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Abstract

This study investigates the effect of parental unemployment on children’s
school performance. We use individual level data for all children completing
lower secondary school in Sweden in 1990 directly moving on to three years of
upper secondary school. We control for family and individual heterogeneity by
means of lower secondary school GPA. The huge variation in Swedish unem-
ployment during the beginning of the 1990s provides an ideal setting for testing
the hypothesis that parental unemployment affects children’s school perform-
ance. Our results indicate that having an unemployed father has a negative ef-
fect on children’s school performance while having an unemployed mother has
a positive effect.

Keywords: School performance, unemployment
JEL-codes: E24, 121, J12

# I have benefited from helpful comments by Jonas Agell, Peter Fredriksson, Oskar Nordstrém
Skans and Peter Skogman Thoursie as well as from seminar participants at Stockholm Univer-
sity. I would also like to thank Louise Kennerberg for providing me with the data.

* National Institute of Economic Research; e-mail: anna.oster@konj.se

IFAU — Parental unemployment and children’s school performance 1



Table of contents

I INErOAUCION ettt et e vt e eba e e ebeeensaeenes 3
2 Data and empirical StrateZy ........cccevverieririeieniiniee et 5
2.1 The children and their parents ...........ccceeveevveevieevreeneesiesee e e 5
2.2 Data on school performance............coocueeeeiieiiiecciie e 8
2.3 The empirical SPECIfiCation ..........ccoeerieerirriireiieieeeeee e 9
3 RESUIS it et s 14
3.1 BaSiC IESUIS...ccuiiiiiiieiie ettt et 14
3.2 Disentangling the unemployment effect..........c.ccoceeviriirininicnennenne. 17
4 SensitiVILy @NALYSIS ...vccvvieeiieiieeriesiesiecreere e et e steesreesaaesrreesbeebeesaeesanenes 20
4.1 The unemployment SAMPIE...........cccveeeviieiiiieeiieeciee e 20
4.2 The excluded children ............ccooeeeiiiiiiieciicccecee e 22
S CONCIUSIONS ..ivvieurieiieiiecitieete ettt eteesteeeteeeteestbeesbeesbeesbeeasesssesssessseesseesseesseas 25
RETOICICES ... viiiiiieciee ettt et e et e sab e e ee e aseeeees 27
F N 070153 T 1 USRS PRRPRRO 29
A.1 Results for control variables in Table 6............cccevveviievienieiieiieenen, 29
2 IFAU — Parental unemployment and children’s school performance



1 Introduction

There is a large literature studying various indirect effects of unemployment,
suggesting an effect of unemployment on health, both mental and physical, and
crime to mention a few. Bjorklund and Eriksson (1998) examine research on
the link between unemployment and mental health in the Nordic countries, and
find that most longitudinal studies suggest unemployment to be associated with
deteriorating mental health. Eliason and Storrie (2004) use Swedish individual
level data and find that job losses shorten the life of men, while Nilsson and
Agell (2005) report significant effects of unemployment on property crime.
The aim of this paper is to consider another possible indirect effect of unem-
ployment, namely the school performance of the children of the unemployed.

When a family member becomes unemployed, the whole family is likely to
be affected by the new situation, which in turn could affect the school perform-
ance of the children concerned. Households suffering from unemployment
typically experience several disadvantages, such as lower incomes, smaller so-
cial networks and potentially also having to live in worse neighborhoods. On
the other hand, being unemployed might mean that you can spend more time
with your children. This extra time could, of course, be spent helping your
children with homework or other issues to improve their achievement in
school.

As far as [ am aware, this is the first economic paper analyzing a relation-
ship between parental unemployment and children’s school performance.' In
addition to studies of other indirect effects of unemployment, the question
could also be linked to the literature on the effect of a divorce on the educa-
tional achievement of children, since many of the disadvantages of families
suffering from unemployment spells could be compared to the difficulties fol-
lowing a divorce.” For example, single-parent families on average have lower
incomes and smaller social networks, characteristics mentioned above for fami-
lies suffering from unemployment. There is a large literature indicating that

! Micklewright et al (1990) is the only economic study of which I am aware that mentions a po-
tential effect of parental unemployment on children’s school performance and the focus of that
study is on children leaving school. For a sociological aspect on the consequences of unemploy-
ment for families, see e.g. Strom (2003).

2 For reviews of the literature on educational disadvantages of children experiencing a divorce or
growing up with a single parent, see Amato and Keith (1991), Cherlin (1999) and Bjorklund and
Sundstrom (2006).

IFAU — Parental unemployment and children’s school performance 3



youth living with a single mother or a stepparent have lower rates of complet-
ing high school or starting college, and higher rates of arrest and drug use as
compared to youth in intact families.” As when evaluating the effect of divorce
on school performance, the question to solve is whether the disadvantages of
children whose parents experience unemployment could be predicted prior to
the unemployment spell, or whether the unemployment caused the disadvan-
tages. To determine such a causal effect of parental unemployment on chil-
dren’s school performance, the pre-existing disadvantages of the family or
youth must be controlled for. This is done by controlling for the pre-incident
skill-level of the child, in terms of lower secondary school grade point average
(GPA), and various child and family characteristics.

I use Swedish data on individual GPA from the completion of lower secon-
dary school (grundskolan) at the age of 16 and final grades from upper secon-
dary school (gymnasiet) for a majority of all children completing lower secon-
dary school in 1990 and directly moving on to three years of upper secondary
school, which they complete in 1993. Since grades are to a large extent used for
entrance to higher education in Sweden, investigating the determinants of
grades is of great importance. Only considering children attending a three-year
upper secondary school program will induce sample-selection problems, which
will be discussed in detail below. To estimate the effect of parental unemploy-
ment on children’s school performance, children with at least one parent sub-
jected to unemployment during the period they attend upper secondary school
will be compared to children whose parents have been working throughout the
whole period. I will also consider whether maternal and paternal unemploy-
ment have different effects on children’s school performance and whether the
length of the unemployment spell is of importance. Grades are not reported un-
til the pupil has turned 16, i.e. when the pupil has completed lower secondary
school; hence, due to data availability, I can only estimate the effect of parental
unemployment on the school performance during upper secondary school.

