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Abstract

This paper explores the working youth (15 to 30 years) employment determinants for
Argentina during the 2004-2020 period. Main individual attributes are combined with
labour demand requirements in order to explain the labour income. After a description of
the labor market for young population, its main challenges are contrasted during the
current covid crisis in order to check how the pandemic get through the youth dimension.
Young workers present the worst employability gradient (informality, temporary work, part
time, low-skilled tasks) which firstly face the consequences of the pandemic crisis. As the
lowest tail of the distribution is drawn off (overwhelmly represented by youngest women
and low skilled workers), the average youth income rise, while a decline in labour
participation was remarkable in the pandemic pick, in which only one between four young
people decide to participate in the labor market. Based on nationally representative, this
study utilizes a Heckman model regression in order to correct the selection bias probability
of participating in the labor force and obtaining a job. It finds that such probability declines
substantially as lower is the economic family background. For men it clearly enlarges with
the child presence on household while for women is reduced or even decrease her
probability due to the undertaking of care tasks.
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Introduction

The labour incomes determinants are subject to controversy and debate. A first ap-
proach, coming from neoclassical theory, asserts that wages equal the value of mar-
ginal productivity. Others, however, stress the role of labour demand. Thus, theoret-
ical contributions broadly divide themselves in two camps: on the one hand, human
capital theory emphasizes labor supply (and education as a determinant of produc-
tivity), and, on the other, theories of labor segmentation and structural heterogeneity
see wages as related to attributes of labor demand, such as type of job and economic
sector. Nonetheless, determinants of youth employment can be found midway and
considering both approaches is necessary when dealing with such a particular labour

market.

The issue of youth unemployment receives considerable attention in central coun-
tries. One of the main reasons has to do with demographic factors: an inverted pyr-
amid coupled with problem poses a challenge to pension systems. Given that labour
in both age cohorts are mutual substitutes, demand prioritizes applicants from the
adult population, a problem itself exacerbated by rising retirement age (Bertranou &
Casanova, 2015). There is also a “youth split” which sums up controversies sur-
rounding job instability. Problems associated with first jobs and job rotation can de-
fine the willingness or unwillingness in labor transitions. (Jacinto, Wolf, Bessega, &
Longo, 2005). Despite these flows are higher in early steps of life, a wide debate
exists on the voluntary character of these transitions. When it comes to inflows to
the job market, they are usually attributed to non-economic factors such as formal
education. Similarly, the outlining of an uphill career is also suggested, seeking suc-
cessive "better" jobs given the lack of knowledge of the availability of jobs and their
characteristics. The youth period could correspond to the exploration of different oc-
cupations according to their attributes, in search of better matching by passing
through different jobs, as stated by Topel and Ward (1992). The definition of "better"
could not only be associated with remunerative characteristics but also with greater

flexibility, autonomy and achievement, not minor attributes in the young segment



(Jacinto, et. Al; 2005). So far, the higher voluntary turnover is attributed to charac-

teristics of the labour supply.

Other arguments point to the presence of involuntary mobility, explained both by the
endowment of characteristics in young people and by the effect of occupational seg-
regation processes. Among the individual attributes, the lower endowment of specific
human capital stands out, accumulating less experience in the job and possibly lead
to lasting negative effects on income. In this way, the cost of direct dismissal would
be lower based on a compensation calculation proportional to the years in the firm.
Regarding labour segmentation, the activities that mostly young people perform
stand out for their low productivity, high turnover, and low accumulation of specific
knowledge. Consequently, the performance of smaller peripheral tasks in the busi-
ness organization chart complements the lower cost of direct dis-missal with a lower
indirect cost derived from the ease of substitution of these functions (Osterman,
1980).

Thus, age looks as one of the main determinants of access to top positions, even
above certain levels of schooling. (De Ibarrola, 2016). In this way, it could be ques-
tioned what deter-mines that a young person could be hired in a context of increasing
competition, which are the reasons that explain the decisions to get in (or not) the
labour market and which are the proper instrument to estimate the determinants of
youth income if it is assumed that it differs from the rest of the employed population.
The literature review suggests that individual attributes are the main income predic-
tors, acquiring a central relevance in this approach compared to other attributes.
However, the characteristics of the job position held by young people suggest that

labor demand plays a leading role in determining labor income.

Concerning the Argentine case, Beccaria, Maurizio & Vazquez (2015) point out that
rising labor formalization after 2003 turned out weaker among the young, who were
also the most affected by the labor quality issue. On the other hand, Bertranou &

Casanova (2015) show a widening gap between young and adult informal workers



starting from 2009, reversing a parallel trend which could be tracked back even to

the eighties.

Regarding the international experience, Bussolo et al. (2019) show important chal-
lenges for the younger cohorts in the European market. Greater segmentations, par-
tial flexibilities, and a deepening of intergenerational inequality were some of the
edges of this phenomenon. Add-ed to a labor polarization scenario, educational in-
equality also amplifies the distances of youth labour insertion. The segmentation
process appears early through the differences in the educational quality received,
relegating the number of years of formal education (Hanushek & Woessmann, 2009)
In this line, Zimmerman (2018) exposes, for the case of Chile, the role of elite uni-
versities in the astounding increase of chances of arriving to the top 0.1% income
and the management positions of the main companies, exclusively in case of coming
from schools of equal status. He then points out how certain networking effects help

to widen inequalities of origin, relegating merit as the main reason for promotion.

On the other hand, for a lower level of education, early school dropout inexorably
leads to a hazardous job placement, and, in many cases, urgent. The intergenera-
tional transmission of poverty can also be amplified by gender factors. Households
with requirements for reproductive and care tasks, together with insufficient income
to afford them, obligates to internalize it in the household. Usually, they are mainly
faced by women and girls, adding a new difficulty in their possibilities of insertion
(Pérez, 2018). Lastly, intermittent work is especially relevant to young people, while
the decision to participate is affected by specific conditions. Some of these could be
classified as voluntary reasons chosen by the individual. Training tasks or job search
linked to the outlining of an upward career3 are the most prominent. There is also
an-other group of involuntary reasons concerning to the labour demand, low produc-
tivity, high turnover, and low accumulation of specific knowledge. Although the en-
roliment in the youth segment has attracted the attention of the literature, the selec-
tion problem has not done the same in the income estimates. This work then aims

to identify the conditions that influence the inflow to the labour market, to achieve a



better determination of income, and at the same time understand the causes that

justify its intermittence in the job market.

