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This research examines poverty among young people aged 16 to 29, across 13
countries of the pre-enlargement European Union. Although young adulthood is
known to be a time of uncertainty and vulnerability, there has been little research
into the incidence of poverty among young people. This report aims to fill this
knowledge gap.

More life-changing transitions occur during the young adult years than at any
other time in people’s lives. This research looks at how these affect young
people’s risks of poverty, including events such as:

B |eaving the parental home

B setting up home with a partner

B finishing education

B finding (or not finding) a job, and

W starting a family.

The research compares young people’s experiences of poverty in the UK with
those of peers in twelve other European countries. The authors identify those

policies which best protect young people against poverty, and make a set of
policy recommendations for the UK.
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Summary

Background

Young adulthood is a stage of life where individuals embark on a number of wide-
ranging changes (leaving home, finding a job, setting up home with a partner and
becoming parents). Many of these changes are potentially risky and stressful.
Several areas of risk are relatively well documented as they relate to young people,
but very little has been written to date about the economic stresses which young
people face, and the associated risks of poverty and deprivation. The research in
this report seeks to fill this gap in the literature by documenting the extent of poverty
among young people across the pre-enlargement European Union, and analysing
which young people are particularly at risk.

This report takes a comparative approach, studying cross-national differences in

the incidence of poverty and deprivation. By taking this approach, we are able to
assess how young people in the UK fare compared with their European peers; to ask
whether certain policy regimes do better than others at keeping young people out of
poverty; and to assess whether there are lessons for UK policy makers.

Our analysis takes a relatively broad definition of ‘youth’, covering young people aged
16—-29; however, we often focus on smaller subgroups within this age range when it is
appropriate to do so.

Data

All the analysis in this report is based on data from the European Community
Household Panel (ECHP), a set of comparable large-scale longitudinal studies set
up and funded by the European Union. The first wave of the ECHP was collected in
1994 for the original countries in the survey: Germany, Denmark, the Netherlands,
Belgium, Luxembourg, France, the UK, Ireland, Italy, Greece, Spain and Portugal.
Three countries were late joiners to the project: Austria joined in 1995, Finland in
1996 and Sweden in 1997; the final wave of the ECHP was collected in 2001. More
information about the ECHP may be found in Chapter 2 of the report.
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Key concepts

This study focuses on three aspects of disadvantage.

Income poverty is a standard measure of poverty, defined as living in a household
where the income (adjusted for household size) is lower than 60 per cent of median
(average) household income in the country in which one lives.

Monetary deprivation is also based on income but, whereas poverty is a
dichotomous variable (one is either poor or not poor), monetary deprivation is a
continuous measure, ranging from the value 1 for those at the very top of the income
distribution, down to O for those at the bottom.

Non-monetary deprivation is an index generated from 24 separate variables falling
into five categories: the inability to afford the basic requirements of life; the inability
to afford a range of consumer durables; the lack of certain domestic facilities; other
problems with one’s home; and problems with the neighbourhood in which one lives.

These indices are described in more detail in Chapter 3 of the report.

Overview of youth poverty in Europe

In Chapter 4, we measure the extent of youth poverty across 13 countries, broken
down by age, family structure and employment status.

We show that youth poverty rates vary greatly across Europe: among the 20-24 age
group, they vary from 8 per cent in Austria to 30 per cent in Finland.

Although in most countries young people are at higher risk of poverty than the
population as a whole, this is not universally true: in Austria young people face a
lower risk of poverty than the population in general, and young people also fare
relatively well in Germany and Belgium. We attribute part of the success of Austria
and Germany to their comprehensive systems of apprenticeships for young adults,
which provide moderate incomes to young people as well as training opportunities.

The highest risk of youth poverty is found in Italy (where poverty rates are high
across all age groups); but also in the Scandinavian countries and the Netherlands
(where poverty rates among other age groups are extremely low). We attribute the
very high youth poverty rates in this ‘social democratic’ group of countries to the very

Xi
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young age at which people leave the parental home in these countries; we return to
this theme repeatedly during this report.

In the UK, youth poverty rates are fairly high, standing at 20 per cent for those aged
20-24: again, this appears to be associated with relatively early home-leaving in this
country.

How long do people stay poor? Poverty persistence and
poverty recurrence

In Chapter 6, we ask how long young people who have become poor are likely to
stay poor. Across Europe, between 60 and 70 per cent of young people who are poor
in one year will remain poor until the next year; this measure of poverty persistence
does not vary a great deal between countries or by age group. Looking at poverty
persistence in the longer term, young ltalians fare worst: in the 16—19 age group,
over two in five of those who are poor in one year will still be poor two years later,
and almost one in five will still be poor four years later. Long-term poverty is also

a concern in the UK, particularly among the older age group: of those aged 25-29
who are experiencing a spell of poverty, 73 per cent (almost three-quarters) will still
be poor next year, while 16 per cent (almost one in six) will remain poor every single
year for the next four years.

As an alternative definition of poverty persistence, we define the poverty ‘hit rate’ —
the proportion of years in which a young person is poor, ranging from 0 (never poor)
to 100 per cent (constantly poor). Austria does particularly well on this measure, with
the highest percentage of young people in the ‘never poor’ category, and the lowest
number in the ‘constantly poor’ category. ltaly does the worst, with around one in ten
young people classified as ‘constantly poor’; Finland does very nearly as badly.

What factors are associated with being poor?

In Chapter 6, we identify four factors associated with poverty and deprivation: living
away from the parental home; living alone; having children; and not having a job.

All these factors have an effect but, in all countries except for the southern European
countries plus Ireland, the picture is dominated by living away from the parental
home. In the UK and France, plus the ‘social democratic’ countries, leaving home

is associated with a hugely elevated risk of poverty, while in Germany, Austria and
Belgium, the associated risk is more modest, but still outweighs all the other factors.

Xii
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Being married or cohabiting tends to reduce the risks of poverty and deprivation,
while having children is usually associated with a modestly increased risk.
Interestingly, there is no extra risk associated with having children in the
Scandinavian countries; the extra risk of poverty associated with having children is at
its highest in the UK, at 10 percentage points.

While one might expect employment to play a highly significant role in keeping
young people out of poverty, our research shows that, in most countries, this role is
very modest — particularly in relation to the family-based factors discussed above.
One explanation for this may be that youth wages are relatively low; an alternative
explanation, which we explore in the following chapter, may be that the crucial factor
is not whether one has a job, but whether one is able to hold a job for a reasonable
length of time.

Entering and exiting poverty

In Chapter 7, we examine the role of the same four factors as before: living away
from the parental home; living alone; having children; and not having a job. However,
we extend the analysis to look at how these factors change: for example, what
happens not just when one lives away from home, but in the year when one moves?

As before, we find that the most important factor is whether or not one lives with
one’s parents: in all countries except for Southern Europe and Ireland, this single
factor outweighs all the other factors. In addition, we find that, in many countries
(including the UK), there is a sizeable extra risk of poverty associated with having left
home in the past year. It is very clear that young people are particularly vulnerable to
poverty in the first year of leaving home, and we feel there may therefore be a case
for directing economic support towards young people at this time.

As before, we find that being married or cohabiting reduces the deleterious effect of
living away from the parental home: however, possibly because of costs associated
with setting up a shared home, this effect is not manifested in the first year of the
relationship, which again underlines the case for support at this time.

Finally in this chapter, we examine the effects of having a job and keeping a job. We
find that, in most countries, it takes more than one year for the effects of employment
to be realised: in other words, having a job does play a role in keeping young

people out of poverty, but only in the longer term — in the shorter term, employment
seems to have very little effect at protecting young people from poverty. This has

Xiii
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clear implications for social policy: job creation schemes for young people must
be formulated with the longer term in mind, and their success must be measured
against a time frame of one year or more.

Does leaving home make you poor?

In many places, this report has highlighted the enormous increase in economic risks
associated with leaving home. However, the analysis in other chapters does not allow
us to say for certain whether leaving home ‘causes’ young people to be poor, since it
may be that young people who were at higher risk of being poor anyway are the ones
who leave home earlier. In Chapter 8, we use an analytical tool known as Propensity
Score Matching to deal with this problem and to attempt to establish whether there
really is a causal effect for leaving home. We find that there is a causal effect: if
anything, the analysis in the previous sections slightly underestimates the effect of
leaving home on youth poverty.

Conclusions

We identify four areas for policymakers to consider:

1 Leaving home is associated with a hugely increased risk of poverty, particularly
in the first year. There may be a case for providing financial support for young
people at this time.

2 Having a job is associated with a reduced risk of poverty for young people, but
only if the job is held for longer than a year. Thus, employment schemes targeted
at young people should aim to provide jobs for a year at least; and the success of
such schemes should be evaluated over a time scale of at least one year.

3 Parenthood among young people in the UK is associated with the highest level of
disadvantage anywhere in Europe, while the Scandinavian countries demonstrate
that there need not be any disadvantage associated with parenthood.

4 As well as providing comprehensive and good-quality vocational training, the
apprenticeship systems which operate in Austria and Germany appear to play a
successful role in keeping young people out of poverty. This may be an important
factor for those involved in considering the role of vocational training in the UK.

Xiv



1 Introduction

This study focuses on poverty among young people in the pre-enlargement
European Union. We examine the incidence of poverty among those aged 16-29
(focusing at times on smaller subgroups within this age range) and how this
incidence varies between countries. We also investigate the characteristics and

life events which are associated with poverty, how the effects of these factors vary
between countries, and whether these comparisons highlight areas of interest for UK
policy makers.

Over the last decade, a considerable amount of research has focused on the
transition to adulthood, which may best be understood as the combination of many
different transitions: completing one’s education, finding a job (and, in time, a stable
and well-paid job), moving out of the parental home, moving in with a partner, and
perhaps starting a family.

In the 1950s and the decades immediately following, the transition to adulthood
tended to occur in a reasonably ordered and predictable fashion, with all the
constituent transitions taking place over the space of only a few years. However, the
last decades of the twentieth century and the start of the twenty-first century have
seen the transition to adulthood in many countries becoming more complex and
protracted — often in ways which leave young people particularly vulnerable. With
increasing levels of participation in higher education, young people are spending
longer dependent on the state or their families for financial support, and without
earned incomes of their own. Additionally, changes to youth labour markets over
recent decades mean that, when young people do enter the labour market, they may
spend considerable periods without a job (Hammer, 2003; Russell and O’Connell,
2001) or in low-waged or insecure employment. Young people are also vulnerable in
other areas, being more likely than those in other age groups to experience problems
with housing (Rugg, 1999), drug abuse (Boys et al., 2001), and mental health
problems (Shucksmith and Spratt, 2002). The mid-to-late teens and early twenties
are also the years in which individuals are most likely to commit crimes and be
incarcerated (Hansen, 2003).

That young adulthood is a time of heightened vulnerability in many dimensions is
beyond doubt. However, whereas a great deal of research exists into several of these
dimensions, very little has been written to date on how the often precarious situation
of young people maps onto their economic situation, and the degree of poverty they
experience. This lack of research on poverty among young people is particularly
striking when viewed against the relatively large body of research on poverty among
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other age groups at high risk — particularly children, among whom poverty, and the
later effects of poverty, have been comprehensively documented (Bradbury and
Jantti, 1999; Cantillon and Van den Bosch, 2003; and many others).

For individuals at the very start of the transition to adulthood, the factors associated
with youth poverty are similar to the factors associated with child poverty. The
majority have no incomes of their own, and their risk of poverty is thus largely
dependent on the incomes of adult members of their households (mainly their
parents) in relation to the size of their households.

However, as young people move towards adulthood, the factors associated with
youth poverty become more complex. Young people’s incomes vary widely — both
between countries and within countries. Young people may be in education; they
may have a job (low waged or better paid); they may be unemployed; they may be
caring for children; or they may be out of the labour market for other reasons. The
proportions of young people in each of these situations vary between countries,

and the incomes associated with each situation vary between countries and also
within each country. Young people’s living arrangements also vary — and again, this
variation is observed both within and between countries. Many young people live with
their family of origin (by which we mean their parents, plus any siblings still living at
home). Others have left home and live alone or with a partner or with friends. Some
have children of their own, with or without a partner. For young people with low or

no earnings, living with their parents may protect them against poverty — although,
conversely, the extra burden their presence places on household finances may throw
the whole household into poverty. Alternatively, young people whose own earnings
are relatively high may not be poor if they live apart from their families of origin and,
if they do live at home, they may act as a resource for their families of origin (Canto-
Sanchéz and Mercader-Prats, 1999).

The relatively small literature which does exist on youth poverty suggests that it is
an area worthy of research. The European Commission report on poverty (Eurostat,
2002) finds that, across Europe, the incomes of young people below age 24 are
below national averages: the only groups poorer than young people are children and
older people over age 65. Young people are also at higher risk than older groups

of non-monetary deprivation (for example, living in substandard housing or lacking
basic consumer durables) — though in this case the differentials between young
people and other groups are less marked.

lacovou and Berthoud (2001) find that various factors — being in employment, having
a working partner and living in one’s family of origin — protect young people against
poverty, and that the risk of poverty is highest for those people for whom none of
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these protective factors is present. Young people in the Scandinavian countries are
most likely to have no protective factors present, and most likely to be poor given the
absence of protective factors.