The huge variation in Swedish unemployment at the beginning of the 1990s
provides an ideal setting for my study.” The unemployment rate in 1990 was

3 Manski et al (1992) use U.S. data and estimate the effect of divorce on high school graduation,
letting the family structure be endogenous. Their findings indicate that living in an intact family
increases the probability of a child graduating from high school. Hoffman and Johnson (1998)
evaluate the effect of family structure on adolescent drug use and Coughlin and Vuchinich
(1996) discuss the effect on delinquency.

* For a discussion of the Swedish macroeconomic crisis of the 1990s, see Lindbeck (1997).
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less than two percent of the labor force while in 1993, it was close to nine per-
cent. Individuals in all segments of society experienced unemployment spells
during this period, and becoming unemployed when unemployment rates are
high could lead to more distress than otherwise, since the possibility of getting
a new job is lower. On the other hand, being unemployed when unemployment
rates are high is often considered to be associated with lower social and psy-
chological costs.” Nonetheless, it is an advantage that the variation in Swedish
unemployment can be traced to macroeconomic events, which are exogenous
to the individual.

My results indicate that having an unemployed father has a negative effect
on a child’s school performance, while having an unemployed mother has a
positive effect. One explanation for the differing results across genders could
be that women in general cope better with being unemployed and hence, are
able to use their new extra time doing something productive, such as spending
quality time with their children.

The next section describes the data, and presents the empirical strategy. Sec-
tion 3 reports the results, section 4 contains some sensitivity analysis, focusing
on issues of sample-selection bias, and the final section sums up.

2 Data and empirical strategy

2.1 The children and their parents

The data set contains information on individual GPA from the completion of
lower secondary school at the age of 16 and final grades from upper secondary
school at the age of 19 from Elevregistret collected by Statistics Sweden. I con-
centrate my study on the children completing lower secondary school in 1990
and then directly continuing with three years of upper secondary school. I have
excluded children choosing to attend a two-year vocational program after lower
secondary school and children taking a sabbatical year after lower secondary
school or choosing to spend a year abroad during upper secondary school. Ex-
cluding children only attending upper secondary school for two years probably
means that [ disregard children with disadvantaged background. Although such
children are of great importance when studying the determinants of children’s

5 See Aberg et al (2003) for a discussion on social interactions and unemployment.
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educational achievement, I choose to concentrate on the largest relatively ho-
mogenous group of children choosing a three-year upper secondary school pro-
gram.

In total, 109,392 children completed lower secondary school in 1990. Out of
these, 53,000 (48.4 %) completed upper secondary school in 1993. However,
5,750 of these children completed a program shorter than three years and for
11,700 of the remaining children, I have missing observations on key-
variables.® Hence, in my study, I consider 35,550 children completing lower
secondary school in 1990 and completing a three-year upper secondary school
program in 1993. In total, I consider 32.5 percent of all children completing
lower secondary school in 1990, the largest relatively homogenous group.
16,474 (15.1 % of the population) of the excluded children had still not com-
pleted an upper secondary school program in 1999, 31,384 (28.7 % of the
population) attended a shorter upper secondary school program which they
completed before 1993, and 8,534 children (7.8 % of the population) completed
some kind of upper secondary school program during the period 1994 to 1999.
The characteristics of the excluded children will be discussed in section 4.2.

® The excluded children mainly have missing observations on the family structure (whether the
child lives with both his/her biological parents). The children studied can still have missing ob-
servations on paternal or maternal characteristics, but not on both parents. The group with miss-
ing observations on key variables is discussed in more detail in section 4.2.
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Table 1 Characteristics of the children and their parents

Children Mother Father
Female 0.497
Year of birth:
Min 1972
Max 1974
Country of birth:
Sweden 0.963 0.900 0.758
Nordic countries 0.006 0.046 0.028
Europe 0.008 0.030 0.033
Outside Europe 0.023 0.016 0.014
Missing observation 0 0.008 0.167
Highest level of completed education:
Lower secondary 0.175 0.187
Upper secondary 0.443 0.351
University 0.348 0.273
Missing observation 0.034 0.189

Note: Lower secondary school indicates compulsory school for ten years or less, upper secondary school in-
dicates up to four years of upper secondary school and university indicates at least some studies at the univer-
sity after upper secondary school. Missing observations on the characteristics of the parents stem from the
fact that information on both parents is only included when children live in the same household as both par-
ents. The complete data set contains information on 35,550 children.

Table 1 gives some descriptive statistics on the characteristics of the children in
my sample and their parents. Information on family and youth characteristics is
gathered from the longitudinal database on education, income and employment
(LOUISE) and the register-based labor market statistics database (RAMS) of
Statistics Sweden. Worth noting is that there are almost as many girls as boys in
the sample, and that a very large proportion of the children were born in Swe-
den. In my data, about 98.6 percent of the children completed lower secondary
school during the calendar year when they became 16 years old, 1.4 percent in
the year they turned 17.

Missing observations on the characteristics of the parents stem from the fact
that information on both parents is only included when children live in the
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same household as both parents. Thus, children are registered as belonging to
the same family as only one of the parents if the parents are divorced.’

