
% 2001 39.2 41.5 35.2 40.7 42.1 38.0 23|5 264 22.4
I 2002 35.7 38.0 31.9 37.0 38.4 34.3 2114 24,8 20.2
2 2003 38.9 41.3 35.0 40.4 41.8 37.7 22|8 255 22.0
2004 38.4 41.4 33.7 41.0 42.4 38.0 20{4 198 20.6
2005 38.1 41.0 335 40.6 41.9 37.9 207 204 20.8
2006 37.9 40.8 33.4 40.4 41.7 37.7 216 215 21.6
1995 37.5 39.5 34.2 38.4 39.7 35.9 23|5 29.3 215
1996 36.8 38.9 33.4 37.7 39.1 35.0 23|2 28,2 215
1997 37.3 39.4 34.0 38.4 39.7 35.9 229 26.3 21.7
" 1998 37.3 39.4 33.9 38.4 39.8 36.0 230 26.9 21.7
3 1999 37.3 39.4 33.9 38.5 39.8 36.1 22|8 25,9 21.9
3 2000 37.2 39.4 34.0 38.6 39.8 36.4 23|5 26,9 22.4
E— 2001 37.3 39.6 33.9 38.8 40.0 36.5 23|3 26.8 22.3
| 2002 33.8 36.0 30.5 35.0 36.4 32.7 2114 25,6 20.2
2003 37.1 39.4 33.8 38.5 39.8 36.3 231 261 22.3
2004 36.7 39.7 32.6 38.9 40.4 36.3 2111 20,8 21.1
2005 36.5 39.3 325 38.7 40.0 36.4 2114 215 21.3
2006 36.4 39.2 325 38.6 39.9 36.3 222 22.3 22.2
1995 43.6 45.2 39.8 45.2 45.9 43.0 23l4 257 22.0
1996 435 44.9 40.0 44.9 45.6 42.9 235 25.8 22.0
1997 44.0 45.6 39.9 455 46.4 43.1 23|0 25/1 21.5
a 1998 44,2 45.8 40.2 45.6 46.5 43.2 23|2 256 21.7
% 1999 43.9 45,5 39.8 455 46.3 43.1 229 25,8 21.3
= 2000 43.9 45.6 39.6 455 46.3 43.1 231 25/4 21.7
% 2001 443 45.9 40.2 45.9 46.6 43.6 239 25,6 22.9
° 2002 41.0 42.3 37.5 42.3 43.0 40.4 2114 23,2 20.2
z 2003 43.8 45,5 39.7 45.3 46.1 43.1 21i8 239 20.7
2004 42.7 45.1 37.4 46.2 47.0 44.1 18(7 186 18.8
2005 42.4 44.8 37.0 45.6 46.4 43.2 18(7 187 18.6
2006 42.1 44.5 36.7 45.2 46.0 42.8 19(6 20.3 19.3

Source: calculation by the authors on the ba$§iEWROSTAT website data.

The decrease in average worked hours (both fulk-tmd part-time) can also be explained by the
increase of the incidence of part-time jobs. Altijouin Italy, these remains well below the EU-15
average, their rate has doubled in the years bet@®85 and 2004 essentially because of the
increase of female-part time workers.
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Table 28. Part-time employment as a percentage ohe total employment per gender - 15
years and over (%)

1995 | 1996 | 1997] 1998 1999 2000 2001  20p2 2303 2002005 | 2006
European Union (15 countries)
Total 16.0 16.3 16.9 17.3 17.7 17.9 18.p 18]2 18.619.5 20.3 20.7
Males 5.2 5.5 5.8 6.1 6.1 6.3 6.3 6.4 6.8 7.0 717 18
Females| 31.3 31.6 32.4 33.4 33.4 33/6 336 334 9 3B.352 36.1 36.6
Italy

Total 6.6 6.6 7.0 7.4 7.9 8.8 9.1 8.6 8.4 12[7 12.8 13.3
Males 3.0 3.1 33 35 34 3.9 3.8 3.7 3.8 4.p 46 .7 4
Females| 13.1 13.0 13.9 14.4 15.7 174 17.8 16.7 2 17. 24.8 25.6 26.5

Source: calculation by the authors on the basiEWROSTAT website data.

As mentioned above, working hours in Italy decrdasgghtly. However, internal flexibility within
firms can be pursued with many means. During tf#4&9thanks to decentralised bargaining, many
different practices in working time arrangementgehbecome common. Recurrent working hours
schemes were widely adopted (e.g. increasing wgrkime during production peaks and lowering
it in the rest of the year). However, the shift warcidence has scaled back in more recent years.
Figuresshowsthat shift work relevance is higher in ltaly thdre tEU-15 average, demonstrating
that organisational flexibility is also widespreaong Italian firms.

Table 29. Employees working on shift work as a peentage of total employees, EU-15

1995 | 1996 | 1997] 1998 1999 200p 2041 2002  2do3 2002005 | 2006

European Union (15 countries)

Total 12.2 12.7 13 134 14.1 14.5 17.4 16)1 161 715 149 15.2

Males 13.8 14.2 14.6 14.8 15.5 16 19 18/1 18.1 17.316.6 16.7

Femaleg 10.2 10.8 11 11.7 12.4 12.6 154 13.7 138 13.8 13 135
Italy

Total 17.9 18 18.3 18.6 18.9 18.3 21 218 21}6 18.6 18.3 17.8

Males 19.6 19.8 20 20.2 20.6 19.7 22.8 24|1 238 719 19.6 18.7

Femaleg 15.2 151 155 16.1 16.3 16.2 18.% 186 18{4 17 6 16. 16.6

Source: calculation by the authors on the basiEWROSTAT website data.

3.4.6 Scholastic dispersion

In 2006 in Italy, the incidence of school drop-qutseasured through a statistical survey of the
labour force, is equal to 21% (6 points above th@¥average). Italy placed itself fourth to last in
the member countries classification, ahead of &mgin, Portugal and Malta. The number of male
drop-outs (24%) is greater than the female one 1 Hére too, the negative differential for the
South shows up: in Campania, Puglia, Sicilia andd&ma more than a fourth of the young
population leaves school with, at most, the juhigh-school degredi¢enza media inferiofg and
almost 90% of drop-outs come from families where teferent parent has at most, the so-called
compulsory degrees¢uola dell’'obbligd?), is a manual labourer, an unskilled worker or is
unemployed (this features can easily overlappiBgdpping out of school corresponds to entry in
the labour market for 80% of the males, and totiagyg for more than half of the females.

“2 Since the “Riforma Gentile” of 1923 pupils haveatbend school till the age of fourteen, Howevesr tompulsory
junior high-school degree became effective from 1863 reform. The Prodi government was committedh
elevation of compulsory education to age sixteen.
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3.4.7 Hourly flexibility *®

In the second quarter of 2004 about a third ofdtaemployees worlexitime* (that is: they have
flexible entry/exit hours), with an increase of ab& points compared to 2001, with an ample
diffusion of a flexible starting time, but with &id work day (exit time is determined by entry
time). Only in slightly more than 5% of the casae the working hours determined each time on
the basis of individual agreements between emplagdremployee. Thiegour countor hour bank—
which determines a weekly or monthly average ofkmmy hours, allows to manage the specific
daily working hours through an hour tab — involeety a mere 1.4% of employees.

These figures appear rather surprising if we carsildat national contracts do allow for both the
hour bankproper (in which part of the extra-time hours t@naccumulated and then recovered as
individual leaves), ananultiple-week flexibility(in which weeks with longer than normal work-
hours, and weeks with shorter than normal work-booray be scheduled in advance). An analysis
of company bargainintj,which in Italy covers almost 40% of employees ¥qte companies with
more than 10 employees, and about 50-60% empla@femsnpanies with more than 50 employees,
reveals that a substantial part of the collectiygeaments at company level deal with working-time
flexibility.

Flexible Working hours represent the second mesjuent bargaining item in all sectors for almost
70% of enterprises who bargain at company levele Tiost relevant phenomena concern:
flexibility of working hours through yearly calenddargaining; the introduction of flexible
working hours scheduled over a period of severaksgthe introduction of thieour bank(also as

a mean to check on and reduce over-time); incrieggiant activity through the introduction of new
shifts (night-shift, Saturday, Sunday, etc.). Iisthrea there have been interesting experiences in
reducing of working hours. An important aspect peeslly in the metal-works sector — is the
achievement of additional leaves (both paid ang far family reasons (births, deaths, and family
care-giving) and for specialized doctor appointragmtith payment of the hours necessary for the
visit and, sometimes, for transportation time), amdn of additional unpaid temporary leaves both
for medical therapies and to assist family memlfersldren or parents). The most interesting
experiments move towards: the transformation agditerm contract work into cyclical, vertical, or
horizontal, open-ended reduced-time contracts -easlty where fixed-term contract work is
already necessary on a cyclical and repetitiveshéseé guarantee that workers already hired with a
fixed term contract have precedence in future ogaated contract hiring. Conversely, agreements
on reduced time are in response to workers (edpewramen) who request to change their full-
time jobs into reduced time ones so as to be abdepe with the needs of their lives and families.

A small number of employees work on an on-call drdgis (2.7%), these are mainly: field hands,
hand labourers, irregular waiters in hotels andargants. On-call jobs are extremely relevant in
agriculture (34.1%), but is also quite common imspeal services (7.4%) and in constructions
(6.1%)

Part-time jobs involve only 12.5% of employees ibuises above 24% in the female sample: about
three-quarters of which are horizontal part-timbsjoand only about 20% are vertical (working-
time concentrated into a few days a week)

“3 Data for this subsection are mainly taken fromAST Statistiche in brevef 29/12/05,Flessibilita dell'orario e
organizzazione del lavor@nd are the result of a specific survey on agjpiontracts and working hours, in the ISTAT
Rilevazione sulle forze di lavgra004, second quarter.

* It is important to keep in mind that actual workealrs in Italy were 38.1 (41 for men, 33.5 for wam40.6 for full-

time jobs, 20.7 for part-time jobs; 36.5 for subpnate workers, 42.2 for independent ones), Istap@®rto annuale,
2006. The worked hours per year, in Italy, wereSt&hout 8% more than the EU-15 average, 10% rhare Erance,
and 15% more than Germany.

> Cnel,Rapporto su lineamenti della contrattazione azaadnel periodo 1998-200630 novembre 2007
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Table 30. Types of employees by sector of econoraictivity and work-time characteristics. |l
guarter 2004 (incidence percentages on the total @mployees; absolute values expressed in

thousands)
Industry
WORKING HOURS Agriculture (excluding Construction Services Total
Construction)
Provided
distribution to social personal total
enterprises|
FLEXIBILITY OF WORKING HOURS
Daily with inflexible
hours, flexible start and 19.7 18.8 20.6 225 28.6 21.1 21.0 22.7 21]
finish
Personal account of
working hours 0.6 0.8 0.6 1.2 1.6 2.7 0.6 1.8 1.4
Personal agreement 17.6 2.6 8.2 5.9 4.6 216 16. 5 5 5.2
Total flexibility 5.7 15 2.0 3.1 2.4 3.2 3.6 3.1 2.7
Other type of flexibility 4.0 15 1.6 2.1 1.9 1.9 2.4 2.0 1.9
Unaware 2.0 0.8 1.8 1.3 0.8 1.1 14 1.7 1.]
Eﬁg'e total working 49.6 26.1 34.7 36.1 39.8 32.5 45.0 36.3 33,
Job-on-call 34.1 1.1 6.1 1.6 1.2 0.7 7.4 1.9 2.1
PART-TIME
Egg?’sreduced working 55 47 34 11.3 16.7 73 23.1 11.9 9.2
Half-day less every 0.0 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.1
working week
Only a few days during 3.4 0.4 0.9 1.6 1.3 1.6 6.1 2.1 1.6
the week
Only a few days during
the week with reduced 0.7 0.1 0.2 0.6 0.4 0.6 5.1 11 0.8
daily working hours
Alternate weeks 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0 0.
Other type of part-time 1.0 0.2 0.2 0.6 0.7 0.5 9 1. 0.7 0.6
Unaware 0.2 0.0 0.1 0.1 0.1 0.1 0.3 0.1 0.1
Total 10.8 5.5 4.8 14.3 19.4 10.4 36.7 16.2 12
SHIFT WORK
4 shifts 0.2 2.3 0.4 3.6 15 6.2 2.0 4.2 3.3
3 shifts 0.9 7.2 0.4 3.5 1.7 5.7 3.0 4.1 4.6
2 shifts. 1.7 8.7 0.7 8.6 3.2 9.2 8.7 8.0 75
mornings/afternoons
2 shifts, 0.0 1.2 0.1 0.6 0.3 0.9 1.7 0.8 0.9
mornings/nights
Other type of shifts 0.4 0.7 0.4 2.6 1.0 3.3 2.9 2.7 1.9
Unaware 0.1 0.2 0.1 0.3 0.4 0.5 0.6 04 0.3
Total 3.2 20.2 2.1 19.3 8.1 25.8 19.0 20.2 18,
ATYPICAL WORKING HOURS
Atleast one form of 56.1 38.0 27.0 63.0 29.2 54.1 72.3 54.5 48,
atypical working hours
Evening work 5.6 21.4 4.3 21.7 14.3 24.1 35.5 23]1 21.0
Night work 4.3 11.7 2.1 10.7 55 17.6 21.2 14.0 412
\é\\’,‘;rsk during holiday 53.2 27.7 25.5 58.0 235 50.7 68.8 50.2 42)
Sunday work 17.9 7.5 3.0 19.8 9.1 23.2 42.8 22|12 16.9
EXTRA-TIME

Fully paid 3.8 10.5 8.5 9.2 7.9 7.4 5.0 7.7 8.4
Paid in part 0.0 0.3 0.1 0.3 0.4 0.6 0.1 0.4 0.4
Entirely unpaid 1.0 15 0.7 2.1 3.6 3.2 1.6 2.9 3 2.
Unaware 1.5 0.7 0.6 0.9 1.0 0.9 0.6 0.9 0.§
Total 6.3 13.0 9.9 12.5 12.9 12.1 7.4 11.8 11,
Total employees 393 4296 1,089 2,814 1,786 4,504 2591 10,363 16,141

Fonte: ISTAT, “Rilevazione sulle forze di lavorcd20.

Shift-organized labour in the second quarter of&200ncerned almost three million employees,
slightly less than 20% of total employees (mostlyindustry and services). 3.3% of employees
working four shifts , often during the week-ends;td.6% working three shifts, and 8.4% two.
There are no significant gender differences.
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In 2004, almost half of employees (about 7.8 millisegularly or irregularly worked evenings,
and/or nights, and or week-ends. Working on Satuhds become quite common and affects about
43% of employees; 20% in the evenings; 17% on Syntia.4% nights. Sunday, evening, and
night shifts are particularly relevant in servic€2.2%), and especially in personal services
(42.8%).

In 2004, almost 2 million employees (about 12%ha total) worked at least one hour over-time;
and according to ISTAT data 365 thousand did nogive compensation for over-time worked,
while another 58 thousand were compensated forpaniyof the hours worketf.

3.4.7.1 Self-Employment

In the second quarter of 2004 self-employed workegse 6.297 million. Of these, 58% is self-
employed proper, 24% are entrepreneurs or membeteeofree professions, 7.7% are quasi-
subordinat€& workers, 9% works in the family business.

Self employed, who work their jobs in complete agtmy of both organization and schedule, are
about 4.6 million, 80% of the total, among these #mtrepreneurs, professionals, and the self-
employed proper; 8% of independent workers musvioboth the instructions and the work shifts
imposed by the client; and 11% must deal with tliemposed restrictions. 130 thousands can
manage their own time within a client-set job. Adl all, the independent workers who do not
benefit from a complete working autonomy are slightore than 1 million.

Only 28.5 % of quasi-subordinate workers can warkomplete freedom. In other cases activity is
conditioned by the client and in 48.4% of thesériegons concern both job organization and time
management.

A further element of weakness of the labour mapetformance of independent workers is the
single-client feature which concerns 12.5% of iretegent workers (against the 19% registered in
the 2001 survey). Of these, 59% are quasi-subdelinarkers, 31% are self-employed proper and
10% are entrepreneurs and professionals. The sifiglet feature is especially high among quasi-
subordinate workers (86.5%).

3.4.8 Contract flexibility and precarious employmefit

During the 1990’s, many European countries reforfadgedur market regulations to contrast the
high levels of unemployment with greater labour kearflexibility. This, also on the basis of the

indications from OECD and from SEO (Strategia Eeapell’Occupazione — European Strategy
for Employment); the latter has strongly influendbe@ labour and employment policies of the
European Union since 1997. In Italy, from the secbalf of the 1990’s new forms of labour

flexibility have been developed (also thanks abowentioned Treu and Biagi laws). In various
cases, these have led to different forms of preaaness tied to the limited time-length of jobs, to
absent or very limited social protections, andhe kack of basic standard workers’ rights (sick-
leave, maternity leave, vacation, etc.).

Flexi-time does not necessarily point to unstabbekaconditions. The survey on the labour forces
indicates that precariousness derives from conflexibility, and is tied to the lack occupational
continuity and income instability. 88% of tempora&amployees (compared to the 55% EU average)
states thatd temporary job was not their intended chdice

46 |STAT, ibidem
47Vedi §.Error! Reference source not found.e nota 50

“8 Data for this subsection is drawn frantagine conoscitiva sulle cause e le dimensiohpdecariato nel mondo del
lavoro Audizione del Presidente dell’lstituto nazionalest@tistica Luigi Buggeri - XI Commissione (LavolPabblico e
Privato) — Camera dei Deputati - Roma, 7 novembBbf62
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3.4.8.1 The different forms of atypical contracts introdddsy the Italian legislation.

The three legislative measures that have introdtioeanajor innovations in contracts in regards to
flexibility and deregulation of the Italian labownarket are: Law 196/97 (the so called “Treu
Package”, that turned the September 1996 agreememtlaw); the 2001 decree n.368; and
Legislative Decree n. 276, preceded by the n. IBZnabling Act (the so called Biagi Law). The
July 2007 agreement and the subsequent Law 243e¢ad the end of the year, have introduced
numerous and significant changes in the existigglegions (see § 4.4.1).

3.4.8.1.1 Fixed term employment contracts, contingent (im¢rvork and staff leasing

The first centre left government of the ‘secondutdjz’ (see 8§ 2) which governed Italy from 1996
to 2001 (with three prime ministers: Mr. Prodi, Nalema, and Mr. Amato) approved the so called
Treu Package (from the name of the then MinistelLabour), Law 196/97, whose principal
innovation was the introduction of contingent otennm work as set out in the first article of the
law: this provided for a contract based on a &ilak plan of contractual relations in which interim
work refers both to the supply contract (commersighieme) between companies, teapplier
company and theclient one, and to the labour contract with which themwing company hires,
with a fixed term or an open-ended contract, theketo Interim workers are formally employed by
the supplying company that has engaged them ansl the&yn. However, while carrying out the
temporary job for which they have been first englged then outsourced, they are subordinate to
the directive, hierarchical and disciplinary powéthe user company.

So as to avoid a fraudulent and distorted use isftyipe of contracts, the law provides a series of
limitations, such as lists of compulsory and fimalses in which the supply contract may be
terminated (those foreseen by the ccnl; temporaage of qualifications not normally included in
the company productivity structure; substitutionafifsentee workers), as well as those cases in
which it is expressly forbidden (low professionalafifications, substitution of striking workers,
recent collective dismissals, or recourse to Cxgeptionally dangerous jobs). For the same
reasons, the law left in force the norm forbidditige intermediation of labour (with penal
sanctions).

The provision was of an experimental nature andgtheernment and the social parts should have
verified the developments of the new contract dfter years. At the same time, the law delegated
the definition of the details (acceptable and ueptable qualifications, the percentage on the total
number of employed, exceptions, times, and unights) to collective bargaining. On April ‘16
1998 Confindustria and the Unions signed a firseagent for the regulation of the interim work
supply contract, where the maximum limit of intergontracts that each enterprise can stipulate
was set at 8% (of the average number of employedjparter); national contracts subsequently
defined the relative contractual specifications.

The 2001 Decree n. 368 on fixed term employees tla@d.egislative Decree n. 276, preceded by
the n. 30/2003 Enabling Act (the so called Biagi),aapproved by the centre right coalition (2001-
2006), introduced radical modifications to theiétallabour market regulations.

The 2001 Decree n. 368 overturned the exceptidraacter of the fixed-term contract, companies
need now comply only with generic “technical, protive, organizational or substitutive reasons”
to make use of it, hence, it is now on par with tmvas previously the standard open-ended full-
time contract, to be exempted from which it wasessary for companies to exhibit specific causal
links. Obviously the law does maintain some limdas: fixed term contracts are forbidden: in
substitution of striking workers, in companies thate dismissed workers in the same positions in
the preceding 6 months, or which have placed ther@ig®; fixed term work contracts have a

4% See below and §. 3.2.3
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maximum duration of three years; and cannot beamrively renewed; the definition of the quota
of temporary contract workers which can be emplagatkferred to the national contracts.

In harmony with decree n. 368, the 2003 legislaidexree n. 276 broadened the base of private
subjects qualified to supply, intermediate, redeaselect, and reallocate personnel. Staff Leasing
Companies take the place of the Interim Agencidmel@ in the Treu Law, and the conceptstdff
leasing supplants that of interim workcixed-termlabour leasing can take place for technical,
productive and organizational reasons “ that cacdmnected to the ordinary activity of thient
company. The set-up of the previous law provided for anceercial relationship between the
supplying agency and the client company and a learal distinct and written — relationship
between the supplying company and the interim workéw everything is centred on the
relationship between the two economic subjects)emtie leased worker receives written notice
only of the conditions and manner of his employnweititin the client company.

Moreover, the new norms on company spin-off (whalow greater fractioning, and the out-

sourcing of parts of the productive cycle to thirakties), and the repealing of Law n. 1369/1960
(which forbade manpower intermediation) and theapesanctions it provided for, must also be
taken into account.

Decree n. 276 also introduced some new types ofiflatontracts.
3.4.8.1.2 On call jobs:

With this contract the worker gives his availalilito carry out discontinuous and intermittent
work according to the needs identified by the adile contracts”; experimentally, it could be
made use of by unemployed workers below age 25ver 45 (those who have the greatest
difficulty finding a job); theOn call jobcontract provides for an “availability bonus” fibve periods

in which the worker is not employed; the instanicesvhich it would have been possible to have
recourse to this type of labour were to be defibgdthe collective national contracts, or, in
substitution, by a directive from the ministry: bob collective contract ever produced the
specifications, nor did the centre right governmssiie any directives.

