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Introduction

This Doctoral thesis is composed by three self-contained chapters. The first
two focus on the effects of labor market institutions on the housing market
and the demographics of an economy. Housing is one of the most important
components of households’ wealth and its dynamics affect many aspects of the
economy. Demographics and fertility choices have relevant policy implica-
tions, such as the sustainability of the pension system. Housing tenure deci-
sions and evolution of demographics are strictly linked, and in the first two
chapters of this PhD thesis, I show that they both interact with labor market
institutions. In these papers I use a combination of empirical as well theoretical
approaches, working with aggregate panel data and Dynamic Stochastic Gen-
eral Equilibrium models. The third chapter instead, uses Italian micro-data to
develop an empirical analysis of the drivers for wealth inequality dynamics in
Italy, during the Great recession. Abstracts of each chapter follow.

Labor market institutions and homeownership Studies to what extent
labor market institutions can explain homeownership rate differences over time
and across countries. Using panel data from 19 OECD countries over the pe-
riod 1965-2014, I find empirical evidence that employment rigidities are posi-
tively correlated with homeownership, and real wage rigidities are negatively
correlated with homeownership. The empirical findings are rationalized using
a DSGE model with labor rigidities, and search and matching frictions, where
heterogeneous households face a housing tenure decision. Labor market fric-
tions affect housing tenure choice through their impact on employment and
wage volatility. The housing market is directly linked to labor rigidities via
an endogenous credit constraint. Performing counter-factual analyses, I find
that labor market institutions account for a relevant share of the difference in
homeownership between countries and over time. I also show that labor re-
forms which reduce unemployment benefits can dampen the effect of policies

1



2 LABOR MARKET INSTITUTIONS, HOUSING AND DEMOGRAPHICS

targeted to increase homeownership.
Do Labor Market Institutions Matter for Fertility? Using annual data

for 20 OECD countries over the period 1961-2014, we study whether labor
market institutions (LMIs) not targeted to maternity impact the total fertility
rate (TFR). We distinguish between employment rigidities (ER) and real wage
rigidities (RWR), since the former reduces and the latter amplifies the response
of the business cycle to shocks. Panel regressions and principal component
analysis reveal that ER, such as employment protection and union strength,
increase TFR. On the other hand, RWR, proxied by the centralization of wage
bargaining and unemployment benefits, reduce TFR. We also find evidence
that unemployment volatility reduces fertility whereas wage volatility raises
fertility. Thus, to the extent that labor market institutions affect unemploy-
ment and wage volatility, they may also affect fertility. We complement our
analysis with a DSGE model that incorporates households’ fertility decision
as well as unemployment and wage rigidities. We find that downward wage
rigidities amplify real contractions in response to negative demand shocks and
lead to large drops in employment and fertility.

Investment choices and wealth inequality: evidence from Italy This pa-
per uses micro-data from the Bank of Italy Survey of Household Income and
Wealth to investigate the drivers of net wealth inequality dynamics in Italy
during the Great Recession. Understanding the sources of wealth inequality
is important from a welfare perspective, since different causes may have dif-
ferent implications and may call for different policy interventions. I analyze
the evolution of wealth components across the wealth distribution and I use
Gini index decomposition to assess the relevance of each wealth component
for total inequality. I show that a large part of wealth dynamics in Italy dur-
ing the Great Recession was driven by the evolution of real estate. I document
that the Gini index for net wealth increased significantly between 2008 and
2012 and decreased between 2012 and 2014. The evolution is very similar for
the Gini index for real estate. I find that the increase in inequality observed in
Italy between 2008 and 2012 cannot be attributed to changes in the relative con-
tribution of each wealth component, but more likely to the rise of real estate
shares hold by households in the top of the wealth distribution. The reduction
in inequality observed after 2012 instead, can be related to changes in the share
of real estate, but also to a shift between the relative importance of other real
assets and financial assets.
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