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NON-TECHNICAL SUMMARY

The fact that young individuals in Social Demoaratountries (i.e. Scandinavian) face a
higher poverty risk compared other European coestis unexpected. With generous and
universal welfare benefits, one would expect yquakierty to be much lower in these countries.
The rather recent literature on youth poverty destrate that out of the many events that take
place in young individuals’ lives - such as comipletof education, entering the labour force,
getting married and having children - it is the®ivof leaving the parental home that is by far the
most important driver behind youth poverty. One amtant answer for why youth poverty rates
are so high in Scandinavia lies in the very facittikompared to other countries, young
Scandinavians tend to leave home at a much eatjer However, the poverty experience of
young Scandinavians is generally short lived, inmgythat poverty by itself may not be a good
measure of youth disadvantage.

In this paper we construct an alternative measfirgpoung adult’s poverty experience,
which we argue is a better measure of social dedhge among youth. The measure is based on
the number of periods an individual is recordecbéobelow the poverty line. Using observed
poverty spells from the European Community PaneV&u(ECHP) we construct a three group
classification as follows: 1) never poor, 2) sdgialulnerable, and 3) persistently poor. On the
basis of this definition we implement a generalipedinal logit model from which we assess the
various factors associated to the permanence iarpguncluding education, living arrangements
and labour market status.

The analysis shows that high rates of poverty doneeessarily translate into stronger
permanence of poverty. For instance, there ig létlidence to suggest that poverty permanence is
higher in Scandinavian countries, despite them rwaviigher poverty rates. Thus, the poverty
experience resulting from leaving home at an eagly, does not translate to any long term youth
disadvantage. Thus, generous welfare provisionaaneiffective labour market is able to stave off
youth disadvantage.

Whereas previous studies have reported signifigantler differences in poverty rates, our
analysis shows that such differences are much wewelken it comes to poverty permanence. On
the contrary, controlling for a range of backgrouadtors, young women are less likely to
experience poverty permanence and hence youthwdistadje.

Generally speaking, higher levels of educationsairengly associated with lower levels of
persistent poverty. By comparing different welfaggimes, it is apparent that the importance of

education is greater in Conservative and Mediteaarcountries.
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ABSTRACT

Previous studies suggest that Scandinavian coardri the ones with the highest rates of youth
poverty in Europe. This somewhat unexpected fingiragnpts the question whether the incidence
of poverty is an appropriate measure of youth digathge. Instead of considering poverty rates
we define here youth disadvantage in terms of tihmbrer of periods an individual is recorded to
be below the poverty line. Using the European ComtgyuHousehold Panel, individuals are
classified into different groups of poverty permace each reflecting severity of social
disadvantage. Based on these categories we implenganeralized ordinal logit model to assess
the various factors associated with social disathgen among youth. In contrast to previous
research, we find little evidence to suggest tloaing individuals in Scandinavian countries suffer
higher levels of social disadvantage. Moreover éhiex no significant gender difference in
Conservative and Social Democratic welfare regirbas significant difference in Mediterranean
and Liberal countries. As previous studies suggegising individuals’ living arrangements
matter.
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1. Introduction

There is now a well-developed literature on houkkhmoverty, including specific
subgroups such as children and older people. Irrasin the literature orlyouth poverty is
emerging only now (lacovou and Berthoud, 2001; &asst al 2005a; 2006; lacovoet al,
2007). One of the most remarkable findings fromséheecent studies is that youth poverty in
Social Democratic countries (measured by Denmatk Rinland) are much higher than in any
other European country. This is not only the casmfa cross-sectional point of view, but also in
the dynamic perspective: young individuals in Slobi@amocratic countries are considerably more
likely to enter poverty than is the case in anyeotlituropean country. The studies also
demonstrate that out of the many events that tdeepin young individuals’ lives, such as
completion of education, entering the labour foigetting married and having children, it is the
event of leaving the parental home that is byHarmost important driver behind youth poverty.

The fact that young individuals in Social Demoaratountries face a higher poverty risk
than in other countries is certainly somewhat ueetgd. With generous and universal welfare
benefits, one would expect youth poverty to be muoualer in these countries. Why then are youth
poverty rates so high in Social Democratic cous®i®ne important answer lies in the very fact
that young individuals in these countries tendeave home at a much earlier age than young
adults in other countries. This raises another ttuesis youth poverty a reflection of a real
disadvantage? In some countries there are goodneas believe that it is not. Two other
important questions have to be answered here. il§tecbncerns the way economic disadvantage
is measured. It seems clear that in terms of ypatrerty the use of poverty prevalence or simple
poverty dynamics may not reflect a true or realistieasure of youth disadvantage. Is it really a
fact that young individuals in Social Democraticuntries face stronger hardship than their
European counterparts? The answer is probably paeMer, what is clearly needed is a more
representative measure of economic disadvantagesdd¢ond question is: does leaving home lead
to higher disadvantage; is this equal across diianeregimes? and do young people leave home
at an earlier age because they know that any equexiof poverty will be short-lived, given the
strong social protection and excellent work prosgiedassveet al. (2007) give some answers to
this question: they argue that young individualsSoctial Democratic countries are able to leave
home earlier because they are somehow aware thatlenine in their economic wellbeing is
likely to be of a temporary nature.

In this paper we argue that a more appropriate unedsr economic disadvantage can be
provided by constructing a measure of persistenegp. That is, experiencing poverty in any
given time period may not represent a severe de#dge if it is unlikely to ever happen again. In



contrast, an extended spell of time spent belowpineerty line will for most individuals be
considered as economic disadvantage and drive thesocial exclusion. The distinction is of
course important from a social policy perspectiespecially if patterns of temporary poverty
diverge significantly from patterns of persisteowerty. Thus, our interest lies in whether high
youth-poverty rates (from a cross-sectional poifitview) are mirrored by higher rates of
persistence. Moreover, do temporary and persigtenerty have the same determinants? These
guestions are of paramount interest to policy maksince those experiencing several spells of
poverty in a persistent manner are the ones tlatast vulnerable, and therefore need policy
makers’ attention most.

This paper addresses the issue of measuring distdsaexplicitly by using information
from the European Community Household Panel (ECEIRyey. The survey is longitudinal and
contains rich information about incomes, labourcéorbehaviour, and other demographic
characteristics of the respondents. In contrasthéo previous literature on youth poverty we
construct here a measure of permanence in powehnigh is based on a summary measure of the
number of time periods an individual is recordeghasr and of the observegquencesf poverty
(and non-poverty) spells and we explain the maatofa associated to its patterns. Given this
measure, the analysis provides detailed informaéibaut dissimilarities across countries and
different groups.

