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Abstract

This paper assesses gender differences in the effects of adverse conditions at labor-
market entry in a developing region. Using harmonized microdata from national
household surveys for 15 Latin American countries, we build a synthetic panel of
cohorts that potentially transition from school to work and observe their labor market
outcomes 10 years later. We find that men who faced higher unemployment rates at
ages 18-20 suffer a negative effect on employment at ages 27-30. In contrast, women
from those same unlucky cohorts have higher employment rates and earnings. Our
results are consistent with women acting as secondary workers in downturns. We
also find that women from unlucky cohorts control a larger share of family income
and are more likely to be the head of household 10 years after labor market entry,
and that adverse initial labor market conditions are correlated to more egalitarian
perceptions about gender roles later in life.
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1 Introduction

Evidence from developed countries suggests that bad initial economic conditions have
lasting negative effects on workers’ labor market outcomes (Von Wachter, 2020). In par-
ticular, those who enter the labor market in high unemployment periods—the unlucky
cohorts—suffer lower earnings and wages in the long-term than those who enter when un-
employment rates are lower. Also, interruptions of the initial process of career progression
can have lasting consequences on labor market outcomes (Oreopoulos et al., 2012).

Although pervasive across developed economies, these results may not be fully extrap-
olated to developing countries, where adjustments to negative shocks may be different,
due to widespread labor informality and low female labor force participation, among other
factors. In fact, the evidence from developing countries suggests that in bad times many
women act as secondary workers, entering the labor market when men in their house-
holds lose their jobs—i.e., the added-worker effect. This change in behavior includes
young women in the typical age of the school-work transition: an economic downturn
may act as an additional incentive to enter the labor market in order to help their fam-
ilies. This unexpected entry may have long-lasting positive consequences on the labor
market attachment and earning perspectives of young women through various channels,
including increased human capital, change in perceptions and empowerment. Ultimately,
the negative shock might end up being beneficial to these “lucky women” in “unlucky
cohorts”.

We explore these issues in the context of Latin America, one of the most economically
unstable regions in the developing world, characterized by high macroeconomic volatility
and frequent downturns. Relevant for the issue at hand, Latin America is also character-
ized by high labor informality, high youth unemployment and low female labor force par-
ticipation, especially among the unskilled. In addition, the evidence for the added-worker
effect is particularly abundant in Latin America (Cerrutti, 2000; Parker and Skoufias,
2004; Fernandes and de Felicio, 2005; Skoufias and Parker, 2006; Paz, 2009; Martinoty,
2015). For instance, Skoufias and Parker (2006) show for Mexico that women’s participa-
tion and employment increases when men lose their jobs, and Serrano et al. (2019) find
that in Latin America female labor force participation is negatively related to the cyclical
component of per capita GDP, which is mostly related to short-term shocks.

In this paper we study the effects of adverse initial labor market conditions on worker’s
labor market outcomes ten years after entry, assess differences between men and women,
and explore the potential mechanisms underlying these effects. Based on harmonized
microdata of more than 2 million individuals from national household surveys in 15 Latin
American countries we build a synthetic panel data-set that allows us to follow different
labor-market entry cohorts in each country. We estimate the persistent effects on labor
market outcomes, on the role of women within the household, and on the perceptions
about gender roles in society using a model with fixed effects by country and by year.

Our identification strategy exploits the variability of national unemployment rates at



labor market entry across countries and cohorts. In order to deal with the fact that
individuals may react to labor market conditions by advancing or delaying labor market
entry, raising the concern that the unemployment rate at the time of labor market entry
may not be orthogonal to the unobserved determinants of each outcome, we use the school-
entrance age and school duration to proxy graduation year, as in Arellano-Bover (2020).
In particular, we take the national unemployment rate that a cohort faced between ages
18-20 as our proxy for initial conditions. Accordingly, the composition of our cohorts is
likely exogenous since it depends only in the year of birth. In any case, our results are
robust to other ways of defining the years of presumed labor market entry.

In line with evidence from developed countries, we find that men from unlucky co-
horts—i.e., those who faced higher unemployment rates at ages 18-20—suffer a negative
effect on employment at ages 27-30. In contrast, Latin American women from those un-
lucky cohorts have more chances of being employed and of getting higher earnings ten
years after their potential entry into the labor market. The results hold even after con-
trolling for the fact that both men and women get more education as a response to higher
unemployment. Our results are consistent with women acting as secondary workers in
the negative phase of the business cycle—i.e., the added-worker effect. We also find that
initial labor market conditions are correlated to perceptions about gender roles later in
life, suggesting that empowerment could be a mechanism underlying the persistence of
the positive effects on female labor outcomes.

