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1 | INTRODUCTION

Youth unemployment and inactivity have become important issues worldwide. Unemployment
is generally higher among young people than prime age adults. Empirical evidence suggests that
unemployment when young can have negative impact on adult outcomes including unemploy-
ment (Burgess et al. 2003; Gregg, 2001), wages (Gregg and Tominey 2005), and transition to em-
ployment in subsequent unemployment spells (Dorsett and Luchino, 2018). In addition to youth
unemployment, inactive youth, often referred as Youth in Neither Employment nor Education,
Training (NEET) has become a concern for many countries. Among Organisation for Economic
Co-operation and Development (OECD) countries, average NEET rate for 18-24 age group is
about 14 per cent (OECD, 2019).

Many factors contribute to high NEET and unemployment rates. NEET and unemployment
rates are closely linked to economic performance and business cycle in a country. However,
within a country, there are also large differences in youth NEET and unemployment rates be-
tween men and women possibly due to cultural and institutional factors. In almost all OECD
countries, youth NEET rates are higher for women than for men for the 15-29-year-old group. In
Turkey, female NEET rates are about 25 percentage points higher than male NEET rates (OECD,
2019). Furthermore, female unemployment rates are also statistically significantly higher than
male unemployment rates with a 7-point difference in tertiary education graduates and 9-point
difference in high school graduates among 22-27 years old (Okten and Akyol, 2018). There can be
several reasons for gender gap in unemployment rates, such as low labour market attachment for
females, labour market institutions’ attitude towards females, and labour market discrimination
against females (Azmat et al. 2006). In this article, we propose that for inactive or unemployed
youth living with their parents, there might be important differences in parental expectations
and income support for offspring according to gender.

For young unemployed or inactive people living with their parents, parental income is likely
to be an important source for their non-labour income. According to standard theory of labour
supply, reservation wage increases with non-labour income. Therefore, in societies where paren-
tal income support is more easily available for youth, perhaps due to social and cultural norms,
youth might be in less of a hurry to find a job. However, it is hard to establish the causal effect of
parental income support on youth's inactivity, because parental income transfers to youth and
the youth's labour market outcomes are endogeneously determined. Hence, in this study, we
consider that an involuntary job loss of household head can act as an exogeneous income shock
and affect probability of youth's transition from non-employment (unemployment or inactivity)
to employment.

We hypothesize that reservation wage or job quality requirements of a young person may fall
in response to an involuntary job loss of the household head. These constraints and their relax-
ation may vary between men and women resulting in heterogeneous labour market responses
to head's job loss according to sex. In addition to varying responses between men and women,
there can be also heterogeneous responses across education levels of the youth. Therefore, in this
article, we examine heterogeneous labour market responses to head's job loss according to young
person’s gender and education levels.

What motivates our consideration is that the reservation wage and job quality require-
ments may indeed be a factor in youth unemployment or inactivity, is our observation that not
only youth unemployment is high in the world but also it is high among youth who are highly
educated. In US, college graduates in ages 22-27 years old, holding a bachelor's degree or
higher, are more likely to be unemployed or underemployed compared with overall workers
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(Kelly, 2019). In Turkey, unemployment rate of 22-27-year-old college graduates is about 9
percentage points above the unemployment rate of high school graduates in the same age
group (Okten and Akyol, 2018). These high unemployment rates might be due to either lower
market opportunities for educated youth or their own high wage and job quality expectations.
Empirical studies of youth unemployment have found that having higher levels of education
is associated with higher probability of transitioning both from school to employment and
unemployment to employment (Kelly and McGuiness, 2016; Ryan, 2001). Hence, it is more
plausible that education may increase labour market expectations rather than decrease job
market opportunities.

In the past three decades, many countries put in place education reforms that increased
higher education attainment rates (Bratti et al., 2008; Blanden and Machin (2004); Kyui (2016)).
In Turkey, there have been two education reforms that increased both secondary and tertiary
education levels, first that extended compulsory schooling from 5 to 8 years in 1997 (Akar et al.
2019; Aydemir and Kirdar, 2017; Kirdar et al. 2016) and second increased available slots in ter-
tiary education by 60 per cent during 2006-2009 (Caner et al. 2019), thereby increasing youth
education levels. Hence, higher labour market expectations due to increased human capital in-
vestments may have resulted in wage and job quality expectations that exceed current job offers.

A few studies examine labour supply decisions of household members as a result of household
head's job loss. Skoufias and Parker (2006) find that job loss of the male household head increases
labour force participation of the wife, however, it does not affect the labour force participation of
either 12-19-year-old males or females. Fuchs and Weber (2013) show that, in Germany, when
household head becomes unemployed, spouses and young individuals living in the household
are more likely to participate in the labour force. Da Silva (2016) investigates the effect of house-
hold head's job loss on labour supply decision of wife, children, and young individuals in Brazil.
His findings suggest that children and young adults join the labour force in response to head's
job loss. Botri¢ and Tomi¢ (2018) using data from seven European countries find that when both
parents lose their job, young individual's labour force participation increases.

Our study is different from the aforementioned studies as our focus is on transition probability
of young persons aged 15-24 from non-employment to employment differentiated according to
education levels and gender. We develop a conceptual framework where we discuss the factors
that might affect the transition probability from non-employment to employment according to
educational levels and gender. We conduct our analysis using Turkish Household Labor Force
Surveys (THLFS) data set for years between 2005 and 2016. From THLFS data set, we can ob-
serve the employment status of both the household head and the young individual both in the
current year and the previous year, and this allows us to conduct a 2-year pseudo-panel analysis
for 12 years. We establish our sample such that it consists of household heads who are in employ-
ment in the previous year and young individuals (15-24 years old) living in the same household
who are not in employment in the previous year. The design of the sample allows us to investi-
gate the change in the employment status of the young individual as a result of unexpected and
involuntary unemployment of the household head. Hence, we are able to examine whether the
income loss of the household head encourages the young individual to transition to employment
from non-employment. In addition, first differencing allows us to control for individual fixed
effects and address the problem of omitted variable bias due to unobserved ability and values
that affect both head's and offspring’s labour market outcomes only if the unobservables are time
invariant. We include interaction terms of young person's education level with change in head's
employment status and examine heterogeneous labour market responses according to education
levels.
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Our empirical results show that transition probabilities from non-employment to employment
vary according to gender and education level of the youth. When we consider the effect of head's
change in employment status from employment to unemployment on an average individual, we
find a positive but statistically insignificant effect for females and positive and statistically sig-
nificant effect for males, unlike Botri¢ and Tomi¢ (2018). However, when we include interaction
terms with education variables a more nuanced and interesting picture emerges. A female with
at least a high school degree is about 8.7 percentage points more likely to be in employment in
the treatment group where the head experienced an unexpected job loss than a similar female in
the control group where the head remained employed. However, we do not find any differential
effects according to education levels for males. One interpretation of our results is that education
mitigates the role of social norms in low female employment rates as young women with higher
levels of education are more likely to transition to employment in response the head's job loss
and overcome social barriers to entry into the labour market.

