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Introduction


The Norwegian welfare sate is characterized by institutions aiming at providing
 the population economic security and equality together with a high living stand-
 ard. At the same time the Norwegian welfare state is committed to realizing a high
 level of employment and labor force participation. The “working approach” pro-
 moted by the Norwegian government (arbeidslinja) aims to integrate the more im-
 portant part of the population to the labor force and to make them economically
 self-sufficient. Is there a trade-off between these goals? Does a high level of social
 protection discourage work participation? Does the welfare state generate disin-
 centives that undermine economic performances?


Before answering these questions it is necessary to clarify in which perspective
 disincentive effects will be considered. There are two dimensions to be taken into
 account: the scope of the phenomena and the underlying normative concerns.


1) The scope of disincentive effects


The scope of disincentive effects is potentially large. Traditionally, economists
 have focused on estimating the disincentive effects of high taxes and cash trans-
 fers and how these and other types of state intervention (regulation, subsidies, tax
 expenditures) have affected resource allocation.


According to Linbeck (1981a), disincentive effects are due to the wedge intro-
 duced by the social transfers system between the social return and the return to
 the individual on productive effort. Lindbeck analyses the welfare state’s impact
 on households in five fields: the choice between income and leisure, the pursuit of
 do-it-yourself work and the production for barter, the intensity of work, the in-
 vestment in human capital and geographical mobility, the search for tax loopholes
 and engagement in illegal activities. The problem with this type of analysis is that
 there are few data available on these dimensions of the disincentive effects of the
 welfare state, therefore it is difficult to confirm or disconfirm such an analysis.


2) The normative concerns underlying the study of disincentives effects
As highlighted by Sandmo (1991), the interest concerning disincentive effects tra-
duces an evolution in economic thought. During the 1960s there was little discus-
sion of merits and weaknesses of the market and little awareness of disincentive
problems.



(10)Considering disincentive effects due to the welfare state is obviously a normative
 question which can have at least three different basic motivations.


The first one stresses the perspective of the welfare loss due to public interven-
 tion. In his essay “Equality and efficiency: the big trade off”, Okun defines the
 problem as the trade-off between markets and democracy. The underlying princi-
 ples of these social organizations are said to contradict each other: the market re-
 quires inequality to function whereas democracy requires equality. Stated in these
 terms, the problem is to choose between equality and efficiency. Because individu-
 als are supposed to be driven by monetary stimuli, they have an incentive to work
 harder when they have positive rewards and to reduce their efforts when these re-
 wards decrease. As long as markets give a reward proportional to effort they lead
 to efficient behavior. Democracy (or the welfare state), by introducing a wage be-
 tween rewards and effort, is supposed to create disincentives. The welfare state, by
 distorting the choices that people make (as far as markets are considered to be ef-
 ficient), generates inefficiencies, in itself a matter of concern.


The second approach stresses the perspective of a decline of work in the wel-
 fare state. If the concern is the potential decline of work or savings due to welfare
 policies, the question is determining whether welfare policies discourage working
 or saveing, so that we have to consider two effects of welfare policies: the income
 and the substitution effect.1 The income effect states that because people are poor-
 er due to taxation they increase their labor supply (to compensate the income
 loss), whereas the substitution effect states that because the relative prices of time,
 labor and leisure are changed peope reduce their labor supply.


This traditional position has been criticized by Lindbeck (1981), according to
 whom the effects on labor supply of isolated reductions in the after tax wage rate
 are ambiguous, because of the income effects; even when they do occur they are
 not really relevant when we are concerned with disincentives problems.


1 “The income effect stems from the fact that the tax makes people worse off, and if leisure is a
 normal good, this reduction in their real income causes them to consume less leisure, so that to this
 extent the income tax acts as an incentive. The substitution effects stem from the fact that at the
 margin people are keeping less of their income, and this acts as a disincentive […] the combined
 result is that taxation may cause people to work more hours, or fewer” (Atkinson 1995 p 133).


“High deductions make you want to work more overtime to make up what you lose (income effect)
but if you get to a certain amount it’s not worth working for (substitution effect)” (Brown and Levin
quoted by Atkinson 1995 p 134).
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 positive economic issue of whether work effort falls or rises in response to
 some government action, but rather on the welfare economic issue of
 whether deviations are created, or raised between the social and private re-
 turn on (marginal) work effort.” (Lindbeck 1981 p31).