The next section describes the morphology of young employment in Argentina's ur-
ban ag-glomerates along with the evolution of real hourly employment-related in-
come in the 21st century. The relevance of this description is explained by the first
impact of the COVID-19 pandemic on both job supply, working conditions and in-

come, with results that may be paradoxical.

The third section explains the methodological decisions that underpin the use of a
selection equation (Heckman, 1979) for the entry (or not) of the young population
into the labour market. Both linear regression and corrected regression are then
used to estimate the determinants of real hourly employment-related income in the

young population. You also specify the sources of information used.

The “Results” section describes and analyzes the results of Heckman's selection
equation, such as the regressions used. The most important evidence regarding
young people's job market entry selection bias is associated with gender, the pres-
ence of minors at home, and the socioeconomic level of the family. About the deter-
minants of real hourly employment-related income in young people, the elements
that weigh the most are the endowment of human capital and the quality of the job
(status). Finally, points out that, the first effects of the pandemic on the determinants
of young employment in Argentina, does not provide any elements to argue that both

the selection equation and the results of the OLS are substantially modified.
Youth employment morphology in Argentina

As previously stated, youth and labor market relationship differ in several ways from
the overall population. A notoriously lower labour participation, a lower human capital
endowment and job training, the importance of reproductive and personal care tasks
are some of the main angles in which the youth present it differences. Besides, the
Argentine macroeconomic empirical evidence adds its own flavor to an already com-

plex behavior.



Figure N° 1. Labour force participation rate and employment rate (left axis) and
unemployment rate (right axis) by age. Urban conglomerates, Argentina, 2004-
2019
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After the local great depression of 2001-2002, the youth participation presented a
high rate in the first years, surpassing even the longest-lived segment. This situation
was reversed in the decade during the heat of the economic recovery which allowed

better education opportunities for young people disregarding productive tasks.

The considerable drop in youth unemployment verified up to 2012, was mainly ex-
plained by the drop in the activity rate; job creation at the young age segment stood
out due to its weak-ness. Indeed, part of these young population, instead of having
turned to the labour market, did the same in the educational world1, also observing
a fall in their contribution to the household budget. Not only have young people grad-
ually left the labour market, but also those who remained did so with less intensity

and relevance for the household.



Table N° 1. Correspondence between credentials and occupational categories.

2009 — Total population — 21 to 30 years

No Incom- Complete | Incom- Complete | Incom-
school- |plete ele-|elemen- |plete high | high plete Complete
ing mentary | tary school school higher ed. | higher ed. | Total
41,5% 32,0% 19,0% 4,1% 27,7%
Opera-
i 41,7% | 57,3% 50,9% 47,9% 32,9% 50,0%
ive
Tech-
] 3,8% 1,0% 4,1% 36,7% 15,6%
nical
Profes-
) 0,0% 0,1% 1,2% 1,2%
sional
Total 100% 100% 100% 100%
2019 - Total population — 21 to 30 years
No Incom- Complete | Incom- Complete | Incom-
school- |plete ele-|elemen- |plete high | high plete Complete
ing mentary | tary school school higher ed. | higher ed. | Total
37,2% 30,0% 19,0% 5,0% 26,8%
Opera-
i 32,1% |55,3% 55,0% 52,1% 34,9% 54,0%
ive
Tech-
] 0,0% 1,6% 2,1% 3,4% 40,6% 14,9%
nical
Profes-
) 0,0% 1,0% 0,0% 0,2% 1,1%
sional
Total 100% 100% 100% 100% 100% 100%

Source: authors calculations based on EPH-INDEC



Even so, those young people who decided to come into the job market faced greater
challenges. Unemployment rates continued to be by far the highest and bear a no-
table presence in the sub-30 segment; the slowdown in the economy and its reduc-
tion in the number of hires had a full impact on new entrants. Although the decline
affected both young people and adults, it is the former one who contribute with the
largest number of entrants, and therefore those who are reached by the highest rel-
ative unemployment. In turn, real hourly employment-related income is affected by
the role of low (or lack of) seniority and experience in the position and, therefore,

less accumulated specific human capital.

Both, the increase in educational assistance for young people does not necessarily
imply a voluntary decision to study and remain inactive. Poor hiring prospects can
extend the educational path, masking an involuntary decision. Certainly, many
young people, especially men, move directly from inactivity to employment, without

going through a search process that leads to unemployment.

The analysis of the job qualifications helps to understand the requirements of the
demanding sectors. In this sense, the gap observed between youth and adults for
the highest grades is not fully explained by educational breadth. Although the lack
of correspondence is not exclusive to the former, it is sizably larger among the
youngest workers. The low demand for skilled labour is far from matching to an in-

creasing supply, having expanded this phenomenon during the period analyzed.

At the same time, the educational endowment contributes much less to explain the
distances in low grades, where young people have the same participation as the
average in the lack of instruction, but they work more intensively in tasks with zero
requirements. These workers presumably receive much less on-the-job training,

sinking the indirect cost of firing as the directs one do.

Finally, the organizational structure itself adds an additional struggle. Youth partici-
pation in managerial and high-ranking activities place well below from adults, also

presenting a de-creasing trend. This is confirmed even despite a higher participation



in occupations that operate with computerized systems and equipment, associated
with greater added value in the company. In this way, the hypothesis of the adjust-
ment variable for the employing firms is reinforced, not only due to a lower firing cost
given their low seniority, but also to the marginal role in the company's tasks sched-

ule (easier to substitute) and the lower investment in specific training done.
The first impact of the pandemic on youth employment

Argentina starts its lockdown as soon as the health crisis caused by COVID-19 be-
gan in March 2020 (second quarter 2020). In this sense, only essential jobs could
perform face-to-face tasks, while the rest must virtually rearrange, causing that sev-
eral jobs could not be adapted. Around the third quarter of 2020, certain activities

were recovering at a slow pace operating under strict conditions.