2.2 Dataon school performance

During the period of my study, Sweden had a national relative grading system
where the grades were determined based on comparisons with the national av-
erage achievement. The scale ranged from 1 to 5 and the goal was that the na-
tional average should be 3, with a standard deviation of 1. Hence, the fraction
of pupils to receive each grade was predetermined.®

The relative grading system implied that grades in lower secondary school
were determined by comparing all children with the national average achieve-
ment in the specific grade, while grades in upper secondary school were deter-
mined by comparing with the achievement of everyone attending the same up-
per secondary school program. Grade competition would thus depend on the
chosen program, where children choosing a demanding theoretical program
(e.g. the natural science program) would have to compete harder for high
grades than during lower secondary school. The increasing competition implies
that grades from lower and upper secondary school are not entirely comparable.
I will take this into consideration by ranking the GPA from both lower and up-
per secondary school of all children attending the same program and school
during upper secondary school.” Hence, the ranking is made within program
and school, comparing the GPA of all children attending the same upper sec-
ondary school and program. The GPA rank is then transformed into percentiles.
The effect will thus be determined on whether the GPA percentiles of the chil-
dren concerned have been affected by parental unemployment.

7 Among the children studied here, only 17 percent live without their father (a number based on
the information on missing observations on the country of birth of the father). In 1990, only 70
percent of all children aged 16 lived with both their biological/adoptive parents. The group of
children studied here is thus not representative of the general population in that respect. I will
discuss the characteristics of the children studied in comparison to other groups in more detail
below.

8 To guide teachers in their grading, there were national achievement tests in Math, Swedish and
English. Since grades are determined by the teacher or the school, I would have preferred data
from the standardized test scores, but such data are not available. However, since grades are to a
large extent used for entrance to higher education, investigating the determinants of grades is of
great importance. The relative grading system was criticized for its lack of knowledge orientation
and was changed into a criterion-referenced system, implemented in the school year of 1995/96.

® The specific school is taken into consideration to account for the incidence of grade inflation.
See Wikstrom and Wikstrom (2004) for a discussion of grade inflation and school competition.
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Table 2 shows descriptive statistics on the children’s GPA from lower and
upper secondary school and dummy variables capturing the program attended
during upper secondary school. On average, these children got a lower GPA
from upper secondary school than when completing lower secondary school.
This lower GPA from upper secondary school could certainly be an effect of
higher grade competition. The program variables indicate that almost 85 per-
cent of the children attending a three-year upper secondary school program
chose a theoretical program (natural science, social science, business, technical
science, humanities).

Table 2 Descriptive statistics, schooling variables

Variables Min Max Mean Standard deviation
GPA, lower secondary school 1 5 3.643 0.521
GPA, upper secondary school 1 5 3.352 0.631
Natural science program 0 1 0.132 0.338
Social science program 0 1 0.208 0.406
Business program 0 1 0.248 0.432
Technical science program 0 1 0.197 0.398
Humanities program 0 1 0.059 0.235
Non-theoretical program 0 1 0.156 0.362

Note: The program variables are dummy variables equal to one if the child attended the specific program dur-
ing upper secondary school, and zero otherwise. The complete data set contains information on 35,550 chil-
dren.

2.3 The empirical specification

The empirical method builds on the idea that lower secondary school GPA can
be used to control for family and individual heterogeneity. The starting point
for the econometric analysis will be the following model:

r =aj+9r'sp,t—l+wi+ﬁxit+€it’ (D

ispt i
where the dependent variable is the GPA percentile of individual i, within up-
per secondary school s and program p at time t, in this case 1993 when the

child completes upper secondary school. @ is the coefficient on the corre-
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sponding GPA percentile upon the completion of lower secondary school, «;

captures municipality-specific factors, O is the coefficient capturing the un-
employment effect where U; is a dummy variable taking the value of one if

the child experienced parental unemployment during upper secondary school.
X 1is a vector of control variables and &, is an individual-specific error term.

The coefficients will have the interpretation of the change in GPA percentile
due to a change in the control variables. Thus, a positive coefficient indicates a
GPA improvement and vice versa.

The Swedish National Labour Market Administration has provided informa-
tion on the parents’ employment status. I have information on all unemploy-
ment spells of the parents during 19901993, i.e. the period in question. I have
used this information to construct a dummy variable capturing the event of an
unemployment spell in the family, which will be equal to one if at least one of
the parents has been unemployed at least once during the period when the child
attends upper secondary school, and zero otherwise.

The control variables in eq. (1) can be considered as either characterizing a
continuous change or an incident during upper secondary school. Because of
less than clear-cut evidence on the effect of parental separation on children’s
school performance, I will include parental separation as a control variable in
some specifications to avoid a potential source of omitted variable bias.'’
Changes in family structure are recorded in LOUISE. In this study, I will only
consider a separation of the child’s biological/adoptive parents as a divorce.
However, the parents do not need to be married prior to the separation; they
only need to be cohabitant. The separation variable will therefore be a dummy
variable equal to one if there has been a separation in the family, and zero oth-
erwise.

Another event that could possibly influence the school performance of a
child is if the family moves and the child has to change schools. I have infor-
mation on which school the child attends when completing lower and upper

it

19 Using Swedish data, Bjérklund and Sundstrom (2006) find no impact of parental separation
during childhood on the educational outcomes as adults when using a sibling approach to control
for unobservable family characteristics. This contrasts with findings of Jonsson and Géhler
(1997) who also use Swedish data and find that parental divorce has an impact on primary school
grades at the age of 16. While Bjorklund and Sundstrom (2002) estimate a long-run effect of pa-
rental separation, Jonsson and Géhler (1997) estimate a short-run effect; hence the differing re-
sults could be an indication of a distinction between the temporary and permanent effects of pa-
rental separation on educational outcomes.
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secondary school. However, since all children change schools when starting
upper secondary school, it cannot be determined through school-codes whether
the child has changed schools during upper secondary school. Hence, I use in-
formation, from LOUISE, on which municipality the family resides in each
year.'" Although the child could have changed schools without moving to a
new municipality, this is the best indication of changing schools to which I
have access. A more detailed geographical classification is that of parishes.
However, parishes are often so small that it is very likely that the child does not
have to change schools even if the family moves to a new parish. Moving to a
new municipality does almost exclusively result in the child having to change
schools, however. The variable capturing the incidence of a family moving will
be a dummy variable equal to one if the family has moved to a new municipal-
ity during upper secondary school, and zero otherwise.