The paper is structured as follows. We first discti®e issue of poverty among youth,
which forms the contextual framework of our anaysiVe undertake a brief review of the
literature concerning the permanence of poverty ésdleterminants. Next we introduce the
ECHP and explain our definitions of permanence o¥epty. The empirical analysis is then
undertaken by implementing a Partial Proportionad® Ordered Logit Model (PPOOM)
emphasizing the relationship between our measungerdistency in poverty and demographic
characteristics, living arrangements, employmeatust and other relevant individual dimensions.
The analyses are carried out using a classificatioaleven countries according to their social
welfare regime typology.

Not unexpectedly we find that low education, liviwghout a partner, leaving the parental
home and being without work are important risk destfor permanence in poverty. However,
comparing countries, we find that the Dutch andiBfaijSocial Democratic) welfare systems are
those best able to smooth out any detrimental &ff'lom these sources. In the Mediterranean
welfare regime countries, there is no significasgagiation between leaving the parental home
and the experience of long-run poverty. Here, Gvimith parents is likely to be an important
factor in avoiding persistent poverty. An importaimding is that economic disadvantage
measured in terms of persistence does not reflexthigh rates of youth poverty in Social

Democratic countries as reported in the previdiesdture. Whereas simple tabulations show that
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women are more likely to experience persistent ggyvand therefore economic disadvantage,
this effect disappears in our statistical modellimgere we control for a range of background

variables.

2. Background

The rather limited literature on youth poverty @prehensively surveyed in lacovou and
Berthoud (2001) and Aassve et al. (2005a and 20B03®6). We start by giving a brief summary
of the main findings. The great majority of exigtistudies are based on either the cross-sectional
Luxembourg Income Study (LIS) or the longitudin&HP. lacovou and Berthoud (2001), using
data from the ECHP, find that across Europe tHeaigoverty falls with age over the age range
17-30 years. They find that a range of factorsindpén employment, having a working partner,
and living in one’s family of origin - protect agat poverty, and that the risk of poverty is highes
for people for whom none of these protective factsr present. Young people in the Social
Democratic group of countries are most likely tovéhano protective factors present and most
likely to be poor, given the absence of these ptivte factors.

Kangas and Palme (2000) use LIS data to studyti@rgin poverty rates over the life
cycle in eight OECD countries. They first analysegrty rates by age group alone, and find high
poverty rates among those under 25. They then densi life-stage typology, based on four

groups: “youth”, “family

, “empty nest”, and “oldge”. Childless young adults under 25, defined
as “youth”, are found to be at a higher risk of @dy — though at a varying degree across
countries.

Smeeding and Phillips (2002), also using LIS datanfFrance, Germany, Italy, Sweden,
the UK, the US, and the Netherlands, analyse tlenauic sufficiency of young people’s
earnings and the incidence of poverty. They finat iih all countries only a minority of young
people in their late teens and early twenties dne & support themselves with their own
earnings. Also, when social transfers are takea aticount, a significant proportion of young
people remain unable to support themselves — agul legs so if they started a family before their
mid- to-late twenties. Although income sufficienogreases markedly through the early twenties,
poverty rates decline much more slowly over thie ggoup, indicating that young people with
low earnings are protected from poverty to a certbegree because many of them keep living
with their families of origin.

Fahmy (2002), using data from the 1998verty and Social Exclusion Survey of Britain
finds that on a range of five poverty measuresplgeaged 16-24 years are more likely to be poor
than those aged 25-34. For example, using a stamaaasure of poverty based on 60% of median
income and the OECD equivalence scale, 33% of thosthe 16-24 age group were poor,

compared with only 16% of those aged 25-34. Theopeein Commission report on poverty
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(Eurostat, 2002), based on ECHP data, reportsaitraiss Europe the incomes of young people
under age 24 are below national averages: thegyolyps poorer than young people are children
and older people over age 65. Using an alternagpgroach which assesses the risk of poverty as
a function of an individual’s position in incomesttibution, young people appear at even greater
risk of poverty relative to other groups: this tela risk is particularly high in Scandinavian
countries. Young people are also at higher riskarf-monetary deprivation than older groups —
though the differentials in risks are less markehich may be related to the fact that many young
people continue to rely on support from parenteugh transfers-in-kind. Smeedieg al. (1999)
and Berthoud and Robson (2003) confirm that in mMogflo-Saxon nations single parenthood is a
strong risk factor for youth poverty. In both th& dnd the UK, former teen mothers are markedly
more likely than women who first gave birth in theventies not to be in work and to be in the
bottom fifth of income distribution. Teenage motierd is much less common in continental
Europe, but it still holds that former teen mothiare much less well on average in later life.

Labour market factors such as unemployment andplayvare also important risk factors
for poverty among young people. Canto and Mercéttats (1999) study entry level jobs held by
new school leavers (aged 16 to 29) one year aating education in different selected European
countries, and find that the labour market variewkedly between countries. The key role of
education has also been highlighted by Pavel (2000), who point out that simply getting a job
is not enough to avoid social exclusion: even éytfind a job, those with low educational levels
may remain trapped in poorly paid low-quality enyph@nt.

The distinction between static and dynamic dimamsiof poverty is important. Whereas
the static dimension relates to the household imcaina certain point in time, and is useful to
generate poverty maps, the dynamic aspect conbem$poverty evolves over time. For instance,
analysing the determinants behind why some houdsltan escape poverty while others cannot
requires a dynamic approach based on longitudiatd. dSimilarly, analysis of poverty entry,
stability of households’ income situation, and wWiegtpoverty is a repeated phenomenon or not
all require a dynamic perspective. The dynamic etspare consequently the medium within
which poverty occurs and shapes the experienceeiigbpoor (Walker and Ashworth, 1996;
Muffels et al, 2000). Needless to say, the time dimension isreial importance. “In the short
run households may be able to make ends meet lwirdyaon their savings and reduce their
expenditures, but for the longer run these strategre often insufficient to cope with the income
shortfall.” (Muffelset al, 2000).