We contribute to the literature in two ways: first, our article is the first study that investigates
the effect of the involuntary job loss of the household head on young individual's probability to
transition from non-employment to employment differentiated according to the youth's both ed-
ucation level and gender. Second, this issue is considered for the first time in Turkey, which has
highest NEET rates among the OECD countries.

The rest of the article is organized as follows: Section 2 discusses the conceptual framework,
Section 3 presents data, and Section 4 describes identification methodology. Section 5 provides
both descriptive and empirical analysis results. Section 6 concludes.

2 | CONCEPTUAL FRAMEWORK

In standard job search models, unemployed workers receive job offers that they accept if the
value of the offered job is higher than the value of unemployment (McCall, 1970). One hypoth-
esis regarding such frictions is that reservation wages among the unemployed are high relative to
offered wages, leading job searchers to reject job offers as unacceptable. According to theory of
labour supply, reservation wage and job quality requirements increase with non-labour income
and hence in countries where parental income support is more easily available for youth perhaps
due to cultural values, and social norms, youth might be in less of a hurry, to find a job. An un-
expected and involuntary job loss of the household head might lower reservation wages of the
youth and increase their transition probability to employment.

Fallon (1983) argues that reservation wages and quality requirements are likely to be higher
and hence more binding for more highly educated youth, causing them to refuse job opportuni-
ties more often. Hence, highly educated youth might have higher job quality and wage expecta-
tions and might be in unemployment or inactivity, despite their better job prospects compared
with youth with less education. An involuntary job loss of the household head might therefore
have a higher effect on the transition probability to employment of youth with higher levels of
education.

In socially conservative countries like Turkey, parents can also have higher job quality re-
quirements for their daughters (Caner et al. 2019). For example, women dominate the health
and education sectors. In 2005, about 70 per cent of university graduates majoring in health
field and 60 per cent of university graduates majoring in education field were women. In health
and education sectors, government is the primary employer as there is public health care system
and public education system in Turkey with limited private sector presence. Quality of jobs are
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considered to be better in the government sector than private sector for many women as work-
ing hours and conditions in the public sector are better regulated. An involuntary job loss of the
household head can lower these job quality requirements that might be more binding for women
than men and increase their probability to transition to employment.

On the one hand, for inactive individuals in the household, unexpected unemployment of
household head may force the individual to participate in labour force to also compensate for
the income loss of the household. This is like Added Worker Effect (AWE), which was first pro-
posed by Ashenfelter (1980) regarding the labour supply decisions of spouses. In a static model
of household labour supply, an added worker effect arises in the following manner. A spell of
unemployment experienced by the male head of household affects the labour supply of a non-
participating wife in two ways: the transitory reduction in household income and the increase in
husband's non-market time both tend to reduce the relative value of the wife's non-market time.
Although the wife's labour force entry is only one of the several ways in which the household
might adjust to the loss of income, the magnitude of the added worker effect should be related
to the efficacy or costs of other methods, such as more intensive job search by the husband or
borrowing. On the other hand, the individual may abstain from participating in the labour force
as a result of unexpected unemployment of the household head due to the anticipation of costly
job search, lower wages, or poor working conditions. This is alike to Discouraged Worker Effect
(DWE), which was first suggested by Lundberg (1985) regarding the labour supply decisions of
the spouses.' In this article, we examine the effect of involuntary job loss of the household head
on non-employed young individual's probability of transitioning to employment.

3 | DATA
3.1 | Description of the data set and variables

Our data source is Turkish Household Labor Force Survey (THLFS) data for the 2005-2016 pe-
riod prepared by Turkish Statistical Institute (TURKSTAT). THLFS is nationally representative,
yearly cross-sectional data set which contains a rich set of information about the individual's la-
bour market status as well as the socioeconomic and demographic characteristics. From THLFS
data set, we can observe the individual's employment status in the previous year. In addition,
we can also observe whether there has been a job loss from previous year to current year and
the reason for the job loss. Several reasons for job loss are listed in THLFS data set. For instance,
the individual may be fired/laid off or the individual may resign from the job to take care of
the children or disabled individuals in the household. The person may leave the job for educa-
tion or marriage purposes. The respondent may also leave the job although the job is seasonal/
temporary and thus terminated. Finally, being not satisfied with the job, being retired, or going
into the army are other possible reasons for leaving the job. Because we can observe the respond-
ent's employment status in the previous year, THLFS allows us to conduct pseudo-panels and
therefore establishes a good setting to observe the impact of unexpected unemployment of the
household head on probability of young individual's transition to employment from unemploy-
ment or inactivity.

The empirical analysis is subject to some limitations mostly because of the design of the sur-
vey. For instance, we can only consider the households in which parents and children cohabit at
both time {—1 and time ¢. This may lead to a selection bias in the analysis, especially after age 19,
as some children may leave the household after they become employed. In fact, if the offspring
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who leave the household in response to head's job loss are the ones who also find employment,
then our estimates are actually a lower bound because we do not observe young people who find
ajob and at the same time leave the house in response to head's job loss.

Before starting the empirical analysis, the most challenging task is to determine the
age interval that corresponds to youth. Both International Labor Organization (ILO) and
TURKSTAT refer youth as all persons between 15 and 24 years old. However, the studies that
examine the determinants of being NEET suggest different age categories for youth in the
literature. For instance, NEET group is defined as young persons between 16 and 18 years old
in the UK, whereas it is defined as young persons between 15 and 34 in Japan (Susanli, 2016).
OECD (2019) relaxes the ILO definition and refers youth as young individuals between 15 and
29 years old. We consider various age groups in this article, namely, 15-24, 15-19, and 20-24
age groups.