Other issues that could influence the school performance of children are the
economic situation of the family, as well as how much the child must compete
for parental attention. To control for such issues, I have collected information,
also from LOUISE, on social assistance, the evolution of family disposable in-
come as well as the change in the number of children living at home during the
relevant three years.'> Social assistance is characterized by a dummy variable
equal to one if the family received social assistance during the three-year pe-
riod, and zero otherwise. The other variables are differences occurring between
1990 and 1993.

It should be noted that both parental unemployment and separation could af-
fect other control variables such as disposable income or social assistance. It
must also be considered that the probability of a child experiencing parental
unemployment could increase if the child lives with both parents. This would
induce a correlation between the incidence of unemployment and separation
possibly influencing the results. I will take this into consideration by including
an interaction between the unemployment and separation variables as well as
by separating the effect of unemployment between mothers and fathers.

"' In 1990, there were 284 municipalities in Sweden. In 1992, two additional municipalities were
formed but I use the former classification.

12 The measures of disposable income and social assistance do not take family size into account.
However, I indirectly control for family size through the divorce variable and the number of
children living at home. The number of children living at home is counted as the number of chil-
dren living in the family in addition to the child I am investigating.
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Descriptive statistics on the control variables are shown in Table 3. During
the period I have chosen to investigate, there was significant turbulence in the
Swedish labor market and this volatility is clearly visible in the data. Nearly
twenty percent of the children experienced at least one of their parents becom-
ing unemployed. From eq. (1), it is obvious that the observations that will iden-
tify the estimates are those where a change has taken place, i.e. those observa-
tions determining the coefficient on parental unemployment are the children
having experienced an unemployment spell in their family. Since I cannot
prove that this group is representative of the population, the results are not gen-
eral to the whole population; it is an advantage, though, that this group is large.
It is also an advantage that the variation in Swedish unemployment can be
traced to macroeconomic events, which are exogenous to the individual. To
consider the measured effects as causal effects, unemployment must be as-
sumed to be randomly assigned. Although this is a strong assumption, the link
to macroeconomic events probably makes it less unrealistic than during other
periods. This issue will be discussed in more detail below.

Table 3 Descriptive statistics, control variables

Variables Min Max Mean Standard deviation
Unemployment 0 1 0.193 0.395
Separation 0 1 0.016 0.126
Move, new municipality 0 1 0.017 0.130
Social assistance 0 1 0.098 0.298
Disposable income -3.118 17.587 -0.008 0.101
Children -4 3 -0.191 0.477

Note: Unemployment, separation, the move-variable and social assistance are all dummy variables. Dispos-
able income and the number of children are the differences in these variables occurring between 1990 and
1993. Disposable income is calculated for the family in basic amounts in 1990 SEK. Children is the number
of children living at home in addition to the child I am investigating. The complete data set contains informa-
tion on 35,550 children.

Table 3 also reveals that the incidence of separation is low, and I must there-
fore be careful in drawing any strong conclusions on the effect of a separation
on children’s school performance. It is not surprising that so few children ex-
perience a separation in my sample, since most separations occur when chil-
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dren are younger." In the separation measure above, I have only taken separa-
tions of biological/adoptive parents into account. It could, however, be argued
that a child would also suffer from a separation from a stepparent and taking
such separations into account could potentially increase the group of children
having experienced a separation during the period, thereby giving a more reli-
able estimate. It turns out, however, that considering all separations only in-
creases the group from 1.6 to 2 percent of the full sample. The group of chil-
dren experiencing a move to a new municipality is also small and calls for the
same caution regarding the estimated effects as in the case of separation. Fur-
ther, nearly ten percent of the children lived in families that received social as-
sistance during the period in question, and family disposable income margin-
ally decreased as well as the number of children living in these families.

In addition to the control variables mentioned above, all specifications will
include information on child and parental nationality, as well as parental educa-
tion. Although I include lower secondary school GPA to control for individual
and family heterogeneity, eq. (1) is best characterized as a cross-section.
Hence, to minimize the risk of omitted variable bias, I include what I view as
important family and child characteristics in the specification.'* The nationality
of the child is captured through a dummy variable equal to one if the child was
not born in Sweden, and zero otherwise. Two dummy variables capture paren-
tal nationality, one that is equal to one if at least one of the parents were born
outside Sweden but within Europe. The other dummy-variable is equal to one if
at least one of the parents were born outside Europe. Hence, if one of the par-
ents was born outside Sweden but within Europe and the other was born out-
side Europe, both dummy variables are equal to one. The variables capturing
parental education are dummy variables equal to one, if at least one of the par-
ents has achieved the relevant level of education, secondary or university edu-
cation. Secondary school indicates up to four years of upper secondary school
and university indicates at least some studies at the university after upper sec-
ondary school.

The error term in eq. (1) captures, among other things, the ability and moti-
vation of the child. If the motivation of a child is correlated with incidents oc-

13 Suppose that the oldest child in a family has started upper secondary school, then the parents
must have stayed together for at least seventeen years and the number of separations can be as-
sumed to decrease with the length of the relationship.

!4 The family and child characteristics are presented in Table 1.

IFAU — Parental unemployment and children’s school performance 13



curring during upper secondary school for which I do not control, I could have
a specification bias problem. Naturally, there are incidents that could occur
during upper secondary school and influence the child’s grades for which I am
not able to control. Examples of such factors are alcoholism in the family, a
parent being incarcerated or if the child starts socializing with the wrong
crowd. Ultimately, I have to hope that these omitted influences are rare enough
s0 as not to create significant problems.

