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Abstract

Measures concerning intergenerational inequality generally refer to youth unemployment or youth household
income and wealth. The common conclusion is that the generational gap is represented by negative trend of
youth unemployment and NEETS. In this paper, I argue that this phenomenon is not the cause of
intergenerational unfairness, but one of its effects.

The pioneering efforts to measure the intergenerational fairness through a set of multidimensional indicators are
the starting point for deeper analysis. The purpose of this paper, however, is not only to measure unfairness, but
to quantify the generational divide. The latter is defined as the intensity of material and immaterial barriers
affecting a sound development of individuals.

The way to measure such a phenomenon is to use a new and comprehensive, synthetic index, applied to the
Italian youth emergency and social discrimination. For this reason some new indicators are added to the previous
models, such as credit crunch, the scar inferred to NEET (Not in Education, Employment or Training), digital
divide and barriers to mobility.

The results of this pilot analysis in the selected country for the period 2004-2012 demonstrate a worsening of the
generational divide over the last five years and these high negative trends are mainly due to housing costs,
decreasing incomes and the pension burden. These results suggest the need for a deep and careful consideration
on the real intergenerational sustainability of current European and development strategies and show a large
discrimination towards the younger generations.
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1. Introduction

Unfairness among generations is normally considered a key concept within theories of social justice (Rawls,
1971) and mainly deals with studies concerning obligations to future generations (Sikora & Barry, 1978;
Frischmann, 2005) or the break of social contract between generations (Laslett, 1992). It is also denounced by
several organizations and movements such as AFG Alliance for future generations (UK) IF Foundation (UK),
Impetus-The Private Equity Foundation (UK), Roosevelt Institute Campus Network (US), Pensa 2040 (IT) and
Think 2040 in US (Roosevelt Institute Campus Network, 2011).

The multidimensional approach for the identification of well-being indicators already counts some empirical
analysis, both in the economic, social and environmental fields, following the main taxonomy identified by the
Organization for Economic Cooperation and Development (OECD).

The weakness of current analysis is caused by the extreme complexity of creating a set of indicators and the time
consuming data collection, especially if you want to rely on an updated overview for empirical analysis (Fitoussi,
2013).

The framework for the measurement of the generational divide includes thoughts and reflections on the depletion
of human capital (Freeman, 1979), the scarring effects of youth unemployment (Gorlich, Stepanok, &
Al-Hussami, 2013), increasing entry wage differential (Gosling, Machin, & Meghir, 2000), decreasing of salaries
for younger cohort (Beaudry & Green, 2000) and the available stock of real productive assets (Osberg, 1997).
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A way to consider intergenerational fairness moves from studies on the impact of governmental spending
policies for growth and healthcare on future generations. In other words, this approach tries to assess the fiscal
burden that current generations are placing on future generations. The resulting models are known as
generational accounting (Auerbach, Gokhale, & Kotlikoff, 1991, 1995) and deal with deficit spending or, more
recently, with the issuing of Pensioner Bonds and with the shifting risk to future generations (Calabrese, 2009).
Generational accounting has been tested within the budget process examining the issues associated with the
long-term sustainability in some countries such as Australia since 2002 (Commonwealth Government, 2002).

Another point of view considers the impact of taxation on generational transfer to the intergenerational wealth
mobility (Gale & Slemrod, 2001; Jappelli, Padula, & Pica, 2011).

The role of young generations in the active democracy is also under broad discussion as well as the impact of
demographic change in political participation processes (Tremmel et al., 2015).

The first efforts to define a set of indicators could be considered the synthetic index of intergenerational justice,
developed to measure “intergenerational (in) justice” in societies. Four content areas are taken into consideration:
the ecological footprint, child poverty, the general government debt per person aged 0-14 and welfare states’
overall pro-elderly bias in spending (Vanhuysse, 2014).

According to this index, the USA, Japan, Italy and Greece are placed among the unfairest countries, while
Estonia and all the Nordic European countries are at the top of the rank (Vanhuysse, 2013).

The conclusion could be that, without “reforming current policy patterns” the economic and productivity growth
in the near future, “would most likely mean that a high degree of injustice will continue to be inflicted upon
currently young and future citizens” (Vanhuysse, 2014).

A remarkable contribution to this matter comes from the UNICEF child well-being Index, composed by five
domains such as material well-being, health and safety, education, behavior and risks and housing &
environment, and analyzed through 26 indicators (Unicef, 2013). Once again all northern European countries are
at the top of the rank, while at the bottom rank are placed Greece, US, Lithuania, Latvia and Romania.

However, the first pioneering attempt to measure the specific intergenerational gap has been developed in the
UK by the IF-Intergenerational Foundation (Leach & Hanton, 2013, 2014, 2015) by the Commonwealth Youth
Programme, a research coordinated by the Institute for Economics and Peace (The Commonwealth, 2013) and in
Italy by ClubdiLatina with the Generational Divide Index (ClubdiLatina, 2015).

The adopted taxonomy of IF index, since 2016, tested also at European level (Intergenerational Foundation,
2016), is composed by nine content areas: Unemployment, Housing, Pensions, Government Debt, Participation
in Democracy, Health, Income, Environmental Impact and Education. Some of the indicators compare younger
people’s living standards with the national average, some other indicators deal with the impact on future
generations.

On the one hand, the aim of the first analysis is to verify how young people are disadvantaged when compared
with the rest of society. On the other hand, the analysis on future generations deals with the impact of current
government policies on the well-being of these new coming generations. The rise of each component directly
and proportionally can influence the index.

IF Researchers excluded the effect of inflation by using Gross Domestic Product (GDP) deflator and the
population growth by looking at numbers on a per head basis.

As marked by the authors of the 2014 Report (Leach & Hanton, 2014): “A rising index puts the social contract
between the generations at risk”. According to the European Intergenerational Fairness Index 2016, Slovenia,
Estonia, Lithuania and Austria are at the top of the rank, while Greece, Italy and Romania at the bottom
(Intergenerational Foundation, 2016).