It is well established in the literature that hdudds’ poverty differs substantially across
the European countries; this is also the casedathypoverty (Aassvet al, 2006). It is argued
that country institutions and regulations play awportant role in a country’s income distribution

and therefore its experience of povefBouarge and Layte, 2003). Consequently comparative

4



poverty analyses are often carried out by clusgemountries into similar groups. Esping-
Andersen (1990) argues that welfare states argpgrbimto typologies and that countries might be
treated as belonging to a limited set of welfagime types. The term “regime” represents in this
view a particular mode of policy intervention, artpaular set of intervention strategies, policy
tools, and a particular design of the regulatorynstitutional framework (Muffles and Fourage,
2003). Clearly, these regimes must be interpreteieal-types and there is not likely to be any
country that fits perfectly in one type: in thisnse the recourse to Esping-Andersen’s
classification does not imply that each country iogdong to one particular regime. Eauntry
constitutes a ‘hybrid’ case belonging not to onetipalar cluster but to several clusters. The
country clustering used in this paper builds on ibg#\ndersen and consists of Social
Democratic, Liberal, and Conservative regimes. fiits¢ is characterized by high levels of state
support and an emphasis on the individual rathan tthe family. This group contains the
Scandinavian countries, Denmark, and the Netheslahé Conservative regime, characterized by
an emphasis on insurance-based benefits providipgpost for the family rather than the
individual (the Continental European States of EeanGermany, Austria, Belgium, and
Luxembourg); and the Liberal group of welfare statbaracterized by a modest level of welfare
state provision and a reliance on means-testedfitedS, and to a lesser extent the UK and
Ireland). Ferrera (1996) proposes a separate faatdgory for the Southern European countries,
which contrasts with Esping-Andersen’s original ethir group typology: the Southern or
Mediterranean group of ‘residual’ welfare statgpjfted by low levels of welfare provision, and a
reliance on the family as a locus of support — cahending Italy, Spain, Portugal, and Greece.

As well as providing a convenient and theoreticatlgtivated way to simplify the
interpretation of our analyses, this kind of wedfaegime analysis also prompts considering the
links between the welfare state and the youth’smpeence in poverty. In particular, to what
extent can persistent youth poverty be relievedvbifare state benefits, or state intervention in
the labour market? We would expect thabcial democratic regimes would lead to fewer piyver
entries and greater exits than corporatist regiasealthough levels of payment in the latter may
be relatively high, entitlements tend to be retgdcto ‘core’ groups with a history of
employment. The higher levels of active labour meargolicy in Social Democratic regimes
should also have a negative impact on the prolaloli experiencing poverty and the spell
duration” (Fouarge and Layte, 2008)n the contrary Corporatist and Social democragmes
should have more effective anti-poverty policiearthiberal or Southern European type regimes
where appears to be a low-level universal bengéitesn (liberal regime) or a non-existent benefit
system (Southern European regimes) (Fouarge ane,[2(005).

Some studies on poverty permanence in Europe haen hundertaken. In their

comparative study on Netherlands, Germany, andJtheMuffels et al (2000) find that young
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Netherlander heads of households are much mores gopersistent poverty than older ones as
also that male heads of households are less likebe persistently poor than female ones. They
also notice that the living arrangement situatias &greatimpact on permanence of poverty. The
number of children, as well as separation duriregdhservation period, strongly influences the
likelihood of persistent poverty. Labour marketighles appear to exert an even stronger impact
on persistent poverty, but it is also interestiodok at the impact of human capital variables. A
low educational level has a positive impact on peemanence in poverty, in the sense that the
lower the education the higher the permanence ven Education, even at the lower layers of
the labour market, pays in terms of saving peagls fpersistent poverty.

More recent studies on poverty permanence (Foumadelayte, 2005) provide evidence
on the extent to which EU welfare states promotar thitizen’s welfare, on the efficiency of
labour market mechanisms in terms of reducing igleaf long-term poverty, and on the effect of
the (changing) household context on poverty ridkeyfillustrate that the national welfare regime
strongly influences long-run poverty, and it is ®&cial Democratic countries that are found to do
a better job of preventing poverty and long-ternvgsty. On the contrary Liberal tradition and
Southern European countries display much highesrat poverty and longer durations of poverty
spells. Jobless households are not only more liteelyecome persistently poor, but they are also
less likely to exit from poverty. The more gener@gxial Democratic regimes, with their higher
level of benefits, are associated with a lower gkncome poverty, though once in poverty,
weaker incentives and greater income stability naayually mean that poverty spells are
lengthened. On the contrary in Liberal and Soutmegimes less generous and proactive welfare
systems may be less effective at initially movirgpple out of poverty, but higher levels of
incentives may induce higher exit rates (Fouarge laayte, 2005). Previous research examining
the influence of welfare regimes on poverty dynarsbows that in Social Democratic welfare
regimes (such as Denmark and Netherlands), indnsdare far less likely to experience poverty
than in Liberal or Southern European welfare reginiayteet al. (2003) also observe that the
experience is more equal across the populationisfviewed from a longitudinal perspective. In
our study we focus on the pattern of the povertgllspand their relation to the personal

characteristics across seven consecutive years.



3. Data and measurement of poverty per manence

The data we use for our analysis come from the E@Hdet of comparable and large-scale
longitudinal studies set up and funded by the EeaopUnion. The first wave of the ECHP was
collected in 1994 for the original twelve countriesthe survel, and then three other countries
were late joiners to the project: Austria joinedlBB5, Finland in 1996, and Sweden in 1997.

Each individual is asked about his or her inconsenfearnings, private and state pensions
and benefits, and other sources. Additionally, nimfation is collected about any other income of
the household. All the answers collected about nmeare retrospective, and they cover the
calendar year prior to the survey interview, whiliner variables pertain to the respondent’s
situation at the time of the interview. This medhat there is a temporal mismatch between
incomes and other variables, including the houskloimposition, which presents a problem
when computing household equivalent income. In oitdeovercome this issue we take the
approach followed by Heuberger (2003)

Given that household income is lagged we end up avpanel of seven waves at most. As
in most studies on this topic, we define the povehreshold to be 60 percent of the net
equivalised household incorhas specified above: when the household incoms Elow this
threshold all its members are defined as poor. Tieiative poverty measure facilitates
comparisons between countries, even in the caseuwftries with different per capita incomes.
We include in the study only those countries (at@vimat participated in the panel from the
beginning. The dataset so defined is a balancedl paciuding all the individuals participating in
7 waves across all countries for whom the houselmmldme is available. The results presented
here are at the individual ledelThe final sample consists of 11,792 individualsging from 16
to 29 years at the first wave of interview; these the age thresholds we fixed to accomplish a
period of life which is between childhood and aldatid, and which seems to be an appropriate
compromise for all the countries considered.