As stressed by Atkinson (1993), the question of whether one should consider the
 substitution effect alone as Lindbeck does (as done by the first approach) or take
 into account the overall effect (substitution and income effect, as in the second
 approach) depends on the underlying normative concern. There are two possible
 reasons: one is that the existence of taxes may distort the choices that people
 would otherwise make, the other is that we attach value to work as such. In the
 first case the cost of the welfare state is measured by the substitution effect, in the
 second case it is the total effect that matters.


But one should raise the question as to why disincentive effects are undesira-
 ble, or, to put it another way, are markets always efficient and why should we seek
 to raise the level of work? One can argue that markets know market failures or
 that the efficiency of the market is a theoretic construction which never occurs in
 the real world. One can argue that raising the level of work has a positive impact
 on the public finance, but some may argue that people should work less on envi-
 ronmental or social grounds.


 A third normative motivation to study disincentive effects is to better design
 welfare policies. Taxes and benefits are the most direct way in which governments
 can affect the financial incentives for individuals to work or to save. But the
 structure of taxes and benefits might lead to undesirable side-effects, for example
 the unemployment trap (when unemployment benefits give no incentive to unem-
 ployed workers to find a job) or the poverty trap (when social benefits give incen-
 tives to stay with assistance instead of going to work). Taxes and benefits in this
 perspective can be restructured in order to be consistent with their fundamental
 purpose.


The definition of the scope and the underlying normative concern constitutes a
 guideline to define the way to study disincentive effects.


For example Lindbeck, analyses the welfare state’s impact on household be-
haviors, not only on the basis of its effect on households’ labor supply and on sav-
ing, but more broadly. By considering only the substitution effect (and not the in-
come effect) he assesses the disincentive effects of the welfare state in terms of
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 of potential improvement of social policies.


In the following pages we restrict the study of disincentive effects of the wel-
 fare state to the effect on hours of work in the market for two reasons. The first is
 that the effect of hours of work on the market is the main effect considered by the
 policy makers and the second is that empirical studies of disincentives effects are
 available only when it comes to work on the market. Furthermore, we believe that
 the normative reason for studying disincentive effects is to contribute to improv-
 ing their performance.



1 Taxes, benefits and labor supply: theoretical issues



1.1 Taxes and labor supply


The basic model


The basic model of labor supply (Killingsworth 1983) is of a person choosing his/


her hours of work and facing an income/leisure trade-off. A central hypothesis is
 that the individual has a choice. In reality, it may be that there are no jobs availa-
 ble and the individual is forced to consume leisure. The choice is assumed to de-
 pend on the wage rate w, the individual’s preferences representing indifference
 curves leisure/income, and the other sources of income M. The individual’s income
 will be (wL+M), where L represents the number of hours worked. Given the indi-
 vidual’s preferences, the labor supply L will vary with the wage rate w and the
 other sources of income M. The Slutsky equation2 of labor supply shows two ef-
 fects of the variation of the wage rate: the income effect and the substitution ef-
 fect. Introducing a social security tax reduces the disposable income to w(1-t)L+M
 where L the labor supply has changed due to the combination of the two effects.


The income effect traduces the fact that the individual is worse-off due to the
 income reduction whereas the substitution effect traduces the changes in the


2 The Slutsky equation is derived from the labour supply function. The individual’s labour supply h
being a function of the wage rate w, the price of the consumption goods p and the non labor in-
come M, that is h=h(w,p,M). ∂h/∂w measuring the variation of the labour supply when the wage
rate varies, can be decomposed as follows: ∂h/∂w = (∂h/∂w)s + h (∂h/∂M) or multiplying throughout
by w/h, ∂h/∂w.w/h = (∂h/∂w)s.w/h + w (∂h/∂M). This decomposition is known as the Slutsky equa-
tion. (∂h/∂w)s.w/h measures the substitution effect, w (∂h/∂M) measures the income effect.
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 ply. By making individuals worse-off the income effect leads them to behave dif-
 ferently. Because they are poorer, they postpone their retirement, they cannot en-
 joy as much leisure, etc. The substitution effect arises from the fact that not all
 activities are taxed at the same rate. Taxation diverts activities from taxed to un-
 taxed areas, or from areas with higher taxes to areas of lower taxes. The substitu-
 tion effect is obviously negative on labor supply. The income effect is usually
 considered as positive on labor supply, because the individual tries to make up
 what he has lost due to the tax by working more. The overall impact can be am-
 biguous, depending on the relative strength of the income and substitution effects.