This paper contributes to the large literature that studies the long-term impacts of
bad conditions at labor market entry (Genda et al., 2010; Kahn, 2010; Oreopoulos et al.,
2012; Taylor, 2013; Brunner and Kuhn, 2014; Liu et al., 2014; Cockx and Ghirelli, 2016;
Péallysaho, 2017; Fernandez-Kranz and Rodriguez-Planas, 2018; Han, 2018; van den
Berge, 2018; Schwandt and von Wachter, 2019; Arellano-Bover, 2020; Cotofan et al., ming;
Rothstein, 2020; Silva et al., 2021). To our knowledge, this is the first paper that focuses
on developing countries and adopts a gender perspective, a combination that allows us to
find a novel result: there are groups (young women) whose labor market outcomes might
benefit in the longer run from worse initial conditions in the labor market.

We also contribute to the literature that studies the consequences of the business
cycle, and economic downturns in particular, in Latin America. Whereas the immediate
effects of economic crises on employment and wages have been extensively studied in the
region, much less is known about their effects in the medium and longer run.

Finally, the current crisis triggered by the COVID-19 pandemic reinforces the need
to understand the mechanisms behind the persistent and asymmetric impacts of initial
labor market conditions. Our results, although based on economic fluctuations generated
by factors of a different nature, may shed some light on this issue and contribute to a
fast-growing literature (Adams-Prassl et al., 2020; Brodeur et al., 2020; Cajner et al.,
2020; Coibion et al., 2020; Koebel et al., 2021).

The rest of the paper is organized as follows. Section 2 describes the data and the

empirical approach, Section 3 presents and discusses the main results, while Section 4



explores the potential role of empowerment on the persistence of the results. Section 5

ends with some concluding remarks.

2 Data and Empirical Strategy

2.1 Data

Our analysis is based on data from cross-section national household surveys for 15 Latin
American countries for the period 2001-2017. The countries included are: Argentina,
Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador,
Honduras, Mexico, Panama, Paraguay, Peru, and Uruguay. Table A.1 in the Online Ap-
pendix lists the surveys used for each country. Since household surveys are not uniform
across Latin American countries, we make all possible efforts to make statistics com-
parable across countries and over time by using similar definitions of variables in each
country/year, and by applying consistent methods of processing the data. Specifically,
surveys were processed following the protocol of the Socioeconomic Database for Latin
America and the Caribbean (SEDLAC), a joint project between CEDLAS at the Uni-
versidad Nacional de La Plata and the World Bank (CEDLAS and The World Bank,
2021). From this data source we obtain social, labor, and demographic variables at the
individual level.

In addition, we use the unemployment rate at the national level to characterize the
labor market conditions prevailing during the years of labor-market entry. We gather
this information by combining two main sources: the World Development Indicators
(The World Bank, 2021) and SEDLAC. This will be our main independent variable of
interest, which we standardize using country-specific means and standard deviations as
in Arellano-Bover (2020).

Finally, we use data from Latinobarometro and the World Value Survey to construct
measures of perceptions regarding gender roles that we use as outcome variables. Lati-
nobarometro has information for the 15 countries under analysis, while the World Value
Survey has information for 11 of them. We use all available surveys within the period
2001-2017 which includes 6 years of data for Latinobarometro and 8 years for the World
Value Survey.

We focus on cohorts born between 1974 and 1987—i.e., a total of 14 cohorts in each
country—built from the repeated cross-section household surveys as in Schwandt and
von Wachter (2019). We use age instead of the actual graduation date to proxy the
year of entry into the labor market, as in Arellano-Bover (2020). We focus on ages 18-
20 to capture the education-work transition years because 18 is the theoretical age for
completing secondary school, which is compulsory in most of the countries of the region.
Indeed, the greatest jump in labor force participation occurs precisely at ages 18-20: it

increases from 30% for people aged 15-17 to almost 60% for the 18-20 year-old group.!

! Although labor participation continues to increase for people over the age of 20, it does so at a



In our data we observe these cohorts in the period 2001-2017, when they are between
27 and 30 years old. Our goal is to assess whether the outcomes at ages 27-30 depend on
the labor market conditions they faced at ages 18-20. Table A.2 in the online Appendix
illustrates the construction of the cohorts. We also perform an analysis in which we
observe the outcomes at ages 25-35 by allowing for an unbalanced synthetic panel. In
both cases—balanced and unbalanced synthetic panels—we observe the outcomes over
the period 2001-2017.

