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Abstract
We advance an explanation for the combination of low female participation rates with lowest-low
fertility levels in Italy. Starting from the assumption that childbearing decisions are affected by
uncertainty about future employment, income, and wealth, we build three measures of economic
insecurity and test their effect on fertility in Italy. We show that the instability of women’s work
status (i.e. the fact of holding occasional and precarious positions) significantly discourages
childbearing. Household wealth insecurity significantly and positively affects the decision to
postpone, or even renounce, the first childbearing. The chances of further childbearing are

significantly and negatively influenced by household income insecurity.
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1. Introduction

It is a widely held view that the longer a woman delays childbearing, the lower is her completed

fertility (Billari et al. 2002; Bumpass et al. 1977; Bumpass et al. 1978; Marini et al. 1981).

Empirical studies have highlighted that a significant and positive correlation between female
participation in the labour force and the postponement of childbearing occurred across OECD
countries in the 70s, which in turn has led to a fall in fertility rates (Ahn and Mira 2002; Adsera
2005). This trend has been attributed to the improvement in women’s levels of education and
employment, to changes in patterns of family formation (D’Addio and D’Ercole 2005) and to a
major change in the values shared by younger women about their role within the family and the

labour market (McDonald 2000; Hakim 2003; Kertzer et al. 2008).

Thank to the increased availability of childcare services and part-time jobs, especially in European
Nordic countries, the cross-country association between female participation and fertility turned
positive in the last decade (Ahn and Mira 2002; Adsera 2005; Del Boca and Locatelli 2006; Del
Boca et al. 2007). Italy is experiencing the same trend, although it is still lagging behind compared
to the European average. Over the last two decades the female employment rate rose from 35.4% in
1994 to 47.2% in 2008. On the other hand, at the beginning of the 1990s Italy attained lowest-low
fertility levels, i.e. a total fertility rate of below 1.3 children per woman, reaching 1.4 in 2008

(Rondinelli and Zizza 2011).

Previous empirical literature on the Italian fertility puzzle has focused on institutional and policy
differences in comparison with Nordic countries — where more generous protection systems have
been implemented to reconcile motherhood with work (Engelhardt and Prskawetz 2004; Del Boca
and Sauer 2009) — and on the role social and cultural factors in childbearing decisions (Micheli
2000; Kertzer et al. 2008; Fent et al. 2011). In this paper we argue that, in addition to these
institutional factors, and to women’s decisions to invest in human capital and to participate in the
labour market, childbearing crucially depends on the economic conditions of the household. We
thus add to the previous literature by testing the role that economic insecurity — i.e. the uncertainty
about future employment, income, and wealth — plays in women’s fertility intentions. To reach this
goal, we build three measures of economic insecurity accounting for household’s income and
wealth levels, and uncertainty about future employment. The empirical analysis is based on a
pooled cross section of Italian households sampled between 2002 and 2008 by the Bank of Italy in
the Survey on Household Income and Wealth (SHIW).



Our study contributes to the literature in three substantive ways. To our knowledge, this is the first
empirical assessment of the relationship between economic insecurity and fertility in Europel. We
try to account for the complexity of the concept of economic insecurity by measuring multiple
aspects of uncertainty about the future encompassing income, wealth, and job instability. It is worth
noting that, despite a few exceptions (see for example Del Bono et al. 2011, and Modena and
Sabatini 2011), the stability of women’s work status has so far been neglected in the literature. Job
instability or “precariousness”2 is generally considered more as an obvious and somewhat desirable
side effect of flexibility rather than as a potentially crucial determinant of workers’ well-being. This
view can be hardly generalized to Italy, where precarious workers are characterized by low income
levels, inadequate social protection and discontinuous careers (Barbieri and Scherer 2003; Sabatini
2008). In this paper we test the hypothesis that having a precarious job (i.e. unstable, low paid, and
with scarce guarantees) is a deterrent to planning parenthood rather than being a persuasive factor
encouraging childbearing through a decrease in women’s opportunity cost of not working — as
suggested by early theoretical studies (see for example Willis 1973 and Becker 1981). Second, we
also differentiate from previous studies along two further lines: we focus on childbearing intentions,
instead of accounting solely for actual fertility, in order to better evaluate the determinants of the
decision to have (more) children. In addition, starting from the assumption that childbearing
decisions are in most cases taken at the couple level, we assess the role of a number of socio-
economic traits of both the components of Italian couples, instead of focusing on women only.
Third, we advance an explanation for the “Italian fertility puzzle” — i.e. the coexistence of low
female participation rates with lowest-low fertility levels in Italy — based on the effect of women’s
economic insecurity, which encompasses both the income and wealth conditions of the family and
women’s uncertainty about future employment.

Results from the empirical analysis suggest that the instability of women’s work status significantly
discourages childbearing. Household wealth significantly and positively affects the decision to plan
first childbearing. The chances of further childbearing are significantly reduced by household

income insecurity.

However, there are reasons to suspect these findings to be the fruit of spurious correlations. First, it

is difficult to distinguish the effect of the three dimensions of economic insecurity we account for

! Insightful and promising empirical studies on the topic have been conducted in Canada (Tang 2011) and Japan
(Ogawa 2003).