The basic model allows for taking into account transfer payments by considering
 them as negative taxes. The difference between taxation and transfer payments is
 that, under taxation, one’s tax liability is positive, whereas under transfers this li-
 ability is negative, that is payments go from the government to the individual in-
 stead of spring from the individual to the government. In other respects transfer
 payments are similar to tax payments.


Methodological issues


To empirically measure the effect of taxes on labor supply it is necessary to solve
 problems in economic theory and econometrics. The results depend on the way
 these problems are approached, which explains the absence of consensus among
 economists about the magnitude of disincentive effects.


The first theoretical problem is how to take into account the fact that the taxa-
tion is not proportional but progressive. The effect of progressive taxation is to
create a convex non-linear budget set where the net after tax wage depends on
hours worked. Since most of consumer theory is based on constant prices that are
independent of quantity purchased, the Slutsky equation needs to be modified to
assess the effect of a change in the tax rate. Theoretical problems become more
complex when other provisions of the tax codes are taken into account because
that creates non-convexity in the budget set. There is then the possibility of dis-
continuities in labor supply function (for a fixed level of taxation individuals can
choose different levels of labor supply), which supposes that the empirical model
of labor supply is able to compare different discrete points. “On a priori grounds,
almost nothing can be said about the effect of taxation in the non convex budget
case” (Hausman 1985).



(14)The second problem is setting up an econometric model able to take into account
 the non constancy of the net after tax wage which means treating the non-linear-
 ity of the budget set. A way to proceed consists of taking the exogenous non-line-
 ar budget set and explaining the individual choice of desired hours. This has been
 done by Hausman (1980) by working backward from the labor supply specifica-
 tion to the underlying preferences, which can be represented by a utility function.


These methodological problems have led to two generations of studies. The
 first generation does not take into account the non-convexities of the budget set
 whereas the second generation does. Although the more sophisticated of these
 studies seem to be the less robust (Pencavell 1986, Blundell 1993) by being vulner-
 able to misspecification and measurement error. MaCurdy (1990) considers that
 the surestimation of the results of the second generation is due to the statistic
 model and not to the economic model. For married women the assessment of the
 results is more tricky once taking into account the sensitivity of labor market par-
 ticipation to the wage estimation (the problem is due to the fact that there is no
 wage data for non working women). Studies show a positive elasticity (the substi-
 tution effect is dominant) for women, but in the standard model a simple reserva-
 tion wage condition is used to determine participation, in which an individual
 moves into employment if the market (after tax) wage exceeds his or her reserva-
 tion wage. It is easy to show that many of the large elasticity for female labor sup-
 ply are simply an extrapolation of the wage effect on participation.



1.2 Benefits and incentives to work


The basic model


The effect of benefits on labor supply is generally analyzed the same as for the
 effect of taxes on labor supply, on the basis of standard consumer theory. An indi-
 vidual maximizes utility by choosing among leisure/income options, given budget
 constraints. Because most transfer programs reduce benefits when earnings in-
 crease, the recipient’s budget constraint is shifted in position and slope.3 In ana-
 lyzing work incentives two parameters are of importance: the income guarantee


3 The budget constraint is given by the plot of the net income by the hours of work. As far as the
net income does not increase proportionally when the worked hours increase because of the de-
crease of benefits, the budget constraint is not linear but composed of different brackets, each of
them having a different position and slope.



(15)and the marginal tax rate (benefit reduction rate). The guarantee produces an in-
 come effect (case of a flat rate benefit) whereas the tax rate produces both an in-
 come and a substitution effect (case of income-related benefit). Hence a transfer
 with a positive tax rate (which means that the benefit decreases with earnings)
 creates income and substitution effects that reduce labor supply. The various
 transfers affect the budget set in many ways, and might thus influence economic
 behavior.


