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Household Formation and
Housing Tenure Decisions
of Young People

‘John Ermisch, Pamela Di Salvo and Heather Joshi

Introduction

The processes of household formation and dissolution among young people
in their twenties have long been recognised as having important impacts on
the housing market and the planning of social housing. It has, however, been
difficult to study these because of the lack of appropriate longitudinal
data, which follows people over time. Analyses of people’s-living
arrangements have had to rely primarily on associations derived from cross-
section “‘snapshots” to make inferences about these processes. Similarly,
influences on people’s housing tenure decisions have usually been inferred
from comparisons among people in cross-section surveys rather than
examining the sequence of housing tenures which people occupy from the
time they leave their parents’ home.

This study fills some of these gaps in our knowledge through
analysis of the housing histories of the cohort of Britons now aged 37, who
were part of the National Child Development Study (NCDS). It studies the
sequence of living arrangements and housing tenures experienced by
members of this cohort between the ages of 16 and 33, examining when they
left their parental home for the first time, with whom they lived then, whether
they returned home, and the housing tenures occupied in their first and
subsequent moves. Not only do these data allow us to identify for the first
time the detailed patterns of household formation and dissolution by young
people and the types of housing occupied, they also provide the opportunity
to investigate how these patterns vary across people from different social
backgrounds and with different economic prospects, and how developments
in housing and labour markets influence them.

Of course, since this cohort reached their 16th birthday in 1974, and
were making their main household formation and housing decisions in the
late 1970s and the 1980s, the current relevance of the experiences of this
cohort may be questioned. We argue, however, that the estimated influences
of personal characteristics, family background and housing and labour market
developments on these decisions have contemporary relevance. We also use
information on more recent cohorts from the British Household Panel Study
(BHPS) to suggest how the patterns of household formation and housing

' The NCDS has coflected information from o cohort of pecple bom during fhe
week of 3rd-9th March 1958, In addition to monitoring thelr development over the
first weeks of their lives, they or their parents were interviewed when they were 7, 11,
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tenure may be changing among today’s young people.” Thus, the information
drawn from the experience of this cohort is not only of historical interest.

Young People’s Household Formation _
The age at which young people set up home with a partner (in cohabitation or
legal marriage) and the extent of independent living (away from parents)
among those who have not formed such a partnership play important parts in
determining the number of households operating in the housing market and
average household size. For instance, in the most recent household
projections by the Department of the Environment (1995)’", one-third of the
projected increase in the number of households during the next two decades
is attributable to changes in the proportions of people of particular ages living
with a partner and in the proportions of couples and individuals (along with
their children) who live in a household on their own. Changes in the size and
age structure of the population are responsible for the remaining increase.
Taken together, these changes produce a projected fall in average household
size from 2.47 persons in 1991 to 2.17 in 2016.

‘a projected fall in The decline in average household size comes about in large part
average household size | because of a large projected increase in the number of one-person
households, which in turn is primarily due to 2 projected increase in the
nwmber of never-married and non-cohabiting men and women. These :
projections depend on assumptions about the rate at which young people i
form partnerships, the type and duration of partnerships and the extent of
independent living by young people in their twenties who might otherwise
live with their parents. For example, “the projections assume no further _
increase in the proportion of men and women of each age and legal marital -
status who cohabit.” (DoE, 1995, p.xii) Other assumptions would produce E
different projected numbers of total and one-person households.

from 2.47 persons in
199110 2,17 in 2016’

.

#The BHPS is an annual survey following the lives of 10,000 people, rendomly selected
from throughout Great Britain, They are interviewed about thelr work, income, health,
attitudes, household living arangements, housing and consumption. The first
interviews were conductedin 1991, and there are now three waves of data
available. In the second wave, life histories concemed with work, partnerships and
childbearing were also collected,

* Department of the Environment, Projections of Households in England to 2016,

2 London: HMSO, 1995,
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These official projections of households are very influential in
planning for housing development. Thus, it is important to shed light on the
plausibility of the assumptions which go into the projections, including the
degree to which pattems of household formation and dissolution may be
affected by housing and labour market developments.