Our measure of poverty permanence considers thgthleof recorded poverty spells,

taking into account explicitly the temporal sequeg®f the episodes of poverty. We include only

! Germany, Denmark, the Netherlands, Belgium, Luxaummdy, France, the UK, Ireland, Italy, Greece, Spainl
Portugal

2 See Aassvet al (2006) for further details on how this is done.

% We adjust the information using the OECD modifeegliivalence scale to take into account the difiseeramong
size and composition of the household in whichviatlial lives. In this scale a weight of 1 is giverthe first adult, a
value of 0.5 to each additional adult, and a valiu@.3 to each child.

* The data of the descriptive statistics are firstghted on a cross-sectional basis to make theneseptative for the
population of their own country. In particular, take into account that individuals participate fa¢ tsurvey in
different years and for different periods, a cresstional weight of the last year of his/her intevwhas been applied
to each individual.
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complete sequences, discarding individuals withsmgs information on income and individuals
leaving the panel due to attrition.

A poverty sequence consists of a string of ones zerdes. A long sequence of ones
represents a long-run poor individual. A stringzefoes obviously represents an individual with
no poverty experience. However, given that an iiddial may have any combination of zeroes
and ones, the sample consists of a rather hetezogsrcollection of possible poverty strings or
sequences; in total we have 128 different povestyuences.

We consider different ways to group the 128 povseyuences, but as yet, there is no easy
way to provide an intuitive meaning and interprietato the obtained groups and to arrange them
in an ordinal way. For the sake of simplicity wenstsuct three groups of poverty profiles: 1)
“never poor”, 2) “socially vulnerable”, and 3) “peanently poor”, which constitute the categories
of our variable of interest (response variable)uN@individuals who are never poor belong to the
first group. In the second group we include tho$® wxperience at maximum two consecutive
years of poverty and those who experience thresemtive years in poverty but have no others
episodes of poverty along the seven wavemally, people experiencing at least four consige
years of poverty, or only three consecutive perioidgoverty, but in addition to other occasional
spells of poverty, belong to the third gr8uphis creates a simple but effective responseakbi
that captures multiple spells of poverty takingiatcount either the most significant sequence of
years in poverty and the possibility of having npl episodes of poverty during the period, even
if not consecutively. The measure is not direcdlated to the severity of the poverty but rather
depends on how long poverty spells last. In essehise means that we study the factors
associated with persistency in the state of poyeligtinguishing between those who have short
spells in poverty and those who experience a prtadgpoverty spell.

Table 1 reports the percentage distribution oféhgg®ups and shows that the majority of
people are never poor (63.6%), a significant proporis classified as socially vulnerable
(25.5%), and a small proportion is persistently rp(k®.9%). Nevertheless, the permanence of
poverty is clearly considerable in all countridspugh the magnitude differs. More than 70 per
cent of all the young people in Belgium, Germanyl &#ortugal are never poor while in Italy,
Greece and Ireland this percentage is less thae66ent. The prevalence of poverty is therefore
much higher than the annual statistics on povédrows In Italy more than one person out of five
experiences some extent of severe long-run powvdntle in Germany, Denmark, and Belgium it

affects only one out of 20.

> Examples of this poverty patterns are (001101m)0(110), (1010011), (0011100) or (1110000) or {AAD).

® Belongs to this group the following sequences:1(@1) or (1110101) so that they are poor more treh the
observed period. Note that the following two poyesequences gives a poverty hit rate of 3/7: (0101Gnd
(0001110). However, in the terms of poverty peesisg, the first sequence is classified under “Hgoialnerable”,
whereas the second sequence is classified as serregroup “Permanently poor”.
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The prevalence of this form of persistent povedyies therefore quite substantially across
the European countries. Persistent poverty seeni tonly slightly higher in Greece, Spain,

Ireland, UK, and above all in Italy (21.6%).

Tablel- Theresponsevariablefor the persistence model

Group Frequency Percent
Never poor 7,502 63.6
Socially vulnerable (In & out poor) 3,011 25.5
Permanent poor 1,279 10.9
Total 11,792 100.0

Figure 1. Poverty permanence by country
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Figure 2 shows the percentages of permanently podrsocially vulnerable youth by
different welfare regimes. The Conservative welfeggime performs best within the group of
never poor, whereas the Mediterranean welfare sygierforms particularly poorly: one out of

seven young individuals is permanently poor andentikan one out of four is socially vulnerable.



Figure 2: Poverty permanence and welfare states
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The ECHP gives rich information at individual amaueehold levels potentially related to
poverty and its persistence. Age and gender areortiapt individual characteristics whereas
marital status, cohabitation and having left theeptal home are key household characteristics.
Also, the ECHP provides information on educatiod antivity status whereas the latter includes

student, working, and unemployed

4. Modelling poverty per manence

4.1 Statistical model

Our primary aim is to identify factors associatedthe patterns of the permanence of
poverty. We do so by specifying a statistical magehg the three poverty permanence categories
(profiles) defined previously. Whereas some studiage used multinomial logistic regression
(e.g. Muffelset al, 1999; Okrasa, 2000), we recognize here that dverpy permanence profiles
are intrinsicallyordered However, the Independence of Irrelevant Altenegti(11A) assumption
of the classical ordinal logistic regression isikely to hold in this settif Examples of
applications where the dependent variable is ofdm@ude Fouarge (2002) and Fouarge and
Layte (2005). However, an important drawback othapproaches is that an ordinal logit model
imposes the rather restrictive assumption of pribgaal odds ratios (also termed the parallel
regression assumption), which requires the effefctse covariates on the log-odds of observing a

value on the dependent variable to be invarianthéo cut-point parameters (Long, 1997). The

" For technical details see table A in the Appendix.
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main problem is that some coefficients could diffeeatly across equations, which is reasonable
considering the very different experiences of tidhiiduals in the three groups defined over their

pattern of poverty permanence. The assumption eatested easily by the Brant test (Brant,

1990). In our case, a global test and a test foln gariable show that the parallel lines assumption
is sometimes clearly violated.