The problem faced by the individual is the reverse of the case with income tax
 (as far as the benefit can be analyzed as a positive tax) but the budget constraint is
 more complicated because of the presence of the transfer programs, which gener-
 ates non-convex budget sets (Hausman 1985). Generally, such programs raise non
 labor income by the amount of the transfer. The individual then faces a high mar-
 ginal tax rate until he/she reaches the break-even point at which all benefits have
 been taxed away. Beyond the break-even point the individual rejoins the general
 tax system. In the case of AFDC4 programs (Hausman 1985, Atkinson 1985), the
 earnings up to a set amount ($30 per month) are “disregarded” and not taxed by
 the program. Beyond this point, the individual faces a the high marginal rate until
 the break-even hours are reached.


Such complex budget constraints also generates a “poverty trap”: by consider-
 ing the marginal tax rates, there is a range of gross earnings where there is little
 increase in net income as gross income increases (Atkinson 1989). For those in
 work, the withdrawal of benefits as income rises involves a high marginal tax rate
 on additional income. The term “composite marginal tax rate” is used to denote
 the combined effect of extra taxes paid and benefits lost as a result of an increase
 in income.


Methodological issues


As stated by Atkinson (1985), the problem when one tries to estimate labor supply
 is that the marginal tax rate faced by individuals is endogenous. This means that
 one cannot treat the marginal tax rate as a parameter but must take the full (exog-
 enous) budget set into account. Furthermore, with non-convex budget sets, a per-
 son may be indifferent between several levels of work, yielding to several tangen-
 cy between indifference curves and budget sets.


4 AFDC: Aid to Families with Dependent Children, the main welfare program in the U.S



(16)In comparing different national systems of transfer and benefits (Atkinson and
 Mogensen 1993), one is struck by the differences in welfare institutions across
 countries. Therefore it is out of the question to give a synthetic and comparative
 view of the effect of benefits on incentives to work as will be done for taxes. The
 aim we pursue by reviewing the international literature is more modest and con-
 sists in listing the different types of incentives or disincentives to work linked to
 idiosyncratic welfare systems, which could help us to set up “good” questions
 when it comes to Norway.



2 Taxes and labor supply: empirical results



2.1 From theoretical to empirical models


As stated previously, the labor supply of an individual is the result of maximizing
 behavior. The individual’s labor supply h is a function of the wage rate w, the
 price of the consumption goods p and the non labor income M, that is
 h=h(w,p,M). The sign of ∂h/∂w measuring the variation of the labor supply when
 the wage rate varies is indeterminate, depending on the relative magnitude of the
 income and substitution effects. The theory implies that the sign of the substitu-
 tion effect is positive (individuals want to increase their labor supply when the
 wage rate increases and to decrease it when the wage rate decreases due to, for
 example, a tax increase) whereas the sign of the income effect is negative provid-
 ed the fact that leisure time is a normal good. The sign of the overall effect (un-
 compensated effect of an increase in the individual wage rate on hours of work) is
 indeterminate and depends on the relative magnitudes of the substitution and in-
 come effects.


The empirical model must account for individual differences in hours worked:


two individuals facing the same values of w,p and M would in general choose dif-
 ferent levels of labor supply since their preferences differ. A way to account for
 these differences consists of adding a vector of individual characteristics Xi to the
 labor supply function. The first generation studies used a log linear function as an
 estimation basis:


ln H = a +b ln(w/p) +c ln(M/p) +d Xi + ε


To interpret the parameters b and c it is useful to consider the Slutsky decomposi-
tion of the wage effect into a substitution and income effect.



(17)∂h/∂w = (∂h/∂w)s + h (∂h/∂M)
 or multiplying throughout by w/h,



∂
h/∂w.w/h = (∂h/∂w)s.w/h + w (∂h/∂M)

Wage elasticity = Substitution elasticity + income elasticity
 (uncompensated) (compensated)


The left side h (∂h/∂M).w/h is normally referred to as the uncompensated (for in-
 come changes) wage elasticity and can be broken into two components:


The first, reflecting the substitution effect, (∂h/∂w)s.w/h, is referred to as the
 compensated wage elasticity and measures the utilityconstant (or income compen-
 sated) effect of an increase in the wage rate on the individual’s hours of work. At
 the same time, an increase in the wage rate augments the individual’s wealth al-
 lowing him/her to consume more goods, which increase utility and less goods that
 generate disutility (such as hours of market work) which is measured by w (∂h/∂M)
 the income effect of a wage increase on hours of market work.


Returning to the log linear specification, we see that b yields a direct estimate
 of the uncompensated wage elasticity and c a direct estimate of the income elas-
 ticity. The compensated wage elasticity (measuring the substitution effect) must be
 derived from the other parameters using the Slutsky equation: the compensated
 wage elasticity is equal to b-(wh/M)c.