Before the extension of compulsory schooling law implemented in 1997, the education sys-
tem consisted of 5 years of compulsory primary school, 3 years of middle school, 3 years of high
school, and 2 years of higher vocational school or 4 years of university. The compulsory school-
ing law extended compulsory primary school from 5 to 8 years. In other words, the compulsory
schooling law made what formerly was called middle school (8 years) mandatory for those born
after 1986. In this article, we refer to the first 5 years of school as Primary school (which granted
primary school degree prior to 1997) and the first 8 years of school as Middle school (which
granted middle school degree prior to 1997 and granted primary/elementary school degree after
1997). Because the average school starting age is 6 in Turkey, an individual is typically 11 years
old when he graduates from Primary School, 14 years old when he graduates from Middle School,
and 17 years old when he graduates from High School according to our school definitions.

It is important to note that offspring who have different education levels are likely to have
different ability levels. This may cause bias in our results. Therefore, we account for an individual
fixed effect by using 2-year first differenced pseudo-panels to control for ability that affects being
employed at a given point in time. However, ability and education may not only affect employ-
ment status at time t but also success of transition from inactivity to employment from time t-1
to t. In order to account for this, in the empirical analysis, we include education dummies in
addition to their interaction with head's change in job status to control for both education level
and ability that can affect success of transition from inactivity to employment.

In the study, the main variable of our interest is the involuntary job loss of the household
head. We define household head in response to the answer of the question:

What is your relationship with the household head?

If the individual gives the answer me then he/she is regarded as household head.” In the empiri-
cal analysis, we refer the unexpected unemployment of the household head as job loss due to
a layoff or a fire, instead of using an overall unemployment indicator for the household head.
Using an overall unemployment indicator may result in biased coefficients because a voluntary
job loss (such as resigning from the job) is likely to be endogenous to the labour force participa-
tion decision of the other individuals in the household. Therefore, using the involuntary job
loss as the unemployment indicator may circumvent the endogeneity problem (Kohara (2010),
Stephens (2002), Karaoglan and Okten (2015)). Therefore, we consider the household head as
involuntarily unemployed if the household head reports that he/she is employed in the previous
year, but currently he/she is unemployed, and he/she states that he/she is laid off or fired.?
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Next, we refer the individuals living in the household as young person if he/she is between
15 and 24 years old, and reports that he (she) is the son (daughter) of the household head. We
present results for all young individuals, as well as for those who are currently not enroled in
education separately.

3.2 | Descriptive statistics

Table 1a provides the descriptive statistics of young individual's transition to employment and
other controls by gender for various age groups. The sample consists of young individuals who
are not currently enroled in education. For each group, the first column shows the descriptive
statistics for treated group (household head is employed in the previous year, but becomes invol-
untarily unemployed in current year), whereas the second column shows the descriptive statis-
tics for the untreated group (household head remains employed in current year). Table 1a shows
that for the 15-24 years old, the percentage of young females that transition to employment is
higher in treated sample than it is in the untreated sample though the difference is not statisti-
cally significant for an average female. However, when we consider females who have middle
school or at least high school degree, we observe that females in the treated sample are more
likely to transition to employment than females in the control sample and the difference is sta-
tistically significant at 3 per cent for middle school graduates and 1 per cent for high school or
above graduates. We observe a similar pattern for males. The share of young males that transition
to employment is higher in treatment group than in control group and the difference is statisti-
cally significant at 5 per cent for an average male. Males with at least high school degree who are
in treatment group are more likely to transition to employment than their counterparts in the
control group and the difference is statistically significant at 10 per cent.

Next, Table 1b presents the descriptive statistics for young individuals who may or may not
be currently enroled in education. There does not seem to be statistically significant differences
in percentage of individuals whose transition to employment between treatment and control
groups for this sample. The ones who are in education right now were likely to be in education in
the year before. Hence, we would expect that a young person who is in education is less likely to
transition to employment than a young person who is not enroled in education.

4 | IDENTIFICATION

In the empirical analysis, we first construct 2-year pseudo-panels based on survey questions for
the labour market outcomes of the previous year and the current year. Household head's in-
voluntary transition from employment to unemployment in the current year is the treatment
variable. The treatment group includes the households where household head is fired or laid
off in current year, whereas the control group (untreated group) includes the households where
household head remains employed in current year. Then, we pool the 12-year pseudo-panels to
conduct the empirical analysis and control for the survey year fixed effects on young person's
probability of transitioning to employment.
We then estimate the following pooled first difference linear probability model (LPM):

AEj; = fy + p1 AHE; + B, X; + B3(X;; * AHE;) + f, FEg + €5 L

85US01 7 SUOWILIOD BAIIER1D) 8|edt(dde au Aq peuienoB a2 Sapoile O ‘SN J0 S3nu 10y Akeiq1 8UIIUO AB| 1A UO (SUONIPUOD-PUE-SWLB)WI0D" A3 | 1M ATe.q)BUIIUO//SCL) SUORIPUED pUe SWe | 8U) 83S *[£202/20/LT] Uo ARiqiauliuo &M ‘AiseAiun e |19 Aq 9TZZT Iqe|/TTTT OT/I0pAco"A8 | Ale.q Ul UO//SANY Wiy papeoumod ‘2 ‘2202 ‘Y T66.9T



14679914, 2022, 2, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/labr.12216 by Bilkent University, Wiley Online Library on [17/02/2023]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

