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Abstract

Purpose — This paper aims to focus on non-poor households that during the Great Recession experienced
economic stress (ES). That is, whose economic comfort was reduced taking into account their previous living
standards. The paper seeks to determine how the crisis has affected this extensive (and key) social group.
Design/methodology/approach — The analysis has been performed in a dynamic way. The non-poor
households ES situation and its changes are studied throughout the period 2008-2016 by taking the four-year
intervals provided by the longitudinal Spanish Living Conditions Survey. The authors discuss and select the
circumstances to determine whether ES has occurred. To identify which variables determine the probability
of suffering ES the authors use a standard logit model.

Findings — The main variable is the tenure status of the dwelling: property with a mortgage or rented
multiply the risk of ES by up to 3.5 times. ES falls as the household’s work intensity increases. However, an
improvement in the employment situation cannot be associated with a reduction in ES probability. The main
socio-demographic variables behave as predicted: woman householder, grow in the number of household
members and bad health increase the risk of ES, and the higher the level of education of the householder, the
lower the risk.

Originality/value — There are very few studies regarding the people above the poverty line. Exploring and
analyzing the factors determining the sensitivity of the largest part of the population to the crisis is very
relevant, as the pace of the economic recovery depends largely on them.
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1. Introduction

It is well-known that economic crises are not neutral in terms of the income distribution.
The Great Recession and the austerity policies adopted have had a regressive impact on
social equity, which has been manifested in the impoverishment of the people with fewer
resources. The households at the lowest level of the income distribution have been
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studied and characterised in depth. The consequences in Southern Europe derived from
the fiscal adjustment measures, as well as those related to its distributive impact on
households, poverty and aggregate demand, have also been analysed. See, for example,
the studies by Guillén et al. (2016), Matsaganis and Leventi (2014), Paulus ef al. (2016) or
Perez and Matsaganis (2018). For the countries of the European Union as a whole,
research has been conducted by Cantillon ef al (2017) and Chzhen (2016a, 2016b) in
relation to child poverty, Karamessini and Rubery (2017), who focus on the gender
perspective or Leschke et al. (2015), who assess the consequences in terms of the
objectives of the Europe 2020 strategy.

In Spain, a review of the studies on poverty prior to the crisis can be found in Arranz
and Garcia-Serrano (2009), while an extensive synthesis of the more recent contributions
has been conducted by Prieto-Alaiz et al. (2016). However, it is also worth mentioning the
studies on the incidence of poverty conducted by Ayala (2014), Ayala et al. (2011, 2014,
2017), Ayllén et al. (2007), Cant6 et al. (2012), Pérez-Mayo (2008), Garcia et al. (2008) or
Herrero et al. (2013). Specifically, the research of Prieto-Alaiz et al. (2016) focussed on the
multidimensional measurement of this phenomenon, Canté et al. (2015, 2016) addressed
the relationship between gender and poverty, while Zugasti and Laparra (2017), Cueto
et al. (2017) or Tejero (2017), who analysed the geographical disaggregation, mobility and
dynamics of situations of poverty, complement those above. Finally, the studies of
Lafuente and Faura (2012a,b), which examined the shift from vulnerability to social
exclusion, are also of interest.

The above-mentioned studies discuss the situation and measurement of poverty in Spain,
addressing different topics related to individuals who live in households suffering from
monetary poverty. The contribution of this paper is that it focusses on those households that
have never crossed the poverty line and, in general, do not have access to any type of
assistance, subsidy or benefit within the framework of the public social protection system,
but have experienced the emergence of certain economic stress (ES)[1]. That is, we zoom in
on the households (not in poverty) whose economic comfort has been reduced taking into
account their previous living standards. There are very few studies regarding the situation
of people above the poverty line, and measuring these issues from the point of view of
households is fundamental (Moreno, 2017; Gradin et al., 2017). In the Spanish case, the non-
poor households constitute a sient majority, which has been largely ignored by applied
research. The paper seeks to determine how the crisis has affected this extensive non-poor
group of our society[2]. Exploring and analysing the factors determining the sensitivity of
the largest part of the population to the economic crisis is very relevant, as the pace of the
economic recovery depends largely on this population group[3].

This analysis of the circumstances of non-poor households has not been performed
statically but in a dynamic way, which constitutes the second contribution of this paper. The
situation and its changes are studied throughout the period 2008-2016 by taking the four-
year intervals provided by the longitudinal version of the statistical source used, the Living
Conditions Survey.

The paper is structured as follows. After briefly describing the data source used, Section
3 defines the group of households to be studied. Section 4 explains the procedure for
selecting and designing the household variables used in the subsequent modelling. Section 5
discusses the results of the logit model of the probability of whether a non-poor household
suffered ES during the Great Recession. The study concludes (Section 6) giving some
reasons, which may explain one of the most alarming results of the estimates, that is, the
increase in employment does not seem to have reduced the emergence of ES in non-poor
households. Section 7 includes the main conclusions.



2. Statistical source: Living Conditions Survey (Encuesta de Condiciones de
Vida, ECV)

The ECV is an annual survey conducted among Spanish households. It is a statistical
operation harmonised under the EUROSTAT initiative called EU-SILC (European Union-
Statistics on Income and Living Conditions), whose objective is to provide information about
the distribution of income and the situation of social inclusion for all of the EU countries for
the population living in main private households[4].

The Spanish ECV files are published yearly in two formats: transversal (with
information of only one year) and longitudinal (with information about the same households
for four-year periods). In the transversal format, the sample is divided into four rotation
groups, one of which is renewed each year. Therefore, the time that each subsample remains
in the survey does not exceed four years. The longitudinal ECV — from here on, ECVL —
provides, theoretically, the information from a quarter of the sample in the first interview —
with only one year of the transversal ECV—; the two interviews from another quarter in the
second turn — two years of the transversal ECV—; the three surveys based on another 25 per
cent in the third ECV wave, and finally, the rest in the last transversal ECV interview and
for which there are four observations, one for each year of the longitudinal period.