Therefore empirical studies aim to estimate three type of elasticities5: the un-
 compensated elasticity (or wage elasticity) which measures the overall effect of the
 taxation on labor supply; the compensated elasticity which measures the substitu-
 tion effect (usually negative) of the taxation on labor supply and the income elas-
 ticity which measures the income effect (usually positive) of the taxation on labor
 supply.


5 The elasticity measures the responsiveness of the labour supply to a variation of the wage. An
uncompensated elasticity of for example –0.4 means that if the wage increases by 1% the labour
supply will decrease by 0.4%, conversely if the wage decrease by 1% the labour supply will in-
crease by 0.4%.
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2.2 Empirical results


Labor supply elasticity


As mentioned, Killingsworth (1983) differentiates between two generations of em-
 pirical studies of labor supply. The first generation, most of which appeared in the
 1960s and early 1970s, uses a simple methodology that is unable to deal with the
 non linearity and non convexities of the budget sets, and thus is not able to take
 into account the effect of taxation. The second generation develops more sophisti-
 cated techniques and attempts to deal with non linearity in the budget set.


It is possible to summarize the results of the litterature reviewed by Killings-
 worth (1983) as follows:


Ranges of estimated wage and income elasticity of the first generation studies
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(source: Killingsworth 1983)


For males, most of the estimates of the uncompensated wage elasticity fall in the
 range 0.0 to –0.4 and indicate that income elasticity is negative but fairly small.


A wage increase reduces the labor supply and a decrease in wage increases the
 labor supply (the income effect is dominant). In the case of females, the range of
 estimates is much larger and the uncompensated wage elasticity is positive. A
 wage increase leads to an increase of the labor supply.


Range of estimated wage and income elasticity of the second generation studies
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(source: Killingsworth 1983)


With respect to males, the second generation studies find a negative uncompen-
sated wage elasticity, which, in accord with theory, means that the male labor sup-
ply is backward bending (a wage decrease leads to an increase of labor supply at
least for the superior segment of the curve and vice versa). Female labor supply is
more responsive to wages than male labor supply (the uncompensated marginal
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 ticity are clearly negatives). Most of these studies thus give sizable effects on the
 female labor supply of a decrease in the marginal tax rate.


Some elasticity for Sweden
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The uncompensated elasticity for males are small positive numbers and is positive
 but somewhat larger for females, reflecting forward sloping supply curves (which
 disagree with the predictions of the theory): a wage decrease due to an increase in
 taxation, leads to a decrease of labor supply which reveals the presence of a disin-
 centive effect of taxation.


Aaberge, Dagsvik and Strøm (1995) report uncompensated elasticity for Nor-
 way of 0.33 for males and of 1.59 for females, an income elasticity being –0.11 for
 males and –0.28 for females yielding a compensated elasticity of 0.22 for males
 and 1.31 for females. In a previous study with 1979 data, Dagsvik and Strøm
 (1988) reported uncompensated elasticity of 0.19 for males and 1.05 for females,
 an income elasticity of –0.04 for males and –0.12 for females yielding a compen-
 sated elasticity of 0.23 for males and 1.17 for females.


For Denmark, Smith (1991) finds an uncompensated wage elasticity of 0.06 for
 women and 0.10 for men. Petersen and Smith (1995) find an uncompensated wage
 elasticity of 0.08 for cohabiting men and –0.12 for single men. For cohabiting
 women the uncompensated wage elasticity is 0.04 and  –0.06 for single women.


Contrary to the first generation studies that find negative uncompensated elas-
ticity, the second generation studies, taking account of taxes, find either a positive
elasticity or a negative elasticity close to zero. This finding rejects the hypothesis
of a backwarding labor supply (in accord with theory) that can be interpreted as
implying that the effect of income taxes is to increase labor supply (at least for
males) and supports the hypothesis of a forwarding labor supply (the effect of in-
come taxes is to reduce labor supply).



(20)But this result has to be evaluated carefully. McCurdy et. al. (1990) show that the
 maximum likehood estimation of these second generation models imposes a posi-
 tive substitution effect on all observations of the non-linear segment of the budget
 constraint. The estimation technique constrains the compensated elasticity to be
 non-negative, which tends to produce larger uncompensated elasticity and smaller
 income elasticity.