At the time, this document is being wrote, economies are struggling to find solutions
to the devastating impact of the covid 19 pandemic. Among other dimensions, it has
overwhelmingly affected the world of work, expanding, and aggravating previous
challenges and creating new ones. Particularly, young people face some of the main
difficulties due to preceding working conditions, while they present new channels in
which the crisis hit disturbs the labour market (Organizacion Internacional del Tra-
bajo, 2020). After a general agreement in which young unemployment rates doubles
o even triples the aggregate ratios, it should not surprise to observe the same pro-
portion, even with alarming results that reach a 35% of unemployment rate for young
workers. Nonetheless, the employment rate shrinking outstrips the unemployment
result, concluding that another scheme is operating in order the young unemploy-
ment is not even larger. The decline in the young labour participation was remarkable
in the second quarter of 2020 (the pandemic pick), in which only one between four
young people decide to participate in the labor market. In other words, despite the
inactivity rate increases in the population as an all, the “discouragement effect” due

to the tough conditions to find a job, disproportionally hits the young residents.



The first impact of the pandemic in Argentina shows a drop in the activity rate, in
agreement with the one the ECLAC-ILO (2020) finds for Latin American as a whole.
The decrease in the activity rate by 19% in young people between the age of 25 and
30 is remarkable as labour market participation usually exceeded 77% in the period
2004-2019; by the second quarter of 2020 it does not reach 64%. It is also relevant
that the recovery of the third quarter of 2020 barely passes 70% in the activity rate.
As for the age range of 15 to 24 years where the activity rate is usually 40%, the
decrease is proportionally higher, climbs to 26%. Although the drop affected both
males and women in similar proportions, for the age group 25-30 years there was a
disproportionally impact on women with a drop of more than 20%, compared to

men’s 15%.

In a like manner, the hard outcomes are expressed in the recovery too. In the third
quarter, as some re-strictions were abandoned, young activity rate barely passes
70%. As for the age range of 15 to 24 years where the activity rate is usually 40%,
the decrease is proportionally higher, climbs to 26%. Although the drop affected both
males and women in similar proportions, for the age group 25-30 years there was a
disproportionally impact on women with a drop of more than 20%, compared to

men’s 15%.

Not only many young people return to the labour market, but also the unemployment
rate presents a decline as job creation overtake both variables. Regarding the em-
ployment rate, there is a fall both in the total population (16%) and in young people.
In the age segment between 25 and 30 years the employment rate stood at around
69% in the 2004-2019 period, but in the second quarter of 2020 it fell to just over
53%, representing a 20% drop. Meanly, the age range of 15 to 24 years stood at
17% during stricter restrictive measures, implying a 40% reduction from previous
years. The fall in the employment rate hit equally both males and women, but it is
worth noting that in the case of the 15-24 years age group women were found them-

selves affected with a fall of just over 45% of employment, while for males the de-



crease was 28%. In the third quarter, the recovery in the employment rate is signifi-
cant, but it fails to compensate the fall in the second quarter; for 15- to 24-year-olds

it is around 21% and for the age range 25 to 30 it fails to exceed 61%.

As a result, the increase in the unemployment rate was significant in both the adult
population where it increased by 33% and in young people. In the 25-30-year group,
the unemployment rate annually increased by 19% in the second quarter of 2020,
implying a gap close to 16%.. More dramatically, for the age range of 15 to 24, un-
employment climbed from 27% to 34%, a proportional increase of 28%. It is worth
clarifying that, as ILO (2020) states, young people were already facing growing
difficulties in labour markets, both in obtaining a job and in terms of income. The
period 2004-2019 was not particularly virtuous for the Argentine youth employment,
with the unemployment minimum in 2012, overlapping with the last peak in Argen-
tina's economic cycle. Thus, its macroeconomic elasticity determines the 2020 as

one of further losses for young people.

Disaggregating the evolution of unemployment by sex, a dissimilar impact on males
and women according to age groups is observed: while in the 15-to-24 cohort un-
employment grew by 18% in males compared to 40% in females, in the population
of 25 to 30 years the unemployment rate in females increased by 11% and in males
by 26%. It should be noted that de-spite unemployment having affected males more
than women in the adult population, the rate of unemployment of women remains

higher than in males in all age groups, reflecting persistent gender asymmetries.

In the third quarter of 2020, the unemployment rate declined for the adult population
by 20% above the second quarter of 2019. Meanwhile, for young people between
the age of 15 and 24, it is 30%, four percentage points lower than in the second
quarter. For the age range 25-30 years the recovery is steeper, and the unemploy-

ment rate returns to the previous levels of the second quarter of 2019.

However, new entrants intensify the usual challenges. At first, the hourly intensity

not only could not return to previous measures, but also continue its decline (partially



due to part-time scheme). A drop in average working hours between 2019 and the
second quarter of 2020 is found in the adult population (8%), as well as in young
people. The drop in the 15-t0-24 cohort affects females (13%) more than males (9%).
Young males of 25 to 30 show a stronger reduction (13%) than females (7%). How-
ever, by the third quarter of 2020, the population over the age of 30 recovers slightly
without reaching 2019 levels, while the recovery of young people between the age
of 25 and 30 is stronger, attaining pre-pandemic figures. A different story can be told
of the age group between 15 and 24 years, whose average working hours continue
to fall.

Figure N° 2. Labour force participation rate and employment rate (left axis) and

unemployment rate (right axis) by age. Urban conglomerates. 2019-2020
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Unsurprisingly, in the context of widespread job losses, the first to suffer the effects

are employees not registered on social security. Likewise, the young informality rates



range almost 65% requiring an extensive review to find such ratios (post crisis pe-
riod). Thus, the rate of in-formal workers for the adult population decreases by 33%
between 2019 and the second quarter of 2020, falling to an absolute minimum in the
21st century. In the age range of young people from 15 to 24 years the decline is
milder (14%), but for the age range of 25 to 30 years the fall is no less than 21%.
This result is even more shocking after the non-registration dwindling in the pan-
demic crisis pick, evidently not due a formalization process but also for job destruc-
tion. Moreover, it is specially amplified for young women whose unemployment rate
increasing was the largest during pandemic as the informal workers were those who

initially were removed from their jobs.