KARAOGLAN AND OKTEN

258

Juowkordui
0} pauonIsuern

€6L1°0 S0'0— 90 1S°0 611€°0 00— 61°0 €T°0 ‘uos1ad Sunox
t7-07:dnoigd a8y
0cZ8 144% 6LLT 8vv SUOIJBAISSqO JO ToqUINN
LT 0 20'0— L80 68°0 1200°0 80°0— L0 6L°0 +[00Y9S S[PPIA
SS6T°0 €00 €10 010 8L00°0 L0°0 92’0 6T°0 §S9] 10 Arewiig
:[9A9] UOTIBINPH
juswkordw
0) pauonIsuen
06%0°0 00— 9¢€°0 0¥°0 1970 10°0— €10 v1I'0 ‘uos1ad Sunox
61-ST1:dnoid a8y
6871 L CELT 0L9 SUOT)BAIISQO JO IoqUINN
66600 S0'0— Se0 0¥°0 10000 60°0— 620 8¢°0 +[00Y2s YSIH
860C°0 00 80 Y10 8L€0°0 90°0 (01 40] €0 [0013S S[PPIA
0TLS0 10°0 910 ST'0 9L0C°0 200 8C°0 9T°0 $s9] 10 Arewrtig
{[9AQ] UoT RONPH
juowkorduwa
0} pauonIsuen
99200 00— o S0 I112°0 00— ST°0 LT0 ‘uosiad Sunox
$z-61:dnoig a8y
anrea-d (1-n) (n) dnoag (1) dnoas anrea-d @-n) (n) dnoas (1) dnoas
UAINIA pajeanyun pajeax], DU pajeanun pajear],
S9N saTewd g
®

105 B1Ep pajood 9T0Z-S007 JO sonsnels aanduoseq T ATAV.L



14679914, 2022, 2, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/labr.12216 by Bilkent University, Wiley Online Library on [17/02/2023]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

=)}
n
N

PARENTAL JOB LOSS TURKEY

(senunuo))
SUOIIBAISSQO
9¢ere LSLT €09¢ 14348 Jo _quinN
9S8¢Y0 00— ST0 LT0 §99¢°0 €0°0— €20 9C°0 +[ooyds ystH
96860 10°0 90 €90 SL200 00— 850 090 [001[3s S[PPIA
9100 00 01’0 80°0 L0000 ¥0°0 LT0 €10 ss9] 10 Arewrtig
{[9AS] UOIBINPH
juowkordura
0] pauonIsuer}
1€9L°0 10°0 0 €20 €2C9°0 000 oro oro ‘uosxod Sunox
+7-S1:dnoig a8y
anrea-d a-n) (n) dnoas (1) dnoxs anrea-d a-n) (n) dnoas (1) dnoas
dURIIA pareanun pajeaa], dURIPIA pareanun pajea],
SOTe Nl sorewa,q
(@)
699 80¢ €6¢S (444 SUOIJBAIISCO JO JaqUINN
SYET0 60°0— ot'0 6%°0 S965°0 S0°0— 650 r0 +100Y0s y3rH
8¥80°0 110 6€°0 8C°0 L8OT0 80°0 €0 STO0 100738 S[pPPIN
0LYS0 00— 0c'0 [4aly 9TLT'0 90°0— €€0 6¢°0 $S9[ 10 ATRWILI]
{[9AS] UOIBINPH
anrea-d x-n) (n) dnoag (1) dnoas anrea-d x-n) (n) dnoas (1) dnoxs
dURIIA pareanun pareaa], DUAIIA pareanun pajeaa],
SITeINl sorewa,q
(®)

(penunuo)) T ATAV.L



14679914, 2022, 2, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/labr.12216 by Bilkent University, Wiley Online Library on [17/02/2023]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

KARAOGLAN AND OKTEN

260

‘pakordure paurewar

peay proyasnoy asoym srenprarput unoA sapnpout :dnoid pajeanun pue juswkordwaun o) juswAo[dwa WOy pauonIsueI} peay pjoyasnoy asoym sfenplarpur SunoA sopnpour :dnoid pajeary,

'JOU IO UOIBINPI UT PI[OIUD 3¢ A[IUILIND Aewl oym pue Tedk snoradxd ur juswkordws ur jou a1e oym syenpiarpur Junox :ojdures

888 L1y

LL8T0 60°0— 6v°0 850
8900 170 SE0 vT0
09v€°0 00— ST°0 LT°0
6¥70C°0 00— ov'0 wo
81S¢T oveL

9¢ev0°0 00— 16°0 €60
LLEOO 00 80°0 90°0
7596°0 000 LT°0 LT°0
anrea-d x-n) (n) dnoas (1) dnoas
DUAIIPIA pajeanyun pajeary,

SaeIN

‘pajuasaid are sdnoid pajearyun pue pajear) 10y SI[RIIBA JO SURIIA :IJON

SUOIIBAIISQO
99L 9T¢ Jo raquinN
9609°0 20°0— €5°0 SS°0 +100Y0s ySTH
GIST0 S0°0 00 ST'0 [00Y2S S[PPIN
€8C¢0 S00— ¥T0 620 SS9 10 ArewiLid
:[9AS] UoTIRONPH
jyuswkordura
0} pauonIsueI}
0090 10°0— 8T°0 61°0 :uosrad Sunog
+7-07:dnoid a8y
SUOIIBAISSQO
LEST 8TET J0 ToqUINN
0000°0 90'0— 780 060 +[003S I[PPIA
00000 90°0 ST'0 600 $897 10 Arewirig
:[oA9] UOIIRONPH
juowiLordura
0} pauonIsues)
0T¥¥°0 000 80°0 80°0 :uos1ad Sunox
61-ST1:dnoid a8y
anrea-d a-n) (n) dnoas (1) dnoas
QOUAIIFIA pajeanyun pajeaxl
soewIdJ
(@

(penunuo)) T ATIV.L



PARENTAL JOB LOSS TURKEY | 261

In equation (1), AEj;=1if the jth young person of the i™ household transitions to employment
in year t and AEj; = 0 if he/she remains unemployed or inactive. We refer AHE;; as the change in
the household head's employment status. The variable equals to 1 if the household head is fired
or laid off and it equals to 0 if the household head continues to be employed in year ¢.

Our pooled sample consists of two-year first differenced pseudo panels. Hence, in each two-
year first differenced pseudo panel, time invariant characteristics such as age and education fall
off the equation. Although change in age is equal to a constant for each individual, education
can arguably vary across the two-year panel. However, we only observe education in the cur-
rent year t. Hence, from our perspective education is a constant individual characteristic in the
two-year pseudo panel. Thus, we include the interaction of education with change in household
head's employment status. By doing so, we can examine how young individual's response to
head's change in employment status varies according to educational attainment of the youth.
However, we should note that educational attainment not only affects the level of employment
but also the trend of employment (over ages) especially for youth. Therefore, one would expect
the employment-age profile to be much steeper for more educated. In other words, the employ-
ment level equation has education levels as well as the interaction of education levels with age.
Hence, when we take the difference, education levels (from the latter element) may persist. Thus,
we also include education dummies in our specification.