A second problem when comparing cross country results is that we have no
 idea which other factors (than taxation) may influence labour supply decisions.


There may be economic, social or cultural factors leading to differences in labour
 supply for which we do not control for. The differences between countries may be
 due to the level of taxation but may also be due to other factors.


Disincentive effects of taxation?


The empirical findings show that there are reductions in labour supply attributed
 to the existence of taxes. The size of this effect is small for men and larger for
 women. However, there is a lack of consensus about many aspects of the estimate
 of the magnitude of disincentives.


Predicted effects of progressive income tax systems on hours worked
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(21)Concerns about taxation have been expressed about the marginal rate of taxation.


The possibility that the marginal rate of taxation discourages work effort is one of
 the main considerations of the political debate on taxation.


The existence of high marginal tax rates does not mean in itself that serious disin-
 centives exist. Elasticity for Sweden, Denmark and Norway is positive. A positive
 elasticity means that labor supply increases with wages, and hence decreases with
 taxes. But in the case of Sweden there are a variety of results without any agree-
 ment on both the direction and the size of the effect (Atkinson and Mogensen
 1993). Concerning Norway the number of studies are too small to be  conclusive.


However, the absence of clear findings does not mean that tax reform, with an
 aim to design an incentive tax scheme, is without value, as shown by simulations
 of different tax schemes based on labour supply elasticities.


The effect of taxes on labour supply is usually summarised by comparing the
 hours of work under the existing tax system with the predicted hours under a pro-
 portional tax system yielding the same revenue. It is also possible to state the ef-
 fect of the existing tax system by comparing it to a lump sum tax or a no tax sit-
 uation.


This table shows the percentage of decrease of hours worked due to the exist-
 ing tax system compared with three different tax schemes: proportional, no tax
 and lump sum tax ( i.e. a fixed amount independent of income). The existing tax
 system leads to a decrease in worked hours ranging from –1.4% (Denmark) to -
 38% (Norway) by comparison of what the worked hours would be under a propor-
 tional tax system. For Italy the passage toward a proportional tax system would
 reduce worked hours for females by 7.1%. Figures for Norway are very high com-
 pared to other countries. According to Aaberge, Colombino and Strøm (1996), who
 made comparisons using the same methods in Sweden, Norway and Italy, the
 weak labor supply responses for Italy are due to the fact that the tax system does
 not differ significantly from a proportional tax system, whilst the low responses in
 Sweden may be due to the stricter regulations of working hours which are ac-
 counted for in the model.


The results of the simulations show that while the wage elasticities are quite
small, changes in marginal tax rates can have quite a large effect on hours of
work. However a serious problem in using these results is that the estimations of
supply elasticity are extremely sensitive to the specifications and the econometric
method chosen. Furthermore, as stressed by Atkinson (1995), empirical evidence
cannot settle the issue of taxation and work incentives definitively: “there are no



(22)studies of labor supply that are not open to serious objection on at least one im-
 portant ground” (Brown 1983, p 167).



3 Benefits and incentives to work



3.1 Transfers to families with children


The types of transfers to families with children are very diverse and vary accord-
 ing to countries. Nevertheless, it is possible to identify three types of problems
 that, whatever the welfare system considered, have to be dealt with.


The first is related to welfare dependency. The second deals with the link be-
 tween childcare facilities and incentives to work. The last is concerned with the
 impact of means-tested benefits on the presence of the poverty trap.


There is obviously a link between welfare dependency and poverty traps as
 long as recipients of the benefit do not exit from the benefit toward the labour
 market. But there is also a difference: in the case of welfare dependency, people
 are supposed to stay as recipients of the program because of the moral hazard
 problem. They are voluntarily dependent on the program because the program is
 supposed to be too generous and generates no incentive to exit. In the case of the
 poverty trap, it is not the behaviour of the recipients which is a cause, but the de-
 sign of the program which generates high marginal tax rates and therefore no in-
 centive to exit. If the result is the same, the perspective and the policy implications
 are different.


Welfare dependency


Welfare dependency refers to the fact that welfare systems, by reducing incentives
 to work (and labour supply), encourages long-term dependency of recipients on
 welfare programs.


