l‘)

Check for
updates

5

Laws for the Right to Work of Disabled
People: The Italian Experience

Massimiliano Agovino and Agnese Rapposelli

In Europe, people with disabilities face very low employment rates and are
strongly linked to disability pension, with the overall effect of an increased risk
of poverty (European Commission 2007a). Parodi and Sciulli (2008) show, for
Italian data, that disability pensions do not compensate the potential incomes
of people with disabilities; consequently, the risk of poverty for families with a
person with a disability is higher than for families without a family member
with a disability. People with disabilities, compared to ones without impair-
ments, incur a higher probability of becoming poor and of encountering social
exclusion and this probability increases if they are not employed (Shima et al.
2008). Hence, an important question to address is: how to increase the prob-
ability of finding employment for an individual with a disability?

In Italy, Law 68 of March 12, 1999, aims at the regulation and promotion
of the employment of persons with disabilities and has contributed signifi-
cantly to the employment of people with disabilities and hence to their social
inclusion (Orlando and Patrizio 2006). Law 68/1999 specifies that regions
have the greatest responsibility in its application and, consequently, its success-
ful implementation depends almost exclusively on regions” actions and ability
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to efficiently coordinate the various actors (e.g., people with disabilities,
employers, job centres, etc.) involved in the employment of individuals with
disabilities in order to reach the matching between demand and supply of jobs
for this group (Agovino and Rapposelli 2014). However, even if this law rep-
resents an important tool for the employment of people with disabilities, it is
not enough. The unemployment problem for some people with disabilities is
especially linked to their inability to allay health problems in the workplace.

Italian data highlight the limits of Law 68/99 in guaranteeing jobs for peo-
ple with disabilities especially in Southern Italy (Agovino and Rapposelli
2012). Therefore, measures are needed to support the economic policy of this
law to reach the matching between demand and supply of jobs for those with
disabilities. Flexicurity, used to refer to combinations of both labour market
flexibility and high levels of social security, could be a valid measure to improve
the degree of inclusion of disabled people in the labour market. Flexicurity
represents a ‘third way’ strategy between the flexibility generally attributed to
the Anglo-Saxon labour market and the strict job security characterizing
Southern European countries, or between the flexibility of liberal market
economies and the social safety nets of the traditional Scandinavian welfare
states (Madsen 2004, 2007; Organization for Economic Co-operation and
Development [OECD] 2004).

It is important to promote a balance between flexibility and social security,
because a high level of social security may result in an increased risk for indi-
viduals in the disability populations, with partial work capacity to get trapped
in the disability pensions system (Eichorst et al. 2010). In addition, it is likely
that the current economic crisis and the high unemployment rate will increase
the use of disability pensions to control for the labour supply. At European
Union (EU) level, flexicurity is integrated in the European Employment
Strategy, which is aimed at increasing employment and reducing unemploy-
ment in EU countries. In line with Lisbon agenda, flexicurity has been pro-
posed as a promising reform concept for enhancing Europe’s economic growth
and social cohesion (European Commission 2006a, 2007a, b; Boeri et al.
2007). On the one hand, more flexible labour markets would reduce the costs
of firms to adjust to the dynamics of the highly integrated global economy,
improving Europe’s competitiveness. In contrast, increased labour participa-
tion and higher income security would contribute to higher levels of social
inclusion. As described in the Disability Action Plan, the EU strategy for
promoting flexicurity systems in Member States to achieve the goals of the
Lisbon Strategy seems to be valid.