Kangas and Palme (2000) study variations in poverty rates over the life cycle in eight
OECD countries, considering a life-stage typology, based on four groups: ‘youth’,
‘family’, ‘empty nest’ and ‘old age’. Those who are childless young adults, under 25,
are defined as ‘youth’, and this group is found to be at relatively high risk of poverty.

Smeeding and Ross Phillips (2002) analyse the economic sufficiency of young
people’s earnings in seven countries (France, Germany, Italy, Sweden, the UK,
the US and the Netherlands). They find that in all countries, only a minority of
young people of either sex in their late teens and early twenties are able to support
themselves with their earnings alone. Even when state welfare benefits are taken
into account, a significant proportion of young people remain unable to support
themselves — and much less a family — before their mid- to-late twenties. Although
young people’s incomes become markedly more sufficient for their needs through
the early twenties, poverty rates decline much more slowly over this age group,
indicating that young people with low earnings are protected from poverty to a
degree because of living with their families of origin.

Using data from the 1999 Poverty and Social Exclusion Survey of Britain, Fahmy
(2002) finds that, on a range of five poverty measures, those aged 16—24 are more
likely to be poor than those aged 25-34. Thirty-three per cent of those in the 16-24
age group were poor, compared with only 16 per cent of those aged 25-34 years.

All of these studies highlight young adulthood as a time of heightened economic risk;
however, with the partial exception of lacovou and Berthoud (2001), they focus on
describing youth poverty rather than explaining it. The research carried out for this
report is a first attempt to fill this gap in our knowledge.

This report is structured as follows.

Chapter 2 describes the data used for our analysis: the ECHP.

Chapter 3 defines a number of key concepts which we use throughout our research.
Chapter 4 describes how youth poverty rates vary between countries, and how

poverty is related to factors such as having a job, having children and living away
from the parental home.
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Chapter 5 analyses poverty durations: given that some young people become poor,
how long are they likely to remain poor?

Chapter 6 investigates the factors related to youth poverty in more detail, assessing
the effects of a range of situations and events on the risks of poverty and deprivation.

Chapter 7 turns the focus to movements into and out of poverty, and examines the
factors associated with these movements.

Chapter 8 performs a causal analysis of the relationship between being poor and
leaving the parental home, asking whether being poor makes you leave home, or
whether leaving home makes you poor.

There is no chapter in this report devoted to statistical methods. Different methods
are used in each chapter; they are described briefly in the relevant chapters, and
references given for the reader who wishes to access a more in-depth description.



2 Data: the European Household Panel
Survey (ECHP)

All the analysis in this report is based on data from the ECHP, a set of comparable
large-scale longitudinal studies set up and funded by the European Union. The first
wave of the ECHP was collected in 1994 for the original countries in the survey:
Germany, Denmark, the Netherlands, Belgium, Luxembourg, France, the UK,
Ireland, Italy, Greece, Spain and Portugal. Three countries were late joiners to the
project: Austria joined in 1995, Finland in 1996 and Sweden in 1997. The ECHP was
terminated in 2001: thus, eight years’ worth of data are available for the majority of
countries, and correspondingly fewer for the late joiners.

The ECHP has several advantages for the type of research that we undertake in

this project. It is a large survey, and therefore enables meaningful inferences to

be drawn at a country level. It is an ‘input harmonised’ survey: as far as possible,
questions were harmonised (that is, designed to have comparable meanings and to
generate comparable results) at the stage when the questionnaires were designed.
This makes comparisons between countries possible in a way which is very difficult if
several single-country surveys are considered.

Because it is a household survey, it collects data on all members of sample
households. Thus, for all the young people who form our population of interest, we
have information not just on the young people themselves, but on all the other adults
who live in their households. We also have some data on children who live in those
households: although this is of a relatively limited nature, it is sufficient to draw many
of the necessary inferences about household resources.

In addition, the longitudinal nature of the data (i.e. the fact that interviewers return
year after year to the same individuals) is an important advantage, meaning that

we are able to study not only people’s situation at a point in time, but also how
individuals’ lives evolve over time: here, we are able to study not only who is poor, but
who becomes poor, or who stops being poor.

Of course, there are some disadvantages with any data set. As far as this study is
concerned, one major shortcoming of the ECHP is that, for young people who had
left home by their first interview, no information on their families of origin is available.
For more information on the general quality of the ECHP, see Peracchi (2002) and
Nicoletti and Peracchi (2005).
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Additionally, data problems meant that we were unable to use data for two countries:
Luxembourg, because the sample size was too small; and Sweden, because the
Swedish data are not longitudinal.

Another difficulty was posed by the ECHP income data. We discuss this difficulty, and
the strategy used to overcome it, in the next chapter.



3 Key concepts

A definition of ‘youth’

There is no unique or clear-cut definition of ‘youth’. The ‘young’ constitute a group of
individuals located somewhere between childhood and adulthood, but the notion of
‘youth’ does not lend itself to definition as a life-cycle period in the same way as other
groups such as ‘children’ or the ‘elderly’ might be defined.

The United Nations defines youth as composed of individuals aged between 15 and
24 years of age.! The European Union follows this definition, both in its programmes
targeted at young people and in its White Paper on Youth (European Commission,
2001). The UK’s Economic and Social Research Council’s “Youth, Citizenship and
Social Change’ programme used a working definition of youth as 15-25 (Catan,
2004), and the Joseph Rowntree Foundation’s “Young People’ programme looked at
those aged 16-25 (Jones, 2002). National bodies often define the lower age band
as the statutory minimum school leaving age in their country — so, for example, the
British Office for National Statistics usually defines ‘young adults’ as aged between
16 and 24 years of age (Office for National Statistics, 2004).

Although age-based definitions of youth are common, there is a degree of
arbitrariness to this type of definition, especially in cross-national analysis. Although
in the 1950s and for a few decades beyond, most young people would have attained
most of the traditional markers of adulthood by their mid-twenties, this is no longer
the case. Increased participation in education and a higher incidence of youth
unemployment mean that the transition to the first job has become later. Leaving
home is also occurring increasingly late (Corijn and Klijzing, 2001), with an extreme
example of late home-leaving being Italy, where the median age for leaving home is
almost 30 for men: by age 24, only a small fraction of men have left home. Likewise,
in many countries, late fertility is increasingly the norm: in the Netherlands, the mean
age for a first birth among women is 29 and only a minority of women (or men) have
become parents by their early twenties (lacovou, 2002).

Thus, most of the common age-based definitions of ‘youth’ fail to include large
numbers of individuals who have not yet made many (or indeed, any) of the
transitions to adulthood. Increasingly, social scientists are moving away from
definitions based on upper and lower age limits, and moving towards conceptualising
youth as a process of transition — or rather, multiple transitions — to adulthood. But
there are problems with this approach, too. A definition of ‘youth’ based on the stage
of the life-cycle which an individual has attained runs the risk of creeping well into the
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thirties, and possibly even into the territory traditionally belonging to early middle age.
Additionally, there seems to be little logic in classifying a 33-year-old who is single
and childless and lives with his parents as ‘young’, while a 20-year-old who lives with
a partner and a child is classed as ‘no longer young'.

In this report, we use an age-based definition, but we define it generously. Anyone
aged between 16 and 29? is classified as young and, in much of the analysis, we
break this down into three subgroups: the ‘younger young’ aged 16—19, the ‘medium
young’ aged 20—24, and the ‘older young’ aged 25-29. In certain sections, we do not
analyse all groups for all countries. For example, when analysing home-leaving in the
Scandinavian countries, we simply do not find enough people aged 25-29 still living
at home to perform the analysis among this age group.

Income poverty

The majority of work discussed in this report is based on a standard definition of
poverty, with an individual defined as being poor if he or she lives in a household in
which net income is less than 60 per cent of a measure of average income in the
country in which he or she lives. The way in which the poverty line is constructed is
described in Box 1.

This measure of poverty is relative: in other words, individuals are defined as poor or
non-poor in relation to other people in their country, rather than in relation to some
absolute standard of subsistence or well-being. This is common practice in countries
where the basic needs for survival are more or less guaranteed; in countries where
this is not the case, it is more usual to use an absolute poverty line, based on the
income needed to buy sufficient food for subsistence.

In most of this report, we consider poverty as a static notion: that is, we analyse and
try to explain which young people are poor at a particular point in time. However, we
also consider how poverty changes over time. In Chapter 5, we ask how long those
who are poor actually remain poor; in Chapter 7, we examine the factors associated
with moving into and out of poverty.



Key concepts

Box 1
For readers unfamiliar with this concept, the poverty line is calculated as follows:

1 Add together the post-tax personal incomes of everyone living in the
household, plus any other income accruing to the household as a whole, to
obtain total net household income.

2 Divide this by a factor which represents the needs of the household. One
crude measure would be to divide by the number of people in the household,
but as two people can live together more cheaply than two singles and,
as it may be argued that children require less money than adults, it is
more common to use an equivalence scale. We use the modified OECD
equivalence scale, in which the first adult gets a score of 1, second and
subsequent adults score 0.5, and children under 14 score 0.3.

3 The result (total net household income divided by an equivalence scale
representing the needs of the household) is termed net equivalised
household income (NEHI).

4 Median NEHI is found by calculating NEHI for every individual in the country,
lining them up in order, from smallest to largest, and selecting the NEHI
of the person who is bang in the middle of the distribution. In practice, we
do not have data on every single person, so instead we use data on a
representative sample of individuals.

5 Finally, a poverty line of 60 per cent of median NEHI is calculated.
Households with incomes below this figure are ‘poor’.

Income in the ECHP

In the previous chapter, we alluded to a problem with income data in the ECHP. The
income data are very detailed, with each individual asked about his or her income
from earnings, private and state pensions and benefits, and other sources, such

as rental and investment income, and private transfers. Additionally, information is
gathered about any other income accruing to the household rather than to individuals
within the household, and the assumption is made that this income should be
attributed equally to each individual living in the household. Such benefits usually
form a relatively small proportion of income; in the UK, housing benefit and council
tax benefit are recorded in this way.

All this information is collected retrospectively, and covers the calendar year prior to
the survey interview. Thus, a Wave 1 interview conducted in, say, August 1994 will
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collect information about respondents’ incomes between January and December
1993, while other variables (such as household composition, labour market status,
and so on) pertain to respondents’ situation at the time of the interview. This means
that the income data collected in Wave 1 do not refer to the same point in time as
most of the other data collected in Wave 1. The degree of mismatch varies depending
on the date of the interview, but on average it is well over six months: over half of all
ECHP interviews were conducted in August or later in the year.

This presents a problem when computing total household income, for the following
reason. Suppose we wish to calculate a household’s income in 1995 (Wave 2).
Adding together the incomes reported at Wave 2 for all individuals present in a
household in that year, generates not total household income in 1995 but, rather,
the sum of 1994 incomes for those present in the household in 1995. This is not the
same as the household’s total income in 1994, because household composition may
have changed between 1994 and 1995. For example, supposing that between 1994
and 1995 an elderly grandparent had moved in with the family. The sum of incomes
reported in 1995 includes the grandparent’s income in 1994 — but in 1994, the
grandparent was not even living in the household!

We take the following approach, suggested by Heuberger (2003). To compute
household equivalent income in year t, we use income data pertaining to year t
collected at year t+1, summing this over all the individuals present in the household
at year t, and using an equivalence scale based on the numbers and ages of
individuals present at year t.3

Deprivation indices

At various points in the report, we extend our analysis to consider alternative
indicators of well-being. There are several reasons for doing this: (1) to provide a
check on the robustness of our findings; (2) in response to the debate over whether
income poverty or reported deprivation levels form the best measure for low
household resources and the associated lack of well-being; and (3) because the
reported income of young people may reflect their levels of well-being particularly
poorly, given that they are likely to receive unreported cash or in-kind support from
their parents.

The first indicator is an index of monetary deprivation, where poverty is treated

as a matter of degree: it takes values ranging from 1 for the poorest to 0 for the
richest, and is determined by the individual’s rank in the income distribution, and the
individual’s share in the total income received by the population. Instead of treating
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poverty as a simple dichotomy ‘poor’ and ‘non-poor’, this approach uses the whole
income distribution, avoiding specification of a poverty threshold. The conventional
approach assesses the dynamics of poverty in terms of movements across a
designated poverty threshold; here we get instead a measure of the actual change
in magnitude caused by the demographic event. The technical details on how this
measure is constructed are provided by Verma and Betti (2005) and Aassve et al.
(2007).4

The second measure of deprivation is a non-monetary index based on 24 variables
which reflect the economic well-being of the household to which the individual
belongs.® They include variables indicating the inability to afford basic requirements;
inability to afford a range of consumer durables; the lack of certain domestic facilities;
other problems with one’s home; and problems with the neighbourhood in which
one lives. A full list of included variables is given in Appendix A. All variables are
dichotomous, taking the value 1 if the household experiences a problem in this
area, and 0 otherwise. One approach would be simply to add the variables together
to obtain a deprivation score. However, many of the component variables are
correlated, and some variables might be more important predictors of deprivation
than others. In general, we may generally consider the lack of an item as less
‘serious’ if it is common, and more ‘serious’ if it is rare. We therefore construct a set
of appropriate weights when constructing the overall deprivation index: the way this
weighting scheme is implemented is explained in Aassve et al. (2007).