This topic has been mainly studied with the US Aid to Families with Dependent
Children (AFDC) program (Danzinger et al. 1981, Moffit 1992). For the most part,
it is a program only for female heads of family with children under 18. To be eligi-
ble for benefits a family must have income and assets below certain specified lev-
els set by the 51 states of the US. Benefits are paid according to a schedule that
sets a “guaranted” amount for a family of a given size and which reduces benefits
at a certain rate as a recipient’s income rises.



(23)Most of the studies have been cross-sectional using cross states variation in AFDC
 benefits and estimates of the effect of AFDC parameters (guarantees and tax rates)
 on measures of the labour supply for female heads of family at a point in time.


Labour supply analyses of AFDC
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The results from Garfinkel and Orr (1974) and Williams (1975) mean that, in terms
 of actual values, increasing the annual guarantee by $500 or the tax rate by 10%


reduces employment rates respectively by 2.4 and 1.4% (Garfinkel and Orr) or by
 5.8 and 2.1% (Williams).6


As Danziger et al. indicate, the available research shows that AFDC programs
 generate non trivial work disincentives. Unfortunately the estimates of effect vary
 considerably across studies and there is consequently large uncertainty about the
 magnitude of the effect.


An additional finding (Moffit 1992) is that very little of the supply labor reduc-
 tion arises from ineligible female heads who lower their hours of work below the
 break-even point to become eligible for AFDC. That implies that the work disin-
 centives effect of AFDC have little effect on the size of the case load (the disincen-
 tives arising from women initially above the break-even point increase the
 caseload by 5% at most). Thus the problem of “welfare” dependency (i.e. participa-
 tion in AFDC) cannot be ascribed to the work disincentives of the program.


6 In order to calculate the percentages of variation in actual values from the elasticities one must
know the absolute value of G and T which differ according to the date of each studies.



(24)Childcare facilities and incentives to work


In the basic labour supply model, labour supply is seen as a result of the choice
 between income and leisure. Becker (1965) however includes factors such as do-
 mestic production in the labor supply function. As far as childcare facilities being
 a substitute for the self-production of childcare, the availability of childcare facil-
 ities can influence labor supply. Sundström and Stafford (1992) made a cross
 country study of female labor supply in 21 OECD countries. The independent
 variables were the total fertility rate and a set of policy variables. Public consump-
 tion as a percentage of GDP which can be interpreted as an indicator of public
 service substitutes of women’s home work, is found to have a positive effect. The
 results show that the availability of a public childcare system increases the partic-
 ipation rate. On the other hand, as the price paid by the parents for childcare facil-
 ities usually decreases with parents’ income (as a result of a mean testing proce-
 dure) and with the number of children, some parents will face a high composite
 marginal tax rate (for example single parents with low income) when increasing
 their labor supply.


For Sweden Gustafsson and Stafford (1992) considered female labour market
 supply and utilisation of childcare facilities as a joint decision, finding a negative
 price effect on female market work and on public childcare utilisation (the higher
 the price is, the lower is labour supply and childcare utilisation).


Poverty trap


As stated by Atkinson (1989), a variety of ways to define poverty traps exist. The
 way the notion is defined influences the type of policy that can be implemented to
 deal with the poverty trap problem. One way to define this concept is to see the
 poverty trap as arising in any situation where a family both receives a mean tested
 benefit and is liable for income tax. In this case the trap can only be removed by
 increasing the tax threshold or by reducing the scope of means tested benefits.


A second way to define poverty traps is to see poverty traps as arising in situ-
ations where families face high marginal tax rates on additional earnings, whatev-
er the reason for the increase in tax rate (income tax, withdrawal of income-relat-
ed benefits). As a result of income testing, people may face a high rate of with-
drawal of transfers as income rises, which means that a 10% increase in gross in-
come (by working more) may generate a smaller increase in net income. The com-
bined effect of transfers withdrawal and tax may lead to composite marginal tax
rates superior for benefits recipients than for taxpayers. In this case the trap can




    
  




      
      
        
      


            
    
        Referanser

        
            	
                        
                    



            
                View            
        

    


      
        
          

                    Last ned nå ( PDF - 56 sider - 749.00 KB )
            

      


              
          
            Outline

            
              
              
              
              
              
                              
    Empirical results
                              
    Transfers to families with children
                              
    Unemployment benefits
                              
    Pensions and disincentive to work
                              
    Disability insurance and disincentives to work
              
              
            

