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Abstract

There is an increasing amount of research focussing on the transtion to adulthood, a
stage of the life cycle where young people face demanding life decisions, including
completion of education, finding stable employment, and establishing their household
and family. Whereas there is a well-devel oped literature on poverty among households
in genera, very little research has focused on poverty among young adults. Using the
European Community Household Panel (ECHP) we provide a detailed description of
youth poverty in Europe. Across the European Union youth poverty varies grestly,
being higher in Southern European countries, as well asin the ‘liberal’ regimes of the
UK and Ireland. However, there are aso large variations in the extent of youth poverty
within countries, between what we might term “younger youth” (aged 16-19) and
“older youth” aged (25-29). In the UK, poverty rates among “younger youth” are much
higher than among “older youth”, suggesting that poverty among young people is
closely associated with child poverty. In the Scandinavian countries, poverty peaks
dramatically in the early twenties, indicating that in these countries, poverty is
associated with leaving home.
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1. Introduction

Over the last decade a considerable amount of research has focussed on the transition to
adulthood, a stage of the life cycle where young people face demanding life decisions,
including the completion of education, finding stable employment, and establishing
their household and family. The transtion to adulthood in the Western world has not
followed a consistent trend. Modell et d (1976) show that between the nineteenth and
the mid-twentieth centuries, the trangtion to adulthood became more temporaly
organised and more predictable. In the 1950s and the decades immediately following,
the transition to adulthood continued to occur in a reasonably ordered and predictable
fashion, with al 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, Marsden and Strang 2001), and menta health
(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
(Hansen2003).

Whereas a great deal of research exists about the multiple dimensions of
vulnerability facing young people, much less has been written about how the often
precarious situation of young people maps on to their economic situation, and the
degree of poverty experienced by young adults. Thislack of research on poverty among
young people is particularly striking when viewed againg the rather large body of
research on poverty among 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 VVan den Bosch 2002, and many others).

For individuals at the very start of the transition to adulthood, the factors
associated with youth poverty are smilar to the factors associated with child poverty
(Beaujot and Liu 2002; Cantillon and Van den Bosch 2003).The majority have no
incomes of their own, and their risk of poverty isthuslargely 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
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associated with youth poverty become more complex. Young peopl€'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 peopl€e'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; 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 againgt
poverty — although conversely, the extra burden their presence places on household
finances may throw the whole household into poverty. 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, increasng household equivalent income to a level higher than it would
otherwise have been (Canto-Sanchez and Mercader-Prats 1999).

This paper documents the pattern of youth poverty in Europe. Though our analysis
is cross-sectional and descriptive, it fills an important gap not only in the poverty
literature but also the literature concerned with transition to adulthood. Our anadysis
sheds light on how the complicated nexus of living arrangements, economic status and
income impacts on poverty for young people across Europe.

Most of the analysis in this paper 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:

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

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

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

http://www.demographi c-research.org 23
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Ferrera (1996) proposes the addition of a fourth category for the Southern
European countries which were excluded in Esping-Andersen’s original typol ogy:

a ‘Southern’ group of ‘residual’ welfare states, typified by low levels of welfare
provision, and ardiance on the family as alocus 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 anaysis 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?

The paper is structured as follows. We first discuss definitions of “youth”, and
assess the definition most appropriate for this analysis. Next we provide areview of the
literature relating to poverty among young people. We then introduce data from the
European Community Household Panel (ECHP), which is used for analysis in later
sections of the paper, before focussing specifically on poverty. We present an analysis
of young peopl€'s vulnerability to poverty, relative to their counterparts in other
countries, and aso relative to other age groups in their own countries. We also assess
the relative risk of poverty on young people by family status and employment status.
The last section concludes and offers an agenda for future research on youth poverty.

