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ABSTRACT

In this paper we analyse the distinct effectiveness of demographic, labour
market and welfare state transfers events in promoting exits from depriva-
tion for childbearing households in Spain, a Southern European Country
with high and persistent child poverty and a familial welfare regime. We
undertake a thorough analysis of outflow rates and of the effect of events
on them by household types using a detailed descriptive approach and a
multivariate analysis to control for household heterogeneity. Our multivari-
ate results imply that, in contrast with the descriptive analysis, the presence
of children robustly reduces household’s chances to step out of poverty. In
turn, both methodologies show that the effectiveness of labour market events
is consistently lower for childbearing households while their prevalence is
particularly high. Also, both the prevalence and the effectiveness of events
related to the beginning of state transfers are high for households without
children.
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1. INTRODUCTION

In most industrialised countries, the high levels of youth unemployment as well
as the rise in low wages and temporary employment appear to be the most visible
causes of the new forms of poverty. A direct result of this has been the increase
in the incidence of poverty on young childbearing households, making children a
largely vulnerable group among the poor in rich countries. In fact, recent studies
on child poverty such as UNICEF (2005) or Matsaganis et al. (2005) show that
child poverty is significantly higher than adult poverty in many OECD countries.
According to evidence offered by Machin (1998), the consequences of the ex-
perience of poverty in childhood are likely to persist for long since the earnings
of parents play an important role in the determination of the cognitive achieve-
ment of children and this seems to have an impact on economic mobility across
generations and thus in the intergenerational transmission of poverty.

The recent literature on income distribution underlines the importance of
analysing the routes out or into poverty — see Stevens (1999), Muffels (2000),
Jenkins (2000), Jenkins and Rigg (2001), Layte and Whelan (2002), Cant6 (2002,
2003), Jenkins and Schluter (2003) or Cappellari and Jenkins (2002, 2004). A first
aim of the paper is to contribute to initial results in the literature on child poverty
outflow rates in Spain appeared in Bradbury et al. (2001) or Cant6 and Mercader-
Prats (2002).

The analysis of outflow rates by household types is particularly interesting. In
fact, Jenkins and Rigg (2001) note that the differences observed in poverty outflow
rates across household types indicate the importance of looking at associations be-
tween transitions and trigger events separately for different groups. Indeed, Canté
(2003) suggests that different types of events help childbearing household’s es-
cape poverty compared to the rest of the population. In this paper we assess to
what extent the welfare system and the socio-economic context in which house-
holds live make some events more successful than others in helping childbearing
households leave poverty. In sum, our analysis provides answers for questions
such as: Does the departure of youths help poor households leave poverty or does
it have the opposite effect due to the loss of income? How does the household
members’ gain of a job promote exits from poverty for childbearing households
relative to the rest of the population? Does starting to receive an unemployment
benefit significantly help poor households with children to leave deprivation? Or
is it starting to receive a pension benefit from co-habiting senior members more
important in pulling them out of poverty?

Spain is a country where child poverty is relatively high and persistent: INE
(2004b) reports that the child poverty rate in Spain in 2001 is ten points higher
than that of adults and is also significantly more persistent. In comparison with
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other European countries, Nolan and Maitre (2001) indicate that the child poverty
rate in Spain in 1995 was one of the highest in the European Union (EU) just
after Italy and the UK. In addition, Micklewright and Stewart (1999) report that
in the late nineties Spanish child poverty was 25 per cent higher than the EU15
average. With respect to the evolution of the demographic trends in fertility and
new household formation, the Spanish case is particularly unique. In comparison
to other EU countries, Spain presents an extremely low fertility rate since 1988:
1.17 children per fertile woman in 1996 (Eurostat, 2005), a relatively low oc-
currence of divorces and breaking-offs: 12.5 divorces per 100 marriages in 1991
(INE, 2004a), and a very low rate of youth departure from the parental household:
in 1995 more than half of those below 30 live in the parental home. With respect
to the situation of the Spanish labour market, one of its main features in the late
eighties and first half of the nineties is the high and persistent level of unem-
ployment (the highest in the OECD countries) and the large number of fixed-term
contracts. In this setting, it is most likely that labour market events of any member
of the household become particularly important for the increase of the chances to
leave poverty.

The welfare regime in Spain is the so-called familial or residual, which pro-
vides strong unemployment protection for breadwinners, wide coverage of the
old-age pension system, and a relatively small proportion of state transfers avail-
able to families with children — see Esping-Andersen (1990) and Iacovou and
Berthoud (2001). The most outstanding characteristic of this regime in the last
decades has been the large improvement in the number and quantity of old-age
pensions resulting in a consistent and significant reduction of poverty rates for
households whose head is over 65 years of age. At the same time, cash benefits for
children in low-income families have been seldom available. Indeed, Immervoll
et al. (2000) situated Spain in the group of EU countries with low and ineffec-
tive child benefits. The only existing child benefit in Spain before 2003 is the
means-tested Prestaciones por hijo a cargo which is addressed at households
with dependent children under 18 years old. Matsaganis et al. (2005) calculate
that approximately 13 per cent of all children received this benefit in 2001. In
fact, a household with one child in Spain receives (if poor enough) around 20 per
cent of the amount it would receive in Sweden, France, UK or Germany. Thus,
within the EU, Spain is a country where social welfare policies are particularly
weak towards poor households with children.

Surely, questions regarding dynamics are important for the debate on how to
design public policies to reduce child poverty. In particular, understanding the
reasons for stable upward mobility of household incomes is likely to help in
designing efficient poverty alleviating policies. We are aware of an underlying
structural model of poverty transitions that includes adults decisions on labour
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market participation, fertility and marriage together with country-specific labour
market rewards to occupation reflected in the structure of earnings equations (see
Burgess and Propper, 1998). Our approach focuses on observed outcomes and
avoids modelling each household member individual decision affecting house-
hold income dynamics. The advantage of our approach is its simplicity and the
possibility of considering a large number of processes and outcomes. Further, we
centre the analysis on events that promote exits from poverty (outflow) as differ-
ent from those that protect households from falling in it (inflow) — see Ravallion
(1996). This prevents us from trying to explain the poverty prevalence rate in
Spain through the entry and exit rates and centres the discussion in the characteri-
sation of the events that allow poor households to jump over the poverty threshold.

The paper is organised as follows. In Section 2 we present the two comple-
mentary frameworks of analysis, a short description of the dataset and our main
methodological choices in the definition of poverty. In Section 3 we present a
descriptive analysis of the poverty outflow and the effect of events by household
type. Section 4 checks our descriptive results using a multivariate approach to the
estimation of the outflow rates distinguishing childbearing households from the
rest. Section 5 concludes.