Welfare state typologies

Most of the analysis in this report is carried out at the single-country level, presenting
statistics separately for each country. However, for the purposes of discussion

and synthesis, it becomes useful to think in terms of clusters of countries. We use

a typology based on the classification outlined by Esping-Andersen (1990). This
consists of:

B the ‘social democratic’ regime type, characterised by high levels of state
support and an emphasis on the individual rather than the family, typified by the
Scandinavian countries and the Netherlands

B the ‘conservative’ regime type, characterised by an emphasis on insurance-based
benefits providing support for the family rather than for the individual, and typified
by the continental European states of France, Germany, Austria, Belgium and
Luxembourg

11



Youth poverty in Europe

B the ‘liberal’ group of welfare states typified by a modest level of welfare state
provision and a reliance on means-tested benefits, exemplified by the US, and to
a lesser extent by the UK and Ireland.

Ferrera (1996) proposes the addition of a fourth category for the southern European
countries which were excluded in Esping-Andersen’s original typology:

B a ‘Southern’ group of ‘residual’ welfare states, typified by low levels of welfare
provision, and a reliance on the family as a locus of support — here, typified by
Italy, Spain, Portugal and Greece.

As well as providing a convenient and theoretically motivated means of simplifying
the interpretation of our analysis, this type of welfare-regime analysis also prompts
us to consider the links between the welfare state and youth poverty: to what extent
can youth poverty be relieved by welfare state benefits or state intervention in the
labour market?

12



4 Overview of youth poverty in Europe

In this first substantive chapter, we ask the following questions:
1 How does youth poverty vary between the countries studied?

2 How do youth poverty rates compare with baseline poverty rates among the
population in general?

3 What factors are associated with a young person being poor?

This last question will be addressed here only in a very exploratory way; we return to
it in much more detail later in the report.

As explained in Chapter 2, we use data from the ECHP. In order to maximise sample
sizes, we ‘pool’ the data from all available waves into a single, much bigger, data

set. Because of the way we have computed income data (see Chapter 3), we have
no measure of income for 2001 in any country. Therefore, we pool seven waves of
data (1994—2000) for most countries, six for Austria (1995-2000) and five for Finland
(1996-2000).

Using these pooled data means that our estimates of poverty rates relate not to a
single year, but to averages over several years. This masks changes in poverty rates
over time — which is not a problem if poverty rates are relatively stable over time, but
which may miss important trends if poverty rates are changing rapidly. In order to
assess whether this was a problem, we compared youth poverty rates over the first
two years of the sample with youth poverty rates over the last two years. We found
that poverty rates had fallen somewhat in all countries over the period concerned, but
that rankings between countries were almost identical over the period.

In the following sections, we examine how poverty rates vary with age for all
countries in our sample, and assess the extent to which young people are at
disproportionate risk of poverty. We then examine a number of factors likely to be
associated with youth poverty: living away from the parental home; living alone; living
with a partner or having children; and whether one has a job or is a student or is
unemployed.

13
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Patterns of poverty among young people in Europe

This discussion of how poverty rates vary with age is based on Figures 1-3.

The UK has some of the highest child poverty rates in Europe, rivalled only by

Italy, Spain and Ireland. High levels of child poverty in the UK are not a new finding
(Bradbury and Jantti, 1999; Micklewright, 2004; and many others). However, child
poverty has been at the centre of UK government anti-poverty measures since 1997,
and recent evidence indicates that child poverty in the UK has indeed declined in
recent years (Brewer et al., 2005).

After childhood, UK poverty rates show a steady decline with age, until around

age 53, when they start rising again. Thus, in the UK, poverty rates among young
people are lower than those among children, but higher than those of any other age
group, until well into retirement age. We also observe that the ‘younger young’ are at
substantially higher risk of poverty than the ‘older young'.

The age—poverty profiles of other groups of countries all show distinct patterns. The
social democratic group of countries have much the lowest general poverty rates in
Europe (in Finland and Denmark, poverty rates are well under 10 per cent over most
of the age range considered) and, in contrast to the UK, child poverty rates are very
low. However, in all social democratic countries, poverty rates peak dramatically in
the early twenties, rising to almost 20 per cent in Denmark and almost 30 per cent
in Finland. These are some of the highest youth poverty rates in Europe, and are
particularly striking in the context of the low overall poverty rates in these countries.

Since youth unemployment rates in Denmark and the Netherlands are on the low
side (Bradley and Van Hoof, 2005), the most likely explanation for these high rates
of youth poverty may be driven by the fact that young people in social democratic
countries leave home at an extremely early age (typically in their early twenties: see
Figure 4), and are therefore unlikely to have high enough earnings at the time of
home-leaving to protect them against poverty. How much of a problem are high rates
of youth poverty in these countries? If (a) they are generated by large numbers of
young people having brief spells in poverty around the time of home-leaving, which
end quickly on finding employment, and (b) they are spells of moderate rather than
extreme poverty, then they may present less of a problem than appears at first sight.

The conservative countries (Figure 2) have poverty rates which (for the population

as a whole) are higher than those of the social democratic countries, but lower than
those of the other groups of countries. In addition, poverty rates vary very little over
the life course — at least up to retirement age, when they increase. In these countries,

14
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child poverty rates are slightly higher than those for adults aged between 30 and

50, but much lower than child poverty rates in the UK. Youth poverty rates are also
lower than in the UK, with the exception of France, which exhibits a pattern akin to
the social democratic pattern, though much less marked. Austria and Germany are
interesting in that they show absolutely no elevated level of poverty among youth.
What is special about these countries? One explanation may be their low levels of
youth unemployment, related to the vocational training systems in place in these
countries (see Milller et al., 1998). This, in combination with the fact that young
people in these countries tend to leave the parental home at a higher age than in the
social democratic states, may generate low youth poverty rates.

Figure 3 compares poverty rates in the UK with those in southern European
countries. In these countries, poverty rates are generally high, particularly in Spain
and ltaly for the younger group, and in Portugal and Greece for older people. In all
southern European countries, child poverty rates are higher than in the other groups
of countries, except the UK and Ireland. Youth poverty rates in Spain and Greece
are very similar to those in the UK, while those in Portugal are lower, and those in
Italy are very high. Again, an important reason behind these differences is that youth
unemployment is low in Portugal, intermediate in Spain and Greece, and very high
in Italy (see Aassve et al., 2005a). It is noticeable that, in the southern European
countries, there is no peak in poverty rates either in the early twenties or at any age
which might be associated with leaving home. Rather, in all these countries, poverty
rates reach a peak towards the mid-teens' and fall throughout the twenties.

Figure 1 Poverty rates in the UK, Ireland and the social democratic countries
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Figure 2 Poverty rates in the UK and the conservative countries
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Figure 3 Poverty rates in the UK and the southern European countries
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Figures 1-3 present poverty rates, by age, for the age range 0-70 (in each country,
poverty rates rise after age 70). For clarity, three graphs are presented, showing
the UK plotted together with (1) Ireland and the social democratic countries, (2) the
conservative countries, and (3) the southern countries. On each graph, the poverty
rate for the UK is shown by the bold black line.
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Table 1 summarises the information presented in Figures 1-3, enabling the reader to
compare at a glance poverty rates among three groups of young people with poverty
rates for the whole population in each country.

Table 1 Poverty rates by country for three age groups and whole population

Age 16-19 Age 20-24 Age 25-29 Whole population
Finland 125 29.9 13.0 10.8
Denmark 8.4 21.7 9.7 10.3
Netherlands 18.1 27 1 12.1 10.5
UK 227 20.3 14.3 18.8
Ireland 24.2 115 14.3 221
France 211 21.0 114 15.0
Germany 13.1 13.6 11.2 11.1
Austria 9.8 8.2 8.4 114
Belgium 17.9 13.9 9.5 15.4
Portugal 15.4 9.6 9.3 16.4
Spain 24.6 17.4 13.3 18.2
Italy 27.0 247 19.4 18.6
Greece 20.5 18.6 13.2 19.4

Poverty and leaving home

Our calculations of poverty are based on the total income of all household members,
divided by a factor indicating the household’s needs (which is based on the number
and ages of household members). Because of this, living arrangements affect a
person’s risk of poverty. In general, if a person lives with other adults who have jobs,
this increases the household’s income relative to its needs, and the risk of poverty
decreases. In contrast, living with children or with adults who do not have jobs tends
to decrease the household’s income relative to its needs and to increase the risk of
poverty. Because young adults’ incomes are on average low compared with those of
their parents, living in the family of origin tends to protect young adults from poverty,
and (other things being equal) we may expect the risk of poverty to be higher in
countries where home-leaving is earlier and a higher proportion of young adults

live independently at an early age. The age at which young people leave home and
their living arrangements on doing so are highly diverse in Europe (see Aassve et al.
(2003) and lacovou (2002) for detailed accounts of this) and, as we shall show later
in this section, and also in Chapters 6 and 7, these variations are closely linked to
poverty rates.

17
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Figure 4 shows the proportion of young people who have left the parental home, for
three different age groups: the ‘younger young’ aged 16—19; those aged 20-24; and
the ‘older young’ aged 25-29.

Figure 4 Percentage of young people who have left home by age group and
country
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In every country, the proportion of young people who have left home rises with age
group. In the youngest age group, the highest proportion of young people who have
left home is to be found in the UK, where it stands at nearly 12 per cent, compared
with 7 per cent in the Scandinavian countries and 3 per cent or lower in the southern
European countries.

For the 20-24 and the 25-29 age groups, the highest proportion of young people
who have left home is found in the social democratic countries, and the lowest in
the southern European countries. For example, among those aged 25-29, in the
social democratic countries over 90 per cent have left home, while the corresponding
proportion in the southern countries is well under half this level. Behaviour falls quite
neatly into welfare regime clusters on this indicator: the social democratic countries
are at one end with very early home-leaving, the conservative countries are in the
middle, and the southern European countries are at the other end, with very late
home-leaving. The only exceptions are the UK and Ireland, which do not form a
neat ‘liberal’ cluster: the UK falls in-between the social democratic and conservative
clusters, while Ireland shares all the features of the southern European countries.

18



Overview of youth poverty in Europe

We now consider how poverty rates are linked with residential status. Figure 5 shows
poverty rates by whether a young person is still living in the parental home, for three
age groups: 16—19, 20—-24 and 25-29. The grey bars indicate poverty rates among
those young people who have left home, and the black bars indicate poverty rates
among those remaining in the parental home.

Figure 5 Poverty rates by whether young people live with their parents
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Figure 5 Poverty rates by whether young people live with their parents — continued
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Of those remaining in the parental home, the proportion who are poor decreases
with increasing age in every single country. This accords with intuition: those in older
age groups are more likely to have a job, and higher wages within jobs, and thus
household incomes are likely to be higher. Of those who have left home, poverty
rates also decline as age group increases in all countries but one. In most countries,
this decline is much more dramatic than the decline for those living with parents.

In nearly all cases, young people are far more likely to be poor if they have left
home, than if they live at home. This effect is strongest for the youngest group, and
least so for the oldest group. The difference in poverty rates between those living at
home and those who have left home (i.e. the difference in height between the black
bars and the grey bars) varies between countries. It is highest in the Scandinavian
countries (where poverty rates among the general population are low, and where
poverty rates among young people who have left home are extremely high). The
differential is lowest in the southern European countries, where poverty rates among
the general population are high, and where poverty rates among young people who
have left home are relatively low. Italy forms a partial exception to this, with very high
poverty rates among the young who have left home in the youngest group — but even
in the case of Italy, the differentials in poverty rates are not as high as they are in the
Scandinavian countries.

There is a strong relationship between poverty rates and age at leaving home:
countries where there are large differences in poverty rates between young people
living with their parents and those living away from home are precisely those
countries where young people are more likely to move away from home early. For
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young people aged 20—24, Figure 6 shows a scatterplot of differences in poverty
rates between those at home and those who have left home, against the proportion
of those who have left home. The graph illustrates the strong relationship between
poverty and leaving home.

Figure 6 Differences in poverty rates between those who have and have not left
home by the proportion of young people aged 20-24 who have left home
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This is in some sense counter-intuitive: we might expect those countries where
leaving home is ‘expensive’ — in terms of an increased risk of poverty — to be those
countries where home-leaving is late, not early. In fact, we find the reverse. What
does this finding tell us? First, that in those countries where early home-leaving is
the norm, this early home-leaving is, at best, only partially explained by differences in
economic sufficiency among young people: other factors, such as social and cultural
norms, must also play a part. Second, that there is scope for research into issues

of causality. This simple descriptive analysis has compared the situation of those
who have left home with the situation of those who have not left home. However,

we have not taken account of the fact that the two groups may have very different
characteristics or preferences (for example, those who choose to leave home early
may have different aspirations or educational levels, or come from different types

of parental backgrounds), and it may be these differences in characteristics which
underlie differences in poverty rates, rather than the home-leaving itself. We address
these issues in Chapter 7.
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Single-person households

Those countries where home-leaving is the earliest are also those countries where
young people are the most likely to live in single-person households (lacovou, 2002).
Because of this, we may ask: how far are the very high poverty rates observed
among young people in the social democratic countries in the early twenties simply
an artefact of the fact that they are much more likely to live alone?

