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Abstract

In this paper we analyze the effects of minimum income guaranteed schemes on the labor supply decision at intensive margin by applying a behavioral microsimulation tax-benefit model. The database used in this study is composed of Italian households during the year 1998 extracted from ISTAT. The Tax-Benefit Model applied is the static behavioral microsimulation model of EUROMOD. The simultaneous labor supply decisions by household members are explored for different tax rules where Minimum Income Guaranteed (MIG) is an option. The simulated tax regimes are flat tax regime (FT) and the progressive income tax like negative income tax (NIT) and workfare tax (WFT). We also analyze and compare the redistributive and labor supply effects under a universal basic income regime. These exercises of behavioral micro simulation tax-benefit are extended at national and regional level. Comparing male labor supply in north with that in south, the workfare tax benefit rule with 20 weekly hours constraint per couple will encourage labor supply either in north or in south of Italy while the negative income tax and the universal basic income will positively affect labor supply only in north and only for the least generous eligibility criteria of 0.25. As regards female labor supply, the same trends are observed either in north or in south and they are quite similar to the male labor supply in the north.

In terms of household welfare for most of the minimum income schemes, there are more winners than losers in the south than in the north. Respectively, under the negative income tax regime this positive outcome is reached at the eligibility criteria 0.5 of poverty line, in case of workfare tax regime is reached at 0.75 of poverty line and for the universal basic income at 0.25 the poverty line. 
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