2. TWO COMPLEMENTARY FRAMEWORKS FOR
ANALYSING DIFFERENCES IN POVERTY OUTFLOW BY
HOUSEHOLD TYPE

As Jenkins and Schluter (2003) indicate, it is difficult to compile an exhaustive
set of mutually exclusive trigger events expected to affect poverty transitions as a
number of these events occur simultaneously. In the descriptive part of the paper
we follow Jenkins and Rigg’s (2001) proposal that combines two inevitably re-
lated selection methods, a classical one that allows us to compare our results with
those in previous works for the US, the UK and Germany and one that avoids its
debatable assumptions. The first methodology was proposed by Bane and Ellwood
(1986) and classifies events into an exhaustive set of mutually-exclusive cate-
gories by a hierarchical classification system identifying those associated with the
endings of spells and ranking them by their effect on household income changes.
The second methodology considers a subset of the most important events allowing
for their joint occurrence. The ad hoc list of major nonmutually-exclusive events
that we use includes, in practice, most of those examined by Jenkins and Schluter
(2003).!

In order to deepen our understanding of the income dynamics process, we de-
compose the effectiveness of transitions in the prevalence of events and the impact
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of the event on poverty outflow rates once it takes place, a framework of analysis
developed by Jenkins and Schluter (2003). This methodology allows us to deepen
the understanding of what justifies a certain poverty outflow for some household
type by linking it to the lack of occurrence of certain relevant events® or to the
limited income increase it implies for them.® This distinction attempts to isolate
the two main reasons for the empirical observation of different outflow rates by
population groups.

A factor that complicates the analysis is the fact that poverty transition proba-
bilities not only depend on the size of the income change related to a certain event
but also on the distance of the household’s equivalent income from the poverty
line: the further the household equivalent income is from the poverty line, the less
likely an exit from poverty is observed. Jenkins and Schluter (2003) tried to con-
trol for this through a basic sensitivity analysis. However, if the correlation of the
size of the poverty gap and the presence of children in the household is high and
household types significantly differ in other relevant characteristics such as the
level of education of household members, type of municipality of residence, etc.,
it may be useful to compare our main descriptive results against a complementary
framework that considers household heterogeneity.

Our data come from the Spanish Household Expenditure Survey (Encuesta
Continua de Presupuestos Familiares, ECPF), a quarterly rotating panel survey
which includes both household demographic information and individual data on
household members’ incomes and labour status.* The quarterly interview survey
design is an advantage for our study because it provides us with a consistent panel
of data on incomes and socio-demographic information at short time intervals.
This helps us identify the specific point in time at which events take place and
income changes occur. In this sense, the data structure is useful in the study of the
association of events and income changes.

However, as noted in Cant6 (2003), household fatigue imposed by short house-
hold tracing periods results in a short follow-up of households in the panel
(a maximum of two years) and a substantive attrition rate (approximately a 45
per cent of households leave the panel between the first and the fifth interview,
t — 1 and ¢). Thus, for the descriptive part of the paper we use attrition weights
constructed using a propensity score method as in Cant6 et al. (2006)° while our
multivariate approach takes into account the bias arising from unplanned sample
attrition by a Heckman endogenous selection model.® More precisely we estimate
the poverty outflow using a bivariate probit on all relevant household character-
istics and events that considers the endogenous selection bias due to attrition for
which we can find adequate and plausible instruments.’

Our sample consists of 27,735 households observed between one and eight
times (a maximum of two years) between the first quarter of 1985 and the last
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quarter of 1995, both inclusive.® Breaking the total population into the two de-
mographic groups of interest the sample divides into two of roughly similar
size: 13,383 households with children and 14,352 households without children.
A household’s poverty status is measured at each quarter and a household is clas-
sified as poor if the sum of all household members’ post-tax post-transfer income’
adjusted for differences in needs is below 60 per cent of the contemporary median
equivalent household income (relative poverty). Even if most of our analysis is on
relative poverty, as an approximation to absolute poverty we maintain a constant
real poverty line at the first quarter of 1985. Needs are adjusted using an equiva-
lence scale according to which each household income is deflated by a household
equivalent factor m (where children are all household members under 18 years of
age):

m = [(adults) + 0.7(children)]"”.

This equivalence scale is used by Jenkins and Schluter (2003) and is rec-
ommended by the US National Research Council Panel on Poverty and Family
Assistance (see Citro and Michael, 1995).10

In this setting our final sample for the poverty outflow analysis is of 4831
poor households (2515 with children and 2316 without children) that may leave
poverty within the following year (between their first and their fifth interview in
the panel). As a result of attrition between these two dates, only 2774 house-
holds are not censored a year later (1438 with children and 1336 without chil-
dren).

3. A DESCRIPTIVE ANALYSIS OF THE EFFECTS OF
EVENTS ON CHILD POVERTY OUTFLOW

3.1. The Position of Childbearing Households in Spain: The 1985-1995 Period

During the eighties and nineties there has been a progressive reduction in the
percentage of households with children in the total Spanish household popula-
tion (from 53.3 to 42.2) and a fall in the average number of children within each
childbearing household (from 2 to 1.7) — see Table 1.!! The economic position of
households with children is below that of the rest: their average income lies be-
tween 82 and 86 per cent of the mean for those without children while their degree
of income inequality is significantly larger towards the end of the period. In fact,
during all the ten-year period, childbearing households registered a much higher
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Table 1. Statistics for Equivalent Households Income Distribution in Spain,
1985-1995

All Without children With children
1985 1990 1995 1985 1990 1995 1985 1990 1995

Population (%) 100 100 100 46.7 50.3 57.8 53.3 49.7 422
Average number 1.08 0.92 0.72 - - - 2.03 1.85 1.71
children

Mean (Ptas) 208,037 256,375 274,075 221,210 264,392 287,920 196,479 248,254 255,148
Median (Ptas) 171,213 220,080 237,401 183,804 223,989 243,568 163,352 216,314 223,088

Inequality

Gini 0.357 0.301 0301 0350 0307 0.296 0361 0.293 0.306
Ratio 90/10 5.189 3.673 3876 4910 3.778 3.582 5368 3.655 4.386
Ratio 75/25 2217 1987 1979 2284 2001 1946 2.161 1981 2.019
Relative poverty

H 20.0 15.8 16.6 16.9 14.6 13.6 22.8 17.1 20.6

1 35.7 242 26.6 34.1 23.1 21.9 36.8 25.1 30.8
HI 7.2 3.8 4.4 5.8 34 3.0 8.4 4.3 6.4
Absolute poverty

H 20.0 6.6 6.6 16.9 5.6 3.9 22.8 7.6 10.1

1 35.7 28.9 30.6 34.1 29.3 31.6 36.8 28.6 30.1
HI 7.2 1.9 2.0 5.8 1.6 1.2 8.4 2.2 3.1

Note: A household is poor if its equivalent income is below 60 per cent median household income.
H is the Headcount ratio, 1 is the Income gap ratio index which measures the relative mean poverty
gap and HI equals the product of the Headcount ratio and the Income gap ratio, often referred to as
Poverty Gap Ratio.

incidence of poverty than the rest of households (20.6 per cent of households with
children versus 13.6 per cent of the rest are poor in 1995).