3.4.8.1.3 Job sharing:
Provides that “two (or more) workers share theetutf one full-time job”;
3.4.8.1.4 Part-time jobs:

The law does away with a series of limitationstfos type of contract: those relative to fixed-term
part-time contracts (that previously could be sepped only through collective bargaining); over-
time is no longer voluntary but is owed to the extestablished in collective bargaining; while
there are less restraints on hourly compensaticneases on overtime.

3.4.8.1.5 Apprenticing:

Decree n. 276 provides for three types of appremgiapprenticeship to attain the right to/duty of
education (from 15 to 18 years of age); profesdining apprenticeship (from 18 to 29 years of
age); apprenticeship to achieve the diploma orotmpiete vocational training (17 to 29 years of

age).
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3.4.8.1.6 Quasi-subordinate Work

Decree n.276 states that “independent contract evstl{co.co.co), the type of quasi subordinate
employment provided for in the preceding legislatimust be traced back to “a project, a program,
or a phase of these” and must have a specifiegemif@able duration, while open-ended co.co.co’s
would no longer be possible. The relationship ispsmded in case of illness, accident, maternity,
with no indemnity benefits. In case of maternitg tielationship is suspended for 180 days. During
the maternity period, the Inps integration bengfit®vided for by art. 64 of the TU on maternity

(Legislative decree n. 151/2001), are supplied.

These regulations have undergone significant mmatifins in the July 2007 agreement and the
subsequent Law n. 247/2007.

3.4.8.2 Fixed-term employees in Italy and other Europeamtoes

Analysis of the state of fixed-term employéem Italy and Europe allows the evaluation of the
degree and place girecarious employmenbn the assumption that, at international leveisi
recognized that the state, and features, of temp@maployees contracts can refer topatéential
universe of possible situationsurfistable working conditiorts

Table 31. Percentage of fixed-term employees owtal employees (*)

Year | Ue25 | Uels | ltaly | Germany | Spain | France
Total

2000 12.6 13.7 12.8 12.7 32.3

2001 12.9 13.5 12.2 12.4 32.0

2002 12.9 13.2 12.3 12.0 32.0

2003 13.0 13.0 12.7 12.2 31.8 12.7
2004 13.6 13.4 11.9 12.4 32.1 12.9
2005 14.2 14.0 12.4 13.8 33.3 13.3
2006 14.9 14.6 13.0 14.2 344 13.7

15-24 years

2000 35.9 39.5 31.5 52.4 68.9

2001 36.9 39.0 29.5 52.1 66.6

2002 37.0 38.2 32.6 514 65.1

2003 37.3 37.9 34.4 53.0 63.9 45.6
2004 38.8 39.0 34.4 55.5 64.8 46.5
2005 40.2 40.3 36.5 57.1 65.3 48.3
2006 42.0 41.9 40.3 56.8 66.6 49.6

(*) Data relative to the second quarter of eachryea

Source: ISTATIndagine conoscitiva sulle cause e le dimensiohipdecariato nel mondo del lavgr&oma 2006 —
Audition of L. Biggieri, President of the Istiblunazionale di statistica (ISTAT). to the Chambibeputies Labour
Commission (from Eurostat data).

*0 Quasi-subordinate work is a relationship that &hdormally be placed in the autonomous work catggand thus
not to be considered within subordinate work. Theeatially subordinate nature of the worker's refeghip with the
customer/employer, however, makes it comparabkubmrdinate labour; not to be considered as subateliworkers
deprives those working with co.co.co. contractsyibih co.co.pro contracts, of the protections &dgtits that are typical
of subordinate labour not only in open-ended catdrdut also in fixed-term ones (unemployment bignefiealth
benefits, vacations; even the protections and ¢iméributions for welfare are different). It is nesisy to find a univocal
English translation for these contractual types:tdrm “independent contract worker” in the USAgesés close. We
have opted to usegliasi subordinate wotkas our heading but when the type of contract adedspecified we will use
“independent contract worker” for co.co.co and &péndent contract project worker” for co.co.pro.

*1 On the basis of data available in the Labour FoRervey.

%2 Biggeri L., op. cit we think it is useful to specify that for “temmaoy employment” we intend the total sum of
temporary employees (fixed terms and other atygicatracts) and quasi-subordinate (formally selplyed) workers
(see Table 33)
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In Italy, the incidence of temporary employmentt@een 12% and 13% for the period considered)
is not far from the EU25 average and is slightlydo than the EU-15 average: comparison with the
major European countries shows values for Italycwhare very similar to those of Germany and
France and to the European average, only Spaisteegisubstantially higher levels (33-34%).

For the period taken in account, young adults tegia sharp increase in the percentage rate
(between 31% and 40%) thus approaching the Europearage, but they remain well below the
values registered for the other countries consdlefemporary contracts have now become the
normal access route to the labour market.

According to the results of the ISTAT Labour Fofgervey Rilevazione sulle Forze di lavoro
between 2000 and 2005, the number of temporaryames in Italy has increased by 95 thousand
units®, going from 1,930,000 units to 2,030,000 unitsb(€a32). Compared to the first part of
2005, the first quarter of 2006 registers a furiherease of temporary employees by 184 thousand
units (Table 33).

Table 32. Fixed-term employees yearly growth by aeeand gender (%)

Italy North Centre South Males Females
2001 -0.7 -1.1 0.0 -0.7 -3.0 1.7
2002 15 2.9 -0.8 11 0.9 2.0
2003 1.2 -6.1 21 9.6 -0.4 3.0
2004 -3.1 -4.0 4.1 -1.7 -6.1 -0.1
2005 6.1 7.8 5.6 4.7 8.8 3.6
I sem. 2006 6.8 7.3 11.4 3.9 6.2 7.3
2001-06 1.9 1.0 2.2 2.7 0.9 2.9

Source: calculation by the authors on data fromSTAT. Indagine conoscitiva sulle cause e le dinoangiel
precariato nel mondo del lavoro, Roma 2006 — Aaditiof L. Biggieri, President of the Istituto i@zale di statistica
(ISTAT). to the Chamber of Deputies Labour Conionis§rom Eurostat data).

Table 32 shows how, between 2000 and 2006 (firseeseer), temporary employees increase most
in the South (with an increase of almost 10% betw2@02 and 2003) and for women. Also the

central regions show a quite substantial incredse,to the rise of the last two years. The North
shows on average a less substantial increasehagpens for men.

3.4.8.2.1 Economic activity sectors and the public sector.

The number of people (Table 33) in temporary empleyt expressed as an absolute value is
especially high (Il semester 2006) in the servieet@ (1.9 million, equal to 12.4% of those
employed in the sector). The highest incidenceseveware in the agricultural sector (24.2% for a
total of 237 thousand employed). In the induss&dtors the temporary employment share is under
10% of total employment. Central and Southern megi@nd women, show on average an higher
temporary employment share.

At a more disaggregate, the share of temporary l@ment is particularly high in “Hotel and
Restaurant” sector (19.7% for a total of 230 thadsamployed), and in “Education, Health, and
other Social Services” (16.6% for a total of 528ukand employed).

%3 This figure reflects the stock increase and it miagrly differs from the flow of new contracts.
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Table 33. Employment by type of occupation, sectoof activity, area and gender. 2006 I
guarter (thousands of unit and percentage quotas)

Permanent Fixed-term Formally self- | Total temporay | Other self- Total
employees employees employed, employment* employed employment
quasi
subordinate
workers

Thousands unit

SECTOR
Agriculture, hunting,
forestry and fishery 231 230 7 237 511 979
Industry excluding
costruction 389 363 62 426 700 5016
Costruction 1010 161 14 175 712 1897
Services 9 669 1 460 438 1898 3728 15 294
AREA
Nord 7 851 894 270 1164 2 824 11 839
Centro 2991 451 147 598 1154 4743
Mezzogiorno 3958 869 104 973 1673 6 605
GENDER
Maschi 8 653 1103 224 1327 4091 14 071
Femmine 6 148 1111 297 1408 1560 9116
Total 14 801 2214 521 2735 5651 23187

% share of total

SECTOR
Agriculture, hunting,
forestry and fishery 23.6 23.5 0.8 24.2 52.2 100.0
Industry excluding
costruction 77.6 7.2 1.2 8.5 14.0 100.0
Costruction 53.2 8.5 0.7 9.2 37.5 100.0
Services 63.2 9.5 2.9 12.4 24.4 100.0
AREA
Nord 66.3 7.6 2.3 9.8 23.9 100.0
Centre 63.1 9.5 3.1 12.6 24.3 100.0
South 59.9 13.2 1.6 14.7 25.3 100.0
GENDER
Males 61.5 7.8 1.6 9.4 29.1 100.0
Females 67.4 12.2 3.3 15.4 17.1 100.0
Total 63.8 9.5 2.2 11.8 24.4 100

(*) The aggregate includes temporary contract emppés, quasi-subordinate workers, free-lance tagkevs.

Source: ISTAT. Indagine conoscitiva sulle cause diinensioni del precariato nel mondo del lavoronfa 2006 —
Audition of L. Biggieri, President of the Istiblunazionale di statistica (ISTAT). to the Chambibeputies Labour
Commission (from Eurostat data).

The importance of flexible contracts in Public Adistration has grown rapidly over the last ten
years. Temporary employment (exluding semi-subatdinvork) share measured in terms of
standard time annual was already 8% in 2001 addbdecame 9.5% in 2004 (about 350 thousands
out of 3.65 million). The compartment with the high level of temporary employment is
notoriously Education, with more than 20% of thitan 2004.
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3.4.8.2.2 Length of contracts and working hours

In 2006, the different forms of temporary contraggistered an average length of 12.8 months for
men and one month more for women. It is notewotttay about 37% of temporary employees has
a contract of six or less months, and that onlg%9can count on a contract of more than 2 years.
The shorter contracts are present especially itrdationally seasonal sectors.

The situation worsens further for women in areks the South, where unemployment rates are
high and employment rates lower. Here, the avelaggh of temporary contracts for women is the

briefest registered (about 10 months), and theaaeenumber of worked hours per week is the
lowest (about 28), confirming the fact that wealne$ the economic system generates greater
inequality between men and women even in the coufggrecarious labour.

Weekly working-hours, for temporaries, averageduado33 in 2006, compared to the average of
38.4 for permanent workers. Average weekly worknogirs for women are 29.7 compared to the
36.4 for men. Women ages 30 to 49 fall to arounti@8@'s per week.

The greater share of temporary employees (27.64teoémployed) is among young adults aged 15-
29 (for a total of 1,112,000, or 40.7% of the tht&émporary employees aged 30 to 39 total 800
thousand; and about the same again are 40 or abengorary employees over 30 represent up to
60% of the total of temporary contract employedghese, almost 30% is aged 30 to 39 and the
remaining 30% is 40 or above. This defines higk-aieas of working instability.

Among young adults, forms of contract flexibilityeaassociated with precariousness especially
when the levels of human capital are low, and fanmtome insufficient: more than 40%, about
400 thousand, of young adults, who are temporaml@ees or quasi-subordinate workers, live in
a family where no other member is employed, oreniployed, has a fixed-term or low level
contract. Of these only 13% has a university degree

Women with temporary employment represent 15.seftbtal of employed women, against 9.4%
of the men. Moreover, if we consider the percentagelence of fixed terms contracts, quasi-
subordinate and occasional workers, women are aldmsle the men. If we consider temporary
employees quasi-subordinate and occasional worliereng young adults, men total 24.4% of the
employed, and women 32.3%. It must be said thas, @specially among young women that the
highest incidence of temporary employment is regest (in the North-East, the Centre and the
South, about 35% of employment).

The incidence of women temporaries, ages 30 tmB8%he total of women workers of the same
age, is double that of the men (and it is more thauble for ages 40 to 49), showing the greater
difficulties that women find in stabilizing thelps during their working-life.

The incidence of temporary employment grows witd kevel of schooling: from 10.6% among
those who have a junior-high school degree, to%%8those who have a University degree, and to
18.1% of those who have a higher education.

In the second quarter of 2006, 44.5% of workers wioe unemployed in 2005, had a temporary
contract, or a quasi-subordinate work , confirmihg fact that entry into the labour market now
happens prevalently through temporary employmeie Thcidence is higher among women
(46.4%), in the North-East (48.9%), in industry peo (52%), and in public services to individuals
other than health and education (57.7%).

3.4.8.3 Quasi- subordinate work

According to the eighth general census of Induatrgt services, dated 2001, the quasi-subordinate
workers (c0.co.co.) active on October"®2001 were 827,000 75.9% of which worked for

4 See §Error! Reference source not found.and note 50
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enterprises, 12% for non-profit organizations, dahd remaining 11.9% for public institutions.
Contingent (interim) worketswere 119,000 and employed almost exclusively ivape companies
and public institutions (84.5% and 12.3% respebtjv&kecourse to these forms of atypical labour,
remains proportionately modest compared to the murob those employed. The greater part of
atypical workers considered, is employed (61.2%caomtingent workers and 69.8% of quasi-
subordinate workers) in the North of Italy; espbgialmost half of all contingent workers and
more than one third of quasi-subordinate workerpleyed in enterprises are in the North-West. It
is instead, in the Islands, that we find the lowpsdsence of these workers, and recourse to
contingent workers employment is about a fourth tfidhe northern enterprisés.

According to theMinistry of Labour and Social SecuritMonitoring of Employment and Labour
Policies of February 2007 {onitoraggio delle Politiche Occupazionali e del vioao, del
Ministero del Lavoro e della Previdenza Sociglein 2004 there were 1.75 million quasi-
subordinate workers; 90% of which had a quasi-glibate propéef work and 10% were freelance
professionals; showing, compared to 2003, a deerebd.4% — equal to 81,000 units, due to the
increase by 16,000 of the professionals and theeoguorary reduction of the quasi-subordinate by
97,000 units.

The contributions of the quasi-subordinate refeartcaverage yearly income of € 14,300 euro, but
more than 40% did not make more than € 5,000 eu2®04. Women earn half of what men earn: €
9,150 euro compared to €18,050 euro. The dispaxists for all age groups, but increases in the
adult years, especially ages between 40 and 49.ngnyoung adults and senior citizens the
disparity of income are extremely high: a youngladged less than 25 earns about 4,000 euro a
year, an over-sixty earns 21,400 euro a year.

If we compare 2004 with 2000 (Table 34) we can sed# the number of quasi-subordinate
increases to over 40% while their average inconrecppita only 4.8% (well below the 10% of
inflation accumulated during the period, with asla$ buying power of 5 percentage points).

Table 34. Total number and average earnings of quasubordinate workers. Years 2000-2004

Number Average earnings
Growth ( %) Growth (%)
2000 1.091.159 13.626
2001 1.224.378 12,2% 14.265 4,7%
2002 1.481.004 21,0% 13.411 -6,0%
2003 1.645.660 11,1% 13.412 0,0%
2004 1.548.920 -5,9% 14.282 6,5%

Source: Ministero del Lavoro e della Previdenzai8le¢c Monitoraggio delle Politiche Occupazionalidel Lavoro,
febbraio 2007

The prevalence of single-client temporary employtnespecially among women and young adults,
stands out: 70% of quasi-subordinates has no @bivities to supplement income and social
security contributions. Among single-client quasbsrdinate workers, those with no other income

5 As can be seen, there are several different estingf the “quasi-subordinate” workers entity: @ensimento Istat
2001, (827 thousands), the Istat Labour Force Su{m0 thousands- Table 33) and, last, the Minisfryzabour and
Social Security Monitoring of Employment and Labdrwlicies, 1.75 millions. These last figure mustdoasidered
greatly overestimated because they come from asimative archives, and hence they count more drae multiple
working positions that can be referred to a sipgeson; furthermore they consider also multiple knoir employees.
The Istat survey, instead, consider only workesswhich the quasi-subordinate employment is thexraenployment
condition. In this report we will use the figureer the Istat Labour Force Survey

®See §.3.4.8.1.1
" ISTAT, Rapporto annuale 2003, Cap. 4

%8 See §Error! Reference source not found.and note 50
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not only earn less than their retired colleaguessfdhose who have a second job, but are further
penalized at social security level: indeed, theyfearly social contributions have been paid foyon
a third of these workers.

Quasi-subordinate employment is prevalently simfjlent. If the services are rendered
‘exclusively’, atypicaf® activities are predominant, carried out by 75% vadrkers: atypical
activities involve 800,000 workers with no otheusze of income, or 52% of all quasi-subordinate.

In 2006, contingent (or staff leasing) work&rsnvolved 270,000, equal to 170,000 standard-time
units (often the jobs do not last the full morithjoughly 1% of total salaried employment.

3.4.9 The quality of work: some relevant national surveys

In the last few years numerous surveys on labodrlalmour quality have been carried out on the
basis of questionnaires handed out to those coaderfihese types of surveys, carried out on
significant and representative samples, may bepetial interest from the point of view of DW:
indeed these represent the workers own evaluafitmeo working conditions and are an important
criteria in the assessment of the quality of lab®Vie will take into consideration 4 surveys: two by
ISFOL (Istituto per lo sviluppo della formazioneofgssionale dei lavoratori — Institute for the
development of workers’ professional training), tivst achieved on the EuroFound] one, the
second dating 2006, carried out on a representatingle of 2000 workers; the one carried out in
2002 by theDemocratici di Sinistr& (which resumed, after 13 years, the tradition @f gineater
labour surveysinterrupted in 1989 after the last one carried bytthe then PCI - Italian
Communist Party) based on over 22,000 questiormaisnded out during the variok®sta
dell’'Unita®% and the one carried out by CGIL and Ires, ondbeasion of the 18Danniversary of
the foundation of CGIL, which handed out about 6@@@stionnaires. We will also examine the
analysis of company level bargaining with regarthtmur flexibility and work organization.

3.4.9.1 ISFOL surveys

Isfol has obtained some indicators on the qualityork in Italy, on the basis of the 2002ird
European survey on working conditiooyg the European Foundation for the Improvementiaihlg
and Working Conditions.

With regard to the degree of compatibility betweeork and life, 24.8% of Italian workers are
partially unsatisfied, more than the EU-15 averd@@e3%).

%9 The afore mentionelflonitoring, distinguishes three principal aggregates of gsalsordinate employment: the first
subdivides quasi-subordinates between quasi-sutaisdproper (see note 50) workers and freelandegmionals; the
second distinguishes betweexclusivesources of employment, or thasencurrentwith other activities, or with social
security benefits, to generate income; the thirstjrjuishes betweetypical activities, expressly mentioned in art. 50,
comma 1, c-bis, of the neWesto Unico dell'lmposte sui ReddfiUIR; i.e.: administrator, mayor, auditor, freeta
journalists, board and commission members)atggical activities (the rest).

0See §.3.4.8.1.1

®1 Ministero del Lavoro e della Previdenza Sociéenitoraggio delle Politiche Occupazionali e delMaao, febbraio
2007

®2This is the political party made up, for the moattpof former members PCI who in 1989 declaredt thehesion to
that party as out-dated and concluded. It is ontheftwo parties which, in the Fall of 2007, gawehbto the Partito
Democratico (Democratic Party) under the leadersffithe then mayor of Rome Walter Veltroni. The estlparty
being the Margherita which, at the beginning of 1880’s, had in turn gathered the Catholic Demaccaiming from
the social leftist tradition of thBemocrazia Cristiangthe Christian Democrats, the relative majoritytpan Italy
from the post-war period to the end of the secapdiblic), and other forces of the liberal democratiea.

% The traditional annual national events organizedwer Italy under the historical DS (former P@Rily newspaper —
L'Unita, which are a mix of political meetings, culturaleats and a popular kermesse (other Italian adlso
organize similar events .

57



With regard to working autonomy, in Italy 56.3 %wdrkers is able to choose or modify the order
of their tasks, less than the European averag&¥®4If to autonomy we add “a positive value for

the quality of work [...] only Greek workers placesthselves worse than the Italians”. Regarding
the possibility of choosing the working methodltaly, the number of workers who say they are
able to is slightly higher (2 points) than the Epean average of 70%. Regarding the possibility of
varying their work pace, 75% of workers in Italyyshey are able to, compared to 70% of the EU
average.

An indicator for the more or less centralized orgation of work, is the share of workers who have
people working under them: the greater the she,greater the decentralization of decisional
powers. In Italy, the share of workers with suboadiés barely passes 15%, compared to a European
average of 20% (in the UK it reaches 30%); the @madance, in Italy, of small enterprises
probably contributes significantly to the lowerin§jthis share. Team work, according to a survey
of the EuroFound], has affected 56% of Europearkerst but, in Italy, only 37.5% (here too, the
size of the firms can weigh upon the result): in thi€ figure reaches 75%.

Concerning gender discrimination, while, in Europegrkers who say they have first-hand
knowledge of this type of discrimination are 4.686tk peaks of 8.8% in Finland and 6.7% in the
Netherlands), in Italy percentage falls to 1.6%similar trend applies to sexual harassment: in
Europe, 4.5% say they have first-hand knowledgethid (11.6% in Finland, 9.7% in the
Netherlands, and 8.1% in Sweden), while in Iltalfyadh1% do. In both cases, we can suppose
either a minor diffusion of the phenomenon, or laiention (or sensibility) of those interviewed.
Italy places itself last in age discrimination asliw2% of those interviewed says they have first-
hand knowledge of it compared to 4.7% in Europ@ndcerning the disabled, Italy does not differ
much from the rest of Europe, while it again fédist in ethnic or racial discrimination (1.4% vessu
4% of the EU average).

The possibility of discussing work organization atsdchanges concerns, according to the ISFOL
survey, 68% of workers compared to the 75% of thepean average (again with Finland, Holland
and Denmark showing higher values).

Regarding the work environment, the Italian sitmatis similar to the European one, with about a
qguarter of workers who consider their health ak.ris Sweden this percentage drops to 5.3%.
Compared to the European average, Italian worleasidess exposed to situations of discomfort or
risk: for moving of heavy objects, 30% compared the EU 44%; for exposure to high
temperatures, under 20% compared to almost 25%;eapdsure to chemical substances a few
points beneath the EU average; etc.

Italian workers who declare themselves dissatisivétl their jobs are 5% more than the European
average of 3.3%. The slightly satisfied are 13.%¥hgared to EU-15 12.3%.

The second ISFOL survey on this subject was carried out in 2006a@ample of 2000 workers
interviewed with the CATI technique. The questiommagathered information on work
organization, career perspectives, job safety, metability of working hours and personal life,
factors of job satisfaction.

Contrary to the widespread impressions on workimgddions in Italy, 88% of those interviewed
declared themselves satisfied with their jobs, anlgt 2,7% were totally dissatisfied. Satisfactien i
higher among women (92%) than men (86%). To justifgh high levels of satisfaction, the survey
surmises that responders made an implicit compakisth being unemployed.

% |sfol, La qualita del lavoro in Italia- Seconda Indagin@006 (Final Draft in progress).
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Table 35 Degree and reasons of job satisfaction.