With each longitudinal wave of the ECV a pure panel of households can be constructed
which enables the same people to be followed over time so that the changes in their lives can
be studied. As our paper is focussed on the recent economic crisis, we select the period 2008-
2016 which is gathered in six ECV longitudinal waves. The first one corresponds to the
period 2008-2011 (hereafter, ECVL-2011) and the last one to the years 2013-2016 (ECVL-
2016).

3. Determining the group of non-poor households suffering from economic
stress

Our group of interest is formed by (i) ouseholds interviewed in the four consecutive years;
(i) which at the beginning of each longitudinal period, did not suffer from ES[5] and were
not below the annual poverty line and which, at least in the following two or three years
-consecutive or otherwise- experienced ES, but (iii) which, from an income point of view, did
not fall below the corresponding annual poverty lines. Therefore, the dependent variable is
based on two conditions regarding the households: that they neither suffer from ES at the
beginning of the period nor do they ever fall below the poverty line. The values of this
variable, 1 or 0, depend on whether the household has experienced ES two or three years
after the initial survey one (1) or not (0).

The pre-condition that the household has been interviewed throughout the four years of
each ECVL is guaranteed for the sample of selected households after the filtering of the
original microdata files. This cleaning is necessary, as said before, because the households
and individuals in the ECVL may have been interviewed on one, two, three or a maximum of
four times, depending on the sample rotation system of the transversal ECV and the sample
attrition. In particular, there is a starting balanced subsample of an average of 2,500
households in each annual ECVL.

3.1 Emergence (or not) of economic stress in the household throughout the period

In the section called Social Exclusion of the Detailed household data file of the ECVL, 15
questions are asked regarding the situation of material deprivation (MD) and ES.
Specifically, the Spanish ECV asks whether the household has been in arrears on mortgage
or rental payments and utility bills (electricity, water or gas); or on instalment payments or
other consumer loan payments. Information is requested about whether these expenses
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represent a heavy financial burden for the household or whether they are affordable. It
examines whether the household has the capacity to face unexpected financial expenses and
its ability to make ends meet. The household is also asked about its capacity to afford a one-
week annual holiday away from home; whether it can afford meat, chicken or fish at least
every second day and finally, whether it has a telephone (including mobile), a colour
television, computer, washing machine or car.

The majority of these items are used by the EU to measure MD. The concept of MD is
based on:

[. . .] the affordability of a selection of items (goods or services) that are considered to be necessary
or desirable for people to have an “acceptable” standard of living in the country where they live
(EUROSTAT, 2012).

Given the income group that we want to study (non-poor households), our focus is not to
measure situations of MD, more typical of households in monetary poverty and that
describe situations of much more intense involuntary lacks, but situations of ES. In that
sense, not all items described above are suitable to establish the presence of economic stress
in the household. We identify several questions that are clearly related to ES, understood as
the worsening of the non-poor economic situation at a household level, and we drop the
items most related to the risk of falling into monetary poverty. For example, not owning
(enforced lack of) a telephone, washing machine or colour television seems to be more closely
associated with being below the monetary poverty line than the impoverishment of the non-
poor households. This is similar with regard to delays in payments of the regular household
bills (electricity, water, gas or insurance).

We select four circumstances to determine whether ES has occurred or not in non-poor
households. First, in accordance with the household capacity to pay the monthly expenses,
there is ES for households which answer: with great difficulty, with difficulty or with some
difficulty. Second, if the total household expenses (including insurance, electricity, community
charges, etc,) represent a heavy burden. Third, if the household cannot cope with unexpected
expenses, and finally, if it is unable to afford a one-week annual holiday away from home.

Two items of our set — the inability of the household to meet unexpected expenses and to
afford one week’s holiday away from home — are included in the EU MD definition, but they
are considered to be the least related to severe MD[6]. The selected items are very similar to
those used by Watson et al. (2015), Whelan and Maitre (2013), Whelan et al. (2016) or Whelan
et al. (2017), although not identical. Particularly, making ends meet, housing costs as a heavy
burden and inability to meet unexpected expenses are common factors, but arrears on
housing or utility bills have been substituted by the inability of the household to afford one
week’s holiday away from home.

The situations related to instalment payments or to delays in loan or mortgage payments
are not selected for two reasons. First, because if the delays in the payment of mortgages are
part of the dependent variable and, at the same time, the housing tenure (in which property
with a mortgage is very frequent) is used as an explanatory variable, autocorrelated
variables are obtained. And second, because not all households have these expenses. Unlike
other EU countrieg[7], the presence of delays is not very frequent in our sample (only 3.7 per
cent of the sample ECLV 2011-2016 suffer any of the three arrears). By contrast, the ability
of the household to afford one week’s holiday away from home is an item socially recognized
as a necessity by half of the EU-27 population (Guio, 2009, p. 4) and is frequent in our sample
(10.7 per cent of households).

The reliability of our ES items was verified using Cronbach’s alpha test. In social science
research, a high value of the alpha coefficient is often considered as evidence that the set of



items measures an underlying concept. The average reliability of this measure across all six
waves of the ECLV using Cronbach’s alpha was 0.79, which shows a satisfactory level.
When we include the arrears items in the set, the alpha value is reduced (0.68 on average).