The Youth Development Index (YDI) develops five domain datasets such as Education (providing meals for a
year of schooling, public spending in education as % of GDP and Youth literacy); Health and Well-being (Youth
mortality rate, Use of Cannabis, Teenage pregnancy rate, HIV rate, use of tobacco); Civic Participation (youth
volunteering, youth solidarity); Political Participation (youth policies and representation, voter education,
express political views) and Employment youth unemployment, youth employment ratio. The YDI index (from 0
to 1pt) is currently applied to 170 countries. Australia and Canada are at the top of the world rankings; the
Netherlands and Germany at the top of the European Union rankings. UK scores 0,77 (ranking sixth in EU28),
while Italy scores 0,70 (ranking 21th in EU2S).
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This latter research also points out some interesting internal correlation among indicators such as Education
outcomes and life expectancy and external correlation such as Education and gender equality (The
Commonwealth, 2013).

The main purpose, however, is not to compare countries’ youth unfairness but to measure the generational divide,
i.e., the relevance of material and immaterial barriers affecting the sound development of young individuals and
the relevance of generational discrimination in the country.

The first arising question is how we can define human capital components although it is not so important to
quantify the stock of human capital but instead the decreasing quality. In other words, the focus should be on the
definition of human “abilities”, i.e., the basic condition allowing individuals to dispose of their own capital.

For our scopes, these abilities could be summarized in three main components: knowledge, mobility and access
to services. Thanks to a broad and open knowledge, individuals can acquire and exchange information; thanks to
a better mobility it is possible to reduce the time to go to school or to work and consequently the commuting
stress factors (Turcotte, 2008; Koslowsky et al., 1995; Lyons & Chatterjee, 2007; Kuennen, 2012) and to better
health (Hennessy, 2008) and productivity (Kluger, 1998). Thanks to access to financial and training services, it is
possible to invest in an individual’s own personal or professional project and vocation.

The outcoming consequence of this approach is the introduction of new areas in the proposed new taxonomy for
the Generational Divide Index (from now simply GDI) composed by 12 domains and 27 indicators
(ClubdiLatina, 2015). The new index instead of intergenerational fairness or generational gap focuses on
generational divide. The economic and cultural divide between the wealthy baby boomer generation and the
disillusionment of the generation that now faces the labour market (Monti, 2016).

As far as a better knowledge is concerned, the new set includes indicators such as digital infrastructure for
customers, digital interaction with government at central and local levels and E-Gov Use (Monti, Pepe, &
Rizzuti, 2015). As far as mobility is concerned, the new proposed indicators are: time spent getting to school and
time spent going to work. Finally, the area of credit could be measured by two indicators; the first one considers
the general credit crunch generated by the current crisis; the second one is the major effects of the credit crunch
on younger generations.

This dataset has been applied to the Italian case, considering the institutional sources and the availability of
relevant historical data series. The new dataset comes from open and official sources. The data series goes back
in time as much as possible to have a historical trend of the selected indicators. The same GDI dataset could be
applied to other countries with minor changes if all the historical series are available.

In the following chapter there is a brief description of indicators and sources applied to define the GDI for the
case study (Fondazione Bruno Visentini, 2017).

Then, the conduct of each indicator or sub indicator is taken into account at this stage. The pattern followed by the
GDI is that increases in its values represent a worsening of the situation for young people, and so the generational
divide widens. With regard to the indicators, for which the lower the value of the indicator, the less the perceived
level of generation gap, all the ratios are inverted. For example if the indicator value is 200 the reverse is
50=[1/(200/100)]* 100. This is done for three sub-indicators: 2C-House Building, 5C-Age of parliamentarians and
9A-Level of Spent on Education. Where an indicator contains two or more sub-indicators the un-weighted
arithmetic average of the relevant fixed base indicator has been used. Therefore, the final GDI shows the change
forward in time and backward in time taking the figure of 100 in the year 2004 as a starting base.

2. Method
2.1 Unemployment

The content area Unemployment deals with Youth Unemployment indicator and with NEET indicator. The
resulting ratio of youth unemployment monitors the proportion of the unemployed aged 15-24 cohort divided by
the Italian average of unemployment. An increase in the ratio shows a widening of the generation gap. All data
comes from Eurostat and the unemployment rate is obtained as a percentage ratio of the population over 15 years
old looking for employment. The labour force is given by the sum of people in employment and people seeking
employment. The definition of a person seeking employment refers to the concept of actively seeking work, i.c.,
having performed at least one job-seeking action of a given type in the four weeks preceding the one to which
the information gathered during the interview refers and being available to work in the two weeks that follow.

The indicator dealing with young people neither in employment nor in education and training (NEET)
corresponds to the percentage of the population aged 20-34 who is neither employed nor involved in further

153



res.ccsenet.org Review of European Studies Vol. 9, No. 3; 2017

education or training. The ratio expresses the percentage of NEET as a proportion of the total population aged
20-34, considered the most relevant for the test. An increase in the percentage shows a worsening of the situation.
The definition of young within a specific age range may vary in accordance with the sociocultural changes in
society (Gallo, 2012). Indeed, in many researches on the Italian situation, the category of young people is
extended until 34 years old in order to accurately grasp the transition from youth to adulthood (Cavalli, 2002).

2.2 Housing

The content Area Housing regards House affordability, Housing costs and House buildings. The first indicator
assesses if housing is deemed affordable to young people with a median income. A low ratio indicates a good
degree of affordability. The ratio compares the median levels of income among those aged 16-24 to the average
house price values. The Income data come from Eurostat and includes: all income from work, private income
from investment and property, transfer between households and all social transfers received in cash. Disposable
income calculated by Eurostat excludes: imputed rent (i.e., money that one saves on full market rent by living in
one’s own accommodation or in accommodation rented at a price lower than the market rent) and non-monetary
income components, in particular value of goods produced for own consumption, social transfers in kind and
non-cash employee income except company cars. The house price results from calculations based on data
coming from Agenzia delle Entrate (Income Revenue Authority) and the residential property price index from
ECB.