As the longitudinal data from the NCDS provide the most detailed
picture of the dynamic process of household formation by young people, we
begin by exammmg what these data tell us about the patterns of leaving the
parental home.” We also report the results of analyses of the influence of
personal characterisitics, family background and housmg and labour market
developments on these patterns. Throughout, we use more recent information
from the BHPS to suggest how patterns may have changed among more
recent cohorts of young people.

Paiterns of Leaving Home*®

Almost all cohort members (96 per cent) had left their parents’ home by the
age of 33, Women generally left home sooner than men. The age by which
one-half had left (the median age) was 20 years, 9 months for women and 22
years 11 months for men.

We distinguish four main destinations of the first move away from
home: living alone (no other adults), living with friends or others, living
with a partner (either legally martied or cohabiting) and living away as a
student. As Figure I illusirates, more women than men moved directly into a
partnership, but this was the route out the parental home for about 55 per cent
of cohort members, the vast majority of whom. were married. Another 15 per
cent moved from home to live with friends or others, and 10 per cent first

1The primary Information related to household formation and dissolution comes
from the fitth follow-up interview during 1991. In this fifth stage, an address history was
collected as part of the seli-completion questionnaire entitled “Your Life Since
1974, For each address, it records the dates they moved in and out, what other
adults shared the accommodation, and the type and tenure of the accommodation.
The analysis In this paper Is based primarily on these address histories, although we
dlso use data from the third and fourth sweeps of the NCDS fo analyze the leaving
home process in more detail.

3 The findings in this section come from Background Papers numbers 1,4 and &, Full
references to Background Papets are listed at the end of the paper.
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Figure 1. First Move from Parents
per 100 population by age 33

40 . _ . Wormen § Men

no move

scle adult with others with partner away

lived away as students (primarily before the age of 20).6 One in ten left to
live alone, 8 per cent of whom had a child.

The small minority of young people who had originally gone to live
away from home as students exhibited patterns of moves from the parental
home after completing their continuous full-time education that are
dramatically different from those who did not live away from home as
students. As Table 1 shows, approximately equal proportions of women who
had lived away as students {about two-fifths) moved to live with friends as
moved into partnerships, compared with two-thirds of women who had not
lived away as students who moved directly into partnerships. Only 29 per
cent of men who lived away as students left to live with a partner, compared
with 59 per cent of men who did not live away as students. More men who

Table 1 First Move from Home, 1958 Birth Cohort

Those who did not leave home Afler living away as
during full-time education a student
Destination Men Women Men Women
With no other aclults  14.4% 10.1% 22.6% 14.3%
With friends or others - 16,7% 16.9% 46.8% 42.7%
With a pariner 58.9% 67.4% 28.9% 42.8%

Source: Background Paper number 1.

* Our definition of “students” includes only those who were In continuous full-time
education. Others, who had a break in the education, may also have moved away
fromn their parents to study, but they will not be labelled as going to “live away as a
student” according to our definition.

“t
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lived away as students moved out of the parental home to live with friends or
others (47 per cent) than to any other destination.

Remaining in education also affects the leaving home patterns of
those who do not live away from home as students. For instance, our
analysis of the 1958 cohort indicates. that finishing continuous full-time
education at 18 rather than 16 postponed departure from the parental home
and shifted it in favour of leaving to live with friends or others (away from
partnerships). But as the median leaving age only increased by 7 months, the
- | time between leaving education and leaving home was shorter for those who
remain in education longer.

‘33 per cent of 18-year Members of more recent cohorts have rémained in education longer.
olds were in full-time | Forinstance, 33 per cent of 18-year olds were in full-time education in 1992,
compared with 15 per cent in 1979 (the 1961 cohort).” This trend clearly
should increase the proportion of young people leaving the parental home as
compared with 15 per | continvous full-time students. Analysis of the 1958 cohort suggests that it
cent in 1979’ | should also alter the home leaving patterns of young people in the direction

education in 1992,

of more moves from the parental home to live with friends and others after
completing one’s education and less direct moves from parents to a
partnership. For those who do not live away from the parental home while a
student, it also tends to postpone more recent cohorts’ departure from the
parental home to later ages.

