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Flex-insecurity, or why in Italy flexibility 
turns into precariousness 
Fabio Berton, Matteo Richiardi and Stefano 
Sacchi 
 
The flexibility of a work relationship does not 
imply worker precariousness per se. Flexibility 
is indeed related to the possibility to adapt 
work arrangement – in terms of the total num-
ber of hours, the work schedule, the occupation 
and much more – to the worker’s and the firm’s 
needs. Instead precariousness has to do with 
the capability of a worker to provide herself 
with a minimum standard of living through the 
participation to the labor market. Any possible 
(causal) relationship between flexibility and 
precariousness must be therefore approached 
empirically. 
 
This is exactly what we do in a book – Flex-
insecurity. Perché in Italia la flessibilità diventa 
precarietà, published by Il Mulino – where we 
argue that non-standard contracts, the main 
instruments through which flexibility has been 
enhanced in Italy in the last fifteen years, actu-
ally increase the risk of precariousness. At the 
same time, though, we show that not all the 
non-standard workers are precarious and also 
that precariousness also affects a non-
negligible share of the standard ones (full-time 
dependent workers with open-ended contracts). 
First of all we identify the three dimensions of 
precariousness: employability, wages and ac-
cess to public income-maintenance schemes. 
We then evaluate the impact of the employ-
ment arrangement on each of them and find 
that, compared to standard workers: 1) tempo-
rary (i.e. fixed term) workers are subject to a 

higher turnover, seldom compensated by either  
higher job-to-job transition rates or by shorter 
unemployment duration; 2) many non-standard 
workers, other things equal, receive a lower 
wage; 3) non-standard workers tend to enjoy a 
poorer coverage in terms of income-
maintenance schemes in case of non-work, the 
reasons ranging from non-entitlement to unful-
filled contribution requirements. In the medium 
run, therefore, non-standard workers receive, 
ceteris paribus, less than their standard col-
leagues from the participation to the labor 
market. 
 
In order to assess quantitatively the incidence 
of precariousness among the Italian workers, 
and consistently with our three-dimensional 
approach, we calculated, over a time span of 
six years, a comprehensive measure of dispos-
able income for a representative sample of Ital-
ian workers1, including in this measure the pre-
sent value of wages earned by each worker as 
well as unemployment, maternity and sickness 
benefits and family allowances he or she has 
received in the observation period, and the 
pension contributions accrued (personal income 
tax has been applied to each year’s total in-
come). We then defined as “precarious” those 
workers earning less than 60% of the median 
of the distribution of such present value. Our 
definition of precariousness is therefore inde-
pendent of the contract one holds in a specific 
moment in time and allows for the identification 
– along with precarious non-standard workers – 
of non-precarious atypical workers, as well as 
of precarious workers holding a full-time open-
ended job. According to our measure, on a very 
conservative subsample (excluding the long-
term unemployed) the average incidence of 
precariousness is 13,9%; it is lower among 
standard workers (5,6%) and higher for other 
contracts (ranging from 15% to almost 50%), 
thus showing a strong correlation between non-
standard employment arrangements and pre-
cariousness. 
 
 

 
1 Data come from the Whip dataset and include all 
private employees, public employees with a fixed-
term contract, and dependent self employed (lavora-
tori parasubordinati). The sampling ratio is 1:90. 
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Table 1: Incidence of precariousness by employment status 
as recorded in December 2003 
 
Standard 5,6

Part-time open-ended 49,5

Fixed-term / Seasonal / Agency workers 29,7

Apprenticeship / Training 20,7

Dependent self employed in strict sense (a) 47,3

Other dependent self employed 15,4

Unemployed 38,7

Total 13,9

(a) Non-professional collaborators not yet retired and work-
ing only as collaborators. Source: own computations on 
Whip data. 

 
The problem is of course many-sided, involving 
the poor role of fixed-term contracts as a port-
of-entry toward stable employment and a re-
duction of the cost of labor obtained at the ex-
penses of the workers’ wages and pensions. 
Another major reason why in Italy flexibility 
turns often into precariousness is the lack of a 
comprehensive unemployment benefit scheme. 
We therefore put forward some wide-ranging 
policy proposals, among which the introduction 
of a monetary compensation, due to the worker 
in the event of dismissal or lack of contract re-
newal, and the replacement of the existing un-
employment benefit scheme with a new 
scheme, of which we carefully estimate the 
costs and identify the ways and means. 
 