2. What isyouth?

One reason why youth poverty is such a difficult issue is because there is no unigque 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 lifecycle 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

“ The United Nations General Assembly defined ‘youth’ as those persons falling between the ages of 15 and
24 yearsinclusive. This definition was made for International Y outh Y ear, held around the world in 1985.
All United Nations statistics on youth are based on this definition, asillustrated by the annual yearbooks of
statistics published by the United Nations system on demography, education, employment and health.
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(Catan, 2004), and the Joseph Rowntree Foundation’s Young People programme | ooked
at those aged 16-25 (Jones, 2002). Nationa 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, and 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. These transitionsinclude, but are not limited to, completing on€’ s education;
finding a job; leaving the parental home; forming a marital or cohabiting union; and
having one's own children (see, for example, Schizzerotto and Lucchini 2004,
Furstenberg 2002, Billari 2001)

Towards the middle of the twentieth century, these transitions took place close
together for most people, during the late teens or early twenties. Hence, a definition of
youth as starting around the mid-teens and ending around the mid-twenties would have
encompassed the entire transition from childhood to adulthood for the majority of
people. However, this is no longer the case. In recent decades, the transition to
adulthood has become more protracted, with many of the traditiona markers of
adulthood occurring later, sometimes not until the early thirties or beyond. Schizzerotto
and Lucchini’s (2004) analysis of birth cohorts over a 60-year period show that
throughout Europe, the age of leaving school has increased as educationa standards
have improved — for al groups, but most dramatically for Southern European women,
who towards the end of the 20" century were spending around six years longer in
education than at the beginning of the 20" century. As a result of this, and aso as a
result of increasing spells of unemployment among young people, the entry to first
employment now occurs later —in France and Italy over six years later at the end of the
century than at the beginning. Leaving home is also occurring increasingly late (see
Corijn and Klijzing 2001 for data on this and other demographic transtions, covering
10 European countries). An extreme example of late home-leaving is Italy, where the
median age for leaving home is amost 30 for men: by age 24, only a small fraction of
men have left home. Likewise, in many countries, late fertility isincreasingly the norm:
in the Netherlands, the mean age for a fird birth among women is 29 and only a
minority of women (or men) have become parents by their early twenties (lacovou,
2002).

Clearly, a definition of “youth” which ends at the mid-twenties fails to include
large numbers of people who have completed many (or, indeed, any) of the transtions
to adulthood. Because of this studies which conceptualise youth as a process of
transition often include individuals in ther analyses who are rather older than those
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considered as “young” by the conventional definitions. One of the very few existing
studies devoted specifically to youth poverty also adopts a higher upper age limit: in
this case, 29 years (Cantd-Sanchés & Mercader-Pratz, 1999). In this paper, we follow
the approach of adopting a wide age range for youth®, from 16 to 29, bresking this
down into three subgroups. 16-19, 20-24, and 25-29.

3. Poverty among youth: theliterature

3.1 Child poverty

We have aready remarked that in contrast to the lack of research on youth poverty,
there exists an extensive and well-developed literature on child poverty. Findings on
child poverty are relevant to the study of youth poverty for two reasons. Fird, as
already remarked, those at the start of the transition to adulthood are similar to children,
differing only in terms of a year or two in age. Second, older groups of young people
are likely to have young children themselves, and therefore child poverty impacts on
their households, as parents.

Child poverty rates vary widely between countries. Income transfers and other
welfare state services are clearly important for the living standards of poor children, and
these have been the focus of much previous research on child (and adult) poverty.
Bradbury & Jantti (1999) examine the historical, politica and economic devel opments
that have led to the different structures of welfare state ingtitutions, and characterise
countries as ‘welfare leaders’, which tend to have low poverty rates, and ‘welfare
laggards' which have much higher child poverty rates. In this context, the English-
speaking countries stand out: even though they are usually categorised as ‘welfare
laggards' because of their low aggregate levels of social expenditures, the tight
targeting of this expenditure means that in most cases (with the exception of the US)
they actually provide quite substantial income transfers to their most needy children.
The living standards of these children, however, remain relatively low because of low
labour market incomes. The higher living standards of the most disadvantaged children
in the ‘welfare leaders (particularly the Nordic countries) is due to the higher market
incomes in these families. Because of their well-known rigidities, continental European
labour markets do a better job in providing resources to the most disadvantaged
children.