The second indicator assesses the proportion of disposable income, spent yearly on housing costs. A deduction
of the housing costs from income, measures how much is left to individuals. As a result, the increase in the ratio
shows a reduction of disposable income available to young people. The housing costs include expense for
housing (rent, imputed rent, water and condominium expenditures, ordinary maintenance, extraordinary
maintenance); fuel and energy (electricity, gas, central heating); furnishings, households equipment and services
(furniture, furnishing articles, household textiles, cleaning products, household utensils, paper napkins and dishes
and aluminum containers, laundry, domestic service, repair of furnishing and household equipment). The ratio
expresses housing costs as a proportion of disposable income of those aged 16-24. The income data comes from
Eurostat, while information on household expenditures comes from ISTAT. According to ISTAT standard
requirement, a group of people living in the same house related or connected by marriage, kinship, affinity,
adoption, guardianship or sentiment, is referred to as Household.

The third indicator shows the level of house building compared to the need for new homes. The ratio expresses
the numbers of building permits as a proportion of the number of households. A decrease in numbers of building
permits indicates a reduction in intergenerational fairness. This is taken into account when these data are
introduced into the index.

Differently from other indicators, a decrease in the ratio indicates a widening of the generational gap; for this
reason, it has to be adjusted.

The number of building permits issued is used to proxy the number of houses built. The ratio expresses the
numbers of building permits as a proportion of the number of households. Information on the number of building
permits issued every year comes from ISTAT. Information on the number of households in Italy comes from
Eurostat. According to Eurostat, household means a person living alone or a group of people who live together in
the same private dwelling and sharing expenditures, including the joint provision of the living essentials.
EU-SILC implementing regulation number 1983/2003 on updated definitions, defines households in terms of
sharing household expenses and (for non-permanent members) in terms of duration of stay and (for temporarily
absent members) in terms of duration of absence.

2.3 Pensions

The content area Pensions takes into account two indicators: the State pension costs and the Unfunded Public
Sector Pension Costs.

The State pension cost per working person is measured dividing the total cost of State pension by the numbers of
the Italian employed.

Pension costs are covered through the taxes paid by the currently working people.

The ratio shows the cost borne by each worker. An increase in the ratio shows a widening of the generation gap.
The State Pension Cost data come from CTS Itinerari Previdenziali, while the data on people in employment
comes from Eurostat.
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According to Eurostat, employment data comes from the number of persons employed and the number of
employees. The Community Labour Force Survey defines employment (in accordance with the International
Labour Office) as follows: persons in employment are those, aged 15 years and over and living in private
households, who during the reference week did any work for pay or profit for at least one hour, or were not
working but had jobs from which they were temporarily absent. Family workers are also included. The European
System of Accounts (ESA) defines employment as covering both employees and self-employed people, who are
engaged in some productive activity that falls within the production boundary of the system.

Employees are all persons who, by agreement, work for another resident institutional unit and receive a
remuneration. An employer-employee relationship exists when there is an agreement, either formal or informal,
between an enterprise and a person, normally entered into voluntarily by both parties, whereby the person works
for the enterprise in return for remuneration in cash or in kind. Self-employed persons include the following
categories: unpaid family workers, outworkers and workers engaged in production undertaken entirely for their
own final consumption or for their own formation, either individually or collectively (Eurostat, 2013).

The unfunded liability of the public sector pension cost represents the benefits paid out by the government that
are not offset by contributions, values of assets, savings or investments. The ratio divides the total cost of the
unfunded liabilities of pensions cost by the numbers of the Italian workforce. It shows the extent of the debt per
worker with regard to pensions. An increase in the ratio shows a widening of the generation gap. The bigger the
unfunded pension costs the wider the generation gap.

2.4 Government Debt

The content area Government Debt: the indicator is given by the general government gross debt (excluding the
unfunded liability of pensions) divided by the numbers of total employed. The ratio shows the cost borne by each
worker. An increase in the ratio shows a widening of the generation gap. The Government consolidated gross
debt data (adjusted by using unfunded pension costs) come from Eurostat and the indicator is defined as
consolidated general government gross debt at nominal (face) value, outstanding at the end of the year in the
following categories of government liabilities: currency and deposits, debt securities and loans. The general
government sector includes the following subsectors: central government, state government, local government and
social security fund.

2.5 Participation in Democracy

The content area Participation in Democracy regards the following indicators: Political confidence, Voting and
Age of parliamentarians. The first one assesses the level of confidence in political parties amongst young people
compared to the Italian average. The ratio compares the percentage of those aged 15-34 who express confidence
in political parties to the total percentage of Italians with the same characteristics. An increase in the ratio
represents a worsening of the situation for young people. The data come from the Research Institute Ipsos.

The second (voting) indicator assesses the levels of young people that did not participate in political elections.
The ratio compares the number of those aged 18-24 who did not vote in the political elections to the total number
of people aged 18-24 having the right to vote. An increase in the ratio represents a worsening of the situation.

The number of people aged 18-24 having the right to vote is obtained by subtracting the number of those having
the right to vote at the Senate (voting rights for elections to the Senate belongs to Italian over the age of 25) from
the total number of people having the right to vote at the Chamber of Deputy. The same logic is applied to
calculate the number of young people that voted and those who did not.

Finally, the Age of Parliamentarians is measured considering the proportion of parliamentarians (in the Italian
Chamber of Deputy) under 39 and over 40. This aspect affects the country life in general and the impact of
democratic processes (Tremmel et al., 2015).

Differently from other indicators, an increase in the ratio narrows the generation gap and this is taken into
account in the final index. The data derives from the Italian Chamber of Deputy website.

2.6 Health

The content area Health refers to the self-perceived health of young people and the hospital days of under 34 in-
patients. The ratio of the first indicator shows people aged 16-29 with a bad and very bad self-perceived health
status of the total cohort. An increase in the percentage represents a worsening of the situation for young people.
The absolute values reported on the line graph are obtained considering those aged 16-29 years with a bad and
very bad self-perceived health status on the total population aged from 16 to 29. Information on the
self-perceived health of young people comes from Eurostat surveys on how a person perceives his/her health in
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general using one of the answer categories very good/good/fair/bad/very bad. Individuals aged from 16 to 29
years old living in private households are considered as statistical units.

