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Abstract

Objective: We study the role of employment deprivation and severe poverty at the
household level on youth living arrangements in Spain in three different business cycle
periods.

Background: Previous evidence has shown that recessions in Southern European
countries make young individuals turn to their families for financial protection. Most
analyses assume that these cohabiting decisions are only related to the young individual’s
employment status while other household members’ employment deprivation is
irrelevant.

Method: We use information from the Quarterly Labour Force Survey between 2005 and
2017 and a very flexible indicator to measure the dimension of employment deprivation at
the household level and estimate its role on the probability of being emancipated with a
linear probability model. To avoid reverse causation, we also estimate two seemingly
unrelated regressions of the probability of cohabiting with parents and the dimension of
household employment deprivation.

Results: Our results confirm that the Great Recession increased the probability of parental
co-habitation, even if with some delay in relation to the business cycle. We reject the
assumption about the irrelevance of other household member’s employment deprivation
on youth cohabitation decisions because its dimension determines them.

Conclusion: Policies aiming to improve emancipation should not only increase youth
labour market opportunities but provide either more employment hours or more income
transfers to those living in households where young individuals live.

Key words: youth financial protection, parental cohabitation, hours of work, severe
poverty, business cycle
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1. Introduction

The Spanish youth labor market is one of the most precarious in the European Union
(EU), with a large number of low-wage workers (Blazquez, 2008; OECD, 2017), and many
fixed-term and undesired part-time contracts (Garcia-Serrano & Malo, 2013; OECD, 2010).
During the Great Recession, the situation worsened and by the end of 2014 a 38 percent of
all under 30 years of age were unemployed. Moreover, approximately half of the employed
held fixed-term contracts, and almost 30 percent were in an undesired part-time job
(Cebridn & Moreno, 2018). The last two main labor market reforms, launched in 2010 and
2012, tried to introduce mechanisms to prevent worker vulnerability and social exclusion,
with young people as the main target group. However, up to now all implemented
reforms appear largely ineffective in reducing precarity among young: employed workers

As Aparicio-Fenoll & Oppedisano (2015) note, the economic literature has consistently
shown that perceived job insecurity, limited access to credit markets, high housing prices,
and low lifetime earnings play an important role in delaying youth emancipation (Becker
et al., 2010). Some studies have showed that during recessions there is not only a delay in
emancipation but also a return of part of the youth to the family nest to avoid poverty. This
effect has been documented for various European countries and for the United States
(US) since 2008 (Ceballos-Santamaria & Villanueva, 2014; Fry, 2015; Matsudaira, 2016).
This phenomenon refers to the increase in “doubled-up households” or the existence of a
“boomerang generation”: those who leave the parental home before a crisis and return to
it when their economic circumstances worsen.

Ayllén (2009) found that the reduction of poverty risk among non-emancipated youth
in Spain from 1980 to 2005 occurred due to an increasing number of Spaniards living
with two employed parents. Thus, emancipation is also delayed when young people live in
households that can afford it. She also found that when young workers are employed,
their salaries play key protective roles for other co-residing family members by
significantly reducing the family’s poverty risk. This “adapting to circumstances” of both
young individuals and their families implies the use of co-residence as a safety net for all
household members who need it. These results are in line with a variety of previous
evidence on Spain’s historical reliance upon the family as an essential institution for the
wellbeing of individuals who are most in need in times of economic difficulty (Reher,
1998; CJE, 2018).

So far, the Great Recession (and foreseeably the current COVID-19 crisis) has pushed
Spanish young individuals to face extremely adverse economic conditions. If other
author’s results hold, recessions should imply that Spanish young individuals turn to their
families in search of financial protection. Therefore, previously strong family ties between
the young and their families should be reinforced, and emancipation should be delayed
more than ever before.