To this purpose, to evaluate the effects that could be achieved if active and
passive measures could act in a synergistic way, in this chapter we deal with
the construction of three flexicurity indicators for people with disabilities by
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means of the weighted arithmetic mean method, where weights associated
with the two policies (active measures—Active Labour Market Policies
[ALMPs]—and passive measures—Civilian Disability Pensions [CDPs])—
are chosen in a subjective way. The possibility of considering different weights
associated with each of the measures, used for the construction of the indica-
tors, can help us to understand what kind of combination is useful in order to
get a better result in terms of the number of people with disabilities placed in
employment. Secondly, to evaluate both the separated effect of active (ALMP)
and passive (CDP) measures in influencing the matching process of disabled
people, and the ability of the three flexicurity indicators (then the combined
effect of ALMP and CDP) to influence the probability of employment for
disabled people, we estimate an augmented matching function. The matching
function, explicated in the Cobb-Douglas specification, is widespread in stud-
ies with macro data (e.g., Fahr and Sunde 2004, 2009; Lottman 2012).

More recently, further studies have been conducted in this field and
Agovino and Rapposelli contributions (2012, 2013, 2014) have provided use-
ful information to policymakers for economic policy action to promote the
integration of disabled people in the labour market. However, these analyses
have been conducted by using a linear programming technique, Data
Envelopment Analysis (DEA) and their results show that environmental and
social capital variables ought to be included as policy instruments within the
context of Law 68/99. Efficient enforcement of Law 68/99 will require more
investment in social capital for some regions, whilst it will require attention to
the socio-economic environment in others (Agovino and Rapposelli 2012,
2013, 2014). Hence, this analysis allows us to analyse both the impact of
individual measures and their joint impact (by distinguishing the three differ-
ent indicators that assign different weights to the two policies) on the employ-
ment process of people with disabilities. Besides, under the hypothesis of
synergistic interaction between passive and active measures, this analysis
allows us to verify whether flexicurity could produce a positive effect on Italian
regions’ ability in finding employment for disabled people and, consequently,
if it is better for the government to invest more in ALMP or in CDP.

Measuring Flexicurity for Disabled People

There is no agreement in the literature on the definition of flexicurity
(Viebrock and Clasen 2009), and Bekker and Wilthagen (2008) suggest that
each country has to find its own concept of flexicurity by using a distinct
combination of instruments that fit the national, institutional, social and civil
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contexts. In the Westernized context, for example, Denmark was highlighted
as a best-practice example after its disability scheme reform in 2003, which
has led to a fundamental conceptual shift towards focusing on work ability
(OECD 2004). In the case of disabled workers, it seems appropriate to con-
sider Bekker and Wilthagen’s definition that connects the term flexicurity
with a form of public policy aimed at disadvantaged workers groups. We refer
to a political strategy that combines both the flexibility of the labour market
and workers’ well-being, with the emphasis on the most underserved groups
inside and outside the labour market (Wilthagen and Rogoswski 2002;
Wilthagen and Tros 2004). Both theoretical models (Boone and Van Ours
2004; Coe and Snower 1997) and empirical results (European Commission
2006a) suggest that it is important to consider the interaction between active
and passive labour market policies to increase the effectiveness of active poli-
cies (European Commission 2006b; Martin and Grubb 2001).

The approaches followed can be divided into two types of measures: the
contributory benefits transfer programmes (passive measures, such as Civilian
Disability Pensions [CDPs]) and employability and integration of persons
with disabilities in the labour market (active measures, such as Active Labour
Market Policies). More explicitly, the movement away from passive measures
(such as CDPs, that may have disincentive effects on job search) to active
measures has been achieved by the implementation of legislative instruments
(such as obligatory employment quota schemes, anti-discrimination legisla-
tion and job protection rights) and targeted Active Labour Market Policies,
which aim to support the participation of people with disabilities. In this case,
the flexicurity approach, involving the combination of Active Labour Market
Policies and social protection systems, is likely to have the effect of increasing
the probability of finding employment for disabled people (European
Commission 2007b). More specifically, Active Labour Market Policy (ALMP)
represents a core aspect of the European Employment Strategy and its aim is
to transfer the use of passive support to active help for the integration of
people into the labour market (European Commission 2006b). Looking at
equality in society for those with disabilities, the implementation of an effec-
tive ALMP for disabled people (Assunzione agevolata dei disabili—Facilitated
employment for people with disabilities) is thus extremely important, as ALMPs
make it easier for disabled people to enter or remain in the labour market,
thus help achieve the goals of the European Employment Strategy.