The second indicator assesses the hospital days of in-patients considered as bed-days for all causes of disease.
The aim is to assess the usage of health service among younger people compared to adult people. The ratio is
calculated dividing the percentage of those aged over 35 to the percentage of those aged under 34. An increase
implies a widening of the generation gap. All data come from Eurostat. In-patient is defined as a patient who is
formally admitted (or “hospitalised”) to an institution for treatment and/or care and stays for a minimum of one
night or more than 24 hours in the hospital or other institution providing in-patient care.

2.7 Income & Wealth

The content area /ncome & Wealth takes into account two indicators: Income and Wealth. The income indicator
compares the median income levels amongst young people aged 16-24 to the average of entire population
(amongst those in employment). The ratio shows the relationship between median income of adults and median
income of young people. An increase in the ratio shows a larger difference between young people and adult
people median income. All data come from Eurostat and the disposable income includes: all income from work
(employee wages and self-employment earning); private income from investment and property; transfers
between households, all social transfers received in cash including old-age pensions. Some of the income
components, Imputed rent, Interest paid on mortgage, employer’s social insurance contributions are mandatory
only since 2007. Since then, all countries have been supplying gross income information. The current definition of
total household disposable income used for the calculation of EU-SILC based indicators excludes: imputed rent
and non-monetary income components, in particular value of goods produced for own consumption, social
transfers in kind and non-cash employee income except company cars.

The net household wealth represents the sum of the real assets (real estate, businesses and valuables) and
financial assets (deposits, bonds, shares, etc.), less the financial liabilities (mortgages and other debts). The
Wealth indicator compares the median wealth levels of young households (main income from family earner aged
until 35) to the median households’ wealth. Data come from the Survey on Household Income and Wealth
conducted by the Bank of Italy. Wealth is considered in terms of real estate, financial assets and liabilities.

2.8 Environment

The content area Environment measures the environment impact and CO2 emissions. The first measure describes
the environmental impact of Italian energy consumption. The graph shows the Italian greenhouse gas emissions,
weighted by global potential warming (million tonnes carbon dioxide equivalent). For the purpose of this
analysis, greenhouse gas emissions comprise carbon dioxide (CO2), nitrous oxide (N20) and methane (CH4).
An increase in the data shows a worsening of the situation. Fluorinated gasses (hydrofluorocarbons,
perfluorocarbons, and sulfur hexafluoride), which are responsible for about 2% of the EU’s greenhouse gas
emissions, are not included in this analysis. The data related to the environmental impact come from OECD
Statistics.

The CO, in Atmosphere indicator describes the impact of climate change on the world. The value measures the
CO, emission, expressed as a mole fraction in dry air, micromol/mol abbreviated as ppm. An increase in the
value represents a worsening of the situation. The data come from Mauna Loa Observatory, a premier
atmospheric research facility that has been continuously monitoring and collecting data related to atmospheric
change since 1950.

2.9 Education

The content area Education is measured by the Level of government expenditure in Education and Numbers of
early leavers. Early leavers from education and training, generally refer to people aged 18 to 24 who have
accomplished/achieved no more than a lower secondary education and are not involved in further education or
training; their number is expressed as a percentage of the total population aged 18 to 24.

The indicator of level of expenditure describes general national government expenditure on education over a
given time period. The ratio shows the Italian government expenditure as percentage of GDP (euro). Differently
from other indicators, an increase in the ratio shows an improvement of the situation for young people. This is
taken into account when the data are introduced into the final index. As far as the definition of general
government expenditure is concerned, the definition reported in Commission Regulation 1500/2000 was taken
into account. Gross Domestic Product refers to the nominal GDP, i.e., GDP at current prices.

The indicator of early leavers assesses the percentage of young people aged 18-24 who did not participate in
higher education compared to early school leavers in EU-28 countries. The resulting ratio is calculated dividing
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the percentage of Italian early school leavers by the European ones. An increase in the ratio shows a worsening
of the situation for Italian young people compared to European young people over a given time period. All data
come from Eurostat.

2.10 Credit

The area of Credit is measured in terms of general credit crunch and compares the credit of young households
with the rest of population.

The general indicator assesses the level of household debt in Italy. The resulting ratio is calculated dividing the
percentage of Italian household debt (data from OECD database) and the percentage of European housechold debt
(calculated as the unweighted average among the values of household debt in each European country). An
increase in the ratio shows a worsening of the situation in Italy. According to OECD definition, “Household
debt” is described as all liabilities that require payment or payments of interest or principal by household to the
creditor at a date or dates in the future. Consequently, all debt instruments are liabilities, but some liabilities such
as shares, equity and financial derivatives are not considered as debt. According to the 1993 System of National
Accounts, OECD considers debt as the sum of the following liability categories, whenever available/applicable
in the financial balance sheet of the households and non-profit institutions serving households sector, such as:
currency and deposits; securities other than shares, except financial derivatives; loans; insurance technical
reserves; and other accounts payable. For households, liabilities predominantly consist of loans, in particular
mortgage loans for the purchase of houses (OECD, 2014).

Household debt is measured by the OECD as a percentage of Net Disposal Income (NDI). Thus, a reduction in
the percentage can be attributed to improvements to income or to a reduction in debt, in particular consumer
credit and mortgage loans. It is the most frequently reported measure on the indebtedness of households and
intends to assess debt sustainability of the household sector. The Generation Credit Crunch assesses the
availability of loans from the bank for those aged under 35. A Credit Crunch is the reduction in the general
availability of loans or credit or a sudden tightening of the conditions required to obtain loans from the banks
(Bankpedia, 2015). The resulting ratio is calculated dividing the proportion of loans taken out by those aged over
35 by the proportion of loans taken out by those aged under 35. An increase in the ratio shows a widening of the
generation gap.

Data referring to under 35 and over 35 people access to loans come from Mutui Online, the first mortgage broker
in the Italian market and a landmark in the market of mortgages to retail consumers (Gruppo Mutui Online,
2015).