The national unemployment rates in the period 1992-2007 describe the labor market
conditions that our cohorts faced at ages 18-20. This is a period of strong instability in
the region, with significant variability in unemployment rates both across countries and
over time. For instance, the unemployment peaks in Argentina occurred in 1995 and
2002, in Colombia in 1999 and 2000, and in Uruguay in 2002 and 2003.3

Given that the unemployment rate is defined at the country-year level, it is common
econometric practice to work directly at the group level (Von Wachter, 2020).* Thus, our
units of analysis are cells defined by cohort, gender, country, and calendar year, and all
the variables are defined as means within each cell.” In some specifications we further
partition the previous cells by education.

As we will see bellow, we exploit the variability in unemployment rates at age 18-
20 across cohorts and countries to identify the effects of initial labor market conditions
on several outcomes. We study three groups of outcomes: (i) labor market outcomes
(participation rate, employment rate, unemployment rate, hours worked per week, hourly
wages, and monthly labor income), (ii) family outcomes (household headship and share of
the household labor income earned by the woman), and (iii) perceptions regarding gender
roles. Labor and family variables come from the national household surveys described
above while values are obtained from Latinobarometro and the World Value Survey.

In the balanced panel constructed from the household surveys, we observe the 14
cohorts—those born between 1974 and 1987—in the 15 countries over the period 2001-
2017. We build this panel based on data for 806,880 women and 733,259 men. The
national unemployment rate they faced at ages 18-20 was 12% on average. We observe

their outcomes about 10 years later, when they are 28.5 years old on average. At that

lower rate. For instance, the participation rates are 70%, 78%, and 80% for ages 21-23, 24-26, and 27-29
respectively.

2The panel is balanced in the sense that for all the years from 2001 to 2017 we have information from
all the cohorts for most of the countries. But, strictly speaking, it is not a fully balanced panel because
for certain years we do not have information from some countries. For instance, the household surveys
in Chile are applied every three years and those in Mexico every other year. Table A.1 in the online
Appendix lists the years covered by the household surveys in each country. For simplicity, we refer to
this sample as the balanced panel, in contrast to the unbalanced panel in which for some years there is
no information on some cohorts for any of the countries. In the case of value surveys, all the analysis is
run by using an unbalanced panel.

3Figure A.1 in the online Appendix shows the standardized unemployment rates for each country
between 1992 and 2007.

“On the advantages of the cell-level model see Angrist and Pischke (2008).

5In our panel database constructed from the household surveys, the size of each cell ranges between
100 and 6,000 observations. We use survey weights to calculate average values within each of them.



moment, women have slightly more education than men (9.9 years versus 9.5 years),
lower labor force participation (68% versus 94%) and employment rates (61% versus
89%), higher unemployment rate (10% versus 6%), and fewer working hours per week (38
hours versus 45 hours). The average log hourly wage for working women is slightly lower
than that of men (0.76 versus 0.82 in US PPP 2005). The gender gap in log monthly
labor income is larger (5.8 versus 6.09 per month in USD PPP 2005) due to the lower

labor supply of women compared to men in the intensive margin.”

2.2 Methodology

Our goal is to estimate the causal effects of adverse initial conditions a decade after
the presumed entry into the labor market. As previously mentioned, we build cohorts of
potential labor market entrants from repeated cross-section data. This allows us to exploit
the variability in unemployment rates across countries and over the years of potential entry
into the labor market of each cohort as a means of identifying the persistent effects of
bad initial conditions.”

Based on the sample of cohorts aged 27-30 in the period 2001-2017, we estimate the

following model by OLS:

Ygct = 04+6U9108_20+5a+)\c+9t + €get, (1)

where ygc¢ is the outcome variable for cohort (generation) g in country c observed at
calendar year ¢, and Uglf_20 is the unemployment rate that cohort g in country c faced
between ages 18-20. The model also includes age-in-years dummies (d,) that allow for
any age or potential experience effects on outcomes that are common across countries,
country fixed effects ()\.), and calendar year fixed effects (6;). We estimate the baseline
model in equation 1 separately for cohorts of men and women, pooling together the 15
Latin American countries. In our preferred specification we use the balanced panel where
we observe the 14 cohorts in the 15 countries over the period 2001-2017.

The parameter of interest is (3, which captures the deviations of outcome y from
the average for each country, calendar year and the typical age—or potential experi-
ence—profile due to country specific variation in initial unemployment rates, given the
subsequent evolution of labor market conditions in each country.