* In its “Classification of Status in Employment”, the International Labour Organisation (ILO) defines “precarious”
workers as either: (a) workers whose contract of employment leads to the classification of the incumbent as belonging
to the groups of “casual workers” ; (b) “short-term workers” or “seasonal workers”; or (c) workers whose contract of
employment will allow the employing enterprise or person to terminate the contract at short notice.
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from that of other phenomena that potentially influence family planning. To deal with this problem,
we include in the fertility intentions equation a set of individual and household control variables.
Second, personal traits or individual exogenous shocks may be correlated with both childbearing
decisions and the dimensions of economic insecurity, thus creating a common bias. Third, in some
cases one could suspect the existence of reverse causality: for example, as for labour
precariousness, a woman who always wanted to have children may prefer to look for a very stable
job. On the other hand, as we will better explain in the next section, we believe that precarious
employment can be hardly seen as the result of a worker’s deliberate choice, i.e. as an endogenous
variable. To deal with these problems, we first run regression-based endogeneity tests. Tests’ results
do not support the endogeneity of economic insecurity dimensions. For the sake of robustness, we

then instrument female labour precariousness and household income insecurity.

The paper is organized as follows. Sections 2 and 3 review the literature on economic insecurity and
on the association between labour market outcomes and fertility. Section 4 describes our data and
methodology. The main results and implications are presented in Section 5, and Section 6

concludes.

2. Economic insecurity and job insecurity

“Economic insecurity arises from the exposure of individuals, communities and countries to adverse
events, and from their inability to cope with and recover from the costly consequences of those
events” (UNDESA 2008). Osberg (1998) provides a similar definition: economic insecurity is based
on the anxiety produced by a lack of economic safety, i.e. the inability to obtain protection against
potential economic losses. According to the Commission on the Measurement of Economic
Performance and Social Progress, economic insecurity is one of the dimensions that shape people’s
well-being: “economic insecurity may be defined as uncertainty about the material conditions that
may prevail in the future. This insecurity may generate stress and anxiety in the people concerned,
and make it harder for families to invest in education and housing” (Stiglitz, Sen and Fitoussi 2009,
p-198). The insecurity perspective concerns the hazards faced by all citizens, and in this sense it
differs from vulnerability to poverty which focuses on a segment of the population (Osberg 2010).
Economic insecurity is shaped by many factors and this leads to a variety of approaches used to
measure it. Some authors do not distinguish between different types of misfortunes and model an

individual’s sentiment of insecurity as a function of his/her current wealth and of variations in



wealth experienced in the past’ (Bossert, D’Ambrosio 2009). The human-rights perspective,
instead, identifies four key objective economic risks: unemployment, sickness, widowhood and old
age4. Osberg and Sharpe (2011) follow this approach and construct an index of economic security
for OECD countries based on these four sources of risk. Berloffa and Modena (2011a, 2011b)
modify the Osberg and Sharpe indicator including new measures of economic insecurity related to
the risk of unemployment. Another index of economic insecurity is the Economic Security Index
(ESI)® which is a measure specific to the U.S. society and captures three major sources of risks:
major income loss, large out-of-pocket medical spending, insufficiency of liquid financial wealth to

deal with the first two risks.

Some papers focus on specific sources of risk, and many of them look at job insecurity6 as a key
factor shaping economic well-being. Amudeo-Dorantes and Serrano-Padial (2010) suggest that
fixed-term contracts are linked to a greater poverty exposure among women and older men relative
to open-ended contracts. Several papers find evidence of a worsening in health conditions
associated with unemployment or precarious positions (Catalano 1991; Benach et al. 2000;
Menendez et al. 2007; Kim et al. 2008). Scherer (2009) investigates the social consequences of
insecure jobs in western European countries: she finds temporary employees to be less likely to
intend to have children in the future, to have relatively less spare time for their family and to
experience a higher level of conflict with their partner. Furthermore, general life satisfaction and

well-being is clearly lower and the perceived household income situation is worse.

The issue of employment insecurity is particularly relevant in Italy due to the labour market reforms
occurred in the 1990s with the adoption of new forms of temporary labour contracts (those used for
the so-called parasubordinati and interinali’). In Italy, as in other Mediterranean countries (Spain
for example), flexibility has been introduced at the margin, increasing labour market dualism

between young and old labour market entry cohorts. While the insiders are largely unaffected by

3 The authors define wealth as a comprehensive variable that encompasses anything that may help an individual in
coping with adverse occurrences.

* In Article 25, the United Nations’ Universal Declaration of Human Rights of 1948 affirmed the “right to security in
the event of unemployment, sickness, disability, widowhood, old age or other lack of livelihood in circumstances
beyond his control.”

S ESlis sponsored by the Rockefeller Foundation and it is available since 1985.

% Stiglitz, Sen and Fitoussi (2009) provide a useful distinction between job instability and job insecurity: the first refers
to the break in the contractual relationship between the worker and the employer, the second refers to the case of a
person remaining jobless for an extended period.

" Most parasubordinati are similar to fixed-term employees except that they are paid less and receive lower social
security contributions, and do not benefit from employment protection legislation (Brandolini et al 2007). Interinali are
individuals who work through a temporary employment agency.
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labour market adjustments, young people are more likely to be employed with these new flexible
contracts, characterized by low income levels, low social protection and discontinuous careers
(Cipollone 2001). Precarious workers are not supported by the social protection system, because of
the lack of wage subsidies for the low-paid and low unemployment benefits (Brandolini et al.
2007). Such a situation increases the probability of being poor for households with non-standard
workers: Bank of Italy (2009) shows that in 2006 the incidence of poverty for households with only
atypical workers was about 47%. Negative effects associated with precarious jobs are more
pronounced when temporary contracts represent a trap into instability, increasing the risk of social
exclusion, rather than a port of entry to stable positions. Due to the lack of training, the extreme
flexibility (both in terms of time and mobility), and the worsening in health conditions that may be
associated with precarious positions (see for example Bardasi and Francesconi 2004 on this latter
point), workers may find it very difficult to upgrade their skills and develop new contacts
(Guadalupe 2003; Menendez et al. 2006; Kim et al. 2008; Amudeo-Dorantes et al. 2010). In
addition, as argued by Barbieri and Scherer (2009), there might be a stigma associated with
precarious or “b-series”, jobs: “not having been selected for the primary labour market is interpreted
as a negative signal by potential future employers” (p. 678). After a certain period of instability,
individuals in precarious jobs concretely face the risk of a definitive exclusion from the labour
market (Booth et al. 2002; Dolado et al. 2002; D’ Addio and Rosholm 2005). Young people and
women are more exposed to this risk (Brandolini et al. 2007; Barbieri and Scherer 2005). Barbieri
(2009) underlines that better educated workers and those with higher occupational qualification are
less likely to be trapped in the secondary, subprotected labour market. Another specificity of the
Italian labour market, which increases inequality between insiders and outsiders, is that childcare
welfare systems and parental benefits are in most cases designed to meet the needs of permanent
workers, leaving women with precarious positions unprotected in the case of childbearing (see
Ferrera 2005, and Ferrera and Gualmini 2004, for exhaustive reviews on the Italian welfare state)g.