Figure 7 shows poverty rates broken down by household type for 20—24-year-olds
who do not have children (across Europe, only 7 per cent of young people in this age

group have children, and poverty rates among young people with children is dealt
with in the next section).

Figure 7 Poverty rates of 20-24-year-olds by household composition
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In all countries, young people living alone are most likely to be poor — in most cases,
by quite a large margin. In Finland and Denmark, those living as part of a couple are
more likely to be poor than are those living with parents, but in many other countries
the difference is insignificant — and in the southern countries plus Ireland, those living
as part of a couple are actually less likely to be poor than those living with parents.
Thus, in most countries, these figures suggest that, for young people, it is not living
with parents per se which is protective against poverty, but rather not living alone.
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Returning to the question of high youth poverty rates in the social democratic
countries, the differentials between those living alone and others suggest that youth
poverty in these countries is to a degree attributable to the high proportions living
alone. However, this cannot be the whole story. Among those living alone, poverty
rates are far higher in the social democratic countries than elsewhere — only in the
UK and France are they of a similar magnitude. Thus, the very high poverty rates
observed in the social democratic countries are not simply driven by young people’s
living arrangements, but rather they relate both to the high proportions of young
people living alone, and to the high poverty rates among those who do live alone.

Children

The previous discussion focused on young people without children. We now turn

our attention to young people who have children of their own, comparing them with
their childless counterparts. Figure 8 presents poverty rates for two groups of young
people: those aged 20—24 (among whom only 7 per cent live with children), and
those aged 25-29 (among whom 27 per cent live with children). In nearly every
country, couples with children are at higher risk of poverty than couples without
children. The exceptions are Finland and Denmark (for the younger age group),
where the opposite is true. The country with the most noticeably increased risk of
poverty for couples with children is Ireland, where for the younger age group, the risk
of poverty is almost twenty times higher for couples with children than for couples
without. The risk is also much increased in the UK, Belgium and Italy. In nearly

every country, lone parents are at a higher risk of poverty than single adults. The
exceptions are the social democratic group of countries plus Austria, where lone
parents are at lower risk of poverty than single adults. Lone parents appear worst

off relative to single adults in the southern countries (where there are very few lone
parents), and also in Germany and (for the older age group) the UK and France. In all
countries — even the Scandinavian countries, which have the most highly developed
anti-poverty programmes for lone parents — lone parent families with children are at
higher risk of poverty than couples with children.

Poverty rates by employment, uynemployment and being a student

As well as being affected by living arrangements, a young person’s risk of poverty
is liable to be affected by whether or not he or she has a job. Those without jobs

— students, the unemployed and those looking after homes and families — will be
without earned incomes of their own, and thus will be at higher risk of poverty than
those in work. And, of course, all these groups are highly represented among the
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young: students mainly in the youngest age group, the unemployed mainly in the
middle age group, and other economically inactive people, predominantly among
women, in the oldest age group.

Figure 8 Poverty rates by presence of children
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The analysis in Figure 9 divides young people into four categories: students, those
with jobs, those who are formally unemployed and looking for work, and ‘other’. The
‘other’ group consists mainly of people who are looking after homes and families, but
also includes those who are economically inactive because they are sick or disabled.
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Figure 9 Poverty rates by activity status
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Figure 9 shows that the risk of poverty varies greatly by activity status. Not
unexpectedly, young people with jobs are, in general, the least likely to be poor. For
the older two age groups, this is true for all countries, with the effect particularly
marked in the oldest age group, for whom poverty levels among those in work are
under 10 per cent in all countries, and well under 10 per cent in most. However, for
the youngest age group, poverty levels for those in work are considerably higher.
Only in Denmark are they under 10 per cent, and in Finland, Belgium, Spain and
Greece they are over 20 per cent. In several countries, poverty rates are actually
higher among those in work than among students. This partly reflects the higher
propensity of students to remain in the parental home compared with those with a
job, but it also raises questions about the sufficiency of young people’s wages.
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It is worth devoting particular attention to the social democratic countries because,
as we have previously remarked, they have particularly high rates of youth poverty,
and as Figure 9 shows, they demonstrate a relatively different distribution of youth
poverty from the other countries. In particular, the higher level of student poverty
among the two older groups stands out in the social democratic countries. How far is
this responsible for high overall rates of poverty in these countries? In Denmark, the
rate of poverty among those in work, the unemployed and the economically inactive
are generally lower (and in some cases much lower) than cross-country averages

— and thus, the Danish peak in youth poverty rates may largely be attributed to the
high level of poverty among students. In the Netherlands, poverty rates among those
without jobs are higher than cross-country averages, but they are far from being the
highest in the sample. In the Netherlands, therefore, student poverty is not solely
responsible for high youth poverty rates, and some contribution is also made by
relatively high poverty rates among other groups. In Finland, poverty rates are low
among the ‘other’ group, but tend to be high among the unemployed and those with
jobs. Since the numbers in the ‘other’ group are small relative to the other groups, it
appears that the main driver behind youth poverty is student poverty, but that poverty
among those with jobs and the unemployed also contributes.

Summary

We have measured the extent of youth poverty across 13 countries, by age group,
by family structure and by employment status, and compared levels of youth poverty
with levels of poverty among other age groups. We have shown that young people
in many European countries are at higher-than-average risk of poverty and that, in
some countries, young people are more likely than almost any other group to be
poor. We have found significant variations by country, and we have also identified
situations which put young people at particular risk of poverty.

Young people’s living arrangements and activity status vary widely between
countries, with these variations being reflected in the risk of poverty experienced by
young people in each country. Living in one’s family of origin or living as a couple
but without children tends to protect young people against poverty, whereas living
alone or as a lone parent tends to increase the risk. Not having a job, whether one is
a student, unemployed or out of the labour force, increases the risk of poverty, while
having a job tends to protect young people against poverty.

Leaving aside those over 70, who in most countries suffer high rates of poverty, we

find that in Finland, Denmark and the Netherlands, young people are at a higher risk
of poverty than any other age group, with youth poverty rates among the highest in
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Europe. In the UK, young people are less susceptible to poverty than children are,
but more susceptible than any other age group. In France, Germany, Austria and
Belgium, poverty rates vary less with age, but in France particularly, young people
suffer disproportionately from poverty. In Greece, Spain and Portugal, youth poverty
rates are high in relation to most other countries, but not particularly high compared
with other age groups in their own countries. In Italy, youth poverty rates are very
high in comparison with other countries, and also in comparison with other age
groups in ltaly.

In almost all countries, the risk of poverty declines with age over the twenties,

and is lower in the thirties than in the twenties. This is partly driven by changes

in occupational status among young people (who are less likely to be studying or
unemployed at later ages), but also by a reduced risk of poverty within groups: for
example, those with a job are less likely to be poor in their late twenties than in their
teens or early twenties. However, this is offset by the fact that more young people
have left home at later ages, and more of them have had children.

Given that the existing literature on youth poverty is so scant, perhaps one of the
main contributions of this section is to demonstrate that youth poverty is a major
problem in many parts of Europe, and thus to identify this area of investigation as
one wide open for further research.

The research in this chapter has been published as Aassve, A., lacovou, M.

and Mencarini, L. (2006) Youth Poverty and Transition to Adulthood in Europe.
Demographic Research Vol. 15,pp. 21-50. It is available as open access on http://
www.demographic-research.org/Vlolumes/Vol15/2/default.htm
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5 How long do people stay poor?
Poverty persistence and poverty
recurrence

In the previous chapter, we established that young people face higher-than-average
poverty rates in many European countries. Useful as this information is, it tells us

no more than that a certain percentage of young people were poor at a particular
point in time — crucially, it tells us nothing about the duration of poverty spells. And
yet, this information on durations is vital. To reiterate a well-used example, a poverty
rate of 10 per cent among 18—-27-year-olds could mean that every single person in
that country spends exactly one of the ten years between ages 18-27 in poverty,

but is non-poor for the rest of the time — or it could mean that 10 per cent of young
people are poor every single year between the ages of 18 and 27, while everyone
else is non-poor the whole time. These two scenarios have very different implications
for inequality and well-being in a society, and for measures to address poverty. Of
course, the true story in every country will lie between the two extremes outlined, but
the degree to which youth poverty is found to be persistent as opposed to transient
will be extremely informative.

This information will be particularly useful in relation to the social democratic
countries where, as we saw in Chapter 4, youth poverty rates are extremely high

— both in relation to youth poverty rates in many other countries, but also (and
particularly) in relation to the extremely low poverty rates experienced by the general
population in these countries. If the high cross-sectional incidence of youth poverty
in the social democratic countries merely shows that a large number of young people
go through a short spell of poverty in the early adult years, this is likely to indicate
less of a problem than a smaller number of people going through protracted spells of
poverty.

In this chapter, we present statistics relating to the length of time young people
spend in poverty; in Chapter 7, we present multivariate analysis of the factors
associated with entry into and exit from poverty.

Poverty persistence

The first measure we consider here is one of poverty persistence. The one-year
poverty persistence rate measures the percentage of young people who, given
that they were poor in one year, are also poor the next year. The two-year poverty
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persistence rate measures the percentage who, given they were poor in one year,
have been continuously poor for the next two years, and so on.

Poverty persistence rates are shown in Figure 10(a)—(c). Each figure contains two
sets of bars. The first, thicker, bar, grey in colour, reproduces data from Table 1,
and shows poverty rates for the age group in question. This first series is measured
against the left-hand axes. The other four narrow bars, superimposed upon

the first set, should be measured against the right-hand axes. These represent
poverty persistence rates: the probability that a young person who is poor in one
year remains poor every year for one year, two years, three years and four years,
respectively.! In each case, as we would expect, the probability of remaining poor
declines with every extra year.

Figure 10 Poverty rates and poverty persistence for three age groups:
(a) 16—19-year-olds; (b) 20-24-year-olds; (c) 25-29-year-olds
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Notes: poverty rates, measured on left-hand axis, are reproduced from Table 1; persistence figures,
measured on right-hand axis, denote the percentage of young people poor in year t, who are still poor
in each later year, and who have been poor in all the intervening years.

One initial observation is that poverty persistence rates after one year are much
less variable between countries than either poverty rates or longer-term poverty
persistence rates.

For example, among 20—24-year-olds there are huge cross-national differences in
poverty rates (8 per cent in Austria versus 30 per cent in Finland); relatively small
differences in one-year poverty persistence rates (60 per cent in Ireland against 73
per cent in the Netherlands and ltaly), and larger differences in longer-term poverty
persistence rates, with the four-year poverty persistence rate being 2 per cent in
Germany and 14 per cent in Italy. Similar patterns are also observable among the
other age groups.

Among the two younger age groups, the highest rates of poverty persistence over all
the time periods considered are seen in ltaly. However, among the oldest age group,
poverty persistence rates are highest in the UK and Ireland. In the UK, these figures
mean that among young people aged 25-59 who are experiencing a spell of poverty,
73 per cent (almost three-quarters) will still be poor next year, while 16 per cent
(almost one in six) will remain poor every single year for the next four years.
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One question that we asked in Chapter 4 is whether the high rates of poverty in the
social democratic countries among those in their early twenties could be thought of
as somehow less serious because these poverty spells tend to be short-lived.

Figure 10 shows that this is at least partly true. Among the youngest age group,
poverty persistence rates of two, three and four years are lower than the 13-country
average in all three social democratic countries — and particularly in Denmark, where
they are among the lowest in all the countries we study.

However, among 20—24-year-olds (the group at highest risk of poverty in the social
democratic countries) persistence rates in the Netherlands are actually higher than
in most other countries, and only fall to the 13-country average after four years.
Persistence rates in Finland and Denmark are lower but, until we consider four-year
rates, they are not noticeably lower than persistence rates in many other countries.
Thus, although there is some justification for the assertion that high youth poverty
rates in Finland and Denmark are offset by the fact that poverty spells are unlikely to
last for long, this is not the case for those aged 20—24 in the Netherlands, where 6
per cent of those who are poor in one year will still be poor four years later.

The poverty ‘hit rate’

The analysis above considered people who were continuously poor for various
lengths of time. However, many individuals move in and out of poverty. The measure
of poverty persistence outlined above treats a person who alternates each year
between being poor and non-poor in exactly the same way as a person who

was poor for one year and never poor again. However, the person who moves
continuously in and out of poverty is arguably in a much worse situation than a
person who is only poor once. Our second measure of poverty, which we call the *hit
rate’, takes intermittent poverty into account.