Another specification issue that deserves some attention, is that of endoge-
neity stemming from reverse causation. If a child has difficulties in school and
this influences the parents in such a way that they start neglecting their work,
eventually leading to unemployment, this would lead me to estimates exagger-
ating the impact of unemployment on children’s school performance. This
situation, seems very far-fetched, however, and I believe such a problem to be a
second-order issue.

Many studies use a sibling-difference approach when studying the impact of
family characteristics on youth outcomes. The main advantage of these studies
is that any omitted variables describing the children’s family situation that are
stable over time are shared by all siblings and hence, cancelled out of the equa-
tion. A disadvantage of the sibling approach is that it does not control for
within-family heterogeneity, i.e. the approach assumes that all siblings are
raised identically, which is often not the case.”” In my study, the upbringing
will, to a large extent, be captured by the pre-incident youth outcome in terms
of lower secondary school GPA. Further, the sibling-approach will have the
same problems with time-variant omitted variables as the approach used in this
paper.'¢

3 Results

3.1 Basic results

As mentioned above, the inclusion of some of the control variables could influ-
ence the coefficient of primary interest, i.e. that on parental unemployment. For
example, families suffering from unemployment have, on average, lower in-

'S Holmlund (2005) finds that within-family heterogeneity biases her basic sibling-approach es-
timates when estimating labor market consequences of teenage childbearing.
16 For a discussion of the sibling-estimator, see Ermisch & Francesconi (2001).
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comes; hence, the disposable income variable might capture part of the "unem-
ployment-effect”, and vice versa. Table 4 presents the results from four specifi-
cations where I include different sets of control variables. Specification (1) dis-
regards the separation and income variables, specification (2) includes separa-
tion, specification (3) extends the analysis by including both family disposable
income and social assistance and specification (4) is an expansion of specifica-
tion (3), including an interaction between parental unemployment and separa-
tion. The step-wise extension of the specification will give some guidance to
the severity of the correlation issues discussed above. In addition to the control
variables mentioned above, all specifications include lower secondary school
GPA and information on whether the child has moved during upper secondary
school, the change in the number of children living in the family, child and pa-
rental nationality and parental education.

As can be seen, the size of coefficient on parental unemployment is influ-
enced by the inclusion of both the separation and the income variables. It is,
however, insignificant in all specifications. A possible explanation for the lack
of an effect of parental unemployment on the school performance of the chil-
dren concerned could be that the effect of parental unemployment depends on
whether it is the mother or the father who is unemployed. I will consider this
possibility below.
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Table 4 Basic results of unemployment impact on school ranking

Specification 1) 2) 3) 4
GPA percentile, 0.686%** 0.686%** 0.682%** 0.682%**
lower secondary school (0.004) (0.004) (0.004) (0.004)
Unemployment -0.427 -0.411 -0.111 -0.086
(0.289) (0.289) (0.290) (0.291)
Separation - -1.896** -1.678* -1.351
- (0.908) (0.907) (1.037)
Move -1.156 -1.093 -0.948 -0.943
(0.861) (0.862) (0.863) (0.869)
Disposable income - - 0.759 0.765
- - (0.578) (1.096)
Social assistance - - -4.008%** -4.007%**
- - (0.400) (0.389)
Children 0.063 0.034 -0.001 -0.0003
(0.234) (0.235) (0.235) (0.234)
Interaction of unemployment - - - -1.205
and separation - - - (1.988)
Child nationality, not Swedish ~ -3.307%%* -3.323%%* -2.949%** -2.950%**
(0.673) (0.673) (0.673) (0.663)
Parental nationality:
Europe 0.253 0.262 0.447 0.445
(0.378) (0.378) (0.378) (0.372)
Outside Europe -0.146 -0.134 0.617 0.616
(0.916) 0.917) (0.916) (0.887)
Parental education:
Upper secondary 1.686%** 1.694%** 1.455%%* 1.456%**
(0.386) (0.386) (0.386) (0.379)
University 5.774%** 5.784%** 5.364%** 5.364%**
(0.392) (0.392) (0.393) (0.385)

Note: Standard errors are in parenthesis. All standard errors are robust to heteroscedasticity. In addition to the
variables shown in the table, all regressions include a municipality-specific effect. The complete panel consists
of 35,500 observations. *** denotes significance at the one-percent level.
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The coefficient on the separation variable is negative and significant at the
ten-percent level when the economic situation of the family is taken into ac-
count (column 3). The estimate suggests that separation during upper secon-
dary school induces the child to drop 1.7 percentiles in the GPA ranking. The
coefficient on the move variable is, as anticipated, negative although insignifi-
cant. Disposable income also displays an insignificant coefficient with the ex-
pected positive sign. On the other hand, the dummy variable capturing whether
the family has received social assistance during the period exhibits a negative
coefficient significant at the one-percent level. According to my results, a child
living in a family receiving social assistance during upper secondary school
drops four percentiles in the GPA ranking. Further, the coefficient on the num-
ber of children is positive, which is non-intuitive but insignificant.'’

Considering the background variables, it is evident that being born outside
Sweden has a negative effect on the GPA ranking. It could be expected that
such an effect would be taken into consideration through the lower secondary
school GPA. However, it is not unlikely that the disadvantages of being born in
another country become more evident at a higher, and more demanding, educa-
tional level. Parental nationality does not seem to have any additional effect
during upper secondary school,'® while parental education does. The effect of
having low-educated parents could certainly become more evident when at-
tending upper secondary school through lower parental understanding and sup-
port. It remains to be seen how robust these basic results are when I consider
which parent is unemployed and the length of the unemployment spell.