Given this evidence, following the approach in Modena and Sabatini (2011), we argue that, on
average, job instability can be hardly considered as the result of a spontaneous choice — due for
example to the workers’ high risk propensity or to a preference for frequent changes in one’s
professional life. In Italy, precarious employment is such a disadvantageous condition that just a
very few women would deliberately choose it for the seek of a more interesting and stimulating job.
It thus seems much more reasonable to consider precariousness as a situation of disadvantage to

which workers have to adapt only if there are no alternatives.

8 Labour precariousness can thus be seen as a barrier to social integration that may destroy human and social capital: a
high level of employment flexibility hinders training and qualification and, at the same time, hampers the consolidation
of social ties, both inside and outside the workplace (Routledge and von Ambsberg 2003; Sabatini et al. 2011).
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Due to precarious workers’ high exposure to the risks of job loss, wage variability, and intermittent
unemployment raise the uncertainty of future income (making any form of long-term life planning
such as marriage and procreation difficult), we expect to find a negative association between the job
instability of potential parents (and in particular of the mother) and their childbearing intentions (see
also Modena and Sabatini 2011). Moreover, since the extent to which job insecurity affects people’
quality of life may depend on the personal context of each individual (Osberg 1998), we include
more comprehensive information about households’ economic conditions in the childbearing
intentions equation. More specifically, as advanced in the introduction, we account for further
sources of risk (linked to household’s current income and wealth) and we analyze their impact on

childbearing intentions.
3. Labour market outcomes and fertility: a negative or a positive association?

Economic explanations of fertility decisions have been proposed in various studies, suggesting a
positive correlation between the number of children and household income. Highly educated
(potential) mothers, tend to substitute the number of children with “child quality” (Becker and
Lewis, 1973)°. Since both production and rearing of children are time intensive, an increase in wage
rates induces a negative substitution effect on the demand for children (for instance Mincer 1963,
Becker 1965; Becker 1981; Willis 1973; Hotz et al. 1997). A higher income increases women’s
opportunity cost of children: with high earnings, it becomes more expensive for her to take time
away from work to rear children; the income effect is unlikely to outweigh the negative substitution
effect. For men, in contrast, the income effect tends to dominate since they spend less time on
rearing children, though the magnitude of these effects will vary across countries and birth parity

(Willis 1973; Butz and Ward 1979).

The contribution of increasing returns to schooling (especially for women) may act as a factor
encouraging women's education relative to men's and driving the rise in women's labour market
attachment (Schultz 2001). Schultz (1985), for example, identifies an exogenous appreciation in the
value of women's time as a factor improving women's wages relative to men's and contributing to
the decline in fertility in Sweden. Rosenzweig (1982), instead, simulates a natural experiment to

empirically show that Indian farm households exposed to the new technologies reduced their

? The concept of “child quality” has been used to synthesize different factors of children’s well-being, such as, for
example, the time, effort, and money that parents devote to children’s care and development, children’s likelihood of
not dropping out of school, and the level of parents’ subjective well-being — which in turn has relevant effects on
children’s psychological development. Willis (1973), for example, defines child quality as a function of the resources
parents devote to each child.



fertility and increased the allocation of resources to schooling despite the associated rise in the

demand for unskilled labour.

The effect of women’s labour market participation on fertility decisions may also depend on the
availability of external childcare (Ermisch 1989). With costly external childcare, women with very
high earnings may have more children, because they are more able to afford these expenses; those
with very low income or wages are less likely to pay for childcare, but may still have higher fertility

due to low opportunity costs.

Over the last two decades, research has shifted towards investigating the timing of births rather than
completed fertility (Heckman and Walker 1990). Empirical studies have shown that higher educated
women with a better position in the labour market have births at older ages (Gustafsson and Wetzels
2000; Prioux 2004; Amudeo-Dorantes and Kimmel 2005; Modena and Sabatini 2011). Mother’s
age at the first childbirth can be seen as the result of a trade-off between investment in human
capital and career planning, on the one hand, and motherhood, on the other hand (Gustafsson 2001).
The effect of income on the timing and the number of births may work through different paths:
Gustafsson (2005) suggests that, for Swedish young individuals, any additional year of education
affects fertility through a delay in the formation of a stable couple, rather than by delaying
parenthood once the couple is formed. Amuedo-Dorantes and Kimmel (2005) sustain that college-
educated mothers can profit from postponing motherhood, because they are in a position to

negotiate a family-friendly work environment with flexible work schedules.

