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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
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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.
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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 childre