2.11 Digital Divide & Mobility

The area Digital Divide & Mobility refers to two main indicators: mobility, composed by two sub-indicators and
digital divide, composed by three other more specific sub-indicators.

The first sub indicator (mobility to school) assesses the number of young people spending at least 30 minutes to
go to school. The resulting ratio is calculated dividing the percentage of people aged 20 to 24 to those aged under
35 both spending at least 30 minutes to go to school. All the percentage values come from ISTAT database that
every year carries out a Multipurpose survey on households: “Aspects of daily life”. The sample survey “Aspects
of daily life” is part of an integrated system of social surveys-The Multipurpose Surveys on Household-and
collects fundamental information on individual and household daily life. Through questionnaires, the survey
obtains information on citizens’ habits and the problems they face in their everyday life.

Time spent to go to work ratio (second sub-indicator mobility at work) is calculated dividing the percentage of
people aged 25 to 35 to the Italian population spending at least 30 minutes to go to work. All the percentage
values come from the mentioned survey “Aspects of daily life” carried out by ISTAT.

The other main indicator, @PPR (Digital Private-Public Relations) assesses the relationship between economic
growth and e-government, thanks to three sub-indicators: the use of e-government services, private-public
interactions and digital infrastructures. The use of e-government services is composed by two sub-indicators:
satisfaction and problems in the use of e-government websites. According to the level of satisfaction and
problems a score is assigned: if the recorded value is lower than European average the score assigned is zero, if
the value is equivalent to European average or higher the score assigned is 0.5.

Digital infrastructures domain is made of three sub-indicators: LTE coverage; broadband subscription>=30
Mbps and use of internet (Monti, Pepe, & Rizzuti, 2015).
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Concerning the use of government’s online platform, according to available data, a score has been assigned in
relation to satisfaction (A1) and problem levels (A2) compared to the EU 28 average (under average=0; equal or
over average=0.5). The yearly sub-value is equal to (A1+A2)/2. Interaction with citizens is autonomously
considered in B1 as the number of connected people to public services/100.

Concerning broadband and connectivity three elements have been considered; Internet access (C3); since 2010
LTE 4™ generation coverage (C2); starting from 2011 high speed connection (C1). Therefore, starting from 2010
the sub value is equal to (C3+C2)/2. Since 2011 sub-value is equal to (C1+C2+C3)/3.

The resulting ratio is calculated dividing the EU28@PPR by Italian @PPR value.
2.12 Legality & Transparency

The last area Legality & Transparency refers to the Corruption Perception Index (CPI) the most widely used
indicator of corruption worldwide. It is a composite index developed by Transparency International that scores
and ranks countries based on how corrupt a country’s public sector is perceived to be. The CPI scores are in the
range 0 to 100 (=lowest level of perceived corruption). The resulting ratio is calculated dividing the European
CPI (as an un-weight average of all European members in each year) by the Italian CPI values. An increase in
the ratio shows a worsening of the situation.

3. Results

The multiple and synthetic GDI shows a worsening of the youth divide in Italy starting with the current
economic crisis (Figure 1a) and significant worsening during the further recession period starting from year 2010
(Figure 1b).
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Figure 1a. Generational Divide Index for Italy 2004-2012 (2004=100)
Source: Monti, L. (Ed.). (2015). Most updated analysis in Marchetti, F., & Monti, L. (Eds). (2017).
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Figure 1b. Generational Divide Index Marginal growth and trend (%)
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The least square method forecast methodology has been adopted to predict the trend of the GDI and identifies
the value of the dependent variable Y (in this case the value of the GDI in 2013) through a simple linear equation
such as:

Y=bx+a

The parameters b and a are able to minimize the sum of squared residuals between the observed value and the
hypothetical future value.

The linear equation mentioned above can be used to make a prediction of dependent variable Y value (the value
of the GDI in 2013) in correspondence with X values not observed (years 2013, 2014, etc.), by replacing X with
the values that will be necessary to predict the Y. These values correspond to the independent variable (X) and is
conventionally considered the first year (2004) equal to zero, the second year (2005) equal to 1 and so on.
Parameter b and a are calculated by those formulas

a=y-b.x

y =the average of y (GDI values)=the average of x (years) n: number of observations.

The results of 2013 have been adjusted considering the available annual dataset of some indicators. The forecast
of democracy’s indicator has been adjusted considering the exceptionality of the parliamentary age decrease
registered in the last national election day and is therefore not a relevant trend. Total results are shown above in
Figure 2a.

Figure 2a. Generational Divide Index forecast 2020

Source: Monti, L. (Ed.). (2015). Most updated analysis in Marchetti, F., & Monti, L. (Eds). (2017).

The forecasted GDI Index for the period 2013-2014 and 2015-2020 could exceed 146 and 171 points
respectively, which equates to more than 40/70% from the beginning of the current crisis. The forecast should be
considered prudential, since no other negative factors have been considered such as a new recession phase, a new
increase of the housing costs or extraordinary fiscal acts to recover the government debt or the actual welfare
system.
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Figure 2b. GDI major impact factors forecast 2

Source: Monti, L. (Ed.). (2015): 2030 forecast in Marchetti, F., & Monti, L. (Eds). (2017).
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It would be easy to state that the deterioration is simply due to a “structural” weakness and vulnerability of the
younger generations, but this is not the case. This negative trend of youth unemployment and NEETSs are not the

cause of the actual intergenerational unfairness, but one of its effects.

Coming back to 2004-2012 GDI, if we consider the single content, as shown in Figure 2b we realize that youth
unemployment has a relevant correlation with the GDI index, although with a worsening trend.

Figure 3a shows only those indicators considered mainly responsible for the worsening of GDI: Income &

wealth Housing, Pensions.
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Figure 3a. Areas of major actual worsening

Source: My elaboration on ClubdiLatina data.
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These are therefore the three area contents to be explored in order to define the real impact of the
intergenerational divide. Also the forecast confirms this conclusion, adding Unemployment (Figure 3b).
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Figure 3b. Areas of major forecasted worsening

Source: My elaboration on ClubdiLatina data.