The purpose of this paper is twofold. First, we want to check if analysing more than a
decade (2005-2017) and three different business cycle periods we find changes in youth
living arrangements that support the result of an increase in youth emancipation as Ahn
& Sanchez-Marcos (2017) sustain or, on the contrary, youth living arrangements patterns
are similar to those in other crises: increasing their co-habitation probability as difficulties
grow (Martinez-Granado & Ruiz-Castillo, 2002; Ayllén, 2009). We refer to living
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arrangements as the situation where individuals live independently as opposed to living
with their parents. Thus, those who return to the parental home during a recession period
are included within the non-emancipated group. Second, and most importantly, we want
to deepen the study of the relationship between young individuals’ living arrangements
and other household members’ employment situation. Taking advantage of the detailed
information that a large quarterly dataset can offer (Spanish Labor Force Survey, EPA), we
will study the role of employment deprivation and severe poverty at the household level on
youth economic outcomes along three different business cycle periods: a boom (2005-
2008), a subsequent deep recession (2009-2013) and a recovery period (2014-2017).

The main contribution of the paper is to test if the theoretical assumption about the
irrelevance of other household members’ employment deprivation on youth economic
outcomes and living arrangements decisions holds using a particularly flexible household
level employment deprivation indicator. Our results will confirm that differences in youth
living arrangements are not only related to individual labor market status but are also
strongly related to the employment situations of other members of the household.

The paper is organized as follows. In the second section, we review the recent trends
of working opportunities and employment conditions of young workers in the Spanish
labor market, and we discuss the theory and evidence on the relationship between living
arrangements, employment and household wellbeing. In the third section, we describe
our empirical strategy, and in the fourth section we present and discuss our main results.
The last section concludes.

2. Living arrangements and adverse economic conditions: how are they
related?

During the last decade youth vulnerability in terms of both unemployment risk and the
job quality of those who are employed has increased, leading to more insecure school-to-
work transitions and an increasing labor market detachment (Figures 1 and 2). In
addition, young workers suffer the highest rate of fixed-term employment with a
temporary rate over 50 percent (Figure 3) and a high turnover rate (Cebridin & Moreno
2018). Based on information from the Spanish Public Employment Service (Servicio
Publico de Empleo, SEPE), between 2012 and 2017, approximately one-third of all
contracts were registered for workers under 35 years of age. In 2017, only 7 percent of
them were open ended, whereas almost 40 percent in the case of men and more than 50
percent in the case of women were part-time, most of them involuntary. The global part-
time rate has been around 15 percent since 2012, while for those under 35 it has been
greater than 20 percent, with a very clear increasing trend since 2008 (Figure 4). Some
studies suggest that many young people in Spain are trapped in temporary work and that
only some of them can manage to have open-ended contracts after various years of high
job instability (Giiell & Petrongolo, 2007; Toharia & Cebriin, 2007; Cebridan & Toharia,
2008; Garcia-Pérez & Mufioz-Bullén, 2011; Garcia-Pérez et al., 2014; Cebrian & Moreno,
2020).
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Figure 1:

Trends in activity and employment of young individuals (under 35) by gender,
2005-2017
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Figure 22 Youth unemployment rates by age and gender: 2007, 2013 and 2017
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Figure 3:  Trends in share of temporary contracts by age group, 2005-2017
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Figure 4. Trends in share of part time work by age group, 2005-2017

25

«e@ <35 —g— >34 ety Al|

20

15

% Part Timers

10

2005TI
2005TIIl
2006TI
2006TIII
2007T1
2007TIIl
2008T!
2008Tll
200971
2009TII1I
2010T1
2010TIHl
2011T1
201171
201271
2012TIIl
2013TI
201371l
2014T1
2014TIIl
2015TI
2015TIIl
2016TI
2016TIII
201771
2017TIIl

Source: Spanish Labour Force Survey (Encuesta de Poblacién Activa, 2005-2017. Instituto Nacional de

Estadistica (INE).