 
 
Subsidized firms and irregular workers: a 
preliminary puzzling view on the artisan 
sector2 
Edoardo Di Porto 
 
The following analysis focuses on artisan labor 
market in Piedmont Region. It is a unique and 
interesting view of this sector drawn thanks to 
the availability of a new source of data. A col-
laboration among several Piedmont institutions 
allowed to build a very informative dataset in-
clusive of: an individual audit dataset, a firms’ 
subsidies dataset and a panel of firms3. This 
analysis covers the 2000-2005, time period, 
with an average of 130.000 active artisan firms 
per year, about 33% of the Piedmont produc-
tive sector. 4 
 

 
2 This article is an abstract from: Il lavoro sommerso, 
la regolarità contributiva e i finanziamenti alle impre-
se artigiane (Di Porto, Filippi, Giordanengo, 2009)  
available on 
http://www.regione.piemonte.it/artig/dati_pub.htm    
3 The audit datset was made available by INPS Re-
gione Piemonte, the other two sources by Sistema 
Informativo delle Attività Produttive, Regione Pie-
monte 
4 Albo delle Imprese Artigiane, composed by sources: 
ASIA- ISTAT, INPS and Camera di Commercio  

Every year the INPS audit department selects a 
sample of Piedmont firms to be inspected. So-
cial security inspectors conduct formal audits in 
order to detect possible irregularities in work-
ers’ contribution payments. Contributive com-
pliance and irregular (black) work are two sides 
of the same coin, indeed in the DG Employment 
definition: «we define as undeclared work all 
remunerated activities which are in principle 
legal but circumvent declarations to tax or so-
cial security authorities ». Since audits are 
costly, firms are not selected randomly. Before 
auditing, the department tries to understand 
which are the “riskiest”5 firms by using admin-
istrative reports6.   We linked firms that were 
inspected and for those we report the audit re-
sults (i.e. number of irregular workers and 
amount of evasion if detected). During the ob-
servational period, 6.378 firms have been in-
spected, around 66% have been found irregular 
and almost 40.000 black market workers were 
detected. 
 
The third source used is a dataset of subsidized 
firms in the artisan sector. Indeed, every year 
the Piedmont Regional Government distributes 
subsidies to artisan firms. In the period be-
tween 2002-2004, 13.461 firms have been 
subsidized for an overall amount of 110 million 
euro. 
 
 Preliminary puzzling evidence 
 
Table 2 shows the subsidized firms inspected 
by INPS in the period 2002-2004 grouped by 
the amount of evasion detected.  
 
Table 2: Subsidized firms audited in 2002 2004 

 

Audit result  Firms Evasion Subsidies 

Regular 471 - 4.059.978 

Amount  0/500 311 25.819 2.951.862 

of 500/10.000 193 572.139 2.698.605 

evasion >10.000 56 2.580.407 648.337 

Total 1.031 3.178.365 10.358.782 

 
Among subsidized firms, some have been au-
dited and found to have evaded social security 
contributions. This puzzling picture should open 
a wide debate on the criteria applied for the al-
location of subsidies. Currently the D.U.R.C. 
(Documento Unico di Regolarità Contributiva) is 
the only document potentially useful in order to 
avoid the financing of noncompliant employers. 
Before issuing this certificate, INPS checks 
whether the employers have regularly paid con-
tributions for those workers who have been de-
clared to the social security system. However 
D.U.R.C. cannot protect from situations in 

 
5 Riskier stands for more likely to be an evader. 
6 VAT declarations, income declarations etc. 
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which the employer altogether fails to report 
part of his labor force, this submerged part be-
ing completely undetected in INPS databases. 
Our new picture, therefore, provides a clue that 
recovers at least those entrepreneurs who have 
been inspected and found non-compliant. This 
is a useful instrument created thanks to the 
linkage of three already existing institutional 
databases.  
 