On the other hand, the objective of the European Union is to reduce the
impact of contributory benefits transfer programmes (as in EU-15 the expen-
diture on disability pensions has increased by 18.6 per cent in the past decade)
that are part of passive labour market policies, in favour of ALMPs (European
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Commission 2007b). The main objective of the benefits system is the protec-
tion of people who are sick or injured; however, another aim is to help people
who can work and want to stay in the workforce, even if they have lost part of
their ability to work. Consequently, the use of disability pensions must allow
for the return to work where there are residual abilities to avoid social exclu-
sion. OECD (2004) points out that disability pensions still contain incentives
that make the possibility to return to work unattractive, also in the case of
people with partial disability. Disability pensions are not a flexible instru-
ment; once granted, they are very rarely withdrawn, even though such with-
drawal is technically possible. Consequently, granting a disability pension
makes it difficult to reintegrate the recipient in social and working life.

By focusing on Italy, we observed that during the period 2006-2011 the
percentage of recipients of CDPs is constantly twice the percentage of dis-
abled people who participate in ALMPs (Agovino and Rapposelli 2014). In
addition, we registered the presence of significant differences among Italian
regions in terms of distribution of CDPs and ALMPs, observing high partici-
pation in active measures by disabled people residents in Northern Italy, while
we register the highest percentage of CDPs in Southern Italy.

Methods
Flexicurity Indices (Fls)

Flexicurity indicators are computed by using the weighted arithmetic mean
method that subjectively assigns different weights to its component factors
(active and passive measures), according to the following steps (Agovino and

Rapposelli 2015).

Normalization

Let X = {x;} be the matrix with 7 rows (regions) and 2 columns (indicators,
i.e., ALMP and CDP). Thus, the normalized matrix Z = {z;} when the jth
indicator is a good ALMP is computed as follows:

_gmin(s)
W max(zj)—min(zj) M
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Alternatively, if the jth indicator is a bad CDP, we have

max(zj)—zij

%= max(zj)—min(zj) @

The normalized CDP variable provides a measure for the reduction of
dependence on disability pensions by working age people. An increase will
mean that fewer people aged 15-64 receive Civilian Disability Pensions
(CDPs); this indicates, therefore, a reduction in both dependency and welfare
degree. Broadly, it is a proxy of both the degree of autonomy of disabled
people and their participation in overall society specifically in the labour mar-
ket. In both cases, the values of the normalized indicators vary between 0 and
1, where 0 corresponds to the worst (cross-section) performance and 1 cor-
responds to the best performance in the sample in terms of flexicurity.

Aggregation
The FI is given by:
1 1 :
A: Ezi1+5zi2 Vi=1,...,20 3)
2 1 :
B: gzi,+§zi2 Vi=1,...,20 4)
1 2 )
C: gz“+§zi2 Vi=1,...,20 (5)

where z;, is normalized ALMP and z; is normalized CDP. The flexicurity
indicators are computed as arithmetic means of the two dimension indices, as
follows:

— fexicurity index A assigns equal weight to passive and active measures;
— fexicurity index B assigns greater weight to active measures;
— flexicurity index C assigns greater weight to passive measures.
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The Augmented Matching Function

We analyse the separate effect of active and passive measures (respectively,
Active Labour Market Policies and Civilian Disability Pensions), as well as
their combined effect, on the matching process of disabled people by estimat-
ing a matching function first augmented by ALMPs and CDPs (Lehmann
1995; Puhani 1999) and then by the three flexicurity indices (Agovino and
Rapposelli 2015). By using a Cobb-Douglas specification we write the aug-

mented matching function as follows:
M=A(cU) VP ©6)