In terms of the evolution of poverty between 1985 and 1995 for the total popu-
lation, Table 1 shows a consistent reduction in absolute and relative poverty which
is significantly smaller for childbearing households than for the rest of the popu-
lation.'2 Indeed, from 1991 onwards, as depicted in Fig. 1, an increase in relative
poverty using the Headcount ratio is observable for households with children
(this yields different proportions of poor in those household types that are statis-
tically significant after 1993). In contrast, the poverty rate of households without
children continues to decline thus substantially increasing the gap between both
demographic groups.

In addition, as I and HI indexes in Table 1 show, poverty is consistently deeper
for households with children than for the rest.
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Note: 95% confidence bands for the incidence of poverty in households with and without children
were calculated and depicted in dotted lines. These bands are based on the standard error of propor-
tions in a random sample.

Fig. 1. Relative Poverty Incidence for Adjusted Household Income in Spain 1985-1995
(1st Quarter).
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Fig. 2. Kernel Densities for Household Income, Pooled Sample (1985-1995).

Figure 2 shows estimates of separate income densities for both household types
using an adaptive non-parametric kernel for the logarithm of equivalent income
at all households’ first interview (pooled sample). We find that the density for
households with children allocates a higher share of population at the bottom tail
(until the 45 per cent of the median)'3 and is characterised by having middle in-
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Kernel densities for household income in 1985 (first quarter)
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Fig. 3. Adaptive Kernel Densities for Household Income at Different Years
(1985-1995).

comes more concentrated around a prominent mode (the share of population is
larger between the median and twice the median).14 These differences, if calcu-
lated for a quarter of each year of observation, seem to be have diminished during
the second half of the eighties and increased back again during the first half of
the nineties — see Fig. 3.15 Furthermore, even if Cant6 (2002) finds that it is the
size of the income change and not the poverty gap what is a strong determinant
of the household’s exit probability, it is still likely that results on poverty outflow
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Kernel densities for household income in 1995 (first quarter)
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Fig. 3. Continued

for childbearing households will be affected by their greater distance from the
poverty line.

3.2. Poverty outflow rates by household type

Regarding the estimation of the child poverty outflow, the existing evidence for
Spain is very limited. Some results for the period we study appear in Bradbury
et al. (2001) in their analysis of child poverty dynamics in seven industrialised
nations. These authors find that almost half of the Spanish children observed poor
at moment r — 1 (44.8 per cent to be more exact) will exit poverty at ¢ (a year
later) and this situates the country within the high child poverty outflow group
near Ireland and Germany and relatively far above the UK or the US child poverty
outflow rates.

Table 2 presents our estimations of poverty outflow rates by household type.
The average unrestricted exit rate is 42 per cent: thus more than two fifths of those
households who are poor one year are not poor the next. Interestingly, our results
seem to show that the estimated poverty exit probability is similar or slightly
higher for households with children. However, Table 2 identifies large discrepan-
cies in outflow rates using a more detailed household grouping. These differences
do not exactly match the results one would obtain analysing the child poverty
stock. Some household types with high poverty incidence show high outflow
rates and other show low ones. Similarly, some household types with high out-
flow rates show low poverty incidence rates while others show high ones. Clearly,
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Table 2. Cross-sectional Poverty Risk and Poverty Outflow

Rates by Household Type
Household type Poverty Outflow rates
Risk  Composition (1) 2) 3)
(in %)
Single, > 65 years 11.1 3.9 353 322 270
Single, < 65 years 21.6 4.8 302 221 218
Couple, no children, > 65 21.1 15.7 339 322 21.7
Couple no children, < 65 13.9 16.6 483 435 36.6
Two or more adults without children 17.1 8.3 473 438 346
All households without children 16.4 49.5 40.7 369 29.3
Lone parent 33.4 2.5 463 340 29.7
Single parent 26.1 3.6 49.6 459 340
Couple with one child 13.4 13.5 50.7 463 385
Couple with two children 15.1 15.7 46.2 41.1 30.7
Couple with three or more children ~ 29.3 15.2 33.8 289 19.7
All households with children 18.2 50.5 439 388 29.6
All households 17.3 100 423 379 295

Notes: Lone parent households are households with children (individuals below
18 years of age) and only one adult who is the household head. Single parent
households are households with children with an adult head, no spouse and some
other adult member. Outflow rate (1) is obtained using an unrestricted definition
of exit, (2) restricts the definition of exits to those households that experience a
change in income larger than 25%, (3) restricts the definition of an exit to cases in
which households jump over 70% of the median equivalent household income.

the dynamic analysis of poverty tells us a very different story of the deprivation
phenomenon.

Most precisely, within households without children, young couples or groups
of two or more cohabiting adults register a low poverty risk and a particularly high
probability of leaving poverty. In addition, we find that non-elderly childless sin-
gles and old-age couples present high poverty risks and very low outflow rates. For
households with children, couples with three or more children register the lowest
chances to leave poverty. In fact, their chances to leave poverty are one of the low-
est of the whole population. These households have a particularly high poverty
risk and represent a third part of the childbearing households whose incomes are
below the poverty line. This result underlines that the accumulation of children in
a household not only increases the poverty risk but it significantly increases the
chances of experiencing long poverty spells. In contrast, other household types
who also share a high poverty incidence such as lone and single parent house-
holds, register particularly high outflow rates which are similar to those registered
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by couples without children. This result appears to indicate that these household
types experience somewhat shorter poverty spells. In sum, given the diversity of
outflow rates by household type, some trigger events may be a potential route out
of poverty for some household types but not for others.

3.3. The effect of events on poverty outflow by household type

Using Bane and Ellwood’s (1986) methodology, our results for Spain in Table 3
confirm those reported in Cant6 (2003): few households transiting out of poverty
(only 7.9 per cent) experience a demographic event at the time.'® We find that
this is not the case for all household types. As it could be expected, households
with children are particularly stable in their demographic structure both in house-
hold head changes and in the reduction of needs: they seldom change household
head and they experience few departures of members. Besides, households with-
out children have a completely different set of relevant income events. The results
for childbearing households show large similarities with those of the total sample
of households in the UK and the US: almost half of their transitions are related
to a head of household labour income change (45 per cent to be exact). This is
consistent with the results in Duncan et al. (1993) for list of OECD countries
where parents’ employment was by far the most frequent cause of child poverty
exits.!”

In order to allow for more flexibility in our results, we consider a list of major
events that can take place simultaneously. In addition, as indicated in Section 2, in
Table 4 we decompose the risk of a transition out of poverty into two dimensions
(using non-mutually-exclusive trigger events): the prevalence of trigger events
and the chance of transiting out of poverty conditional on experiencing one of
them. We find some interesting differences by household type in the reasons for
observing divergences in their outflow rates.