S;\tlsfled workers (Very/Enough) 2002 2006

Male Female Total Male Female Total
Working hours 81.8 81.4 81.6 75.6 81.4 77.9
Autonomy 87.2 87.8 87.5 83.2 82.9 83.1
Stability 84.6 84.7 84.6 79.9 77.6 79.0
Salary 61.7 58.5 60.4 59.9 50.8 56.3
Work atmosphere 86.4 89.3 87.6 90.8 90.7 90.8
Job Duties and kind of work 87.1 89.5 88.1 88.4 590. 89.2
Career 60.0 53.8 57.7 48.9 40.1 45.5

Source: First and Second ISFOL survey on the gquafitvork in Italy, years 2002-2006

As can be seen from the table, the two items whegfister the lowest levels of satisfaction are
salary and career. Workers who believe they haeecscpossibility of professional growth are
more than 54%. For both these items the percemtbgatisfied women is markedly lower than that
of men, while the former declare themselves motisfgad about the work atmosphere and of their
job duties. Fear of job loss concerns 21% of tlemeployed and is higher for women.

Reasons of dissatisfaction tend to increase betv2®®2 and 2006: 7% more workers declare
themselves dissatisfied about their salary, and @it e of those interviewed see no prospects for
professional growth. Fear of job loss also incredse5 points, not all of which can be attributed t
the increase of temporary workers.

Job satisfaction is closely connected to the lefetducation (92% for those with a university
degree; 88% for those who have a high-school diploend 85% for those who only have
compulsory education). The level of satisfactiorvwsdently connected to the higher salary levels
for figures with higher schooling. The same holde tfor career prospects.

More than 41% of those employed does not workabe@ which they originally aspired (although
the concept of aspiration appears very vague); gniloose working in the jobs they more or less
expected to work in, 96% are satisfied with thearking conditions, while the level of satisfaction
decreases to 77% for those who had to give up ésgirations.

The average level of employment in the ISFOL suregyears high: 43% is represented by
technical professions or high-profile jobs; manahlbur — both qualified and non — represents 30%
of the total sample, while the rest are employdse than half of those working high-profile jobs
say their job is repetitive, a quota which risesrtore than 80% for manual workers and clerical
employees. Job repetitiveness is especially highsnmallest enterprises and in agriculture.
Nonetheless, between 2002 and 2006, the diffudioapetitive work has decreased by 2 points.

A further indicator of the quality of work is tramg opportunities: in this respect, if only 21% say
they have no opportunities at all, it is clear tthese decrease especially for manual workersrand i
agriculture (followed by industry and then Servijcés this instance the situation appears better in
small enterprises than in the larger ones.

The average working hours registered for the ISE@tple is of 38 per week (one less than in the
previous survey). The disaggregate shows this tarbaverage between the more than 40 average
hours per week of private enterprises and the 32shper week of the public administration; the
smaller and the larger enterprises show the longesking hours (around 40 average hours per
week).

A significant quota (18%) works shifts (especiaityanual workers), 12% work a night shift and
more than a fourth works holidays. Almost 13% afsth employed does not have set working hours
and slightly less than 48% has ample freedom dkedime they get to their jobs or leave them,
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while the remaining 39% must follow rigid schedul8tandard subordinate employment and public
employment are the most subject to rigid workimgets.

Between the two ISFOL surveys, the intensity of kvoas increased: the quota of workers subject
to high or discontinuous(which implies periods of greater activity) rhyterof work has grown
from 47.7% to 56.9%; the quota of workers subjeatdnstantly high work rhythms has increased
in 2006 by 2,5% and amounts to about 33%, whilsg¢hsho work at a rate they consider normal is
not much higher, around 40%. In general, and foerterprise sizes, more workers say they work
normal rates than higher ones (although the difiegebetween the two groups is never very high):
only in enterprises with 50 to 199 workers are haghvity rates more widespread.

Work place atmosphefeappears positive: colleague relations and bosgioak are positive for
about 85% of those interviewed (with a slight pftexae in males): Some critical areas however do
emerge: among those who are dissatisfied with theses (15.5%) 42% does not feel appreciated on
the job, 27% feels they have no opportunity fomghg and 21% that their salary is inadequate. The
element of disparity that worries the most (7.7%8) age and gender discrimination.

The quota of interviewees that say they perceiseronination factors increases for gender
discrimination (from 4.5 to 6,5%6) and for discrimination of the handicapped (froj2%98 to 3,8%),
while age discrimination remains the same. Thedapidecrease for political discrimination (from
5,4% to 4%) and religious discrimination (which gdaeom 2% to little more than 1%), ethnic
discrimination remains unvaried (3%). Perceptiod diffusion of sexual harassment registers only
a modest increase.

The sensation of being the object of abuse andsticgl in respect to ones capabilities, activity,
training, diligence, and work quality is much mav@espread. It is an increasing phenomenon
which the ISFOL survey considers an indication diftfuse “organizational malaise”. The workers

among which this feeling is most common are théadrigprofile jobs (almost 15%) and the public

sector (20%, compared to 10% in the private one).

Career possibilities and professional successwuargainental aspects of labour quality perception:
only 41% feels they have these possibilities (1soless than in 2002), and with a clear unbalance
to the disadvantage of women: 30% compared to 5D#em. Confidence in career expectations

rises along with the levels of education and offggsional qualification, and is greater in the

private sector than in the public one and in thrgda companies. Conversely, data on career
assessment is positive for about 50% of workerslevdi the other half, 40% consider themselves

to be stable (with a higher percentage of womenl) the remaining 10% to have worsened their

position. The positive correlation with professibgaalification is evident in this instance also.

53.4% declares they have never changed jobs (56f6%omen): if this is considered along with
the data relative to workers who say they never dadreer, the picture of a motionless working
world emerges where, for all their lives, a sigrafit quota of workers does the same thing.

The perception of health hazard risks has growougy five points between 2002 and 2006: up to
31% among men and 25% among women. A positive letioae can be observed with high work
rhythms: risk perception rises to 46% among thogk & high activity rate of work, compared to
30% of those who work normal rates. The increasgskperception can thus be connected to the
increase in work rhythms. The perception of hedéldizards is linked more with conditions of
physical strain than with those of psychologicagmtal or emotional stress. Compared to 2002, the

% The Isfol survey refers to works and theories bijlisvhs R., Williams V., (1994)Anger Kills: seventeen strategies
for controlling the hostility that can harm your dith, New York, Harper Perennial e Jaffe Dennis T..98)9 “The
Healthy Company: Research Paradigms for Personal @nganizational Health in Organizational risk factors for
job stresss.l., Stephen L. Sauter and Lawrence R. Murphy

% In this case, figures collected by Isfol, divefgem Dublin Foundation ones
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incidence of job related illnesses increases lghlf more than 1% (especially in women: from
slightly over 6% to more than 8%).

On the job accidents are clearly correlated (botlrequency and gravity) to the number of hours
worked and to physical strain: the incidence ofdats exceeds 20% among those who work more
than 45 hours per week, is fixed at 18% for tho$® work between 31 and 45 hrs/wk, and
decreases to 10% for those who work up to 30 hrs@drespondingly the incidence of the
seriousness of accidents increases with the inem@asours worked.

3.4.9.2 The DS survey.

The ISFOL survey conclusions are, for the most, gamfirmed by the other surveys mentioned
above.

Although the 2002 DS survey is hampered by the bias of a sample typifig participation to a
festival of a left-wing party (30% are DS party mmars and 56% are union members — 50% belong
to one of the three unions, and 46% to CGIL), ignificant precisely because it is indicative of
the perception of labour by the so callguk6ple of the I€ft thus inclined to have a more critical
approach towards labour conditions. After a pefddch had seen the predominance of theories
like®® Rifikin’s on “the end of work or Beck's model of theBrazilianization of Europe the
survey showed that “work has not disappeared ...camdtitutes a central focus of collective and
individual life”. The survey clearly showed how &lviolation of the agreement between market
and labour” that had characterized the twentiethtwg as “thelabour century, had radically
modified the general perception of labour, whiclday is marked by preoccupation for job
instability, worry about the futureng job is steady unease about the wage issue, and the contrast
between positive perception of one’s work and camedout its unsteadiness.

The survey showed that, at the time, almost halthef respondents earned net salaries between
1000 and 1.500 Euro a month. While almost a thirthe sample said they earned less than 1000
euro a month: of these one half are women and forg¢hs are young adults; the same holds true

for two thirds of quasi subordinate workers ane¢hfourth of interim workers. What emerges is a

salary question which is closely tied to the prexamness of jobs (which largely concern the young

adult population) and to discrimination in general.

But the central element highlighted by the surveythat of insecurity about the future. This
concerns job stability, flexibility, as well as salcsecurity. An insecurityn job is steadywhich
concerns temporary workers more than those withopen-ended contract, as well as small
enterprise workers, women, low qualification woskéand again the unease coincides with low
salaries). The risk is not so much in unemploymesntin falling into temporary jobs, with no
prospects, and where one’s skills are underratéis $ense of insecurity is higher and more
widespread than in the previous mass surveys coedliic the 1970’s-1980’s. This shows how the
passage from the Fordist model, based on job stald the new knowledge economy, based on
job flexibility, has left a void in workers’ percepns of prospects and certainties. This even
concerns social security: only 13% believes theyl warn an adequate retirement pension.
Conversely, temporary workers (but with jobs whibhave a possibility of positive future
development) are the most available to trading geburity with career and professional growth
prospects.

Notwithstanding the degree of insecurity evidendkd,greater part of the respondents (80%) gave
a positive assessment of their job: obviously fatton increases along with the professional level
or with career prospects and is less among bluercabrkers of the bigger enterprises (albeit on

87 Carrieri D., Damiano C. e Ugolini Bllfavoro che cambi3 Ediesse 2002
8 J. Rifkin, The End of WorkNY, 1995; U. BeckWhat is globalizationCambridge 1999
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the rise compared to previous surveys), which ocomtito be an area of unease. It is interesting that
temporary workers (especially fixed term contracrkers) say they are more satisfied than open-
ended contract workers. Among the most prepondelantents of unease are: work related stress,
for the more professionalized workers, and inadex@eonomic recognition of their work for
executives.

3.4.9.3 The Ires — Caqil Survey.

In the 2006/2007 Ires — CGYLsurvey the working world appears divided in tw8% standard,
typical, work and 25% non-standardfypical (12% fixed-term or seasonal labour, 5% quasi-
subordinate work, and 2% contingent or interim WyoAtypical workers are higher among women
(29% compared to 23% for men), among young ad6li%o of those between 15 and 24), in the
south (35%). For 67% of these workers the orgawizabf their job is decided by a company
superior.

In regards to job stability, the highest percensagfethose who say they have only ever worked one
job are among those 55 to 64 years old (26-28%),thase living in the South and the Islands
(30%); while the highest percentages of those wdwp they have worked between 4 and six
different jobs are those 25 to 34 years old, whi inore dynamic areas of the country showing the
greatest availability.

The South also registers the highest number of ererkvho work a second job (almost 25%
compared to almost 10% in the North West, and 8lidass than 20% in the rest of the country). A
second job is connected to atypical work more tteastandard work (35% compared to slightly
more than 10%).

According to the Ires-CGIL survey, 44% of thoseemmtewed say they do not use their educational
training in their jobs: this happens much lessasitfons requiring higher-education specializations
(post university degrees) and much more for theinmeénd lower positions. 80% of workers feel
the need to up-date and better their professiorallgs (especially those with higher education
levels), but 33% says they must do this on thein,omhile 25% say that their company offers good
opportunities to this end, In the private secto¥43f workers say they carry out duties requiring
low professional, while in the public sector alm88€6 (with a high component of teachers) says
they carry out highly professional jobs: 56% ofstehowever, say they do so without adequate
recognition (compared to 33% in the private sector)

As to flexibility, 34% say it is unilaterally recatied by the employer (45% for manual workers),
27% say it is regulated by collective bargainingpgially in the public sector) and 26% by
individual bargaining (especially, in increasingler, by employees, managers and high-profile
professionals).

35% of women say they earn les than 1000 euro pethm34% earn between 1000 and 1300 euro
per month and 16.55 over 1500 euro per month. Té@savhere wage conditions are worse are: the
South, where workers earn 13.5% less than the geestandard subordinate employee (an average
of 960 €/mth); women (910 €/mth; -18%); immigraatsl small enterprise employees (880 €/mth; -
20%); atypical workers ( 809 €/mth; -27%); youngulésl aged15-24 (790 €/mth; -29%). Almost
60% expresses difficulty in living off their salesi a percentage which rises to 67% for manual
workers and in the South, and to 70% for atypicaikers.

Notwithstanding this critical scenario, the IresdCGurvey also confirms that 78.5% of those
interviewed are satisfied enough (45%) or verys$iatl (33%) with their jobs: a satisfaction which

% Altieri G., Carrieri D., Megale A. et al'ltalia del lavoro: un quadro d'insiemén Quaderni di Rassegna Sindacale -
lavori 2007, Vol. 8 n. 1, Ediesse, Roma. 2007.
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increases with the increase in professional qealifon, and with the correspondence between
duties carried out and their effective recogniticarsd between expectations and tasks required.

For 67% of the interviewees their job is steadyugo(40%) or completely (27%), but job security
is considered much higher in the public sector (b@an in the private one (20%); main reasons
for uneasiness are: a generalized feeling of imggc{ino job is steady expressed by 37% , an
equivalent quota which connects the insecurityeimgorary work, and 16% that connect it to
difficulties of the company they work in.

Almost 60% of those interviewed would accept fléiip if it was accompanied by rights and
protections and concerned a transitory phaseef lif

The major concerns of workers are: not earningdagaate retirement pension (30%); not having
continuative work and income (26%); not being ablenaintain their present life-style (20%); and
loosing their job (20%).

Finally, with regard to social mobility, if 67% dlfie interviewees think they will have a situation
which is equal (23%) or worse (34%) of their pasephe, and 43% believe they will do better, the
objective tendency is that of an increase in midabsitions, while high, middle-low, and low
positions decrease.

3.4.9.4 Two European surveys

From the European Community Household P#BEIHP) data it seems, on average, that the Italian
workers are quite dissatisfied with many of theeasp of their working activity. Moreover, between
1996 and 2001 the percentage of dissatisfied werkteongly increased, whereas in most of EU-15
countries, it has dropped. It's worth noting thegsdtisfaction has grown with respect to many of
the flexibility dimensions: job security, type ofovk, working hours and working time. This in
turns probably depends on the dramatic increasgypfcal workers among the employed

Table 36. Percentage of workers dissatisfied withifflerent aspects of their job (ECHP data)

. Work
Country Earnings ‘JOb. Type of Hours Wprklng environme| Overall
security work worked times nt
1996 | 2001| 1996 2001 1996 2001 1996 2001 1P96 200496 [L 2001| 1996 2001
Denmark 23 23 19 14 1( 9 18 12 13 11 14 11 8 7
The 19 14 | 21 11 9 10 14 14 11 10 20 20 7 8
Netherlands
Belgium 30| 28| 23 18 15 14 17 18 16 16 21 P20 17 16
France 47| 39| 29 21 12 11 2ba 22 P0 20 22 22 17 14
UK 28 | 26* | 27 20 18 18 27 25 20 18
Ireland 35 23| 22 15 12 11 1y 1n 13 0 13 11 16 13
Italy 53| 54| 30| 33| 27| 31 31 3% 29 33 31 34 B3 33
Greece 61 52| 40 31 3Yy 3 37 33 B35 B4 |40 |33 |45 |36
Spain 59| 51| 34| 29 26 22 3b 35 a8 27 P7 29 (28 |25
Portugal 65 54| 30 21 2( 1y 2|7 21 22 16 18 14 |29 21
Austria 23 19 14 10 6 4 12 10 10 14 D 6 7 6
Finland 31 26| 26 20 17 14 19 17 16 16 P0 17 13 12
Mean 40| 34| 26 21 17 16 2B 21 18 17 P0 18 |20 17
* 1997.

Source: M. Brynin and S. Longhi,. “Theansformation of work? Occupational change in dpét, “Work
organisation and restructuring in the knowledgeistyc- WORKS project”, 2007.
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On the contrary, the 2005 EuroFourkajurth European Working Conditions Survey (ESGh)ws
that Italy has had the best quality of working ditions among the EU-15 countries, although the
trend is downward for the year 1995-2005. It is amt@nt to note that ESCW provides many
physical indicators to assess quality of workinghdibons, while ECHP findings concerns
subjective measurement of job quality.

Figure 7. Rank and change in the quality of workingconditions in 15 European countries
between 1995 and 2005 (ESCW data)

B Decreaze (5)
O stable ()
O Increaze (2

Source: N. Greenan, E. Kalugina and E. Walkowfakhe transformation of work? A quantitative evailoatof the
shape of employment in Europe - European Workingditions Survey “Work organisation and restructuring in
the knowledge society - WORKS project” , (2007)

3.4.9.5 Organizational innovation and company level bardgain

As is well known, beginning with the Lisbon Confece®, a vast amount of the international
theoretical and empirical literature, as well astloé indications of the European Community
Council, affirms that the road to innovation, angher productivity, for European enterprises, is to
flank technological innovation with organizationahovation, and that moreover the first without

 Among othersinnovazioni Organizzative, risorse umane e relazindustriali, Pini P., a cura di, Franco Angeli,
2002; The gains from investing in workplace organisatinistini A, Gaj A., Leoni R, First draft: Novemb@002;
Revision (very preliminary): April 2003Flat Hierarchical Structure, Bundles of New WorkaPBtices and Firm
PerformanceCristini A., Gaj A., Labory S., Leoni R., March @, Revised version: June 2008w Enterprise Work
Practices and Their Labour Market Implicatign©@ECD Employment Outlook. 199%ontrattazione a livello di
impresa: partecipazione allo sviluppo delle competeversus partecipazione ai risultati finanzjdreoni R., Valietti
G., Tiraboschi, Lavoro e Relazioni Industriali, 1.299;Employee partecipation ad organisational chang&imopean
firms - Evidence from a Comparative overview of Eth countries Coriat B., University Paris, 200@rganisational
Innovation in European firms: a critical Reviewtbe Survey Evideng€oriat B. in Archibugi D e Lundval B (esds)
2001; Flexible Workplace Practice and labour productiyiBauer T. K. IZA, Institute for the study of labrp2003;
How to compete: the impact of workplace practiced amformation technology on productivitglack Sandra E. and
Lynch Lisa M. The review of Economics and Statsti200;New Forms of Work Organization. Report from the EU
Presidency Conference, 12 - 13 November 2002 ikiResEU Commission Presidency, Copenhagen, March 2003;
New Forms of Work Organization: The Obstacles tdaNDiffusion - FINAL REPORTEuropean Commission DG
Employment and Social Affaird§ew forms of work organization: Case studies, Fimglort European Commission,
Directorate General for Employment, Industrial Relas and Social Affairs.
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the second not only does not better the performémeagls, but even risks making them worse.
More, according to this literature, only those camies which adopt theew forms of work
organizationalso known asigh performance work organizatipriin bundlé actually achieve
better performance. The new forms of work orgaiomatre those that are based on a more
widespread involvement of the workers, direct participation(from its most traditional forms of
job enrichment and enlargment, to the more inngeatines opolyfunctionalityand multitasking,

all the way toteam work group work, which in its most advanced forms -esth of the
Scandinavian model — provides for the team to ndm& own leader), on the principles of lean
production, reduction of hierarchical levels, ddacalization of decisional powers, involvement of
workers indecision makingndproblem solving

Some surveys carried out in Italy have evidencedild diffusion of these new organizational
strategies, usually coupled with good industridatiens (ndirect participatior). However, the
ISFOL survey, which is the broadest, and was carried out abmalt level, shows that only 3% of
workers have been involved in at least five innmeapracticesifinovation in bundlecompared to
one third of workers in the UK.

The analysi$ of national bargaining at company level — carriadt on the sample of 1000
companies of théArchive for company bargaining in the private secof the economy of the
CNEL” — shows that, at the end of the 1990’s, bargainimgrganizational innovatior{with the
above mentioned traits) was present only in vemy {éttle more than ten) examples okst
practicesin the major enterprises, whilgage flexibility (bonuses tied to company performance)
andnumerical flexibility(tied to working hours — preferred by unions aguarantees employment
— and to different forms of contracts; see § 3.45&)ce 2000, however, even in the few instances of
excellence, these innovative practices have, wih $ole exception of two or three of the
companies, been abandoned (at least from whateghehned from reading the agreements), with
a strong accentuation of the centrality of workimayrs, contract, and wage flexibility, and a return
to binding assembly lines; all in all the affirmati of a sort ofneo-taylorism A scenario that
confirms the minority of the experiments with orgational innovation observed by the ISFOL
survey.

The evaluation of the Italy employment schoolingeleconfronted with major European countries
(Table 37) is of great interest.

" Leoni R. in Tomassini M. (a cura dirganizzazione, Apprendimento e Competenze, Indagite competenze nelle
imprese industriali e dei servizi in Italia) SFOL, 2006

2 Cnel,Lineamenti della contrattazione aziendale nel paoid 998-20062007

3 Consiglio Nazionale del’Economia e del LavoroNational council for the economy and labour)
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Table 37. Employment by sex, age groups and highdstel of education attained. Year 2006

Italy | France | Germ. | Spain U. K. EU15

Total 100.0%| 100.0%]| 100.0%| 100.0%]| 100.0%)| 100.0%

Eéi;)ﬁg;nr;rgaﬁggg%’ and lower | 59 600 | 26106 15.694 42.8% 22.3%  27.7%
Total

;chpoenr dz‘f;‘r’]gﬂig’rt‘?‘:g ggj&tion 451% | 44.3%| 59.194 23.5% 45.4%  45.0%

Tertiary education 15.3% 29.6% 25.30 33.1% 31.6% .17

Total 100.0%| 100.0%]| 100.0%| 100.0%]| 100.0%)| 100.0%

Eéi;ﬁggsrgaﬁgggg’ and lower | 4490 | 26.3%| 14.5% 48.1% 20.8%  29.6%
Male

ggcpoer: d;f;ﬁgﬂig’rg‘;r‘; ggj;tion 42.4% | 46.9%| 57.3% 22.3% 482% 44.7%

Tertiary education 12.79 26.8% 28.2% 29.6% 30.2% .5%5

Total 100.0%| 100.0%]| 100.0%| 100.0%]| 100.0%)| 100.0%

Eéi;)ﬁg;nrargaﬁggg%’ and lower | 59 406 | 25.9%| 16.99 35.0% 24.1%  25.4%
Female Upper se{:ondar and post-

g dary non_teyrtiary mtion | 492% | 41.3%| 61204 25.2% 42.3%  45.3%

Tertiary education 19.3% 32.8% 21.9% 39.8% 33.0% .1%9

Source: calculation by the authors on EUROSTAT siteldata.