4. Discussion and Conclusion

Since Housing, Income & Wealth and Pensions have the greatest impact on intergenerational divide in the
selected country, the focus in now on the single data and highlights indicators and sub-indicators trends. Every
turning point, i.e., a relevant inversion of the ratios’ trend, will be connected to the major reforms that occurred
in the country in the last decades and to key events within the European integration process.

4.1 Income & Wealth

Income & wealth: Figure 4 compares the median annual income of Italian people with the median annual income
of people 16-24 years old.
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Figure 4. Median annual income (euro) of Italian (blue line) compared to the median annual income of those

aged 16 to 24 (green line)
Source: Monti, L. (Ed.). (2015).
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Figure 5. Resulting ratio describing the difference among the median income level of the population and the

median income of young people (median income of all divided by that of those aged 16-24)

Source: Monti, L. (Ed.). (2015).

Through an analysis of the 16-24 cohort annual revenue, the turning point is 2009. After a positive trend from this
year, the curve is in stable decline except for an interruption in 2012 and a negative peak in 2013 (-2.26%).

The long-term worsening situation of young income, however, could be registered since the beginning of the
nineties and it is mainly the result of the introduction of a dual labor market opening a gap between old workers
and new entrants (Rosolia & Torrini, 2007).

Because of these amendments the youth situation became more flexible (Salvini & Ferro, 2005) and less secure.
This resulted in young workers having less guarantees and earning less than the older generations with the high
style contracts, advantages and rights.

The financial and economic crisis together with the rising labor tax, incentivised companies to employ cheaper
young workers with the mentioned new form of contracts with evident negatives consequences in terms of
efficiency and professional competence (Cnel, 2013).

Dealing with wealth, the comparison is between annual median young households’ wealth and the net family
wealth as described in Figure 6.
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Figure 6. Median annual wealth (euro) of total Italian households (blue line) compared to the annual median

young households wealth (green line)

Source: Monti, L. (Ed.). (2015).
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Figure 7. Resulting ratio of young households wealth-Median annual wealth of total Italian households divided

by the annual median young households’ wealth

Source: Monti, L. (Ed.). (2015).

According to the Survey of Household Income and Wealth by the Bank of Italy in 2012, net total wealth fell
2.9% in real terms compared with the previous year reaching 143,301 euro as absolute value.

This fall can be attributed in large part to the drop-in value of the real estate. Indeed in 2012, economic
difficulties faced by families, especially by the younger ones, worsened (see increasing ratio in Figure 8): the fall
in real disposable income and in real net total wealth led to a decrease in consumer spending and an increase in
poverty. Over 35 years old households wealth records a more positive long-run trend than young households
wealth. Annual wealth of total households grew by almost 30 percent in real terms, between 1991 and 2012,
mainly due to the growth of value of the property. According to “Report on Equitable and Sustainable
Wellbeing” (BES 2014). Italy continues to have one of the highest net real wealth figures compared with the
other European countries, largely a consequence of widespread home ownership. However, the intensity and
duration of the economic crisis has both reduced the value of this wealth and also increased economic inequality,
poverty and material deprivation.

The median wealth of households whose head aged over 64 increased by about 38 points compared with the
overall median. During the same period, younger families showed instead a strong worsening of their relative
position and this is not so surprising. The older generation having more stable and often profitable jobs than the
younger generation, were able to save their own money and buy, when possible, a house which represented a
huge part of their wealth. The worsening is/was determined also by the negative impact of properties
depreciation, in some cases leading to a negative net wealth: i.e., the value of the property is less than the
nominal residual loan (Willetts, 2010).

Finally, we can observe the following aggregate increase of the Income & wealth indicators, confirming the
negative forecast presented in chapter 2.
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Figure 8. Income & wealth ratio variations

Source.: Monti, L. (Ed.). (2015).

4.2 Housing

The Housing area refers to Affordability, housing cost and house building. The ratio of housing costs compares
the median levels of income among those aged 16-24 to housing price in Italy, as shown in Figure 9.

Figure 9. Median annual incomes of those aged 16 to 24 (blue line) compared to median house prices (green
line). Euro

Source: Monti, L. (Ed.). (2015).
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Figure 10. Resulting ratio of house price affordability-ratio of median house prices to median annual income of

those aged 16-24
Source: Monti, L. (Ed.). (2015).

The housing price strongly depends on housing demand. In fact, the high number of transactions is the main
cause of the house price boom. An increase in the total disposable income accounted for the rise in the housing
demand (Bank of Italy, 2013). The demand has been fostered by a decline in borrowing rates (Baldini, 2010).

In 2008, the house price reached its historical peak. Since then the ratio of affordability declined as a result of a
sharp drop in the housing price. The housing price dropped principally due to a contraction in housing demand
during the time of economic crisis. Houses started to be “un-affordable” in comparison to the median income
(Bank of Italy, 2009). The financial crisis triggered a process of banks’ deleveraging, and as a consequence, the
cost of credit increased together with the tightening of the conditions required to obtain a mortgage loan. There
has been a reduction in the availability of loans to households. The credit crunch, as shown by indicator 11, was
especially strong for young people. The credit crunch significantly affected the reduction in the demand for
housing so the price dropped.

The year 2011 represents another turning point because after a small decrease of the housing affordability in
2009 and 2010 it increased again. It is due to the negative trend of young people’s disposable income that since
2010 the housing price has started to decrease, as shown in previous paragraphs.

The ratio of housing costs (Figure 12) considers the average housing expenditure as a proportion of the median
annual income of young people (Figure 11). The housing costs included expenses for housing; fuel and energy;
furnishings, households equipment and services. Once the proportion of income necessary to cover the housing
cost is calculated, it is possible to discern how much is left to individuals.
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Figure 11. Housing costs (blue line) and disposable income of those aged 16-24 (green line)-Euro

Source: Monti, L. (Ed.). (2015).
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Figure 12. Housing costs as a proportion of disposable income
Source: Monti, L. (Ed.). (2015).