Concerning real hourly employment-related income, the 57% increase in the adult
population between the end of 2019 and the second quarter of 2020 is surprising,
both because of the drop-in working hours and the decline in employment of informal
employees who tend to earn lower working incomes given their non-registration sta-
tus in social security. In the case of young people, the situation is similar, but levels
differ in the 15 to 24 years age group the increase in actual working income between
2019 and the second quarter of 2020 is 35% (24% in males and 54% in females).
Then in the third quarter of 2020, income fell again coinciding with the re-entry of
unregistered employees. The age range 25-30 shows an increase between the
fourth quarter of 2019 and the second quarter of 2020 of 60%, higher than the adult
population. The situation was more beneficial for males (74%) than females (37%).
By the third quarter of 2020, with the re-entry of employees not registered with social
security and the increase in working hours, the actual working income of the hours

fell by 20% com-pared to the second quarter but remaining above 2019 levels.

The difference in outcome on real hourly employment-related income by age and
education level is also noteworthy. In the group of 15 to 24 years the largest increase
is verified in the incomplete tertiary/university and incomplete secondary strata. Gen-
der disaggregation shows that the effect is more pronounced on women in the in-

complete and complete secondary tertiary or university strata, more than doubling



the hourly labor income of 2019. While in the 25 to 30 age range, the largest increase
is at the incomplete tertiary or university level. The effect is verified for both females

and males.

To sum up, the employment shocks implications in the average income must be
prudently understood. The upsurge in the “pandemic pick” remuneration must not be
assumed as a re-version from the 2018-2019 collapse. On the contrary, workers with
the worst employability gradient (informality, temporary work, part time, low-skilled)
are taken away from the income distribution as they are those who firstly face the
consequences of the pandemic crisis. That is to say, the lowest tail of the distribution
is drawn off, overwhelmingly represented by youngest women and low skilled work-
ers), so the average income rise. Consequently, the third quarter (slow) recovery
states a decline for all individual attribute, as precarious employment which had been
took off from the market, starts to be promoted. Still, the hourly real income stands
below the pre pandemic target concluding that the crisis extent is far from being

outdone.
Data base and methodology

Undoubtedly, entering the labour market constitutes a milestone in people's lives as
well as their transition to formal education. In this way, any estimation and weighting
effort must first assume the effect of education on employment, which does not take
away from considering the wide range of variables involved (individual attributes, the
task performed, the productive sector, the job quality, hourly intensity and, of course,

its pay.

Complexity in identifying both individual education and the aggregate schooling
range of a specific population correlates with real hourly employment-related income
for a wide number of reasons, but does not necessarily infer causality (Morduchow-
icz, 2004). For the most part, the different studies use instrumental variables for a
more precise conclusion. Some of the best known is the use of the birth quarter as

an instrument of individual education (Angrist & Krueger; 1991), or the compulsory



schooling laws and minimum age for entering the labour market (Acemoglu & An-
grist; 1999).

Studies taking gender into account are noteworthy for correcting female earnings
given the enrollment that women have in the labour market. Those with the highest
educational endowment tend to present the highest activity rate and therefore their
educational returns are usually overestimated in the total sample (or discrimination
is underestimated). Although different studies incorporate Heckman's methodology
for the gender variable, they do not do so specifically for youth employment. Recent
research makes an approach in this field; for in-stance, for young women in Malawi,
the bias in the income estimation is corrected against men (Kim, 2020). However,
once again the focus is on gender issues and not on the youth segment of the age
distribution. Given the gap observed in the literature, especially for Argentina, this
work proposes to use Heckman's methodology to estimate the determinants of real

hourly income from the main occupation for the young age group.

Data from the argentine statistical households living conditions (EPH for its Spanish
name) is the microdata used to retrieve individual and job characteristics such as
schooling level, activity status and economic activity worker skills, employment-re-
lated income and hours worked, among other variables relevant to the proposed
models. Thus, according to the different economic cycles for the period 2004-2020,
the real hourly employment-related income of the main occupation will be estimated,

deflated by the basic food basket index used in the income poverty measurements.
Heckman correction

For the estimation of the determinants of the real hourly employment-related income
of the main occupation for the young age group, two models are proposed. The first
uses a linear regression by ordinary least squares (OLS), while the second model
incorporates a Heckman correction for the inactive population. In this way, the func-

tional form of the models is presented:

OLS: Ilnw; = By + B NIvEd; + B,CatOc; + yoT; + y1x; +u;



Heckman(firststage): Inactive; = ¢, + ¢p,PosHog; + ¢p,PresNi; + v;
Heckman(secondstage): Inw; = B, + 1 NivEd; + f,CatOc; + y,T; + y1x; + 8oA; + €;

Where In w is the logarithm of the real hourly wage, NivEd is the Educational Level
(incomplete high school, complete high school, incomplete higher education y com-
plete higher education), CatOc is occupational category (private-sector formal
worker, private-sector informal worker, public-sector formal worker, public-sector in-
formal worker, self-employed and employer). T corresponds to time dummies. As
well, the model has control (x_i) variables like region of Argentina, age, and sectorial

categories.

Additionally, the Heckman equation includes the variable lambda (A), corresponding
to the Mills inverse to control for possible selection bias from non-randomly selected
samples or otherwise incidentally truncated dependent variables (Heckman, 1979).

Finally, ui, vi and e; correspond to shocks or residuals from their respective models.

The Heckman model has two stages, which are joined for a result. The first one
includes the selection equation, which will determine the probability of entering or
not in the labour market, and therefore a reweighting of the sample. Meanwhile, the
second exposes a multivariate regression that controls the influence on income of

sociodemographic characteristics and labour insertion.

In the first stage of the Heckman model, the variable returned for the “Inactive” col-
umn takes the value “1” if the individual is employed, while otherwise it takes the
value “0” if is inactive (persons outside the labour force). In this case, the selection
bias comes from not observing those young people who decide, for voluntary rea-
sons, frequently associated with education, or involuntary (demotivation), to post-
pone their entrance into the labour market. Note that the sample on which the re-
gression is applied will consider the characteristics of those who enter the market vis
a vis those who, for one reason or another, do not. Thus, a sample reweighting will
be necessary to correct the bias of considering exclusively those who declare in-

come from the subpopulation who work.



Consequently, a central request is to establish the variables that make up the selec-
tion equation that seeks to correct the selection bias course. The benchmark was
not easy, and it is certainly plausible to criticism. To overcome the situation, a de-
tailed descriptive analysis of the labour market and the income dynamics of the
young age group was carried out. Likewise, the abundant bibliography was consid-

ered in search of a certain consensus and recurring phenomena.