Like Watson et al. (2015), we select a simple additive approach in our ES measure
because, in contrast to a weighted one, it has the advantage of making the interpretation of
the results simpler[8]. A household is defined to be in ES when during a minimun of two of
the three remaining years in the ECVL sample it has experienced at least one ES factor. This
choice is similar to the standard procedure to identify the risk of persistent poverty in the
EU social indicator. We consider that an appropriate criterion for ES emergence is that the
household has experienced at least one ES factor. This is adequate because we are trying to
capture how non-poor households have coped with a sfight worsening of their economic
situation[9].

Table I shows the proportion of households interviewed over the four years of each
ECVL who suffer from at least one of the ES selected factors. It can be observed that the
most frequent item is that the household expenses become a heavy burden, which is the case
for approximately half of them. The other three ES factors have a frequency of occurrence of
around 10 per cent.

3.2 Condition of non-poverty in the household at the beginning and throughout the period
The second condition is that the households cannot have an income below the poverty line in
any year. To determine which households satisfy this condition, it is necessary to calculate
the income of each household per consumption unit (CU). Thus, we follow the same
procedure as the INE and the EUROSTAT by using the modified OECD scale that gives a
weight of 1 to the first adult in the house, a weight of 0.5 to the other adults and a weight of
0.3 to children under 14 years of age.

As the Income variables include the amount of total disposable income of the household
(HY020) in the year previous to the survey, this income is divided by the household’s CUg[10],
which also correspond to the previous year. Finally, given the annual CUs poverty lines[11], we
compare them with the equivalent income of each household per CU. If it is above the poverty
line, the household verifies the second condition.

Table II shows that 70.5 per cent of households are above the poverty line all the ECVL
periods. Therefore, the sample used contains 10,284 non-poor households, which are those
not suffering from monetary poverty in any of the four years of interviews[12]. Of these,
approximately half (4,932) do not suffer from ES at any time during the period, while the
other half (5,352) declare to have experienced one or more of the four selected ES factors at
some subsequent time.

4. Explanatory variables used to estimate the probability of the emergence of
economic stress in 7on-poor households

The variables used to estimate the probability of a household experiencing economic stress
are those usually found in the literature on the risk of poverty[13]. These are described
below and are based on the four files of each of the annual ECVL[14].

4.1 Demographic variables of the household

* Adults (persons aged 16 and over) in the household at the beginning of the ECVL period
(COUNT): This variable contains information regarding the demographic structure of the
household. It is assumed that an abnormally high initial number of adults in the household
could be positively related to the emergence of ES, as it is expected that when there are no
problems the adults gradually become independent from the households.
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* Variation in the number of adults in the household (VARCOUNT): The difference in the
number of adults between the first and last year of the ECVL. The number of adults in a
household may increase because teenagers have reached 16 years old, because of couple
formation or elderly family members joining the household. However, the number of adults
may either reflect the return to the household of members who were initially emancipated
but returned due to the economic crisis or groups of adults with no family ties living
together (labour immigrants) to overcome the recession. The hypothesis here is that an
unusual increase in the number of adults may be associated with the emergence of ES.

* Number of minors under the age of 16 in the household (CHILDREN): In this case, the
variable refers to the beginning of the period. This variable may indicate the level of fragility
of households, and therefore, their likelihood of experiencing ES, particularly in low-income
households. However, the relationship could be the opposite if a greater number of children
are associated with high-income households.

* Variation in the number of children in the household (VARCHILDREN): This variable
includes the increase in the number of minors from the first to the last year of each ECVL. It
is considered as complementary to the presence of minors at the beginning of the ECVL and,
at least in low-income households, it could be associated with a greater risk for the
appearance of ES.

* Age structure of the household (MEANAGEH): The age structure of the household can
determine whether it is more susceptible to suffering from ES. This variable is based on the
hypothesis that mature households have a lower probability of suffering from ES as they
have already incurred the main expenses (housing, vehicle,. . .) in the past, and their income
should be more stable. The average age of the household is obtained based on the ages of all
of the adult members in the same household in the initial year of each ECVL.

* Dispersion with respect to the initial mean age of the household (DPMEANAGEH): The
information regarding the age of the household is complemented by the standard deviation
from the mean measured in the number of years. The hypothesis related to this variable is
that the highest deviations possibly correspond to households with a regrouping of
previously emancipated members, which can indicate a greater economic fragility[15].

* Sex of the main person of the household (SEXPP): The use of this variable is based on
the hypothesis that when the householder is a woman, there is a higher probability of ES
because of the wage and occupational gap between men and women, and also because of the
greater frequency of single-female-parent homes. The selected variable is the sex of the main
Dperson responsible for the household at the beginning of each period, which according to the
INE (2013; pp. 43-44), is the owner of the property or the signer of the rental agreement.

* Level of education of the main person of the household (EDUCAPP): The reason that
justifies the inclusion of this variable is that a householder with a higher level of education
has a lower probability of suffering from ES as he/she is able to get a better job, and, in
general, this is associated with a higher level of education of the other members of the
household.

* Severe worsening of the health of household members (BADHEALTHH): As pointed out
by Fusco et al (2010) or Guio et al. (2012), the relationship between health status and poverty,
deprivation or ES can go in both directions. Health problems can impact on permanent income,
and lead to greater deprivation and ES or, conversely, people suffering from poverty,
deprivation or ES have a higher probability of developing health problems[16]. However, Fusco
et al. (2010; p. 34) found that in each of the 25 EU countries, the presence of at least one person in
bad health (self-defined status) in the household seems to have no significant impact on the risk
of income poverty, but it does have an impact on the risk of deprivation.



In our case, we have defined the household health variable as the sum of the times that
household members have gone from a self-declared health status of very good, good or fair
to bad or very bad. The hypothesis is that households can start to suffer from ES when one
of its members experience a serious health disorder{17].