In the last two decades, the trade-off between career and the family seems to have eased off,
causing a change in the relationship between labour market outcomes and fertility at the macro
level. As stated in the Introduction, the correlation between female participation in the workforce
and fertility turned positive at the end of the 80s across OECD countries (Ahn and Mira 2002;
Morgan 2003; Engelhardt and Prskawetz 2004; Billari and Kohler 2004. This shift has been
explained as a result of the increasing availability of childcare services and part-time jobs,
especially in the Nordic countries (Del Boca and Locatelli 2006; Del Boca et al. 2007). This
evidence is confirmed by recent findings for a panel of Latin American countries (Aguero and
Marks 2008). Northern Italian regions are experiencing the same trend, even if they still lag well
below the European average. It has been documented that the emergence of the lowest-low fertility
in Italy is related to a decrease in the progression to the second, third and subsequent children, while

the probability of a first child stayed almost stable (Dalla Zuanna 2004). Additionally, the personal



ideal family size for around 60% of Italian women aged 20-34 years is two children; while one

quarter have a preference for large families (Goldstein et al. 2003).
4. Data and methodology

In order to analyze the effect of economic insecurity on family decisions we use a pooled cross
section of households sampled between 2002 and 2008 by the Bank of Italy in the Survey on
Household Income and Wealth (SHIW). The sample is composed of about 8,000 households per
year and it is representative of the whole Italian population (Bank of Italy 2010). Couples in which
the woman is under 46 years of age were asked if they were planning to have (more) children in the

LR INT3 LIS

future. Possible answers were “yes”, “not now, we will think about it later”, “no we do not want any
(more) children”, and “no but we would have liked to have (more) children”'°.

After matching household head and partners characteristics our sample is reduced to 5063
couples“. Our dependent variable is the dummy *‘intention to have (more) children’’: 17% of the
couples report they want children, with a higher percentage in the North than in the rest of the
Country. The probability increases with female education and for childless women. In 2004 and
2008, all women that reported they would have liked to have (more) children, answered a question
about the reasons for not having (further) children; possible answers included: insufficient income,
incompatibility with work, an unsuitable home, lack of regular help from relatives, no nursery
schools nearby or schools that were too expensive, the need to care for other relatives, the absence
of a partner to have children with, a lack of agreement with the partner about the number of
children, biological/physiological reasons. Responses are reported in Table 1. Economic reasons
appear to be a key determinant for the mismatch between actual and wished for number of children:
in 2008 (2004), 36% (35%) and 33% (23%) of women reported ‘“‘insufficient income” and
“incompatibility with work™ as reasons that have discouraged them from planning to have (more)

children.

The main independent variables are the measures of economic insecurity. Specifically, we consider
three sources of uncertainty: low levels of household income and household wealth, and job
insecurity, as identified with the precariousness of the work status. As regards the first two

measures, the index of wealth (income) insecurity is defined according to the percentiles of the

' In 2002 the threshold was 50 years of age and possible answers for fertility intentions were yes, no, don’t know. In
2008 the question on childbearing intentions was put to all women aged 18 to 45 years present at the interview.

" The households that answered the question on family planning are 1742, 1744, 1477 in 2006, 2004 and 2002
respectively. In 2008, 887 women where asked this question Since we want to control for the traits of both men and
women, we restricted the sample to include those households in which both the head and the partner were present
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weighted distribution in which the household falls (the index of insecurity is one minus the
percentile; household income and wealth are divided by the OECD-modified scale). To account for
employment insecurity we use dummies representing the work status of men and women. Dummies
are equal to 1 in case of precarious employment, i.e. for employees with a fixed-term contract and
for “atypical” workers such as casual, short-term, seasonal workers, or workers whose contract of

employment allows the employer to terminate the contract at short notice.

We control for women’s age, male and female level of education, the geographical area of
residence, marital status, number of children in the family, and the presence of grandparents. A list
of the variables used and the main descriptive statistics are reported in Table 2. The average number
of children is 1.3. Men and women in the sample are on average 41 and 37, respectively. 50%
(44%) of males (females) reported low education (no formal education or primary school), 41%
(45%) completed high school, and 10% (11%) had a degree or more. The large majority of men
(68%) are employed with a stable job (open-ended contract), while this proportion is remarkably
lower for women (40%). A large fraction of women (40%) are out of the labour force (mainly
housewives), with a sharp North-South divide: 21% in the North and 61% in the South and Islands.
The proportions of precarious workers (employees with fixed-term contracts or atypical workers)
are 5% for males and 7% for females, with a remarkable increase over time: from 5% in 2002
(4.5%) to 7.8% (9.6%) in 2008 for men (women). 5% of sampled women is unemployed, and the

share is double in the South than in the North.

We model childbearing decisions as a binary choice. The dependent variable y may only take the
values one and zero, which indicate whether the couple is planning to have (more) children in the

future or not. The decision can be derived from an underlying latent variable model:

y' =XpB+e, yzl[y*>0] ¢))

where X is the set of independent variables aimed to explain fertility choices (described above).

When e has a standard normal distribution we can derive the probit model:

prob(y =11X)=F(Xp) (2)
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where F'(-) is the cumulative density function for a normal distribution with zero mean and unitary

variance. Estimates from model (2) are not biased under the hypothesis of exogeneity of

explanatory variables. We address this issues in section 5.1.
5. Assessing the effect of economic insecurity on planned fertility

The effect of economic insecurity on childbearing intentions is reported in Table 3, where the three
measures of uncertainty related to job instability, household income and wealth are reported in
columns 1, 2 and 3, respectively. We also provide a first attempt to consider the three dimensions

all together in column 4.