where M is the (IN7x1) vector of the flow of matches and A describes the aug-
mented matching productivity (Fahr and Sunde 2004); changes in the value
of A can capture changes in the geographic and skill characteristics of employ-
ers and jobs, or other differences between them, as well as differences in the
behaviour among job searchers (Broersma and Van Ours 1999). U and V'
denote the (IV7xI) vectors of unemployment and vacancies stocks. Generally,
¢ represents a search effectiveness index of the unemployed people in the
absence of search enhancing labour market schemes which takes a value
between 0 and 1 (Hujer and Zeiss 2003; Lehmann 1995). In the case of
people with disabilities, ¢ represents an index that directly (indirectly) mea-
sures the ability of regions to implement Law 68/99. Generally, cU defines the
search effective stock of unemployed persons. In our case, it represents the
proportion of people with disabilities who find a job thanks to the ability of
the region in the employment process for disabled people; hence, greater is «,
the greater is the number of disabled people who find work through an efhi-
cient implementation of Law 68/99. In the case of people with disabilities, we
cannot speak of unemployed ‘effective’ stock who are seeking work, because
the unemployed people with disabilities stock only include persons who are
seeking employment, therefore they are all effective. Law 68/99 provides that
people with disabilities who want to work must enrol in lists maintained by
employment centres. Consequently, we will find in these lists only persons
who actively seek a job and not all unemployed persons.

We assume that ¢ is affected by ALMP and CDP. The basic idea is that
ALMP helps regions in the process of finding employment for people with dis-
abilities and allows, therefore, to better implement Law 68/99. On the con-
trary, we expect a negative effect of CDP on this process. To introduce ALMP
and CDP into the matching function we define the parameter ¢ as follows:
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C=G(1+‘L’) with T:Zj:lnjpj (7)

The parameter ¢ denotes the search effectiveness of the region in the absence
of ALMP and CDP, and 7 is the impact of ALMP and CDP programmes on
the search effectiveness. The general effect T can be decomposed into the sev-
eral effects m; of ALMP and CDP measures p;. T can be seen as a linear com-
bination of the two measures, under the following assumptions: 0 < 7; < 1

and Z ;=1. For this purpose, in addition to considering a version of
i

Eq. (6) with disjoint effects of the two measures (active and passive), we also
consider a version with their combined effect, which includes flexicurity indi-
cators, introduced above, computed from the combination of the two poli-

cies. The log-linearized form of Eq. (6)
1nM=1nA+1nU[3’1+1nVﬂ2+1n(<7(1+1'))[5'1 (®)
can be approximate for small 7 as follows:
lnMZA*+1HUﬂl+anﬁ+Z;:1ﬂjpjﬁl 9)
Where
A"=InA+p,/Inc (10)
The augmented matching function we estimate is given by

InM =InUpB, +InVp, +InALMPf, +InCDPB, + In NETLS, + A"
A"=A+u+v +e (11)

where ALMP is the percentage of disabled people who benefit of active mea-
sures at regional level, CDP is the percentage of recipients of Civilian Disability
Pensions in working age and NETL denotes the number of employees in
temporary layoff hours (NETL) that acts as an indicator of the state of the
local labour market (we also remind that Law 68/99 provides that companies
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with employees in temporary layoff hours are not enforced to employ disabled
people). The variable A* captures the remaining explanatory variables for
M. In particular, A is a constant, , is a regional fixed effect, v, is the time fixed
effect and € represents the (IN7x1) vector of errors which are assumed to be
i.i.d. across 7 and # with zero mean and constant variance ¢°. By considering
the flexicurity indices, the matching function we estimate is given by

InM =InUB, +InVB,+InFIB, + nNETLf, + A’
A"=A+p+v +¢ (12)

where FI is the flexicurity indicator. Furthermore, Egs. (11) and (12) intro-
duce endogeneity problems. The effects of ALMPs may be biased because
the resources used to finance active policies are not randomly assigned
across regions and for this reason they cannot be considered as an exoge-
nous variable (Boeri 1997; Boeri and Burda 1996). This endogeneity prob-
lem can be dealt by using instrumental variables, that is variables correlated
with ALMPs measures but not with the error term. In particular, we use the
lag of unemployment and vacancy rate of disabled people and GDP per
capita. Because the instruments listed are very general, we insert a more
specific and highly correlated instrument with the ALMP for disabled peo-
ple, the regional fund for employment of people with disabilities (RFEPD).
This fund, established by article 13, paragraph 4, of Law 68/1999, is an
instrument of incentive for employers who hire disabled workers through
agreements, as provided by article 11 of Law 68. In this case, we use the
amount of the fund allocated to each region.