One of the main variables that conditions labour market entrance is the individual
gender. Given its importance, this work carries out the regressions, in its two stages,
separately for men and women. Thus, the weights of the determinants of real hourly

employment-related income for each gender and age range can be appreciated.

Accordingly, the occupational gaps for young female workers compared to their adult
peers are significant. In addition, a significant share still lives in the family home: they
are neither heads of household nor wives but “daughters” (Bertranou & Casanova,
2015). Given the apparent not need to absorb productive tasks, it is understood that
many women assume, almost exclusively, domestic work or reproductive tasks.
Holzer & LaLonde (1998) conclude that the main source of instability for young
women is linked to marital status and the presence of children, based on the high
rates of voluntary transition (resignation instead of dismissal) to inactivity for those
who drop out of high school. Considering that most of young people who neither
study nor work are women, care tasks should have a relevant explanatory power in

the Argentine youth insertion.

Another determinant of entry to the labour market by young people is the socioeco-
nomic position of the household (PosHog) from the same household survey. It is
possible to think that households with larger resources can outsource or contract
private services to perform reproductive tasks, avoiding having to internalize them in
their own young members. Meanwhile, low-income households spend a large part
of their members' time on domestic tasks, limiting their ability to enter the labour

market.



Furthermore, its inclusion in interaction with the gender variable is of special interest.
From a classical perspective, the rational choice of women would lead to a lower
workload, or not insertion, making employment compatible with caregiving and re-
productive functions. These tasks fall almost without exception to the female sex,
and especially to households without resources to afford it in the private market. It
could then be thought that the family “chooses” which members take charge of these
tasks and which of the productive tasks (maximization of joint utility, instead of indi-
vidual leisure-work maximization). Along these lines, Trombetta et. al (2019) show
an income effect for the upper quintiles, considerably reducing the gender gap in
unpaid care tasks. This is mainly explained by the decrease in the time that women
from wealthier households dedicate to unpaid household tasks. While high-income
households can contract private services to carry out these tasks, low-income
households devote a significant part of their members' time to domestic tasks, a task
that women perform almost without exception, thus limiting their possibilities. of in-

sertion in the labour market.

Likewise, an interaction is observed between the socioeconomic level and the mi-
nors care, therefore, the second variable in the selection equation is the presence of
minors in the household (PresNi), given that households with higher resources
spend more time caring for their children than their lower quintile peers. This phe-
nomenon is also repeated in developed countries; "time with children" is presented
as a luxurious good. Guryan, Hurst & Kearney (2008) find for a group of developed
countries that those parents with higher income and educational level spend a con-
siderably higher time share with their children than those in the lower distribution tail.
The authors verify this phenomenon even despite being the former who also pre-
sents a higher labor intensity outside the home. In this way, an income elasticity
would be observed not only positive but also higher than one. Greater household
resources are correlated with more time spent on parenting, contrary to what would

lead to a higher opportunity cost.



Income distribution for quintile is thus included as a per capita family variable con-
trolling for the socioeconomic position of the household. This not only contemplates
movements based on monetary perception but also for demographic reasons, as the
number of members in the household is considered. At the same time, the presence
of children is added as a control variable, disentangling their care with the rest of the
domestic tasks. On average, 65% of young people who neither study nor work live

in households where children under 14 are present (Bertranou & Casanova, 2015).

It is worth noting that in this study not only the presence of children in the home but
also of minors is incorporated, considering any kinship relationship with the individ-
ual analyzed. Thus, the female activity shrinks with the increase of minors at home,
while the male activity rate rises. In this sense, women see their possibilities of seek-
ing paid extra-domestic work diminished, while men are induced to look for house-

hold income in the labour market.

As a result, the three variables considered, both individually and its interaction, pre-
sent non-neutral effects on the labor participation and the hourly intensity. Therefore,
these controls are included to correct a possible selection bias found in the sample

analyzed for the young segment. (Heckman, 1979)
Results and Discussion

In this section, the results of Heckman's selection equation for both males and
women are shown and analyzed first. It is observed that the lambda variable is sig-
nificant, which pro-vides evidence to assert that there is selection bias in the popu-
lation group of 15 to 30 years. In addition, the variables chosen for the selection
equation, the presence of minors at home and, in addition, children under 3 years of
age and the economic level of the household, turn out to be explanatory to the se-

lection bias of young people as a population group.

The description and analysis of OLS results then shed evidence regarding the de-

terminants of young people's time work income. The strongest explanatory variables



are the level of education, as an endowment of human capital, and the quality of the

job.

A third paragraph points to the first effects of the pandemic on the determinants of
young employment in Argentina, providing elements to argue that both the selection

equation and the results of the OLS are not substantially modified.
Results of Heckman's selection equation

Concerning the selection equation, on the one hand, the significance of the “lambda”
variable implies that the sample correction is relevant, and, therefore, there is a se-
lection bias for the young stage. In this case, it is observed that the sign of the vari-
able “lambda” is negative and significant, showing that the regression of ordinary
least squares (OLS) overestimates the coefficients due to a selection bias. In other
words, those individuals who are inactive will de-mand a higher income than those

who are employed.

Thus, the variable that refers to the minors in households with age below 3, is always
significant and positive for men, increasing the individual's probability of being em-
ployed. According to the higher household requirements, note that the need to inter-
nalize productive tasks is clearly verified in the male distribution. In the case of young
women, it presents a much more diffuse pattern. For the 15 to 25-year-old segment,
it is slightly positive: young women also take on productive tasks in the presence of
minors, although with much less probability than in the case of men. However, re-
verse results are exposed for those between 26 and 30 years old, where having
minors in the home entails a lower probability of entering the labour market. The
latter is in line with what the literature describes for the internalization of both care

and reproductive tasks.

Therefore, in view of minors in household, the opportunities to enter the labour mar-
ket de-crease for women, since productive and paid tasks are much intensely as-

sumed by men, even more likely than in the case of no dependent members. At the



same time, the fact that an old-er age corresponds to a higher real hourly employ-
ment-related income and a lower activity rate, reproductive tasks could be under-
stood as a luxury good. In this way, a higher time distribution in the minors’ care by

those mothers with higher incomes will be expected.

Socioeconomic household backgrounds have strong implications for labour market
insertion. The results show that for higher per capita family income, larger the
chances of being employed. This inference would oppose the relationship between
higher-income households and young people who postpone their entry into the labor
market because of greater educational training. However, although a significant
share of the inactivity rate is explained by non-economic activities such as education,

another fraction is due to involuntary reasons.