As can be seen, 40% of employment in Italy rankhénlower class of education by comparison an
average of 27.7% for EU15, 26% France, 22% U.Kd, Bh6 Germany. Male education levels are
worse that female.

3.4.10 Over 4584

According to OECD data, Italy is the country wittetlowest level of recruitment for people over
50 years old (only 4%) along with Netherlands, Beigand Portugal. In Italy, in this age group,
more than 700,000 individuals are unable to rerghtelabour market.

11% of those over 45 that work, or have workeds@sordinate employees, believe they are, or
have been, discriminated because of their age. &atilllion even believe to have been fired or
made redundant because of it. Knowledge of thigridignation is wide spread among the
population, so much so that 24% of the Italiansthay personally know of subordinate employees
over 45 years of age, who have been placed atad\diatage or discriminated, and more than 53%
expresses a high or very high level of alarm alleeiiabour market performance for those over 45.
A series of in-depth interviews conducted by SDAc&mi researchers with managers aged 40 to
59 who have lived the trauma of being fired andekjgerience of a long and useless search for new
employment, seem to confirm that “explicit and imaplprocedures to expel managers over 50 from
the labour market are in effect”

To be over 35 means that one is already excluded the basin of company candidatagourites

On the basis of Unioncamere data, in 2005 recruitmaencerns only 10.6% of people aged over
35, while 24.5% concerns those between 25 andn@3gtunder 24 total 16.4%, while 13.5% goes
to those between 30 and 34.

Analysis of the more than 5000 job advertisementdiphed between 1993 and 2004 by a national
daily newspaper confirms the importance of the aggable for those who aspire to vacant

positions: 42% of the ads expressly states an egferpnce which, in 87% of the cases, is below
age 44. On average, ads are aimed at those beBde®and 34.2 years of age. In 57% of the ads a

™ For this subsection see: M. Cristina Bombelli i€ Finzi (eds.), Over 45. Quanto conta I'etd nel mondo del
lavoro’, Guerini e Associati, 2006, Milano
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specific length of experience is requested whioh89% of the cases, is under 5 years, and on
average between 3.5 and 3.9 years. The most reguedtication diploma is the University degree
(46.2% of the cases).

Age constraints are more stringent when the peosisanternal to the company (43.7% of the time
a specific age is required) compared to externaitijpns, such as agent (age is requested in 36.1%
of the cases). In both kinds of positions, the rgriested in the vast majority of the cases isunde
age 44.

Moreover, 88.6% of the offers are aimed at peopid Wess than five years work experience.
Among the functional areas, age discrimination sekess marked in production.

A series of in-depth interviews with head huntersl ehuman resource company managers
evidences a form of repression of the age disoation problem. The typical first response of a
head hunter is “a good element finds a job anywéyitially, they admit age could be a problem
over 55, but in the subsequent phases of the ieterthey admit that the critical age for traditibna
sectors is 50-55 (insurance companies, banks, @tautical), and even 35 for emerging sectors
(investment banking, consulting, telecommunicatidashion, luxury goods). The managers most
at risk are those who are employed in marketirrgiesgy, development, and commercial activity.

3.5 Undeclared labour and underground econorhy

3.5.1 The underground economy

In 2004, the value added of the underground ecoffowgs estimated to be somewhere between a
minimum of 16.6% (equal to 230 billion euro) anchaximum of 17.7% (equal to 246 billion Euro)
of the GDP. In 2000 the minimal percentage was/of% and the maximum of 18.8%.

Table 38. Value added produced by the undergroundocenomy. Years 2000 — 2004

Lower assumption (A) Higher assumption (B)
Years Euro millions Change in % % on GDP Euro mikio Change in % % on GDP
2000 211063 17.7 224513 18.8
2001 225476 6.8 18.1 243669 8.5 19.5
2002 217535 -3.5 16.8 224707 -7.8 17.3
2003 219148 0.7 16.4 232411 3.4 174
2004 230604 5.2 16.6 245819 5.8 17.7

Source: ISTAT, Statistiche in breve, 14/12/06

S Data for this subsection is drawn from ISTAStatistiche in brevel4/12/06,La misura dell’economia sommersa
secondo le statistiche ufficiali, Anni 2000-20®4da ISTAT Rapporto annuale 200€ap. 4.

% According to the ISTAT definitionunderground“economic” activities are the productive activities of goodsl a
services which, althougher selegal, consciously escape direct observation saonnected to tax evasion and
pension contribution fraudcconomic undergroundctivitiesare included in the Italian GDP estimates. It is at fdr
the unobserved economwhich, on the basis of international definitiogf@CSE Handbook for Measurement of the
Non-observed Econongec95), is composed not only of #sonomicaunderground activitigsbut also from: a) illegal
activities; b) informal sector production; and opdequacy of the statistical system. The concepinoferground
economymust not be confused with that mifformal economylInformal activitiesare defined as legal, small-scale
productive activities, with low levels of organiimat, with little or no division between capital atabour, with work
relations based on occasional employment, persmmi@mily relations as opposed to formal contraCtar data refers
to the three principal types eEonomic underground activitiém shortunderground economyin-pointed by ISTAT.
1. In the first group, the totality of the ascritmbggregates is considered: a) consistency cledékgustry micro-data;
b) consistency checks on intermediate costs ataniesel; c) hidden rents; the share of value adglediuced by
unlawful constructions. 2. A second group highlggtite share of value added produced by irregulgl@ment (not
declared by the enterprises). 3. To these two groawing to the reconciling of the independentneates of the supply
and demand of goods and services, an integratiost bl added. This can be defined as an integrali@ento the
understatement of turnover or overstatement akcos
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In 2004, the underground economy amounted to rqudil7%, it can be broken down into a
10.2% of understatement of sales, to the plumpinigtermediate costs, to unlawful construction
works, and hidden profits, while only 6.4% is dadtte use ofrregular employmerit.

Table 39. Value added produced by the undergroundcenomy by type of integration. Years
2000 - 2004

Adjustment of turnover and Irregular work Reconciliation between forecasted
years intermediate costs offer and demand
Euro % higher % of Euro % higher % sul Euro millions % higher % of

millions assumption | GDP millions assumption Pil assumption | GDP
2000 120.000 53.4 10.1 91.063 40.6 76 13.45( 60| 1.1
2001 128.923 52.9 10.3 96.553 39.6 7.7 18.193 7.5 51
2002 124.459 55.4 9.6 93.076 41.4 7.2 7.172 3.2 0.6
2003 130.291 56.1 9.8 88.857 38.2 6.7 13.263 5.7 0 1.
2004 141.347 57.5 10.2 89.257 36.3 6.4 15.215 6.2 A1

Source: ISTAT, Statistiche in breve, 14/12/06

3.5.2 lIrregular (undeclared) employment

Table 40 shows that, in 2004, the irreglilatandardunits of labour(ULA)” were about 2.8
million, or 11.5% Which becomes 12.8% of employees.

" See Note 78.

8 The concepts afegular andirregular (undeclared) employmeate strictly connected to those of theservableand

of thenot observablgroductive activities included in the boundariéshe national accounting system. Employment is
consideredregular when the services rendered are registeredcdsgrvableboth by the fiscal and social security
institutions, and by the statistical and admintstea ones. Employment is defined asegular when the services
rendered do not respect the fiscal and social ggdaws in force; and, therefore, are not direahservable from the
enterprises, the institutions, and the administeaiources. All services rendered in the followiagns fall in this
category: 1) continuatively and unlawfully; 2) ostmally, by people who declare themselves inac{stedents,
home-makers, pensioners); 3) by illegal immigraartd not resident foreigners; and 4) undeclaredipheilfctivities,
that is: secondary activities not declared to thend revenue authorities.

9 Units of labour(ULA) represent a measure of how much the labour factotributes to a country’s production in a
given period. ULA are calculated by transforming the working possiocovered by each individual in the reference
period, into full-time standards units.
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Table 40. Units of regular and irregular labour by professional position. Years 2000-2004

Declared Undeclared Total Rate of declared| Rate of undeclared
Years
workers workers
Total
2000 20301.6 3110.7 23412.3 86.7 13.3
2001 20548.4 3280.2 23828.6 86.2 13.8
2002 21076.4 3055.8 24132.2 87.3 12.7
2003 21471.2 2811.7 24282.9 88.4 11.6
2004 21500.0 2794.1 24294.1 88.5 11.5
Employees
2000 13774.2 2505.0 16279.2 84.6 15.4
2001 13980.9 2672.9 16653.8 84.0 16.0
2002 14531.4 2426.9 16958.3 85.7 14.3
2003 14817.1 2175.2 16992.3 87.2 12.8
2004 14820.7 2167.4 16988.1 87.2 12.8
Independents

2000 6527.4 605.7 7133.1 91.5 8.5
2001 6567.5 607.3 7174.8 91.5 8.5
2002 6545.0 628.9 7173.9 91.2 8.8
2003 6654.1 636.5 7290.6 91.3 8.7
2004 6679.3 626.7 7306.0 91.4 8.6

Fonte: ISTAT, Statistiche in breve, 14/12/06

The growing flexibility of employment relations, terms of schedule, duration, and creation of
new forms of contracts (such as contingent or iimevork or staff-leasing), along with the 2002

regularization of illegal immigrants (Law 189, Ju@" 2002), has greatly aided the growth of
regular employment. Between 2000 and 2004 the igpuegular employment grows by 5.9%

while units of irregular employment decrease by 4.

According to the Ministry of the Interior, as a uésof the amnesty, Law 189, 647,000 foreign
workers were regularized, thus reducing the uriteregular employment, especially between 2002
and 2003.

The sectors most highly affected by irregular emplent are those of Agriculture and of Services.
In 2004, the rate of irregular employment is equall8.3% in Agriculture (20.5% in 2000), to
13.4% in Services (15.3% in 2000), compared tdbtféo in Industry (7.1% in 2000).

In the Services industry, the phenomenon of irr@geimployment is particularly wide-spread in
“wholesale & retail trade, hotels & restaurantgaies and transport”, where 18.4% of the units of
labour go undeclared (19.6% in 2000); in detailo3i hotels and restaurants and bars, 28.8% in
road transport of goods and people; domestic sEs\peak to 49.4%.

In the Industry excluding Construction the rateuafieclared employment in 2004 was barely
3.8% (4.6% in 2000); in construction it was 10.88gnificantly down from 2000 (15.2%). In this
case as well, as in the agricultural sector, thep drvas due to the amnesty granted to foreign
workers
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Table 41. Rate of irregular units of labour by ecoomic activity sector. Years 2000-2004

Sectors 2000 2001 2002 2003 2004
Agriculture 20.5 20.9 21.0 18.3 18.3
Industry 7.1 7.4 6.6 5.7 5.7
- Industry proper 4.6 4.6 4.2 3.8 3.8
- Construction 15.2 15.7 13.3 11.2 10.8
Services: 15.3 15.8 14.5 13.5 134
- Trade, hotels, shops and repairs; transports 6 19. 19.7 19.5 18.4 18.4
- M.op.etary and financial Intermediation, entrepreiad and real estate 103 10.4 10.0 10.1 95
activities
- Other services 13.3 14.5 11.8 10.2 10.3
Total 13.3 13.8 12.7 11.6 11.5

Source: ISTAT, Statistiche in breve, 14/12/06

Irregular employment can be further broken down tifferent sub-groups: 1) irregular residéhts
illegal aliens and non-residents who, as such,iransible as far as the inland revenue office is
concerned, and excluded from surveys involving bBhaokls; multiple irregular (possibly, forms of
second job) activitiés

From 2000 to 2004, the irregulars residents weminfil.5 millionunits of standard-time labour
(ULA) to about 1.6 (Table 42). The irregular nosident foreigners went from 656,0Q0_A of
2000 to the 125,000LA in 2004. Their percentage of the total units @olar went from 21% in
2000 to 4.5% in 2004. Multiple irregular activitidsowever, registered a high increase rate: from
915,000ULA in 2000 to 1,033,000LA in 2004.

Table 42. Units of irregular labour by type of occpation years 2000-2004 (thousands ULA)

Y Resident undeclared Non-resident Multiple irregular Total
ears . L

workers foreigners activities
2000 1540.4 655.6 914.7 3110.7
2001 1625.5 721.1 933.6 3280.2
2002 1643.6 464.1 948.1 3055.8
2003 1686.3 113.5 1011.9 2811.7
2004 1636.8 124.6 1032.7 2794.1

composition %

2000 49.5 21.1 29.4 100.0
2001 49.6 22.0 28.5 100.0
2002 53.8 15.2 31.0 100.0
2003 60.0 4.0 36.0 100.0
2004 58.6 4.5 37.0 100.0

Source: ISTAT, Statistiche in breve, 14/12/06

In the same period, irregul&h_A register an increase of 6% in the South, whilet@eand North
decrease by 17% and 20% respectively. This meaatsthie regularization of immigrants was
particularly effective in the Centre-North but rexhrce impact on the South.

According to the ISTAT yearly reporRapporto Annual€2006 in 2005 irregulatULA totalled
slightly less than 3 million, equal to a rate akgular employment of 12%, showing a decrease
compared to the levels registered in 2001 whergutee employment totalled 3.3 million units
(13.8%)% On the basis of the estimates of 2005, resideegutars are equal to 1.6 millidsLA,

8 Workers who declare themselves in surveys invgl¥amilies but who are not registered with the canips.

81 Estimated through indirect methods to spot thefrethdents working in sectors where undeclared ptiséuactivity
is rampant (transports, constructions, hotels arwigpconcerns).

8 The ISTAT National Accounts in general, and thelenground economy estimates in particular, areeswdql to a
process of periodical revision which in turn bringgassessment of the phenomenon. So, data referrég® same
statistical entity may differ according to the thygiof the releases.
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followed by multiple-job holders with just over lilhon, while non-resident foreigners amount to
275,000ULA.

While the proportion of illegal aliens among unideed workers has risen considerably (from
49,6% in 2001 to 55.2% in 2005), it was the nunmdderorkers with additional positions that grew
most significantly (up from 28.5% in 2001 to 35.592005).

The 2005 CensisSurvey portrays a reality which is significantlifferent from that registered by
ISTAT. Firstly, the survey distinguishes betweeneanployee working for a ghost-firm, with no
contract whatsoeveufiderground laboyrand one working a regular contract but receibiark
money as part of the compensatiamegular employment According to this survey, one of the
most significant elements is the increase in unaergd labour within underground enterprises
that operate solely on thack economynational figures go from 12.9% in 2002 to 14.292005,

as a result of a growth in the North-East anthenSouth, and a reduction in the North-West and in
the Centre of Italy. The size of “completely undetgnd” economy appears so to be on the rise.

Another interesting element highlighted by thisveyris the increase of irregular employment
among immigrants: 60% of those interviewed found the single most important phenomenon in
irregular employment: “immigrants are those mostolwed in irregular employment, and
demonstrate the capabilities to generate ethnit&rgrises, and of assimilating a process of slow
emersion which is typical of the «native undergbietonomy»”. It must be underlined that,
according to Censis, 60% of these irregulamsrkers arenotillegal immigrants, but have a regular
residence permit.

CENSIS also points out that, in the South, thmelerground economygontinues to represent a
structural element of the productive fabric, andvhihe features which characterize it — high
presence of ghost-firms, completely hidden labbidden criminal dealings, etc. — define a profile
which is very distant from the processes analyikchdow (tax evasion, poor use of contract
flexibility, and (mis)management of migratory flowsnstead, precisely these aspects appear to be
marginal in the South when compared to the impodahat underground economy still has in that
area. Local respondents outlined a scenario whiergular employment (CENSIS definition) has
been abruptly rising over the past three-year peaod irregulars represent an outright majority of
the total workforce.

An aspect particularly grave of undeclared labauthat of child labour. In Italy official Istat

statistics (2002) estimate the phenomenon at 184.2@s, that is 3.1% of nearly 4.5 millions
children beside 15 ears. The phenomenon is paatigujrave in south Italy (for times higher than
in Center North) and is linked with high unemploythaate and grave poverty situations.
According to Ires Cgil estimates, the phenomenanase than double than that outlined by official
statistic.

8 The survey was conducted by the CENSIS for theisitin of Labour and Social Policies — the third lssince 1998

- with 747 provincial participants, selected amoagresentatives of employers’ associations andettadons (Cisl,
Cgil, Confartigianto, Confcommercio, Confindustri@na, Ugl and Uil), of institutions (Inps, Inailh@mbers of
commerce, services) and of professional bodiesg@aton of labour consultants, accountants). Thethod was
validated by OECD and Eurostat through the spé@ablbookon the unobserved econorngated by its two agencies.
Moreover, the survey being at its third edition 4892002, 2005), it possesses features of conginaitd provides
gualitative elements which are complementary to dbhantitative estimates that ISTAT makes on thesbat the
National Accounts data.
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3.6 Poverty*

In 2006 the families who lived in relative povértgmounted to 2,623,000, equivalent to 11.1% of
resident families, i.e. 7,537,000 people livingomverty, 12.9% of the entire populattérin 2002,
the country’s overalincidence of povertywas 11%, or a total of 2,456,000 families or 7,080,
individuals (equivalent to 12.4% of total populafio

Table 43. Indicators of relative poverty by geograpy in 2005-2006 (in thousands and
percentages)

North | Centre | South Italy
2005 | 2006 | 2005 | 2006 | 2005 | 2006 2005 200p
Thousands of units
poor families 510 595 270 315 1.805 1.713 2.58b 622.
resident families 11.227 11.378 4.533 4.599 7.50F 7.591 23.268 23.567
poor persons 1.343 1.447 750 889 5.484 5.201 7.577 7.537
residents 26.253 26.458 11.1685 11.244 20.660 90.66 58.077 58.371
Composition percentage
poor families 19.7 22.7 10.4 12.0 69.8 65.3 100.0 00.Q
resident families 48.3 48.3 19.5 19.5 32.3 32.2 0.00 100.0
poor persons 17.7 19.2 9.9 11.8 72.4 69.0 10040 0.010
residents 45.2 45.3 19.2 19.3 35.6 35.4 100.0 0100Q.
Incidence of poverty (%)
families 4.5 5.2 6.0 6.9 24.0 22.6 11.1 11.1
persons 5.1 5.5 6.7 7.9 26.5 25.2 13.1 12.9
Intensity of poverty (%)
families 175 | 17.8 | 18.9 | 16.9 | 22.7 | 225] 21.3] 20.8

Source, Statistiche in breve, Famiglia e societd10/07

The phenomenon is more widely spread in the sovhbre the proportion of poor families is nearly
five times higher than that recorded elsewherehi ¢ountry: Poorer families are those with
numerous components (five or more) and those \itketor four children, especially if minors.

Though the situation has improved, the incidenc@mferty is above average also among those
families having elderly members, with the degreenalaise increasing when the elderly members
are two or when various generations cohabit (famiWith aggregate members).

Finally, poverty is closely associated to lowerdsvof education, to the working poor and to job
exclusion: the incidence of poverty among familidsere two or more components are seeking
work is almost four times higher than that amongifi@s with no unemployed members.

3.6.1.1 Territorial differences

In the south, 22.6% of the families appear to dewbehe poverty line and represent 65% of total
number of families. In the centre-north, where lss 7% of the families live in poverty (5.2% in
the north and 6.9% in the centre), there lives 38%oor families notwithstanding the fact that
68% of the total number of families live in thigar

8 The data contained in this paragraph were mainiwvd from ISTAT, Statistiche in breveFamiglia e societa
4/10/07

% The relative poverty threshold: for a family ofavit is equal to the average per head spendingrdedoin the
country. In 2006, this spending amounted to € 9%%@8r month. There are also other coefficients om@ag the
relative poverty threshold when the family compsiseore than two members. For example, the povirgshold for a
family of four is 1.63 times that of a family of &€ 1,581.65), for a family of six is 2.16 tim¢6 2,095.93 euro).

8 |STAT, Statistiche in brevdsamiglia e societa4/10/07

87 The incidence of poverty is obtained by the raétween the number of families with an average dipgnthat is
equal or below the poverty threshold and the totahber of resident families.

72



In the south, poverty not only is wider but alsorengerious: poor families spend a monthly
averag® of € 752 (thentensity® of poverty is 22.5%), compared to € 798 and € B0he north
and the centre (intensity: 17.8% and 16.9% resypsgji

Poverty in all the regions of the south is more elydspread than anywhere else in the country;
excepting in Abruzzo, where the percentage of daarilies (12.2%) is close to the national
average.

3.6.1.2 The characteristic of poor families

Poverty levels are highest among families with foremore members: relatively poor are nearly
one-quarter (24.3%) of such families as well asr awee-third (37.5%) of those who live in the

south. The families concerned are principally cesplith three or more children or with

aggregated members, i.e. families where the incelesf poverty is highest, 25.6% and 17.8%
respectively.

The characteristics of the person of referencecareial in outlining the profiles of poor families:
besides age, sex and education level, the faclosglg associated to poverty are the participation
in the job market as well as the professional domdiand position.

Table 44. Incidence of relative poverty by study tie of the person of reference and by
geography in 2005-2006 (percentage values)

North Centre South Italy
2005 | 2006 2005 | 2006 2005] 2006 2003 2006
Study title
Elementary or none 7.7 9.5 10.3 12.4 33.9 31.1 617 17.9
Junior high 4.5 5.3 5.9 6.5 26.3 25.1 12.3 12.2
Senior high or higher 2.1 2.2 2.8 3.5 10.5 11.9 5 4 5.0

Source: ISTAT, Statistiche in breve, Famiglia eeté¢ 04/10/07

A low level of education (no title or elementaryf) the person of reference is associated to an
incidence of poverty, at 17.9%, that is nearly foores higher than that of a family at whose head
is a person who has at least a high school dipl@#8). A low level of education is, in fact,
associated with the difficulty of finding an empifognt or a qualified job: if the head of the family
is looking for a job, the incidence of poverty reas 28.2% (38.2% in the south).

While the incidence of poverty observed in the fasiof employees was lower than the national
average (9.3%), it grew significantly if the breadmer is a blue-collar worker (13.8%).

If, besides the breadwinner, the professional dawdiof the other family members is also
observed, difficulties are obviously greater amtmgse families having members who do not work
or are out of a job: half of these families are pddough less serious, but with markedly higher-
than-average poverty levels, are those familiessehanly source of income is represented by the
pension of a member (28,3%). Nevertheless evehaset families with employed components but
in which other members are looking for a job (predwntly couples with two or three children),
the incidence of poverty is around 24.1%

3.6.1.3 Families that risk poverty and poorest families

It is possible to outline the conditions where ptyés higher. In 2006, the monthly expenditure of
approximately 1.14 million families — 4.8% of theal — was some 20% below the standard poverty

8 Average family spendingt is calculated net of the costs for the extdaoary maintenance of homes, for life
premiums and insurance annuities, for mortgageslaads.