Therefore, the vector X is a vector of dummy variables indicating the completed education
level. Regarding education dummies, Primary or Less equals to 1 if the respondent reports that
he/she is illiterate, literate but does not have degree or he/she has primary school degree. Middle
equals to 1 if the respondent states that he/she has middle school degree (8 years), High equals
to 1 if the respondent has high school degree and University+ equals 1 if the respondent has uni-
versity or higher degree. For some age group subsamples, we define the highest education level
as at least middle school which is equal to 1 if individual has middle school or above degree as
his/her terminal degree (age 15-19) and at least high school which is equal to 1 if individual has
high school or above degree as his terminal degree (age 15-24 or age 20-24). We present results
for males and females separately as male and female employment patterns are very different in
Turkey. Finally, the variable FE¢ refers to survey year fixed effect. Standard errors are clustered at
the region (NUTS-2 Level) by survey year.

5 | RESuULTS*
51 | LPM regression results

In this section, we present results from estimating our linear probability model (LPM) as we
described in equation 1. Table 2a presents the LPM results for females and Table 2b presents the
results for males for 15-24-years old. In each table, we separately present results obtained from
the sample that only include young individuals who are not currently enroled in education (col-
umns 1, 2, and 3 using sample 1), and the sample that consists of the young individuals who may
or may not be currently enroled in education (columns 4, 5, and 6 using sample 2). Our data set
suggest that approximately 60 per cent of young individuals aged between 15 and 24 report that
they are not looking for job because they are enroled in education. Hence, dropping these indi-
viduals from the sample (sample 1) allows us to examine the immediate impact of household's
involuntary job loss on young individual's probability of transitioning from non-employment
to employment. In addition, we should note that sample 2 may include potentially endogenous
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262 KARAOGLAN AND OKTEN

TABLE 2A LPM regression results for 15-24 years old (sample: females)

Dependent variable: transitioned to employment

Young person is not currently enroled Young person may or may not

in education currently enroled in education
Variables (6} ) 3) 4 (5) (6)
AHE 0.0324 —0.0680%** —0.0106 0.00150 —0.0304 —0.0103
(0.0237) (0.0239) (0.0245) (0.0128) 0.0215)  (0.0233)
Middle school 0.0632%** —0.00437
(0.0225) (0.0146)
AHE*middle school 0.0376 —0.0249 —0.0151 —0.0113
(0.0250) (0.0336) (0.0205)  (0.0242)
High school+ 0.117%#** 0.0947***
(0.0245) (0.0191)
AHE*high school+ 0.229%** 0.112%* 0.159%** 0.0640%*
(0.0399) (0.0464) (0.0310)  (0.0369)
Survey year fixed Yes Yes Yes Yes Yes Yes
effect
Observations 2402 2402 2402 5257 5257 5257
R-squared 0.015 0.042 0.052 0.006 0.029 0.040

variable because household head's job loss may affect the young individual's education enrol-
ment as well.” For instance, if the parent involuntarily loses his/her job, the child is more likely
to repeat the grade (Stevans and Schaller, 2011) or the child's GPA statistically significantly de-
creases (Rege et al. 2011). Therefore, having poor school performance may lead the child to drop
out from education.

We first consider results for females (Table 2a). The first column only includes change in
head's employment status as an explanatory variable. We observe that the coefficient is positive
though not statistically significant. Column 2 includes change in head's employment status and
its interaction with middle school and high school or above dummy variables, and survey year
fixed effects. In column 3, we include the individual's level of completed schooling (dummy vari-
ables). The results show that females with less than a middle school degree are 2.5 percentage
points less likely to transition to employment in response to head's job loss as the coefficient on
change in head's status variable indicates. Nevertheless, the effect is statistically insignificant.
However, females who have at least high school degree are statistically significantly more likely
to transition to employment as both the coefficients of related education dummy and the interac-
tion variable indicate. For instance, female's probability of transitioning to employment increases
by 11.2 percentage points if she has high school degree or above compared with a female with
less than a middle school degree. Hence, a female with at least a high school degree who is in
treatment group (head lost job) is 8.7 (—2.5+11.2 = 8.7) percentage points more likely to transi-
tion to employment than a similar female in the control group (head did not lose job). In other
words, a female with at least high school degree is 8.7 percentage points more likely to transition
to employment when head experiences job loss. Wald test of composite linear hypothesis re-
sults suggest that the two specified pairwise sum of coefficients is different from zero (p-value =
0). Therefore, a young female with at least high school degree is statistically significantly more
likely to transition to employment from unemployment or inactivity as a result of head's job loss.
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TABLE 2B LPM regression results for 15-24 years old (sample: males)

Dependent variable: transitioned to employment

Young person is not currently Young person may or may not
enroled in education currently enroled in education
Variables (6)) 2) 3) 4) ) (6)
AHE 0.0453* 0.0571 0.0549 0.00239 0.113** 0.0311
(0.0258) (0.0692) (0.0693) (0.0139) (0.0558) (0.0567)
Middle school 0.0287 —0.120%**
(0.0486) (0.0358)
AHE*middle school 0.0102 —0.0173 —0.159** —0.0417
(0.0704) (0.0750) (0.0624) (0.0616)
High school+ —0.0430 —0.0270
(0.0487) (0.0362)
AHE*high school+ —0.0407 0.00272 —0.0355 —0.0103
(0.0725) (0.0768) (0.0535) (0.0604)
Survey year fixed Yes Yes Yes Yes Yes Yes
effect
Observations 2211 2211 2211 5193 5193 5193
R-squared 0.012 0.013 0.016 0.008 0.017 0.025

Notes: The pooled sample includes young individuals (aged between 15 and 24) who are not in employment in the previous
year. Transitioned to Employment is equal to one if the young individual is currently employed and equal to zero if not. In
column 2, we include the interaction of household's head transition to unemployment young individual's completed education
level. In column 3, we also include education dummies. All regressions include a constant term and survey year fixed effects.
Standard errors are clustered at the region (NUTS-2 level) by survey year. ***1%, **5%, and *10% level of significance.