 
Institutional constraints and labor market 
outcomes 
Lia Pacelli, Elena Pastorino, Melissa Tartari 
 
This ongoing project takes up the challenge put 
forth in Altonji and Devereux (2000) of deter-
mining whether «nominal wage rigidity has real 
effects on employment, mobility patterns, and 
relative wages [by employing a] structural ap-
proach. [The model-based approach can incor-
porate the fact that,] in an environment in 
which it is costly to cut nominal wages, firms 
should take account of the possibility of future 
constraints when setting current wages». 
We propose a simple dynamic equilibrium 
model of the labor market in which firms are 
not constrained in their wage setting, promo-
tion, and dismissal decisions. The model has 
implications for nominal and real wages, wage 
growth, job assignment, and mobility. Next, we 
overlay the constraints implied by the Italian 
National Collective Labor Contracts (CCNL) and 
characterize firm behaviour subject to these re-
strictions. Specifically, we consider the follow-
ing provisions of national contracts: (1) wage 
floors for each of the positions in the institu-
tional job ladder, (2) dismissal restrictions, (3) 
demotion restrictions, and (4) automatic pro-
motions. The introduction of these constraints 
renders the dynamics of the model non trivial. 
In particular, wage floors entail both nominal 
and real rigidities. The model is estimated using 
the Work Histories Italian Panel, matched to in-
formation on the time-varying and level-specific 
wage floors contained in the relevant national 
contracts. The estimated model is used to 
simulate real outcomes when the restrictions 
are (selectively) lifted with the purpose of an-
swering the following questions: (a) to what 
extent does the presence of wage floors and of 
firing/demotion restrictions affect hiring and the 
wage policy? For instance, is it the case that, as 
speculated by Altonji and Devereux (2000), 
wage offers to new employees are lower in the 
anticipation of future binding constraints due to 
the nominal rigidities implied by wage floors, 
dismissal and demotion restrictions? Also, do 
firms use top-ups (bonus pay) to gain flexibil-
ity? (b) how different are within-firm worker ca-
reers when wage floors do not exist and demo-
tions are unrestricted? Specifically, are some 
individuals promoted more quickly while others 
are demoted? What is the impact of the above 
restrictions on worker mobility between firms? 

Employment security and employability: 
flexicurity or flexinsecurity? 
Bruno Contini 
 