8 Intensity of povertymeasures, in percentage, by how much the sperdfisg-called poor families is below the
poverty threshold.
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line®. Approximately three-quarters of these familie® lin the south. The monthly expenditure of
3% of such families is between 10% and 20% belosvstandard, while a further 3.3% was not
lower than 10%.

Families that most certainly are not poor amour8@@% of the total, with values nearing 90% in
the north and the centre-north and 64% in the sdutbnsues that approximately one-third of
families that are not poor (74.4%) live in the ceftorth.

3.6.1.4 Families that risk poverty

Families that risk poverty, i.e. those families wbaonsumption levels are just above the poverty
threshold (within the 20% margin), amount to 17%hef total in the south and to approximately
8% in the centre-north.

After showing that poverty levels have remainedssatitially unchanged between 2000 and 2006, a
Carita$' report did however reveal that a significant clearep emerging from numerous surveys,
was represented by the increase in the numbernafiés that risked poverty, families that lived
just above the line of poverty (by € 10 to € 500¢uand which according to ISTAT amounted to
900,000. According to the Caritas — Zancan re@onultidimensional approach that did not solely
focus on the monetary aspect of the problem, shaiatdthough poverty had not increased what
had actually grown was insecurity as Italian faesilwere increasingly worried of not being able
handle negative events, such as the sudden ilbiesfamily member, the instability of work or the
rising cost of mortgage. After having shown theseleonnection between poverty and the number
of components making up a family, the report higiiled that “every new child that is born, besides
being a hope of life, raises in families the riskbecoming poorer” and that Italy was wittingly or
unwittingly encouraging families to stop havingldhen, with the consequence that the birth index
in Italy is among the lowest in the world.

3.7 Immigration®

All analyses show that Italy in not very many yelaas become one of Europe’s principal countries
of immigration from being a country of emigratiomith an immigration population of nearly three
million (up from 2,768,000 in January 1, 2086)n just over ten years — from the Nineties tcatpd

— the proportion of immigrants on the total popiolatgrew from 1% to today’s 5%, therefore over
a span of time that was much shorter than thatrdedoby other large European countries with a
more established tradition of immigration, such r@amy, France and United Kingdom. There has
been in recent times also an influx of immigrarasitg from the new EU members from Eastern
Europe. According to Caritfsestimates, legal aliens in Italy in 2006 were 3.B-million, which
makes lItaly, alongside Spain and immediately d&&ermany, as one of the big European countries
of immigration.

% See note 37

% CaritasRassegnarsi alla poverta? Rapporto 2007 su povettasclusione socialé Mulino, 2007

2 Data included in this paragraph were predominadiyvn from ISTAT, Annual Report 20086, chapter 6
9 Estimate calculated by the sum of registered goraninors with foreign adults having a stay permit.

% Caritas XVII Rapporto sull'lmmigrazione — Dossier Statisti2007
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Table 45. Foreign citizens who have signed the publregistry in the 1996-2004 period

Average
1996 1997 1998 1999 2000 2001 2007 2008 2004 annual
increase

Total

. 143,151 132,505 127,114 152,900 192,557 172,836 ,7268| 392,771 373,086
foreigners

-7.4 -4.1 20.3 25.9 -10.2 -2.4 132.8 -5.0 20.] 120.

Source: ISTAT, Rapporto Annuale 2006

The conspicuous heterogeneity of the immigrant faijmn (some two-thirds of legal immigrants
come from 15 countries across the globe) reducesrigk of creating cultural, religious and
metropolitan ghettos as has occurred elsewhere uirope. Migratory flows and peaks have
coincided with the amnesties that have been gramtedmentioned earlier when discussing the
issue of undeclared employment, the so-called Béissiprovisions (laws 189 and 222 of 2002)
included an amnesty which benefited 650,000 immniggra

Foreign women residing in Italy have contributegn#ficantly to improve, albeit moderately, the
country’s fertility rate (from 1.19 to 1.32 childrgper woman). Foreign citizens who have been
naturalised are currently 180,000. Over five yeéns, number of foreign students has doubled,
going up to 431,000 in the 2005/2006 academic yad&004, foreign citizens who been charged of
one or more crimes were 117,000, i.e. 21% of tha.t62,000 have been sentenced (26%). In 2004
in Italia, public and private hospitals dischargedre than 433,000 foreign citizens, i.e. 3.3% ef th
total number of discharged patiefts

The resources city administrations have spentdogidgn citizens as part of the services provided
under the heading of “immigrants and nomads” amedinto 2.4% of overall spending,
approximately € 127 million out of a total socipksding of nearly € 5.4 billion.

Among the various types of resources availablenfionigrants, the single most significant item was
represented by economic aid, which absorbed 26.#A%eoresources utilised under “immigrants
and nomads”. This was followed by housing, whickabed 18.9% of spending. The remaining
resources were divided between the professiondlsaervice (17.3%) and the activities in favour
of social integration (15%). The “professional sbdervice” is what immigrants initially seek for
information, guidance and support. In 2004 thisviser offered support to 175,000 through its
network of social workers: some 15,000 immigrarggensought its intermediation to find housing.
The activities carried out by city administratiangavour of social integration have involved some
240,000 immigrants. The services provided includéucal mediation, recreational, social and
cultural activities designed to stimulate the imé&igpn of the immigrant population.

3.7.1.1 lllegal flows

Italy is much exposed to migratory flows becauseit®fgeographical position. If the French
government has confirmed for 2007 the target ofeixyy 25,000 illegal immigrants, in Italy

persons apprehended in this condition exceed 100gear. In 2006, out of the 124,383 illegal
immigrants singled out by law enforcers, only 36.%45,449) were repatriated (in 1999 it was
64.1%).

% ISTAT, from administrative data relating to hospitischarge files gatheed by the Ministry of Healt
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Table 46. Italy. Refusals, expulsions and repatrian of foreign citizens (1999-2005)

1999 2000 2001 2002 2003 2004 2005 200¢
Persons involved 112,881 130,791 133,655 149,783 5,730 105,662 119,923 124,383
5 —
% of repatriations out | g, 4 50.5 56.4 59.1 61.6 56.8 453 36.5
of persons involved

Source: Dossier Statistico Immigrazione Caritas/iiges. Elaborazioni su dati del Ministero delldénto

Within the European context, Italy has conductgda project for the benefit of human trafficking
victims. Starting from 2000, the initiative provitl@ssistance to as many as 45,331 persons, the
great majority of whom were women victims of sexegploitation: in approximately one-third of
the cases (13,854) bursaries were granted.

3.7.2 Immigrants and employment

The employment rate among immigrants is remarkalgi, contributing to 6.1% of Italian GDP.
They pay nearly € 1.87 billion in taxes through(®®00 income tax returns.

Presences for work or as a consequence of thenirggoof families (92% of the total) are very
high*®. Northern Italy continues to be the principal pofeattraction for work-related presences
(59% of the total at a national level), the cemsraignificantly behind (26.4%) while the south is
even further adrift (14.7%).

Table 47 - Italy. Reasons behind the presence ofjkd immigrants (31.12.2006)

Reasons Presences % Reasons Presences %
Work reasons 2.083.470 56.5 Religious reasons 70,152 1.9
Family reasons 1,312,587 35.6 Residence of electign 51,204 1.4
Study reasons 107,427 2.9 Other easons 65,212 1.8

SOURCE: Dossier Statistico Immigrazione Caritasidiges. Elaborazioni su dati Ministero dell'IntermoAffari
Esteri

For the first time, ISTAT recorded in 2006 the gnif second-generation immigrants, i.e. the
aggregate number of foreigners born in Italy, nfethose who have acquired Italian citizenship,
was nearly 400,000.

The number of foreign women in ltaly at the end 2006 has been estimated by the
Caritas/Migrantes dossier to be 1.8 million, egléaa to 49.9% of the total immigration

population, confirming that women are a constait @nsolidated feature of the current migratory
process.

The activity rate of foreign women is high: 58.4%nared to just over 51% of the total female

population. More than half does domestic work amdvigdes personal assistance (more than
700,000 according to official statistics, but itviell known that many are undeclared), a mono-
sectoral option (often obligatory) that does navard their professional skills. Another relevant

sector (1 out of every 10 workers) is that of h®#ahd restaurants. An INPS figure relating to 2004
revealed that the annual average wage of a femmategrant worker is around € 7,136.00 equal to
58.6% of the wage of a man, which is in turn lowsan that earned by an Italian man. Female
immigrants are also more exposed to the risk ompleyment (on an average by 8.6%). In fact, if

for men the unemployment rate is 3.6 percentaget@bigher than the overall rate, for women the
difference increases to 4.6 percentage points.

According to a research commissioned by the Mipistf Internal Affairs to “Makno &
Consulting”, respondents, in 85% of cases, getlaa of immigrants from what they hear from TV

% Caritas, op. cit.
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news and believe that illegal immigrants outnunibgal immigrants by 50% (as if there were 4.5
million illegal immigrants).

Out of the 10,000 complaints it received in 200®& National Anti-Discrimination Bureau came
across 218 cases of ethnic and racial discriminad@hile most occurred at work or concerned
housing, cases of discrimination also involved tretes between neighbours and the services
provided by public offices and other entities sashbanks. Italians tend to treat differently those
with a different skin colour (that is why Africarege the most affected) or professing another
religion (in particularjslamophobiais on the rise). A difficult life with dire shoreings. For two-
thirds frequented by immigrants — of whom one duheee is without a stay permit — Caritas help
centres have highlighted the consequences of haiajle to rely on a network of family relations
and friends while underlining that the crucial lpieons faced by immigrants are joblessness, low
wages and homelessness, without neglecting alittier problems arising from povetty

The Caritas report — based on ISTAT data — caledl#tat foreign workforce in 2006 amounted to
1.47 million people (1.35 million employed and 1®X) jobless, with an unemployment rate of
8.6%), two-thirds of whom are concentrated in tbetm one-quarter in the centre and 10% in the
south. 40% of foreign workers are employed in tidustrial sector and 55% in the tertiary, while
only a small percentage in agriculture. More thar-quarter of foreigners work in disadvantaged
shifts: 19% in the evening (from between 8 PM tdPM), 12% at night (after 11 PM) and 15% on
Sundays. 85% work as employees. Their rate of iac(iv3.7%) surpasses by 12 percentage points
that of the Italian population. The overall annudrease of employees (425,000 persons) can be
ascribed by approximately two-fifths by legal aken

On an average, the foreign workers signs two cot#tfia one year. In the construction sector, 20%
of immigrants work in black. However, as work be@smore stable and regular, trade union
enrolment also rises: 680,000 in 2006, approxingaiee-third of the workforce.

A sign of stability is also represented by the cstesicy of the number of foreign entrepreneurs
(141,393 according to chambers of commerce datae@\wy CAN on the basis of citizenship).

Foreign entrepreneurs have been increasing atateeof 8% with respect to the growth trend
recorded in the past years and 70% operate in tradeonstruction.

The Caritas report showed that notwithstandingfaiee that immigrants only earn an average of €
10,042 p. a. (Inps data relating to 2004), thely stanage to send consistent amounts of money
back home.

The situation described by the surveyMddicins sans Frontier&son the condition of immigrants
who work in agricultures in the regions of the 3oaf Italy, aptly titled ‘A season in Hell*, is
truly dramatic. And the conclusions drawn by MSE drastic: thousands of immigrants, 70% of
which illegal, obliged to live in conditions whicire unacceptable in a civilized country. MSF
holds the whole of the political, institutional,caaconomic system responsible for a state of affair
which, notwithstanding a harsh law against illegamigration, tolerates an alarming exploitation
of illegal immigrants because it is necessary  ghbsistence of the local agricultural economy.
The situation appears unchanged from the previ®@@gl Zurvey. These immigrants which arrive
healthy from their country of origin, become ilbfn the harsh labour and living conditions, when
simple routine treatments would be enough. Bagic#ile conditions ohew slaveryare clearly
etched.

9 Caritas, op. cit..
% An NGO also known aBoctors without Borders.

% Medici senza FrontieréJna stagione all'inferno — Rapporto sulle condizidegli immigrati impiegati in agricoltura
nelle regioni del Sud Italia2008
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The survey was conducted on the basis of 600 questires, handed out during the course of an
intervention and cure campaign by an MSF team alullegsed to those situations which seemed
most to require sanitary aid.

72% of the interviewees had no residence permf 8@d no work contract and thus had no legal,
sanitary or social security protection. Black labeuen accounts for 70% of regularized foreigners.
The vat majority were not provided with protectiagainst toxic agents, nor with working clothes

and accident protection items. On average theywaahk less than 4 days per week for 8/10 hours a
day for a wage that goes from 25 to 440 euro pgr waile a third said they earned less than 25
euro per day. According to MSF operators, thesededys often work no more than 8 days a month
earning no more than 240 euro.

Housing conditions appear disastrous: ruined fammdimgs, abandoned factories, decaying
structures without minimal services (water, eledlyj toilets), with no door or window frames.
MSF denounces the absence of any public welconotigi@s or structures. 65% of the interviewed
immigrants live in abandoned constructions, 20%einted spaces, often sharing the same space
with 4 people; half sleeps on the floor on someligaard or a mattress. 62% of those interviewed
has no access to toilets. 64% has no running veatgrmust resort to public fountains. Often they
denounce episodes of intolerance, violence andmaci

Notwithstanding the fact that the Italian Sanit8gstem guarantees assistance and treatment also to
irregular immigrants, half of those treated had looked for medical assistance; more than 60%
said they “did not know where to go”, or that thresked loosing work days and wages, or because
the public health centres were to far away, offéar of being identified as irregular.

3.8 The South (or the Mezzogiorn8)
3.8.1 GDP, employment and productivity

In 2006, GDP in southern Italy rose 1.5%, compdmed.9% nationwide and 2% in the centre-
north. In the 2003-2006 period, aggregate GDP énrtbrth and centre rose 3.7%, while growing
only 1.4% in the south. It was the longest and nsmious interruption in the process of
convergence between the south and the rest obtn&ry since many years. The slump was not due
to a problem relating to capital accumulation (gréiged investment grew 7.5% compared to a
stagnation in the rest of the country) but ratleea slowing down of consumption (which, over the
same period of time, grew by 2.9% compared to 4i8%he centre-north) and to a fall in
competitiveness with respect to the rest of thentguand to international markets as testified by
the impact of imports on GDP which grew to 23.692006 from 18.7% in 2002.

As for employment, working units in the south gr&®2% in 2006 (compared to 1.8% in centre-
north) after a slump of three consecutive yearyvering in a single year the jobs lost since 2003.
Notwithstanding the negative trend of employmenthie 2000-2006 period due to the restructuring
underway in all sectors, productivity (value addedeach worker) went down an average 0.1%
every year, in th&lezzogiornaas in the rest of the country.

2006 GDP per head in the south was € 16,919, aelpvto 57.4% of the GDP per head in the
centre-north, which was € 29,459, a difference\adrcE 12,000. The gap between the geographic
areas shortened by a single percentage point iyesiss.

The positive trend shown by investments in 2006 skghtly better in the south (2.5%) than in the
rest of the country (2.3%).

Also, exports in 2006 grew by 6.8% in the southlipu®.8% in the rest of the country.

19 pata for this subsection is principally drawn fréRapporto Svimez 2007, sull’'economia del mezzogipRome,
July 10, 2007
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All southern regions showed per head GDP that aasi than the average recorded in the country:
the best performing region, Abruzzo, has a per I@&2& equivalent to merely 80.6% of that of the
country; while in the regions where performanceasst, GDP per head is equivalent to just 64.2%
in Calabria, and does not reach 70% in Campanigljdand Sicily.

Table 48. Per head product and related componenta the South (indexes: centre-north = 100)

Years Product per head | Product per working unit | Rivigrunit per inhabitant
In€
(current rate) (@) (b)
2000 13,962.7 82.1 82.1 68.6
2001 14,721.8 81.9 82.1 69.3
2002 15,260.2 81.5 81.8 69.9
2003 15,626.7 82.1 82.5 69.6
2004 16,038.8 82.0 82.6 69.4
2005 16,331.6 82.3 82.8 69.4
2006 16,919.1 82.6 82.8 69.5

(a) Calculated on current values and prices.
(b) Calculated on linked values (year of refere@680).
Source: Developed by SVIMEZ from ISTAT and SVIMEZ.

In 2006, the employment rate, in the 15 to 64 agem grew by 0.7% in the south and by 1% in
the centre-north. In the south employment rategisakto just 46.6% of the population, very far
from average European levels.

It is above all atypical work that is on the rige the south (75,000 units), predominantly
concentrated among youths, with percentages 9 timgser than that recorded by open-ended
contracts. Also growing is part-time work and thentoer of self-employed.

Unemployment rate in the south in 2006 was 12.38ndfrom 19% in 2000. But out of the half-
million who have disappeared from the unemploymehtonly half have really found a job, while
the other 250,000 have simply stopped looking fraba

The shortage of jobs has triggered new migratooydl towards the centre-north. What also
emerged is a postponement in the cycle of lifeheféntry in the job market due, on the one hand,
to the difficulties in finding employment and, ohet other hand, in the growing propensity to
remain in the education system.

In the grey zone of joblessness, out of the 2.@aniinactive at a national level, 1.7 million (63%
was in the south. It is interesting to observe thany who are not actively searching for a job
would be available for work.

Table 49. Principal indexes of the labour market: 205 and 2006 averages (percentage values)

Rate of activity Employment rate Unemployment rate
15-64 15-64

2005 2006 2005 2006 2005 2006
South 53,6 53,2 45,8 46,6 14,4 12,3
Centre-North 66,5 67,2 63,3 64,2 4,8 4,4
North-West 67,6 68,4 64,6 65,7 4,4 3,9
North-East 68,8 69,6 66,0 67,0 4,0 3,6
Centre 65,2 66,0 61,0 62,0 6,5 6,1
Italy 62,4 62,7 57,5 58,4 7,8 6,8

Source: Developed by SVIMEZ on ISTAT data. Laboucd-Survey.

3.8.2 Labour policies

In 2005, resources to boost income (passive pslicigere higher than those set aside for
stimulating employment (active policies) for thee@ad year running. Spending for active labour
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policies amounted in absolute values to € 6.7dnlli0.47% of GDP. From 1996 to 2005, the
number of those who benefited from active labouicps rose by 41%, above all in the south,
where the number doubled. Growth was significandt @mstant until 2001 at a national level while
over the following four-year period there was atcaction (-30%). The analysis at a territorial leve
showed that there was a marked growth over thiedesod in the south where the number of those
who benefited quadrupled in 2001 with respect 961 %vhile increasing 35 in the centre-north; on
the contrary, the number of beneficiaries conticettea faster rate in the south (-40% compared to -
19.3% in the centre-north). The fall recorded iesth past years reflected the fact that the prihcipa
job stimulus tools were no longer implemented, antipular the slowing down of incentives aimed
at maintaining jobs, consisting mainly of tax bredkat had represented one of the key and most
effective incentives. These were gradually redustagting 2000 and finally altogether stopped in
2003, while the effects of the incentives specificgranted for the hiring of new workers in
Objective 1 areas gradually ceased.

3.8.3 Undeclared employment

According to Svimez estimates, out of the nearlymilion of irregular ULA™ in 2006,
approximately 1.7 million (57%) are in the cenmt@th and correspond to 9.3% of total
employment, while the remaining 1.3 million (43%¢ @n the south, with a rate of irregularity that
was more than double (20.5%) while recording a ¢jnovate of 1.3% between 2000 and 2006,
compared to a drop of 6.7% in centre-south.

The rate of irregularity in the south rose onceiraga 20.5% in 2006 after having dropped to 19%
in 2004 and recorded a peak of 21.5% in 2002.dhykar, the number of irregular workers grew at
a rate that was three times higher that of regutakers: 2.7% (+37,000) against 0.8% (+44,000).
Even in the centre-north, once the effects of theesty had ceased, irregular employment in 2004
started to increase again at a rate similar tgtbesth of regular employment.

In the southern regions, the rate of irregularigsvhigher in all productive sectors. The difference
with the centre-north is particularly conspicuonsndustry strictly speaking and in the constructio
sector. In the industrial sector proper, also asoasequence of the high presence of micro
enterprises in the south, the gap between the teasaof the country is enormous: 13.5% in the
south compared to 1.8% in the north. It would appkat irregularity in this sector is an almost
exclusive feature of the south. The constructioctasein the south — a sector whose impact on
overall industrial employment is double with regpecthe rest of the country — recorded a rate of
irregularity of 22.8%, compared to 6.1% in the hofiirade in the south is the single sector with the
than the rate recorded in the rest of the couritBy4Co).

3.8.4 Economic growth and regional gap in EU-25

The past ten years have been characterised bygaepsive widening of the European Union to
include countries with lower income levels charestal by higher rates of growth and faster
catching upprocesses. The new member states recorded in99te 2004 period a growth rate
(6.1%) which was almost 50% higher than the resEwofope. Even within EU-15, the poorer
regions, grouped into Objective 1, grew more thandrea’s average: over the entire period, GDP
per head grew an average 4.5% per year, comparddl® in the remaining regions. Faster
development in Objective 1 regions is indeed sigaift and is also a proof of how structural funds
have contributed to trigger growth. An exceptiorihirs scenario is southern Italy. The performance
of the south over the entire decade is markedlygromompared to that of other Objective 1 areas:
GDP per head in the area grew by 2.8% (4.5% inChgctive 1 area) in 1995-2004 and by just
0.4% (3.8% in Objective 1 areas) in 2000-2004.

0lg5ee 8. 3.5
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3.8.5 Pressure from organised crime

Organised crime is another of the handicaps affgctiouthern economy and society. Killings

ascribable to mafia organisations were 109 througtiee country in 2004, all in the south, with the

exception of one which occurred in Lombardia. TH@8 killings caused by organised crime

amounted to one-third of all the voluntary homisid®mnsumed in the area and were fewer with
respect to the past as a sign of the change itegyr@perated by criminal organisations. As far as
robbery is concerned, the worst affected region @aspania that with nearly 16,000 reported
cases (unchanged with respect to 2004), represégidof the total in the south and 34% in the
country as a whole. The phenomenon of extortionthénsouth affects the Campania region (956
cases) more than the others, followed by Pugli®)6Sicily (668) and Calabria (351), i.e. in the

four regions were the presence of organised cranweell rooted. Cases of extortion were, however,
on the rise everywhere between 2004 and 2005.

At the end of 2007, city administrations that hadeived disbanding orders in compliance with law
221/1991 had risen to 171: 75 in Campania, 49 @ilySi37 in Calabria, 7 in Puglia, to which 3 in
Basilicata, Lazio and Piemonte should be added.dDtihe 171 cases, the disbanding order was
reiterated 24 times (14 times in Campania, 7 imysand 3 in Calabria).