m
J
=



729

One of the main expected consequences of youth labor market precariousness, is
young people adopting an “adapting to circumstances” attitude, and thus a change in the
household’s living arrangements. Some studies showed that not only did many young
individuals decide to delay emancipation during the crisis but also some of them returned
to their family nests to avoid poverty (Ceballos-Santamaria & Villanueva, 2014). Indeed, it
is not just youth emancipation that the risk of poverty affects (Aassve et al., 2002, 2007,
2013a, 2013b; Parisi, 2008), living arrangements decisions also affect household poverty
(Aassve et al., 2013a, 2013b). Leaving home increases the poverty entry rate of the
remaining household members so that the economic contributions of young people to the
parental home if they stay are also important for other members’ wellbeing (Canté &
Mercader-Prats, 2001). For Spain or Italy, various studies have underlined that high
housing prices are also key to deterring youth emancipation (Martinez-Granado & Ruiz-
Castillo, 2002; Alessie et al., 2006) so that increasing housing price trends in the last
decade will be also contributing to emancipation delay. The evidence on youth living
arrangements in Spain has generally concluded that delayed emancipation is due to two
main reasons. First, the reduction of poverty risk among non-emancipated youth is linked
to an increasing number of Spaniards living with two employed parents. Second, in poor
households, youth salaries play a key protective role for other co-residing family members
by significantly reducing the family’s poverty risk. If these reasons hold, recent recession
periods should have pushed them to turn to their families in search of financial
protection.

The literature has consistently shown that perceived job insecurity, limited access to
credit markets, high housing prices, and low lifetime earnings play important roles in
delaying youth emancipation (Giannelli & Monfardini 2003, Becker et al., 2010). Most
traditional economic analysis has shown that this decision is strongly related to the
parent’s and child’s income: the higher the child’s income, the higher the emancipation
rates. Meanwhile, co-residence is more likely to happen when parental income is higher
(McElroy, 1985; Avery et al., 1992; Ermisch, 1999).

However, given a similar level of income, large differences persist in the
emancipation patterns of various European countries. In Scandinavia, emancipation takes
place early while in Southern European countries it takes place much later. Ayllon (2015)
found that emancipation increases the probability of entering poverty for only a short
period of time in Scandinavia, whereas in Southern European countries, fewer youth face
economic hardship (due to co-residence). However, those who are in poverty have greater
difficulty with leaving it behind, so they suffer longer poverty spells. !

A number of other papers have analysed the relationship between youth living
arrangements and other factors (related to but different from income), such as
precariousness in its various forms (low wages, poverty, job insecurity, etc.). The main
results are consistent with the relevant role of low wages and the need for complementary
parental transfers to maintain wellbeing in deterring emancipation (Di Stefano, 2017).
The higher the father’s job insecurity and the lower the youth job insecurity, the higher

1 Ayllén (2015) shows that one should not measure youth poverty persistence in EU countries independently
from other related life transitions with lasting consequences on young people’s economic wellbeing, such
as finding a job or leaving the parental home.
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the probability of youth emancipation (Becker et al., 2010). In this line of argument, we
believe that it is of interest to test to what extent the theoretical assumption about the
irrelevance of other household members’ employment deprivation on youth living
arrangements’ decisions holds. Therefore, the aim of this paper is to contribute to close
this research gap by measuring household member’s employment deprivation and
analysing its impact on youth living arrangements during three different business cycle
periods in Spain.

3. Modelling youth living arrangements and household employment
deprivation in Spain using the Labor Force Survey data

3.1 Data and main definitions

We use data from the quarterly Spanish Labor Force Survey (Encuesta de Poblacién Activa,
EPA) to analyze youth living arrangements for more than an entire decade (2005-2017).
The Spanish Statistical Office (Instituto Nacional de Estadistica, INE) has repeatedly
collected these data in a quarterly basis since the end of the 1960s providing a large dataset
that includes 150,000 observations per quarter, and 20,000 to 30,000 individuals between
16 and 34 years of age.?