® The full range of ECHP dataisavailable only for individualsaged 17 and over, though data on household
sructureisavailable for 16-year-olds.
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Two important determinants of child poverty are living with a lone mother, and
maternal employment. Children are generally more likely to be poor if living with a
lone mother (Garfinkel et al. 2004) — athough, as we show in the following section,
poverty rates among lone mothers vary between countries. Maternal employment may
also be a key determinant of child poverty: other things being equal, families where
mothers have paid jobs are less likely to experience poverty than those where the
mother does not have a job. However, as Chen and Corak (2005) show, maternal
employment may not be sufficient to raise a family out of poverty in the absence of
sufficiently high wages or ingtitutiona support.

3.2 Poverty among youth

The relatively small number of studies focusing on poverty among young people are
based mainly on two data sources: the cross-sectional Luxembourg Income Study (L1S)
and the longitudinal European Community Household Panel (ECHP).

lacovou and Berthoud (2001), using data from the ECHP, find that across Europe,
the risk of poverty falls with age over the age range 17-30. They find that various
factors - being in employment, having a working partner, and living in on€e's family of
origin - protect against poverty, and that the risk of poverty is highest for those people
for whom none of these protective factors is present. Young people in the social
democratic group of 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) use LIS data to study variationsin poverty rates over the
life cycle in eight OECD countries. They first analyse poverty rates by age group alone,
and find high poverty rates among those under 25. They then consider 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 —in some countries more than others.

Smeeding and Ross Phillips (2002) use LIS data from seven countries (France,
Germany, Italy, Sweden, the UK, the US and the Netherlands) to analyse the economic
sufficiency of young peopl€' s earnings, and the incidence of poverty on young people.
They find that in al 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 —
though wages for this age group in Britain are rather higher than elsewhere. Even when
social transfers 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 income sufficiency increases markedly through the early twenties,
poverty rates decline much more slowly over this age group, indicating that young
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people with low earnings are protected from poverty to a degree because of living with
their families of origin.

Fahmy (2002), using data from the 1999 Poverty and Social Exclusion Survey of
Britain, finds that on a range of five poverty measures, those aged 16-24 are more
likely to be poor than those aged 25-34 years. For example, using a standard measure of
poverty based on 60% of median income and the OECD equivaence scale, 33% of
those in the 16-24 age group were poor, compared with only 16% of those aged 25-34
years.

The European commission report on poverty (Eurostat 2002) is based on ECHP
data. Across Europe, the incomes of young people below age 24 are below nationa
averages. the only groups poorer than young people are children and older people over
age 65. Using an alternative approach which assesses the risk of poverty as a function
of an individual’s position in the income distribution, young people appear at even
greater risk of poverty relative to other groups: this relative risk is particularly high in
Scandinavian countries. Young people are also at higher risk of non-monetary
deprivation than older groups — though the differentials in risks are less marked, which
may be related to the fact that many young people continue to rely on support from
parents through transfers-in-kind.

33 The deter minants of poverty among youth

Family structure is an important determinant of youth poverty. We have already
referred to the protective effect of living in the family of origin found by lacovou and
Berthoud (2001). Therisk of poverty is also elevated for households in which the head
is female, young or a sngle parent (OECD 2001). Mger (2000), using the ECHP, finds
that single parents, who are often young adults, have some of the highest poverty rates,
especially in the UK.