4.2 Employment variables of the household

* Dutial employment intensity in the household (EMPLH): Several options have been
examined to analyse the relationship between the household employment situation and the
probability of suffering from economic difficulties. Initially, the employment situation of
either the main adult or the two main adults interviewed was considered. However, these
options do not take into account the situation of the rest of the adults in the household.
Therefore, it was decided to measure the work intensity of the household through the
proportion between the number of persons aged 16 and over who declared themselves to be
employed and those who could be employed in each household[18].

This ratio, calculated for the first year of each ECVL, takes a maximum value of 1 (all
members are employed) and a minimum value of 0 (no member is employed). Furthermore,
to avoid any negative bias in the measurement of the real household work intensity, the
adults of 16years of age and over who are studying have been removed from the
denominator.

* Increase in the employment intensity of the household (VAREMPLH): It is assumed that
an increase in the household work intensity can prevent the emergence of ES. Thus, the
number of increases in the household work intensity over the ECVL period has been
calculated. This variable takes a minimum value of 0 —if no increase has occurred— and a
maximum of 3 —if the increases have occurred in all of the years-—.

* Initial unemployment intensity in the household (UNEMPLH): The variable is similar to
that used for employment, although in this case, the interpretation is the opposite: the higher
the value of the ratio, the worse the situation (all of the members of the household who could
be working are unemployed). Contrary to the initial employment intensity, the denominator
in this ratio is not the total number of potential active members of the household, but those
members who declare themselves to be active. This is due to the indeterminate value of the
ratio when there are no active members[19].

* Increase in the intensity of unemployment of the household (VARUNEMPLH): In the
same way as changes in the work intensity are taken into account, changes in the intensity
of unemployment in the household over the four ECVL years are also considered as relevant.
Hence, the number of increases in the household unemployment intensity over the ECVL
period has been calculated. If unemployment intensity has not increased in the household in
any year, the value will be zero, and if the intensity of unemployment has increased among
the members of the household in one, two or three years, the variable will take the
corresponding value.

* Initial intensity of the retivement situation in the household (RETIREDH): Having a
secure income, such as a pension due to retirement or a non-contributory pension, have
constituted one of the ways to overcome the negative effects of the crisis, either because the
recipients are paid a fixed income for their personal use or because they share it with their
descendants, rescuing them from fragile economic situations[20]. We include this possibility
by calculating the intensity of the presence of a situation of retirement in the household,
understood as being associated with a lower probability of the household experiencing ES.

As in the case of employment and unemployment, the intensity of the presence of
retirement in the home is incorporated in relative terms, that is, calculating the ratio between
the retired members and the total number of household members aged 16 and over. The
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ratio takes its minimum value “zero” when no members of the household are retired and its
maximum value “one” when all of the members are in this situation.

4.3 Economic and geographical variables of the household

* Income group (IG): Based on the prior calculation of the household’s disposable income per
CU in the first year of each ECVL, the variable referring to the initial income group of the
household has been constructed. The hypothesis is that a household is more likely to
experience future ES when the initial income levels are lower. Therefore, the IG variable is
created using a scaling of the CU equivalent annual income per household in four intervals
which are based on multiples of the median equivalent annual income[21]. The household is
assigned to the lowest income group (IG = 1)when its income is between 60 per cent and 149
per cent of the median,; it is classified as middle income group (IG = 2) when its income takes
a value of between 150 per cent and 349 per cent of the median; it is in the upper-middle
income group (IG = 3) when it is between 350 per cent and 550 per cent of the median, and
finally, it is classified as being an upper income group (IG = 4) when it is higher than 550 per
cent.

* Variation in the household income (VARINCOME): To incorporate changes in CU
income in the model we have used a variable that reflects its relative variation, recoded by
intervals as follows: increase of over 50 per cent on the initial income (VARINCOME = 5);
relative increase between 20 per cent and 50 per cent of the initial income (VARINCOME =
4); relative variation between +20 per cent and —20 per cent of the initial income
(VARINCOME = 3); relative reduction between 20 per cent and 50 per cent of the initial
income (VARINCOME = 2), and finally, relative reduction greater than 50 per cent of the
initial income (VARINCOME = 1). The hypothesis for this variable is that its increase will
reduce the probability of the household experiencing ES.

* Getting assistance from other households (INCOTHERH): The availability of income
periodically transferred from other households can be associated with a situation of
economic fragility of the household and become a factor related to the probability that it
may suffer from ES (highly possible in single-parent homes, households with divorced or
separated parents with dependent children or students). Based on the ECVL variable gross
Dperiodical monetary transfers from other households throughout the previous year, its values
range from a minimum of 0 to a maximum of 3years, as it only contemplates this extra
income from the second year of each ECVL.

* Tenure status of the household (DWELLING): The use of the variable tenure status of
the household at the beginning of each ECVL period is supported by the assumption that
the impact of the crisis and the risk of suffering from ES differs depending on how the
households manage this fundamental expense in the family budget. The ECVL provides this
variable with five options: owned — with or without a mortgage; rented — at market price or
at less than market price — and, finally, lent free of charge. The main hypothesis is that an
owned property with a mortgage or a rented property at the market price represents a major
expense, and therefore, these two tenure categories should have the greatest impact on the
probability of a household suffering ES.

* Region of residence of the household (REGION): The REGION variable at the beginning
of each ECVL period is incorporated into the models, to take into account the fixed
geographic effects derived from residing in one region or another and, most of all, the
possibility of local social policies mitigating the effects of other variables (such as
unemployment or the tenure status of the property) on the probability of a non-poor
household suffering from ES.