The poverty ‘hit rate’ is calculated as the number of years a person is observed as
being poor, divided by the total number of years in which the person is observed in
the sample. This measure ranges between 0 (never poor) and 1 (poor in every single
year). The classifications are defined as follows:

Classification Percentage of years poor
Never poor none

Occasionally poor 1%—25%

Moderately poor 26%—-50%

Frequently poor 51%—75%

Constantly poor? 76%—100%
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Figure 11 shows the proportions of young people in each of three age groups?® falling

into each of these five categories. Austria clearly does the best, with the highest
proportion of young people in the ‘never poor’ category, and the lowest number in
the ‘constantly poor’ category. And Italy arguably does worst, with a relatively small

proportion in the ‘never poor’ category, and some of highest proportions in the
‘constantly’ and ‘frequently’ categories. However, Finland does very nearly as poorly,

with very high levels of poverty persistence in the two older age groups and a very
low proportion in the ‘never poor’ category.

Figure 11 Poverty ‘hit rates’:
(a) 16—19-year-olds; (b) 20-24-year-olds; (c) 25-29-year-olds
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Using this measure, the Netherlands and particularly Denmark, spread their youth
poverty around a little more evenly than Finland does, with a low proportion of
individuals in the ‘never poor’ category, relatively large numbers in the ‘occasionally
and ‘moderately’ poor categories, but relatively few in the two poorest groups.
Taken together with the information in Figure 10, this suggests that young people
in Finland, while having a higher chance of escaping poverty than those in the
Netherlands, are more liable to experience repeated spells of poverty.

)

This chapter has analysed two measures of the length of time young people spend
in poverty. We now proceed to analyse some of the factors related to youth poverty.
In Chapter 6, we consider the factors associated with being poor; in Chapter 7 we
consider the factors associated with becoming or stopping being poor.
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6 What factors are associated with
being poor?

In Chapter 4, we examined the relationship between youth poverty and a range of
factors: living away from the parental home; living alone; having children; and labour
market activity status. All these factors were shown to be significantly related to
poverty, but this analysis should be understood as no more than suggestive, since it
considers only one explanatory variable at a time, and does not control for any other
background factors.

In this chapter, we perform multivariate analysis to examine how these other factors
may also be affecting patterns of youth poverty. We do this using two different
measures of poverty: the risk of income poverty and the index of deprivation,
covering an inability to afford various items plus problems with the home and
neighbourhood (described in Chapter 3). This multivariate analysis allows us to
assess the relationships between poverty or deprivation and the different factors
when all the effects are considered together.

In this analysis, we control for a wide range of personal characteristics: age (and age
squared); sex; whether the person is employed; whether he or she has had the same
job for two years or more; whether he or she is in education; whether the person has
left the parental home; his or her marital status; and the number of children. Thus we
are able to consider the effects of the various possible explanatory factors (such as
living away from the parental home, having children and having a job) after taking
account of differences in the personal characteristics of the young people who are in
those situations.

The results of the analysis are shown in Figures 12(a) to 12(d), which focus on the
most important factors. A brief description of the statistical methods used may be
found in Appendix B. Table B1 provides descriptive statistics for all the explanatory
variables used, Table B2 provides full results for the analysis of poverty, and Table B3
provides full results for the analysis of deprivation.

Results

Figure 12 shows the relative impact on poverty and deprivation of not being
employed, not being in education, having left the parental home and being married,
cohabiting and having children. The first two graphs look at poverty, while the second
two focus on deprivation.'
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Figure 12 Results from regressions estimating poverty and deprivation: marginal
effects: (a, b) poverty incidence; (c, d) deprivation index; (a, ¢c) marginal effects of
employment, education, parental home; (b, d) marginal effects of being married,
cohabiting, number of children
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It is clear that in all countries except for Ireland and the southern European countries,
other risk factors are dwarfed by the risk of poverty and deprivation associated with
having left the parental home. It is not surprising that living away from one’s parents
increases one’s chance of being poor, since the parental income (which is likely to be
higher than the young person’s income) is no longer available to the young person.
However, the extremely large size of the effect of living away from the parental

home is surprising — especially its size in relation to other factors, such as not being
employed. An interesting feature of this finding is that the risk associated with living
away from home is highest in the social democratic countries, closely followed by

the UK and France — the very countries where home-leaving takes place earliest

— whereas the impact of having left home in Ireland and the southern European
countries (where home-leaving is much later) is considerably lower. This is the case
in relation to both poverty and deprivation.
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Note that these variations in risk are net of the effect of other factors. Because we
have also controlled for marital and labour market status, the lower risk of poverty
associated with living away from home that we observe in the southern European
countries does not arise, because young southern Europeans are more likely to be
married, or because they are less likely to leave home before having a job. However,
we have not controlled for earnings, so it is possible that the lower risk of poverty in
the south is associated with young people in these countries staying in the parental
home until they have attained a level of earnings sufficient to live on.

Turning to labour market activity, we find (as we would expect) a relationship between
non-employment and higher levels of poverty and deprivation. This relationship is
fairly small in magnitude, but in most countries it is statistically significant at the 5

per cent level, except in Denmark (poverty) and Greece (deprivation), where it is not
significant. The relationship is strongest in Italy, where those without a job have a risk
of poverty 15 percentage points higher than those with a job — this effect is around
twice the size of the effect of having left the parental home in ltaly.

The effect of being in education varies across countries. Young people who have
left education are less likely to be poor and/or deprived in Scandinavian countries,
the UK and Germany. However, in Ireland, France, Austria and Belgium, there is no
significant association between having left education and one’s risk of poverty and
deprivation. And in most Mediterranean countries, having left education confers no
protection against poverty, and is actually associated with increased deprivation
scores.

Figures 12(b) and (d) show the effects of marriage, cohabitation and childbearing.
Both marriage and cohabitation appear to protect young individuals from poverty
and deprivation, though marriage generally has a stronger effect than cohabitation
(indeed, cohabitation does not appear to protect against deprivation in Portugal,
Spain and ltaly). This does not necessarily indicate that marriage is per se more
protective than cohabitation, since different types of young people may choose to
marry rather than to cohabit.

The effects of having children are smaller than the effects of marriage and
cohabitation, and in the opposite direction: having children is associated with a
generally higher risk of poverty and deprivation. The exceptions are, interestingly,
Finland and Denmark, where children do not have any influence on the likelihood
of poverty. This may be attributable to generous family support systems in these
countries. The UK is notable here for being the most sensitive of all countries to
family structure: in terms of poverty risk, there is a higher penalty in the UK than
anywhere else for having children, and marriage and cohabitation protect more
highly (in other words, there is a larger risk to being single).
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Summary

In the social democratic group of countries, plus, to a lesser extent the UK and
France, living away from the parental home is associated with a much higher risk of
poverty, and much higher levels of non-monetary deprivation. These effects are far
larger than the increased risks associated with non-employment, and also outweigh
the protective effects of being married or living with a partner. The fact that these are
countries where home-leaving typically occurs at a very early age may explain why
it is associated with such high levels of poverty and deprivation; it also contributes
to an understanding of why youth poverty levels are so high in these countries,
particularly the social democratic countries. However, it raises a different question:
Why, in countries where home-leaving is associated with such disadvantage, does it
occur at such an early age? We return to this question in Chapter 8.

A second group of countries which may be identified from this analysis is the
southern European countries plus Ireland. This cluster is characterised by a

low level of disadvantage associated with living away from home — in general,
this disadvantage is of about the same magnitude, or somewhat less than, the
disadvantage associated with not having a job, and is compensated for by the
protective effects of marriage or cohabitation. In these countries, the level of
disadvantage associated with having children, while smaller than that associated
with many other factors, is larger than in other countries, with the exception of the
UK, where young parents face the highest extra risk of poverty.

The social democratic countries, on the one hand, and the southern cluster, on the
other, may be thought of as the two extremes; the other countries fall somewhere
in the middle, with the UK and France closer to the social democratic pattern, while
Austria and Belgium are closer to the southern pattern.

This chapter has looked at the factors associated with being poor. The next chapter
looks at the factors associated with becoming poor, and stopping being poor.

Together with the research in Chapter 7, the research in this chapter has been
published as Aassve, A., Davia, M,. lacovou, M. and Mencarini, L. (2005) Poverty
and the Transition to Adulthood: Risky Situations and Risky Events. ISER Working
Paper 2005-23. It is downloadable from www.iser.essex.ac.uk/pubs/workpaps/
pdf/2005-23.pdf
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7 Entering and exiting poverty

The previous chapter examined the factors associated with being poor (or scoring
highly on a deprivation index); we now turn to the questions of what makes a person
become poor.

The first part of this chapter examines transitions into poverty by those not currently

poor, (‘who becomes poor?’) and the second considers transitions out of poverty

by those who are currently poor (‘who stops being poor?’). Together with the results

from Chapter 6, they help us build up a more complete picture of poverty trajectories
and the factors which affect them.’

As in Chapter 6, the main results are presented graphically; full results are presented
for the interested reader in Appendix C, Tables C1-C4.

Appendix C provides an overview of the statistical methods used for this chapter.

Controls

In Chapter 6, the following characteristics were taken into account through controls:
age and age squared, sex, whether the person is employed, whether he or she has
had the same job for two years or more, whether he or she is in education, whether
the person has left the parental home, his or her marital status, and the number of
children.

In this chapter, we use additional controls which indicate not only young people’s
situation, but rather changes in their situation: leaving school, leaving home, getting
married, and so on. In this way, we are able to estimate not only the effect of (for
example) being married on the probability of escaping poverty, but also the additional
effect of getting married.

This procedure generates two sets of results, which should be interpreted together.
In the graphs below, two bars are shown for each variable, the first depicting the
effect? of a young person being in that situation, and the second showing the effect of
a recent change in that area. For example, Figure 13(a) shows that, in France, having
left home is associated with an increase of 16 per cent in the risk of entering poverty.
However, there is also a large effect, of 11 per cent, from just having left home. This
should be added to the main effect to calculate the total effect on poverty of having
left home in the past year: in this case, an increase in the risk of poverty of 27 per
cent. Sometimes, the effects of being in a situation and the effect of recently entering
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that situation work in opposite directions. For example, in Figure 13(c), the effect

of marriage and cohabitation is generally to reduce the probability of poverty entry
while, in many countries, the effect of having just entered a marriage or cohabitation
is to raise the risk. In this case, the one should be subtracted from the other. For
example, in the UK, cohabiting reduces a young person’s risk of poverty entry by 5
per cent. But being in the first year of cohabitation increases the risk by 13 per cent.
The net effect of these is that young people in their first year of cohabitation face an
increase in the risk of entering poverty of 8 per cent.

Entering poverty

Figure 13(a)—(c) display the main effects on entering poverty of leaving home, having
children, employment, education, marriage and cohabitation. As was the case in the
analysis discussed in previous chapters, the largest effect comes from young people
living away from the parental home (Figure 13(a)). In all countries except for Ireland
and the southern European countries, young people who have left home have a

risk of entering poverty 10 percentage points higher than young people who still live
at home — and in many countries, the increased risk is much higher (once again,
Finland is off the scale, with an increase in risk of 37 percentage points. But there are
additional sizeable effects on the risk of poverty entry from just having left home (i.e.
from having left in the previous year) — in other words, young people who have left
home in the past year are at a particularly high risk of becoming poor.

Figure 13 Marginal effects from regressions estimating poverty entry: (a) leaving
parental home and having children; (b) non-employment and not being in
education; (c) marriage and cohabitation.
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The effects of having children are smaller, and we observe that it is newborn children
(the ‘triggering event’), rather than the existence of older children, which is likely to
push young families into poverty. Note that these effects, though positive in most
countries, are significant® only in the Netherlands, the UK, Ireland, Austria, and all
the southern European countries. Figure 13(b) deals with employment and being in
education, and shows that young people without jobs are particularly susceptible to
becoming poor in almost all countries. Non-employment is particularly serious for
Italian youths, followed by Belgians, Irish, Germans, Spanish and Greeks. The only
countries where this variable is not significant are Denmark, Netherlands and Austria.
Whereas non-employment is important in general, there is no additional effect of
having experienced a recent job loss. In fact, in the Netherlands, Ireland and ltaly,
recent job loss reduces the risk of entering poverty by a small amount.

Figure 13(b) also shows the role of education. In those countries where students are
more likely to be in poverty, they are also more likely to enter poverty: having finished
one’s education is clearly related to a lower probability of becoming poor in Finland,
Denmark, the Netherlands, the UK and Germany (and, to a lesser extent, Italy).
However, there is no effect in any country of having left education in the last year.

Figure 13(c) shows the protective role of marriage and cohabitation against the risk
of poverty entry. Marriage protects against entering poverty in all countries, and
cohabitation nearly always, with ltaly and Portugal being the only exceptions. We
have already mentioned that cohabitation is still quite unusual in the Mediterranean
countries, and may be particularly linked to unusual couples who may not be
wealthy enough to afford the investment marriage requires. Only in France is there
an additional positive effect of having married in the previous year. However, newly
formed cohabitations are associated with a large and significant increased risk of
poverty in Finland, Denmark, the UK, France and Germany — these effects are larger
than the protective effect of cohabitation in general, showing that young people in
the first year of cohabitation are at higher risk of poverty than those not living in a
partnership. This interesting difference may indicate that young people tend to delay
marriage until they are earning a certain amount, while cohabitations are formed
despite the lack of economic resources, as a first type of living arrangement after the
leaving parental home.