As far as job insecurity is concerned, our results do not support early theoretical predictions
according to which the rise in the opportunity cost of childbearing related to the higher levels of
female education, participation, and earnings may be responsible for the fall in fertility. According
to the conventional framework (see for example Willis 1973 and Becker 1981), childbearing should
entail a lower opportunity cost for women holding unstable and/or low-paid positions. However, in
Italy, precariously employed woman, i.e. woman holding a fixed-term or an atypical contract, have
a significantly lower probability of having (more) children (Table 3, column 1) in respect to
permanently employed women. The effect does not vary according to the motherhood condition, as
precariousness reduces the estimated propensity to childbearing by about 5 percentage points, from

0.090, both in the presence or in the absence of children in the family.

This result may be explained as a combination of the worry of not being able to afford the expenses
related to childbearing with the woman’s fear of loosing her job, thereby causing a further
worsening in the family’s financial conditions. Bratti, Del Bono and Vuri (2005) show that in Italy
about one out of four mothers employed during the pregnancy leave the labour market after the
childbirth: the probability of coming back to work is higher for those working in the public sector —
where open-ended employment contracts are more frequent - and living in a context with a more
generous childcare systemlz. Results from the empirical studies we mentioned in sections 2 and 3
(see for example Dolado et al. 2002; Barbieri and Scherer 2005; Brandolini et al. 2007; Barbieri
2009) suggest that a relevant share of precariously employed new-mothers are concretely exposed

to the risk of being definitively excluded from the labour market after the a pregnancy. The effect of

2 It is worth noting that, as a consequence of a process of decentralization of social policies started in the 90s (the so-
called “devolution”, there are relevant differences in public welfare systems across Italian regions. See for example
Ferrera (2005), Calamai (2009), Masseria and Giannoni (2010), Fiorillo and Sabatini (2011).

11



being unemployed is similar to that of job instability (coefficients and marginal effects are not

statically different).

The condition of being inactive, i.e. out of the labour force, lowers the predicted probability of
childbearing by 2.5 percentage points. Self-employment status, instead, is not significant. Our
empirical analysis suggest that theoretical explanations pointing at the rise in women’s opportunity
cost of time as a major responsible in the fall of fertility tend to neglect some crucial aspects of
women’s labour precariousness and/or unemployment, specially in Mediterranean labour markets.
According to the Italian legislation, temporary female workers with atypical contracts can rarely
enjoy forms of sick leave or parental benefits. Anecdotal experience suggests that pregnancy can be
cause for termination of the work relationship by the employer. Female atypical workers apparently
face a trade-off between motherhood and participation in the labour market. As highlighted by
Modena and Sabatini (2011), this choice has dramatic implications, because the job loss possibly
caused by childbearing: a) may worsen the financial conditions of the family; b) can lead women
into a “precariousness trap” or even an “unemployment trap”. As argued by Del Bono et al. (2008),
the job displacement caused by pregnancy may destroy all the worker’s specific human capital,
thereby worsening the future employability of women. We argue that the perspective of losing the
job and/or of getting through the end of the month with greater (and possibly growing) difficulty
may work as a strong dissuasive factor discouraging childbearing, which explains the decision to
postpone childbearing even when the woman’s participation to the labour market is limited and

occasional and possibly related to low-paid and low-quality job positions.

As for the role of wealth, our results show that the higher is the index of wealth insecurity described
in the previous Section, the lower are fertility intentions: a 1 percentage point increase in the
household wealth uncertainty lowers planned fertility by 8 percentage points (from 0.091). Again
there are not statistically significant differences between mothers and childless women. Household

wealth acts as a buffer supporting childbearing intentions.

As expected, household income uncertainty also negatively affects the intention to have (more)
children both for mothers and non-mothers. This result may be consistent with the claims of
previous literature analyzing the effect of wages on childbearing decisions. Willis (1973) and Butz
and Ward (1979) find a positive effect of income on for men and a negative one for females. In
Italy, the main contribution to the household income is generally given by men, while women are
primarily responsible for non-market services for children and older individuals. In other words, the

so-called “male-beadwinner/female care-giver family model” seems to be still prevalent in the
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Italian setting (Karamessini 2008). According to the Time Use Survey carried out by the Italian
National Institute of Statistics (Istat), on average, women devoted about 76% of their time to
domestic work in 2009, this proportion being 78% in 2002 and 85% in 1989. Considering both paid
and unpaid work, Italian women work on average 75 minutes per day more than men (Burda et al.
2007). The time devoted to domestic activity is however higher than the European average. Even if
our data do not allow us to distinguish between men’s and women’s income, it seems reasonable to
assume household income insecurity to be strongly (and positively) dependent mainly on men’s

earnings. The negative effect of income insecurity is shown in column 3 of Table 3.

To check which of the three dimensions plays a major role in fertility decisions, in column 4 of
Table 3 we report results of a model jointly accounting for our measures of job, household income
and wealth insecurity. When these variables are included in a unique regression some differences
between childless women and mothers come at play. The negative role of women’s job instability is
confirmed, even if there is a slight decrease in its marginal effect on fertility intentions equal to 4.2
and 5.0 percentage points for precarious mothers and non mothers, respectively (from 0.088).
Second, wealth insecurity affects childbearing decisions solely for women with no children,
lowering the likelihood of planning a first childbirth by 8.0 percentage points. That is, the more a
childless woman suffers from wealth insecurity, the higher is the likelihood of a postponement — or
even a renunciation — of the first childbearing. This result confirms the importance of the buffering
effect possibly exerted by real and financial wealth. Third, and more importantly, the income effect

acts only for mothers, reducing childbearing intentions by about 9 percentage points.

The household wealth can be considered as a cumulated variable deriving from real and financial
investment decisions that a family planned over the life cycle, so that a low level of wealth hampers
the major change entailed by the transition to a first child. On the other hand, household income can
also reflect temporary shocks that impact on the transition to higher birth order, but do not

necessarily affect the decision to become a mother for the first time.