Many authors suggest that there should be a deduction of housing costs from income to calculate the individuals’
well-being and their living standards (Raitano, 2013). To measure the disposable income of young people after
deducting housing costs is the aim of this indicator.

As shown in Figure 12, from 2004 to 2005 the ratio decreased, but in 2006 it increased, again. A similar increase
reflected a growth in housing costs, which in 2006 rose by 3%. In the same year, the component of housing costs
that grew the most was the expenditures for fuel and gas, which from 2004 to 2006 grew by 11%. According to
the analysis of Federconsumatori in 20006, the bills paid by households in the same year were the most expensive,
compared with the 10 previous years (Federconsumatori, 2008). The rising price of oil was identified as the
cause.

The strong dependence on energy imports makes Italian bills quite vulnerable to fluctuations of fossil fuel costs
such as oil price (Legambiente, 2012). To compound matters, in 2006, the disposable income did not increase,
which contributed to the ratio’s increase.

In 2007 the ratio decreased reflecting an increase in income. At the same time, the furnishings, households’
equipment and service expenses kept falling as in the previous years; and the fuel and energy expenses in 2007
dropped noticeably. Indeed, the periodic update of electricity and gas fees, provided a reduction in electricity and
gas costs. The inter-ministerial decree of December 2007 provided a “bonus” for bills (Ministero dello Sviluppo
Economico, 2007).

In the following year, the expense for fuel and electricity rose by another 13%, due to the impact of fossil fuels.
Despite such a discernible increase in one item of expenditure that composes the total housing costs, in 2008 the
ratio results were positive. The ratio improves because the housing costs rate slowed down. Compared to other
years, 2009 is identified as the year in which the housing costs impacted less on income. It is marked as a turning
point because since then, the ratio started to increase again. In 2011 the ratio reached one of its worse values,
with only 18.4% of income left to expenditure different from housing costs. The increase in the ratio accounts
for a drop in the young disposable income starting a new negative trend with 2012 as an exception. This latter
year reflects the negative trend registered for the first time in housing costs. There was an increase in fuel and
energy expenditure, but for the first time housing expenditure was negative. Due to the low purchasing power of
individuals and the high offer of houses for rent, the rental amount decreased further (Tecnocasa, 2013). Indeed,
another Tecnocasa’s survey shows that 41,9% of those whom are looking for renting a house are 18-34 years old
(Tecnocasa, 2012).

Moreover, the furnishings, households equipment and services’ expenditure, that since 2004 had been constantly
decreasing, from 2011 to 2012 remarkably contracted by 9%, contributing to the housing costs decrement. The
poor quality of furniture which equipped the houses for rent appears to be another element that influenced the
decrease in the real amount required by landlord (Tecnocasa, 2013).

The last sub indicator compares the number of building permissions to the number of households. Building
permits indicate the evolution in the number of dwellings used for residential purposes (Figure 13).
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Figure 13. Number of building permits in Italy (blue line) as a proportion of the number of households (green

line)

Source: Monti, L. (Ed.). (2015).
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Figure 14. Number of houses built as a proportion of the n. of Households

Source: Monti, L. (Ed.). (2015).

The rate of population growth remained quite stable while the number of building permissions from 2001 to
2004 increased significantly causing an increase in the ratio. The high number of permissions issued in 2004 was
the result of a dynamic housing market. In fact, as explained before, since 2000 the housing demand was high
and 2004 is marked as a positive milestone also in the housing affordability.

The drop reflects a reduction in the number of building permissions issued. Indeed, in these years the housing
demand and the number of transactions began to deteriorate due to an increase in housing price (Bank of Italy,
2009). The reduction in number of building permits reflected also a contraction in 2004 of public investment in
the sector due to fiscal consolidation (Banca d’Italia, 2013).

From 2007 to 2008, the house-building rate decreased by 25% and from 2008 to 2009 by 27%. This dramatic
drop accounted for the high number of unsold homes during the crisis (Finizio, 2014; Banca d’Italia, 2009), that
increased the risk of bankruptcy for construction companies (Banca d’Italia, 2013). Consequently, a reduction in
house prices further discouraged firms to build new premises (Nobili & Zollino, 2012).

Moreover, the financial crisis led to a process of banks’ deleveraging and a consequent increase in the cost for
loans granted to construction firms (Banca d’Italia, 2009). Loans are a crucial ingredient of housing supply, to
the extent that investment plans are heavily dependent on bank credit (Nobili & Zollino, 2012).
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In these last years, the negative trend remains unchanged. In 2012, the building permits were reduced by 27%
signalling another negative milestone. Beyond the economic crisis and its impact on all aspects of the housing
market, the drop in the building permits is also due to the number of administrative permits, time and the costs
(Finizio, 2014a). According to the report of the World Bank that assesses the ease of doing business, as for
construction permits Italy ranked 122 out of 189 countries, with an average of 233 days necessary to obtain a
permit (The World Bank Group Corporate Flagship, 2014). Finally, we can register the following aggregate
increase of Housing indicators (Figure 15).
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Figure 15. Housing percentage variation
Source: Monti, L. (Ed.). (2015).

4.3 Pensions

The area of Pensions data analysis assesses the changing cost of the state pension in relation to the size of the
Italian workforce. The reference to the employed is done to link expenses and real direct contribution to the
system by employees and companies.
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Figure 16. Italian employed workforce (blue line) compared to total cost of state pension (green line-million
euro)

Source: Monti, L. (Ed.) (2015).
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As Figure 16 clearly illustrates, pension costs constantly increased, while from 2009 the workforce started to
decrease.

In the first half of the 1990s the cost of pensions per person grew noticeably. Due to the economic recession in
1992 and 1993, the workforce decreased, and this caused an increase in the ratio because the workforce bearing
the pension cost decreased as well. The increase for pensions expenditure was extremely high until 1997. In
order to contain the trend a number of reforms were adopted and as a result, the pensions were now linked to the
effective contribution paid by workers (Williamson, 2004).