Leaving poverty

The factors associated with leaving poverty are displayed in Figures 14(a)—(c).
Consistent with previous findings, leaving home (Figure 14(a)) reduces the chances
of exiting poverty. In other words, among young individuals who are poor, living away
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from the parental home reduces the chances of escaping poverty. And this effect is
particularly relevant in the first year after leaving the parental home: there is a large
additional effect in most countries from having just left home, and indeed, in many
countries this additional effect is the same size or bigger than the effect of living away
from home. As before, the association between leaving home and being poor (here,
exiting poverty) is less marked in Ireland and the southern European countries:
again, the fact that youths in these countries tend to leave home to become married
may explain this lower persistence in poverty among recent home-leavers there.

Parenthood also has a negative effect on a young person’s chances of exiting
poverty — though, in all countries except for southern Europe, to a much smaller
extent than living away from the parental home. Indeed, in most countries there is no
significant association between being a parent and the probability of exiting poverty:
rather, it is the birth of a new baby which reduces the chances, and the effect of
children tends to fade away with time. Newborn children tend to hinder escape from
poverty in all countries except the Netherlands and Greece. This particular effect
associated with newborn babies may be due to the fact that their mothers are likely
to be taking time off work to look after them, and movements out of poverty are less
likely at a time when the mother is not earning a full income.

Employment (Figure 14(b)) helps young people to escape poverty in all countries
except Belgium and Denmark. Interestingly, there is no additional effect from having
gained employment in the last year — on the contrary, having just found a job has a
negative impact on exiting poverty. Moreover, in most countries this negative effect is
of a similar order of magnitude to the positive effect of having employment, meaning
that, overall in these countries, a young person who has just found a job has no
higher chance of exiting poverty than a young person with no job at all. Put another
way, the positive effect of employment is really restricted to those people who have
held a job for at least a year. We were not able to discern, in this analysis, whether
this is related to temporary jobs, but the political message is clear: it is not just
employment, but stable and long-term employment, which is effective in lifting young
people out of poverty.
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Figure 14 Marginal effects from regressions estimating poverty exit: (a) leaving
parental home and having children; (b) employment and education; (c) marriage
and cohabitation
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A relatively similar pattern emerges in relation to students: in almost all countries,
those not in education are more likely to escape poverty (which is intuitively obvious,
since the end of education implies in most cases a transition to employment, which
naturally increases earnings, and therefore reduces poverty). But, in the majority of
countries, just having left education has no significant impact on escaping poverty
—and in Denmark, the Netherlands, Germany and Belgium, leaving school in the
last year has a negative effect on escaping poverty. This means that completion of
education in these countries has a progressive effect on reducing poverty, which
increases over time. Persistence in poverty diminishes in these countries with time
out of education and in the labour market.

Figure 14(c) deals with living arrangements. As well as protecting young people from
the risk of poverty as we saw in the previous chapter, both marriage and cohabitation
make a positive contribution to the probability of leaving poverty. Marriage contributes
significantly to escaping poverty in Finland, the UK, Germany, Portugal and Spain;
cohabitation contributes significantly in all countries except Belgium and southern
European countries,* where cohabitation is quite unusual and related to lack of
resources. In some cases (Finland, the UK, France and Belgium), the positive effect
of marriage or cohabitation is not felt until more than a year into the relationship: this
may be because there are costs inherent in starting out in marriage and cohabitation
which are not immediately offset by the advantages.
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Summary

In this chapter, we have examined the factors associated with young people’s entry
into and exit from poverty across Europe, in dynamic framework. Our results confirm
the results of the analysis in Chapter 6: living away from the parental home, non-
employment and having children are associated with a higher risk of poverty entry,
and a lower risk of poverty exit, whereas living with one’s parents and living with a
partner are protective factors.

We find that both living arrangements and education/labour market variables

have an effect; however, living arrangements again have much the larger effect. In
particular, not living with one’s parents is by far the most powerful predictor of moving
into poverty. This result runs through all the analyses we performed. Marriage and
cohabitation also protect against moving into poverty, while the presence of children
has little effect, except in the year after they are born.

The effects of labour market factors are smaller, but still significant. We find that it is
crucial to consider these factors in a dynamic context: in most countries, having a
job does not improve a young person’s chances of exiting poverty until he or she has
held the job for a year or more.

In fact, it is worth pointing out that, while this chapter has identified a number of
factors associated with a higher chance of escaping poverty, the only events which
are likely to have a positive effect immediately are marriage and cohabitation — and
even here, these immediate effects are not observable in all countries. Other routes
towards financial independence, such as finishing one’s education and getting a
job, take time to manifest their effects. Thus, for young people who do go through

a period of poverty, escaping from poverty may not be as simple a matter as (for
example) leaving college and getting a job — rather, it may involve a much more
protracted process.

Again, in this chapter, we have seen evidence of a continuum, with the Scandinavian
countries, on the one hand, and the southern European countries plus Ireland, on
the other, forming the two extremes; with the Netherlands, the UK and France falling
in-between but closer to the Scandinavian end, while Germany, Belgium and Austria
fall closer to the southern European end. In general, living away from one’s parents
has the most negative effect towards the Scandinavian end, while having children
and not having a job have the most negative effects towards the southern European
end.
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Returning to the start of the report, where we conceptualised youth as a series

of transitions taking place in the spheres of the family and the labour market, this
report confirms what perhaps is intuitively obvious: many of these transitions come
with very real risks. The labour market transitions of finishing one’s education and
finding a job tend, in most countries, to improve young people’s economic situation.
However, their effects for the age group we studied are not large; they often take
time to manifest themselves; and, of course, the positive effect of finding a job is
only present for young people who actually do find a job. Meanwhile, the transitions
young people make in the family sphere are likely to have a negative effect: leaving
home is a time of great economic risk for many young people, particularly those in
the Northern European countries; and becoming a parent also carries risks (though
fortunately, these are relatively short-lived). Cohabitation and (particularly) marriage
tend to shelter young people from the risk of poverty, but their protective effect is
smaller than the negative effect of leaving home and, in any case, many young
people wait for some time after leaving home before moving in with a partner.

In Chapter 8, we look in more detail at the effect of what is in most countries the
most powerful predictor of youth poverty: leaving home.

Together with the research in Chapter 6, the research in this chapter has been
published as Aassve, A., Davia, M,. lacovou, M. and Mencarini, L. (2005) Poverty and
the Transition to Adulthood: Risky Situations and Risky Events. ISER Working Paper
2005-23. It is downloadable from www.iser.essex.ac.uk/pubs/workpaps/pdf/2005-
23.pdf.
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8 Does leaving home make you poor?

Leaving home obviously matters. In all countries except Ireland and the southern
European countries, not living in the parental home is by far the most powerful
predictor for being poor and for entering poverty; it also yields large and significant
coefficients in equations estimating poverty exit. In the southern European countries,
the estimated coefficients are smaller and of similar magnitude to some other factors,
but they are still significant.

Leaving home is worthy of further scrutiny, partly because the estimated
relationships are so large, but also because some important questions remain
unanswered. First, although previous analysis has established a strong relationship
between home-leaving and youth poverty, it cannot identify whether this relationship
is causal. That is, we have established that home-leaving is related to poverty, but
we have not yet established whether home-leaving causes poverty. If there is a
‘selection effect’ — that is, if young people are more likely to leave home if they have
certain characteristics which also make them more or less likely to be poor, then our
previous estimates will not reflect the impact of leaving home on poverty.

In our setting, it is not clear a priori which way the selection effect would go. On the
one hand, it may be that young adults who would face a higher risk of poverty if

they left home are more likely to stay at home for longer because they are aware of
this higher risk. This would imply that the ‘true’, ‘causal’ effect of leaving home was
actually higher than that suggested by the unadjusted relationship between home-
leaving and poverty rates. On the other hand, it may be that certain characteristics
are associated with both a higher propensity to leave the parental home, and a
higher risk of poverty on leaving home. In this case, the raw figures would exaggerate
the extra risk of poverty experienced by home-leavers, and the effect attributable to
the home-leaving event would be lower.

The analysis in this chapter will also shed light on the puzzle referred to in Chapter
6: why, when home-leaving is so costly in terms of its associated poverty risk in

the social democratic countries, are these precisely the countries where it occurs
earliest? Economic theory would predict the opposite: that we would observe young
people leaving home earlier in countries where it was relatively less costly to do so.

In this chapter, we analyse both poverty and two measures of deprivation, as
described in Chapter 3. For clarity, however, in the explanation of our methods which
follows, we refer to the outcome we are interested in as ‘poverty’, and return to
deprivation later on in the chapter.
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Understanding causality

To reiterate, the problem we are attempting to solve is as follows. We have
established that there is a strong relationship between independent living and youth
poverty. However, the extent to which leaving home ‘causes’ poverty is not clear. The
causality could lie the other way round: it could be that young people who already
have a greater propensity to be poor are more likely to leave home at a younger age.
In this case, young people who choose to leave home would be somehow different
from those who choose to remain living with their parents, and comparing poverty
rates between the two groups would not be comparing like with like.

A standard approach to this problem is to use a technique known as Instrumental
Variables. In our case, this would involve finding some variable correlated with
leaving home, but not with the risk of poverty, or with certain other aspects of the
relationship between poverty and leaving home. However, in this application it is
difficult to think what such variables might be.

We want to estimate the effect of leaving home on poverty entry, net of other
observed factors which influence the likelihood of entering poverty (such as whether
one has a job, for example). Ideally, we would like to compare the risk of poverty for
individuals leaving home, with the risk for the same individuals if they did not leave
home (the ‘counterfactual situation). The problem is, of course, that for any given
individual the two scenarios are mutually exclusive — a person cannot both leave
home and not leave home.

Using Propensity Score Matching (PSM) techniques, we generate an approximation
to the counterfactual situation, using data on individuals who have not left home,
but who in all other respects are identical to individuals in our data set who have

left home. Propensity Score Matching techniques are relatively complicated to
implement, but the results are easy to interpret. The interested reader may consult
Appendix D, which gives notes on the technique; otherwise, we move directly to
discuss our results.

Results

Figure 15 relates to 20—24-year-olds' who live with their parents in a non-poor
household. The first (light-coloured) bars show the extra risk of entering poverty
associated with leaving home the following year, calculated as the difference
between the percentage of ‘leavers’ entering poverty, and the number of ‘stayers’
entering poverty. This extra risk is largest in Finland (at 50 percentage points) and
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lowest in Portugal (at around 3 percentage points). It is these numbers which may be
subject to the problems outlined above, namely that they may not reflect the causal
effect of leaving home.

Figure 15 The extra risk of entering poverty associated with leaving home:
descriptive and PSM estimates
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The second (dark-coloured) bars in Figure 15 present PSM estimates. These are
analogous to the first set of figures, in that they represent the extra risk of poverty
associated with the home-leaving event. However, the PSM results control for
selection into leaving home (that is, for the fact that leavers and stayers may be
different sorts of people), and thus may be thought of as the ‘causal’ effect of leaving
home on poverty entry.

In many cases, the difference between the two sets of bars is small. However, these
differences are statistically significant in every country except for the Netherlands.
The selection effect (represented by the difference in height between the two sets
of bars) is not enormous in any country, but in several countries it is sizeable:
descriptive analysis underestimates the ‘effect’ of leaving home on poverty entry

by up to 5 percentage points in Finland, Denmark, France, Germany, Belgium and
Portugal, while it overestimates the effect by a similar amount in Ireland and Austria.

It is worth making two points: first, that the existence of significant selection effects
demonstrates the usefulness of PSM in this context, and second, that although
selection effects are apparent, controlling for these effects does not change the
pattern of our results. Leaving home is still associated with higher poverty entry
rates in the Scandinavian countries than elsewhere: indeed, controlling for selection
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slightly increases the estimated difference between the Scandinavian countries at
one extreme, and Portugal and Spain at the other.

Overall, the estimates do not lend themselves to a clear clustering of countries
consistent with modern welfare-regime theory such as that of Esping-Andersen
(1990, 1999). While there is a clear ‘Scandinavian’ effect, with a high poverty entry
risk on leaving home (55 per cent for Finland and 32 per cent for Denmark), there
is a good deal of heterogeneity among three of the four other welfare-regime
groups. The risk of entering poverty in the ‘Liberal’ cluster is relatively low; in the
‘conservative’ cluster (including the Netherlands), it is moderate — though a good
deal higher in France and the Netherlands (26 per cent and 25 per cent) than in
Belgium and Austria (14 per cent and 12 per cent). In the ‘southern’ cluster, Portugal
and Spain show the lowest risks of all, at around 5 per cent, but in Italy it is 12 per
cent, and in Greece it is over 20 per cent.