In order to overcome this shortcoming we specifstead a model in the class of the
Generalized Ordered Logit Models particular we use theartial Proportional Odds Modebr
Ordinal Dependent Variable®PPOOMs), which allows variables not fulfilling tipeoportional
odds assumption to have different effects on thmeddent variable (Peterson and Harrell, 1990;
Kang Fu, 1998; Williams, 2006). We might thus fitldat some explanatory variables are
statistically significant for certain persistencyofiles (and of different magnitudes) but not
statistically different for others.

ThePartial Proportional Odds Modetan be written as a generalized ordered logit mmode

extlu, +Xp )
1+expa, +Xp,

P(Y, >j)=9(XB )= ),j:1,2,...,|v| -1

whereM is the number of categories of the ordinal depetdariable, ang; is specific for each
in so far the parallel lines assumption is violatéderwises=p. In particular, this model implies
that the reference group for the log-odds integtien is different from one value to the other

(cut-points) on the dependent variable, as showth®yollowing expressich

PCY>()|_ .
|n|:m:| =a, +XBJ, W|t!|1:1,2, .y, M-1 (1)

The Partial Proportional Odds Modeh our case is estimated to model the factorsedla
to the permanence in poverty. The response varisbldefined over a decreasing degree of
poverty permanence. In other words, Y=1 f@rmanent poqrY=2 for socially vulnerableand
Y=3 for never poor Consequently, the first cumulative logit modei (is sayogit 1) compares
“socially vulnerable and never poor” vs. “permanpabr”, while the second logit model (let us
say)logit 2) refers to “never poor” vs. “permanent poor & sdlgi vulnerable”. In this manner

each group is compared to a poorer group.

8 Applications of the multinomial logit model (e.gfind that the variables explaining membershigh®various
recurrent poverty categories are the same fohalgtoups and that the magnitude of the effedtgdg®r for the most
recurrent than for the other poor categories.

° Note that some well-known models such as the atdiagit or multinomial logit are special cases thi
Generalized Ordered Logihodel. When M = 2, the gologit model is equivalemtthe logistic regression model.
When M > 2, the gologit model becomes equivalerd series of binary logistic regressions wheregraies of the
dependent variable are combined according to gidit-points. E.g. in equation (1) if M = 4, then f = 1 category
1 is contrasted with categories 2, 3 and 4 poalgdther; fofj = 2 the contrast is between categories 1 and use3
and 4; and foy = 3, it is categories 1, 2 and 3 versus category 4
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The main issue in defining relevant covariatesow o best represent a dynamic context
within a static approach. Poverty permanence isggtually longitudinal since repeated measures
are needed in order to generate the response larldbwever, there is only one value of the
response variable for each individual across theersavaves. Nevertheless, the factor to be
associated to the response variable may or maypaaf a dynamic nature. Some explanatory
variables are clearly time-invariant (e.g. gendef)ereas others are time-variant since changes
might have occurred during the period in which skequence of poverty spells was recorded (e.g.
the respondent’s age or marital status). In theelsoelxplained in the next section we check for
both types of variables, but obviously expressed static way. We also include the values of the
time-varying variables measured at the initial tipggiod. These variables will control the initial
state (we will refer to them asitial conditiong whereas their time varying version will capture
the effects of changes during the spell in which goverty sequence was measured (in the
following transition variabley. In this sense variables such as education, ahastatus, and
activity status are included twice: first in thaiitial state in the first wave, and secondly thgbu
any changes taking place during the panel.

We construct the transition variables as the progoiof years staying in a specific status
along the seven waves; so that for instance theatihin as student” is a variable corresponding to
the number of years spent as a student within &wers years of observation, while for the
“increase of level of education” we build a dummariable which records 1 only if there is at

least one upgrade in educational level.

4.2 Results

As previously outlined we construct poverty pernmargefrom the actual length of time
spent as poor in a sequence of seven consecutinglapbservations. Individuals are divided into
three ordinal groups accordingly and we apply tadi& Proportional Odds model to estimate the
factors associated with the permanence of poveZtnsidering that some country specific
samples are rather small, we group countries acwpi their welfare regime typology. Thus
estimates are not provided for each country bugesen for each welfare regime.

Before discussing the results, it is important iplain the meaning of the parameter
estimates. We report here the odds ratios, medhatgvalues above 1 refer to a positive effect,
whereas a value less than 1 refers to a negatfeeteimportantly, the effects refer to the
reference group, which is different in the two medassessed. In the first model the reference
group is the one where individuals experience tbestvform of persistent poverty; while in the
second model it is the group of individuals who erignce poverty to some extent (persistent

poor and socially vulnerable people). Thus, a pasieffect (i.e. an odds ratio larger than 1)
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implies a higher likelihood of belonging to thifereence group, whereas a negative effect refers
to a lower likelihood of belonging to the complertaay group.

The estimates of the model give in some instandéeht results from those one would
expect from the descriptive statistics. One examplecerns age. Whereas the descriptive results
suggest a negative relationship with age — i.esigient poverty goes down with age - such a
pattern is not evident from our model. Descriptaralysis also suggests that the permanence in
poverty is stronger for women than for men. The ehddl contrast, controlling for all covariates,
suggests in fact that young women are less likegxperience persistent poverty. We discuss this
issue in more detail below.

Education, not unexpectedly, is a key factor but foo all the welfare state typologies.
General speaking, higher levels of education amngly associated to lower levels of persistent
poverty: this is the case independently of whettkrcation is measured at the beginning of the
period (as an initial condition) or through anyrgments taking place during the time the person
is observed. Considering the results by welfardanreg it is evident that the importance of
education is greater in Conservative and Medite@ancountries, but less so (and often not
significant) in the remaining welfare groups.