Hence, we can say that, for females, higher levels of education lead to higher probability of being
employed in Turkey in response to the household head's unemployment shock. In our sample,
the highest employment rates belong to young individuals who have university or higher degree
(59.11%). This is most probably because employers prefer higher educated individuals when they
hire worker (Wolbers, 2000). Therefore, we may conclude females with higher levels of education
can find job easier than their less-educated contemporaries. Another possibility is that more edu-
cated women are more sensitive to household head's unexpected job loss in terms of reservation
wage. In other words, in response to the job loss of the parent, educated young female experi-
ences higher drop in her reservation wage compared with her less-educated contemporaries.®

The results obtained from sample 2 are similar with slightly lower coefficients. Because this
sample also includes young females who are in education, it is expected that employment re-
sponse of these individuals will be lower in response to head's job loss, as these individuals are
already in education and opportunity cost of working will be higher for them. Hence, LPM re-
gression results show that females who have already completed their education are more likely
to transition to employment due to unexpected job loss of the household head.

We next consider the results for males (Table 2b). Once again columns 1, 2, and 3 use sam-
ple 1 (those who are currently not enroled in education), and columns 4, 5, and 6 use sample 2
(includes all young males). Column 1 only includes head's change in employment status as an
explanatory variable. We observe that the coefficient on this variable is positive and statistically
significant at 10 per cent. Hence, an average male aged 15-24 years old is more likely to transition
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264 | KARAOGLAN AND OKTEN

to employment when head's employment status changes from employment to unemployment. In
column 2, we include change in head's status and its interaction with education variables, and in
column 3, we also include education dummies by themselves. We do not find that having higher
levels of education has any effect on young male's transition to employment. This results is in
sharp contrast to our results for females. We get similar results for males when we use sample 2.
However, in this sample, when we only include change in head's status as an explanatory vari-
able, the coefficient on this variable though positive is no longer statistically significant. Once
again, this is expected, sample 2 includes those who are enroled in education as well as those who
are not and hence those who are in education are expected to have lower rates of transitioning to
employment in response to head's job loss as their opportunity cost of work is higher.

Next, Tables 3a and 3b present the coefficients obtained from LPM results for 15-19-year-old
females and males, respectively. In these tables, we only include middle school or above as the
education dummy variable to be interacted with head's change in employment status together
with middle school or above education dummy, the age group includes those who are too young
to graduate from high school. Table 3a indicates that females who have at least middle school de-
gree are more likely to transition to employment as a result of head's involuntary unemployment
compared with someone with less than middle school degree; however, the coefficient is statisti-
cally insignificant. Nevertheless, we find that having at least middle school degree increases the
young female’s probability of transitioning to employment, independent of the household head's
job loss (Table 3a, column 3). More specifically, a female aged 15-19, with at least a middle school
degree is 4.8 percentage points more likely to transition to employment than a female with less
than middle school degree (column 3). When we use sample 2 that includes females who are
enroled in education, we no longer get statistically significant results.

In Table 3b, we consider results for 15-19-year-old males. In column 1, we observe that an
average male is more likely to transition to employment in response to head's job loss though
this effect is not statistically significant. Once again, we do not observe any differential results
according to different levels of education for males.

Tables 4a and 4b present results for 20-24-year-old females and males, respectively. Similar to
the findings provided in Table 2a, we observe that females with less than middle school degree
are 5.72 percentage points less likely to transition to employment in response to head job loss,

TABLE 3A LPM regression results for 15-19 years old (sample: females)

Dependent variable: transitioned to employment

Young person is not currently Young person may or may not
enroled in education currently enroled in education
Variables ) ) 3) () (&) (6)
AHE 0.0187 —0.0532 —0.0187 0.000961 —0.0241 —0.0248
(0.0247) (0.0495)  (0.0477)  (0.0110) (0.0403)  (0.0407)
Middle school+ 0.0488** —0.000920
(0.0219) (0.0165)
AHE*middle school+ 0.0903** 0.0416 0.0277 0.0286
(0.0441)  (0.0449) (0.0388)  (0.0398)
Survey year fixed effect  Yes Yes Yes Yes Yes Yes
Observations 1627 1627 1627 4165 4165 4165
R-squared 0.016 0.020 0.023 0.005 0.005 0.005
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PARENTAL JOB LOSS TURKEY 265
TABLE 3B LPM regression results for 15-19 years old (sample: males)
Dependent variable: transitioned to employment
Young person is not currently Young person may or may not
enroled in education currently enroled in education
Variables ) 2) 3) @ ) (6)
AHE 0.0433 0.0352 0.110 0.00613 0.0703 0.0583
(0.0391) (0.102) (0.110) (0.0175) (0.0539) (0.0648)
Middle school+ 0.0868 —0.0132
(0.0531) (0.0300)
AHE*middle school+ 0.00904 —0.0772 —0.0687 —0.0555
(0.0939)  (0.110) (0.0507)  (0.0641)
Survey year fixed effect Yes Yes Yes Yes Yes Yes
Observations 1234 1234 1234 3888 3888 3888
R-squared 0.011 0.011 0.013 0.008 0.008 0.008

Notes: The pooled sample includes young individuals (aged between 15 and 19) who are not in employment in the previous
year. Transitioned to Employment is equal to one if the young individual is currently employed and equal to zero if not. In
column 2, we include the interaction of household's head transition to unemployment young individual's completed education
level. In column 3, we also include education dummies. All regressions include a constant term and survey year fixed effects.
Standard errors are clustered at the region (NUTS-2 level) by survey year. ***1%, **5%, and *10% level of significance.