We have the same endogeneity problem in the passive measures (CDP). In
particular, CDPs are not homogeneously distributed in Italy. Agovino and
Parodi (2012) show that socio-economic variables, such as poverty and unem-
ployment rate, are significantly correlated with the attribution of Civilian
Disability Pensions in Southern Italy. In the case of CDP, we use instruments
that allow us to capture the socio-economic aspects, such as the lag of unem-
ployment and vacancy rate of disabled people and GDP per capita. As flexi-
curity indicators are a combination of ALMP and CDDP, we use the same tools.
Hence, by considering the endogeneity problem introduced by ALMP and
CDP, we run a two-stage least squares regressions (2SLS) of the follow-
ing form:
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Firststage: InALMP, =+ Z; BInX,, ;+B,RFEPD,, +n,,

lnCDPN = ,B + Zj=1 ﬁl lnXi,t—j +17i,t

secondstage: InM,, =, InU,, +B,InV,, + B, InALMP,,
+B,InCDP,, + B;InNETL,, + A+ p, +v, +¢,,

13)

We instrument our ALMP and CDP variable to extract their exogenous
component. The instruments are the temporal lag of first and second orders
of unemployment and vacancy rate for disabled people and GDP per capita,
denoted by X. In addition, we consider an additional instrument for the
ALMDP, that is the regional fund for employment of people with disabilities,
denoted by RFEPD.

Case Study

The present case study focuses on the 20 Italian regions, corresponding to the
European NUTS-2 level in the official classification of the European Union
(Nomenclature of territorial units for statistics), for the period 2006-2011.
The variables observe for the identification of active and passive measures in
the case of disabled people are the following ones: the percentage of disabled
people who benefit of Active Labour Market Policies (ALMPs) at the regional
level. Data on ALMPs for disabled workers were obtained in compliance with
article 13 of Law 68/1999 (source ISTAT, https://www.istat.it/).

The percentage of recipients of Civilian Disability Pensions (CDPs) in
working age are not connected with national insurance contributions, but
they are paid to people with disabilities in working age on the basis of their
physical characteristics (e.g., people affected by blindness, deafness or other
types of impairments) (Agovino and Parodi 2012). In order to estimate the
augmented matching function we introduce the following variables (source
Institute for the Development of Vocational Training for Workers [ISFOL],
heep:/fwww.isfol.it/): (1) the match variable, defined based on job placement
as defined by article 7 of Law 68/99 (rules on compulsory recruitment) (n.b.
ISFOL does not specify whether the match variable includes also employed
disabled people who are looking for a job, in addition to the unemployed
disabled people who find a job). The match variable also includes disabled
people hired by firms which are not obliged, via the agreement, a tool signed
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by the interested parties (employers, provincial offices for the employment of
disabled workers and authorities that promote labour integration), that allows
to define a personalized programme of interventions in order to overcome
barriers related to the inclusion in the workplace (art. 11, paragraphs 1 and 4);
(2) the unemployment variable, that is the number of people with disabilities
enrolled in employment centres as of December 31; (3) the vacancies variable,
defined by article 3 of Law 68/99 (compulsory recruitment, reserve shares)
which states that public and private employers are obliged, in proportion to
their size, to have disabled people among their employees. The employer is
obliged to have a reserve share of one disabled worker if the firm has a number
of employees ranging from 15 to 35, two disabled workers if the number of
employees ranges from 36 to 50 and 7 per cent of workers if the number of
employees is more than 50. The reserve share that is not filled (vacancies)
allows to determine the stock of vacancies; (4) the number of employees in
temporary layoffs hours.