During the Great Recession, one of the main issues that was raised as being most
worrisome in developed countries is the severity of the impact of unemployment on
households so as to exclude them from the labor market completely. In fact, during the
past two decades, a certain gap has been widening between “work rich” and “work poor”
households as first noted in Gregg & Wadsworth (1996). Indeed, the OECD (2001) shows
that workless household rates are more highly correlated with working-age poverty rates
across countries than individually based unemployment rates.

Following the methodology proposed in Gradin et al. (2017) we measure the role of
low work intensity or underemployment at the household level as a determinant of youth
economic outcomes and living arrangement decisions. This allows us to establish a direct
relation between household precariousness and youth living arrangements, as many
individuals are vulnerable to social exclusion because they cohabit in households with very
low work intensity. Note that household precariousness means that active individuals in
the household (different from the young individual) are employed below their
employment potential. Gregg et al. (2010) underline that household joblessness is an
important factor in the intergenerational transmission of poverty given that parental
income has significant effects on the future welfare of cohabiting children. Clearly, jobless
households will have the highest value in our household precariousness indicator.

Following Ayala et al. (2017), we also consider the role of severe household poverty in
youth living arrangements. Severely poor are those individuals living in households where
nobody receives income from work or a benefit from social security. Thus, a young person

2 Table Al and Table A2 in the Appendix show the sample size of a representative quarter of our dataset in
terms of households, individuals, and young people aged 16 to 29 years of age.
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is considered to be severely poor if household disposable income is extremely low. Our
indicator considers both a lack of income and a lack of earnings (i.e., household
joblessness or low work intensity) so that our poverty indicator is a measure nearer to a
“vulnerability” concept. We believe that both the lack of income and household members’
labor market exclusion are most likely to condition the individual perception of poverty
risk or income deprivation, and consequently, determine youth living arrangements’
decisions. Furthermore, this measure of severe poverty is strongly linked to the idea of
“disconnected households”, generally defined as those where all active members are
unemployed and do not receive any public transfers, a group which unfortunately is still
quite unexplored in the European context (Blank & Kovak, 2008).

A key definition in our analysis is that of young people. Unfortunately, no wide
consensus exists on the age limit to consider what we mean when we use the word
“youth.” In general, nevertheless, given the increase in the length of education, the delay
in emancipation, and the postponement of fertility, the most common range of ages for
youth in the literature is from 16 to 34 years of age. Interestingly, the EPA provides us
with particularly detailed information on all household members’ labor market situations
and youth living arrangements considering the answer to the question on each
individual’s relationship with the household head. Moreover, instead of using a definition
of poverty that is strictly related to household income as in Ayllén (2009), we consider
three complementary definitions of lack of resources and employment deprivation that
focus on a household perspective: low work intensity (underemployment), joblessness
(unemployment) and severe poverty.

Our final sample includes more than 800,000 native individuals below 35 years of age.
Within them, we furtherly distinguish two age groups, those between 16 and 25 years of
age, and those between 26 and 34 years of age, in order to understand if we are
considering parent’s employment deprivation or that of spouses or other cohabitants. This
distinction is also key to separate individuals whose parents are agents of socialization (16-
25 years of age) from cohabiting adults for whom the parental socialization process is over
(26 to 34 years of age). The lower age limit has been chosen for practical reasons, as the
EPA interviews in detail only individuals at or over this age. The two upper limits follow
the literature on the matter: 26 years is the emancipation mode age in Spain and
emancipation rates at 35 are close to 80 percent. It is precisely at that age that transitions
become less frequent in comparison to the 26-34 age range.