TABLE 4A LPM regression results for 20-24 years old (sample:

Dependent variable: transitioned to employment

females)

Young person is not currently

Young person may or may not

enroled in education currently enroled in education
Variables ) () 3) (€Y} 5) (6)
AHE 0.0488 —0.110%** —0.00595 0.00797 —0.0937%** —0.00407
(0.0395) (0.0262) (0.0262) (0.0309) (0.0267) (0.0286)
Middle school 0.150%** 0.124%**
(0.0497) (0.0475)
AHE*middle school 0.0829 —0.0572 0.0485 —0.0690
(0.0718) (0.0821) (0.0620) (0.0711)
High school+ 0.202%** 0.137%**
(0.0398) (0.0325)
AHE*high school+ 0.331%** 0.139* 0.1771%** 0.0388
(0.0662) (0.0768) (0.0595) (0.0659)
Survey year fixed Yes Yes Yes Yes Yes Yes
effect
Observations 775 775 775 1092 1092 1092
R-squared 0.028 0.079 0.108 0.019 0.033 0.047

whereas females with at least high school degree are 13.9 percentage points more likely to tran-
sition to employment in response to head's job loss compared with those with less than middle
school degree (column 3). Hence, females with at least high school degree are 8.18 (13.9-5.72
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266 KARAOGLAN AND OKTEN

TABLE 4B LPM regression results for 20-24 years old (sample: males)

Dependent variable: transitioned to employment

Young person is not currently Young person may or may not
enroled in education currently enroled in education
Variables (6} 2) 3) 4) 5) (6)
AHE 0.0529 0.0615 0.00874 0.0240 0.0839 —0.0203
(0.0361) 0.0717)  (0.0823)  (0.0334) 0.0722)  (0.0847)
Middle school —0.0725 —0.0677
(0.0759) (0.0684)
AHE*middle school —0.0422 0.0242 —0.0313 0.0298
(0.104) 0.122) (0.102) (0.120)
High school+ —0.0729 —0.177%**
(0.0708) (0.0649)
AHE*high school+ 0.00659 0.0736 —0.0906 0.0799
(0.0844)  (0.105) (0.0742)  (0.0968)
Survey year fixed effect Yes Yes Yes Yes Yes Yes
Observations 977 977 977 1305 1305 1305
R-squared 0.032 0.033 0.035 0.021 0.023 0.035

Notes: The pooled sample includes young individuals (aged between 20 and 24) who are not in employment in the previous
year. Transitioned to Employment is equal to one if the young individual is currently employed and equal to zero if not. In
column 2, we include the interaction of household's head transition to unemployment young individual's completed education
level. In column 3, we also include education dummies. All regressions include a constant term and survey year fixed effects.
Standard errors are clustered at the region (NUTS-2 level) by survey year. ***1%, **5%, and *10% level of significance.

= 8.18) percentage points more likely to transition to employment when head's status changes
from employment to involuntary unemployment. Once again, we get similar results when we use
sample 2, in terms of signs and significance of regression coefficients.

When we consider results for 20-24-year-old males, we get a positive but statistically insignif-
icant coefficient on head's change in employment status (column 1) and statistically insignificant
coefficients on its interaction with education variables (column 3).

5.2 | Alternative specifications

In this section, we extend the aforementioned results by defining new transition variables and
replicate the estimation of equation (1) for individuals between 15 and 24 years old. In the first
extension, we define AE;;=—1 for young individual employed in the previous period and he/she
is fired or laid off in this period and AE;; = 0 for those who keep their jobs. In this specification,
our objective is to see whether the child keeps his/her job as a result of the household head's
unexpected job loss. Ordinary Least Squares (OLS) estimation results are presented in Tables 5a
and 5b. For both genders, we observe that the young individual is also more likely to lose his/her
job when the household head experiences an unexpected job loss. Therefore, we cannot state that
the young individual is more likely to keep his/her job when the household head loses his/her
job. However, when we include interaction terms with education variables into the model, we
find that females whose household head is fired or laid off are 15.7 per cent more likely to keep
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their jobs if they have higher levels of education. For males whose household head loses his/her
job, having higher levels of education does not statistically significantly affect the probability of
keeping the existing job. Thus, the findings of both the original and the extended version of the
model show that education level is important determinant of young female's employment status
in response to the job loss of the household head.

In the second extension, we replicate the estimation of by considering all the parents and de-
fine the key variable of interest (AHU;,) as 0 if the parent is not employed in both periods, and —1
if the parent finds a job in the second period. In other words, the variable AHU;; shows household
head's transition to employment from non-employment. In this specification, our objective is to
examine the behaviour of the young person whose parent is non-employed in the previous period
and finds a job in current period. By doing so, we aim to generalize our previous findings to the
full sample. Estimated coefficients from LPM are presented in Tables 6a and 6b. The results are in
line with our previous findings, as, for females who are non-employed in the previous period, are
approximately 6 per cent less likely to transition to employment in current period. However, fe-
males who have at least high school degree are 2 per cent more likely to transition to employment
even though their parents find job. Likewise, males who are non-employed in the previous period
are 10 percentage points less likely to transition to employment in current period and his educa-
tion level does not statistically significantly affect his probability of transitioning to employment.

In the third extension, we estimate additional linear probability models where the depen-
dent variable shows the job quality. Here, our objective is to see whether the results we obtain is
driven by high expectations (or reservation wages) or it is an added worker effect (the individ-
ual whose household head experiences a job loss transitions to low quality job). We determine
the job quality by using the following algorithm: First, we determine whether the individual
earns high or low wage if he/she transitions to employment in the current period. We assume
that the individual earns high wage if his/her wage is above the minimum wage stated by law.
Likewise, we assume that the individual earns low wage if the wage equals to or is less than the
minimum wage. Second, we determine whether the individual is underemployed or not. If the
individual states that he/she wants to work for more hours if he/she has chance, then he/she is
referred as underemployed. Finally, we conclude that if the individual earns low wage, or if he/
she is underemployed, then we define his/her job as low-quality job. Similarly, if the individual
earns high wage or he/she is satisfied with the job hours, then we define the job as high-quality
job. Then, we estimate two LPM models. In the first model, the dependent variable equals to 1
if the individual transitions to low-quality job and 0 if he/she transitions to high-quality job or
remains non-employed, whereas in the second model the dependent variable equals to 1 if the
individual transitions to high-quality job, and 0 if he/she transitions to low-quality job or remains
non-employed.