The three flexicurity indices results show the presence of two clusters. We
may note that Northern regions register the highest indices with values well
above the average value, showing a high degree of flexicurity, while Southern
regions show a very low degree of flexicurity with values well below the aver-
age value (Table 5.1).

Table 5.2 shows the estimated results of the matching function augmented
with ALMP and CDP (column 1) and with the three FIs (columns 2, 3 and
4). As suggested by the matching theory, the estimated elasticities of both
unemployment and vacancies variables are positive. In particular, the elastic-
ity of matches on unemployment (vacancy) is about 0.46 (0.34), and this
means that an increase of unemployment (vacancy) stock by 1 per cent results
in an increase of matching by 0.46 (0.30). With regard to the specification
which includes ALMP and CDP in a disjoint way, we can observe that ALMP
shows a negative sign but it is not significant, while CDP have the expected
negative sign, with an impact of about 0.58 per cent. Besides the expected
sign of the number of persons in temporary layoff hours is negative with an

Table 5.1 Flexicurity indices, annual average values (2006-2011)

Regions A_FI B_FI C_FI

Northern Italy Range 0.40-0.98 Range 0.31-0.97 Range 0.52-0.98
(n=28) Mean 0.61 Mean 0.52 Mean 0.71
Central Italy Range 0.31-0.52 Range 0.24-0.40 Range 0.38-0.63
(n=4) Mean 0.41 Mean 0.33 Mean 0.50
Southern ltaly Range 0.03-0.38 Range 0.03-0.32 Range 0.03-0.45
(n=28) Mean 0.14 Mean 0.12 Mean 0.16
Mean (SD) 0.38 (0.25) 0.32(0.23) 0.45 (0.27)
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Table 5.2 Estimates of augmented matching functions

Estimate (1)
with ALMP  Estimate (2) Estimate (3) Estimate (4)

Dependent variable: InM  and CDP with FI_A with FI_B with FI_C
InU 0.4612+* 0.4584+* 0.4113 0.4861**
(5.03) (4.23) (3.47) (4.95)
InV 0.3436" 0.4125 0.4530%* 0.3929+
(3.44) (3.18) (3.25) (3.34)
InALMP —0.2042
(-1.29)
InCDP —0.5786***
(-3.49)
INNETL —0.2152* -0.2101* -0.2101* —0.2150*
(-2.62) (=2.11) (-=2.15) (-2.14)
InA_FI 0.3288*
(2.19)
InB_FI 0.2823
(1.67)
InC_FI 0.3337*
(2.65)
Constant 2.1180"* 0.6094 0.7769* 0.4552
(3.49) (1.67) (2.18) (1.18)
Regional fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
# observations 80 80 80 80
First-stage F statistic 24,25+ 26.55 34.67+ 21.36
Hansen J statistic [0.330] [0.257] [0.304] [0.266]

Notes: Standard errors are corrected for heteroskedasticity; t-statistics are in
parentheses; p-values are reported in brackets; **, ** and * indicate coefficients that are
significant at 1 per cent, 5 per cent and 10 per cent, respectively

impact of about 0.21 per cent for both estimates. With regard to the specifica-
tion which considers the synergistic action of ALMP and CDP by including
the three flexicurity indices, we can observe that all of the three indicators
show an expected positive sign, but only flexicurity indices A and C (that has
a slightly greater impact than A), are significant at the 5 per cent. This means
that the synergistic action of both measures has positive effects on the match-
ing process of regions for the employment of disabled people.