3.2 Disentangling the unemployment effect

So far, I have investigated whether there is an effect of at least one parent hav-
ing at least one unemployment spell during the period when their child attends
upper secondary school, and the results have been insignificant. One could,
however, imagine that the effect would be different, depending on whether the
mother or the father was the one suffering from unemployment, and depending
on the length of the unemployment spell. In all likelihood, long-term employ-
ment creates more distress than short-term unemployment. Moreover, the effect
could differ between men and women, simply because they react differently to

'7 It could be the case that the number of children living in a family is not linearly related to the
school performance of the children. However, different specifications yield similar results.
18 Considering more narrow geographical classifications does not yield more significant results.
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becoming unemployed. Eliason and Storrie (2004) find that losing your job
shortens the life of men but not of women. One of their explanations is that
women can cope better when becoming unemployed because of their more de-
veloped social networks outside the workplace. Coping better could imply be-
ing able to use your new extra time to do something productive, such as spend-
ing quality time with your children. Suffering greatly from being unemployed
almost certainly makes it difficult to be a positive influence on the surround-
ings. Separating the effect by gender also helps reducing the problem with a
potentially higher probability of experiencing parental unemployment for chil-
dren living with both parents.

To investigate whether the effect of unemployment on children’s school
performance depends on whether it is the mother or the father who has been
unemployed, I include dummy-variables capturing the separate events. If both
the mother and the father have been unemployed during the period, both
dummy-variables will be equal to one. The length of the unemployment spell is
also captured by dummy-variables. I construct four dummy-variables capturing
whether the child has had a short-term unemployed mother, a long-term unem-
ployed mother, a short-term unemployed father or a long-term unemployed fa-
ther. Hence, at most two of these dummy-variables can equal one for one spe-
cific child. Table 5 displays the descriptive statistics on the new unemployment
variables.

Table 5 Descriptive statistics, unemployment variables

Variables Min Max Mean Standard deviation
Unemployment, mother 0 1 0.129 0.335
Unemployment, father 0 1 0.081 0.272
Short-term unempl. mother 0 1 0.080 0.272
Long-term unempl. mother 0 1 0.049 0.214
Short-term unempl. father 0 1 0.054 0.226
Long-term unempl. father 0 1 0.026 0.161

Note: All variables are dummy variables. As long-run unemployment, I count unemployment spells lasting
more than one year. The complete dataset contains information on 35,550 children.

The first column in Table 6 repeats the coefficient from specification (3) in

Table 4 and the last two columns present the results from two new specifica-
tions replicating specification (3) in Table 4, but exchanging the unemployment
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variable with the new dummy variables separating the unemployment effect.
Interestingly, the coefficient on the mother being unemployed is positive,
which could be interpreted as the positive effect of having extra time on your
hands exceeding the negative effects of the disadvantages caused by unem-
ployment. The estimate suggests that having an unemployed mother during up-
per secondary school improves the child’s GPA by 0.7 percentiles. The positive
sign of the coefficient remains when the length of the unemployment spell is
taken into account, although the coefficients are insignificant.

Table 6 Investigating the effect of parental unemployment

Specification Base-specification =~ Mother/father ~ Short-term/Long-term
Unemployment -0.111 - -
(0.290) - -
Mother - 0.694** -
- (0.341) -
Father - -1.582%** -
- (0.413) -
Mother short-term - - 0.647
- - (0.412)
Mother, long-term - - 0.775
- - (0.541)
Father, short-term - - -1.882%**
- - (0.495)
Father, long-term - - -0.964
- - (0.700)

Note: Base-specification is column (3) in Table 4. As long-run unemployment, I count unemployment spells
lasting more than one year. Standard errors are in parenthesis. All standard errors are robust to heteroscedas-
ticity. In addition to the variables shown in the table, all regressions include a municipality-specific effect and
the same control variables as the base-specification. Estimates on the control variables are shown in Appendix
1. The complete panel consists of 35,550 observations. *** and ** denote significance at the one and five per-
cent level, respectively.

Having an unemployed father, however, seems to have a negative effect on
children’s school performance. The estimate suggests that having a short-term
unemployed father during upper secondary school decreases the child’s GPA
by 1.6 percentiles. However, the effect of having a long-term unemployed fa-
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ther is not measured with statistical significance. These results could be an in-
dication of the fact that women actually do cope better with being unemployed
than men and are able to use their extra time in a productive manner, while the
unemployment of the father is predominantly destructive.

It is possible that the positive effect of having an unemployed mother partly
depends on her educational level. Quality time with a parent could have a lower
value in an educational respect if the parent is low-skilled. To investigate
whether parental education has an effect in this respect, I included interactions
between parental unemployment and educational level in the specification pre-
sented in column 2 above. However, I find no evidence of the positive effect of
maternal unemployment depending on the educational level of the mother. Nei-
ther is the negative effect of paternal unemployment altered by such interac-
tions. To return to the correlation issue between parental unemployment and
the income variables discussed above, the results presented in the last two col-
umns of Table 6 are robust to a step-wise expansion of the specification. "’

4 Sensitivity analysis

4.1 The unemployment sample

As mentioned above, the observations determining the coefficient on parental
unemployment are the children having experienced an unemployment spell in
their family. For the results in this paper to be considered as general, I would
have to prove that this sub-sample is representative. I already stated that it is an
advantage that this group is large, and that the variation in unemployment dur-
ing this period can be traced to macroeconomic events, but it is also of interest
to consider more detailed characteristics of the sub-sample, as compared to the
full sample, to determine whether the unemployment spells during the period
can be considered as randomly assigned, i.e. unrelated to family characteristics
and the pre-incident youth outcome.