Extortions continue to be the typical crime of mabrganisations and notwithstanding the trend of
advancing more manageable demands, the cost pfabhe or protection, continues to be extremely
prohibitive. According to Confesercenti estimatasproximately 160,000 businesses are forced to
pay protection money. One-third of them were inilsiavhere 70% of businesses were paying
protection; the percentage rose to 80% in CatamdaRalermo. In Calabria, 15,000 businesses paid
the pizzq which is half of the total, with a peak of 70%Reggio Calabria. In Naples, in the areas
north of Bari and in the Foggia area, 50% pay fatgrtion, with peaks in the hinterland of these
cities that reach the totality of shops, restawamid construction firms.

The number of shop owners who have been suckedhetmoney-lending ring is estimated to be
more than 150,000, out of whom at least 50,000 heeptracted debts with mafia-type
organisations. Nearly half of all the businessméio are in the hands of loan-sharks in the country
was located in Campania, Lazio and Sicily. As gprton of the number of active businesses, the
highest value of money-lending victims was in Cakal§30%), followed by two regions where the
mafia is not traditionally rooted, Molise (28%) abalzio (29%).

Crimes ascertained by law enforcers connectedealldgal “cement cycle” were also on the rise:
7,038 during 2006, up 8% with respect to 2005. fiibe reflected the growing number of illegal
qguarries and other extracting activities that hlagen closed down. 49% of all illegalities linked to
the cement cycle is located in the four regionseviee mafia is traditionally rooted, with Campania
occupying first place, followed by Calabria, Sigiand Puglia. These same four regions are again
on top of the list in Italy as far as illegal canstion in coastal areas is concerned. In thesasare
61% of all reported cases and 63% of all seizucesioed.

The turnover of counterfeiting activities in Italy estimated to be in the range of between € 3.5
billion and € 7 billion, 70% of which generatedthre south. The most affected sector is fashion,
with a turnover of € 2.55 billion, which is half tife total generated, followed by electronics @1.
billion), toys (€ 0.49 billion), consumer goods @35 billion), pharmaceuticals and cosmetics (€
0.35 billion).

According to the "Sos Impresa” report on crime lmnfésercenti, criminal organisations make an
annual profit € 90 billion, making the mafia thgdest earner among lItaly’s businesses.

3.8.6 Education and yield of the investment for education
The education process in the south has improvetfisantly in the past fifteen years. From 1990
to 2006 the schooling rate grew nearly 30 percenfagnts, compared to 20 p. p. in the centre-
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north, to 92,5% (nationwide average of 92.4%),abgralmost entirely closing the initial gap. The
rise was particularly significant in the higher @edary education, where 83 out of every 100
enrolled student in the 14-18 age group come filoensbuth. A crucial increase was also recorded
as far as tertiary education in the south is carexrwhile in fact 70% of high-school graduates
join university (75% in the centre-north), they Midke more time to get a degree. A significant
portion of the human capital is not directly em@dyproductive processes. Youths between 20 and
29 who graduate in sciences are 7% in the soutli@%din centre-north.

Though the school dropout rate has improved, eschool leavers in the south were 25.5%,
compared to 16.8% in centre-north, which is stilitg distant for the EU average of 14.9% (2005),
which according to the targets set at Lisbon shbelfurther reduced to 10% by 2010.

The situation is even more critical if comparedhwsthooling rates in EU countries: people in the
25-64 age group that have high school diplomashén@zech Republic, Slovakia and Hungary
range between 75% and 89% of the population, cosdptry 42% in the south and 51% in the
centre-north. The higher endowment of qualified bhontapital could turn out to be a key

competition lever for the delocalisation of enteses. Another critical element is represented Iy th

gualitative shortcomings of our school system, esfllg in the south. The PISA survey by the

OECD showed that in 2003 learning levels among h®ut the south was on average 10% lower
than those among students in the north. It wouheppear that a 4-out-of-10 fail mark in a school
report of a student in the north would correspand 7 in the south.

3.9 Industrial accidents

Italian pubblic opinion was dramatically impressieg the grave accident at the Torino plant
Thyssen Group, in witch six workers died during fine occurred. This last dramatic accident has
increased further on the social alarm on this m ltght also of President Napolitano’s repeated
appeals in the occasion of other mortal accidents.

According to the latest INAIL annual report (Auguad07), reported accidents in 2006 were
928,000, down by 12,000 (-1.3%) with respect togrevious year, notwithstanding the nearly 2%
increase in the number of jobs. The fall in the banof accidents mainly concerned males (-1.7%),
because the percentage of injured females remainelstanged. The most consistent decrease was
in agriculture (-5.2%) and in industry (-2.2%), Wehthere was a slight increase in the services
(+0.2%). The south has distinguished itself witB.8% decrease, followed by the centre (-1.3%)
and by the northwest (-1.1%). More than 60% ofdexis are concentrated in the north.

The fact that not all injuries are reported, esglgcin the areas of underground labour, must be
kept into account: some estimates calculate thapanted accidents are around 300,000 a year.

Against a backdrop of declining industrial acciderd countertendency concerned atypical and
non-EU workers. Industrial accidents among qualpatdinate and interim workers recorded rose
in 2006 (+19%), while the rise in the number of 4t workers covered by INAIL (now over two
million) produced a rise in reported accidents3uf%o with respect to the previous year.

Declining accidents — at least the reported casgsre offset by an increase white death$® up
2.2% in 2006, after having diminished over the pgast-year period (-11.9%). In fact there were
1,302 industrial deaths in 2006, 28 more than énpifevious year. Just over 50% of the deaths were
caused by road traffic accidents occurring whilevatk or while going to or off work.

192 'young people in the 18 to 24 age group that hakigglh school diploma but do not take part in oteducational
activity.

193 n Italy fatal on the job accidents are caltedrti bianche literally: white deaths
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Notwithstanding the contrary trend recorded in 2006rk-related deaths have diminished over the
past five years by 3.2%. Mineral extraction is geetor where the death frequency is highest,
followed by transports and construction.

Italy showed an index of 3,085 injuries for ever§0 000 workers, below the average value
recorded in the 12 countries of the EuroZone (3,688well as in the EU-15 (3,221). The ranking
resulting from the harmonised statistics placdy H#so for 2004 below countries comparable to it,
namely Spain, France and Germany. As far as indusircidents involving deaths, Italy recorded
an index of 2.5 deaths for every 100,000 workerdine with the figures from EU-15 and below
those from the EuroZone (2.8). In the last fivergelowever, on the job injuries in the EuroZone
have decreased on average more than in Italy.

Though constructions continue to record a high remdf deaths, it is not the sector with the
highest number of overall accidents. Accident fegtry indexes are in fact highest — from 69% to
92% higher that that recorded in industry and se/i- in such sectors as the processing of metals
(steel and iron, tubes, structure, tools, etc)nah-metal minerals (construction materials, glass,
tiles, ceramics), of wood, and, in fourth pace,dbestruction.

As for industrial deaths, the highest frequency again recorded in the mineral extraction sector, a
very high 0.37; followed by transports and condtamc (both with indexes of 0.20). Worth
mentioning apart is agriculture, where the risktoures to be very high with a frequency index that
is 75% higher with respect to industry and serviceaking it one of the riskiest sectors in terms of
both overall frequency and accidents with permamguaties or deaths.

Industrial illnesses showed a substantially staleled in Italy: 26,03 reported cases, down 0.6 —0.%
from 2005.

3.9.1 INAIL'S commitment in combating undeclared unemplment

Basing itself on ISTAT data on undeclared employtnémail estimated some 200,000 industrial
accidents among undeclared workers. The institagestrengthened its pool of inspectors. 22,830
non-compliant enterprises have been singled outjvalgnt to 80.4% of those which were
inspected, with peaks recorded in the south (82)3%fh 5 percentage points in terms of non-
compliance from 74.6% in 2005). Declared workeeren53,272, 63% in the north, 19% in the
centre and 18% in the south.

4 L INKAGES, TRADE-INS AND TRADE-OFFS BETWEEN DIFFERENT ELEMENTS OF
WORKING AND EMPLOYMENT CONDITIONS

4.1 Structural gaps and principal trends
4.1.1 The “southern question”, undeclared work and lowteof activity

In describing the general context of the statehef Italian economy (8 2), we brought to light a
number of structural shortcomings within Italiaroeomy and society: thilezzogiorngfirst and
foremost, whose deficiencies and delays in term&asinomic development and civic progress
contribute — as observed — to worsen working camtht the low rate of activity of women; a
percentage of hidden economy and undeclared wagkifisiantly higher than that recorded
elsewhere in Europe, correlated with a low emplaytrate at least in that portion that remains
unaccounted; the difficulties faced by the youndimaing a“decent job” and by the over 45 in
finding a new job after having lost the previoueofrhis latter case, in particular, highlights a
specific issue, that by which the high degree otgution reserved to insiders combines with the
difficulty that outsidershave in accessing an employment having the sameqgbian and the same

pay).
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Against this backdrop, what causes particular conge the consideration that in the poorer,

“Objective 17, regions of EU-15, per head GDP ie 095-2004 period grew an average 4.5% p.
a., while progressing in southern Italy by 2.8%%.in the Objective 1 area) in 1995-2004 and by
just 0.4% (3.8% in Objective 1 areas) in 2000-2004.

These structural elements of the Italian econonwe leeen aggravated by the enormous public debt
accumulated during the Eighties, when the growtthefltalian economy was “drugged” by soaring
public spending and by the weight of debt interestsch pushed public deficit up to over 10% and
debt from 60% at the beginning of the Eighties ¥eral00% at the beginning of the Nineties. The
need to bring down these debt and deficit levelsJenkeeping inflation under check, with a view
to complying with the criteria set at Maastrichdahus be among the first wave of countries into
the Eurozone, has been a key constraint for thi@rntaconomy from the Nineties to now, curbing
its growth.

The Nineties in Europe opened with the most serfeasssion since the end of the war, affecting
Italy in a particularly vehement way, as testifledthe loss of over 1.5 million jobs in the indystr
sector (see 8§ 2). The weak recovery recorded is¢loend-half of the decade in the continent, was
further restrained in ltaly by the need, as we haliserved, to cut budgets considerably. This
unsubstantial recovery was followed, in the eadyt pf 2000, by another downturn, whose effects
were once again particularly serious in Italy. Baling the modest growth in the 2006-2007 period,
the outlook is again not positive as the econonagcés itself against the expected recession in the
US; a recession once again caused (as it had hetbe Nineties following the Enron cra¥hby

the consequences of reckless financial operatitiessubprime crisis), in an economy that appears
to be excessively dependant on growth factors tinkevealth produced by financial speculation.

4.1.2 Slowing down of growth and productivity

This situation has slowed down ltalian economy &bmost fifteen years, at the same time
producing a stagnation of productivity: GDP at ¢ansprices for the economy as a whole grew in
the 1992-2006 period at an average annual ratet®6 {compared to 2.5-3.0% in the Seventies and
Eighties), falling in the 2002-2006 period to 0.78e § 3.3.2 Table 6). The annual average growth
rate in the 1992-2006 period was under 1% (compape@-2.5% in the previous decades),
decreasing to nil in the 2002-2006 period. Thissticaslowing down of both the economy and
productivity is viewed as the cause of decline loé dtalian economy. Driven by the good
performance of the exports sector and, in partic@BSMES belonging to the segment employing
between 100-250 workéefs the brief recovery of the 2006-2007 period, whilgnalling the ability

on the part of the Italian economy to bounce bags not enough to fill the gap accumulated in
fifteen years. Italy’s declining productivity becesiclearer from an international comparison: from
1998 to 2007, productivity in thleusiness sectancreased by 3% in Italy, compared to 8.5% in
Germany, 12.5% in France and 20% in the United &amg.

4.1.2.1 The reasons behind Italy’s low productivity

But what is the reason behind this low growth indurctivity and its decline with respect to the
principal European countries. We believe, fourdesttan be singled out:

» During the Nineties and 2000, Italy recorded anralennual average growth rate that was
modest, and lower (or similar, as regards Germasge-Table 50) than that recorded by the
principal European countries; at the same time,@vawn employment rose at an average annual
rate (1.3%) that was often higher (barring Spdmantthat recorded by the principal European
countries: it was clear that productivity could matrease at a higher rate (see also Table 11).

194 stiglitz J.,1 ruggenti anni 90 Einaudi, 2004

195 Mediobanca — Unioncameriee medie imprese industriali italiane 1996-20@806

84



Table 50. Real GDP and Employment, 1998-2006, avgmannual rate, Total Economy

GDP Employment
Euro area 2.2 1.4
France 2.3 1.1
Germany 1.4 0.5
Italy 1.4 1.3
Spain 3.8 3.8
United Kingdom 2.8 1.0
United States 3.0 1.2

Source: calculation by the authors on EUROSTAT itelata, Main Economic Indicators

» the reason behind the lower level of productivifyltalian enterprises lies in thesize factot
(Table 12): in fact, if the averages recorded klidh manufacturing firms are observed,
productivity in Italy (As can be observed, low puatlvity growth and declining productivity
are partly due to structural factors — i.e. lowdarativity of SMEs, whose impact on the Italian
economy is stronger than elsewhere in Europe (grapkin enterprises having between 1 to 9
workers are 30% in Italy, compared to 7% in Germdiyo in the UK and 12% in France) and
low productivity in the south — and partly due tbe growth of capital productivity. As we
have observed low productivity growth in Italy wése, at least from 1996 onwards, to rising
employment achieved in a low-growth scenario.

As we will see, this last factor can be ascribedh® change of the Italian model of development
from labour savingto capital savingln the 1980s, the excessive cost, and the excegsveh, in

the cost of labour led enterprises to carrylabbur savinginvestments whereby high GDP growth
did not correspond to an equivalent growth in emplent. In the 1990s the opposite trend emerged
as a moderate growth of salaries and increasingutatilexibility led to a capital saving

development model, which ensured a significant dyem in terms of occupation notwithstanding
a modest growth.

On the other hand, the fifth column of Table 52adleshows that, in all companies belonging to all
size classes, the cost of labour in Italy as agmtagn of total production costs (notwithstandiheg
relatively high tax wedge - Table 10) was the lawasong the countries surveyed. The cost of

labour cannot thus be considered as one of theatritveaknesses of Italian productivity and
enterprises.

» Table 52) is 24.5% lower than Germany’s, 18% thean€e’s and 28.5% than the UK’s. But if
the differences are examined for same-size compafoe the ones employing from 20 to 49
workers to those employing from 50 to 249, produttilevels are substantially in line (barring
Spain) or even higher in Italy. In should be obsdrin any case that pay differentials with
respect to other countries are almost invariabdyér that productivity differentials.

« If Total Factor Productivity performance is analysé is possible to observe that capital
productivity recorded growth rates that were systieally lower than those recorded by labour
productivity in the period between 1993 and 20Giital productivity grew slightly more than
that of labour in the period between 2004 and Z60gure 3)

« The low productivity of labour in the enterprisdglte south (see Table below)
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Table 51. Value added per employed person (grossblaur productivity) by area, economic
activity and firm's size class (employment). Yea2005. Thousands of €

North-West North-East Centre South
Industry excl. Construction
1-19 335 33.3 27.2 23.4
20 and over 63.0 56.9 66.5 49.1
Total 52.2 47.7 48.9 35.6
Construction
1-19 27.0 33.4 26.3 27.9
20 and over 52.4 49.8 47.2 35.2
Total 31.6 36.7 30.0 29.5
Non -financial business services
1-19 32.8 28.9 28.1 23.4
20 and over 48.5 42.8 54.8 38.8
Total 39.0 334 38.3 27.8
Total
1-19 32.1 30.6 27.6 24.2
20 and over 55.2 50.4 58.5 41.7
Total 42,5 38.7 40.1 29.6

Source: calculation by the authors on data fromA$ T "Struttura e competitivita del sistema delle imprieskistriali
e dei servizi - Anno 2005Rome, 2007

As can be observed, low productivity growth andlidewy productivity are partly due to structural
factors — i.e. low productivity of SMEs, whose inspa@n the Italian economy is stronger than
elsewhere in Europe (employees in enterprises gavetween 1 to 9 workers are 30% in ltaly,
compared to 7% in Germany, 11% in the UK and 12%rance) and low productivity in the south
— and partly due the low growth of capital produtgi As we have observed low productivity
growth in ltaly was due, at least from 1996 onwatdsrising employment achieved in a low-
growth scenario.

As we will see, this last factor can be ascribedth® change of the Italian model of development
from labour savingto capital savingln the 1980s, the excessive cost, and the excegsiveh, in

the cost of labour led enterprises to carrylabbur savinginvestments whereby high GDP growth
did not correspond to an equivalent growth in empplent. In the 1990s the opposite trend emerged
as a moderate growth of salaries and increasingulalblexibility led to a capital saving
development model, which ensured a significant dyam in terms of occupation notwithstanding
a modest growth.

On the other hand, the fifth column of Table 5Zdeshows that, in all companies belonging to all
size classes, the cost of labour in Italy as agmagn of total production costs (notwithstandiheg
relatively high tax wedge - Table 10) was the lawawong the countries surveyed. The cost of
labour cannot thus be considered as one of theatritveaknesses of Italian productivity and
enterprises.
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Table 52. Earnings and productivity according numbe of persons employed class. Average
2002-2004 . Manufacturing

Earnings Productivity Share of personnel
(AV/persons employed costs in production
Italy deficiency with respect other countries

Germany 38.5% 24.1% 23.5%

Spain -2.6% 0.6% 16.9%

Total France 21.9% 18.1% 17.2%
Italy 0.0% 0.0% 15.3%

United Kingdom 32.3% 28.5% 20.5%

Germany 22.1% 13.3% 24.9%

Spain -0.5% -8.4% 20.1%

1-9 France 29.0% 25.4% 14.0%
Italy 0.0% 0.0% 12.5%

United Kingdom 36.2% 44.2% 21.8%

Germany 20.6% -1.4% 28.5%

Spain -2.2% -19.5% 22.9%

10 -19 France 27.2% 13.1% 25.8%
Italy 0.0% 0.0% 18.3%

United Kingdom 33.4% 22.5% 26.9%

Germany 26.9% 0.9% 28.9%

Spain -11.2% -23.7% 20.2%

20 - 49 France 17.0% 0.2% 22.3%
Italy 0.0% 0.0% 16.9%

United Kingdom 25.5% 9.0% 26.0%

Germany 22.8% -3.4% 24.6%

Spain -9.2% -15.0% 17.6%

50 - 249 France 5.7% -14.2% 20.5%
Italy 0.0% 0.0% 16.2%

United Kingdom 22.3% -0.3% 24.0%

Germany 33.6% 9.9% 22.6%

Spain 3.4% 12.0% 14.0%

250 and over France 13.7% 5.8% 15.7%
Italy 0.0% 0.0% 14.0%

United Kingdom 25.2% 18.3% 18.0%

Source: calculation by the authors on EUROSTAT iueldata, Structural Business Statistic

4.1.3 The wages

As we observed earlier (8 2.2 and § 3.3), withewwio overcome the financial crisis and achieve
admission in the Euro area, Italy resorted tosth@al pactmodel, which was also implemented by
countries that were facing similar conditions. Tmedel consisted in tripartite talks defining a
common policy (“concertation”) on wages and onithplementation of a policy aimed at reducing
public spending by a sum that during the Ninetiemanted to a total of several hundred billion
Euro, and of which the 1995 pension reform — peefisuccessively in 1997 — was a key element.

The 1993 agreement targeted the disinflation oftdle&an economy to be achieved by safeguarding
the buying power of wages. To this end, a key maas the linking of the wage dynamics to
planned inflation (8§ 2.2 and 8§ 3.3). This resuited long period of wage moderation during which
wages recorded, in the 1993-2006 period, a lossigihg power, which fell at an annual average of
0.3%, and weak earnings, rising only 0.2% per y&hars outcome was also due to the fact that
planned inflation was often applied incorrectlyt mocompliance with the spirit with which the tool
had been defined in the 1993 agreement, cumulatidgference between planned and effective
inflation by some 10 percentage points in 13 yeAssa consequence, real growth was far more
modest compared to that of other European counfpiesing lItaly in (8 3.3.Brror! Reference
source not found) 20" place in terms of net wages among the top-30 cimsnbf the OECE.

1% 0ecdTaxing Wages: 2004/200%2006
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Banca d'ltalia’s latest survey on the wages ofidtalfamilies”” showed that the improved
performance of families where the breadwinner i®@ployee in the 2004-2006 period (+4.3% in
real terms) compensated but partially the reduag@orded in 2000-2004: in the 2000-2006 period
the income of these families had remained subst§ntinchanged in real terms (0.3%), compared
to a growth of 13.1% recorded by families where tineadwinner is a self-employed. Thus, if in
the last few years there had been a degree ofamtial in favour of the families of employees, in
the 2000-2004 period the focus moved away from eyga to self-employed income. In fact, in
the period under observation, the families of erygés recorded a loss of income of approximately
4 percentage points, while those of the self engalaynproved income by some 13 p. p. This is the
outcome of the slowing down of the wage dynamiah@&2000-2004 period, of the failure to check
the dynamics of prices and of rising public spegdmthat same period.

Against this backdrop, wages have become a keyecorior the country.
4.1.4 The precariousness of labour

The other key issue that has forcefully emergedhduhe 1990s and the early part of 2000 is that
concerning labour flexibility and irregular work.sAve have observed (8§ 2.1, 3.2 e 3.4.8), laws
aimed at making the labour market more flexiblee (tffireu and Biagi” Laws — 8§ 3.4.8.1) were
implemented especially in the second-half of thé®0K9in line with the other industrialised
countries and in compliance with the indicationsotg from the OECD and the ESE - European
Strategy for Employment. These laws radically cleahtipe labour market.

The diffusion of fixed-term contract work in Italy the employee sector proper is substantially in
line with European averages (12-13%) and thosaebther principal countries (8 3.4.8.2 ). In the
first-half of 2006, temporary employment (comprgitemporary employees as well as quasi
subordinate workers — see Table 33) involved apprately 2.7 million workers. But the highest
increases were recorded among the young, wheraumbder of fixed-term employees rose from
31% to 40% [Error! Reference source not found); in the south (up 10% between 2002 and 2003);
among women, with an annual average increase ob&¥seen 2000 and 2006, compared to men
with an increase of just under 1% in the same defiver-30 temporary employees represented up
to 60% of total temporary contract employees. Tha&re of temporary employment grew rapidly
also in the public administration sector.

In 2006, the average duration of fixed-term cartgavas approximately 13 months: 37% of such
contracts lasted six months or less. But what agaiwerged was that the situation worsened for
women and in the south (with contracts lasting\arage of 10 months, with a working week of 28
hours — 8§ 3.4.8.2.2). Temporary work for young peoigs associated with a high degree of
precariousness especially if they come from pofamailies or less educated.