Discussion and Conclusions

The key challenges that European Union countries are facing with respect to
disabled people are low employment rates and high dependency on entitle-
ments as well as an increased poverty risk. Hence, in the last decade, an



5 Laws for the Right to Work of Disabled People: The Italian... 91

increasing emphasis has been placed to reinforce the social and labour market
inclusion of people with disabilities. The flexicurity approach, that involves
the combination of Active Labour Market Policies and social protection sys-
tems, could be a valid measure to reach this objective (Agovino and Rapposelli
2017). For this purpose, in this chapter we have examined the impact of flexi-
curity on the employment process of disabled people, by focusing on Italian
regional labour market for the period 2006-2011. First of all, by means of
three flexicurity indices, computed by using the percentage of recipients of
Civilian Disability Pensions in working age (passive measure) and the per-
centage of disabled people who benefit of ALMP at a regional level (active
measure), we have verified that Northern and Central regions show a higher
degree of flexicurity than Southern regions. Then, by estimating an aug-
mented matching function we have verified that the disjoint use of active
(ALMP) and passive (CDP) measures generates a locking-in effect (Van Ours
2004). More specifically, we show that ALMPs (which show a negative but
not significant sign) do not have an effect on the matching process for the
employment of disabled people. The failure of active measures is justified by
the so-called training trap, that is generated by the growing number of unem-
ployed disabled people involved in long-term training experiences (the maxi-
mum duration of internships for disabled people is 24 months) of low quality
and not oriented towards employment, as shown in Caroleo and Pastore
(2003, 2005), instead of apprenticeships oriented to recruitment.

About the CDP, we observe that it registers a negative and significant sign;
hence, an increase of the recipients of Civilian Disability Pensions as well as
reducing the matching process also increases the probability of social exclu-
sion. It is well known that the aim of disability pensions is to assure a decent
standard of living for people who cannot work. This scheme should be
changed to ensure flexibility so that people with a partial incapacity to work
are not excluded from the labour market. In fact, it is observed that only 2 per
cent of people who receive disability pensions can reintegrate within the
labour market; accordingly, pensions become an absorbing state, that is the
probability of the individual subsequently exiting that state is close to zero.

It could also be that people who receive a disability pension are not able to
participate in the labour market. However, it appears that many of those who
benefit from disability pensions could have a part-time job. Nevertheless, due
to the inflexibility of the benefits system many people remain trapped in the
entanglement of disability pensions and do not ever enter the labour market.
Another important problem associated with the lack of flexibility of the
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benefits system, as well as the social exclusion of people with a partial incapac-
ity, is the increasing public spending weight, that is unsustainable in a period
of economic crisis. On the contrary, by estimating an augmented matching
function which includes the three flexicurity indices, we have verified that the
synergistic action of active (ALMP) and passive (CDP) measures has positive
effects on the matching process of regions for the employment of disabled
people. More specifically, we observe that all the three indicators register an
expected positive sign, but only flexicurity indices A and C (that has a slightly
greater impact than A) are significant at the 5 per cent. The indicator that
gives greater weight to the development of the economic independence of
people with disabilities is one that most favours the probability of finding
employment for the disabled. Hence, in terms of policy it seems appropriate
to reduce the use of CDP for disabled people, as it represents an income sup-
port instrument not very flexible. One way to reduce CDP is represented by
public social expenditure, which is characterized by less distortion and greater
flexibility.

These results provide two important economic policy suggestions in order
to improve the effects of Law 68/99 and thus make more effective the action
of the regions in the employment process we suggest:

1. A synergistic action characterized by an equal combination (i.e., equal
weight) of passive (CDPs) and active (ALMPs) measures. In summary, an
increase in ALMP for disabled people must match an equal reduction of
CDP that ensures increased independence to people with disabilities from
the welfare state.

2. A synergistic action characterized by a combination of the two measures
which gives greater weight to the formation of autonomy, thereby reduc-
ing the degree of dependency and welfare of the disabled. But how to
increase the autonomy of disabled people from the welfare state? One way
would be to use an alternative tool of income support not characterized by
being an absorbing state that is public social expenditures (different from
pension expenditure) in favour of disadvantaged groups, that has the char-
acteristic of temporariness. The public social expenditure is still a burden
to the government but, unlike CDP, appears to be a more flexible instru-
ment (the allocation is reviewed from time to time). The flexibility of this
tool would ensure the reduction of the degree of dependence of disabled
people, thus reducing the risk of poverty and encouraging the process of
social and economic integration of the disabled people.
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