The concept of ‘flexicurity’ – the balance be-
tween flexibility and security needs of employ-
ers and employees – has emerged as a central 
issue in the ongoing debate at the European 
level on employment policies, and its imple-
mentation is one of the stepping stones of the 
EU Social Agenda. 
Labor market reforms have been in the Euro-
pean agenda for decades, aiming at enhancing 
labor market entry of the weak segments of the 
labor force: youth in first place, women, the 
unskilled, as well as fostering work activities of 
ageing people. In most EU countries reforms 
have been in place based on two pillars: high 
flexibility (i.e. low hiring and firing costs) cum 
wage subsidies, often coupled with training 
programs, tutoring and public employment ser-
vices. In countries with highly regulated labor 
institutions, deregulation has usually proceeded 
hand-in-hand with the reforms. At the same 
time, the financial resources needed to support 
the welfare institutions have been the object of 
severe cuts almost everywhere. 
Youth unemployment has always been of spe-
cial concern. Over the past years new labor 
market developments –mainly the diffusion of 
temporary and flexible jobs - have affected 
young people disproportionately, as they form a 
large part of the group of new labor market en-
trants. As several empirical studies conducted 
in various member countries indicate, the risk 
of ending up in a vicious circle of temporary 
contracts with no long term perspective and no 
financial security is high. The flexicurity concept 
is particularly relevant for young people: at 
present young workers are often providing all 
the flexibility without enjoying any of the secu-
rity. 
As of today, about  37% of young Europeans 
aged 15-24 are in employment, with huge dif-
ferences among countries ranging from 68% in 
the Netherlands and 21% in Hungary. Many 
youth of this age group are still in education, be 
it general education, vocational education or 
training. During 2005-2008, characterized by a 
positive business cycle, progress has been ma-
de in reducing youth unemployment which fell 
on EU-27 average from 18.3% in 2005 to 
15.3% in 2007. Nonetheless, differences a-
mong member countries are remarkable, with 
several countries struggling with youth unem-
ployment rates above 20%. Even at the age of 
29 only half of the EU population is in a stable 
employment position: involuntary part-time or 
limited contract work remains a problem also in 
this age group. 
The problem of making room for new and safe 
job opportunities is all but limited to young 
people. It touches upon the so-called “secon-
dary” segment of the workforce: women of 
many countries of Southern Europe, the “young 
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elderly” (45+) often forced to take early re-
tirement, the unskilled segment of the work-
force which includes the vast majority of immi-
grants, all belong to the weak fringes of the la-
bor force for which better working conditions 
would be badly needed. In addition to economic 
performance, social unrest is behind the door. 
The risk of progressive dualization of the labor 
market has been the object of authoritative 
warnings (Blanchard and Landier, 2001; G. 
Saint-Paul, 2003): while the insiders are rela-
tively sheltered by the welfare institutions, the 
protection afforded to the outsiders is minimal. 
In addition, the accumulation of human capital 
is also at risk: in the short run higher flexibility 
may generate suitable matches between com-
panies and workers and thus higher efficiency 
in the economy. In the long run, however, a 
higher turnover decreases the incentive to in-
vest in human capital, both from the company’s 
and the worker’s point of view, thereby de-
creasing productivity and hampering future 
growth. 
What about the long run? On the one hand, 
demographic trends will improve the work per-
spectives of young people: the cohorts of the 
baby-boomers will begin to retire in the next 
15-20 years, and their replacement will drasti-
cally increase the demand of young workers. 
On the other hand, the labor shortage will also 
spur new and massive migration inflows of lar-
gely unskilled people from non EU-countries 
with high fertility rates. This will be the cause 
of additional governance problems for the EU. 
In the long run education will pose an addi-
tional challenge to many of the EU member sta-
tes. In order to keep up with technical progress 
necessary to face the competitive pressure of 
the globalized economy, educational outcomes 
need to be improved. According to the OECD 
rankings of educational outcomes, many EU 
countries are distant from the top. At the EU 
level, one in six young persons finishes school 
at lower secondary education, which means 
that they do not continue in any vocational 
education or training nor achieve an upper sec-
ondary level education. At the age of 22 one in 
four have achieved neither an upper secondary 
education, nor an equivalent training level. 
The decline of job security is not just a Euro-
pean problem: the USA and Japan share similar 
preoccupations. Evidence of decline in job ten-
ure and long term employment has been often 
times reported for the USA (H. Farber, 2008 for 
all). The end of the Japanese era of “lifetime 
jobs” dates back to the Nineties: since then 
many workers in their 20s and 30s had to give 
up the idea of good, stable jobs. Today, a dis-
proportionate number endure low-wage jobs. In 
many EU countries labor market developments 
defy simple economic explanations. Youth un-
employment has approached or exceeded 20% 
for decades in spite a variety of common situa-
tions that would be expected to positively im-
pact on its evolution: the dramatic demographic 

decline, the low labor cost of young workers 
relative to adult ones, the flexibility of the new 
working arrangements, the low unionization of 
young workers, the early retirement practices 
of workers 50+ (often negotiated with the un-
ions with the intent of making room for new 
young entries). The crucial question that needs 
to be answered is whether these developments 
are simply the consequence of over-optimistic 
expectations on the agenda of labor market re-
form and regulation (and, in some cases, 
somewhat mismanaged implementation), or 
whether, instead, traditional demand and sup-
ply factors may have contributed to exacerbate 
such mostly negative outcomes. Alternatively, 
the answer may lie in the specific legal and in-
stitutional frameworks, as well as the political 
and industrial relations systems which charac-
terize each country: some may be more condu-
cive to positive outcomes than others. The Nor-
dic countries, Denmark in particular, are often 
pointed as the top performers, but there too 
questions arise: to what extent is it the heri-
tage of the social-democratic values and cul-
ture, or does their performance derive from the 
“small economy – low population density”  ad-
vantage? 
The flexicurity strategy needs to take into ac-
count all these aspects. Feelings of insecurity 
are often associated with a widespread dissatis-
faction with the society in which one lives and 
with the national institutions. Building trust is a 
pre-requisite as well as a by-product of suc-
cessful flexicurity approaches. 
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 Labor Market and the Household:  

Theory and Application 
AIEL-CHILD-LABOR International Conference 
November 6-7, 2009 
Collegio Carlo Alberto, Moncalieri (Torino) 
Keynote speakers: Andrew Clark (PSE, Paris-
Jourdan Sciences Economiques); Alan Duncan 
(University of Nottingham); Janet Gornick (The 
Graduate Center of the City University of New 
York and Luxembourg Income Study)  
 
This newsletter is downloadable from the website 
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