Do parental job losses lead to worse children’s birth outcomes when there is more unemployment

around?
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Abstract

Parental job losses may have negative consequences for health of family members, especially the
youngest ones. The variation of the effects of parental job losses for birth outcomes across
socioeconomic contexts is however an underinvestiaged area of research. On the one hand, less
advantaged regions, especially those where job losses tend to be more common, may provide families
with inadequate economic resources and instrumental support, reducing families’ resilience to job
losses. On the other hand, the experience of a job loss may be less stressful when it is shared with

others.

This study draws on Swedish longitudinal register data that provide rich health-related information on
births of children, as well as information on labor market trajectories of parents across firms and
regions. We use information on involuntary job losses to assess their consequences for children’s
health. We then investigate how parental unemployment affects children’s’ birth outcomes under

diverging regional contexts.
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Background

Job losses have detrimental consequences for health not only within, but also across generations.
Parental job losses have lasting effects on incomes of families, restricting the access to tangible and
intangible goods such as nutritious foods, favorable housing conditions, and safe neighborhoods with
green areas (Brand, 2015). Financial strain and stress triggered among family members concerns also
the youngest ones. Children’s health may be affected indirectly, as the negative consequences of job
losses on parental mental and physical health may ultimately limit opportunities for adopting good
parenting practices and providing children with due attention. The links between parental job losses
and children’s health can be even more direct when these negative events occur before children’s
birth, i.e. around the time of pregnancy. A job loss can induce stress-related processes in the parents,
trigger unhealthy behaviors such as smoking and alcohol consumption (Everding and Marcus, 2020,
Nizalova and Norton, 2021), and the resulting exposure to toxic substances can in turn inhibit the fetal
growth and shorten the gestational length. Even though a large body of literature on the “long arm”
of children’s health at birth discusses its role for intergenerational transmission of socio-economic
disadvantage (Almond et al., 2018, Currie, 2011), few studies investigate how a parental job loss affects
birth outcomes such as a preterm birth, a low birth weight, or being small for gestational age.

Moreover, there is little knowledge on how these effects vary across contexts.

Associations between parental employment status and birth outcomes of children have been long of
interest for medicine and epidemiology (Raatikainen et al., 2006). However, this line of inquiry has
been based on cross-sectional designs and small samples. Few studies followed parents who lost their
jobs over time, and adopted methods for causal inference. The findings presented in (Scharber, 2014),
suggested reduced average birthweight and increased risk of low birth weight among children, whose
mothers became unemployed around the time of pregnancy. Dooley and Prause (2005) showed that
on average, parental transitions to unemployment reduced the birth weight, while the effects on the
risk of low birth weight were not statistically significant. Similar findings were reported by Lindo (2011),
who found that a father’s job loss reduced children’s weight at birth but did not increase the risk of
low birth weight. Altogether, these mixed findings call for more in-depth investigations, using samples
that are large enough to study the relatively rare adverse birth outcomes, as well as letting researchers

to go beyond assessments of how parental job losses affect children “on average”.

The consequences of parental job losses may vary substantially across socioeconomic contexts, the
literature offers competing hypotheses regarding this variation. On the one hand, less advantaged
regions may provide families with inadequate economic resources and instrumental support, reducing
families’ resilience to job losses (Gassman-Pines et al., 2015). Especially regions with high level of

unemployment may constitute environments where these disruptive events can be particularly strong.



Next to limited buffering through local community resources, in such regions, the expected chances of
parental re-employment are lower, contributing to higher stress and anxiety among parents who
experienced job losses. On the other hand, according to the hypothesis of social norm of
unemployment (Clark et al., 2010, Clark, 2003), the experience of a job loss may be less stressful when
it is shared with others. In addition, long-lasting harsh living conditions and multiple burdens in
disadvantaged regions may lead to the adaptation, as well as the development of protective strategies
in the local communities (Brand, 2015). As a result, families in such regions, and their children, may be

less strongly affected by parental job losses.

Research design

This study draws on Swedish longitudinal register data available at Umea SIMSAM Lab (Lindgren et al.,
2016). These data include the Medical Birth Register, covering rich health-related information on births
of children, and the LISA register, providing information on employment and income trajectories of
parents. The use of this register dataset offers a number of advantages. First, the Medical Birth Register
provides high-quality data on birth outcomes, which are more reliable than survey data with self-
reported birth weight used in previous studies that studied parental unemployment or job losses
(Dooley and Prause 2005, Lindo 2011). The records of parents and their children are linked through
unique personal identifiers. At the same time, starting from 1990 the dataset links observations of
parents with firms where they work, which allows identifying involuntary job losses and assessing their
consequences for children’s health. This dataset includes as well geographic coordinates linking
families to the socioeconomic contexts of where family members live and work. Hence, this dataset
constitutes an excellent resource to investigate how parental unemployment affects children’s’ birth

outcomes under diverging regional contexts.

Birth outcomes. The Medical Birth Register includes relevant indicators of health at birth, including
birth weight, gestational length, which can be used to identify children born preterm as we as

indicators of whether child was small for gestational age, a proxy measure of fetal growth restriction.

Parental job losses. We focus on job losses resulting from firm closures. Every firm in Sweden has a
unique identification number, available in the obligatory income statements filed by firms to the
taxation authorities. Therefore, it is possible to link all employees to the firms that employ them; which
enables the identification of workers who were displaced. Next, we use data on family linkages in order
to construct samples of children of these workers and we compare their birth outcomes to children,

whose parents did not experience involuntary job losses and remained continuously employed.

Methods. Using data on job losses due to plant closure reduces problems of reverse causality and

selection bias. When an entire establishment closes, it is unlikely that children’s health or other difficult



to measure characteristics that may otherwise cause selection bias are the reason for losing a job.
However, the composition of employees whose establishment closed may still differ from the
composition of other workers. Therefore, we use propensity score matching (Caliendo and Kopeinig,
2008, Gangl, 2010) make our ‘control group’ and ‘treatment group’ comparable. Matching is carried
out based on socioeconomic characteristics preceding the timing of a potential job loss. We use a broad
range of variables to estimate a propensity score, including parental age, country of origin and place
of residence, education attainment, working experience and industry sector. We also control for the
presence of older siblings with adverse birth outcomes. In the next step, we extend this analysis by

stratified sample analyses in order to assess effect heterogeneity across regions.

Regional data Our microdata include identifications of the so-called functional labour market regions
(FA regions) that capture typical organisation of residence and work activities of the local population.
The FA regions are defined by the Swedish Agency for Economic and Regional Growth based on
observed work-home commuting distances between 290 Swedish municipalities. Hence, these regions
refer to the concept of geographic units that are larger than neighbourhoods and in which people make
decisions about employment (Gassman-Pines et al., 2015). These identifiers allow link our microdata
to the official statistics on unemployment rates, and carrying out analyses on stratified samples to
reveal how parental job losses affect children’s birth outcomes across regions with diverging

unemployment rates.
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