          

        

      
      
        
  RELATERTE DOKUMENTER

  
    
      
          
        
            The Welfare Society in the 21
        
      

        The relationship between the rate of return on capital and the trade union ef- fect is a complex one: it does not solely depend on the effect on salaries and on productivity, but

    
      
          
        
            The Welfare Society in the 21
        
      

        Oslo, April 1999 Ove Langeland.. Neil Gilbert is Chernin Professor of Social Welfare and Social Services at Universi- ty of California, School of Social Welfare, Center for

    
      
          
        
            17-00069
        
      

        This report documents the experiences and lessons from the deployment of operational  analysts to Afghanistan with the Norwegian Armed Forces, with regard to the concept, the main

    
      
          
        
            1812504
        
      

        Based on the above-mentioned tensions, a recommendation for further research  is to examine whether young people who have participated in the TP influence  their parents and peers in

    
      
          
        
            1682712
        
      

        Overall, the SAB considered 60 chemicals that included: (a) 14 declared as RCAs since entry into force of the Convention; (b) chemicals identied as potential RCAs from a list of

    
      
          
        
            Welfare and the Environment Implications of a recent tax reform in Norway
        
      

        If the production structure is such that the wage increases, labour supply increases and there is room for full consumption and traditional welfare to increase.. When the wage

    
      
          
        
            The beginning of the NHS – and the impact on Norwegian health care
        
      

        The ideas launched by the Beveridge  Commission in 1942 set the pace for major reforms in post-war Britain, and  inspired Norwegian welfare programmes as well, with gradual

    
      
          
        
            The medical reports from the district physicians – an indispensable source to the Norwegian medical past
        
      

        Whether it was the health college, the medicinal agency, the medicinal office or, later, the offices of the county public health officers and the National Board of Health,

      



      

    

    
            
                        
             Last opp dine studiemateriell for å laste ned alle dokumenter.

            
              

                        
  

                
            
            
        
        Last opp
                

            Dokumentet ditt vil bli beriket, delt på 9PDF NO for å hjelpe til med studiene.

          

                    
      
  RELATERTE DOKUMENTER

  
          
        
    
        
    
    
        
            1551065
        
        
            
                
                    
                    20
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

          
        
    
        
    
    
        
            02-03005
        
        
            
                
                    
                    103
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

          
        
    
        
    
    
        
            08-01915
        
        
            
                
                    
                    55
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

          
        
    
        
    
    
        
            12-00828
        
        
            
                
                    
                    24
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

          
        
    
        
    
    
        
            1183730
        
        
            
                
                    
                    17
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

          
        
    
        
    
    
        
            13-00131
        
        
            
                
                    
                    27
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

          
        
    
        
    
    
        
            08-01463
        
        
            
                
                    
                    56
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

          
        
    
        
    
    
        
            1712602
        
        
            
                
                    
                    18
                

                
                    
                    0
                

                
                    
                    0
                

            

        

    


      

      


              
          
            
          

        

          

  




  
  
  
    
      
        Bedrift

        	
             Om Oss
          
	
            Sitemap

          


      

      
        Kontakt  &  Hjelp

        	
             Kontakt Oss
          
	
             Feedback
          


      

      
        Juridisk

        	
             Vilkår For Bruk
          
	
             Retningslinjer
          


      

      
        Social

        	
            
              
                
              
              Linkedin
            

          
	
            
              
                
              
              Facebook
            

          
	
            
              
                
              
              Twitter
            

          
	
            
              
                
              
              Pinterest
            

          


      

      
        Få våre gratisapper

        	
              
                
              
            


      

    

    
      
        
          Skoler
          
            
          
          Emne
                  

        
          
                        Språk:
            
              Norsk
              
                
              
            
          

          Copyright 9pdf.net © 2024

        

      

    

  




    



  
        
        
        
          


        
    
  
  
  




     
     

    
        
            
                

            

            
                                 
            

        

    




    
        
            
                
                    
                        
                            
  

                            

                        
                            
  

                            

                        
                            
  

                            

                        
                            
  

                            

                        
                            
  

                            

                    

                    
                        

                        

                        

                        
                            
                                
                                
                                    
                                

                            

                        
                    

                    
                        
                            
                                
  

                                
                        

                        
                            
                                
  

                                
                        

                    

                

                                    
                        
                    

                            

        

    