In a first look at the data in Figure 5 we can see that the percentage of young
individuals (16-34) living outside of the parental home in Spain experienced an increasing
trend during the boom, especially in the case of females and those belonging to the 26-34
group, even if the mean age of those emancipating was also slightly growing during this
period. This implies that this increase should not be interpreted as the youngest
generation deciding to emancipate earlier. Rather, the oldest individuals among the young
population finally found a way to make this transition, probably due to a quite favourable
labor market situation. This percentage stabilized during the recession and was rather
constant up to 2013. In turn, during the years of economic recovery before the COVID-19
outbreak, the percentage of young individuals living outside of the parental home fell
significantly and was below that of 2005, whereas the mean age of those living outside of
the parental home has been rather stable at around the age of 30.
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Figure 51 Percentage of young individuals living outside the parental household
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3.2 A measure of household employment deprivation or low work intensity

To measure household employment deprivation, we only consider the working hours of
active household members different from the young individual. Consider a society
consisting of N households where at least one adult member different from the young
individual is economically active (i.e., he or she is a working-age individual available to
work). Each household i has a raw vector of individual employment gaps i, whose
elements are given by:

(h_u-hij> _
gz/] = h_L] lf hl] < hl] and] € Qi (1)
0 otherwise

_ where parameter y =1 3 h;; = 0 is the number of working hours of individual j;
h, >0 is the individual threshold of working hours (that is, the number of working

3 Different values of parameter y would allow to consider different contributions to the household
employment deprivation index of the individuals affected by employment deprivation. If y = 0, all would
contribute equally to the index, regardless of their gap. In our specific case, we choose y = 1, so we consider
the mean household gap, avoiding taking into account how deprivation is distributed between household
members. If y > 1, the index would reflect the loss of household welfare when employment deprivation is
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hours he or she wishes to work, the usual number of hours, or the potential number of
hours); and 6; is the set of employment-deprived individuals (those who are either
unemployed or underemployed) in household i. If 8; includes both unemployed and
employed individuals who wish to increase their number of usual working hours
(underemployed or low-work-intensity workers), gg/jquantiﬁes the relative gap of working
hours for each unemployed or underemployed individual in the household. This means
that for unemployed workers, gg’j = 1, but for underemployed workers, 0 < g!; < 1. Thus,
our household employment deprivation index is a function u; (gg) which maps each
individual employment gap profile into R, (where R, is the nonnegative real number set).
Finally, the household employment deprivation index, u;( g%) is:

1 Hf
w(gh) =mIihal, @

where H{ is the number of economically active individuals (different from the young
individual) in household i and ui(gg;.) represents the share of the gap of total working
hours in the household (in relation to the maximum number of hours possible). We then
classify households from lower to higher employment deprivation in five groups
according to their employment deprivation level. This is a categorical variable named HP;,
which describes the household employment deprivation profile or employment exclusion
gap (from low to very high) in our five categories plus joblessness. This variable can take
five different values: below 0.2 (active individuals in the household are employed an 80%
of their total potential hours), between 0.2 and 0.4, between 0.4 and 0.6, between 0.6 and
0.8, over 0.8 but below 1, and equal to 1 (all active individuals in the household are
jobless).*

3.3 Multivariate analysis of youth economic outcomes and household
employment deprivation

To identify the role of household members’ employment deprivation on youth economic
outcomes and living arrangements in a simple way, we first estimate a linear probability
model as a first approach to the econometric analysis of this relationship. We estimate the
determinants of the probability P;, that an individual i living in household j in region h
being emancipated (not co-habiting with parents) at moment t as:

Pit(emanCipated) = f(Xit' HPjt' Severejt' qs, 7”]', 5rec' Yrecor lOg Phe )
i Pit(emanCipated) = Pr()’it * 0|Xit' HPjt' Severejt' qs, rj' 5rec' Yrecor lOg Phe ) (4‘)

concentrated in fewer household individuals. Thus, this parameter captures the sensitivity of the household
employment deprivation index to the variability in the employment gap of those household members that
are employment deprived (see Gradin et al., 2017 for more details).