Table 2a - Results of the PPOOM by welfareregime (odds ratio estimatgs

LIBERAL SOCIAL DEMOCRATIC
Not being  Being poor | Not being Being poor
permanent  to some permanent  to some
poor (a) extent (b) poor (a) extent (b)
Logit 1 Logit 2 Logit 1 Logit 2
INITIAL CONDITIONS
Personal characteristics
Woman 1.8973*** 1.1605
Age at first wave 0.8984 1.0010
Squared age at first wave 1.0046 1.0041
Socio-economic char acteristics (at first wave)
Higher Second. School (ref. Tertiary School) 0.6269 0.8170
Below Upper Secondary School 0.3254*+* 07179
Student (ref. worker >15 hours) 0.1302*** 0.3690**
Unemployed or non labour forces 0.3159%** 0.2488***
Living arrangement char acteristics (at first wave)
Living with a partner or spouse 2.3319* 1.6341
Leaving parental home 0.4184* 0.9266
Mean number of children (all waves) 0.4300%** 0.5610*
TRANSITION VARIABLES
Socio-economic changes
Increase of level in education 1.0858 0.7703
Duration as student (ref. <0.5) 47124 0.1842***
Duration as unemployed or non labour forces (réf5x 0.3428*** 0.8980
Living arrangement changes
Duration in cohabitation (ref. <0.5) 0.6008 0.8202
Duration out of parental home (ref. <0.5) 0.3212%* 0.0576%*
Duration as single (ref. <0.5) 0.3503*** 0.4834*
Note:

(a) socially vulnerable or never poor (vs. permanerarpo
(b) never poor (vs. permanent poor or socially vulnieiab

13



Table 2b - Results of the PPOOM by welfareregime (odds ratio estimatgs

CONSERVATIVE MEDITERRANEAN
Not being Being poor| Not being Being poor
permanent to some permanent to some
poor (a) extent(b) | poor(a) extent (b)
Logit 1 Logit 2 Logit 1 Logit 2
INITIAL CONDITIONS
Personal characteristics
Woman 1.2103 1.1500*
Age at first wave 1.0688 0.9257
Squared age at first wave 1.0014 1.0024
Socio-economic char acteristics (at first wave)
Higher Second. School (ref. Tertiary School) 0.5170*** 0.4837***
Below the Upper Secondary School 0.2315%** 0.2058**  0.2790***
Student (ref. worker >15 hours) 0.3291*** 0.4599***
Unemployed or non labour forces 0.3568*** 0.3934***
Living arrangement char acteristics (at first wave)
Living with a partner or spouse 1.9692** 2.4375%**
Leaving parental home 0.5342* 0.9064
Mean number of children (all waves) 0.5335*** 0.4878***
TRANSITION VARIABLES
Socio-economic changes
Increase of level in education 2.7662** 1.3927* 1.3387***
Duration as student (ref. <0.5) 0.5899 0.8214 1.1264
Duration as unemployed or non labour forces (réf5x 0.6857* 0.3917** (0.5122***
Living arrangement changes
Duration in cohabitation (ref. <0.5) 0.4119*** 0.4980
Duration out of parental home (ref. <0.5) 0.2779%** 0.8583
Duration as single (ref. <0.5) 0.2854*** 0.5272*** (0.7658*

Note:
(a) socially vulnerable or never poor (vs. be pevema poor)
(b) never poor (vs. be permanent poor or sociallperable)

Whereas education certainly protects against pgergigoverty, our results show that
being a student increases permanence in povergypatiern is not unexpected. Once individuals
are enrolled at school or universities, they fadeigher likelihood of persistent poverty. Once
they leave education, however, they are in a bptisition than those having lower education and
have therefore spent less time in education. Enmpéoy also shows the expected pattern: those
unemployed are more likely to be poor whereas thesgloyed, i.e. the majority, face
considerably less persistent poverty. Activity gsatecorded at the first wave has an important
impact on the duration of poverty: being a studangemployed or out of the labour force is in all
three cases more likely to lead to experiencingo&racted period of poverty. There is also a clear
relationship between how long an individual occtipgse states and persistent poverty. A longer
time spent in unemployment, for instance, is neamédgsassociated with a longer spell of poverty.
Likewise, the longer time is spent as a studemt,sthonger is the likelihood of persistent poverty

according to our definitions.
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Living arrangements also matter. Young people §vim a household with many children
tend to experience longer spells of poverty, wheledng with a spouse or a partner reduces it.
Marriage and cohabitation is in other words an irtg@ coping strategy against persistent
poverty. In particular, excluding Social Democratmuntries, the odds of experiencing the less
severe forms of persistent poverty are around imved as great for people who live with a partner
compared to those who do not (in Mediterranean ttmsnthe odds are even about two and a half
times as great). Note that in Liberal and Consergatountries living in the family of origin or
living as a coupléat the beginning of the panel) is associated withrter permanence in poverty,
whereas living alone has the opposite sign.

It turns out that living in the parental home i smgnificant with poverty permanence in
both Social Democratic and Mediterranean countkiesvever, the reason why this is so is likely
to be different for the two groups of countries Mediterranean countries young individuals tend
to stay at home longer, partly because it takemtlanger to obtain economic independence.
Often they stay at home to complete universityistaidnd/or to find stable employment. In Social
Democratic countries, in contrast, young peopleddaome at a much younger age, but here the
generous welfare state is available to assistatiad, thereby avoiding persistent poverty.

It is of interest to compare the prevalence of tomg poverty in the four welfare regimes.
Whereas the Mediterranean regime has undergorgnéicant process of “depatriarchalization”,
this has not necessarily translated, as in othéameregimes, into new family forms: the number
of single-parent households and cohabitations hagased but remains very low compared to
other countries. Marriage also remains the predeway for establishing a family. In this regime
persistent poverty is mainly associated with a kEducational level and part-time employment
(measured at the first wave). People with the lowgekooling are between three and five times
more likely to experience severe forms of persispaverty than those with tertiary schooling.
Protracted spells of unemployment also increas@énmanence of poverty. In sum, a traditional
family composed of a couple with a small numbeclufdren seems reasonably protected in the
Southern European welfare typology. In contrasis¢hremaining single or living in households
with many children are much more likely to expecepersistent poverty.

The picture is very different in the Social Demdicravelfare regime. The Dutch and
Danish welfare systems are to a much greater eselet to eliminate the effect of most risk
factors which in other countries are associateti wérsistent poverty (e.g. low education, living
without a partner, leaving the parental home, lamgunemployment). There is higher persistent
poverty among those not working full-time in thesfiperiod and those spending longer time in
education. Of course, part of this is explainedhmry fact that young adults spending longer time
in education have lower incomes during the windolemw we observe them. As we know from

other studies, it is highly unlikely that those mitigher education will experience disadvantage in
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later life. Interestingly, spells of unemploymeragvie no impact on poverty permanence, again
showing the power of the welfare state to protect avert disadvantage for those experiencing
unemployment. However, as with the Mediterraneagime, remaining single or living in a
household with many children increases long-tervepy.