Table 4 shows that the gain of a job is particularly common and significantly
effective in pulling any household out of poverty in Spain between 1985 and 1995.
Also, and as it would be consistent with a situation of high unemployment during
this period, poor households experienced some members’ job gain much more
often than increases in the earnings of those members already employed.!® In
contrast, as expected from the demographic statistics, decreases in household size
are rare independent of the presence of children. Also the occurrence of trigger
events related to the reception of any state transfers is rather low, even if it is
significantly more frequent in poor households without children than in the rest. In
contrast, job gains experienced by the head or the spouse occur significantly more
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Table 3. Movements out of Poverty by Event Occurred and Type of
Household: Bane and Ellwood’s Methodology

Main trigger event (hierarchical classification) Transitions out of poverty (one year)
All Households Households

households with children without children
Demographic event 7.9 5.4 10.5
Income event 92.1 94.6 89.5
Demographic events
Head of household changes 5.6 3.9 7.4
Changes in household needs 2.3 1.5 3.1
Income events
Household head labour earnings change 31.1 45.8 14.9
Household spouse labour earnings change 1.6 2.8 0.3
Other member labour earnings change 19.4 20.5 18.2
Non-labour income change 37.6 22.2 54.4
Non-classifiable* 2.5 32 1.6
All 100.0 100.0 100.0
Households in poverty (unweighted) 2774 1438 1336
Households leaving poverty (unweighted) 1160 620 540

Notes: (1) An event occurred in one year is classified as demographic if it supposes a change in
the household head between 1st and 5th interview or the change in household needs (equivalence
scale) is greater in percentage points than the change in household income. The event is an income
event otherwise. Within income events those non-classifiable are those situations in which the income
change of some two types is identical.

often in poor households with children and explain the higher poverty outflow
rates of childbearing households shown in Table 2.

Indeed, a general result from Table 4 is that the impact of any event on a house-
hold’s transition probability is lower for households with children than for the rest:
almost all demographic and labour market events considered are more effective if
they take place in a household without children than otherwise. This result could
be driven by the fact that households with children are often situated at a further
distance from the poverty line than households without children but could also
be due to some other reasons related to other household characteristics that imply
a higher incidence of low wages, a lower increase in the income to needs ratio
when individuals leave the household or a higher incidence of public transfers of
a low quantity. In any case, we should always bear in mind that the impact of the
same increase in household employment income after a member’s job gain will be
smaller for childbearing households than for the rest if childbearing households



Table 4. Events and Their Effect on Household Chances to Leave Poverty

Event occurred between t+ — 1 and ¢

Households with children

Households without children

Prob. event P (event | P (exit poverty Prob. event P (event | P (exit poverty
(all sample) poor at t) | event) (all sample) poor at t) | event)
Demographic events
Child born 3.5 3.1 26.2 2.3 1.4 52.4
Child/ren leaves or dies 1.6 2.5 45.3 - - -
Adult leaves or dies 3.5 3.9 42.8 6.1 4.1 60.1
Elderly leaves or dies 1.0 1.0 43.0 1.9 1.9 58.3
Labour market events (wages)
Labour earnings increased > 20% 19.1 23.5 62.7 10.9 8.7 60.4
Labour status events (head)
More hours work (from p —t to f — t work) 0.7 1.7 41.5 0.4 0.9 43.9
Gain job (enters full time work) 4.7 13.9 57.1 1.9 4.4 77.7
Gain job (enters part time work) 0.3 0.9 20.4 0.4 1.0 19.8
Retirement (full time to retirement) 0.9 0.9 55.7 2.2 1.7 65.3
Labour status events (spouse)
More hours work (from p — ¢ to f — ¢ work) 1.2 1.3 73.4 0.4 0.2 43.7
Gain job (enters full time work) 3.5 4.0 67.0 0.9 0.8 78.8
Gain job (enters full time work) 2.0 3.5 52.1 0.6 1.3 53.2
Retirement (full time to retirement) 0.1 0.0 - 0.3 0.4 62.3
Labour status events (others)
Gain job (some start to receive employment 8.7 15.8 72.7 7.5 10.8 87.1

income from f — ¢ or p —t work)

(continued on next page)
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Table 4. Continued

Event occurred between ¢ — 1 and ¢ Households with children Households without children
Prob. event P (event | P (exit poverty Prob. event P (event | P (exit poverty
(all sample) poor at t) | event) (all sample) poor att) | event)

Non-labour income change

Begin pension benefit 34 4.9 46.2 6.6 8.7 61.5
Begin unemployment benefit 1.2 1.0 61.1 2.5 2.2 78.0
Begin other regular transfers 2.6 5.1 48.2 2.2 4.0 58.9
Increase pension income > 35% 2.1 34 62.3 6.8 11.5 74.7
Increase unemployment income > 35% 0.9 2.0 46.8 0.4 0.9 48.0
Increase regular transfers > 35% 0.1 0.1 100 0.6 1.9 60.3
Samples of households 7503 1438 620 7733 1336 540

Notes: (1) Events refer to changes between moment # — 1 and ¢ (a year later). Demographic transitions refer to changes in the number of household
members of the type referred while all other number of members is constant. Other reduction (increase) in members includes those cases in which
more than one type of members changes (this may mean only that children transit to adults or adults to elderly). Head labour status events are selected
on the basis of an estimation of the effect of each possible event (out of 30) on the probability of a household transiting out of poverty. The events
presented are those which have a larger effect on this probability, all other events are considered as “stability in the labour market”.

(2) Poverty exits refer to changes in poverty status of the household between ¢ — 1 and 7. Sample is restricted to households observed at r — 1 and ¢
weighted for attrition between these two moments in time. Poverty is defined as household income below 60% median household income each quarter.
(3) When labour earnings increase more than 20% the number of workers in the household remains unchanged.

(4) Increases in pension, unemployment and regular transfer income include increases over 35 per cent between ¢ — 1 and ¢ in order to eliminate all
short term unimportant income fluctuations.
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usually contain more members than households without children. This is simply
due to the smaller effect of that increase on total equalised household income.'?

