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Housing	Costs	and	Family	Formation:	Empirical	Evidence1	

Abstract 

What institutional configurations influence fertility patterns across countries?  While family 
policies feature prominently in previous explanations, this article highlights the importance of 
housing in shaping family formation decisions.  Housing costs, determined by state and market 
factors, directly compete with spending on children, prompting tradeoffs between the two.  
Housing further influences fertility by shaping transition decisions into parenthood, which in turn 
alter fertility behavior.  This article provides the logic and empirical evidence linking housing to 
fertility both directly and indirectly.  Direct links are examined through a Poisson regression 
model.  Indirect links are tested through sets of bivariate statistics.  Austria, Germany, France, 
and Italy serve as the primary test cases, with reference to other rich OECD countries.  The 
findings suggest that the literature suffers from omitted variable bias: to understand fertility 
patterns we must broaden our coverage of institutional variables to include housing. 
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Introduction 

The global housing crisis has received sustained attention in both the popular and scholarly 

communities over the last several years, and for good reason.  Lending practices surrounding housing 

prompted many people to buy, and to buy too much.  Huge portions of personal equity were devoured by 

the crisis, triggering a broader financial collapse.  But a more subtle crisis, highlighted by the bursting of 

the housing bubble, is brewing.  The spheres of modern society: state, family, and market are now so 

deeply connected that problems in one sphere reverberate across the others.  Social scientists have spent a 

good deal of time and energy identifying links between the spheres, and today we know much about the 

relationship between the state, the family, and the market through a number of rich literatures (e.g. on 

welfare state regimes à la Esping-Andersen, or the Varieties of Capitalism literature via Hall and 

Soskice).1  This paper contributes to the literature by exploring a relationship linking all three spheres: the 

way in which housing influences fertility.  We know little about the paths which connect housing 

configurations, determined partly by the market and partly by the state, to household behavior. 

Family size is important to both families and governments.  In that vein, there can be two types of 

“ideal” fertility – the fertility rate that is ideal for governments hoping to balance governmental budget 

sheets while trying to meet the basic needs and desires of the citizenry, and the number of children that is 

ideal for families looking to balance personal budget sheets while trying to achieve their desired family 

size.  Today, there is a mismatch between actual and “ideal” fertility at both levels.2  The former is a 

policy concern, and both are a concern of democratic obligations and social equality.   

When fertility rates are sub-replacement – below a rate of 2.1 – future generations are smaller 

than current generations.  This scenario prompts a number of sustainability concerns for governments 

with mature welfare states.  Under a pay-as-you go pension system, current and future workers will be 

faced with a heavier burden to fund pension obligations.  In the short term, this can be offset with 

increases in the retirement age, cuts to pension benefits, or an inflow of young immigrant workers.3  

Rarely, however, are these options politically popular or viable.  From a longer perspective, sub-
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replacement fertility (especially “lowest-low” fertility) is even more concerning.4  One scholar has 

recently calculated that in 100 years, the population of Italy will be just 14% of what it was in 1995 if 

fertility levels remain constant.  Other countries are not much better.  Spain will be at 15% of its 1995 

population, Germany 17%, and Greece 26%.  Even the population of France, which has higher fertility 

rates than most European countries, will be reduced by half.5  Maintaining above-replacement fertility is a 

long-term strategy to the sustainability of the welfare state, but also to economies and societies more 

generally.   

Sub-replacement fertility also prompts the question of whether governments are meeting the 

needs and desires of their citizens when it comes to parenthood.  Citizens living in countries with a 

preference for larger families have higher fertility rates.  But, families do not reach desired fertility in any 

country, with actual fertility rates an average of 36 percent below desired fertility.6  This gap between 

desired and observed fertility has widened over the last two decades.7  Figure 1 plots actual fertility in 

each country against how closely actual fertility is to desired fertility, as measured by the percent 

difference between total and ideal fertility rates.    

 

Figure 1. Ideal and Observed Fertility 
Source: OECD Indicator SF2.2; d’Addio and d’Ercole 2005. Data centered around 2000. 
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Low fertility does not merely occur because families want fewer children.  Across the board, in 

countries with higher fertility, families are closer to achieving their ideal fertility and in countries with 

low fertility, families are further from ideal levels.  Take Italy and the United States. The fertility rate in 

Italy is 1.2, but families on average prefer a fertility of 2.3.  Italians barely make it half way to their 

fertility goals.  In the United States, the fertility rate is 2.1, but families prefer a fertility rate of 2.7.  