For the causal interpretation of 5 to be valid we need that the unemployment rate at
the predicted time of labor market entry is orthogonal to the unobserved determinants
of each outcome. A concern would arise if, for instance, we used the actual year of labor
market entry of each cohort, because individuals may react to labor market conditions by
advancing or delaying labor market entry. We avoid this potential problem by using the

school-entrance age and school duration to proxy graduation year, as in Arellano-Bover

STable A.3 in the online Appendix presents the summary statistics.
"See Von Wachter (2020) for an overview of the different methodological strategies recently adopted
in the literature.



(2020). In other words, the composition of our cohorts is likely exogenous since it depends

only in the year of birth.®

3 The Effects of Initial Labor Market Conditions on Labor

Market Outcomes

In this section we present the main results obtained from estimating the baseline model
in equation 1 based on the balanced panel for the following labor market outcomes: (i)
labor force participation (LFP), (ii) employment, (iii) unemployment, (iv) working hours
per week, (v) hourly wages, and (vi) monthly labor income, where outcomes (iv) to (vi)
are conditional on working and (v) and (vi) are in logs. Figure 1 summarizes the results
by showing the coefficients 8 and the corresponding 90% confidence intervals by gender.
Since Ug1§_20 is standardized using country-specific standard deviations, § measures the
average effect on the outcome level at ages 27-30 of a one-standard deviation increase in
the unemployment rate that cohort g in country ¢ faced between ages 18-20.°

For men, our results are aligned with evidence for developed countries, where higher
unemployment rates at entry have negative impacts on long-term male labor outcomes—for
an overview of the results see Von Wachter (2020). Men from cohorts that faced higher
unemployment rates at ages 18-20—i.e., the unlucky cohorts—are less likely to be em-
ployed and more likely to be unemployed at ages 27-30 than men from other cohorts.
Specifically, a one-standard deviation increase in unemployment rates at ages 18-20 leads
to a decrease in employment of 0.32 percentage points and to an increase in unemploy-
ment of 0.20 percentage points between ages 27-30. The effect on men’s working hours is
not statistically different from zero. In contrast, the data reveals a small positive effect
on wages—and hence on labor incomes—possible driven by a composition effect due to
selection: low productivity/effort workers are probably the first to be discouraged or lose
their jobs due to bad initial economic conditions (Hoynes et al., 2012; Silva et al., 2021).

Unlike men, Latin American women appear to benefit from entering the labor market
during bad times. About a decade after their presumed entry into the labor market,
women from unlucky cohorts are more likely to be in the labor force, to be employed,
and to work longer hours. A one-standard deviation increase in unemployment rates
between ages 18-20 leads to a 0.45 and 0.51 percentage-points increase in female labor
force participation and employment, respectively, and to an increase in 0.18 working hours
per week. We also find positive effects on women’s hourly wages and labor income which

are larger than the effects for men. Specifically, our results show an increase of 3.6 and 3.3

8Individuals may also react to labor market conditions by moving to another country. We excluded
migrants from the estimation sample, which is common practice in the literature. For some countries,
like Colombia, we do not have information on migrants. The exodus of Venezuelans to Colombia began
around 2015 but only became massive after 2017 (Pefialoza Pacheco, 2019), which is outside our period
of analysis. In any case, we repeated the analysis excluding Colombia and the results hold.

9The point estimates and standard errors are reported in Table A.4—columns 1 to 6—in the online
Appendix.



Figure 1: Effect of the Standardized National Unemployment Rate at Ages 18-20 on
Labor Market Outcomes

LFP Employed Unemployed
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Notes: The figures show coefficients 8 and the corresponding 90% confidence intervals from estimating
equation (1) for cohorts of women and men, separately. For each gender, the sample is a panel of 14
cohorts in 15 countries observed over the period 2001-2017. These cohorts were born between 1974 and
1987, they possibly entered the labor market between 1992 and 2007 at ages 18-20, and they are between
27 and 30 years old by the time we observe their outcomes. The values of the three first outcome variables

(LFP, employment and unemployment rates) range from 0 to 1.

per cent in hourly wages and monthly labor income, respectively, for each one-standard
deviation increase in unemployment at ages 18-20. Although the gender difference is not
statistically significant, it is worth noticing that while in the case of men we could expect
a positive effect on labor income due to positive selection into employment—as explained
before, for women we expected that the composition effect—driven by an increase in
female employment rates—would negatively affect their average wages. However, our
results suggest that women from unlucky cohorts are able to advance their labor market
careers obtaining higher wages. We speculate this could be connected to a change in
social perceptions about the role of women at home and in society, something we study in
section 4. The result on unemployment also suggests a positive impact of initial conditions
for women—i.e., lower unemployment 10 years after entry—although the coefficient is not
statistically significant.