Inactivity in young people, in many cases, is only a spot in paths in between unem-
ployment or informal occupations. Frequently, it is associated with involuntary rea-
sons such as erratic mobility or involuntary exit from the labor market because of
demotivation. Young people not only present a higher labor mobility, but also move
more intensely to unemployment and inactivity, in addition to presenting greater fric-
tion from unemployment to employment. Consequently, family budget does not
seem to present significant differences between active and inactive young people,

especially at the extremes of the distribution (Maurizio, 2011).

It should be mentioned that the dichotomic states are occupation and inactivity, leav-
ing out the unemployed, who could be identified with the worst vector of individual
characteristics. Although the unemployed are part of the active population, since
they do not declare any income, it cannot be included in a typical income regression.
In summary, the importance of socioeconomic origin presents a clear gender bias
for adolescent employment, where the im-pact is higher for women. Although not
exclusively but specially for them, belonging to high income households make a

larger extent both in obtaining a job and in the expected income.

Results for young real hourly employment-related income determinants



For the general regression, the determinants that make up labour compensation are
analyzed. These include the contributions mentioned from both theoretical currents
mentioned above. Both the human capital approach (on the labour supply side) and
the labour segmentation and productive heterogeneity (on the demand side) are
combined to achieve an analysis that encompasses the influencing factors. The first
highlights the educational improvement, including through the different individual
credentials, the age and gender. Through the labour demand, it is added the different

characteristics of the job such as the type of hiring and the production sector.

TABLE N° 2 shows that gender differentiation displays a coefficient with strong dif-
ferences between the “corrected” model and the ordinary least squares linear re-
gression. For inactive women, who presents a lower human capital endowment than
the observed in the specific sample, all discrimination is greater than the observed.
For the total female distribution, the difference between market income and reserve
income is usually considered, if the latter de-pends on personal characteristics and
the stock of human capital, while the former only de-pends on human capital. (Perl-
bach de Maradona & Calderén, 1998).

If the variables for the distribution of young people are controlled, the coefficient ac-
quires a significant negative value. This underestimation is since the vector of char-
acteristics of those employed and earning income is higher than that of the excluded
population. Only for the 15-20 segment does it become positive, showing that those
young people who decide to stay out of the labour market would present the highest
endowments. This may be due to a good proportion of women who remain inactive
while increasing their educational qualifications, thus postponing their entry into the

labour market, postponing income.

The remaining coefficients of the Heckman regression maintain the same correlation
as a "censored" regression. Returns to education show a non-linear relationship:
higher the credentials acquired; the “educational prize” grows more than proportion-
ally. The corrected regression entails lower values, and it can be thought that there

are several individuals with high endowments who did not enter the labour market.



The occupational category takes the private-sector formal wage earner as a refer-
ence, and their hourly income is only surpassed by formal public-sector wage earn-
ers, consistent with the best hiring conditions offered by the sector. Meanwhile, the
remaining categories are at a disadvantage, with informal private-sector wage earn-
ers and the self-employed standing out. Note that the negative impact is higher for
young people than for the total distribution, in-creasing the wage penalty. On the
other hand, for both hiring categories, on average, the public sector earnings states
above the private ones, a fact not less due to the Argentine public sector extent. The
low participation of young people in the latter not only seems to be a lower income

cause, but also a larger informality too.

The first impact of the pandemic on the determinants of income in young peo-

ple

Regarding period checks, results are important to verify the first impact of the pan-
demic on young people's time work access. First, it should be noted that compared
to 2004 real working income schedules increase steadily until 2015, which coincides
with the boom in the economic cycle in Argentina. By 2019 revenues continue above
compared to 2004, but fall from 2015 due to the macroeconomic crisis, this result
provides an indication to explore, in other work, the correlation between young peo-

ple's real hourly employment-related income and fluctuations in GDP.

However, the results for the second quarter of 2020 shown a slightly positive sign
and with little significance, reinforcing the explanations tested above, i.e., the actual
working income of young people increased during the pandemic year due to the
forced departure of informal workers who have the lowest income along with the fall

in working hours due to confinement.

Finally, it should be noted that the results from regressions for both the second and
third quarters of 2020 show no change in the determinants of young employment
and their income, the most relevant characteristics remain the endowment of human

capital and the job quality. However, it is possible to quantify a first effect of the



pandemic at actual incomes which depends from the chosen model (see Figure No.
3). Heckman correction exposes a larger income reduction due to the worst individ-
ual attributes from those who stay away from the labor market. It is observed that

the impact is larger for males, strengthening the results from the descriptive section.

Figure N° 3. First effect of lockdown on real hourly employment-related income

to age.
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Conclusions

As described in the second section youth employment shows a pattern of vulnera-
bility to the adult population throughout the period analyzed. In line with the articles
referenced both nationally and internationally, there is a clear gradient of job fragility
for young people. This profile of labor vulnerability is summed up in higher unem-
ployment rates, less job absorption and higher precarious and informal employment
than the adult population. On the one hand, the marked instability and labour inter-

mittency stems from persistent macroeconomic volatility. In this way, young people



are more affected during the general economic recession with a higher rate of
layoffs, falling real hourly employment-related income and fewer hires, processes
that disrupt the renewed flow of new participants with greater intensity than the adult
population. At the same time, there is also a clear distinction between young people
and adults in the phases of economic recovery, with slower and more erratic trends
for young people, as shown by the fledgling post-lockdown recovery (third quarter

2020), even clearer for those from 15 to 24 years.

At the time, this document is being wrote, economies are struggling to find solutions
to the devastating impact of the covid 19 pandemic, which overwhelmingly affected
the youth work, expanding and aggravating previous challenges and creating new
ones. They face some of the main difficulties due to preceding working conditions,
while presents new channels in which the crisis hit disturbs the labour market. After
a general agreement in which young unemployment rates doubles o even triples the
aggregate ratios, pandemic brings alarming results that reach a 35% of unemploy-
ment rate. At the same time, the decline in the young labour participation was re-
markable during the pandemic pick, in which only one between four young people
decide to participate in the labour market. Despite the inactivity rate increases in the
population overall, the “discouragement effect” (due to the tough conditions to find a

job), disproportionally hits the young residents.