5. Logit estimates of the probability of a non-poor household experiencing
economic stress

Both logit and probit models are usually used to link a dichotomous dependent variable to a
series of explanatory variables. We select the first one because it seems more appropriate for
the data used and also less complex in terms of the management and interpretation of the
results[22]. The logit regression model takes the following form:

yi=f'B)+uw, j=1,...,n,
where for each household ; in each ECLV, the probabilities when the dependent variable

takes the value of 1 (the household will end up experiencing ES) and 0 (the household will
not suffer any ES), conditional to a set of explanatory variables, are:

Pr(y=1jx=x) = %
i
1
Pr(y =0lr = 5) = W
j

The proposed models in Sections 5.1 and 5.2 have incorporated the 4-year ECVLs dynamic
through a longitudinal approach. To do this, the ECVL files have been restructured so that
in the same row — person or household — all the information from their 4 interviews is
collected. Once this has been done, the corresponding variables have been used in their
initial values and in their variation throughout the period. In this way, a time horizon of four
years can be evaluated, the maximum allowed by the longitudinal survey[23].

The majority of the records discarded for including only one, two or three interviews will
be retrieved in the subsequent ECVLs, when they complete their fourth turn. For the period
analyzed, only those in the first interview of the ECVL-2014, the ECVL-2015 and the ECVL-
2016 will be out of our estimates[24]. Therefore, it is understood that the bias generated by
choosing only records with four interviews, if any, is very small.

Finally, it should be noted that the ECVLs have a truncation problem because
individuals/households can only be observed over a maximum of four years, and it is not
known what happens before or after they leave the sample. This limitation results from the
temporal structure of the ECVL. However, whether or not truncation is a problem will
depend on the focus of the research. Here we analyze what happened throughout the crisis
with non-poor households, and we consider that the four years of each of the six ECVLs
reflect the 2008-2016 period well, which is precisely what we want to analyze[25].

5.1 Basic annual model
Table III shows the results of each of the six logit regressions of the model estimated to
determine the annual incidence of the selected variables on the probability that the zosn-poor
households experience ES. For all waves of the ECVL, the logit regression model is
statistically significant.

As is usually the case in this type of discrete choice model, the goodness of fit tests based
on synthesised measurements such as McFadden’s pseudo R? are not excessively high[26].
In our case, the model improves the log-likelihood between a maximum of 17 per cent
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Figure 1.
Odds ratios

(ECVL-2015) and a minimum of 12 per cent (ECVL-2013 and ECVL-2014) as it includes the
explanatory variables. Furthermore, in the best of cases, 71 per cent (ECVL-2016), and in the
worst of cases, 66 per cent (ECVL-2013) of households were classified correctly.

Overall, from a quantitative point of view (Figure 1), the variable most intensively
associated with non-poor households experiencing economic difficulties is the property
tenure in the categories of ownership with a mortgage or renting at market prices
(multiplying the risk by almost 3.5 times). An equally high impact can also be observed in
the income received from other households and in the rise in unemployment intensity
throughout the four-year period of each ECVL. Furthermore, the probability of suffering ES
increases to 53 per cent if there is someone in the household who has suffered a serious
worsening of their health status; increases to 22 per cent if the main person is a woman and
if the number of children has risen. In addition, the probability of encountering economic
difficulties increases to 40 per cent if the number of adults in the household has risen.
Although in this case the direction of causality cannot be established, the relationship could
be explained by the regrouping of adults in the household either for family reasons —
children returning home — or labour immigrants who have to share a dwelling due to the
harshness of the crisis[27].

At the other extreme, the risk of a non-poor household suffering from ES is 57 per cent
lower if it is in a high-income group at the beginning of the period; and a little less — 32 per
cent — if the household has a high initial rate of employment. The risk is reduced by around
18 per cent if there is an improvement in the household income and, almost in the same
proportion, 17 per cent, if the main person has a high level of education.
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With regard to the household labour situation, the asymmetry in the intensity of the effects
of employment and unemployment is noteworthy. While starting the period with a high
level of unemployment — or experiencing increases in its intensity — clearly increase the risk
of ES, as would be expected, the impact of employment is lower and more unstable. It is true
that while initially enjoying a favourable employment intensity slightly reduces the
probability of suffering ES, the improvement in the intensity does not generate appreciable
reductions in this risk and sometimes even increases it.

Finally, the fixed effects corresponding to the household’s region suggest that regional
homogeneity does not exist[28]. Compared to the reference category (Canary Islands), the
risk of suffering from ES increases in Catalonia, the Balearic Islands, Andalusia, Murcia and
Madrid, all of which are regions with high population densities and a strong presence of
foreign immigrants. A similar situation can be observed in Ceuta and, to a lesser extent in
Galicia and Melilla, although only for the ECVLs of 2011 to 2014. In almost all of the
remaining regions, the probability of the household experiencing economic difficulties is
lower.

5.2 Aggregated model and interactions between variables for the whole period

Table IV contains the second group of estimates using all sample household observations. In
this case, we can observe the behaviour of the model over time, as well as how some
estimations change when interaction terms are included.

The first estimation shows that, in general, the results reported for the six annual ECVLs
remain the same for the aggregated specification. Again, an improvement in the household
employment intensity cannot be associated with a reduction in the probability of the
household suffering from ES. On the contrary, when employment intensity rises, the risk of
suffering from ES increases. This result may be related to the low quality and
precariousness of newly-created jobs over the period analysed.

In relation to the time fixed effects, it may be observed that compared to the ECVL-2011,
which is the reference category, the more recent the ECVL period considered, the higher the
probability of a non-poor household suffering from ES. This result could indicate that
suffering economic difficulties is easier over time and that the duration of the crisis depletes
the household’s “reserves”. It also shows that despite the economic recovery in recent years,
and overall high probability of experiencing difficulties still prevails. This indicates that
these presumed improvements are not being enjoyed by the majority of the population.