Such a contrast between the results for men and women does not appear in previous



studies for developed countries. For instance, Schwandt and von Wachter (2019), Roth-
stein (2020) and Rinz (2021), based on data for the US, find a negative impact of entering

the labor market in a recession for both women and men.

3.1 Is Education Driving the Results?

Before exploring the possible mechanisms underlying our results, we want to rule out that
changes in educational attainment are fully driving the long-term labor market effects.
Women that face higher unemployment rates on education-work transition years may de-
cide to extend their formal education, which would improve their long-term labor market
prospects. To assess the effect of initial labor market conditions on educational attain-
ment we estimate equation (1) using years of formal education as the dependent variable.
Consistent with evidence for developed countries (Kahn, 2010; Hampf et al., 2020; Stu-
art, ming), we find that both women and men from unlucky cohorts end up with more
formal education than individuals from other cohorts. A one-standard deviation increase
in unemployment rates at labor market entry leads to an increase in 0.11 and 0.09 years
of education for women and men aged 27-30, respectively, as the first panel in Figure 2
shows.!Y

This raises the question of whether the improvements in education lead to the lasting
labor market improvements for women that we discussed earlier. First, notice that if the
mechanism underlying our results is the increase in years of education of the unlucky
cohorts, we should also observe a positive impact of recessions at labor market entry on
the labor trajectories of men. However, we observe the opposite. Anyway, to evaluate
this possibility, we estimate equation (1) for labor market outcomes as dependent vari-
ables, including the average years of education of each cohort in each country as a control
variable. Figure 2 shows that our previous conclusions hold after controlling for educa-
tion, although estimates are more imprecise.!'’ Beyond the impact of education on labor
market outcomes, bad economic conditions at ages 18-20 favors women’s labor supply

and employment and hurts men’s a decade after labor market entry.

3.2 Robustness

In this section we report some robustness exercises. First, we try with alternative def-
initions of the initial conditions in the labor market. We re-estimate equation (1) but
changing (i) the definition of the unemployment independent variable and (ii) the age at
which the cohorts presumably make the school-work transition. Regarding (i), we use the
national unemployment rate without standardizing, while for (ii), we use the approximate
age of graduation by educational attainment. Therefore, for individuals 27 to 30 years old

with secondary education, we continue taking initial conditions at ages 18-20, whereas

10The corresponding point estimates are reported in the last column of Table A.4 in the online Ap-
pendix.
"Panel B of Table A.4 in the online Appendix reports the point estimates.



Figure 2: Effect of the Standardized National Unemployment Rate at Ages 18-20 on
Labor Market Outcomes after Controlling for Education
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Notes: The figures show coefficients 8 and the corresponding 90% confidence intervals from estimating
a version of equation (1) that controls for education for cohorts of women and men, separately. For each
gender, the sample is a panel of 14 cohorts in 15 countries observed over the period 2001-2017. These
cohorts were born between 1974 and 1987, they possibly entered the labor market between 1992 and 2007
at ages 18-20, and they are between 27 and 30 years old by the time we observe their outcomes. The

values of the LFP, employment and unemployment rates range from 0 to 1.

for those with college education (complete or incomplete) we look at initial conditions at
ages 22-24. After all these changes, our main results hold in most cases both in sign and
in magnitude.'?

In another exercise we check the robustness of our results to the time window in which
we observe the effect. Rather than focusing on outcomes at ages 27-30, we observe labor
market outcomes at ages 25-35 by allowing for an unbalanced panel. Again, the results

are very similar to those of our main specification.'3

2Table A.5 in the online Appendix reports these results in panels A and B.
3 These results are available in Panel C of Table A.5 in the online Appendix.
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3.3 A Possible Mechanism: The Added-Worker Effect

A possible mechanism behind our results may be triggered by the added-worker effect
(AWE), which was originally proposed by Woytinsky (1940) and later developed by Ashen-
felter (1980), Heckman and Macurdy (1980), Lundberg (1985), and Maloney (1987). The
AWE refers to the entry into the labor market of secondary household workers—usually
women—in response to unemployment shocks and the drop in family income during eco-
nomic recessions. Young women who would not enter into the labor market in normal
times are “forced” to do so in difficult times to help their families. But once in the labor
market, they could be more likely to stay, even when the economy recovers and their
contribution to family income is no longer needed.