Contemporary Home Leaving Patterns

The first three waves of the British Household Panel Study (BHPS), carried
out during 1991-1993, are used to shed light on current patterns of leaving
home and returning to live with parents. These data do not allow us to follow
a single cohort over a long period of time, as was done for the 1958 birth

. cohort, but age-specific annual leaving rates can be calculated from changes

| _ in household composition between waves of the BHPS, and they are not

subject to the recall problems which could affect the NCDS retrospective

data. These can be used to simulate the home leaving experience of a |
hypothetical cohort who experiences the age-specific rates observed during ’
the early 1990s throughout the ages 16-29,

! Participation rate of 18 year olds in education. Education Statistics for the United
8 | kingdom: 1992/98.
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Table 2 Simulated Leaving Home Patterns, BHPS

Destination: Men, per cent Women, per cent
Studlent 150 17.3
Partner 37.9 42.6
Other 37.1 36.7
Still with parents at age 30. 100 34
Total 100.0 100.0

Source: Background Paper number 5,

If the age-specific leaving rates were constant for a cohort of women
and primarily represented first departure from the parental home, then just
over half of them would have left home by the age of 21. The age at which
half of men would have departed from their parents’ home (the “median
age”) is just over 22. Thus, it appears that while women’s median leaving
age has stayed about the same as that for the 1958 birth cohort, men’s median
leaving age has declined by about 9 months.

Whom young people go to live with when they leave their parents
appears to have changed even more. Three destinations are distinguished: (1)
a student in full-time education, (2) living with a partner (but not a student),
and (3} living alone or with others, but not a student, norin a partnership.8 If
we treat the corresponding age and destination-specific departure rates as
representing first departure {which will be true for the vast majority of cases)
and as applying to a cohort, we can calculate the destination distribution of
first departures from the parental home by the age of 30, This is shown in
Table 2. )

While the destination categories are not exactly the same as those
used in the analysis of the 1958 cohort (as in Figure 1), they are close enough
for Table 2 to suggest major changes in whom young people go to live with
when they leave their parents. In the 1958 cohort, living with a partner was
the destination for 60 per cent of the women and about 535 per cent of men,
but the proportion leaving for this destination is now only about two-fifths
(38% of men and 43% of women).

* Here our definition of “student” includes onhly those who were students at two
consecutive waves of the panel. This definition is used to make it more comparable
with that used for the 1958 cohort, which defined student in terms of being in
continuous full-time education.
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Table 2 also suggests a large increase in the proportion of young
people leaving the parental home as students relative to the experience of the
1958 cohort, increasing from one-tenth to one-sixth. This is consistent with '
the more than doubling of the proportion of a cohort in full-time education at
age 18 between the 1958 and 1974 cohorts mentioned above.

Changiing Patterns of First Partnership

The type of partnership which young people enter, either directly from the
parental home or after living with others, has also changed dramaucally. The
life histories collected in the second wave of the BHPS during the last quarter
of 1992 provide information on first partnerships for more recent cohorts.
Consider two groups of cohorts: those born between 1950 and 1962, which

Figure 2. First Partnerships of Women
by Age 26 for Two Birth Cohorts

60
50—
40—
30—
20—
10—

1950-62 Cohort

Post-1962 Cohort

i L oh
Marticge Cohabitation

Pt
Still Single

contains the 1958 birth cohort, and those born after 1962. Figure 2 shows the
experience of first partnerships for women in these two groups up to the age
of 26. 1t is immediately clear that cobabitation (without legal marriage) has
become the dominant mode of entering a first partnership for the second
group. Roughly speaking, the relative proportions marrying directly and
cohabiting have been reversed between the two broad cohorts, with over half
of the more recent one having cohabited by their 26th birthday, compared
with one-guarter of the earlier cohort.

First partnerships of either kind are being postponed. We see from
Figure 2 that just over one-fifth of women born after 1962 have neither
cohabited nor married by age 26, compared with 15 per cent of women born
between 1950 and 1962, The age by which one-half of women had begun
their first partnership (the median age) increased by one year between the two
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groups, from 21 years, 4 months to 22 years, 4 months. This posponement is
consistent with the decline in the importance of partnerships as the route out
of the parental home and the stability of the average age at which young
wormen leave their parental home.