The distribution of some explanatory variables between households with and without
ES, depends on the categories of other covariables. This is the reason why the interactions
between some selected independent variables (SEXPP, VAREMPL, DWELING and IG) were
explored. Basically, in Estimation 2 we include the interactions between the increase in the
household employment intensity and the main person gender, between the income group
and the increase in the number of both children and adults and, finally, between the income
group and the tenure status of the household.

With these interactions, the aggregate model does fit a little better, and although there
are no substantial changes compared to the results of the first model, they are nuanced. The
interaction term VAREMPL*SEXPP shows that the increase in the likelihood of the
household suffering from ES when employment grows is much greater if the main person is
a woman. This result highlights the greater fragility of employment in “female” households
and, once again, the difficulties to eliminate ES in households because of the low quality of
new jobs.

Interaction terms in which the effect of the explanatory variable depends on the
household income group have only been distinguished between the first income group (IG
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between 60-149 per cent of the median equivalent income) and the rest. Thus, the coefficients
of the estimates for VARCHILDREN*IG and for VARCOUNT*IG show the change in the
probability of ES occurrence when the household does not belong to the lowest income
group. It can be seen that in both cases the probability of suffering from ES is reduced in
the case of households with higher CU income. This indicates, therefore, that the negative
impact of the increase in the number of adults in the household and/or the number of
children, is concentrated in the lowest-income households. The last interaction term between
dwelling tenure status and the IG exhibits that in the lowest income group, the fact of being
a homeowner with a mortgage slightly increases the probability of ES.

6. Why has the increase in employment not reduced the emergence of
economic stress?

One of the most worrying results of the above-described estimates is that the improvement
n the employment situation of the members of the non-poor households cannot be strongly
associated with a reduction in the risk of ES. While a relatively high initial work intensity in
the household protects against difficulties, access to newly-created jobs during the years of
the crisis does not prevent the emergence of the ES. In the joint sample of the ECVL-2011 to
ECVL-2016, most of the households in which employment increased (78 per cent) did not
experience a simultaneous growth in their income by CU. Specifically, the income remained
at the same level in 49 per cent and decreased by 29 per cent.

In fact, this result is similar to that obtained in the analysis regarding the role the
labor market transitions with exits from the risk of poverty in the EU before (Cantillon,
2011; Marx et al. (2012) and throughout the crisis (European Commission 2016a, b;
Thévenot, 2017 or Herrero et al., 2018). Specifically, the European Commission (2016a, b)
found that reductions in unemployment contribute to a drop in poverty levels, but only
half of the poor who find a job escape poverty. In Spain, 62 per cent of the poor who
obtained a job continued in poverty in 2008-2009, while this percentage remained at 49
per cent in 2011-2013.

Thévenot (2017) analyzed if finding a job is associated with exits from the risk of poverty
in the EU 2010-2011. His results show that transitions to employment do not necessarily
result in exits from the risk of poverty. Again, only half the individuals switching from non-
employment to employment escape the risk of poverty at the same time (58 per cent in the
Spanish case). Finally, Herrero ef /. (2018) in their analysis of the labor market and income
in Spain 2007-2013, showed the existence of regions in which employment has recovered
clearly, but without growth in income. That fact, as they said, can be associated with the low
quality of employment created in recent years, as well as the persistence of long-term
unemployment. In general, as the European Commission (2016b) or Thévenot (2017) state,
there are two clear reasons that explain why finding a job does not guarantee exit from
poverty: the quality of the job found (type of contract, working hours and wages) and the
household composition.

As a result, it seems appropriate to study the new jobs found by members of households
in which work intensity has grown. Using the variable of most recent change in the activity
status of the individual, it has been found that 1,935 individuals who were unemployed or
inactive declared that they had found employment during the same year in which the
household experienced an increase in work intensity. Figure 2 shows some selected
characteristics of these jobs: the type of contract (temporary), the number of hours worked
per week in the main job (more than 40), and finally, the reason for changing the job in the
past 12months (compelled because of contract termination, business reasons such as
closure, too many employees, etc.). The weight of these characteristics is determined



according to the allocation of households to groups of either non-poor households, which do
not suffer from ES, households which do, and, finally, households, which have fallen into
monetary poverty during the ECVL period.

It can be observed that the percentage of individuals who obtain a job and belong to
households not suffering from difficulties is associated with a lower frequency of temporary
contracts. In addition, the higher quality of the new employment for people in this household
group can be observed in the lower weight of the new jobs with more than 40 hours per
week. Finally, in this same group, there is a lower incidence of changes in jobs for
involuntary reasons|[29].

These three results provide good reasons why in many households the quality of the new
job does not prevent the emergence of ES and/or monetary poverty, particularly, in
households with low initial levels of employment.

Moreover, the external information regarding wages[30] associated with the jobs
created during the crisis indicates a significant decrease in their levels. Using data from
the Spanish Labour Force Survey, the Bank of Spain (2017) has calculated a negative
wage gap for new entrants of around 24 per cent in the period 2006-2015. This gap can
be partially explained by the differences in the observable characteristics of the new
workers — sex, age, education, nationality — and those already present in the labour
market — sector of activity and size of firm —, although this stands at around 12 per cent
on average, once the impact of these differences on wages has been deducted. Using the
Spanish Continuous Work History Sample compiled by the Spanish Social Security
system, Fernandez Kranz (2017) also finds this decrease in the wages of newly-
employed workers between 2008 and 2015 and argues that the principal explanatory
factor is that the labour market pays less (between 5.4 per cent and 9.9 per cent) for the
same type of both job and person.