1 To appreciate the influence of omitted variables bias, I gradually extend the number of control
variables while observing the estimate on parental unemployment. It turns out that the coeffi-
cients on maternal and paternal unemployment are robust to the inclusion of other control vari-
ables, such as social assistance and disposable income and thus, we believe the correlation prob-
lem to be a less serious issue.
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Table 7 Characteristics of children with unemployed parents

Children,  Children, Mother, Mother, Father, Father,
full u-sample full u-sample full u-sample
sample sample sample
GPA 3.643 3.560
Female 0.497 0.476
Country of birth:
Sweden 0.963 0.937 0.900 0.870 0.758 0.751
Nordic 0.006 0.010 0.046 0.056 0.028 0.036
Europe 0.008 0.016 0.030 0.034 0.033 0.039
Outside E 0.023 0.037 0.016 0.033 0.014 0.027
Missing obs. 0 0 0.008 0.007 0.167 0.147
Highest level of completed education:
Lower 0.175 0.227 0.187 0.241
secondary
Upper 0.443 0.522 0.351 0.395
secondary
University 0.348 0.215 0.273 0.194
Missing obs. 0.034 0.036 0.189 0.170

Note: U-sample is the children having experienced an unemployment spell in their family; the remaining col-
umns are taken from Table land Table 2. GPA from lower secondary school is mean GPA. Outside E is out-
side Europe. The complete dataset contains information on 35,550 children, 6,862 of whom experienced pa-

rental unemployment between 1990 and 1993.

Table 7 presents descriptive statistics on the unemployment sub-sample, along
with the statistics from Table 1 and Table 2 on the full sample. As can be seen,
the unemployment sample exhibits a lower secondary school GPA, which is on
average only marginally lower than that in the full sample. There are also rela-
tively small differences in the number of females and the country of birth for
both the children and the parents. It is, however, clear that the parents in the
unemployment sub-sample are in general less educated.”® This comes as no
surprise, since unemployment rates are generally higher among low-skilled
workers. This pattern would, however, most likely be even more evident with
data from another time period when unemployment rates were lower. Finally, it

20 These differences are statistically significant.
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is worth noting that the number of missing observations on the characteristics
of the parents is, somewhat surprisingly, marginally smaller for the unemploy-
ment sample. These statistics imply that the unemployment sample is not en-
tirely representative. Hence, my results cannot be considered as representative
for the whole population.

4.2 The excluded children

As mentioned above I have, due to heterogeneity, excluded all children not
choosing to attend a three-year upper secondary school program directly after
lower secondary school and actually managing to complete the program in
three years. This means that I have excluded children choosing to attend a
shorter upper secondary school program and children choosing to postpone
their upper secondary school for some reason, or who simply drop out of
school. One can imagine that the children I have excluded might have high
probabilities of living in a problematic family. For example, it is very likely
that the parents of the excluded children are less educated than the parents of
the children choosing a three-year program and consequently, have higher
probabilities of becoming unemployed.
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Table 8 Comparing children and family characteristics

Children Mother Father
Full Before 1994- Drop- Missing Full Before 1994- Drop- Missing Full Before 1994- Drop- Missing
sample 1993 1999 outs obs. sample 1993 1999 puts obs. sample 1993 1999 outs obs.
Female 0.497 0.441 0.472 0.479 0.564
Country of birth:
Sweden 0.963 0.953 0.898 0.890 0.892 0.900 0.847 0.801 0.741 0.683 0.758 0.763 0.708 0.618 0.666
Nordic countries 0.006 0.009 0.011 0.015 0.010 0.046 0.058 0.050 0.069 0.043 0.028 0.036 0.024 0.040 0.027
Europe 0.008 0.006 0.015 0.014 0.011 0.030 0.024 0.034 0.033 0.025 0.033 0.022 0.030 0.024 0.025
Outside Europe 0.023 0.026 0.060 0.060 0.035 0.016 0.015 0.041 0.047 0.020 0.014 0.014 0.036 0.041 0.019
Missing obs. 0 0.005 0.015 0.022 0.052 0.008 0.058 0.074 0.110 0.230 0.167 0.166 0.198 0.277 0.264
Education:
Lower 0.175 0.303 0.172 0.338 0.157 0.187 0.311 0.176 0.303 0.178
secondary
Upper 0.443 0.492 0.397 0.411 0.367 0.351 0.410 0.341 0.323 0.337
secondary
University 0.348 0.145 0.351 0.134 0.244 0.273 0.111 0.281 0.091 0.218
Missing obs. 0.034 0.060 0.079 0.118 0.232 0.189 0.168 0.202 0.282 0.267

Note: Full sample refers to the full sample I use in this study, before 1993 refers to the children attending a shorter upper secondary school program which they completed before 1993, 1994-
1999 refers to the children completing some kind of upper secondary school program between 1994 and 1999, drop-outs refers to the children who had still not completed an upper secondary
school program in 1999 and missing observations refers to the children that completed a three-year upper secondary school program in 1993 displaying missing observations on key-variables.



In total, there were 109,392 children completing lower secondary school in
1990. Out of these, there were 53,000 (48.4 %) children completing upper sec-
ondary school in 1993, 31,384 (28.7 %) attending a shorter upper secondary
school program which they completed before 1993 and 8,534 (7.8 %) children
completing some kind of upper secondary school program during the period
1994 to 1999. 16,474 children (15.1 %) had still not completed an upper secon-
dary school program in 1999, here called dropouts. For 11,700 of the 53,000
children completing upper secondary school in 1993, I have missing observa-
tions on key-variables, here called the missing observations group. The missing
observations are mainly on the disposable income of the family or the family
structure (whether the child lives with both his biological parents). Table 8 con-
tains comparable descriptive statistics for the groups of children discussed
above.