In all the specifications employed in Table 3, women having no children are more willing to plan a
first childbirth. Consistently with findings from Goldstein et al. (2003), our results show that Italian
women would like to have (more) children even if they show lowest-low fertility levels (Billari and
Kohler 2004). Marital status is positively related to childbearing, as the majority of Italian couples
conceive a baby solely after marriage. Couples in which the man has a bachelor’s degree (and
beyond) are more likely to want (more) children. In addition to the better economic conditions

probably related to higher levels of education (which are controlled for within the regressions) this
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finding may be explained as a consequence of the division of domestic labour, which is likely to be
more equal in couples where men are better educated. The share of domestic work performed by
formally employed women forms a critical piece of current cross-national explanations for low
fertility (Miller Torr and Shorr 2004). According to McDonald (2000), the decline in fertility in
high-income countries is the outcome of a conflict or inconsistency between high levels of gender
equity in education and labour market, and low levels of gender equity in the family and family-

oriented institutions.

Despite the high levels of gender equity in education and labour market participation, Italy is still
characterized by low levels of gender equity in the family. Drawing on two waves of the Italian
Time Use Survey, Mancini e Pasqua (2009) show that the increase in education equality within
Italian couples caused a rise in father’s involvement in childcare and children education between
1988 and 2002. As regards men’s occupational status, couples in which the man is self-employed
show a higher probability of planning childbearing with respect to those where men are employed
with open-ended contracts, only along the job insecurity measure. Self-employed men in our sample
are mainly professionals and entrepreneurs, i.e. men with better economic resources for raising
children. This result thus seems consistent with findings from previous literature highlighting the
significant and positive effect of men’s income on the family’s childbearing intentions. When
considering the three measures of instability all together, however, the variable is not statistically
significant.

Male job instability seems not to have effect on the intention to have children. This finding may be
viewed as a result of the institutional features of the Italian labour market and of the low levels of
gender equity in the family. Precarious men are probably aware that childbearing will not hamper
their career perspectives: for example, differently from their partners, they will not face any risk of
lay-off or non-renewal of their contract, neither they have to fear the extra-burden connected to
childcare and domestic work, which will be borne mostly by women (possibly with the support of

the extended family).

5.1 Robustness checks

The analysis of the association between women’s occupational status, and in particular the status of
being precarious, and fertility may be driven by unobserved factors. Women with a precarious job
are not a random sample of the population and compared to other women they may have dissimilar
observed and unobserved characteristics, such as preferences for family size, differences in

fecundity. Moreover, there may be a problem of reverse causality: women who are more family
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oriented may choose stable, but less motivating, jobs. If we neglect to control for these issues, the
estimates may be biased. Before addressing endogeneity issues, we run a multinomial logit model in
order to investigate the determinants of female occupational status, with particular regard for job
instability. The dependent variable has five categories: secure employment (employees with open
ended contract), unemployed, insecure employment (employees with a fixed-term contract or
atypical workers), self-employed, inactive. Independent variables capture individual, family and
regional characteristics. In particular, we include women’s educational level, type of university
degree, region of residence, education cohorts (i.e. the year in which individuals finished their
educational career), characteristics of the family of origin, the regional female unemployment rate,
and the regional rate of precariousness'. Education cohorts allow us to compare individuals at
similar “labour-market cycle” stage: given the reforms of the Italian labour market, labour market
institutions and conditions are very different for different years in which individuals enter the labour
market (Berloffa, Modena and Villa 2011). As regards the family background, we considered two
main channels through which the family of origin can affect the individual’s occupational status: 1)
the cultural channel works through the values attached to the different alternatives (e.g. intrinsic
value of “secure” labour contracts), through a better knowledge of important information, or
through the stimulus of non-cognitive skills. 2) The social channel influences preferences,
opportunities and choices through peer-effects and network-related advantages such as informal
channels of job-search (Berloffa, Modena, Villa 2011). As a proxy for the cultural channel we use
mother’s education, as a proxy for the social channel it is common to consider the father’s

occupation.

Table 4 presents the results of the multinomial logit for female occupational status. We focus on the
determinants of being precarious. Results are in line with what one would expect. Having an upper
secondary school diploma or a university degree in medicine, engineering, economics, political
science, sociology, or law decreases the probability of holding an insecure job position. Living in
the South or in the Islands increases the probability of being a temporary worker, as does the
regional rate of precariousness. The family background seems to have no effect on job insecurity,
while having finished the educational career in the first half of the 80s, or in the periods 1995-98,
2003-2008 significantly increases the probably of being insecure (the former is statistically
significant at the 10.4% level). This result can be interpreted as a consequence of labour market

reforms carried out in the last two decades (Berton et al. 2009; Berloffa and Villa 2010): in 1984 the

3 The share of precarious workers over the labour force in the region of residence. Precarious workers include:
parasubordinati, interinali, irregual workers. Our calculation is on the basis of data collected from Inps, Ebitemp and
Istat respectively.
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CFL (contratto di formazione e lavoro) was introduced', in 1995 a special pension scheme was
introduced for those self-employed workers characterised by a close and continuous relation with a
single company (co.co.co), in 1997 temporary agency work (lavoro interinale) was introduced for
the first time in Italy (within the so-called Pacchetto Treu), in 2003 the so-called Legge Biagi
further enlarged the spectrum of atypical contracts (see Berloffa and Villa 2010 and Berton et al.

2009 for a comprehensive review of recent Italian labour market reforms).