Several authors have already provided evidence supporting the added-worker effect
in Latin American countries based on data at the individual level (e.g., Martinoty, 2015,
Cerrutti, 2000 and Paz, 2009 for Argentina; Fernandes and de Felicio, 2005 for Brazil; and
Parker and Skoufias, 2004 for Mexico). Recently, Serrano et al. (2019) added evidence
on this regard for the entire region, based on an aggregate panel dataset for 9 population
groups in 18 Latin American countries over the period 1987-2014.

11 we also find evidence consistent

Although our data is not ideal to explore this issue,
with the AWE. To explore how the labor participation of young women and men is

associated with the national unemployment level we estimate the following model:

LFPact:a+5Uct+5a+)\c+0t+€ctv (2)

where LF P, is the labor force participation rate of a year old people (a takes the values
18, 19 and 20) in each country ¢ and each calendar year ¢ between 1992 and 2007 (the
period when the individuals in our cohorts were young), which we obtain from SEDLAC
(CEDLAS and The World Bank 2021); U, is the standardized national unemployment
rate, as described in Section 2.1; §, captures age-in-years dummies, and A. and 6, are
country and calendar year fixed effects, respectively. We estimate model 2 separately for
women and men. Due to data availability over the period under analysis, the sample only
includes Argentina, Bolivia, Brazil, Chile, Costa Rica, Honduras, Mexico, and Uruguay.

Table 1 shows the estimation results. Whereas the labor force participation of young
men significantly falls when national unemployment increases, that of young women stays
basically unchanged. This result suggests that for the group of young women—and not
for men—there is a factor that compensates the typical discouraged worker effect that
reduces labor market participation when unemployment is high. This factor is probably
associated to the AWE. In any case, this piece of evidence is just an addition to a stronger

literature on this effect in Latin America.

MThere were fewer and less frequent household surveys during the ‘90. Therefore we do not have a
complete picture of the labor market outcomes of our cohorts at ages 18, 19, and 20.
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Table 1: Labor Supply Responses of Young Men and Women to the Standardized National
Unemployment Rate in 1992-2007

Youth LFP
Women Men
Unemployment rate at 18-20 (standardized)  0.002 -0.012

(0.004)  (0.004)%**

Observations 303 303
R-squared 0.850 0.872
Country, age and year FE Yes Yes

Notes: The table reports OLS estimates of equation (2) based on a sample consisting of country-year
observations for Argentina, Bolivia, Brazil, Chile, Costa Rica, Honduras, Mexico, and Uruguay over the
period 1992-2007. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

4 The Persistence of the Effects and the Changing Role of

Women

The added-worker mechanism may help explain the short-term effects of conditions at
labor market entry, but it is not enough to account for the lasting effects over a longer
period. The persistence of the effects could be driven by changes in certain behaviors
or perceptions once in the labor market. The effect may last, for instance, because of a
positive shock to the on-the-job skill accumulation process that places women on a better
human-capital accumulation path (Arellano-Bover, 2020). It may also be that, once in
the market, certain perceptions about the value of having a job and being financially
independent change (Sen, 1990; Kessler-Harris, 2003; Kabeer, 2008). Women who would
have never entered the labor market had they not belonged to an unlucky cohort are
exposed to a whole new experience—even if they do not find a job—that may affect their
perceptions and aspirations and, more generally, social attitudes towards working women.

In this section we explore the hypothesis that women’s empowerment increased for
those women in the unlucky cohorts, and that such an increase in empowerment is a
mechanism underlying the persistence of the positive effects on female labor outcomes
found in Section 3. For this, we assess the effects of labor market conditions at ages
18-20 on variables indicative of the role that women play within their household and
perceptions regarding gender roles. Family variables come from the national household
surveys described in Section 2 while values are obtained from Latinobarometro and the
World Value Survey.