4. A MULTIVARIATE APPROACH TO THE EFFECT OF
EVENTS ON EXIT

In order to be able to assess the role of the distance to the poverty line and other
household characteristics on our previous results on poverty outflow we need to
control for household heterogeneity in a multivariate approach. Various types of
models have been used to estimate poverty entry, exit and re-entry rates in the
literature. Lillard and Willis (1978) fit a stochastic time-series structure for indi-
vidual earnings assuming the same income dynamics process for all individuals
in a covariance structure model. From then onwards two other types of models
have been popular in the analysis of poverty transitions. A first type of models
uses and develops event history analysis (Allison, 1982) and estimates hazard
regressions for poverty exit and re-entry rates along the different durations of
poverty and non-poverty spells including, at each discrete moment, all the pre-
vious information. In sum they model transitions as Markov chains of various
orders aiming to provide estimates of the transition rate and the time spent in
poverty. Examples of these are Stevens (1999) or Devicenti (2001) where sin-
gle and multiple-spells frameworks are considered and there are controls for
unobserved heterogeneity. A second type of models avoid incorporating spell in-
formation and centre the problem of the estimation of unbiased poverty transitions
rates in modelling the initial poverty status (see Heckman, 1981) and non-random
attrition. Thus modelling endogenous non-random selection between ¢ — 1 and ¢.
Examples of these are Stewart and Swaffield (1999) who model transitions into
and out of low pay using a bivariate probit model with endogenous selection due
to initial low pay status. In this line of work, Cappellari and Jenkins (2004) have
proposed the use of a trivariate probit which can account for both sources of en-
dogeneity: the individual initial status in  — 1 and panel retention between t — 1
and ¢.

All these approaches have advantages and disadvantages. Most precisely, co-
variance structure models assume that the same income dynamics process ap-
plies to all persons, rich and poor, which is implausible (as Stevens, 1999 and
Cappellari and Jenkins, 2004 note). Hazard models can easily account for multi-
ple spells and duration dependence but generally avoid the consideration of any
endogenous selection bias due to initial conditions or attrition.’ Modelling the
initial poverty status and taking attrition into account requires finding adequate
variables that serve as exclusion restrictions and which affect the probability of
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being within the poor at moment ¢, but do not affect the transition between pe-
riod t — 1 and ¢: i.e., explaining the /evel of household equivalent income but not
its change. Otherwise, one could face identification problems when estimating a
bivariate or a trivariate probit.

Our goal is to provide some multivariate results to contrast to our previous de-
scriptive results on the relevance of different events in helping households with
children in leaving poverty. Taking all households who are poor at first interview,
moment ¢ — 1, we estimate the probability that a household moves out of poverty
during the following year, i.e. is not poor at moment ¢ (fifth household interview),
by estimating a maximum likelihood probit model with sample selection due to
attrition. Even if we estimate different specifications, in general terms, the prob-
ability of leaving poverty on the household’s characteristics and events can be
written as:

Py =@+ BXi1+vEii—1,+1nCi—1)

where P;; is the probability of leaving poverty between r — 1 and ¢, @ is a Nor-
mal distribution function, X;;_1 are household characteristics at the initial moment
t — 1 while E;.;_1 ; are the events taking place between both moments in time and
C; 11 is the quarterly unemployment rate that tries to capture the evolution of the
economic cycle. The selection equation (i.e. the probability of not suffering from
attrition between ¢ — 1 and ¢) is estimated as the probability of retention in the
sample at moment ¢, R;;:

Rit = ®(a + BXir—1 +yYii—1)

where Y; ;1 are dummies for the year of household interview that we use as ex-
clusion restrictions due to the special characteristics of the sampling method in
the survey.?! The peculiarities of the sampling method assure a very high house-
hold response to the panel from first interview in 1985 up to the end of 1986.
From then onwards, households are allowed to leave the sample at any inter-
view and the attrition rate is high but follows a decreasing trend that should be
captured by these dummies.?”> Our model is a Heckman selection one and the
bivariate estimation is possible assuming that error terms follow Normal distribu-
tions (0, 1) but may covariate such that Cov(u1, u2) = §. In order to contrast the
hypothesis of zero covariance between the errors we use a simple Wald test.2?
The inclusion of change variables (events) may raise questions of endogene-
ity. This may appear because unobservables may simultaneously influence the
probability of leaving poverty and the occurrence of events to household mem-
bers.2* However, we felt, as Justino and Litchfield (2003), that the possibility
of checking the important results of the descriptive analysis by including these
variables outweighs the possible endogeneity problems.>> Due to these problems,
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however, we will also consider specifications of the model where events are not
included.

Results appear in Tables 5, 6a and 6b. In Table 5 we present the effects of the
presence of children and their number on the household’s probability of leaving
poverty.2® Results indicate that, whatever the model we choose, the presence of
children reduces the household’s chances to leave poverty. This is in line with
results in Cant6 (2002) on the effects of dependents on the probability of leav-
ing poverty?’ but contrasts with our descriptive results on poverty outflow rates,
putting forward the importance of considering household heterogeneity. Includ-
ing the household demographic group in more detail in our regressions is also of
interest. First, we confirm the relatively low chances to leave poverty of house-
holds with three or more children and, second, we discover that, when household
characteristics are taken into account, the presence of just two children in the
household significantly reduces the outflow rate pushing it below that of similar
households without children.

Our main interest, however, was to check all previous descriptive results on
the effects of events on the probability of leaving poverty when we condition on
household demographic and socio-economic characteristics and the poverty gap.
Results appear in Tables 6a and 6b and underline the differential effect of some
events on the outflow probability of households with or without children.

Results in Tables 6a and 6b confirm one of our first descriptive results in Sec-
tion 3 related to the effectiveness of different events on household chances of
leaving poverty. Most events continue to have a smaller impact on households
without children than in the rest even if we control for the poverty gap and other
household characteristics. However, the regression allows us to realise that this
differential impact is particularly high for two particular events: the beginning
of pension and unemployment benefits. The reasons for a higher effectiveness
of these two non-labour income events on households without children could be
linked to the eligibility of members for higher quantities of the benefits or to the
accumulation of first-time benefit receivers in these households.

Tables 6a and 6b also show that the impact on the poverty outflow rate of a
member’s gain of a job is independent of the member’s position in the household,
particularly in households with children.?®

Finally, the multivariate analysis also allows us to discover that the departure of
adult household members is effective in households without children, thus reduc-
ing their needs more than their total income, while it does not have any effect on
the chances of childbearing households to leave poverty. In contrast, the arrival of
a new child reduces childbearing households’ chances to exit poverty while it has
no significant effect on households without other children.
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Table 5. The Effect of Children on the Household’s Poverty Outflow Rate