In a like manner, the hard outcomes are expressed in the recovery too. In the third
quarter, as some re-strictions were abandoned, not only many young people return
to the labour market, but also the unemployment rate presents a decline as job cre-
ation overtake both variables. However, new entrants exacerbate the usual chal-
lenges. At first, the hourly intensity not only could not return to previous measures,
but also continue its decline (partially due to part-time scheme). Likewise, the young
informality rates range almost 65% requiring an extensive review to find such ratios
(post crisis period). This result is even more shocking after the non-registration dwin-

dling in the pandemic crisis pick, evidently not due a formalization process but also



for job destruction. Moreover, it is specially amplified for young women whose un-
employment rate increasing was the largest during pandemic as the informal work-

ers were those who initially were removed from their jobs.

These job disruptions during the first impact of the pandemic have their implications
on middle income, so the results must be understood wisely. The increase in real
hourly labor in-come should not be assumed as a reversal of the collapse of 2018-
2019. On the contrary, during the second quarter of 2020, young workers with worse
working conditions (informality, temporary work, part-time, low qualifications) and
therefore low incomes lost their jobs, which allows for an improvement in real hourly
employment-related income because of the suppression of the lower queue in the

distribution of real hourly employment-related income.

As aresult, the tenuous and slow recovery in employment in the third quarter of 2020
leads to a decrease, for all individual attributes, in real hourly employment-related
income, as precarious employment that had been taken out of the youth labour mar-
ket begins to be recomposed. The youth employment landscape in Argentina's urban
agglomerates shows the vulnerability of youth generations given their insertion into
increasingly precarious jobs, with lower educational requirements and in productive
activities that exhibit less stability and low working in-comes relative to the adult pop-

ulation.

This situation manifests itself in econometric models. In turn, labor contract relation-
ship displays the largest explanatory coefficient for income, even above the educa-
tional level. Thus, the smaller scope of the labour formalization process significantly
explained the income differential for the youth-adult dimension. Labor contract rela-
tionship is in line, on the one hand, with a marked sector insertion profile, where
hiring takes place in industries that are intensive in unstable jobs. On the other hand,
it does so with occupational qualification and higher performance in secondary po-

sitions for which on-the-job training is marginal.



The worst working conditions should not be associated with the characteristics of
youth la-bour supply since the increased participation of young people in low-skilled
tasks does not correspond to educational levels achieved by the young population,
which is even above the credentials of the population average. There is also a
marked overqualification in the jobs that young people have and few matches be-
tween credentials (offer) and job qualifications (demand). This is also verified in the
performance of more elementary tasks within the organization chart of companies,
accessing positions more expendable to a greater extent than the adult population.
This situation reinforces the increased labour turnover of young people due to the
lower costs of direct and indirect redundancy (little experience) that favor youth
layoff. It suggests a vicious cycle in which young people are inserted with an em-
ployment profile that generates conditions which facilitate their exit from the labour

market or periods of unemployment.

The presumption of a selection bias for the participation (or not) in the labour market
by young people, makes a choice for a Heckman model, which is essential to under-
stand the determinants of working income hours in the youth population. Empirical
evidence was found about selection bias in gender-related youth, the presence of
children at home, and the socioeconomic level of the family. Thus, for women the
probability for reinforcing the labor participation force increases along with the eco-
nomic level of the family and the absence of children at home. For males, however,
the presence of minors increases the likelihood of entry into the labour market, taking
on more productive tasks in the labour market while women's reproductive tasks
developed inside the home. Therefore, it is supported that women's transitions are
associated with involuntary intermittency as sensitivity to the economic cycle are

confirmed.

Finally, to overcome the challenges of young people, the creation of high-quality jobs
is mandatory, but specific promotion of public policies is also required to address the

connection between labour insertion and education.
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Appendix

Table N° 2. Results from Ordinary Least Squares (OLS) Regression and Heckman for men and women by age

group.
Gender Men Women
Age 15-24 25-30 31-65 15-24 25-30 31-65
Variables oLS Heckman | OLS Heckman | OLS Heckman | OLS Heckman | OLS Heckman | OLS Heckman
Complete high school 0.132*** 0.132*** 10.163*** |0.157*** [0.185*** 0.142** 0.101*** 1 0.0495** [ 0.149*** 0.0578*** [ 0.216*** | 0.123***
(0.0142) |(0.0139) |[(0.0120) | (0.0167) |(0.00657) | (0.0138) (0.0214) |(0.0207) | (0.0182) (0.0171) | (0.00848) | (0.0103)
Incomplete higher education 0.305*** 0.298*** 10.318** |0.321*** [0.348*** 0.276*** 0.253*** 10.163*** | 0.289*** 0.127** [ 0.359*** | 0.211***
(0.0180) |(0.0178) |[(0.0147) | (0.0206) |(0.00923) | (0.0198) (0.0214) |(0.0214) | (0.0190) (0.0188) |[(0.0112) |(0.0140)
Complete higher education 0.366*** 0.350*** | 0.463*** |0.432*** |0.560*** 0.451*** 0.357*** 10.238*** | 0.475"* 0.268*** | 0.614** |0.398***
(0.0388) |(0.0383) |[(0.0168) | (0.0242) |(0.00820) | (0.0179) (0.0356) |(0.0355) | (0.0200) (0.0206) | (0.00922) | (0.0121)
informal ~ private-sector  wage -0.388*** [-0.343*** [-0.425*** |-0.346*** |-0.480*** |-0.402*** |-0.332*** |-0.249*** |-0.326*** |-0.227*** |-0.331*** [-0.190***
earner
(0.0152) ](0.0151) [(0.0125) |(0.0177) |(0.00834) | (0.0174) (0.0211) |(0.0209) | (0.0166) (0.0164) | (0.00962) | (0.0119)
Informal public-sector wage earner || 0.127*** 0.129*** | 0.122*** 0.121*** 0.187** 0.191*** 0.217*** 10.201*** [0.191*** 0.197** 0.234** 0.222***
(0.0269) |(0.0265) |[(0.0163) [ (0.0232) |(0.00788) | (0.0168) (0.0360) |(0.0354) |(0.0188) (0.0188) | (0.00886) | (0.0113)
Formal public-sector wage earner | -0.293*** [-0.239*** |-0.268*** |-0.193*** | -0.442*** -0.319%** -0.135"* |-0.0452 -0.227** -0.110** [ -0.410*** |-0.235***
(0.0337) |(0.0330) |(0.0284) |(0.0386) |(0.0212) (0.0431) (0.0376) |(0.0364) | (0.0254) (0.0244) | (0.0176) | (0.0208)
Self-eployed -0.422*** 1-0.365*** |-0.407*** |-0.326*** |-0.444*** |-0.360*** |-0.486*** |-0.403*** |-0.502*** |-0.408*** |-0.516*** |[-0.426***
(0.0199) |(0.0197) |[(0.0149) [ (0.0208) |(0.00706) | (0.0149) (0.0300) |(0.0292) | (0.0203) (0.0198) | (0.00973) | (0.0121)
Employer -0.145*** 1-0.134** [-0.0691** |-0.0734* |-0.0891*** |-0.0948*** | -0.266*** |-0.288*** |0.0488 0.0331 -0.0250 -0.0762***
(0.0561) |(0.0551) |(0.0303) |(0.0434) |(0.0115) (0.0245) (0.0849) |(0.0829) | (0.0485) (0.0484) |[(0.0188) |(0.0243)
Year 2006 0.194*** 0.203*** ]0.207** |0.214*** [ 0.190*** 0.198*** 0.191** 10.196*** [ 0.131*** 0.134** [ 0.176*** | 0.190***
(0.0223) ](0.0218) |(0.0191) |(0.0268) |(0.0107) (0.0224) (0.0288) |(0.0278) | (0.0236) (0.0227) | (0.0126) | (0.0155)
Year 2009 0.288*** 0.304*** 10.253** |0.278*** [0.217*** 0.234*** 0.305*** 10.319*** [ 0.198*** 0.221** [ 0.222** | 0.249***
(0.0214) ](0.0210) |(0.0182) |(0.0255) |(0.0101) (0.0212) (0.0284) |(0.0273) | (0.0226) (0.0217) | (0.0120) | (0.0147)