If we consider the percentage incidence of fixethgecontracts, quasi-subordinate and occasional
workers, women are almost double the men. The émoe of women temporary workers, ages 30
to 39, on the total of women workers of the same, &gdouble that of men (and it is more than
double for ages 40 to 49), showing the greatercdifies that women find in stabilizing their jobs
during their working-life.

4.1.5 Immigration

Further change in the structure and of the Itati@onomy and social fabric has been determined by
immigration: as we have seen (seErfor! Reference source not found), in the course of the last
ten years, ltaly, a country of emigrants, has tdroae of the principal European countries for

197 Banca d'ltalia,| bilanci delle famiglie italiane nell’lanno 2006Supplementi al Bollettino Statistico, Indagini
campionarie, Gennaio 2008
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immigration, with 2,77 million immigrants in Janya2006°%; with a percentage of immigrants that
has risen from around 1% to almost 5% of the fod@iulation. In this respect, clandestine or illegal
immigration represents an alarming issue: whilBriznce in 2007 the government estimated around
25.000 illegal aliens to be expelled, in Italy thember tallied 100.000. The terrible living and
working condition of the immigrants that work inreglture in the South, dramatically described
by the MSF survey (seeBror! Reference source not found), capture the image of an extreme
situation which does not concern the majority ofmigrants (who work in the centre-North and in
the metropolitan areas), but that must anywaysdnsidered unacceptable and rapidly and totally
eradicated. The intersection between (irregulannignation and hidden labour is the area at
greatest risk of working conditions in Italy.

4.2 The most critical points and their mutual influence

If those mentioned above are the basic trendsalraft economy and society, which in themselves
highlight some critical aspects (low wages, indigbof labour, illegal immigration), the crossing
of these trends with the labour market’s structedainents of weakness (women, young adults,
immigrants, hidden labour), and the overlappingtiadse critical areas, determine the specific
conditions of greater difficulty that have alrealddgen identified in ChaptdError! Reference
source not found.

4.2.1 Wage differentials and in-work at risk of poverty
4.2.1.1 Wage differentials

Wage dispersion in Italy is lower than in other nwies (the ratio between the first decile and the
last is of 2.5 in Italy, compared to a ratio of weeén 3.2 and 3.5 in the other major European
countries —Error! Reference source not found). The unadjusted gender pay-gap also appears
relatively limited for the whole of the economyabmpared to the mean European average (8
Error! Reference source not found). However, the composition of employment by schuapl
level, more favourable for women than for men, musttaken into account. The private sector
shows a clearly negative gender correlation: ifoesider the individual distribution eimployees’
gross yearly earning@vhich include the impact of part-time jobs andefi-term contracts), we can
see that (Table 16 ) the quota of female presameases with the decrease of the decile class (in
the lowest decile female presence is 63%, maleepoes36.3%) For hourly wages the correlation is
not as clean cugror! Reference source not found).

The company size related aspect of wage differsnisaalso evident: wages in enterprises with
between 1 and 9 workers are half of those of thrgelaenterprises (Table 12); territorial
differentials appear less accentuated, but sigmficonetheless: in the south wages are 15% less
than in the North-West and 5 points lower thanhi@ other territorial departments. All in all, the
low average level of wages is largely determinedtly incidence of wage levels in small
enterprises, whose quota of employment is definitégher in ltaly than in other European
countries.

4.2.1.2 In-work at risk of poverty

The Italian peculiarity is that the highest quotavorkers at risk of poverty is in the young adult
and intermediate age groups, with a prevalence &t nworkers compared to female workers
(probably due to the lower levels of female emplewnfi® — see &rror! Reference source not

found.). In Italy the percentage of workers at risk ok@uay is around 9-10% for ages 18-24 and

198 Caritas estimates place this figure at 3.6-3.Tionil

199 Anche se questo dato appare, almeno in part@nimaridizioni con tutti gli altri disponibili suiiffierenziali negativi
di genere.
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25-54 and between 2% and 6% for those over 65umke these percentages are reversed; 12-13%
for those over 65 and between 7 and 9% for the geuage groups. Italy also shows the strong
correlation with schooling levels, present in otheuntries. On the other hand the Ires survey (8
Error! Reference source not found) had highlighted particularly low wages among ygpaaults
(between 750 and 900 €/mth), especially those witktable jobs: for quasi subordinate workers,
especially the younger ones, yearly earnings addboug few thousand euro at most (8 3.4.9.3).
Immigrants too, especially the illegal or irregularorkers, show strongly negative wage
differentials and earning well below subsistencele

4.2.2 The issue of female labour.

As we have seen [@rror! Reference source not found), in the decade from 1996 to 2006 female
employment has increased at a rate almost doubteothmale employment (an average of 2% a
year, compared to 1% for males). The rate of ferpalgicipation remains fixed in Italy at 51%,
about 13 points less than the EU-15 average: aefigthich worsens for younger age groups, for
whom participation and employment rates are 17-€r8gntage points below the European average.
In the South this figure drops to 31% and in tlst tlecade has increased only by 5%, compared to
a growth of 10% in the North.

All'in all, female participation is still influenceby family duties which, in Italy more than in eth
European countries, appear as an important obgtaeletry and permanence in the labour market.
The asymmetrical distribution of the housekeepirggknloads, the inadequate supply of children
oriented services, and waelfare system which does not adequately support familse and
assistance, represent critical elements in thenmloog of work and family needs.

The issue of unpaid work offers a gauge for theffeculties: no matter what, between paid and
unpaid labour, women living in couples work 1h146nmm than men, and 1h36’ more if there is a
child. However, if we look at the ratio betweendpand unpaid work, men dedicate 80% of their
time to paid work and women 44%r¢or! Reference source not found). This is certainly one of
the basic reasons for the difference in careerpgeas.

We have already seen Egror! Reference source not found) how, within precarious work, the
female component is higher: between 2000 and 2@@€pdrary female workers increased by
almost 3% compared to the slightly less than 1%meh; and how temporary labour, in its entirety,
results double that of males in the central ageigsdfrom 30 to 50 years of age). All together, the
guota of women employed in temporary jobs are 15d8ainst 9.4% of males).

In the decade between 1996 and 2006, female pagt¢mployees have grown by more than 71%
(compared to the increase of 9% of males), themler went from 20% to 26% of the total of
employed women. The increase is concentrated imgleegroups where women face the necessity
of combining paid jobs with family needs; so muoh that the majority resorts to part-time jobs so
as to be able to take care of their children.

Once again the difference of the South standsvoarking mothers register only 38% (compared to
63% in the Centre and 72% in the North-East).

The area of inactivity, commonly known as tirey area includes 2.6 million working people (15-
64): women are more than 1.7 million of these.

The difference in career prospects is reflectetthénindividual wage differentials; we have seen the
negative correlation between female participatiod #he increase in income: the female quota
drops within the higher income deciles.

The correlation between reconcilability of familgaeds and career, both with the possibility of
access to the labour market, and with the recagnaf one’s own professional skills, is evidenced
even in the surveys based on questionnaires haodedo subordinate workers (Error!
Reference source not found. ISFOL data, based on the EuroFound Survey, shbats25% of
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those interviewed in Italy consider the possil@htiof reconciling family life and work as
unsatisfactory, compared to the 18% European agerag

The second ISFOL survey shows that wages and cérgkling are the points where female
satisfaction is lower than male satisfaction: 068/5% of female workers say they are satisfied
with their salaries (compared to 61.7% of malesy anly 53,8% are satisfied of their career
possibilities (60% for males). And this, despite fact that career possibilities are correlatedh wit
higher educational levels, which in turn are higherong women workers. Interviewees show
increased awareness of gender discrimination: éneeptage of those who say they are aware of
this type of discrimination rises from 4.5% in 20@2ose to the European averages) to 6.5% in
2006.

4.2.3 Young adults.

All the data examined evidence the difficultiesyolung adults in both the internal and external
labour market. We have already seenEfgor! Reference source not found) how precarious
work mostly concerns young adults, among whichdit&m employees rose from 31% to 40%
(Error! Reference source not found), and how among young adults precarious work meoted

to low levels of human capital (low schooling andfpssional training levels) and with family
backgrounds where there are no working membeithiose who work also hold precarious jobs, or
the are employed in unskilled labour. Only 13% aamiversity degree.

In the last decade, Italy has experienced a saamfigrowth in the rates of employment and activity
(see 8Error! Reference source not found) — more than other European countries; and a nfrop
unemployment rates (&rror! Reference source not found). Within this setting, the tendency to
delay entry in the labour market reduced the pmseari young adults in the labour market by
almost 8 percentage points (about 15 percentagetspopmpared with EU-15). For the same
reason, the rate of unemployment among young adldtsfell from above 30% in 1996, to about
20% in 2006. The drop in the rate of activity haa@erned men and, to a greater extent, women: 5
percentage points for the former, 8 percentagetpdan the latter.

All in all, compared to the European average, rafesctivity and employment for young adults in
Italy register a difference of 14-15 points.

We have also seen how young adults earn lower w@jesor! Reference source not found.e
4.2.1).

At the same time, workers over 45 also show diffies with regard to finding a new job after
having lost one (&rror! Reference source not found).

4.2.4 The South

As we have seen, the South of Italy is the areahich all the indicators of distress are cumulated
and mutually amplified.

This large territorial divide must be taken int@agnt to fully understand the condition of labaur i
Italy.

We have seen that, notwithstanding an overall condé modest economic growth, in Italy,
compared to the other European partners, one gidhitive trends of the last decade has been the
growth of employment (almost 3 million units in tgears) and a drop in the rate of unemployment
(of about 4.5 percentage points) now relatively lovthe Euro area, especially among the bigger
countries (6% against a 7.2% average at the er2D0OF'9); this said, the rates of activity and
employment remain relatively lower than the Europeaerage (59% compared to 66% EU-15,
and 63% versus 72% EU-15).

10 FUROSTAT,“€uro-indicators news releage13/2008, Jan. 2008.
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These averages, however, are the results of a betareen profoundly different situations. In the
2003-2006 period, aggregate GDP in the North andr€eose 3.7%, while growing only 1.4% in
the South. It was the longest and most seriousrupgon in the process of convergence between
the South and the rest of the country in many y€8isrror! Reference source not found).

If we disaggregate employment data for the majoitéeial departments, we can see how the rate
of activity in the South is 53.2% compared to tl8e76% of the North; the employment rate is
46.6% in the South, compared to 66-67%% in the INdhe unemployment rate in the South is
12.3%, compared to 3.5-4% in the NorError! Reference source not found). It is evident from

all these indicators that the situation in the NRayt the Country is comparable to, or better than,
that of EU-15.

As we have already seen for of other critical diffties, these become more so in the South:

» the female employment rate for the South is abdds 3or 2006, about 15% lower than the
domestic average; working mothers register only 388mpared to 63% in the Centre and 72%
in the North-East);

» out of the 2.6 million inactive at a national level7 million (65%) are in the south;

 the rate of total temporary employment is 14.7% auth, compared with 9.8 in North and 12.6
in Centre;

 the rate of work irregularity is more than dout#?8.6%) in south compared to North;

* poverty is more widely spread in the South, whaeegroportion of poor families is nearly five
times higher than that recorded elsewhere in thetcg; in the South, 22.6% of the families
appear to be below the poverty line, while these lass than 7% in the Centre-North; also
poverty intensity is higher (seeBgror! Reference source not found); approximately 75% of
the 1.14 million families, whose total income i920elow the standard poverty line, live in the
south;

» Despite the significant improvement of educationtle South in the past fifteen years
(schooling rate grew nearly 30 percentage poirdsypared to 20 p. p. in the Centre-North,
particularly significant in the higher secondaryddsrtiary education); according to the PISA
survey by the OECD, in 2003, learning levels amgogths in the south was on average 10%
lower than those among students in the North. peaps that a 4/10 failing grade in the report-
card of a student in the North, would correspond @10 passing grade in the South

4.2.5 Poverty

In the preceding paragraphs we have seen the theuttqmnections between poverty and different
working conditions (in-work poverty, gender discimation, wage differentials, south, etc.). With
regard to the 2.623 million families who lived ielative poverty in 2006, 11.1% of total resident
families, it is necessary to stress the main factorrelated to the condition of poverty: above the
expected correlation with the presence of unemployembers in the family, there is an evident
connection with: the level of schooling of the heddhe family, and of the other working family
members; with a family composition of five or marembers; and with the head of the family
being a manual worker.

Although there are no available specific estimatdb,in all a connection between poverty,
completely black labour (excluding double jobs asinple irregular labour), and illegal
immigration, as is evidenced by the MSF survey.

4.2.6 Social protection.
As we have seen, in contrast with other Europeamtci@s, the most pressing preoccupation for
Italians today, is not so much the sustainabilitfhe social security system, and of pensions in
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particular (these, after the reforms of 1995, 2048] the latest one dated 2007, are for the most
part guaranteed), as the adequacy of future pendiwroday’s younger age groups, which run the
risk of not being able to guarantee a sufficierd dacent way of life. On the whole, at present, the
incidence of expenditure for social protection lbb@ GDP is one point below the European average,
with a higher share for pensions than for othenggespecially for unemployment benefits. Apart
from the income of the younger generations’ fujpeasions, the other fundamental issue is that of
a broader and more adequate protection from tkeofisnemployment. This is a difficulty which,
coupled with active labour market policies that an@able to guarantee re-employment, affects the
situation of those over 45 who loose their jobs .

4.2.7 Labour quality in the questionnaire surveys.

Surveys conducted through questionnaire distribu{seeError! Reference source not found)
have the merit of providing the self-evaluationtlodir own jobs by the workers interviewed. From
the interviews the same issues, which appearedatifuom the analysis of the economic indicators
considered till now, remain central: a widespre&satisfaction for the low level of wages, and
preoccupation with the instability of labour; themy about future pensions also pops up.

Other aspects of the quality of labour, which ardygpartially highlighted by the economic
analysis, also come into view with type of survéhe ISFOL analysis, based on data from the
Third European survey on working conditioosnducted by EuroFound, shows, in ltaly, greater
difficulties concerning work autonomy, labour qtplithe degree of hierarchical centralization, and
the diffusion ofteam work than in other European countries. At the samee,tithe situation
appears more satisfactory with respect to possilofi choosing how to perform a task or of being
able to vary the working hours. The higher degrédierarchical centralization, and the lower
diffusion ofteam workare probably connected to the large amount of Isenéérprises in Italy; the
same is also true for self-organization of labour.

The second ISFOL survey also highlights the prepatan with insufficient career opportunities
(which represents a decisive factor in labour dyglthe high levels of repetitive work, especially
among manual labourers, but also among the highifigadons. The 2006 survey shows a
worsening of career prospects, of the work rhytlams intensity, of salaries, compared to the 2002
survey.

For both salaries and career prospect, dissaisfacs higher for women. There is also a net
correlation between satisfaction of one’s job is fbtality (career, salaries) and the level of
schooling. On the strongly felt social issue of jpjuries, there is a significant correlation witre
amount of hours worked. Other surveys also showowel level of diffusion, in Italy, of
experimenting with organizational innovation (basad greater involvement of workers, their
professional growth, and permanent training) comegbao other European countries. Often between
missed career opportunities and scarce mobilitg, picture of labour appears motionless: a
significant quota of workers hold the same jobdibiof their working lives.

Despite these critical elements, that confirm teenario painted by the economic indicators
previously examined, all the questionnaire basatleyss show a high level of satisfaction with
one’s job: almost 80% of those interviewed stateg they are satisfied enough or very satisfied
with their jobs, with working atmosphere and witteit relationships with colleagues and superiors
(a very similar percentage to that registered meoEuropean countries).

This self-evaluation certainly reflects a propanti of the reality of one’s job to the objective
possibilities offered by the general social andnecoic circumstances. Nonetheless it must be taken
into account. Moreover, on the basis of a seriesbgéctive indicators, thEourth European survey
on working conditions dated 2005, places Italy amongst the countrieth Wetter working
conditions.
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4.2.7.1 The levels of schooling

All along the course of this paper we have seenctireelation between the greater difficulty of

working conditions and the lower levels of schoglinn this perspective, along with the data
considered on this subject, the gap shown in italje levels of schooling of employment appears
significant: 40% of employment in Italy ranks iretlower class of education by comparison an
average of 27.7% for EU-15, 26% France, 22% U.ikd, 5.6 Germany. Male education levels are
worse than female ones. These low levels of schgoban probably be attributed to the

predominant demand for low content of knowledge kwd schooling profiles by the enterprises,

which have influenced the supply and demand onitngi

4.3 The segments most at risk: young adults, women, ignants, undeclared work, the
South.

The picture which emerges from the above paragratibsis us to highlight the more critical
aspects of the Italian situation.

In a scenario characterized by a widespread dsfaetiion for wage levels, which now occupy the
centre of the political agenda, in general, thegmedifficulties seem to be:

* entry into the labour market for women and youngjtscl
» the negative wage differentials that these categare subject to;

» problems of workers, and families, with lower sclvog levels both in entering the labour
market, and in their working conditions;

» the general working conditions in the areas whéaekband hidden labour is more intense
(it is not by chance that job related injuries als®o concentrated in these areas);

* in the conditions of immigrants, especially illegales;
» for those over 45 years of age who have lost {bbs;
* in the poverty or the at poverty risk that clusierghese circumstances.

All these elements are especially amplified in 8euth of the country, while the Centre-North
performances do not diverge significantly from EheoZone averages and, often, result better.

According to the surveys on the quality of labauworsening of the on the job working conditions
is evident: an increase in work rhythms; in healilzards and job related injuries; apprehension of
manual workers both as to salaries and working itiond (repetitivity, physical strain, toxicity and
hazards); unease as to career prospects; a sdfficgod of organizational innovation based
worker participation and the increase in professiaontent.

4.4 The policies

Policies for the bettering of working conditionseapbviously very controversial matters: the
solutions proposed by the social parts and by itfierent political forces are often divergent, ttn
in opposition.

As is well known, two alternative positions conft@ach other in the social-economic debate: one
fixing its attention on the deregulation of the keis,especially the labour markeds the condition

to better the allocation of resources and of innesits, and which believes that the burden (deemed
excessive) of the unions, of collective bargainargl of concerted action curtails development.
According to this position, further deregulation tbe labour market represents a condition for
growth of the economy, of employment, and finaly the bettering of the over-all working
conditions. The fundamental ingredients of thisgeare an increase in working flexibility (both
for entry and for exit), a loosening of the bindifagce of collective bargaining, especially at
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national level. In the specific Italian contextistiviewpoint, ofliberalist mark, is not as worried
about the restraints of public finances and oftthkancing of the enormous Italian public debt, and
considers a reduction of the taxation level asrmafirst priority.

This position is opposed by that sfcial-democratistamp, which consider the foremost priorities
the safeguarding (albeit through their updating)tleé fundamental principles of welfare, the
defence of the weakest classes, and which maintamsole of the state to be vital both in
guaranteeing that the rules of the market and ofpstition be truly respected (more, in promoting
them where conditions of monopoly or of corporatitecks thwart them), and in making up for
market failures where these are most evident: in guaranteeinglegpportunity of citizens
(especially the most disadvantaged); in rebalantengtorial differences that the market not only
seems unable to bridge, but seems indeed to aggrawvahe safeguard and repairpafblic goods
damaged by an unchecked economic growth (enviropmtenritory, historical and cultural
heritages, etc.); in guaranteeing universal aciepsimary rights for all citizens (health, eduoati
work, housing). According to this approach it ig fllfilling of thosepublic goodsthat represents
an opportunity fosustainablegrowth, rather than an impediment.

With all the caveats of the case — for, it is emid¢hat no political or social formation is
deterministically referable to either one of thetpositions — the government of the centre-right
coalition, presided by Silvio Berlusconi, has begjs natural, inspired by the first position; l&hi
the centre-left coalition which, albeit with smalargins, won the last elections and is presided by
Romano Prodi, is inspired by the second.

The Berlusconi government choice of confronting theons in the attempt to abolish, or weaken,

the safeguarding of workers from dismissal for shgause, of declaring concerted action to be out-
dated, and, finally the law for the new regulatadrthe labour market, testify to the prevalence of

the first approach (although, an agreement withttve major Italian confederation was reached,

called ‘Patto per I'ltalia’, which reintroduced some form of concerted agtion

The Prodi government has focused its action orettalgets: continuing the road of the recovery of
the Italian economy (already started under theredsnft government of 1996-2001), through
reduction of public deficit and the rebuilding ofpsimary surplus (to reduce the debt stock),
primarily fighting tax evasion but even at the cobincreasing fiscal pressure, trying however to
protect at least the lowest incomes; raising thiellef competitiveness of the Italian enterprisgs b
reducing the fiscal wedge (between cost of laboar met wages) by five points, a part of which
should lighten the fiscal dues on the companiestia@dther those on the wages; effective action to
reduce the instability of labour, to oppose irreg@nd undeclared labour, and for the prevention of
work accidents.

The analysis of the different solutions adopted dlre last ten years by governments of both centre
left and centre right with regard to contract flakiy can well illustrate how the different
approaches of the two coalitions produce diffel@md divergent results. We have seen above (8
3.4.8.1) the different approaches adopted by the pneceding governments, and the radical
innovations of the Biagi Law.

4.4.1 The July 2007 tripartite agreement and the subsequieaw 247/07.

The new tripartite agreement of July 23 2007 (betwgovernment and social parts) and the
subsequent Law 247 passed at the end of '07, mmes consensus of different viewpoints
concerning: the pension system, the labour magiet,a series of social protections (nevertheless,
it has been criticized not only by components efdkntre-right - especially because it modified the
previous pension reform - but also by the moredefiomponents of the government coalition). The
agreement, however, was approved by more than 8G%e wver 5 million workers who voted in
the referendum called by the three major Unions.
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Law 247 is gproxy law(legge delegawhich defines the criteria that should inspire #xecutive
decrees of that same law; these must be approuath\i008. Unfortunately the Prodi government
crisis, precipitated on January"™#y the unattained vote of confidence in the Sefate of the
two houses of the Italian parliamentary systemyl, thie outcome of the early elections, run the risk
of jeopardizing the enactment of this legal bill.

4.4.1.1 The labour market.

With regards to the labour market, Law 247 provifigghe reorganization of labour incentives, so
as to favour open-ended working relationships (as walready done with thiax wedgé* cut
decided by the government, which was only for opeded contracts) and female employment; it
also provided an incentive — through tax deductiefsr so called “long part-time contracts”, seen
as a tool to reconcile private needs and workifeg &s well as for the temporary transformation of
working relationships to respond to care-givingdsee

The law also provided for immediate interventioffgetive immediately) in three instances: the

duration of ordinary unemployment benefits (seeZ&331) passed from seven to eight months for
workers under 50 years old and from ten to twehantis for those over 50; full social security

contributions for the entire period of unemploymémhich used to be guaranteed only for limited
periods); and raised the level of compensatiom{f&®% to 60% of the last salary for the first six

months, 50% for the seventh and eighth month, &8 for the following months); the reduced

requirements unemployment benefits (8 3.2.3.2) named from30% to 35% for the first 120 days

and from 30% to 40% for the following days for aximaum of 180 days.