In order to address endogeneity issues, we perform a regression-based test to check whether
women’s employment instability is endogenous. Given the results of the multinomial logit, we use
the education cohort as an instrument for female job insecurity. In particular, we construct a dummy
indicating whether the woman has finished her educational career in the periods 1981-85, 1995-98,
or 2003-2008. Since an instrumental variables estimator for probit models with endogenous
regressors is not consistent (Dagenais 1999; Lucchetti 2002; Wilde 2008), we prefer to estimate IV
in the Linear Probability Model. Results are reported in Table 5. The test fails to reject absence of
endogeneity (the t test on the predicted residuals from the first stage is t=0.11, P>Itl=0.911), hence
we use the probit model (2) to estimate the effect of women’s employment instability on

childbearing intentions.

Another issue to be addressed is the endogeneity of household income (and hence income
insecurity). We use the occupational status of the father of the male as an instrument for household
income (the share of male’s income on household income is on average higher than the female’s
one). The importance of the family background to achieve important economic outcomes has been
largely documented by the literature on intergenerational mobility: the income elasticity of children
with respect to parents’ income is positive, and the probability of children to access given economic
conditions is strongly affected by the parents’ one (for a survey see Corak 2006; for Europe and
Italy see e.g. Franzini and Raitano, 2010; Giuliano, 2008; Brunetti and Fiaschi, 2010).

As for female precariousness, we performed a regression based test to check the endogeneity of
household income insecurity (see Table 5). The occupational status of the father of the male"
(whether he was manager, member of profession or employer) is found to be strongly and
negatively correlated with household income insecurity (t=-4.13). Since the coefficient on the first
stage predicted residuals is not statistically different from zero, we can conclude that income

insecurity is not endogenous.

4 CFL is a fixed-term contract with reduced social contributions, a lower entry wage and no firing costs (with respect to
open-ended contracts) to be used for the hiring of young unemployed (aged less than 30).

' The occupational status of the parents refer to the time at which parents were the age of the interviewee.
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We tested separately the endogeneity of female job insecurity and household income insecurity. We
can also test for endogeneity of multiple explanatory variables. For each suspected endogenous
variable, we obtain the reduced form residuals and we then test for the joint significance of these
residuals in the structural equation (Wooldridge 2003). The F test indicates that both suspected
explanatory variables are exogenous (F(2,3306)=0.06, Prob>F=0.941).

6. Conclusions

Over the last two decades more and more Italian women entered the labour force, as a consequence
of their major enrolment in education; at the same time the average number of children per women
fluctuated around 1.4 since the early nineties. This paper offers an explanation for the drop in
fertility mainly related to the fact that the labour market reforms implemented in the mid of the
nineties introduced new forms of temporary labour contracts. The concept of flexibility was at the
basis of these contracts, reserved to young individuals and females. They also were characterized by
low levels of maternal and sick leave protection clearly penalizing women and discouraging them
from having children.

In this paper we construct three measures of economic uncertainty related to job and household
income and wealth insecurity. We adopt a macro-micro data based approach, on the grounds that
the three measures are derived from micro-data at the couple level and then summarized using a
macro methodology of weighting components.

We show that job instability of women negatively affects the propensity to have (more) children;
the effect is not statistically significant for men, suggesting the persistence of the breadwinner
model in the Italian setting with males being primarily responsible for the household budget. As for
the other dimensions of insecurity, wealth insecurity undermines the transition from zero to one
child: wealth is in fact a variable resulting from investments planned and fulfilled over the life
cycle. Low levels of wealth discourage the first childbearing which is likely to have the major
impact on the family’s economic conditions. On the other hand, uncertainty about income, which is
affected by temporary shocks, is shown to matter solely for mothers. It does not discourage the first
childbearing, but it seems to significantly and negatively affect successive pregnancies.

Our results suggest that policies aimed at increasing fertility levels should account for — and try to
reduce - insecurity about women’s future employment and the household income and wealth.
More specifically, public actions aimed at raising fertility should take into account appropriate

labour market policies tackling the rising incidence of women’s precariousness.
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Table 1. Mismatch between actual and wished for number of children

2008 2008 2008 2008
2004 (first (second (third (all

choice)  choice) choice) choices)
Insufficient income 35.0% 19.9% 31.8% 9.9% 35.6%
Incompatibility with work 12.8% 19.0% 46.6% 33.0%
Incompatibility with work (female) 11.0%
Incompatibility with work (male) 12.0%
Unsuitable home 14.6% 1.5% 19.9% 17.7% 14.4%
No regular help from relatives 71% 1.7% 4.4% 9.6% 6.0%
No nursery schools nearby or too expensive 2.8% 4.1% 1.5% 2.1%
Caring for other relatives 2.1% 2.3% 6.8% 4.1%
Lack of agreement with partner on number of children 1.1% 1.1%
Biological/physical reasons 47.0% 5.2% 49.1%
Other reasons 39.1% 13.7% 15.6% 8.0% 22.3%
No. of women 168 74 30 19 74

Source: Our calculation from the SHIW, 2004 and 2008.
Note: sample weights included.
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Table 2. Descriptive statistics