Smeeding et a (1999) and Berthoud and Robson (2003) confirm that in most
Anglo-Saxon nations, single parenthood is a strong risk factor for youth poverty. In
both the US and the UK, former teen mothers are markedly more likely than women
who first gave birth in their twenties not to be in work and to be in the bottom fifth of
the income distribution. Teenage motherhood is much less common in continental
Europe, but it is till the case that former teen mothers fare much less well on averagein
later life.

Labour market factors such as unemployment and low pay are risk factors for
poverty among young people. Canto-Sanchez and Mercader-Prats (1999) study entry-
level jobs held by new school leavers (aged 16 to 29) one year after leaving education
in different selected European countries, and find that the labour market varies
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markedly between countries. The key role of education has also been highlighted by
Pavis, Platt and Hubbard (2000), who point out that smply getting a job is not enough
to avoid social exclusion: even if they find ajob, those with low educational levels may
remain trapped in poorly paid low quality employment.

The exigting literature demonstrates that youth poverty is likely to be an issue
worthy of research, and that substantial cross-country variations are to be expected. We
build upon the literature in this paper by providing a detailed account of youth poverty
rates across Europe, and by investigating the relationship of youth poverty to aspects of
family structure such as living with on€'s parents, and lone parenthood; and to the
young person’ s employment status.

4. Data: The European Household Panel Survey (ECHP)

The data we use for our analysis come from the European Community Household Panel
(ECHP), a set of comparable large-scale longitudinal studies set up and funded by the
European Union. The firg 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
joinersto the project: Austriajoined in 1995, Finland in 1996 and Sweden in 1997. All
countries except Luxembourg and Sweden are included in the analysis. Luxembourg is
omitted because of an extremely small sample, Sweden because the data do not form a
panel. Although the analysisin this paper is cross-sectional (therefore not involving any
need for longitudina data) the income measure which we use for our analysis, and
which we describe later in this section, does require longitudina data. Eight waves of
the ECHP were collected in tota (fewer for late-joining countries), with the last wave
collected in 2001.

Income datain the ECHP is very detailed. Each individual is asked about hisor her
income from earnings, private and state pensions and benefits; and other sources, such
as rental and investment income, and private transfers. Additiondly, information is
gathered about any other income (nearly always a rather small proportion) accruing to
the household rather than individuals within the household, and the assumption is made
that thisincome should be attributed equally to each individual living in the household.

However, al 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 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 there is a temporal mismatch between most of the data in Wave 1, and the
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income data collected in Wave 1. This degree of mismatch varies depending on the date
of the interview, but on average it is well over six months: over haf of all ECHP
interviews were conducted in August or later in the year.

This presents a problem when computing household equivalent income, for the
following reason. Suppose we wish to calculate a household's total income in 1995
(Wave 2). Adding together theincomes reported at Wave 2 for dl 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. Thisis not the same as
the household's total income in 1994, because household composition may have
changed between 1994 and 1995. For population groups for whom household structure
is relatively stable, the problems arising from this inaccuracy may not be serious.
However, for young people, for whom household structure is likely to be fluid, and
highly dependent upon the sufficiency of current incomes, the problems are potentially
serious.

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 individual s present at
year t.

Consistent with many previous studies, we define the poverty threshold to be 60
percent of the net equivalised household income as specified above. If the household
income falls bel ow this threshold an individua is defined as poor. Our poverty measure
is thus relative, which facilitates comparisons between countries, even countries with
differgnt per capita incomes (see for ingance Layte and Whelan 2002; Whelan et a
2003)".