In the Liberal welfare regimes, here dominatedh®y WK, we find that persistent poverty
is to a large extent associated with thigial conditions In particular we find that people with a
very low education, and those not in full employmenboth measured at the first wave — are
associated with persistent poverty. In the absevitestate welfare provisions, joblessness
substantially increases poverty. Young people’mgvarrangements show a strong link with the
persistence of poverty: having a partner at that firave is associated to less persistent poverty,
whereas living alone or in a household with a mgmber of children increases persistence.

With regard to the Conservative countries our teswhow that all the personal
characteristics at the first wave, such as edutaéictivity status, and living arrangements, afe al
associated to longer poverty. Not having a jokhattime of the first interview (because of being
student, unemployed, or out of the labour forcegdte to long-lasting poverty. In contrast
employment has a clear protective effect. As whih ltiberal countries, we find that people with a
low education level at the first wave are more ikt stay poor throughout the period. In

contrast, young graduates face much less persisiestty.

One interesting dimension of this study is thatase able to assess gender differences in
the permanence of poverty. The European Commig2@06) shows that at every stage of the life
course, women are more at risk of experiencing gguwhan men. This is due to a range of
reasons: inequality and discrimination in educatiord labour market opportunities, impact of
family care responsibilities, and so on. Even wh@&men obtain higher qualification levels, this
does not automatically translate into higher ea®mithan for men with lower qualifications.
Among the older cohorts it was certainly the cdise wwomen had fewer educational opportunities
and lower qualification levels and were more likedyhave low-paid occupations. Statistics show
that the gender gap has narrowed over the past 25 years. In fact, today in most countries, the
gualification level obtained by younger generatiohisvomen matches or exceeds that of their
male peers. This may mean that young women areejgsssed to the risks of early school leaving
or youth unemployment.

From the assessment of the welfare regimes itaardhat women in the Liberal and
Mediterranean countries (all other things beingadgexperience lower persistence in poverty -
independently on the considered persistence pr¢éée Busettaet al, 2007). However, the
gender effect is evident only after controlling &l other factors, and suggests that the gender
gap exists because of inequality of opportunitgl(iding education, the labour market, and living
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arrangements). The traditional view has been ti&iain protective factor against poverty takes
place through marriage and partnership, often utigerassumption that the male breadwinner
model protects women from poverty, especially dyrfiamily formation and child rearing.
However, this picture is not necessarily suppoltgaur findings. Quite on the contrary we find
that, controlling for all other factors, there is significant gender effect in terms of poverty
permanence also in Conservative and Social Democegimes. This means that any remaining
gender difference is due to differences in oppaties in education and work. Controlling for
living arrangements, it seems that women have athecessful cultural and behavioural strategies
to cope with persistent poverty.

For both men and women the role of living arrangaisiés also of interest. Recent studies
(Aassve et al., 2005b) have suggested that theofipkverty is an important reason for delaying
the transition out of the parental home. That @ng people tend to delay leaving home because
their chances of entering poverty are higher if/tleave. However, the age for leaving home is
extremely heterogeneous across European countréeshes is of course due to both economic
and cultural factors. It is a well-known fact thla¢é median age of leaving home in Mediterranean
countries is much higher than in any of the otherogean countries. Figure 3 shows this pattern,
clearly demonstrating the importance of modelliegarately the group of home leavers and the

group of individuals who never left the parentaiteoduring the whole period of observation.

Figure 3 - Percentage of young people who left and never {b& parental home in welfare
system (at 1st wave)
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Liberal Social Democratic Conservative Mediterranean
O Left parental home 41.6 25.6 45 76.8
B Never left parental home 58.4 74.4 55 23.2

The extent to which leaving home is a driver belpoderty also varies extensively across
European countries (see lacovou, 2004), a featurehwis confirmed in the following. Our
analyses show that the prevalence of the mostesdwens of persistent povertgérmanent poor
group) is unequally distributed among age classes arthmgeregime groups even if we control
for leaving home (see Figure 4). Among those wifictiee parental home at least once during the
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seven-year window, permanent poverty is highestranbe youngest individuals (16-19 years
old at the first wave), and this is especially trime Social Democratic and Mediterranean
countries. Interestingly, this kind of persisteoterty remains high among young individuals in
Mediterranean countries who did not leave homes léss clear if young adults stay at home to

help their family with their incomes or if they gtat home to be helped.

Figure 4 - Percentage of young people experiencing “permanpaverty” by age at first
interview (according to residential status alongetlseven waves)

25,0 ) 1619 250 - ) o 16-19
left parental home at least once in 7 waves @ 20-24 never left parental home in 7 waves | 20-24

025-29 025-29
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Liberal Social Democratic Conservative Mediterranean Liberal Social Democratic Conservative Mediterranean

What is clear, however, is that young adults in ynsecenarios are not adversely affected
in terms of poverty when they live at home. Fotanse, the possibility of staying longer in the
parental home is a strategy to avoid poverty whitgtertaking further education. It seems that the
presence of effective policies directed at youngpe and/or families strongly facilitates young
people’s decision to leave the parental home. \regesa, the lack of such policies in
Mediterranean countries could be the most reliabplanation of young adults’ late home-
leaving.

There is no gender effect in poverty permanencengmmeople who live with their
parents. This seems to be an interesting findingalse if we compare results from the model
found for the never home-leavers (Table 3) andiibdel from welfare systems (shown in Tables
2a e 2b) we can argue that women (who live in Medihean and Liberal countries) experiencing

less persistent poverty are mainly those who heftgarental home.
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Table 3 - Results of the PPOOM by residential status (odds ratio estimatgs

NEVER LEFT PARENTAL HOME
Not being permanen Being poor to some
poor (a) extent (b)
Logit 1 Logit 2
INITIAL CONDITIONS
Personal characteristics
Woman n.s.
Age at first wave n.s.
Squared age at first wave n.s.
Socio-economic char acteristics (at first wave)
Higher Second. School (ref. Tertiary School) 0.4984*
Below Upper Secondary School 0.3009***
Student (ref. worker >15 hours) 0.4324**
Unemployed or Non labour forces 0.3822**
Living arrangement char acteristics (at first wave)
Living with a partner or spouse n.s.
Mean number of children (all waves) n.s.
Welfare regimes (ref. Conservative)
Liberal n.s.
Social Democratic n.s.
Mediterranean 0.4351%+*
TRANSITION VARIABLES
Socio-economic changes
Increase of level in education 1.4048***
Duration as student (ref. <0.5) n.s. n.s.
Duration as unemployed or non labour forces (réf5x 0.3089***
Living arrangement changes
Duration out of parental home (ref. <0.5) (dropped)
Duration in cohabitation (ref. <0.5) n.s.
Duration as single (ref. <0.5) n.s.
Note:

(a) socially vulnerable or never poor (vs. permaipermr)
(b) never poor (vs. permanent poor or socially gtdible)

5. Conclusions

This paper presents an alternative measure of yada{ls’ poverty experience. In most
studies, youth poverty is studied in terms of povg@revalence and dynamics. In other words,
poverty and consequently youth disadvantage aenaftudied with the aim of exploring what
factors drive young adults into poverty, and, copsatially to their being poor, what makes them
flee poverty. The majority of these papers concltigg youth poverty is highest among Social
Democratic countries, which is somewhat unexpectediesponse to this we derive here a
measure of poverty permanence, which we argue moee appropriate measure of youth
disadvantage. That is, instead of considering pgveynamics directly or the permanence in
poverty, we construct a measure that considerauh®er of periods a person is in poverty. Using
observed poverty spells we construct a measureighlatmmarized in three categories: 1) never

poor, 2) socially vulnerable, and 3) persistenthpp On the basis of this definition we implement
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a generalized ordinal logit model from which we esssthe various factors associated to the
permanence in poverty, including education, livamgangements, labour market status, and so on.

The analysis is based on the ECHP and we are tiierable to compare persistent poverty
patterns across European countries. A key findsnipat once disadvantage is defined in terms of
poverty permanence, we find that cross-nationalepad differ from those found in previous
studies, namely that poverty is highest among yqueaple in Social Democratic countries. As
shown in previous studies, this is mainly due ® fiict that young adults in these countries tend
to leave the parental home at an early age, whidstantially increases the poverty incidence
rate. However, we find that young adults in thesentries are less disadvantaged than in other
countries. Thus, in Social Democratic countriesyepty rates tend to peak when young adults
leave home, but fall sharply thereafter. In otherds, persistent poverty is rare.

Within our study framework we considered severadués. One is the changing
relationship between gender and youth poverty. &ditional view has been that the main
protective factor against poverty is marriage aadnership, often under the assumption that the
male breadwinner model protects women from poverspecially during family formation and
child rearing. However, this pattern is not necasaupported by our findings. Quite on the
contrary, we find that, controlling for all otheadtors, there is no significant gender effect in
terms of poverty permanence in Conservative anédaSbDemocratic regimes, which are typically
characterized by very supportive and gender- eqeHdhre systems. Elsewhere, in Mediterranean
and Liberal countries, it turns out that gendex ggnificant factor, and - in particular - thatrize
a woman is a protective factor against long-termepty. Unexpectedly this happens in welfare
systems typologies that are well known for thew level of social protection. This means that, in
general, across all European countries, any geddérence is driven by inequalities in
opportunities in education and work. It seems tvaimen from Mediterranean and Liberal
countries have additional personal, cultural, aeddvioural strategies for coping with persistent
poverty that overcome deficiencies in welfare prota.

Education and labour market participation confitmait strategic role in coping with (i.e.
reducing) longer poverty spells. In this sensefith@ings are consistent with previous studies that
have also reported that these factors are importaméducing persistent poverty and also in
reducing poverty entry and increasing poverty eitawever, surprisingly, increased educational
levels reduces poverty duration only in Consereatind Mediterranean countries. A possible
explanation for this could be the different chageastics of the labour markets: in countries where
there is large supply of job, young adults do ne¢dvery high qualifications to find a position
enabling them to escape poverty. Whilst in coustvigh high unemployment rates and very low
mobility, characterized by keen competition betwgam suppliers, a higher educational level

helps to reduce the risk of persistent poverty.
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Another interesting finding is that in Liberal a@dnservatives countries, remaining in the
parental home makes the odds on experiencing pErsisoverty about twice as low as in those
not leaving home, while in the other two groups ge#ems to be not relevant. The group that does
not leave home, in all the 7 waves, constitute 5@Pcthe sample, mainly living in the
Mediterranean countries. For these people, liviitf) warents is an effective strategy: our results
suggest that the family acts as a protective nainag persistent poverty. Living in the parental
home neutralizes the potential advantage for worakso, the effect of schooling and cohabitation
status becomes irrelevant as regards the permamepoerty. Equally, the number of children
in the household and the presence of a partnersmoase (as expected) have no relevance to
poverty permanence. In other cases long-lastingnpi@yment increases the permanence in
poverty.

The main conclusion to be drawn from this studyhat both structural factors and the
effect of welfare regimes play a significant andsantial role in explaining differences in
persistent poverty levels. However, what is algacis that a longitudinally based perspective is

necessary if better policies are to be directeéhagggouth poverty in Europe.
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TableA: Variable description

APPENDIX

Variable

Description

Information referred to first wave of interview

Personal characteristics

Age Age in years registered at first wave
Squared Age At first wave, in order to fix the nonlinear effesftage
Woman 1 if the individual is a woman, otherwise 0

Socio-economic char acteristics

Higher Second. School
Below the Upper Secondary School
Tertiary School

1 if the individual has less than a 2nd stage atation level, O otherwisg
1 if the individual has a 2nd stage of educatiamelleotherwise 0
0 (reference category)

Student
{ Unemployed or non labour forces
Worker >15 hours

1 if the individual is a student, otheen@s
1 if the individual is unemployed or out of the daip force, otherwise 0
0 (reference category)

Living arrangement char acteristics

Living with a partner or a spouse
Leaving parental home

1 if the individual cohabit with a partner or speus
1 if the individual lives out of parental home, etise 0

TRANSITION VARIABLES

Socio-economic changes

Increase of level in education

1 if during the 7 waves there was an upgrade oéthesation level
attained, otherwise 0

Duration as student

Duration as unemployed or non labour forces

1 if the individual spends as a student more thaaot®f 7 years,
otherwise 0

1 if the individual spends as unemployed or nowualforces more than
out of 7 years, otherwise 0

Duration in cohabitation

Duration out of parental home
Duration as single

Mean number of children

1 if the individual has cohabited more than 3 duk gears, otherwise 0

1 if the individual has lived out of parental homere than 3 out of 7
years, otherwise 0

1 if the individual has lived as a single persorrerthan 3 out of 7 years,
otherwise 0

Mean number of children (below 14 years) presethénhousehold
across 7 waves
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