Obs. Mean  Std. Dev. Min Max
Plan to have (more) children 5063 0.17 0.37 0 1
Married 5063 0.97 0.18 0 1
Number of children 5063 1.30 1.04 0 7
Presence of grandparents 5063 0.01 0.10 0 1
Female's age 5063 37.26 5.73 16 50
Male's age 5063 40.73 6.50 18 74
(I;/Idatjli;{'ingrr]'ne, elementary and middle school 5063 0.50 0.50 0 ’
Male: high school (diploma) 5063 0.41 0.49 0 1
Male: bachelor's degree and beyond 5063 0.10 0.30 0 1
gglrlaalﬁ(:):one, elementary and middle school 5063 0.44 0.50 0 1
Female: high school (diploma) 5063 0.45 0.50 0 1
Female: bachelor's degree and beyond 5063 0.11 0.32 0 1
Male: inactive 5063 0.01 0.12 0 1
Male: unemployed 5063 0.04 0.19 0 1
Male: employed with stable job 5063 0.68 0.47 0 1
Male: precarious 5063 0.06 0.23 0 1
Male: self-employed 5063 0.21 0.41 0 1
Female: inactive 5063 0.40 0.49 0 1
Female: unemployed 5063 0.05 0.22 0 1
Female: employed with stable job 5063 0.40 0.49 0 1
Female: precarious 5063 0.06 0.25 0 1
Female: self-employed 5063 0.08 0.27 0 1
Wealth insecurity 5063 0.45 0.29 0 1
Income insecurity 5063 0.45 0.29 0 1
North 5063 0.48 0.50 0 1
Center 5063 0.18 0.38 0 1
South and Isles 5063 0.34 0.47 0 1
Year of the survey: 2002 5063 0.20 0.40 0 1
Year of the survey: 2004 5063 0.34 0.48 0 1
Year of the survey: 2006 5063 0.34 0.47 0 1
Year of the survey: 2008 5063 0.11 0.32 0 1

Source: Our calculation from the SHIW, 2002-04-06-08.

Note: sample weights included.
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Table 3. The effect of economic insecurity on fertility plannings

(1) )

(©)

(4)

No children 0.213***  0.209*** 0.166™* 0.185***
(0.0258)  (0.0351)  (0.0327)  (0.0358)
Female: inactive -0.0244* -0.00672
(0.0137) (0.0154)
Female: unemployed -0.0507*** -0.0382*
(0.0162) (0.0199)
Female: precarious*no child -0.0558*** -0.0495***
(0.0168) (0.0186)
Female: precarious*child -0.0507*** -0.0418**
(0.0175) (0.0195)
Female: self-employed -0.000617 -0.00188
(0.0205) (0.0203)
Male: precarious 0.00889 0.0156
(0.0240) (0.0252)
Male: self-employed 0.0359** 0.0216
(0.0162) (0.0160)
Wealth insecurity* no child -0.0823** -0.0694*
(0.0338) (0.0365)
Wealth insecurity* child -0.0798*** -0.0264
(0.0278) (0.0314)
Income insecurity*no child -0.0795** -0.0131
(0.0395) (0.0459)
Income insecurity*child -0.116*** -0.0876**
(0.0317)  (0.0386)
Married 0.0480*** 0.0409** 0.0440*** 0.0415**
(0.0153) (0.0175) (0.0165) (0.0165)
Male: none, elementary and middle school education -0.0699*** -0.0624*** -0.0576*** -0.0575***
(0.0217)  (0.0225)  (0.0221)  (0.0220)
Male: high school (diploma) -0.0473*** -0.0452** -0.0436** -0.0413**
(0.0181) (0.0187) (0.0183) (0.0183)
Male inactive yes yes yes yes
Male unemployed yes yes yes yes
Female's education yes yes yes yes
Presence of grandparents yes yes yes yes
Female's age yes yes yes yes
Female's age sq yes yes yes yes
Geographical dummies yes yes yes yes
Year dummies yes yes yes yes
Obs 5063
Pseudo R2 0.283 0.281 0.281 0.288

Source: Our calculation from the SHIW, 2002-04-06-08.

Note: Marginal effects reported. Robust standard errors clustered at the household level in brackets.

** £<0.01, ** p<0.05, * p<0.1
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Table 4. Multinomial logit for the female occupational codition

Insecure
. . -0.789***
High school (diploma) (0.217)
Bachelor's degree and beyond*type of -1.467***
degree1 (0.513)
Bachelor's degree and beyond*type of -0.320
degree2 (0.340)
- . 0.366
Father's high occupation (0.297)
, . . -0.0149
Mother's med/high education (0.296)
-1.183***
North (0.434)
-1.222***
Center (0.388)
Regional rate of precariousness 14.58"
(3.869)
Regionale female unemp.rate -0.00237
(0.0308)
Education cohorts
0.00120
1976-80 (0.358)
0.560
1981-85 (0.344)
0.0866
1986-90 (0.353)
-0.0465
1991-94 (0.400)
0.732*
1995-1998 (0.433)
0.707
1999-2002 (0.557)
2.132***
2003-08 (0.630)
-3.723***
Constant (1.013)
Observations 4229
Wald chi2(64) 696.25
Prob>chi2 0.000
Pseudo R2 0.131
Observations 4229

Source: Our calculation from the SHIW, 2002-04-06-08.

Note: Base category: secure employment. Type of degree 1
includes: medicine, engineering, economics, political science,
sociology, law. Results for categories unemployed, self-employed,
inactive are omitted. Robust standard errors clustered at the
household level in brackets. Sample weights included. *** p<0.01,
** p<0.05, * p<0.1
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Table 5. Testing for endogeneity

Suspected explanatory variable

Female job insecurity

Household income insecurity

First stage
education cohorts ('81-'85,'95-'98,'03-'08) 0.033
(0.012)***
male's father high occupation -0.071
(0.017)***
Second stage (fertility intentions as dep.var.)
predicted residuals 0.052 -0.189
(0.467) (0.4)
F-test (multiple endogenous variables)
F(2,3306) 0.06
Prob>F 0.941
Observations 5063 4320

Source: Our calculation from the SHIW, 2002-04-06-08.

Note: Linear Probability Model. All exogenous variables listed in Table 3 and sample weights included.
The first stage is the reduced form equation with the suspected endogenous variable as dependent
variable. Robust standard errors clustered at the household level in brackets. F test is the test for joint

significance of the predicted residuals in the structural equation. *** p<0.01, ** p<0.05, * p<0.1
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