Figure 3 shows the results of estimating equation 1 using as dependent variables the
share of household labor income earned by the woman and the share of female headed
households. We find that women who face high levels of unemployment at ages 18-20

end up controlling a larger share of family income and are more likely to be the head

12



of household 10 years after labor market entry. A one-standard deviation increase in
unemployment rates between ages 18-20 leads to a 0.55 percentage-points increase in
the share of family labor income earned by women and 1.1 percentage-points increase
in the probability of being the head of the household. On the contrary, men who face
high unemployment rates at young ages end up controlling a smaller share of household
resources (though the coefficient is not statistically significant) and are less likely to be

the head of household than men from other cohorts.*®

Figure 3: Effect of the Standardized National Unemployment Rate at Ages 18-20 on the
Role of Women Within the Household

% of HH labor Head of HH
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Notes: The figures show coefficients 8 and the corresponding 90% confidence intervals from estimating
equation (1) for cohorts of women and men, separately. For each gender, the sample is a panel of 14
cohorts in 15 countries observed over the period 2001-2017. These cohorts were born between 1974 and
1987, they possibly entered the labor market between 1992 and 2007 at ages 18-20, and they are between
27 and 30 years old by the time we observe their outcomes. The values of the outcome variables range

from 0 to 1.

These results suggest that women from unlucky cohorts achieve greater intra-household
bargaining power than other women about a decade after labor market entry.'® This is
consistent with married women gaining bargaining power vis-a-vis their partners and also
with women being more likely to form single or single-parent households. In fact, the

share of female-headed single-parent households increased from 12% to 16% since the

15Columns 7 and 8 of Table A.4 in the online Appendix report the regression results.

6That women who face high levels of unemployment at ages 18-20 end up controlling a larger share of
family labor income is partly mechanical, since, as we showed in the previous section, these women now
have higher employment rates and earnings. However, considering that an increase in women’s income
relative to that of other household members is usually associated with an increase in the bargaining power
of women within the household (see for instance Bertrand et al. (2015)), our result should be taken as
an indicator of women’s empowerment.

13



early 1990s in Latin America (Marchionni et al., 2019) and, accordingly, we do find that
women—and also men—from unlucky cohorts are less likely to be married than women

from other cohorts.!”

Figure 4: Effect of the Standardized National Unemployment Rate at Ages 18-20 on
Perceptions about Gender Roles

0.100
0.080
0.060
0.040

0.020]
0.000F-—————————--—— +———— R e e Bttt

-0.020+
-0.040
-0.060

Unemployment rate age 18-20 (std)

& Strongly disagree: Problem if women have more income than husband (WVS)
Strongly disagree: When a mother works for pay, the children suffer (WVS)
B Strongly disagree: Being a housewife just as fulfiling as a working for pay (WVS)
A Strongly disagree: Women should work only if the partner does not earn enough (LB)
% Strongly disagree: It is better women at home and men at work (LB)
Strongly disagree: There will be problems if woman earns more money than man (LB)
O Agree: Team of men and women achieves better results than team of men (LB)

Notes: Data from World Value Surveys (WVS) and Latinobarometro (LB). The figures show coefficients
B and the corresponding 90% confidence intervals from estimating equation (1) for men and women
together (controls also include gender), using an unbalanced panel for the pool of countries with available

information. The estimation sample includes individuals aged 27-30 between 2001 and 2017.

Consistent with the hypothesis of women from unlucky cohorts becoming more em-
powered, we find changes in societies’ attitudes towards traditional gender roles. Figure
4 presents the results of estimating model 1 using as dependent variables the percentage
of individuals who strongly disagree with statements implying traditional gender roles or
stereotypes. The percentage of individuals that strongly disagrees with gender stereo-
types increases for the unlucky cohorts compared to the other cohorts. For example, a
one-standard-deviation increase in the unemployment rate at ages 18-20 leads to a 6.1
percentage-points increase in the share of individuals that strongly disagree with the
statement “if a woman earns more money than her husband, it’s almost certain to cause
problems” and a 4.7 percentage-points increase in the share strongly disagreeing with
“when a mother work for pay, the children suffer”. The effects for the other statements

are all positive although not statistically significant.

17See column 9 in Table A.4 in the online Appendix.

14



5 Concluding remarks

In this paper we explore whether adverse conditions at labor-market entry have perma-
nent consequences on labor market outcomes. We explore this issue in the context of
Latin America, a region in the developing world with large heterogeneities in economic
conditions across countries and over time, by building a synthetic panel of cohorts that
exploits a unique harmonized microdata-set from national household surveys of 15 coun-
tries over two decades. We find a novel result in the literature: while men from unlucky
cohorts—i.e., those who faced higher unemployment rates when they were young—suffer
a negative effect on employment later in life, women from those unlucky cohorts have
higher rates of labor force participation, more chances of being employed and of get-
ting higher earnings. Our results are consistent with women acting as secondary workers
in downturns—i.e., the added-worker effect—which is particularly relevant in economies
with high informality rates, such as those of Latin America. We also find suggestive ev-
idence that female empowerment could be an underlying mechanism for the persistence

of positive effects on women’s labor outcomes.
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A Appendix