7. Conclusions

This research focusses on households that during the Great Recession experienced economic
stress but without crossing the poverty line. Using the Spanish ECVLs during the period
2008-2016, it seeks to identify which variables determine the probability of a non-poor
household suffered ES. Our results reveal that the variable that has most influenced the

Non-poor households without ES
70 m Non-poor households with ES
m Households in poverty

50
%
40
30
20
. . .
0

Temporary contracts More than 40 hours Compelled to change of job in
the last 12 months

Note: Sample of selected individuals, ECVL 2011-2016 (%)
Source: ECVL microdata (INE) and own elaboration
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probability of suffering ES is the property tenure status. Households living in properties
with either a mortgage or which are rented at market prices multiply their risk by up to 3.5
times. The high cost of housing in Spain at the end of the property boom period, together
with the rigidity of mortgage commitments place enormous pressure on many households
whose income levels went down as a consequence of the crisis.

The above variable is followed in importance by the effects of the employment and the
income group variables. The household risk of suffering from ES falls significantly the
higher its work intensity at the beginning of the period, the higher its income group or if
there have been increases in the household income. However, while initial high work
intensity protects the household from experiencing difficulties, access to newly-created jobs
during the years of the crisis does not prevent the appearance of ES. The improvement in the
employment situation of the non-poor household members cannot be strongly associated
with a reduction in the risk of ES. This result in Spain is related to the low quality and
precariousness of newly-created jobs during the period analysed. This constitutes a topic to
be researched in-depth in the near future and could also be extended to other neighbouring
countries.

With respect to the socio-demographic variables, these behave as predicted. If a woman
is a householder, the risk of suffering from ES increases. It also increases if one or more
members of the household have experienced a serious worsening in his/her health status
and if the number of children and the number of adults in the household has grown. Finally,
the higher the level of education of the main person, the lower the risk.

However, when the selected interaction terms are included in the aggregated model, the
increase in the likelihood of the household suffering from ES is much greater when
the employment has grown up in a household where the main person is a woman. Moreover,
the probability of suffering ES derived from the increase in the number of adults and
children in the household is strongly concentrated in the lowest income households.

Our analysis suggests that with regard to fixed effects, there is no regional homogeneity
and the time variables indicate that the more recent the ECVL period considered, the higher
the probability of non-poor households suffering from ES. The persistence of the recession
has gradually led to the household’s reserves running out. Thus, recovery from the economic
crisis has not yet reached the majority of Spanish society. This result is reinforced by the
survey carried out by the FOESSA Foundation in 2017, which reveals that only 27 per cent
of Spanish households are experiencing the effects of the economic recovery and that the
evolution of living conditions is not as positive as could be expected (FOESSA, 2017). In
relation to this, it would be interesting to investigate the determinants of households’ exit
from ES in the future to give a more complete picture of the ES dynamics.

Notes

1. The literature around the ES concept uses the terms of financial/economic strain, financial/
economic stress, financial/economic hardship, financial difficulties or inability to cope financially
indistinctly (French and Vigne, 2019). Like Whelan and Maitre (2007, p. 162), we use the label ES,
rather than economic strain because EUROSTAT uses the latter term for something closer to the
basic deprivation index consistent with poverty (EUROSTAT, 2019).

2. In Spain, 70.5 per cent of the households studied are always above the poverty line.

3. About the role of the middle income group in developed economies see, for example, the Pew
Research Center (2017) report.

4. See INE (2013) for the specific methodology in the Spanish ECV.



10.

11.

12.

13.

14.
15.

16.
17.
18.

19.

. Section 3.1 defines the ES factors and explains in what circumstances a household is considered

to be suffering from economic stress.

. Guio et al. (2012, p. 52) and Guio et al. (2017, p. 35).

. For example, for Ireland the percentage of people with arrears (mortgages, rent, utility bills or

hire purchase) rises to 17% on average (ECV, 2008-2017), so this item is relevant to identify ES
there — as Whelan et al. (2016) did — but not in Spain. If we were to compare countries, the items
would be identical and the differences in their prevalence must be solved through a weighting
procedure (see below).

. If a household suffers two ES factors, our index always equals 2. On the contrary, the ES value is

not constant with a weighted index.

. Know that a threshold above one leads to an ES condition that is rarely given, even for

households that experience monetary poverty.

Through successive restructuring and merging of the basic personal data file and the detailed
household data file, the number of people and their age has been obtained and transformed into
CUs for each year and household (details about the procedure to join the ECVL files are available
upon request).

The poverty line is 60 per cent of the median annual income per CU. This is the most common
threshold in the literature and is also the criterion used by the INE and the EUROSTAT.
However, it is not exempt from criticism. For a discussion on the classical poor/non-poor
dichotomous measurement, see Ayala et al. (2014), and, for example, on fuzzy measurements, see
the study by Verma et al. (2017).

Given that the income data of the ECV refers to the year prior to the interview, to establish the
households without initial poverty the income data corresponding to the second year of each
period must be used. For the rest of the period, it can only be guaranteed that the household has
not suffered from monetary poverty with respect to the two following years, as the income of the
fourth year will be known in the following year and the data will not be included in the
corresponding ECVL.

For the Spanish case see, for example, Arranz and Garcia-Serrano (2009), Albert and Davia (2013)
or Tejero (2017).

Distributions of these variables among the households files are available upon by request.

Other alternatives have been implemented for the possible effects of this variable, such as the age
of the household main person or the average age of the two main adults interviewed. However,
both the mean age of all adults in the household and the dispersion from the mean are considered
more appropriate.

For a discussion about health and the errors in the definition of MD indices, see Beduk (2018).
This variable constructed only for the main person is less explanatory.