In order to maximise sample sizes, we use pooled data from all available waves for
each country. Because of the way we have computed income data, 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 this pooled data means that we generate estimates of poverty rates approximating
to the mean poverty rates in each country over the yearsin question. In fact, of course,
poverty rates do change over time, and our estimates may mask this. In order to assess
whether this was a serious problem, we compared youth poverty rates over thefirst two

® Some authors, for example Berthoud (2004) and | mmervoll, Sutherland and de Vos (2000) use a poverty
line based on an EU-wide measure of median income: however, the usual practiceisto use country-specific
median income. A problem of using relative poverty is the choice of an appropriate poverty threshold. Often
athreshold of 60 per cent of the median is chosen, but many papers also use alternative poverty thresholds of
40, 50 and 70 percent of median net household income (see Whelan et al 2003). In this paper, for
consistency with the Eurostat definition, we use 60 per cent of median income asa main poverty indicator
(see Aassve et al 2005 for analysisalso using these other thresholds).
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years of the sample with youth poverty rates over the last two years. We found that
poverty rates had fallen somewhat in al countries over the period concerned, but that
rankings between countries were almost identical over the period.

5. Patterns of poverty among youth in Europe

5.1 Age-poverty profiles

Figures 1 to 3 present smoothed data on 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.

Figurel: Poverty ratesin the UK, Ireland and the Social Democr atic countries
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Figure 2: Poverty ratesin the UK and the Conservative countries
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Asis clear from these figures, 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 (Micklewright 2004, Bradbury and Jantti 2001, 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 genera poverty ratesin
Europe (in Finland and Denmark, poverty rates are well under 10% over most of the
age range considered) and in contrast to the UK, child poverty rates are very low.
However, in al social democratic countries, poverty rates peak dramatically in the early
twenties, rising to almost 20% in Denmark, and almost 30% in Finland. These are some
of the highest youth poverty rates in Europe, and are particularly striking in the context
of low overall poverty ratesin these countries.

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 (see Figure 4), and are therefore unlikely to have high enough earnings at the
time of home-leaving to protect them againg 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.
There isno space in this paper to pursue these questions further, but they will provide
an interesting avenue for futureresearch in thisarea.

The Conservative countries (Figure 2) exhibit much flatter poverty-age profiles —
at least up till retirement age. In these countries, child poverty rates are dightly higher
than those for prime-aged people, but much lower than child poverty rates in the UK.
Y outh 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 Mller et al. 1998). This, in combination with the fact that
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young peoplein these countries tend | eave 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
Italy for the younger group, and in Portugal and Greece for older people. In al Southern
European countries, child poverty rates are higher than in the other groups of countries,
except the UK and Ireland. Y outh 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 islow
in Portugal, intermediate in Spain and Greece, and very high in Italy (see Aassve et a
2005). 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 (possibly associated with older teenagers increased contribution to the
equivalence scale), and fall throughout the twenties.

5.2 Poverty and leaving home

Living arrangements affect the incidence of poverty for two principal reasons. Firgt, via
the numerator of the household equivalent income calculation: young people living
alone will have only their own incomes contributing to the numerator, whereas those
living with other adults will have the incomes of the other adults contributing. Second,
via the equivalence scale, which serves as the denominator of the household equival ent
income calculation: this denominator will be 1 for young people living aone, and
greater than 1 for those living with other people — whether adults or children. Because
additional household members feature in both the numerator and denominator of the
calculation, itisnot clear a priori what effect they will have on poverty rates. However,
we may expect that in general, additional adults in employment will increase household
equivalent income, whereas additional adults without employment, and children, will
decrease it. The age at leaving home, and living arrangements on leaving home are
highly diversein Europe (see Aassve et al. 2003 and lacovou 2002 for detailed accounts
of this), and as we shall show later, these variations are closely linked to poverty rates.

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.

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
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left home isto be found in the UK, where it stands at nearly 12%, compared with 7% in
the Scandinavian countries and 3% or lower in the Southern European countries.

Figure 4: Per centage of young people who have left home,
by age group and country
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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% 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, with the exception of the “liberal” cluster,
where the UK occupies an intermediate position between the social democratic and
conservative clusters, while Ireland shares all the features of the Southern European
countries.