4 Note that if the young adult lives alone, household employment deprivation cannot affect youth economic
outcomes so household employment deprivation will be considered to be zero in this particular case and
only the individual labor status will have a role.
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where y;; is a dichotomous variable identifying individuals non-cohabiting with
parents with a 1 and those cohabiting with parents with a 0 and where X;, are individual
and household socio-economic and demographic characteristics. The significance and
coefficient of the categorical variable HP;, is of most interest for our analysis because it
measures the relevance of household level adverse economic conditions on youth living
arrangement decisions. This deprivation profile resumes high unemployment or
underemployment rates (involuntary part-time employment) at the household level once
we control for individual labor market status. Further, we will also be interested in
identifying the role of severe household poverty (severe;;) on the probability of cohabiting
with parents. We estimate the linear probability model for non-immigrant individuals
between 16 and 25 and 26 to 34 years of age separately and for males and females.’

We control for the economic cycle by including &, which is a dummy for recession
years (2008 up to 2014) and ¥yeq,, @ dummy for recovery years (2015 up to 2017). Finally,
qs and 7; are quarterly and regional dummies and log pp,, are logged mean housing prices
at the regional level to control for differences in the macroeconomic conditions that may
affect living arrangements decisions. We include various interaction terms of both labor
market status and household precariousness with the recession period (or recovery
period).

To further control for reverse causation between living arrangements and individual
and household labor and economic situation, we consider a second way of specifying this
relationship econometrically by estimating two seemingly unrelated regression (SUR)
models (Cameron & Trivedi, 2010) for the probability of cohabiting with parents and for
the dimension of household employment deprivation gap. The probability P;, that an
individual i living in household j in region h is emancipated at moment t is estimated as
in equation (4) but we can now consider that errors in that equation can be correlated to
the errors of another equation (5) that relates the observed household level of employment
deprivation to individual emancipation. This second regression model is estimated
simultaneously to equation (4) relating the calculated level household precariousness
using our household employment deprivations index, uit(gg/jt), which takes values
between 0 and 1, with the individual emancipation status (y;) and a list of individual
socio-economic and demographic characteristics, dummies for recession and recovery
periods (Grec) Vreco), quarter and year fixed effects, regional dummies ( g5, 77) and regional
youth (16 up to 34 years of age) unemployment rates by gender (unempy,;).

Uit (gg;'t) = f(yitr Xit, qs, T, Orecs Vrecor unempht) (5)

As noted earlier, emancipated individuals (y;; = 1 ) may move back to their parental
homes when facing economic difficulty. If we find that emancipation increases the
probability of living in a household with a higher level of precariousness, we would
confirm the “adapting to circumstances” result in Aylléon (2009). This is also true for the

5  We additionally run robustness checks using a standard probit estimation and the results obtained are very
similar.
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recession period for both young individuals and their families, which implies the use of
co-residence as a safety net for all household members who need it.°

4. The relationship between youth living arrangements, household
members’ employment deprivation and severe poverty

We here discuss our main results on the impact of individual and household employment
deprivation levels on youth economic outcomes and living arrangements in Spain for a 12-
year period. As Table 1 shows, on average, the emancipation rate for the population aged
16-34 during the bust is only slightly higher than during the boom (one percentage point),
half of that obtained by Ahn & Sanchez-Marcos (2017). Adding the recovery period in the
analysis clarifies that the emancipation rate decreases with some delay in relation to the
business cycle: it falls four percentage points in the recovery period compared with the
bust, and three percentage points compared to the boom.

Considering that a variety of reasons affect the decision to emancipate, and a key
determinant may be other household members employment deprivation levels, it is most
interesting to compare the emancipation rates both by individual and household
member’s labor market status in the three periods. Table 1 shows that the proportion of
unemployed among young individuals doubled between the boom and the bust and has
been rather stable during the recovery. That is, youth unemployment rates fell to a very
limited extent during the 2014-2017 period, whereas inactivity increased significantly:
from 31 percent in the boom to 38 percent in the recovery. This implies that the
percentage of young, employed individuals consistently falls in the period from 60 percent
(boom) to 42.6 percent (recovery).