Estimation strategy: Marginal effects on the probability of leaving poverty
Probit with sample selection Basic Basic + Basic + Basic +
model poverty events events +
gap poverty gap
Presence of children in hh. (0-17) —0.075** —0.076** —0.070** —0.065**
(0.031) (0.029) (0.036) (0.029)
Number of children in hh. (0-17) —0.071** —0.059** —0.051** —0.036**
(only for households with children)
(0.026) (0.026) (0.022) (0.017)
By household type
Households without children
Single, > 65 years ref ref ref ref
Single, < 65 years —0.068 —0.056 —0.091 ref
(0.069) (0.061) (0.076)
Couple no children, > 65 - - - -
Couple no children, < 65 0.055 0.071* —0.008 0.031
(0.040) (0.038) (0.045) (0.036)
Two or more adults without children 0.068 0.065 —0.007 0.021
(0.068) (0.062) (0.072) (0.049)
Households with children
Lone parent —0.045 —0.049 —0.111 —-0.074
(0.091) (0.076) (0.090) (0.056)
Single parent —0.050 —0.051 —-0.074 —0.031
(0.078) (0.068) (0.090) (0.065)
Couple with one child —0.003 0.009 —0.065 —0.020
(0.045) (0.042) (0.051) (0.040)
Couple with two children —0.093** —0.081** —0.130** —0.083**
(0.047) (0.041) (0.053) (0.038)
Couple with three or more children —0.201** —0.173** —0.188** —0.116**
(0.060) (0.048) (0.059) (0.042)
Sample size (households) 2774 2774 2774 2774
Sample size (households with children) 1438 1438 1438 1438

Notes: All regressions include control variables such as: age and age squared of the household head,
sex of hh. head, presence of a spouse, education level hh. head, number of dependent children, number
of dependent adults, size of municipality, labour status of hh. head, quarter of observation and the
Spanish unemployment rate at quarter ¢ (second moment). Retention equation includes variables such
as: age and age squared of the household head, sex of hh. head, presence of a spouse, education level
hh. head, number of income receivers, number of children or presence of children or household type,
number of dependent adults, housing ownership status, size of municipality, labour status of hh. head,
quarter and year of observation. The Wald test of independence of equations shows that retention and
poverty exit are independent in all three first specifications but not in the last one where the poverty
gap and events are included as explanatory variables. Standard errors in parenthesis.

* Significant at 90% confidence.

**Significant at 95% confidence.
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Table 6a. The Effect of Events on the Household’s Poverty Outflow Rate:
Probit Sample Selection Model

Marginal effects on the probability of leaving poverty

All households Households with ~ Households without
children children
Basic Basic + Basic Basic + Basic  Basic +
model + events + model + events + model + events +
events  pov.gap events  pov.gap  events  pov. gap
Demographic events
Child born —0.128* —0.064 —0.141* —0.098* —0.006 0.072
(0.069)  (0.054) (0.080) (0.062) (0.117)  (0.090)
Child leaves or dies 0.065 0.051 0.053 0.041 - -
(0.094)  (0.075)  (0.083)  (0.064)
Adult leaves or dies 0.137**  0.124**  0.0006 0.023 0.287**  0.233**
(0.056)  (0.046)  (0.061) (0.045) (0.096) (0.087)
Elderly leaves or dies 0.176**  0.187** —0.011  —0.031 0.322%*  (.268**
(0.085)  (0.077)  (0.137)  (0.114)  (0.123)  (0.098)
Labour market events (wages)
Labour earnings increase > 20%  0.351**  0.358**  0.333**  0.324**  0.383**  0.405**
(0.033)  (0.042) (0.048) (0.059) (0.059) (0.076)
Labour status events (head)
More hours work (p —tto f —t) 0.361%*  0.297**  0.275 0.264* 0.472**  0.251
(0.146)  (0.117)  (0.188)  (0.146)  (0.233)  (0.180)
Gain job (enters f — ¢ work) 0.378**  0.314**  0.319**  0.256™*  0.543**  (.424**
(0.057)  (0.053) (0.067) (0.061) (0.113)  (0.110)
Gain job (enters p — t work) —0.197*  —0.207** —0.092 —0.101 —-0.247 —0.271*
(0.120)  (0.100)  (0.127)  (0.100)  (0.209)  (0.168)
Retirement (f — ¢ to retirement) —0.092  —0.051  —0.030 0.013 —0.108 —0.091
(0.093)  (0.076)  (0.139)  (0.097) (0.124)  (0.108)
Labour status events (spouse)
More hours work (p — ¢ to 0.263**  0.189* 0.310%*  0.230%* —0.182 —0.242
f —t work) (0.133)  (0.109)  (0.141)  (0.109)  (0.331)  (0.284)
Gain job (enters f — t work) 0.347**  0.301**  0.310"*  0.254**  0.360 0.279
(0.078)  (0.067)  (0.081) (0.069) (0.225) (0.177)
Gain job (enters p — ¢ work) 0.147**  0.136**  0.174**  0.144**  0.005 0.024
(0.071)  (0.057)  (0.077)  (0.061) (0.131)  (0.097)
Retirement (f — ¢ to retirement)  0.133 0.091 - - —0.004 —0.039
(0.201)  (0.157) (0.223)  (0.160)
Labour status events (others)
Gain job (some start to receive 0.554**  0.472**  0.452**  0.376**  0.746**  0.619**
employment income from (0.058)  (0.064) (0.074)  (0.075) (0.102)  (0.136)
f —tor p—twork)
Sample sizes (num. of hh.) 2774 2774 1438 1438 1336 1336
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Table 6b. The Effect of Events on the Household’s Poverty Outflow Rate:
Probit Sample Selection Model

Marginal effects on the probability of leaving poverty
All households Households with ~ Households without
children children
Basic Basic + Basic Basic + Basic  Basic +
model + events + model + events + model + events 4
events  pov.gap  events  pov.gap  events  pov. gap

Non-labour income change

Begin pension benefit 0.390**  0.323**  0.170**  0.133**  0.575** 0.478**
(0.060) (0.057) (0.078) (0.061) (0.089) (0.109)

Begin unemployment benefit 0.455**  0.403**  0.233*  0.154 0.701**  0.654**
(0.099) (0.091) (0.130) (0.107) (0.140) (0.159)

Begin other regular transfers 0.249**  0.211**  0.205**  0.164**  0.335**  0.268**
(0.055) (0.046) (0.068) (0.053) (0.093) (0.081)

Increase pension income > 35%  0.471**  0.413™  0.263**  0.234**  0.603**  0.519**
(0.062)  (0.061)  (0.088)  (0.077)  (0.088)  (0.115)

Increase unemp. income > 35%  0.235**  0.215™*  0.246™*  0.217**  0.176 0.159
(0.083)  (0.068)  (0.099)  (0.080)  (0.152)  (0.124)

Increase regular transfers > 35%  0.329**  (.286™* - - 0.424**  0.375**
(0.111) (0.087) (0.123) (0.108)
Poverty gap
Income 50-60% median ref ref ref
Income 40-50% median —0.103** —0.095** —0.121**
(0.019) (0.023) (0.033)
Income 30-40% median —0.137** —0.080** —0.194%*
(0.023) (0.025) (0.049)
Income 20-30% median —0.161** —0.144** —0.156**
(0.026) (0.029) (0.044)
Income < 20% median (not zero) —0.297** —0.245%* —0.342%*
(0.039) (0.049) (0.063)
Sample sizes (num. of hh.) 2774 2774 1438 1438 1336 1336

Notes: All regressions include control variables such as: age and age squared of the household head,
sex of hh. head, presence of a spouse, education level hh. head, number of dependent children, num-
ber of dependent adults, size of municipality, labour status of hh. head, quarter of observation and
the Spanish unemployment rate at quarter ¢ (second moment). Retention equation includes variables
such as: age and age squared of the household head, sex of hh. head, presence of a spouse, education
level hh. head, number of children or presence of children or household type, number of dependent
adults, housing ownership status, size of municipality, labour status of hh. head, quarter and year of
observation. The reference household is male headed employed full-time with primary school educa-
tion employed in a non-qualified job, whose spouse is not employed, lives in a township over 500,000
inhabitants and total household income is just below the poverty line (50-60 per cent if the median
household income). Standard errors appear in parenthesis.