We now consider how poverty rates are linked with residential status. Figure 5
shows poverty rates by whether a young person is ill living in the parental home, for
three age groups: 16-19, 20-24, and 25-29. The grey lines indicate poverty rates among
those young people who have left home, and the black lines indicate poverty rates
among those remaining in the parental home. For each country, the left-hand column
indicates poverty rates among those aged 16-19, the middle column indicates poverty
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rates among those aged 20-24, and the right-hand column indi cates poverty rates among
those aged 25-29.

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 al 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 a
home and those who have | eft home (ig, 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 islowest
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 rather
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
differentialsin poverty rates are not as high asthey 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 peopleliving
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 young people aged
20-24, Figure 6 shows a scatterplot of differences in poverty rates between those at
home and those who have | eft home, against the proportion of those still living at home.
The relationship between the two variablesis apparent, and the correlation coefficient is
0.89 between the two variables measured at a country level.

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 and
heterogeneity. This simple descriptive analysis has compared the situation of those who
have left home to 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, which may underlie a selection effect in the home-leaving decision.
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Figure5: Poverty rates, by whether young people live with their parents
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Figure6: Differencesin poverty rates between those who have and have
not left home, by the proportion of young people who have left
home (those aged 20-24)
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5.3 Single-per son households

Those countries where home-leaving is the earliest are aso those countries where
young people are the most likely to live in single-person households (lacovou 2002a).
Poverty rates in this paper are adjusted for household size using equivalence scales, but
the choice of equivalence scales is in some sense arbitrary, and it may be that the
differences in poverty rates between countries are driven by differences in household
composition. For example, it may be that the very high poverty rates observed among
young people in the social democratic countries in the early twenties are simply an
artefact of the fact that they are much morelikely to live aone.

Figure 7 shows poverty rates broken down by household type, for 20-24 year olds
who do not have children (across Europe, only 7% of young people in this age group
have children, and poverty rates among young people with children is dealt with in the
next section).

Figure7: Poverty rates of 20-24-year -olds, by household composition
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In al countries, young people living alone are most likely to be poor — in most
cases, by quite alarge margin. In Finland and Denmark, those living as part of a couple
are more likely to be poor than 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 peopleit is not living with
parents per se which is protective againg 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 countriesisto a degree attributable to the high proportionsliving 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 smilar magnitude. Thus, the very high poverty rates observed in
the social democratic countries are not smply a compositional effect driven by young
peopl€'s living arrangements, but rather they relate both to high proportions of young
people living alone, and high poverty rates among those who do live done.

5.4 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 to their
childless counterparts. Figure 8 presents poverty rates for two groups of young people:
those aged 20-24 (among whom only 7% live with children), and those aged 25-29
(among whom 27% 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, therisk of poverty isamost 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 |ower risk of poverty than single adults. Lone parents
appear worst off relative to single adultsin the Southern countries (where there are very
few lone parents), and adso in Germany and (for the older age group) the UK and
France. In al 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.
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5.5 Poverty rates by activity status

Aswdl asliving arrangements, a young person’srisk of poverty is liable to be affected
by his or her activity status. Students, the unemployed, and those looking after homes
and families or otherwise economically inactive, will be without earned incomes of
their own, and thus will be at higher risk of poverty than thosein work. And, of course,
all these groups are highly represented among the young: students mainly in the
youngest age group, the unemployed mainly in the middle age group, and other
economically inactive predominantly among women in the oldest age group.
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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 genera the least likely to be poor. For the
older two age groups, thisistrue for all countries, with the effect particularly marked in
the oldest age group, for whom poverty levels among those in work are under 10% in
al countries, and well under 10% in most. However, for the youngest age group,
poverty levels for those in work are considerably higher. Only in Denmark are they
under 10%, and in Finland, Belgium, Spain and Greece they are over 20%. In severa
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 parenta home
compared to those with a job, but it also raises questions about the sufficiency of young
peopl€' s wages.