The analysis presented in Figures 16 and 17 is identical to that in Figure 15,

except that Figures 16 and 17 deal not with poverty, but with monetary and non-
monetary deprivation, respectively. The light-coloured bars show the extra increase
in deprivation associated with home-leaving, not controlling for selection into leaving
home, while the dark-coloured bars do control for selection, and thus show the extra
risk in deprivation caused by leaving home.

Again, controlling for selection leaves the basic pattern of findings unchanged,

with the highest risks of deprivation associated with home-leaving being found in
the Scandinavian countries plus France, and the lowest in the southern European
countries.?2 Thus, failing to correct for selection does not give an incorrect impression
of the pattern of disadvantage. However, as far as monetary deprivation scores are
concerned, failing to correct for selection does generally understate the extent of the
disadvantage associated with leaving home. Everywhere except Ireland and Austria,
the effect of leaving home, correcting for selection, is significantly higher than the
uncorrected effect, by 5 percentage points or more in several countries.
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Figure 16 Increase in monetary deprivation scores associated with leaving home:
descriptive and PSM estimates
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Figure 17 Increase in non-monetary deprivation scores associated with leaving
home: descriptive and PSM estimates
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Destination on leaving home

One possible explanation for the large inter-country differences in poverty entry rates
on leaving home is that young people’s destinations on leaving home vary markedly
between countries. The predominant pattern of home-leaving in the southern
European countries is to move out of the parental home into a home shared with a
husband or wife; by contrast, young Scandinavians are likely to spend a protracted
period living alone. Poverty rates are generally higher for single-adult than for two-
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adult households, so a proportion of inter-country differences in poverty entry rates
may be due to these differences in housing destinations.

Figure 18 presents PSM estimates of poverty entry for all home-leavers (these are
corrected for selection, and are the same figures as presented in the bars in Figure
15) and for the subsample of those who leave home to live as part of a childless
couple (except for Denmark, where the very low numbers of young people exiting to
form couples made this impossible).

Figure 18 PSM estimates by destination on leaving home
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In all countries, poverty entry rates are (as expected) lower for those who leave home
to form a couple than for the group of leavers as a whole. However, it is clear that the
differentials we observe cannot account for the entire differences in poverty entry
rates between countries.

In Finland, the extra risk of poverty on leaving home as part of a couple is far higher
than for any other country: even if all young people in Finland left home to form
couples, they would still face a higher risk of poverty entry than young people in

any other country. Similarly, even if all young people in the Netherlands and France
left home as part of a couple, they would face a higher risk of poverty entry than
young people in three out of the four southern European countries (and if all young
Germans left home to form couples, they would face a higher risk of poverty than
young people in Spain and Portugal). So, even after taking account of destinations on
leaving home, there remain large differences in poverty outcomes between different
groups of countries.
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Summary

In this chapter, we have analysed the effect of leaving home on poverty entry and
on changes in two deprivation indices, using a technique which estimates the causal
effect of leaving home, net of pre-existing differences between young people who do
and do not move out of their parents’ home.

In essence, we find that the patterns observed in previous chapters (which do not
control for selection) are fairly close approximations to the ‘causal’ effect of leaving
home on poverty. However, the previous analysis does underestimate the causal
effect slightly — particularly in those countries where the effect is large. We also
find these patterns to be replicated when deprivation rather than poverty forms
the variable of interest: the results using monetary deprivation are close to those
analysing poverty, while the effects on non-monetary deprivation are smaller.

One factor behind the observed cross-country differences in poverty risks associated
with leaving home is that, in some countries, most young people move out of their
parents’ home to live with a spouse or partner, while in other countries they are much
more likely to live alone (which would tend to elevate the risk of poverty). However,
we find that, in countries where poverty risks on leaving home are high, they are
also high for young people who leave as part of a couple — in other words, different
destinations on leaving home can, at best, account for only a part of differences in
poverty risks.

The analysis in this chapter has answered a number of questions successfully, but
has left us with an interesting outstanding question. This is: why, in countries where
leaving home is most costly (namely, the Scandinavian countries plus France and
to a lesser extent the other Northern European countries), do young people leave
home so early? We have already shown, in Chapter 5, that this cannot be explained
away by differences between countries in the length of time that young people stay
in poverty. Rather, future research should be directed at examining young people’s
perceptions of risk within the labour market, and their perceptions of the role of the
social security system in smoothing their incomes over the long-term.

The research in this chapter has been published as Aassve, A., Davia, M., lacovou,
M. and Mazzucco, M. (2005) Does Leaving Home Make You Poor? Evidence from
13 European Countries. ISER Working Paper 2005-24. It is downloadable from www.
iser.essex.ac.uk/pubs/workpaps/pdf/2005-23.pdf
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9 Conclusions

Young adulthood is a time of many life transitions and much uncertainty. In this
report, we have shown that young adults are not the most vulnerable group in
society, this position being held jointly by children and elderly people. However,
young people in many countries, including the UK, face a risk of poverty considerably
higher than that faced by most other age groups.

Several factors lie behind this elevated risk of poverty. First, because many young
people still live with their parents and do not have jobs, some of the issues relating to
child poverty are still pertinent, particularly for the 16—19 age group; this is evidenced
by the fact that countries which have high levels of child poverty also tend to have
high levels of poverty among the 16—19 group of young adults. Young adults in this
age group, the majority of whom live with their parents, would be helped by social
support systems aimed at compensating parents for the extra costs of bringing up
children: both payments in respect of the young people themselves and payments in
respect of younger siblings would help. Because the UK has one of the highest child
poverty rates of the countries studied, and also one of the highest rates of poverty
among 16—19-year-olds, such family support measures would be particularly relevant
in this country.

For those who are somewhat older, we have found that many of the life changes
involved in the transition to adulthood carry an inherent risk of poverty. The major
risk, in all countries outside southern Europe, is leaving the parental home. Living
away from the parental home is associated with an increased risk of poverty; with an
increased risk of moving into poverty if one is not poor; and with a reduced risk of
exiting poverty if one does happen to be poor. In addition, young people encounter
an extra risk of poverty during the year in which they leave home.

In the UK, the poverty risk associated with leaving home is one of the highest
observed in Europe: young people who have left home are 24 percentage points
more likely to be poor than those of a similar age who still live at home. And if a
young person is not poor in a particular year, he or she is 12 per cent more likely to
become poor the following year if he or she does not live at home, and 18 per cent
more likely to become poor if he or she is in the first year of living away from home.

This suggests that, if some policy were being considered that would provide financial
assistance to young adults, this could usefully be targeted at those who are in the
first year or two of living away from the parental home. In reality, identifying this
group may be harder than it appears, since many young adults are relatively fluid
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in their place of residence, and may move in and out of their parents’ home several
times before the final move to residential independence. However, the difficulty of
identifying the time when this transition actually takes place does not undermine
our finding in this report that young people who have just left home are a group at
particular risk of hardship, and in particular need of support.

Another respect in which the UK is different from other countries is in the particularly
strong association for young adults in this country between having children and
being poor. It is interesting to observe that in Austria and Germany, the increased
risk associated with children is of the order of a couple of percentage points — and
in Finland and Denmark, having children puts young adults at absolutely no added
risk of poverty. In the Scandinavian countries, we attribute this to the twin policy
instruments of comprehensive family support systems, which compensate families
for the costs of children, and to family-friendly labour market systems, which mean
that many mothers remain employed while they are bringing up young children. The
UK stands in stark contrast to the Scandinavian countries, with each additional child
increasing a young adult’s risk of poverty by 10 percentage points. There is certainly
food for thought for policy makers here.

The cases of Germany and (particularly) Austria are noteworthy: in these two
countries, poverty rates are exceptionally flat across the life course, and young
adults are at hardly any increased risk of poverty. Moreover, while factors such as
leaving home and not having a job are risk factors in these countries, just as they
are in other countries, the associated risks are much smaller. And when young
people do become poor, poverty persistence rates are very low. The relatively
advantaged position of young people in Austria and Germany may be attributable to
a comprehensive system of vocational education, delivered via paid apprenticeships,
which provides incomes and qualifications to sections of the young population which
in other countries might be at risk of serious economic disadvantage.

Finally, this research has highlighted the importance of employment for young
people. In fact, employment plays a smaller role in keeping young people out of
poverty than do family factors, particularly living in the parental home. But it does
play a part, and the important thing to note is that it plays its part cumulatively

— the effect builds up over the years. It is not getting a job which forms a route out
of poverty; rather, it is getting and keeping a job which is effective at raising young
people out of poverty. At a time when several countries, including the UK, are
implementing policies to encourage the employment of young people, it is as well to
remember that this type of policy is likely to have little effect unless these jobs are
created with a degree of longevity in mind.
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Notes

Chapter 3

1

The United Nations General Assembly defined ‘youth’ as those persons falling
between the ages of 15 and 24 years inclusive. This definition was made for
International Youth Year, held around the world in 1985. All United Nations
statistics on youth are based on this definition, as illustrated by the annual
yearbooks of statistics published by the United Nations system on demography,
education, employment and health.

The full range of ECHP data is available only for individuals aged 17 and over,
though data on household structure is available for 16-year-olds.

The reader should note that this procedure was not possible using Finnish data,
and thus for Finland, all data relates to incomes for year t— 1.

General references for the development of these measures are contained in
Lemmi and Betti (2006), Cerioli and Zani (1990) and Cheli and Lemmi (1995).

Approaches of this kind applied to poverty analysis of European countries are
becoming quite common (Eurostat (2002), Aassve et al. (2005b)). For a fully
detailed explanation of how these indices are estimated, see Aassve et al. (2007)

Chapter 4

1

In the equivalence scale that we use to calculate poverty rates (see Chapter 3)
teenagers of 14 and over are considered to need more income to support them
than children. The peak in poverty rates towards the mid-teens may at least partly
be a reflection of these higher assumed needs.

Chapter 5

1

These figures are based on young people who were poor at some year t, and
who were re-interviewed each year until the relevant date. The sample has been
re-weighted to control for attrition, but no correction has been made for the fact
that low incomes and/or poverty may be positively associated with attrition.
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Strictly, this should read ‘more or less constantly poor’.

Here, age is measured as the person’s age in the first time period in which they
were observed. Thus, many individuals will in reality have crossed from one age
bracket to the next during the period of observation.

Chapter 6

1

This measure of non-monetary deprivation is discussed in Chapter 3. It is
calculated from a range of variables reflecting economic well-being, including
the inability to afford basic requirements; inability to afford a range of consumer
durables, the lack of certain domestic facilities, other problems with one’s home,
and problems with the neighbourhood in which one lives.

Chapter 7

1

For several reasons, this type of analysis is more difficult using continuous
deprivation indices. Results examining changes in deprivation scores across time
are available from the authors upon request.

Strictly, the analytical techniques in this chapter estimate relationships between
the explanatory variables and the probability of entering or exiting poverty, rather
than effects — which would carry some implication of causality. However, we are
able to explain how to interpret the coefficients much more succinctly by calling
the coefficients ‘effects’, so we have done this.

By which we mean: statistically significant at the 5 per cent level or better

The odd positive effect of recent cohabitation on leaving poverty in Portugal is
probably related to the small sample size in that particular cell.

Chapter 8

1
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Full results for all age groups, plus bootstrapped standard errors, are shown in
Appendix D, Table D1. In general, the effect of leaving home on poverty entry is
lower for older age groups, which is not surprising, given that older youths tend to
have higher income and more stable employment.



Notes

2 The average deprivation score of young people living at home is 0.16 with a
standard deviation of 0.27; in this context, the increases in deprivation associated
with leaving home are relatively large.

Appendix B

1 An alternative is to use fixed effects models. We have repeated all our analysis
using fixed effects models, and find that the results of the random and fixed
effects models are very similar.

Appendix D

1 Under this procedure, it is possible to pair individuals in the treatment group with
any number of individuals in the control group. The number three was selected
in order to give the best trade-off between bias and variance. Those with only
one or two near neighbours were included; those with no near neighbours were
excluded.

2 Table D2 also contains a number of indicators of the quality of the matching

process, namely, the reduction in bias due to matching and the number of cases
lost due to trimming and conditioning on the common support.
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Appendix A Variables used for
calculating deprivation index

1 Basic non-monetary deprivation — these concern inability to afford basic
requirements:
keeping the home (household’s principal accommodation) adequately warm
paying for a week’s annual holiday away from home
replacing any worn-out furniture
buying new, rather than second-hand clothes
eating meat chicken or fish every second day, if the household wanted to
having friends or family for a drink or meal at least once a month
inability to meet payment of scheduled mortgage payments, utility bills or hire

purchase instalments.

2 Secondary non-monetary deprivation — an item reflect deprivation only if the
household could not afford it
a car orvan
a colour tv
a video recorder
a microwave
a dishwasher
a telephone

3 Lacking housing facilities — these concern the absence of basic housing facilities:
a bath or shower
an indoor flushing toilet
hot running water

4 Housing deterioration — these concern serious problems with accommodation:
leaky roof
damp walls, floors, foundation etc.
rot in window frames or floors

5 Environmental problems — these concern problems with the neighbourhood and
the environment:
shortage of space
noise from neighbours or outside
dwelling too dark/not enough light
pollution, grime or other environmental problems caused by traffic or industry
vandalism or crime in the area
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Appendix B Statistical methods used in
Chapter 6

The longitudinal nature of the ECHP implies that households and individuals who are
part of the survey are observed repeatedly over time. Thus, observations from one
year to another are clearly not independent, and conventional statistical methods

as used for cross-sectional data are not suitable. Here, we use random effects
regression models, which are designed to control for repeated observations on the
same individuals.