The shift in the type of first partnership is important for the
dynamics of household formation because cohabitations are much less stable
than marriages. Half of first cohabitations either dissolve or are converted
into marriage within 20 months. Among women born after 1962, two-fifths
of the first cohabitations are expected to dissolve within ten years.

Retuming to the Parental Home

The proportion of young people who live independently from their parents
also depends on the extent to which they return home. About one-fifth of the
1958 cohort members had returned home at least once before the age of 33.
The propensity to return varied greatly by first destination. Just over half of
those who went to live away as students returned, and two-fifths of those
who departed to live with friends. The majority of returns occured within
two years of the leaving date.

Estimates of contemporary rates of return to live with at least one
parent can also be obtained from the BHPS. The return rate declines steeply
with age, and it is higher for men than women below the age of 21. On
average, 4.9 per cent of men 16-29 living away from their parents return each
year, but the corresponding rate for women is only 2.8 per cent.

Influences on Leaving and Return’

Qur analyses of the factors influencing the patterns of home leaving and
return among members of the 1958 birth cohort indicate how changes in the
economic and social environment can affect these patterns. Thus, they are
relevant to other cohorts, whose leaving and return patterns may have
changed over time because of such socio-economic changes.

A young person’s abilities and family background affect the length
of time that he or she continues in full-time education. We have not analysed
these influences on education, but we would expect that those with higher
abilities and from more affluent backgrounds would remain in education

“The findings in this section come from Background Paper number 2,
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longer. On its own, this would encourage earlier departure for those who go
away 1o continue their education, but it tends to delay departure from the

parental home for those who do not go away to study. If, however, the age at '

complétion of full-time education is taken as given, our analysis found that
young people with better economic prospects (as indicated by higher
achievement test scores) and from more affluent family backgrounds (as
indicated by higher family income at 16 or a father in non-manual job) left
home sooner and were more likely to leave home to live alone or with friends
rather than with a partner. The net effect of abilities and family atfluence on
leaving home patterns depends on the magnitude of this direct effect
compared with their effect on time spent in education.

Our analysis also indicates that a tighter regiohal housing market, as
measured by higher relative house prices, strongly reduces the probability of
forming a household with a partner and slows departure from the parental
home. Thus, housing market conditions also influence home leaving
patterns, and we may expect that, all else equal, in more depressed housing
markets, such as the present one, young people leave home sooner to set up a
household with a partner, which these days is more likely than not to be a
cohabitation rather than a legal marriage.

Labour market circumstances are, however, also important. Our
analysis of the 1958 cohort indicated that periods of being out of a job
increased the departure rate from home to live alone or with friends, possibly
having to move to look for work, but they reduced men’s chances of entering
a partnership directly. This cohort was, however, able to obtain state benefits
while searching for work, but this is no longer the case for those aged under
18 from recent cohorts. Unemployment among 16-18 year olds in more
recent cohorts may be less of a stirnulus to leave home.

In addition, the unemployment rate in the regional labour market in
which one lives, as distinct from one’s own employment status, was found to
affect the timing and type of departure from the parental home. A higher
regional unemployment rate slows young people’s departure and
significantly reduces men’s departures into partnerships and women’s
chances of living with friends or others. Thus, among young men, both their

own unemployment and higher unemployment risk reduce the chances of
leaving home to live with a partner. A higher regional unemployment rate
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was also found to increase returns to the parental home. A reduction in
unemployment risk would, therefore, encourage more independent living by
young people and the formation of partnerships.

The departure rate from the parental home to move into a
partnership increased significantly when young people became parents. For
instance, if we compare a person giving birth or fathering a child at age 18
with persons who remained childless in their parental home, the median
leaving age fell by 18 months for women and 25 months for men, with four-
fifths of the young parents moving into partnerships.

Owner-occupation was the most popular destination tenure for ﬁrst
departures from the parental home, making up two-fifths of all first moves
and three-fifths of moves into partnerships. Private rental accomodation also
plays an important role for first departures, catering for one quarter of all
first moves and two-fifths of moves to live with friends or away as students.
We now consider young people’s housing tenure patterns in more detail.