The law also indicates the criteria of reform oé thocial security cushions (that should have
become effective 12 months after the law was passbd progressive harmonization of the

existing unemployment and mobility benefits (se8.83) with the creation of a “single scheme
aimed a supporting the income, as well as the edins in the labour market, of the unemployed
without distinction of work status, sectoral belongg company size, or type of working contract”;

the adjusting of treatment on the basis of the exskages, the more difficult working conditions

(the South), and “especially the female workingdiban”; a progressive extension and integration
of earnings ordinary and extraordinary integratfand (Cig; see 8§ 3.2.3); involvement of the

enterprises “in the process of the reallocationwofkers”; support towards the stabilizing of

working relationships, towards employment, espgcialr females and young adults, and towards
the entry in the labour market of the more disathged elements.

An important principle, reintroduced by the new lawalteration of Decree n. 368/2001 (8§ 4.4.1),
provides that “the subordinate work contract mustmrally be stipulated as open-ended”: this,
together with the above mentioned incentives feady jobs, returns legislation to the support of
this type of labour. The law also introduced impattnorms against the abuse of fixed-term
contracts: now the limit of successive fixed-teromtzacts is the 36month of service, even if not
continuative; collective bargaining vigilance igexded to the use of these contracts, and the right
of precedence for fixed-term contract workers isecaf company recruitment is re-established.
With regard to part-time jobs, the law affirms teclusive competence of collective bargaining
both for the variation of duration and for the diaition of working hours, as well as providing for
the possibility of requesting (temporary) part-tirsieifts in case of care-giving needs, with the
possibility of automatic return to the antecedeoriditions, for all workers affected by oncological
pathologies, or to assist family relatives (to tthied degree) in the same conditions.

The law has also done away with open-ended staffthg and jobs-on-call, with some exceptions
provided for the tourism and entertainment sectors.

11 By tax wedge(cuneo fiscalpis meant the difference between actual net egraimd labour costs (compensation —
see OECD Glossary , note 18).
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The law also provides for the increase of socialiggy contributions for quasi-subordinate workers
(8 3.4.8.3) from 23.5% to 26.5 % to be fulfilledtime course of the next three years (within 2010);
this is a way of making recourse to these contramige expensive, and to increase social security
coverage for these workers; the law also introdunaternity benefits for women with a quasi-
subordinate work contracts.

4.4.1.2 The pension system.

With regard to the pension system the July 200@eagent and the subsequent Law provide for:

» 100% re-appreciation of the lower pensions to #te of inflation (those between three and five
times the minimum, i.e. for those between 1300 2080 €/mth at the end of 2007) for about
2.8 million pensioners; the increase to 580 €/ mtR({ €) for social pensions; the creation of a
new monthly payment, which varies according to paytrseniority from around 330 € to 500
€, for pensioners over 64 years of age and witeaaly income below 9500 € in 2007 (in 2008
this will concern about 7 million people);

» Starting from 01/01/08, access to “early retiretheor pre-pensioning, will be possible only
according to the fixed dates established by TaBleAzcess to early retirement.(according to
the previous government’s reform, minimum age faress would have been 60 years old); for
the more exhausting jobs (which must be define@rgd hoccommission, but among which
are assembly line jobs and night jobs) pre-pensguoan be requested three years before times
indicated.

Table 53. Access to early retirement.

Subordinate employment Autonomous employment
DATE YEARS QUOTA* YEARS QUOTA*
01-jan-08 58 59
01-jul-09 59 95 60 96
01-jan-11 60 96 61 97
01-jan-13 61 97 62 98

Sum of age seniority and payment seniority whithwa early retirement.

» Social security measures for young adults. Theasaeicurity cushion reform provides for: the
total contribution coverage of non-working peridds subordinate workers with discontinuous
careers — a measure which guarantees the fultatidin (totalization) of all the social security
payments made; the possibility of redeeming thesyemcessary to achieve the university
degree at low costs; the increase of contributfongjuasi-subordinate workers so as to better
their retirement plans; the total of these meassinesild bring future social security coverage to
a level not below 60% of the average earned income.

4.4.2 The 2008 Financial Act.

Thanks to the previous two financial acts, aimedaanomic recovery and the balancing of public
finances, and to the successful fight against tasien, the financial act for 2008 (Law 24 Dec.
2007, n. 244) introduced some first measures tosvdedreasing the tax burden on citizens, and in
favour of the weakest elements of the populatigrec8ically: a reduction of the municipal real-
estate taxes (ICl) on the first home up to a marinadi 200 €/year; a deduction from the Irpef tax
(Imposta sul reddito delle persone fisiche — Taxnalividual earnings) of housing rentals for low
income tenants, of up to 300€ for incomes to alddy®500€/year and of 150€ for those with
incomes up to 31,000 €/year; a fiscal bonus of 12Q@ar (tax deduction) for families with 4
children; while the amount deductible for mortgagashe fist home increases to 10%; a deduction
of up to 632 € per child for nursery school expsns& million euro are allocated to the
recalculation of family allowances for those faesliwith disabled members and orphans for 2008,
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while the fund for those who are not self-suffigiém increased to 100 million for 2008 and 200
million for 2009.

The financial Act makes the tax wedge effectivayitieing January*12008, through a reduction of
the rate of the Ires tax (Imposta sui Redditi d8lkeieta —Tax on Company Income) which will fall
by more than 5 points (from 33% to 27.5%) and efridte of the IRAP Tax (Imposta sulle Attivita
Produttive — Tax on Productive activities) whicHIiall from 4.25% to 3.9%.

4.4.3 Other measures against job instability, irregulaabour, and job injuries.

With regard to job instability, the government htaken direct action, before the provisions
mentioned above, aimed at:

* Reducing quasi subordinate work, by excluding tbsespbility of resorting to ihdependent
project contract workef's**? in call centres for workers manning the “in bours#tvice and
limiting the use of this type of contract;

» Stabilizing the work relationship of almost 22,080asi subordinate workers, by providing
incentives for the transformation of their contsaicito open-ended ones.

The 2008 Financial Act provided for the stabilipatiof those fixed-term contract workers who
have been employed in the public administration dbieast three years, and set limits to the
possibility of the public administration resortitgthese types of contracts in the future. A siskne
indemnity has also been introduced for apprentiassyell as tax deductions for fixed-term labour
incomes. The legal working age has been raised ff'omo 16 years old.

As to contrasting irregular work and work-placeunngs, enforcement of the specific law passed in
August 2006 Law (Law n. 248/06), which provided foew norms and limits to ensure the

regularization of those employed, has brought éodbsing of about 3000 construction sites which
evidenced grave and widespread irregularities it begistering workers, and in their insurance
coverage; following the agreements between theabgarts and the government, measures to
favour the regularization dblack labour have been provided (Law n. 296/06), moreover, the
government has intensified scrutiny by increasimg number of inspectors (more than 800 have
been hired), uncovering more than 200.000 prewoustieclared workers.

Law n. 123/07 (passed in August 2007), which ppay lawto be translated into operative norms
by subsequent delegated decrees, is finalizedeadmprehensive reorganizing of normative on
job health and safety, and, among other thingspviges: protection for special categories of
workers, both male and female, of jobs, and ofvdgtisectors which are especially exposed to
situations of risk; reformulation and reorganizatiof administrative and penal sanctions for
violation of health and safety norms; the empowgeohthebipartite bodiegEnti Bilaterali) of the
social parts in this matter; national level cooatiion of activity in matters of job health and $gfe
the reviewing of the regulations on the health aafity of workers for contract tenders (making
these a binding element to participate in continads and access facilitations).

4.4.4 The wage question.

At the end of 2007, after the Governor of B@&nca d’ltalid*® had stressed that the growth rate of

salaries was to low in Italy, the wage question hadn placed at the centre of the government’s
political agenda. The three most representativeotunihad proposed a common draft package of
requests in which they demanded an immediate fadace on the measures necessary to lighten
the tax burden on subordinate workers, recovefisioal drag, contrast the increase of prices which
reduces the purchasing power of wages. In Janu20§,2he report made by thlganca D’ltalia

125ee §.3.4.8.1.6
Mvedi§. 2.2.1;
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“Bilanci delle famiglie italiang on the budget of Italian families, has againtibed that the real
earnings of subordinate workers have remained fizetiveen 2000 and 2006, while those of
autonomous workers have risen by almost 14%. Thergment had declared its availability for
concerted action with the social parts, both wibpect to the demands set forth by the unions (also
because the reduction of the fiscal burden on slibate workers seemed possible thanks to the
good performance of both public finances, and sédi revenues), and for the revision of the July
1993 contractual model.

The revision of the July 1993 contractual model &ladady been raised several times, especially by
the entrepreneurs’ organizations, according to whbm central role of the national sectoral
contract in the July/93 model rendered it overgydj underlining the necessity of moving towards
company level bargaining. Dialogue on this issu til now, encountered difficulties even within
the unions. Recently, however, a more convergesitipn had been reached among the unions and
there was widespread consensus on: the need toipirthe tools to link wage performance and
productivity more firmly; giving more space to datmlized bargaining; and to make the
distribution of productivity profits easier.

The January 222008 government crisis, however, has interruphési rocess. The Unions have

decided not give up, though, and have embarkedsgned petition campaign to request that both
of the contending sides include in their programmesgnificant reduction of the tax burden on
subordinate work.

5 CONCLUSIONS AND POLICY RECOMMENDATIONS

5.1 The labour question in Italy

The sum of the data considered portrays Italy &ajfrthe most important advanced economies: a
democracy with a high standard of worker and umights, that gives universal, and almost
completely free, access to public health and edutatnd with an articulate and weighty system of
industrial relations; at the same time, a sped#imur questions clearly evident in ltaly, that for
many aspects does not appear to be in line wamthjority of the EU-15 countries.

The main aspects of this critical issue is alsaeni: low salaries, the diffusion and increase of
precarious labour, the burden of irregular work ahtéhe underground economy, the condition of
immigrants, especially illegal ones, and the problef the South. The specifics of female and
young adult employment, and the import of the leval schooling in areas of social unease, are
clearly evidenced. From the investigations of thldy of work, Italian enterprises have shown

themselves to be tardy in adopting the new formsrgénization of labour based on greater worker
participation, team work, on-going training, andydenhancement, as well as higher rates of work.

As we have seen, all these are obviously censakss of the socio-political agenda: the question of
the labour market reform and of the social secyrégsions reform were both cardinal points in the
July 2007 agreement. The wage issue was set bynibes to the now resigning government, and

the these now intend to launch an awareness camgaigugh a signed petition, re-proposing it to

all the political forces competing in the upcomiygril 2008 elections.

Although there seems to be a general consensusabaing the political forces and social parts, to
build the conditions which will guarantee wage @ases, the proposed solutions are different.

During the talks between the Prodi Government (fgefioresigned) and the unions, the possibility

of using part of the surplus of the fiscal revenukee to success in fighting tax evasion, to reduce
taxes for subordinate workers (through an incredgmssible tax deductions and tax cuts) allowing

for a significant increase in net earnings. Theggoment crisis has brought this process to a halt.
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The Partito Democratico (the major Italian cengf-party) has proposed that, even in this phase of
ordinary administration only (up until the elect®)na bipartisan agreement be reached with the
opposition, to pass these tax reforms, and so altowthe increase in net earning. And it has
anyway adopted the issue of wage increases, anedietion of fiscal pressure to this end, as one
of the central political items of its electoral qaaugn.

Confindustria (the major confederation of Italiamrepreneurs) has declared that while it agrees
with the choice of decreasing the tax burden oaris, these must be connected to productivity,
without which the increase in spending power rumes tisk boosting inflation, and this at the
expense of public finances.

The centre-right coalition, which opposed the gowent in the last two years, proposes that the
tax cuts on wages be concentrated on over-time syayed on bonuses deriving from company
bargaining and connected to company performanca/éaand beyond what already provided for in

the July 2007 agreement).

While it is not in the place of the authors to entgéo the merit of the debate, some elements do
emerge clearly from the comprehensive analysisnamst be pointed out.

Firstly it appears that a distinction must be mhdaveen those measures which are urgent, and
which can have immediate short-term effects, amablpms of structural nature which require
medium-term technical and political solutions.

Among the most urgent measures, which can undolytaédviate the issue of the buying power of
wages, there can certainly be measures that lightefiscal pressure on the wages themselves. But
the analysis shows that the growth of real earnings lower than that of the major European
countries both with regard to gross wages and geassings, thus, apart from the fiscal burden.
This is especially true for real earnings (thaatishe net of inflation) because inflation in Itdlgs
been much higher than in the rest of Europe. lddbecause of competition, nominal growth is
conditioned by the European average. We have sgerilte Banca d’Italia has highlighted the vast
amount of wealth transferred from subordinate wirke autonomous workers, professionals, and
entrepreneurs (especially between 2000 and 200dg.tlansfer can have taken place both through
a price policy which has taken advantage of a positf gain, and through a biased use of the tax
levy. It is well known that for the regular subardie employee, whose taxes are deducted at the
source, fiscal evasion is practically impossibléjlevthis is concentrated at the level of autonosnou
work, of the professions, of the enterprises ankidden subordinate labour.

Many analysts and policy makers have underlinedntiedd for a tighter link between wages and
productivity, and there is no doubt that wage panénce in the last decade has demonstrated the
necessity for a greater distribution of productiyirofits. Although it must be said that the growth
of productivity profits has been so modest thatauld have allowed for very minor allotments (in
the first five years of the decade productivitywtio has been nil if not negative).

The analysis highlights how the lag of Italian protivity has structural roots that have little to d
with wages, labour costs, and labour performancee@d, we have seen how, among the greater
European countries, ltaly is the one showing theeki incidence of labour costs on productivity
costs):

« the high amount (compared to other countries) adlsenterprises (and of their workers) that
lowers the mean of productivity (the so calszk factoy;

» the increase in capital productivity in the preddifteen years has always been lower than that
of labour productivity, save in the last three gear

« the productive specialisation in mature sector$ \wigh manpower needs particularly exposed
to competition from cheap labour countries (espiciafter the end of the Multifibre
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Arrangement — it is not by chance that some ofam@gdumping measures adopted by the EU
were proposed by ltaly, and that they turned oliet@ffective);

» the generally lower level of productivity in the 8b.

The quality of labour surveys, which we have exadjmrshow that between 2002 and 2006 there
has been an increase in work rhythns and scarcerieygnting with the organizational innovation
of human resources. The lower level of human cheitdowment in Italian enterprises appears also
to be connected with these choices.

It is possible to state that, in Italy, enterpribase tarried along tHew road of competition, based
essentially on cost containment (and hence alsmwipression of the costs of labour), instead of
choosing thehigh road proposed by the Lisbon conference based knoavledge-driven economy
and on the high-quality of labour. The signs of ioyement of the last two years (2006-2007),
seem to show that it is the medium enterprises,lthae introduced the most innovations, that are
responsible for the recovery of Italian exportsndwation appears as the key to revitalizing
competitiveness in those industrial districts thatl once represented an advantage for the Italian
industrial system, but which, more recently, hadargone a period of crisis due to entry in the
EuroZone, to the enlarging of Europe, and to gliaatibn with the entry in the market of new
competitors, especially central European countfiésna and India.

These problems of structural nature require medienm- investments both in technological and
scientific innovation, in organizational innovatjand in human capital.

From this point of view, the re-discussion of they22007 agreement which will take place in the
next few months, could be the occasion for a blalsie print to cope with what seem to be the real
problems both for the prospective growth of thédtaeconomy, and for labour conditions.

The crux of labour conditions is, of course, theutBp and its disadvantaged state. This is a
historical issue in Italian society (the so caltpgestione meridionale southern question), which,
currently, with the garbage disposal emergencyamgania, has made world headlines, and which,
along with the problem of organized crime, seemgdopardize the very basic tenets of democracy
in those regions of Italy. An issue which seemgegist even the most thorough attempts to solve it,
and which, with the termination of the extraordinartervention tools, and the closing down of
public enterprises in South at the end of the 1878tems to have further deteriorated: a critical
situation which sees the South of Italy as the afe@bjective 1 that registers the lowest levels of
growth.

This is not the place to propose solutions forabfam of this magnitude (whole libraries have been
written on thequestione meridiona)e certainly however, it is clear from our analysimat the
political and social forces should reassume catytria this matter, in the understanding that there
are no simple, or ready made, solutions, but thgtsalution will require some preconditions:

» An alliance of all the economic, political and sddorces, against criminality, corruption,
illegal dealings, nepotism, to favour the growthaoktrong fabric based on the ability to
compete autonomously and with adherence to the.rule

* A large quality investment effort — despite decadkepublic investment the South remains
severely lacking in the fundamental infrastructufteansportation, networks, research and
innovation centres). The quality of the effort musbwever, be stressed because public
expenditure does not represent a solution for thettSin and of itself, and, often, has
represented a problem: to a great extent corruptiepotism, and criminal networks, all
carve up their share of public expenditure.

* An effort to connect the south to the greater edi@the network of international trading, to
develop an entrepreneurial class able to measur® upe opportunities offered by the
global market.
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These measures are all the more urgent in vieweptogressive termination of the EU financial
aide for the more disadvantaged areas of the cpuntr

Regarding underground labour and the preventiojolofrelated injuries we have seen how the
government had, with constructive support fromdfpposition, adopted measures which had begun
to show important results. So too, the July 20@¥attite agreement had produced a proxy law for
labour market reforms which should have becomeatjper with the subsequent delegate decrees.
Today these commitments pass to the new parliantentpe elected in April 2008. The
government’s commitment to the fight against fiseahsion, which has allowed for a significant
reclaiming of taxable base, has demonstrated ¢ohimtan important tool for the emergence of the
hidden economy; hopefully this continue with th&trgovernment.

The possibility of overcoming the gap in female d&yment and participation in the Italian labour
market requires the setting up of specific welfaodicies, of family supportive services (from the
raising of children to the care of the elderly)daof incentives to female employment, that also
require large investments which, given the Italpublic finance situation, encounter significant
difficulties.

Immigration policies are complex and delicate issak over Europe. While it is necessary to be
able to exert strict control on the migratory flaxet is also true that immigrant labour is a
requirement both for advanced economies, and thie baeds of our societies. Female immigrants
represent a fundamental element in the care fomthe self-sufficient elderly and of children,
especially for families with working women. Moreay¢he pressure of migrant populations from
underdeveloped, or war-torn, countries cannot lestest by repressive means alone: whether it be
fence-building or repressive laws.

At the same time, it is necessary to respond tantreasing social alarm (present in all European
countries, and in Italy especially because of #y@d increase of immigration) for the diffusion of
petty crime (but also of organized crime) connedtetlegal immigration, to ethnic identity issues
(which can sometimes have religious consequentiehe increase of areas of social unease and
deterioration. These tensions can provoke xenopghatd racist urges. Without careful control of
the migratory fluxes, and without an adequate aet-erganized welcoming capacity, the risk is
that these drives become uncontrollable, and entayypacing under discussion the very principles
on which democracy in Europe has been recast\Af#il. It is not by chance that the radical right
in Europe exploits these worries and tensions faeld nationalistic sentiment.
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7 GLOSSARY

Due to the difficulty of finding exact correspondenbetween the Italian and English terminology
we here supply a short glossary of the principad, most peculiar, terms used.

Black work, Underground work, irregular work (Lawonero, lavoro sommerso, lavoro irregolare)
(see page 67)

Cigo, Ordinary Earnings Integration Fund (Cassadrdzione Guadagni Ordinaria) (see page 17);

Cigs, Extraordinary Earnings Integration Fund (@abg#egrazione Guadagni Straordinaria) (see
page 18);

CNEL, National Council for the Economy and LaboGofsiglio Nazionale dellEconomia e del
Lavoro);

Co.co.co, independent contract worker (Lavoratore un contratto di Collaborazione coordinata e
continuativa) (see page 55);

Co.pro, Project independent contract worker (Latweacon un contratto di Collaborazione a
progetto) (see page 55);

Contingent (interim) work (Lavoro interinale) (seage 50);
Earnings (Retribuzioni di fatto) (see page 19)

Fixed term work, fixed term employment contracenporary employment, temporary contract
(Lavoro (contratti) a termine, a tempo determingsee page 50);

Ici, Municipal real-estate tax (Imposta Comunaleriabili);

Inail, National institute of insurance for job-redd injuries (Istituto nazionale per I'assicurazon
contro gli infortuni sul lavoro);

Informal activities, economy (Economia informals¢é page 67)

Inps, National Social Security Institute (Istitutazionale previdenza sociale);

Irap, Productive Activity Tax (Imposta sulle Attigi Produttive);

Ires, Economic and Social Research Institute (ititi Ricerche Economiche e Sociali)
Ires, Company Income Tax (Imposta sui Redditi d8bteieta);

Irpef, Personal Income Tax (Imposta sul redditdedeérsone fisiche);
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ISFOL, Workers professional training developingtibase (Istituto per lo sviluppo della formazione
professionale dei lavoratori);

IVS , Total Invali@il}/, old age and survival pensso(Totale delle pensioni di Invalidita, Vecchiaia
e Superstiti);

Job on call (Lavoro intermittente) (see page 51);

Job sharing (Lavoro ripartito) (see page 51)

Mobility Allowance (Indennita di mobilita);

Ordinary Unemployment Benefit (Indennita di disggazione ordinaria) (see page 17);
Overtime (Lavoro supplementare);

Part-time work (Lavoro a tempo parziale);

Rsu, Unitary Works Councils (Rappresentanze Sirddcatarie) (see page 10);
Quasi-subordinate work (Lavoro parasubordinatdabokazioni), (see page 52);

Staff leasing , (lavoro somministrato) (see page 50

Tax wedge (Cuneo fiscale) (see page 82);

Temporary employees (fixed terms and atipical eygsocontract) (see nokaror! Bookmark
not defined)

Temporary employment, total sum of temporary emgdsy (fixed terms and atipical employee
contract) and quasi-subordinate workers (see pabeB3)

Underground economy (Economia sommersa) (see pgge 6

Unemployment Benefits with Reduced Requirementsiefimita di disoccupazione a requisiti
ridotti) (see page 17);

Wages, Wage rates (Retribuzioni contrattuali), (ssge 19);
White deaths, fatal on the job accidents (mortnblree, infortuni mortali sul lavoro) (see note 103)
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