The new system established the equivalence between the contributions paid and the benefits received. However,
the new pension scheme was implemented gradually depending on the years of service accumulated since 1995
(Sartor, 2001). This increases the intergenerational inequity and assures wealth transfer in favour of the
generation that could still benefit from the previous system.

Due to this very long transitional period, the implementation of the reform was, and still is, extremely gradual
(Brugiavini & Peracchi, 2007). Beyond the rules for benefit computation, the reforms tackled with indexation
rules, retirement age and eligibility criteria.

The law no. 449/1997, undertaken by the government of the Prime Minister Prodi, tried to accelerate the
measures and targets implemented by reforms from 1992 till 1995 (Mayr, 2013). The only year in which the cost
per person slightly reduced was 1998, in fact it passed from 5.895 euro per capita in 1997 to 5.835 euro per
capita in 1998.

At the beginning of 2000, the ratio representing pension costs per person kept increasing but at lower rate when
compared to the 1990s. This accounts for an improvement in the numbers of the workforce, yet it is important to
underline that pension costs were growing at lower rates. The number and the value of pensions emitted
decreased (Itinerari Previdenziali, 2014). The number of beneficiaries went down thanks to the increase both in
age and in the number of years’ service required to retire. As a matter of fact in 2011 the expenditure for
pensions grew at a lower rate.

Finally the Law no. 214/2011 (so called Fornero Reform), further increased the required age for old age
pensions. The age increased from 65 to 66 for all workers (from 60 to 62 for women working in the private
sector) and the aim was to align the retirement age of women to those of men in 2018. Moreover, the minimum
number of contributory years, necessary to be entitled to old age pension, increased from 5 to 20 (Jessoula,
2013).

Seniority pensions, allowing retirement prior to reaching pensionable age, were abolished. The possibility of
early retirement is possible only under specific rules. Moreover, in order to contain pensions’ expenditure the
reform suspended indexation of pensions above 1,400 Euros/month gross in 2012-2013.

If the expenditure trend was constantly raising up, the number of workers stopped increasing at the beginning of
the crisis, as clearly shown in Figure 17. The pro capita costs consequently worsened in the period 2007-2012
from 7,415 to 9,416 (Figure 17).
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Figure 17. State pension costs per working person (in euro)
Source: Monti, L. (Ed.). (2015).
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Considering the unfunded pensions cost, Figure 18 clearly indicates that the deficit rose sharply until 1995. The
generosity of the public pension in those years was due to the possibility of early retirement, and the use of
anticipated pensions as a social safety net (Sartor, 2001). Simultaneously, the recession in the years 1992-1993
contracted the numbers of the work force, and the ratio reached its highest value in 1995.
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Figure 18. Cost of unfunded liabilities (blue line) of Italian Public Sector Pensions (million) vs thousands

workforce (green line)

Source: Monti, L. (Ed.). (2015).
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Figure 19. Resulting liability for unfunded liabilities of Italian Public Sector Pension Costs per capita in the

workforce (euro/person)

Source: Monti, L. (Ed.). (2015).

The year 1996 is marked as the turning point because since then the unfunded pension liability per person in the
work force started to decrease. It accounts for a reduction in the pension expenditure due to the strong decrease
in the number of pensions granted and for the variation of their amount. Yet, in the following years, an increase
in the contributions is registered. It is due to both an increase in the employment rate since 1996 and an increase
in the rate of taxation, as established by the above mentioned reforms. Additionally, a switch from wage to price
indexation for pensions was established.

At the beginning of the millennium, pro capita costs start to rise again. The progressively aging population is one
of the main reasons why current pension system is no longer sustainable (European Commission, 2012).

The number of retirements for baby boomers is increasing while the working population begins to decrease. This
process largely contributes to the disequilibrium between contribution and benefits.

The increasing rate of employment and cuts in the number of pensions, leads to a consistent reduction the gap
between contributions and benefits (Itinerari Previdenziali, 2014). Indeed, in 2008 the unfunded pensions
liability per person in the workforce arrived at 87 euro per person (Figure 20).

After 2009, which represented a real turning point, the ratio started rising dramatically. Due to the effect of the
crisis, the gap between contributes and benefits widened significantly. As a consequence of the sovereign debt
crisis since the mid-2010, all reforms adopted after 2008 aimed at dealing with public pension expenditure
(Jessoula, 2013). The reforms, part of the austerity package, were aimed at further reducing the expenditure in
the short-medium term, and to shorten the transition period to the rules introduced in the 90s. Moreover, because
of these austerity policies, taxes increased. However, the economic and financial crisis of 2008, strongly affected
the rate of employment, and despite the increase in tax contributions, the unfunded liability increased
dramatically. As a result, in 2013 the unfunded pension liability reached 904 euro per person in the workforce,
close to the 1994 peak.

Finally, there are the variations of the Pension aggregate indicator, confirming the deterioration over the last
period.
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Figure 20. Variations of the aggregate indicator of Pensions

Source: Monti, L. (Ed.). (2015).

4.4 Final Remarks

The results of this pilot application of GDI are that there is a certain relation between some of these milestones
and negative trends or, in some cases, the total irrelevancy of macroeconomic policies adopted by the
government of the selected country such as labour reform and pension reform.

Data analysis of the three major causes for the worsening of GDI allow me to say that any soft and occasional
reforms do not help in solving the worsening of generational divide and that every new action to fight youth
discrimination must consider a realistic timing and a multidimensional and integrated approach.

Another conclusion is that a specific and targeted intervention on youth unemployment, following the European
model of Youth Guarantee, risks having a minor impact on the generational divide if not integrated within a
favourable macroeconomic trend or within a whole intergenerational sustainable policy.

In other words, the GDI test on the selected country clearly demonstrates that a standing alone labour reform or a
single incentive for a start-ups and entrepreneurship, will not be the milestone able to stop the worsening of
generational divide and stop the youth discrimination in labour market, in the credit market and housing.

The suggestion is therefore to introduce a model of policy evaluation, such as the proposed GDI index, which is
able to define the generational impact on young generation, remove the negative generational impact of certain
politics, promote and monitor a sound youth strategy, to help prevent new future breaks of the intergenerational
contract.
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