* Significant at 90% confidence.

**Significant at 95% confidence.
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5. CONCLUSIONS

In this paper we offer some insights on the dynamics of poverty for households
with children in Spain and provide evidence on the effects of considering mul-
tivariate approaches to the estimation of outflow rates that include events as
explanatory variables.

An interesting result is that a multivariate approach to the estimation of outflow
rates allows us to discover that the higher poverty outflow rate of households
with children compared to the rest in the case of Spain is due to the particular
demographic and socio-economic characteristics of this group. Once we control
for these, all specifications estimate a lower transition rate for households with
children than for the rest.

Poverty transitions in the case of households with children are most strongly
linked to the economic cycle in an economy, like the Spanish, with high rates of
unemployment and temporary jobs relative to the rest of EU countries. In contrast,
in the rest of households, non-labour income changes appear as more important
in determining a potential transition out of poverty, implying that their transitions
are more linked to the social protection system. This does not come as a sur-
prise, given that in these households heads are older, and the Social Protection
System in Spain is more designed to combat poverty in this demographic group
than in younger households with children. Given the demographic structure in
Spain and its trend, our results show that the possibility of households with chil-
dren of escaping poverty through events of this kind is even lower than in other
countries.

In sum, it appears that labour market events occurring to household members
are the usual reason for escaping poverty for Spanish households with children.
We suspect that stagnation of poverty among children, especially during periods
characterised by increasing unemployment, may be the direct result of the pre-
cariousness and other structural deficiencies of the Spanish labour market. This
contrasts with the situation in most EU countries where we find a strong safety
net for households with children, mainly working through universal cash trans-
fers that are effective in preventing poverty risk and in reducing child poverty
persistence. As we have already emphasised, benefits addressed to households
with children in Spain (through direct cash payments or through tax concessions)
are clearly ineffective in alleviating poverty. They have failed in helping children
step out of poverty and we can presume that they have probably also failed in
preventing them from a fall into deprivation.
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NOTES

1. Bane and Ellwood’s approach is too rigid in order to undertake a deep analysis of the
varied routes out of poverty in Spain. First, it avoids the consideration of joint events in
providing a plausible route out of poverty and it classifies all headship changes as demo-
graphic. Second, it assumes that there is no correlation whatsoever between demographic
and labour market events, and it does not consider the fact that a change in one member
labour status may depend on household fertility decisions or changes in other members
earnings.

2. In addition to unequal chances of employment for adult individuals or to the bias
of the poverty alleviating public transfers towards some particular individuals in the pop-
ulation, the observation of different rates of occurrence of certain events for a household
type will reflect, at the household level, a variety of fertility and cohabitation decisions
undertaken by individuals.

3. This second reason is related to the differential distribution of wages (more likely
to receive low pay or to work fewer hours, etc.) by household types, stability of the
needs/income ratio when arrival or departure of members occurs (fewer needs but also
fewer incomes) or the quantities of existing poverty alleviating public transfers (they
mostly have access to low pensions, low unemployment benefits, low child benefits, etc.).

4. The ECPF is a rotating panel survey which interviews 3200 households every quar-
ter and substitutes 1/8 if its sample at each wave. Households are kept in the panel for a
maximum of two years. The structure of the panel is similar to that of the American Con-
sumer Expenditure Survey (CES). All our calculations are based in the comparison of the
household situation at first interview (moment ¢ — 1) and the household situation a year
later, at fifth interview (moment ¢).

5. The procedure to obtain the relevant attrition weights is explained in detail in one of
the papers refereed in this publication.

6. No doubt, however, that it would be interesting to contrast if our results change due
to the endogenous selection at first interview that classifies a household as poor or not
poor. To our knowledge there are no data sources available for Spain for which we could
estimate a trivariate probit that would consider the two sources of sample selection: that
due to initial conditions (i.e. being poor at ¢) and that due to attrition as Cappellari and
Jenkins (2004) propose and estimate using UK data.

7. In these models estimation problems can arise if some regressors are contempo-
raneously correlated with the error term. This would happen if there are unobservables
that explain the outflow rate and which are important determinants of some explanatory
variables (e.g. the poverty gap). If this is the case, our estimations would suffer from endo-
geneity and OLS estimators would be asymptotically biased.

8. See Cant6 (1998) for a thorough description of the ECPF and discussion of its ad-
vantages and drawbacks in the study of poverty dynamics. Note also that we would like to
extend our analysis to the late nineties and after 2000 but the new version of the ECPF sur-
vey from 1997 onwards does not allow us to do so because of the incomplete information
on household incomes due to changes in the questionnaire.
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9. Income is the sum across all household members of cash income from all sources
minus direct taxes in the previous three months.

10. We have also calculated our results using the Buhman et al. (1988) equivalence
scale where s = 0.5 and using the OECD scale which weights by 1 the first adult in the
household, by 0.7 the second and subsequent adults and children by 0.5. Our main results
did not change using these other scales. See Citro and Michael (1995) for further discussion
on the effects of the use of different equivalence scales and Canté and Mercader-Prats
(1998) for the effects of this choice on poverty measurement in Spain.

11. For households characteristics by type see Table A.1 in the appendix.

12. This is consistent with results elsewhere on the evolution of poverty in Spain in
this ten-year period. The distribution of incomes experienced a substantial improvement
towards equalisation during the second half of the seventies and the eighties with some
stabilisation during the nineties (see Oliver et al., 2001). As a result, as Del Rio and Ruiz-
Castillo (2001) indicate, the number of relative poor households in Spain between 1980 and
1990 fell under all methodological choices. Our results, using the ECPF, are largely consis-
tent with this description and show a large decrease in inequality and poverty between 1980
and 1990 for the total household population. Note that this decrease is particularly sharp
when we consider an absolute poverty measure that fixes the poverty line in real terms in
1985. From then onwards, however, both inequality and poverty remain stable while decile
ratios suggest that the incomes of those in the highest and the lowest part of the income
distribution are slightly more distant in 1995 than they were in 1990. In fact, Canté et al.
(2001) find some slight increase in the population poverty rate during the first part of the
nineties.

13. Note that this result is statistically significant between 7 and 32 per cent of the
median (we here construct variability bands of twice the standard error above and below
the estimate of the kernel density).