We do not describe the methods in detail here; descriptions may be found in
advanced econometric textbooks (Greene, 2003; Wooldridge, 2004).

When using poverty status (which is a dichotomous variable) as the dependent
variable, we estimate random effects probit models; when we consider the
deprivation index (which is a continuous measure), we estimate linear random effects
models." All estimates are reported in terms of their marginal effects, and thus may
be interpreted in the essentially the same way as ordinary least squares coefficients.
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Appendix C Statistical methods used in
Chapter 7

The regressions estimating poverty entry and exit are not run on the full sample.
Rather, they are run on pairs of observations on the same individual, one year apart.
In each case, we refer to the first observation as occurring in year t, and the second
as occurring in year t+1. These pairs of observations are pooled across waves.

The regressions estimating poverty entry are run on the pairs of observations where
the young person is non-poor in year t, for each of these, the dependent variable
(poverty entry) is assigned the value zero if the young person is observed as non-
poor in year t+1, and is assigned the value one if the young person is poor in year
t+1.

Analogously, the regressions estimating poverty exit are run on the pairs of
observations where the young person is poor in year t, for each of these, the
dependent variable (poverty exit) is assigned the value zero if the young person is
still observed as poor in year t+1, and is assigned the value one if the young person
has become non-poor in year t+1. Sample sizes for the poverty exit regressions are
much smaller than those for poverty entry, since fewer young people are poor in any
year.

In each case, logit regressions are run, estimating the probability of entry into and
exit from poverty, respectively.
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Appendix D Propensity Score Matching

Propensity Score Matching (PSM) techniques are described in detail by Rosenbaum
and Rubin (1983), Becker and Ichino (2002), Smith and Todd (2005) and Caliendo
and Kopeinig (2005). The technique as it relates to this application is described in
our working paper Aassve et al. (2005c). Here, we give a ‘hand-waving’ explanation,
designed to clarify the intuition rather than the mathematics behind the procedure.

Young people who live with their parents in one year t are divided into two groups:
Di=1 those left home by time #+1 (we call this the ‘treatment’ group)
Di=0 those who were still living at home at #+1 (the ‘control’ group).

Each young person in the ‘treatment’ group is then paired with up to three' youths
in the ‘control’ group, who are as similar as possible in terms of a wide range of
observable characteristics.

Some young people in the ‘treatment’ group are so dissimilar from everyone in the
‘control’ group that it is impossible to find anyone to pair them with. These individuals
are dropped from the sample. In our analysis, the numbers thus excluded were very
small. Details of the numbers excluded, plus other statistics indicating the goodness
of matching, may be found in Table D2.2

We then check that a ‘balancing property’ holds — that is, that each of the observable
covariates within the treatment group has the same average value within the
matched control group.

Once this has been done, we are able to compare differences in poverty outcomes
between the samples, knowing that as far as possible we are comparing like with like
— and any differences between the samples will reflect the result of leaving home,
rather than reflecting differences between young people who live at home or away
from home.

Comparing stayers and leavers: evaluation parameters

The most important parameter generated by our estimation procedure is the ‘average
treatment effect on the treated’ effect — abbreviated to ATT. We may think of this as
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the increased risk of poverty brought about by leaving home, for those young people
who actually did leave home. It may be written as:

ATT = Pov_If_Leave — Pov_If_Stay
Pov_If_Leave=poverty rates among young people who have left home

Pov_If_Stay=poverty rates among the same group of young people, under the
hypothetical assumption that they had not left home.

The first argument, Pov_If_Leave, is easy to measure — it is simply the actual poverty
rate of young people who have left home.

The second argument, Pov_If_Stay, is impossible to measure, since nobody in the
sample of young people who left home actually did stay at home! So instead, we
estimate it by using the poverty rates of the sample of matched individuals — that is,
the sample of young people who are identical, or almost identical, to those who left
home — but who actually remained living with their parents.

For our analysis, we combine all available waves of data for each country, and

split the sample into three age groups (20—24, 25-29 and 30-34). Our matching
technique requires sufficient numbers of young people both who leave the parental
home, and who remain in the parental home, in each cell. We excluded cells with
fewer than 500 observations, and cells where fewer than 25 per cent of the age
group remained in the parental home, on the grounds that these young people may
be atypical of their age group among their compatriots. For the southern countries,
it was possible to analyse all age groups; for Ireland, France, Germany and Austria,
we were able to analyse the two younger groups, and for the remaining countries, we
were only able to analyse only the 20—-24 age group. Table D3 shows sample sizes
for all cells.
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Appendix D

Table D1 ATT for those who leave home compared with stayers

Increase in Increase in
Entry into poverty monetary deprivation non-monetary deprivation
20-24 25-29 30-34 20-24 25-29 30-34 20-24 25-29 30-34
FIN 0.542 0.537 0.134
0.029 0.028 0.020
DEN 0.315 0.413 0.215
0.04 0.031 0.033
NET 0.256 0.321 0.143
0.042 0.033 0.031
UK 0.189 0.284 0.099
0.025 0.024 0.027
IRE 0.133 0.038 0.117 0.039 0.048 0.035
0.033 0.028 0.030 0.020 0.032 0.033
FR 0.26 0.094 0.413 0.201 0.139 0.063
0.025 0.026 0.025 0.028 0.020 0.033
GER 0.231 0.053 0.298 0.136 0.100 0.101
0.025 0.017 0.022 0.020 0.024 0.026
AT 0.121 0.036 0.138 0.062 0.087 0.077
0.032 0.026 0.036 0.029 0.029 0.043
BEL 0.137 0.176 0.029
0.034 0.050 0.041
PT 0.052 0.011 0.085 0.012 0.005 0.079 -0.078 -0.062 -0.018
0.015 0.015 0.036 0.023 0.019 0.032 0.021 0.022 0.037
ES 0.06 0.072 0.09 0.032 0.052 0.004 -0.022 -0.052 -0.057
0.025 0.017 0.027 0.038 0.022 0.029  0.026 0.022 0.033
ITA 0.126 0.09 0.062 0.033 0.025 0.028 0.042 0.023 0.009
0.028 0.021 0.019 0.036 0.021 0.025  0.031 0.021 0.027
GRE 0.209 0.062 0.008 0.130 0.061 0.038 0.067 -0.022 —0.003

0.041 0.005 0.032 0.042 0.021 0.038  0.041 0.034 0.050

Note: numbers in italics refer to bootstrapped standard errors.
Source: ECHP (Eurostat) (1994-2001).
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Table D2 Indicators of covariance balancing, before and after matching

Entering into poverty Monetary and non-monetary deprivation
A B C D A B C D

20-24-year-olds
FIN 0.423 6.7 417 0.016 0.417 7.99 2.62 0.017
DEN 0.627 7.82 2.02 0.033 0.641 9.16 3.78 0.026
NET 0.135 8.62 5.06 0.019 0.152 14.06 2.75 0.029
UK 0.219 4.92 3.96 0.021 0.229 4.54 1.82 0.023
IRE 0.060 11.96 2.16 0.011 0.065 10.12 2.08 0.012
FRA 0.160 4.3 2.23 0.022 0.151 7.45 2.29 0.029
GER 0.127 8 2.89 0.023 0.128 8.23 1.88 0.023
AT 0.075 9.62 3.95 0.007 0.075 11.82 4.4 0.007
BEL 0.095 13.69 4.97 0.017 0.101 16.53 4.85 0.027
PT 0.063 11.21 2.46 0.006 0.061 12.11 2.66 0.006
ES 0.033 10.74 25 0.003 0.033 14.61 1.34 0.003
ITA 0.031 13.93 3.46 0.003 0.027 12.27 3.87 0.003
GRE 0.055 8.39 2.33 0.003 0.050 8.43 2.54 0.005
25-29-year-olds
IRE 0.080 8.47 4.7 0.016 0.088 7.32 2.09 0.008
FRA 0.225 8.28 2.37 0.010 0.214 7 3.55 0.020
GER 0.203 8.8 1.37 0.005 0.206 10.44 2.73 0.005
AT 0.088 9.54 2.25 0.009 0.084 12.38 2.87 0.007
PT 0.101 4.35 2.18 0.009 0.096 4.37 1.56 0.009
ES 0.116 7.25 3.29 0.011 0.107 5.47 2.03 0.010
ITA 0.104 9.07 2.76 0.004 0.081 6.74 2.29 0.007
GRE 0.071 9.53 3.47 0.007 0.064 14.77 2.39 0.003
30-34-year-olds
PT 0.079 12.69 4.94 0.007 0.076 11.75 2.63 0.006
ES 0.110 11.56 3.16 0.008 0.104 9.74 2.16 0.006
ITA 0.108 6.6 2.45 0.005 0.096 9.09 2.19 0.004
GRE 0.069 12.69 4.43 0.005 0.063 14.6 6.59 0.005

Source: ECHP (Eurostat) (1994-2001).

A: treated as a proportion of non-treated before matching.

B and C: median absolute standardised bias before and after matching, median taken over all

the regressors. Following Rosenbaum and Rubin (1983), for a given covariate X the standardised
difference before matching is the difference of the sample means in the full-treated and non-treated
samples as a percentage of the square root of the average of the sample variances in the full-treated
and non-treated groups. The standardised differences after matching are the differences of the sample
means in the matched treated and matched non-treated samples as a percentage of the square

root of the average of the sample variances in the full-treated and non-treated groups. For a precise
definition, see Sianesi (2004).

D: treated out of the common support area lost due to matching ((calliper 1 per cent, diverse
trimmings differing across countries).
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Appendix D

Table D3 Sample sizes

No. of obs.

Proportion of young No. of obs. in the PSM estimations

adults living with at in the PSM estimations (Outcome: increase in

least one parent (Outcome: entry into poverty) deprivation)

20-24 25-29 30-34 20-24 25-29 30-34 20-24 25-29 30-34

FIN 0.45 0.11 0.07 978 265 159 1,039 289 177
DEN 0.45 0.08 0.03 514 68 34 576 99 44
NET 0.54 0.14 0.03 1,329 332 75 1,520 576 159
UK 0.57 0.23 0.08 1,743 645 264 1,892 1,035 462
IRE 0.87 0.54 0.22 3,419 1,481 657 3,664 1,582 854
FRA 0.7 0.27 0.1 3,747 1,224 456 4,134 1,290 530
GER 0.74 0.34 0.15 3,384 1,502 662 3,586 1,578 788
AT 0.72 0.39 0.21 2,050 1,176 640 2,135 1,224 700
BEL 0.85 0.37 0.12 1,611 560 169 1,776 752 291
PT 0.88 0.6 0.28 5,546 2,912 1,473 6,064 3,127 1631
ES 0.93 0.68 0.37 7,246 4,335 2,000 8,447 4,713 2,147
ITA 0.93 0.68 0.35 7,914 5,760 2,679 9,386 6,644 3,049
GRE 0.82 0.58 0.28 3,897 2,838 1,384 4,560 3,058 1,504

Source: ECHP (Eurostat) (1994-2001).

Note: the figures in bold are the ones actually used in the analysis, which was restricted to those
countries and age groups where the proportion of youths living with their parents was at least 25 per
cent and the number of cases was at least 600 (with the single exception of Denmark).

81






	Youth poverty in Europe
	Contents
	List of figures and tables
	Acknowledgements
	Summary
	Background
	Data
	Key concepts
	Overview of youth poverty in Europe
	How long do people stay poor? Poverty persistence and poverty recurrence
	What factors are associated with being poor?
	Entering and exiting poverty
	Does leaving home make you poor?
	Conclusions

	1 Introduction
	2 Data: the European Household Panel Survey (ECHP)
	3 Key concepts
	A definition of ‘youth’
	Income poverty
	Income in the ECHP
	Deprivation indices
	Welfare state typologies

	4 Overview of youth poverty in Europe
	Patterns of poverty among young people in Europe
	Summary
	5 How long do people stay poor? Poverty persistence and poverty recurrence
	Poverty persistence
	The poverty ‘hit rate’

	6 What factors are associated with being poor?
	Results
	Summary

	7 Entering and exiting poverty
	Controls
	Entering poverty
	Leaving poverty
	Summary

	8 Does leaving home make you poor?
	Understanding causality
	Results
	Destination on leaving home
	Summary

	9 Conclusions
	Notes
	Chapter 3
	Chapter 4
	Chapter 5
	Chapter 6
	Chapter 7
	Chapter 8
	Appendix B
	Appendix D

	References
	Appendix A Variables used for calculating deprivation index
	Appendix B Statistical methods used in Chapter 6
	Appendix C Statistical methods used in Chapter 7
	Appendix D Propensity Score Matching
	Comparing stayers and leavers: evaluation parameters



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