Table 7 shows that higher levels of education increase the females’ probability of transi-
tioning from non-employment to low quality employment as a result of household head's
job loss compared with the probability of remaining non-employed or transitioning to high
quality employment. In contrast, we observe that higher levels of education do not increase
the female's probability of transitioning to high quality employment in response to household
head's job loss compared with staying non-employed or transitioning to low quality employ-
ment. Therefore, for females, we conclude that education facilitates transition to low quality
employment in response to head's job loss rather than high quality employment. This evi-
dence suggests that females with high levels of education drop their job quality expectations
and transition to low quality employment in response to head's job loss. In other words, if the
household head has unexpected job loss, females with higher levels of education are more
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TABLE 7 LPM regression results for 15-24 years old (sample: females who are not currently enroled in
education)

@ (€) 3 (C)) 5) (6)
Dependent variable equals to 1 Dependent variable equals to 1 if
if the young female transitions the young female transitions to high
to low quality job, 0 if young quality job, 0 if young female remains
female remains non-employed or  non-employed or transitions to low
Variables transitions to high quality job quality job
AHE 0.0200 —0.0105 —0.00354 0.00952 0.00296 0.00774
(0.0157) (0.0162) (0.0221) (0.0141) (0.0159) (0.0172)
Middle school 0.000384 —0.0217**
(0.0132) (0.0104)
AHE*middle school 0.0449** 0.0444%* —0.0119 0.00932
(0.0193) (0.0232) (0.0139) (0.0171)
High school+ 0.0234** 0.0438**
(0.0113) (0.0177)
AHE*high school+ 0.0402%* 0.0167 0.0272 —0.0169
(0.0196) (0.0240) (0.0253) (0.0328)
Survey year fixed Yes Yes Yes Yes Yes Yes
effects
Observations 3250 3250 3250 3250 3250 3250
R-squared 0.150 0.153 0.154 0.008 0.010 0.021

Note: The pooled sample includes young females (aged between 15 and 24) who are not in employment in the previous year
and who are not currently enroled in education. In column 2, we include the interaction of household's head transition to
unemployment young individual's completed education level. In column 3, we also include education dummies. All regressions
include a constant term and survey year fixed effects. Standard errors are clustered at the region (NUTS-2 level) by survey year.
***1%, **5%, and *10% level of significance.

likely to accept low quality jobs, with respect to the alternative of being in high quality job or
remaining to be non-employed. This finding also points out the dominance of added worker
effect among females with higher levels of education. Similar to our previous findings, edu-
cation level does not statistically significantly affect the probability of transitioning to low- or
high-quality job for males. We present the regression results for females only. The results for
males are available upon request.

6 | CONCLUSION

This article analyses the effect of household head's involuntary job loss on the probability of
transitioning from non-employment to employment for young individuals aged 15-24 accord-
ing to gender and education levels of the youth. We construct 12-year pseudo-panels based
on current and retrospective questions from the 2005-2016 Turkish Household Labor Force
Surveys regarding the employment status of household head and young persons in the house-
hold. We estimate a linear probability model where we regress the change in youth's non-
employment status (from non-employment to employment) on change in head's employment
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status and interaction of the change in head's employment status with youth's education level.
The first differencing in our model controls for individual fixed effects and thereby removes
the effect of unobserved individual characteristics such as ability and values that might affect
transition probabilities.

Our results show that responses to involuntary job loss of the household head vary by
both gender and education levels of the youth as we hypothesize. When we consider the
effect of head's change in employment status from employment to unemployment on an aver-
age individual, we find a positive but statistically insignificant effect for females and positive
and statistically significant effect for males. When we include interaction terms with educa-
tion variables a more nuanced and interesting picture emerges. A female with at least a high
school degree is about 8.7 percentage points more likely to be in employment in the treatment
group where the head experienced an unexpected job loss than a similar female in the control
group where the head remained employed and transition probabilities of females increase
with education levels. However, we do not find any differential effects according to education
levels for men. Extended versions of the original model also point out the fact that females
with higher education levels are more likely to keep their jobs in response to involuntary job
loss of the household head. Similarly, more educated females are more likely to transition
to employment even if the non-employed household head finds a job. Therefore, education
level plays an important role for young female's employment status. However, extended ver-
sions of the model also show that for females, education facilitates transition to low quality
employment in response to head's job loss rather than high quality employment. Hence, we
conclude that females with high levels of education give up their job superiority expectations
and transition from non-employment to low quality employment as a result of involuntary job
loss of the household head.

In almost all OECD countries neither in employment, education, nor training (NEET)
rates are higher for young women than for young men. In Turkey, NEET rates are about 25
percentage points higher for females than for males. (OECD, 2019). Our results point out
that high wage and job quality expectations might be an important factor in high inactivity
rates of educated young women. These expectations might be particularly binding in socially
conservative societies and form a barrier to entry into the labour market. In Turkey, a socially
conservative country, it is not a coincidence that women dominate health and education
fields at the tertiary level government is the primary employer in these fields and public sec-
tor jobs are considered to be higher quality in terms of working hour and conditions (Caner
et al. 2019).

It is important to note that our analyses are conducted for the short-term, as it only reflects the
impact of unexpected unemployment of the household head on young individual's probability of
transition to employment. It is still an open question whether the young individual will remain
as employed in the long run.
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ENDNOTES

In this article, we also check whether AWE or DWE dominate the transition to employment decision of young
individuals in Turkey by examining the crisis year, 2009. The finding is discussed in footnote 7.

—

S}

In the pooled THLFS data set, 12.02 per cent of women and 87.98 per cent of men refer themselves as household
head.

However, we should note that using involuntary job loss of the household head may not circumvent the endog-
eneity problem because household head's effort level and attitude in workplace may cause him/her to be fired
or laid off (Karaoglan and Okten, 2015). In addition, being fired may not be exogenous with respect to children's
employability if it comes from unobservables that are shared at the household level, such as innate inheritable
ability and work ethic taught by parents.

IS

For all the tables in this section, Source: Authors’ calculations based on data from 2005 to 2016 pooled Turkish
Household Labor Force Surveys.

w

We should note that currently being in education is not an exclusive status, i.e., some of these individuals
might be working while studying. Nevertheless, in our sample, 83.62 per cent of young individuals who are
currently enrolled in education are not employed. Because the majority of the sample includes individuals
who are enrolled in education, but not employed, we can say that the results obtained from sample 2 are
robust.

o

Our results essentially remain the same when we restrict our analysis of crisis year 2009 and we do not find any
evidence for discouraged worker effect. In addition, our results indicate that AWE is dominant for females with
higher levels of education in recession because they can find job easier than their illiterate or primary school
graduate peers. The results are available upon request.
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