14. However, this difference is not statistically significant due to the high variability of
the kernel density estimation. In any case, we find that there is a statistically significant
larger share of households without children at the upper tail of the income distribution
(precisely from 2.4 to 3.2 times the median).

15. This is in line with D’ Ambrosio and Gradin (2000) and Canté and Mercader-Prats
(2002) results on the increasing social distance between children and the rest of age groups
in contrast with the social position improvements of the elderly. Moreover, according to
Cant6 and Mercader-Prats (1998), even if the Spanish society experienced a major socio-
economic and political transformation during the seventies and eighties, no significant
improvements occurred in the extent of child economic poverty.

16. In Cant6 (2003) the author compares her results for Spain with those for the US
in Bane and Ellwood (1986) and the UK in Jenkins and Rigg (2001). The former found
that 13 per cent of spell endings in the US took place with a demographic event while the
latter obtained a somewhat higher impact of demographic events on poverty transitions: 18
per cent. In sum, demographic events do not seem to be determinant in providing a way
to step out of poverty and in a country like Spain, with low fertility rates and low youth
departure from the parental home, this is even less so. However note that some differences
are observable here due to the use of different poverty lines and equivalence scales.
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17. Deepening the investigation of the different routes out of poverty within childbear-
ing households we can detect that lone and single parent households experience more
demographic events than other households and have a more varied list of trigger events
related to the labour market than couples with children. Namely, up to 41 per cent of the
events associated with their exits out of poverty are related to changes in the labour earn-
ings of other members different from the head or spouse while only 17 per cent of exits of
couples with children are of this kind.

18. This result contrasts with that offered by Jenkins and Schluter (2001) where the
relevance of this event in the UK and Germany is clearly below that of a labour earnings
increase. However, the income change implications of these events differ in the UK and
Germany. Germany shows similar effects of both events (slightly higher for the gain in
a full-time worker in lone parent households) while the UK households register a signif-
icantly lower income change when labour earnings increase. Spain shows high income
changes in both but slightly higher when gaining a worker.

19. Other reasons could be linked to the larger number of possibilities that households
with more members have of experiencing some other events that, in contrast, imply a re-
duction of total household income between both interviews under analysis.

20. An exception to this is Devicienti (2001) who considers the potential initial condi-
tion problem.

21. Note that the dummies that serve as exclusion restrictions in the retention equation
(household ownership situation and year of observation) have significant and plausible
coefficients.

22. Cant6 (1998) details the ECPF sampling method. In essence, households were per-
manently kept in the panel unless they left it voluntarily and the substitution process only
began in the first quarter of 1986. Non-response is minimum when no rotation is taking
place and households have already answered a first interview. As waves evolve, house-
holds’ non-response decreases until it reaches the value of 10% of the theoretical sample
in 1995.

23. The errors of both equations covariate significantly for the regressions undertaken
with the sub-sample of households with children while § is not significantly different from
zero for regressions undertaken with the sub-sample of households without children.

24. Furthermore note that event variables could be a consequence rather than a reason
to leave poverty when both transitions occur simultaneously.

25. Note also that in a basic model that does not include potentially endogenous vari-
ables, such as events or poverty gap dummies, these will end up in the error term. As a
consequence, the coefficients of interest would be biased if there is correlation between
omitted endogenous variables and any other independent variable in the model.

26. We here run three different regressions. The first one includes all household char-
acteristics and a dummy for presence of children. The second one uses the sub-sample
of households with children and includes a variable indicating the number of children in
the household. Finally, the third regression is run on the total sample and substitutes the
dummy for the presence of children by a variable that indicates the household type.

27. This is slightly over the average exit rate reported by Jenkins and Rigg (2001) for
individuals (not households) in the UK (37 per cent).
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28. Note here that the definition of “gaining a job” for “other household members” is
much more correlated with the exit from poverty than that of the spouse or the head by
construction. The information used to define it comes from the number of other house-
hold members receiving employment incomes that quarter while that of the spouse and
head comes from the answer to a question related to labour status in the last week before
interview.
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APPENDIX A.

Table A.1. Poor Households Demographic and Labour Status Characteristics
by Demographic Groups (1st Interview)

All households Households with  Households without

children children
Sample: 4831 2515 2316
age of household head 53.6 44.5 63.5
Sex of household head
female head 80.2 87.2 72.6
Education household head
illiterate 8.2 6.1 10.5
no studies 35.3 29.0 42.1
primary school 44.1 48.6 39.2
secondary (1st cycle) 7.4 11.3 3.3
secondary (2nd cycle) 34 4.0 2.8
university (3 years) 0.9 0.5 1.4
university (5 years) 0.6 0.4 0.7
Household dependents, number and age
number of children (no incomes) 1.13 2.17 0
number of income receivers 0.84 0.94 0.73
number of dependent adults 2.80 3.88 1.62

(continued on next page)



What Helps Households with Children in Leaving Poverty? Evidence from Spain 29

Table A.1. Continued
All households ~ Households with ~ Households without
children children
Sample: 4831 2515 2316
Size of municipality of residence
< 5000 inh. 242 20.0 28.8
5000-10,000 inh. 12.7 13.8 11.5
10,000-20,000 inh. 12.1 13.6 10.4
20,000-50,000 inh. 12.0 13.7 10.1
50,000-100,000 inh. 10.7 11.9 9.5
100,000-500,000 inh. 18.4 18.0 18.9
> 500,000 inh. 9.8 9.0 10.7
Type of housing
owner-occupied 73.8 69.2 78.9
subsidised 1.1 1.6 0.6
rented 17.3 19.4 15.0
rent-free 7.7 9.7 54
Head labour market status
employed: f — t, qualified 9.5 16.6 1.9
employed: f — ¢, non-qual., agric. 3.7 5.5 1.7
employed: f — t, other non-qualified 7.2 11.9 2.1
employed: self-employment 15.6 19.4 11.6
employed: less than 13 hrs 2.6 3.0 2.0
unemployed — some Ul or IS 0.2 0.2 0.2
unemployed — no UI or IS 16.4 23.3 8.8
retired — some pension benefit 38.7 16.9 62.4
retired — no pension benefit 2.3 1.3 3.4
working at home 1.6 1.1 2.1
other status 2.0 0.6 3.6
Spouse labour market status
no spouse 22.6 12.3 33.8
spouse employed 7.8 10.9 4.4
spouse not employed 69.6 76.8 61.7
Poverty gap
income 50-60% median 21.7 20.8 22.6
income 40-50% median 15.9 14.8 17.2
income 30-40% median 9.5 9.9 9.0
income 20-30% median 5.0 5.8 4.1
income < 20% median (not zero) 45.3 46.4 44.0
income = 0 2.6 2.3 3.0

Note: Ul is unemployment insurance and IS is income support.
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