As expected, employed young individuals show the highest emancipation rate, while
non-participants reduced their emancipation rate from 16 percent to 9.1 percent in this
12-year period. Interestingly, emancipation rates are very different for individuals with
different household employment deprivation levels. If work intensity is low or very low,
emancipation is extremely low. Reverse causation implies that individuals in jobless
households are often emancipated and emancipation rates of individuals living in
extremely poor households is high. Most importantly, in both cases, emancipation rates
have consistently fallen since 2005, from 45 to 35 percent and from 58 to 49 percent,
respectively. This shows that parental protection against risk is becoming more important
whatever the business cycle situation may be. By undertaking a t-test, we find that all of
these differences are statistically significant.

6 Aylloén (2009) follows a different estimation strategy developed by Van de Ven and Van Praag (1981) and
based on two Heckman selection models that estimate two probability equations simultaneously: A
selection equation that controls if the young individual is in the parental home and a second one that
estimates the probability of household precariousness.
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Table 1: Emancipation rates and distribution of the young population aged 16-34 by
household precariousness levels and individual labour market status in boom,
bust and recovery periods, 2005-2017

Boom 2005-2008 Bust 2009-2013 Recovery 2014-2017
Distribution Emancipation Distribution Emancipation Distribution Emancipation
(%) (%) (%) (%) (%) (%)
By household situation
Non-participants 2.7 22.2 2.7 22.5 2.9 20.6
_ Normal work 80.2 34.6 65.4 38.0 63.8 34.1
intensity
Low work intensity 6.7 11.2 8.0 12.7 8.2 11.1
_ Verylow work 6.3 11.9 12.7 115 14.1 10.6
intensity
Joblessness 4.1 45.2 11.2 42.8 10.9 35.0
100 31.7 100 32.7 100 28.6
By poverty levels
Non severe poor 98.7 314 97.4 321 96.8 27.9
Severe poor 1.3 57.8 2.6 56.1 3.2 49.5
100 317 100 32.7 100 28.6
By individual situation
Non-participants 30.9 16.0 331 11.7 38.0 9.1
Unemployed 9.3 27.1 20.5 30.3 19.4 26.6
Employed 59.8 40.6 46.4 48.8 42.6 46.9
100 31.7 100 32.7 100 28.6

Source: Spanish Labour Force Survey (Encuesta de Poblacién Activa, EPA), 2002-2017. Instituto Nacional de
Estadistica (INE)

We also check the extent to which changes among these three business cycle periods
are due to increases in the share of unemployed, inactivity, and very low work intensity
versus behavioral changes. To do this, in Table 2 we compute the contribution of each
factor to the evolution of the emancipation rate by decomposing the total variation of the
emancipation rate into behavioral and compositional changes. This decomposition allows
us to identify the role of emancipation decisions (behavioral) versus changes in sample
composition (compositional) for determining the slight increase (1 percent) in
emancipation rates between the bust and the boom. It also helps us to find the further
reduction (4 percent) between the recovery and the bust. Holding the composition at the
average of the first two periods (boom and bust), we conclude that behavioral changes are
relevant only for well-positioned individuals, the employed, those whose households have
normal levels of work intensity, and those who are over 30 but still living with their
parents. In fact, the counterintuitive result of the increase in emancipation between the
boom and the bust is clearly explained by this behavioral change and the change in the age
and labor market situation composition of the young population. This change increases
the population weight of this group of employed youth over 30 years of age (Table 2). The
consequence is a two-year delay in the impact of the Great Recession on youth living
arrangements, more so in the case of females, a group whose individual labor market
status is a weaker determinant of youth living arrangements.
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Table 2: Decomposition of the variation in youth living arrangements between business
cycle periods (16-34): behavioural versus compositional

Boom versus Bust Bust versus Recovery
Total  Behavioural Compositional Total  Behavioural Compositional