We do not use the EUROSTAT (2012, 2014) EU definition of household labor intensity because
the variables used in the transversal ECV to estimate this indicator are not available in the ECVL.
For this reason, our employment intensity variable is closer to the concept of the household
employment rate. In any case, the standard EUROSTAT indicator is not exempt from problems,
such as the number of “workable” months, the estimates of full time equivalent employment and
the scope of the population of potential workers (aged 18-59). See Ponthieux (2010a, 2010b, 2016,
2017).

The variables EMPL and UNEMPL would not have a high correlation as the former is based on
the employment rate and the latter on the unemployment rate. We compute the correlations for the
initial year of each wave of the ECVL, and the highest coefficient is —0.32 (ECVL-2012).
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20.

21.

22.

23.

24.

25.

26.

In addition, there are no high correlations between VAREMPLH and VARUNEMH. Specifically,
a maximum positive value of 0.39 (ECVL-2016). Note that it may be rather a situation in which
the household experiences unemployment and, at the same time, achieves contracts and new
jobs. Hence, there is a high unemployment/employment rotation.

See Gradin (2016), Mari-Klose and Escapa (2015), Pérez-Albarracin and Montero (2016) or INE
(2012).

Among economists, the terms “middle income” group and “middle class” are often used
interchangeably (Pew Research Center, 2017; Whelan ef al,, 2016, 2017). As Whelan et al. (2016,
2017) points out, within this income-based framework, class classifications are given according to
deciles or quintiles, or percentages of median household income. For the first approach, the size of
classes remains constant over time (Atkinson and Brandolini, 2013) and for the second, there is
no specific methodology for the distribution of households by income groups. For example, for
the Spanish case, Herrero ef al (2018) divided the households into two groups according to
whether the income was greater or lesser than the mean income. Subsequently, for each of these
two subgroups, they calculated the mean incomes and used the same division rule. Meanwhile,
Goerlich (2016) establishes three income intervals (called “social class”): less than 75 per cent,
between 75 and 200 per cent and over 200 per cent of the median. The intervals we use guarantee
enough households in the highest part of the distribution.

For a discussion and empirical interpretation of the logit and probit models using the ECV, see
Arranz and Garcia-Serrano (2009). Indeed, a probit model has been estimated for the households
ECVL 2011-2016. We obtain a similar goodness of fit, identical signs of the estimated parameters
and statistical significance, although the coefficients (in absolute value) are slightly lower.

This procedure is identical to that described by Henke and Till (2014) except for the last step. In
our case, it is not necessary to reshape the “wide” format of the data (each register information in
one row plus additional variables for longitudinal analysis derived from “cross-sectional” time-
varying variables) back into the “long” format (person-period data where individuals appear in
each year), because we do not study duration spells of monetary poverty, deprivation or ES.

Regardless of the sample attrition, which is assumed to be compensated ex-post through the
longitudinal elevation factor (Cant6 and Ruiz, 2015) so that in the ECV individuals with closely
associated with drop-out probabilities receive relatively large weights to compensate. However,
as Jenkins and Van Kerm (2017) point out, the weighting strategy works if those remaining are
not systematically different from those droppig out.

We do not make the assumption that entry into ES during the crisis years is specifically due to
the crisis, as it is necessary to compare the results before, during and after the crisis. At present,
it is not possible to address for two reasons. First, the last disseminated ECVL covers the period
2014-2017, so its income data starts one year before, in 2013, during the crisis. Second, in 2013 the
Spanish ECV began to use a new procedure to obtain household income data using
administrative records, instead of the previous method through a personal interview -self-
declared income-. Goerlich (2019) has analyzed the impact of this change from 2008 to 2014, and
has found raises in the household income levels and so, lower poverty levels: 13 per cent of
households classified as poor with self-declared income are non-poor using the registers. Hence,
the analysis prior to the 2013 ECVL leads to an important methodological limitation for our
dependent variable (households with/without monetary poverty) because the relative threshold is
not operationally identical to the new one. Furthermore, the probability of being classified as non-
poor household would be higher with the current one.

For example, in logit estimates based on the ECV/EU-SILC, a maximum McFadden pseudo R* of
0.07 was obtained by Greulich and Dasré (2017) for the women'’s probability of being followed up
for four years; according to Luckanicova ef al. (2012) a value of 0.215 for the probability of being
employed in Slovakia; Iriondo and Rahona (2009), in their analysis of the differences in holding a
house in Spain between the native and immigrant population, find a maximum pseudo K? of 0.11;



meanwhile, Guagnano et al. (2013), obtain a pseudo R of 0.32 for the relationships between self-
perceived poverty and both property and individual social capital. Other examples are Cueto
et al. (2017) for the probability of intergenerational transmission of situations of economic
difficulty and obtain a maximum pseudo R of 0.11; or 0.15 in Albert and Davia (2013) for the risk
of poverty among young Spanish people by region.

27. Herrero et al. (2018; p. 79) also find that in lower purchasing power households, the increase in the
average size can be the result of the grouping of family units to benefit from the economies of
scale.

28. Goerlich (2016) finds a similar result.

29. The x? homogeneity test was used for categorical variables. We rejected the null hypothesis that
the distribution of the variable (type of contract, hours of work and reason for change) does not
differ in the populations from which the samples were obtained (households without poverty or
ES and other households).

30. Although the ECVL contains information about the income of wage-earners for the calendar year
before the interview (PY010G variable), it cannot be completely related to the moment when the
individuals find a new job or start working, as the question about employment status refers to
the last year and a half, without considering the exact moment when the change happened.
Therefore, changes may have occurred in the activity status during the last six months to which
the PY010G is insensitive. In fact, in the EVCL-2016, we have found inconsistencies, such as 17
per cent of individuals who access employment from inactivity or unemployment and who
declare the monetary income of the wage-earner as zero, and 41 per cent who declare they earn
less than the previous year when they did not work.
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