Young People’s First Major Tenure”

As is well known, owner-occupation and tenancy with. local authorities or
housing associations (**social housing” for short) are the dominant forms of
tenure in Britain, and this is reflected in the housing decisions of the 1958
birth cohort. Ninety per cent of cohort members had entered one of these
“major tenures”, either owner-occupation or social housing, by the age of 33.
Sixty-five per cent became owner-occupiers while 23 per cent of men and
28 per cent of women moved into social housing. Among those whose
first major tenure was owner-occupation, the vast majority were living with a
partner at the time of becoming owners (90 per cent of women and 80 per
cent of men; most were married). We are particularly interested in when

people enter one of these two major tenures, what their characteristics are and

the influence of housing and labour market circumstances on these housing
tenure decisions.

The age at which one-half of the cohort had become owner-
occupiers was 27 years for men and 25 years 7 months for women. In 55 per
cent of the cases, the first move into a major tenure was the same as the first
move from the parental home. Thus, for the majority of cohort members, the
first major tenure and household formation decisions were one and the same.

"The findings in this section come from Background Paper number 3.
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There was, however, a large minority who spent some time in private rental
housing in the period between leaving their parental home and enlering one
of the two major tenures.

Just over two-fifths of cohort members had lived in private rental
accomodation at least once by the age of 33. The length of stay was

 relatively short, with one-half of cohort members being private tenants for

2.5 years or less. ‘

Our analysis indicates that the ultimate tenure destination, the timing
of entry to a major tenure and the use of private rental housirig varied with
social backgroun'd. Not surprisingly, young people whose parents were -
owner-occupiers or whose fathers were in non-manual occupations were
more likely (o become owners. Women whose parents were OWners also
entered one of the major tenures more quickly.

Entry to one of the major tenures was, however, slower among
people whose fathers were in non-manual occupations. As our househeld
formation analysis indicated, this is not because people with middle class
parents left the parental home later. Indeed, for a given age at leaving full-
time education, they Jeft sooner. Their later entry to owner-occupation or
social housing reflects more time renting privately. They were more likely to
rent privately and they also spent more time in private tenancy before
entering either owner-occupation or social housing. Fifty-three per cent of
those with a father in a non-manual occupation have ever been a private
tenant, compared with thirty-five per cent of those whose father had a manual
job. The average length of private rental spell was 7 months longer for those
whose fathers had a non-manual job (43 months, as compared with 36
months).

Labour market circumstances also affect housing tenure decisions.
Higher regional unemployment slowed down entry into either of the two
major tenures. In large part, this reflects later departure from the parental
home in poorer regional labour markets. Having a job and better earnings
prospects also increased the monthly chance of becoming an OWner-occupier.

Housing markets appear to have less of an effect on tenure
decisions. While women whose parents were social tenants delayed entry to
a major tenure in tighter regional housing markets, regional house prices had
fittle impact on the likelihood of becoming an owner in our analysis.
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Table 3 Women’s First Tenure Pctterns and Parenthood,

1958 Birth Cohort

Parents in social housing at age 16: _
Percentages entering fenure by age 33:

Median time Percent  Percent Per cent
fo first tenure Qwners Soclal - Neither
rmonths housing

Childiess before first '
major fenure 104 65.7 19.2 15.1
Birth af age 18
in martiage 90 514 39.8 8.8
Birth at 18 prior
to partnership 109 19.5 60.3 20.2

Parents owners ot age 16:
Percentages entering fenure by age 33:

Median time Per cent Per cent Per cent
to first tenure Cwners Sccial Nelther
months housing

Childless before first
major tenure 82 83.6 14.9 1.5
Birth af age 18
in marriage 68 65.1 34.6 0.3
Birth at 18 prior |
to partnership 67 55.5 442 03

Source: Background Papet number 5.

Parenthood shifts tenure patterns dramatically. As Table 3
illustrates, our analysis found that young married couples who had a child
moved into one of the major tenures much sooner than those who remained
childless until after entering a major tenure, and the chances of becoming a
social housing tenant increased dramatically as well. The illustration in
Table 3, which is derived from our modelling efforts, compares female cohort

members who remain childless before entering a major tenure with women
who have their first birth within marriage at the age of 18. The differences