Figure9: Poverty rates by activity status
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It isworth devoting particular attention to the social democratic countries, since as
we have previously remarked, they have particularly high rates of youth poverty, and as
Figure 9 shows, they demonstrate a rather 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 overal rates of poverty in these countries? In Denmark, the rate of poverty
among those in work, the unemployed and the economically inactive are generaly
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 anong the other occupational
groups 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 economically
inactive, but tend to be high among the unemployed and those with jobs. Since the
numbers economically inactive are small relative to the other groups, it appearsthat the
main driver behind youth poverty is student poverty, but that poverty among those with
jobs and the unemployed also contribute.

6. Conclusions

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 to
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 aimost 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.

There are severa key findings in this review. Y oung peopl€e’s living arrangements
and activity status varies widely between countries, with these variations being reflected
in the risk of poverty experienced by young people in each country. Living in on€'s
family of origin, or living as a couple but without children, tend to protect young people
againgt poverty, whereas living alone, or as a lone parent, tend to increase the risk. Not
having ajob, whether oneisa sudent, unemployed, or out of the labour force, increases
therisk of poverty, while having ajob 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 a ahigher 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, 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 to other age
groups in their own countries. In Italy, youth poverty rates are very high in comparison
to other countries, and also in comparison to other age groupsin Italy.

In aimost 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, thisis 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 study has been 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. A range of potentia research questions can be derived
from this study. This paper has touched only marginally on gender differences in
poverty rates. This is potentially an extremely important issue and one that deserves
prompt attention. We have found that the risk of poverty is associated with employment
status, but we have not examined the impact of insecure or other non-standard
employment on youth poverty. Nor have we looked at wage distributions and the
impact on low wages. lacovou and Berthoud (2001) provide evidence that the very
highest risk of poverty arises at particular intersections of family and labour market
situations. We have not explored these interactions in this paper, but this is clearly a
fruitful avenue for further research. This paper has dealt only with cross-sectiona
statistics of a descriptive nature. Clearly thisisonly afirst step, and says little about the
processes behind youth poverty. As a panel data set, the ECHP lends itsdlf to analysis
of the longitudinal aspects of youth poverty.

One smple exercise which we have suggested, particularly in relation to youth
poverty in the social democratic countries, isto examine the length of spellsin poverty.
If high youth poverty rates at a nationd level are caused by a majority of young people
experiencing a year or two in poverty, with a high probability of exit thereafter, this
denotes a far less serious problem than a smaller “underclass’ subject to persistent
poverty, and a low probability of exiting poverty. Additionally, it would be useful to
look at the events which trigger entries to and/or exits from poverty, rather than the
situations with which poverty is associated in a cross-sectiona context: losing or
gaining ajob, finding or splitting from a partner, childbirth, and so on.
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In this paper, we have focused on measures of relative poverty based on
percentages of national median household equivalent income. Although these measures
are widely used, they are subject to a number of criticisms, and there is a case for
repeating the analysis using alternative measures of poverty. In the ECHP, subjective
measures of economic sufficiency, and measures of material deprivation, are available.
There is some evidence that the high rates of poverty experienced by young people
living alone are the function of equivalence scales. This could be addressed by |ooking
at aternative measures of poverty, such as subjective measures, or by experimenting
with alternative equival ence scales.

Finally, while many of our findings in this paper have potentially important
implications for social policy, space has not permitted a discussion of these policy
issues. Further research could usefully investigate whether youth poverty is an area
which should be given priority by policy-makers; and if so, how the issue would be best
addressed. Our findings may appear to suggest that measures to prolong young people's
residence in the parental home would be beneficial to young people's economic
situation. However, such measures would be unlikely to meet with public support,
particularly in those countries with a tradition of early home-leaving (which are
precisely those countries where youth poverty is most of a problem). There are a
number of other areas where policy interventions may benefit young people: these
include the labour market; tax and benefit systems; and housing markets. Again,
assessment of these possible interventions is beyond the scope of this paper, but would
provide fruitful avenues for further research.
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