Year 2012 0.269** |0.272* |0.216™* |0.244** |[0.139* |0.161* [0.258** |0.279** |0.162** |0.184** |0.144** |0.184**
(0.0216) |[(0.0211) |(0.0186) |(0.0261) [(0.0102) |[(0.0213) |(0.0285) |(0.0274) |(0.0229) |(0.0220) |(0.0120) |(0.0148)
Year 2015 0.319* [0.328** |0.250** |[0.273** [0.184* [0.205** |0.295%* |0.310** |0.203** |0.221** |0.191** |0.223***
(0.0218) |[(0.0214) |(0.0186) |(0.0260) [(0.00998) |(0.0209) |(0.0298) |(0.0287) |(0.0234) |(0.0225) |(0.0119) |(0.0146)
Year 2019 0.181* [0.188** |0.140** |[0.173** [0.0864** [0.103** |0.214** |0.226** |0.0951** |0.117** |0.0821** |0.110***
(0.0236) |[(0.0231) |(0.0195) |(0.0272) [(0.0105) |[(0.0219) |(0.0315) |(0.0303) |(0.0243) |(0.0233) |(0.0122) |(0.0150)
Il quarter 2020 0.0733** [0.0720* | 0.0871** |0.0937** [0.0500** |[0.0543* |0.159*** |0.155** |0.0208 0.0315 | 0.0447** |0.0647***
(0.0333) |[(0.0325) |(0.0249) |(0.0348) [(0.0133) |[(0.0279) |(0.0479) |(0.0462) |(0.0326) |(0.0313) |(0.0155) |(0.0192)
Il quarter 2020 0.0420 [0.0198 |0.0264 |0.00582 [0.0221* |[-0.00525 |0.0984** |0.0509 |-0.0799*** |-0.116** |0.0158  |-0.0181
(0.0280) |[(0.0274) |(0.0224) |(0.0317) |[(0.0119) |[(0.0252) |(0.0391) |(0.0379) |(0.0283) |(0.0275) |(0.0140) |(0.0174)
Quintile 2 0.343"* 0.537** 0.444%% 0.322"* 0.355"* 0.360"*
(0.0202) (0.0375) (0.0192) (0.0224) (0.0278) (0.0137)
Quintile 3 0.481%* 0.815%* 0.613** 0.495%* 0.664*** 0.588***
(0.0225) (0.0413) (0.0204) (0.0249) (0.0311) (0.0146)
Quintile 4 0.590*** 1.077*** 0.854** 0.687** 1.099*** 0.892**
(0.0245) (0.0428) (0.0214) (0.0271) (0.0338) (0.0152)
Quintile 5 0.772%* 1.560*** 1.122%* 0.852+* 1.506*** 1.195***
(0.0298) (0.0489) (0.0229) (0.0330) (0.0407) (0.0166)
Childs (below 3 years) 0.722"* 1.288"** 0.880"* 0.207** -0.193*** 0.254**
(0.0216) (0.0387) (0.0207) (0.0218) (0.0265) (0.0140)
Children between 4 and 14 -0.0290 0.777** 0.801%* -0.0422* 0.105%** 0.387**
(0.0177) (0.0369) (0.0167) (0.0207) (0.0282) (0.0112)
2 -0.547*** -0.926*** 1,519 -0.861*** -0.645"** -1.155"**
(0.0282) (0.0434) (0.0474) (0.0479) (0.0265) (0.0240)
Constant heckman -0.889*** -0.139*** 0.186*** | -4.344** | -1.287** -0.399*** -0.566***
(0.0180) (0.113) (0.0366) [ (0.0967) | (0.0206) (0.102) (0.0337)
Constant 4431 | -3.768* |-4.055* |[-3.732* |-3.670"* |-3545%* |-4.344 |-3.074* |-4.360"* |-3.943** |-3.865"* [-3.134**
(0.0664) | (0.0731) |(0.0805) |(0.0329) [(0.0171) [(0.0161) [(0.0967) |(0.116) |(0.105) (0.0282) |(0.0232) [(0.0121)
Observations 10,475 31,333 | 13,111 15,632 | 54,443 62,99 5,924 32,11 9,122 16,616 | 41,558 | 74,418
R-squared 0.264 0.317 0.323 0.276 0.341 0.415




Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

*regional, age and sectorial controls are included
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