By age-groups

16-25 -3.7%  -0.2% -3.5% 1.7% -0.4% 2.0%

26-29 22%  0.4% 1.8% -22%  -1.0% -1.2%

30-34 33.9% 0.4% 33.6% -24.2%  -1.5% -22.7%
By gender

Male -2.7%  0.3% -3.0% 0.1% -1.8% 1.9%

Female 47%  0.7% 4.0% -4.9%  -2.3% -2.6%
By household situation

Non-participants -0.3%  0.0% -0.3% 0.1%  0.0% 0.2%

Normal work intensity  7.7%  2.4% 5.3% -6.5%  -2.9% -3.6%

Low work intensity -0.7%  0.1% -0.8% 05%  -0.1% 0.6%

Very low work intensity -1.2%  0.0% -1.2% 0.7%  -0.1% 0.8%

Joblessness 1.4%  -0.2% 1.7% -1.8%  -0.8% -1.0%
By poverty levels

Non severe poor -1.7%  0.7% -2.4% -3.6% -41% 0.5%

Severe poor 24%  0.0% 2.4% -1.1%  -0.2% -0.9%
By individual situation

Non-participants 5.3%  -1.2% -4.1% 15%  -0.6% 2.1%

Unemployed -0.1%  0.5% -0.6% -0.2%  -0.6% 0.4%

Employed 18.9% 4.6% 14.3% -11.7%  -1.1% -10.5%

Source: Spanish Labour Force Survey (Encuesta de Poblacién Activa, EPA), 2002-2017. Instituto Nacional de
Estadistica (INE).

4.1 The determinants of youth living arrangements: the role of household
employment deprivation and severe poverty

We now run a variety of regressions to control for the correlation of various factors in
determining the probability of youth emancipation. Given the relevance of behavioral
changes in both the individual and the household labor market situation, we want to
disentangle the impact of these two variables on the probability of being emancipated. We
know that youth living arrangements are different by gender and age, so we focus on
those aged 26-34 in our main analysis. Regressions include interaction terms of a variety
of explanatory variables with the recession and recovery period and some further controls
for regional and time-related differences in macroeconomic conditions that may affect
living arrangements decisions.”

7  Note that given the reverse causation problem between emancipation decisions and individual and
household economic situations, we also estimate three seemingly unrelated regression models for the
probability of being emancipated and the dimension of household employment deprivation and severe
poverty. Our estimations show that these risks are interrelated and should be best estimated using a model
where errors are allowed to be correlated. We use these regressions to predict the probability of a particular
youth living arrangement depending on the individual labor market situation and other household
members’ precariousness situations.
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Table 3a:  OLS and Seemingly Unrelated Regression results on emancipation for
females between 26-34 years of age (1=cohabiting), 2005-2017

OLS OLS OLS SUR SUR SUR
1 2 () (4) (&) (6)
Recession period 0.026 *** 0.031 #%*%*
Recovery period 0.036 *¥** 0.036 ***

Labour market status
(re: f-t permanent)

Studying -0.235 * -0.212 ***
Inactive 0.066 ***
Unemployed with experience -0.079 *
Unemployed (first job seeker) -0.324 *
Part timer - permanent 0.059
Part timer - temporary -0.051
Full timer - temporary -0.087
Self-employed 0.013 **
Interaction: recession x
Studying  0.005 0.003
Inactive  -0.049 *** -0.047 ***
Unemployed with experience ~ 0.011 0.013 **
Unemployed (first job seeker) -0.010 ** -0.012
Part timer - permanent  -0.015 ** -0.014 **
Part timer - temporary ~ 0.004 0.005
Full timer - temporary ~ 0.042 *¥* 0.043 %
Self-employed ~ 0.005 0.006
Interaction: recovery x
Studying

Inactive

Unemployed with experience
Unemployed (first job seeker)
Part timer - permanent

Part timer - temporary