Table A.1: National household surveys used in the analysis

Name of survey

Surveys used

Argentina Encuesta Permanente de Hogares Puntual 2001-2002
Encuesta Permanente de Hogares Continua 2003-2011
Bolivia Encuesta de Hogares 2001-2002, 2005-2009,
2011-2017
Brazil Pesquisa Nacional por Amostra de Domicilios 2001-2009, 2011-2017
Chile Encuesta de Caracterizacion Socioeconémica Nacional 2003, 2006, 2009, 2011
Colombia Encuesta Continua de Hogares 2001-2005
Gran Encuesta Integrada de Hogares 2008-2017
Costa Rica Encuesta de Hogares de Propositos Miultiples 2001-2009
Encuesta Nacional de Hogares 2010-2017
Dominican Republic  Encuesta Nacional de Fuerza de Trabajo 2001-2016
Encuesta Nacional Continua de Fuerza de Trabajo 2017
Ecuador Encuesta de Empleo, Desempleo y Subempleo 2003-2017
El Salvador Encuesta de Hogares de Propositos Miultiples 2001-2017
Honduras Encuesta Permanente de Hogares de Propésitos Miltiples  2001-2017
Mexico Encuesta Nacional de Ingresos y Gastos de los Hogares 2002, 2004-2006, 2008,
2010, 2012, 2014, 2016
Panama Encuesta de Hogares 2001-2017
Paraguay Encuesta Integrada de Hogares 2001
Encuesta Permanente de Hogares 2002-2017
Peru Encuesta Nacional de Hogares 2001-2017
Uruguay Encuesta Continua de Hogares 2001-2017
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Table A.3: Descriptive Statistics

Age in years

Years of education
Married

Active

Employed
Unemployed

Hours worked

Log of hourly wage

Log of labor income

Own labor income / total hh labor income

Head of household

No. of individuals

Women Men
28.53 28.53
(1.13) (1.13)

9.90 9.49
(4.27) (4.31)
0.60 0.54
(0.49) (0.50)
0.68 0.94
(0.47) (0.23)
0.61 0.89
(0.49) (0.31)
0.10 0.06
(0.30) (0.23)
37.93 45.49
(16.05) (14.18)
0.76 0.82
(0.87) (0.83)
5.80 6.09
(0.97) (0.81)
0.30 0.62
(0.33) (0.34)
0.15 0.49
(0.35) (0.50)
806,880 733,259

Notes: Microdata from household surveys. The sample includes individuals from 14 cohorts
in 15 countries observed over the period 2001-2017. These cohorts were born between 1974
and 1987, they possibly entered the labor market between 1992 and 2007 at ages 18-20, and
they are between 27 and 30 years old by the time we observe their outcomes. The values of
the LFP, employment, unemployment rates, head of household and married range from 0 to
1. Working hours per week, log. hourly wages and log. monthly labor income are conditional

on working.
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Figure A.1: Unemployment Rates at Labor Market Entry by Country.

CHL

BRA

BOL

ARG

9002
7002
I-200C
0002
8661
9661
661
|- C66L

9002
7002
2002
0002
8661
9661
661
|- C66L

9002
I ¥00C
I-200C
I-000Z
8661
9661
661
2661

9002
I ¥00C
2002
0002
8661
9661
661
|- C66L

ECU

DOM

CRI

COL

9002
002
200
r000C
8661
9661
7661
[-C661

T
oa-onqn

9002
F¥00Z
200
0002
8661
9661
7661
[-C661

9002
F¥00C
200
0002
8661
966}
661
|- C661

9002
r¥00C
200
0002
8661
966}
661
[-C661

PER

PAN

MEX

HND

9002
7002
2002
0002
8661
9661
7661
I C661

9002
- ¥002
I-¢00c
0002
8661
9661
7661
I C66L

9002
I ¥00C
I-200c
0002
8661
9661
V661
2661

9002
I ¥00C
2002
0002
8661
9661
V661
2661

URY

SLV

PRY

(p1s) @kl JuswAojdwaun [euoneN

I-900¢
- ¥00C
I-2002
0002
8661
966}
661
2661

9002
#7002
2002
0002
8661
966}
661
2661

9002
#7002
I-2002
0002
8661
966}
661
2661

Notes: Figures show the evolution of the unemployment rates standardized within
country based on data from The World Development Indicators and SEDLAC.
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