In-work Benefits in Southern European Countries:

an Efficient Way to Overcome a Residual Welfare System ?

Francesco Figari

ISER – University of Essex. Colchester, UK CO4 3SQ. Email: ffigar@essex.ac.uk

PRELIMINARY VERSION: DO NOT QUOTE

ABSTRACT: In the last decade a growing interests in in-work benefits (IWBs) has been shown in most of the European countries. These instruments, through cash transfers paid by the tax system to households with low earning attainments, enhance the incentives to accept work and redistribute resources to low income groups. 

This paper analyses the effects of a potential implementation of a family based and an individualised IWB in Italy and Spain, using EUROMOD the EU-wide tax-benefit microsimulation model. The trade off between the redistributive and the incentive effects seems to be reinforced looking at the preliminary results of the simulations of the two IWBs. 

First round effects on income distribution, although being modest, are much more concentrated in the bottom of the distribution after the family based IWB rather than after the individualised IWB, in particular for Spain. Considering the incentive effects, individualised policies lead to higher incentive at the intensive margin, in particular at the bottom of the distribution. Moreover, at the extensive margin, individualised IWBs lead to larger financial gain to work for women in couple than family based IWB. Despite the influence of the Anglo-Saxon models, individualised IWBs should receive more attention if the enhancement of the labour market participation of women in couples is of fundamental concern

� This paper uses EUROMOD version C6. EUROMOD is continually being improved and updated. Any remaining errors, results produced, interpretations or views presented are the author’s responsibility. EUROMOD relies on micro-data from twelve different sources for fifteen countries. This paper uses data from the Survey of Household Income and Wealth (SHIW95) made available by the Bank of Italy and from the EU-SILC made available by Eurostat. I am indebted to all past and current members of the EUROMOD consortium for the construction and development of EUROMOD.