Worth noting is that the number of missing observations on the parents’
characteristics is larger for all other groups as compared to the one I study
(however, only marginally so for the group of children completing upper sec-
ondary school before 1993). As commented above, these missing observations
to a large extent stem from the fact that information on both parents is only in-
cluded when children live in the same household as both parents. Hence, more
missing observations on the parents’ characteristics most likely indicate that a
larger proportion of these children have divorced parents when completing
lower secondary school as compared to the children I study. The proportion of
missing observations on the characteristics of the father is the largest among
the dropouts and for mothers, there are most missing observations in the group
I have excluded because of many missing observations on key-variables.

Further, there seems to be a smaller proportion of children born abroad
among the children choosing to go through with an upper secondary school
program directly after lower secondary school (i.e. those completing upper sec-
ondary school before 1994). The same pattern seems to hold for parental na-
tionality. Considering parental education, the groups completing a shorter up-
per secondary school before 1993 and the dropouts have the least educated par-
ents. The remaining groups have similarly educated parents.

It seems that the children in the group I study live in families with relatively
highly educated parents, and that the proportion of children living in divorced
families is probably smaller than in the other groups. Therefore, it can only be
assumed that my estimated effects of parental unemployment on children’s
school performance hold for children living in relatively stable families. To
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make any suggestions regarding these effects for children in more problematic
families, this group must be investigated separately. However, one can imagine
that children living in more problematic families would, to an even larger ex-
tent, be affected by additional strains on the family.

5 Conclusions

As far as I am aware, this is the first paper investigating the effect of parental
unemployment on children’s school performance. The empirical method builds
on the idea that lower secondary school GPA can be used to control for family
and individual heterogeneity. I use data on children completing lower secon-
dary school in 1990 and thereafter directly continuing with three years of upper
secondary school.

My main results can be summarized as follows. If a mother is subjected to
an unemployment spell during the period when one of her children attends up-
per secondary school, the school performance of the child marginally improves.
This implies that the positive effect of having extra time on your hands exceeds
the negative effects of the disadvantages caused by unemployment. However,
having an unemployed father has a negative effect on a child’s school perform-
ance. When separating paternal unemployment into short- and long-term un-
employment it turns out that short-term unemployment exhibits the statistically
significant effect. This could be interpreted as the shock of the unemployment
wearing out. One explanation for the differing results across genders could be
that women in general cope better with being unemployed and hence, are able
to use their new extra time doing something productive, such as spending qual-
ity time with their children.

Given that this is the first paper analyzing the relationship between parental
unemployment and children’s school performance, it seems appropriate to
mention issues that have not been addressed in this paper as suggestions for fu-
ture research. To generalize the effect of parental unemployment on children’s
school performance, one would need to consider the relationship for children
choosing to never attend upper secondary school, dropping out of upper secon-
dary school or attending a shorter upper secondary school program. It would
also be interesting to consider the relationship between parental unemployment
and children’s school performance during a period with lower unemployment
rates. As discussed earlier, it could be the case that being unemployed when
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unemployment rates are low is associated with higher social and psychological
costs of being unemployed, making it more difficult to use your new extra time
to help your children.
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Appendix

A.1 Results for control variables in Table 6

Table Al Results for control variables corresponding to the results inTable 6

Specification Mother/father Short-term/Long-term
GPA percentile, 0.682%** 0.682%**
lower secondary school (0.004) (0.004)
Separation -1.721* -1.718*
(0.907) (0.906)
Move -1.049 -1.045
(0.863) (0.862)
Disposable income 0.722 0.721
(0.553) (0.553)
Social assistance -4.02]*#* -4.032%%*
(0.400) (0.400)
Children -0.007 -0.007
(0.235) (0.235)
Child nationality, not Swedish -2.963*** -2.973%**
(0.674) (0.674)
Parental nationality:
Europe 0.480 0.478
(0.378) (0.378)
Outside Europe 0.659 0.622
(0.916) (0.917)
Parental education:
Secondary 1.471%%* 1.473%**
(0.386) (0.386)
University 5.386%** 5.389***
(0.393) (0.394)

Note: Standard errors are in parenthesis. All standard errors are robust to heteroscedasticity. In addition to the
variables shown in the table, all regressions include a municipality-specific effect. The complete panel consists
of 35,500 observations. ***, ** and * denote significance at the one, five and ten percent level, respectively.

IFAU — Parental unemployment and children’s school performance

29



Publication series published by the Institute for Labour
Market Policy Evaluation (IFAU) — latest issues

Rapporter/Reports

2006:1  Zenou Yves, Olof Aslund & John Osth “Hur viktig dr nirheten till jobb for

chanserna pé arbetsmarknaden?”

2006:2 Mork Eva, Linus Lindqvist & Daniela Lundin ”Paverkar maxtaxan inom

barnomsorgen hur mycket fordldrar arbetar?”

2006:3 Hiagglund Pathric ”Anvisningseffekter” — finns dom? Resultat frén tre

arbetsmarknadspolitiska experiment”

2006:4  Hagglund Pathric ”A description of three randomised experiments in

Swedish labour market policy”

Working Papers

2006:1  Aslund Olof, John Osth & Yves Zenou “How important is access to jobs?

Old question — improved answer”

2006:2 Hagglund Pathric “Are there pre-programme effects of Swedish active
labour market policies? Evidence from three randomised experiments”

2006:3  Johansson Per “Using internal replication to establish a treatment effect”

2006:4 Edin Per-Anders & Jonas Lagerstrom “Blind dates: quasi-experimental

evidence on discrimination”

2006:5  Oster Anna “Parental unemployment and children’s school performance”

Dissertation Series

2005:1 Nilsson Anna “Indirect effects of unemployment and low earnings: crime

and children’s school performance”

2003:1  Andersson Fredrik “Causes and labor market consequences of producer

heterogeneity”

2003:2  Ekstrom Erika “Essays on inequality and education”



	Abstract
	Table of contents
	IFAU publications
	Search
	Back