Americans make it three quarters of the way to their fertility goals, but still fall short.   

Desired fertility is never a perfect measure: family size preferences vary over time and age, 

unintended pregnancies are quite common (even with widespread contraceptive use) , and families 

rationalize fertility preferences based on actual family size.8  But it is clear that preferences and outcomes 

are out of sync.  Citizens are unable to achieve one of the most fundamental pleasures of adulthood – 

raising a family of the desired size.  If governments have a responsibility to meet citizens’ needs, then 

sub-ideal fertility is more than just a concern about welfare state sustainability.  It is a concern about 

democratic obligations.  Moreover, if the rate at which families achieve their fertility preferences varies 

by social or economic characteristics, there are broader concerns of equality of citizenship.9 

The vast majority of research looks at fertility as a question of work-family balance.  This may 

take the form of feminist theory, where women are on “birthstrikes” because there is a mismatch between 

motherhood and employment, or a more purely institutional form, where the role of work-family 

reconciliation policy is assumed to be the most important policy determinant of family size.10 If the focus 

shifts to the level of families or individuals, factors like education, employment, marriage, contraceptive 

use, and family size preferences are highlighted.11   

Scholars are right to consider the role of individual, policy, and institutional configurations, but 

the coverage must be broadened.  To date, no one has considered the role of housing in household 

decisions regarding family size.  Work-family scholars have shown us that the government is already in 

the business of influencing fertility, intentionally or not.  Housing, as a key consideration to young adults 

making family formation decisions, is surely part of this story.  Previous studies have argued that housing 

is more deeply connected to the welfare state and political behavior than the discipline has realized.12  
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Housing and children are arguably two of the most important – and expensive – components of adult life.  

The two are likely related in a number of ways.  This paper examines whether housing costs have an 

effect on family formation decisions, and the paths through which the relationship holds.   

In the first section of this paper, I offer a theoretical framework to understand the link between 

housing and fertility, and review the literature from which I draw this framework.  The second and third 

sections outline the data and methods used to assess this framework, and provide some initial empirical 

analysis.  The final section reaffirms the necessity to study the link between housing and fertility. 

Literature Review 

I argue that living arrangements, and thus housing, are at the base of fertility patterns.  There are 

two time periods during which fertility patterns develop.  In the first time period, the formative period, 

young adults make decisions about family formation.  Circumstances like affordable housing can 

jumpstart family formation.  The second time period begins after family formation, and continues through 

the life course of the family.  During this second period, fertility is affected by the likelihood that women 

will have additional children.  Monetary considerations, which include housing costs in both the absolute 

terms (can families afford to have a child after acquiring housing) and marginal terms (can families afford 

the space required for an additional child), will factor into fertility outcomes.  At any point during family 

formation and its continuation through the life course, there are a number of decision points.  When, at a 

decision point, a family makes a tradeoff – postpones fertility to purchase a house or chooses not to have 

an additional child because they cannot afford an additional bedroom – aggregate fertility rates drop.13  

There are a number of housing configurations linked to these two periods, but this paper focuses 

specifically on the constellation revolving around housing costs.  Figure 2 provides the graphical 

representation of the relationship between housing and fertility. 
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Figure 2. Housing Costs and Family Formation 

There are two sets of paths between housing costs and fertility outcomes: direct and indirect.  

Directly, housing and children serve as competing goods.  Indirectly, housing costs influence the 

transition decisions of young adults, which in turn influence fertility.  The remainder of this section 

proceeds by examining the primary components of the housing-fertility relationship.  First, the 

institutional configurations that shape housing costs are considered.  Next, the two types of paths linking 

housing to fertility, directly and indirectly, are described in turn. 

Country-specific Housing Configurations 

There are two broad categories of factors that affect the price of housing for families – supply 

side (interest rates, zoning/land use regulations, supply of housing stock, generosity of tax deductions, 

and sellers’ incentives) and demand side factors (mortgage finance regulations, transaction costs, tax 

deductions, and rent controls).  It is difficult to separate out state, market, and idiosyncratic effects, but 

governments have roles as regulators, insurers, and guarantors in the housing market, which in turn affect 

housing costs in both the mortgage and rental markets. 
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The configurations of the housing market can induce those looking for a home to either buy or 

rent.  The structure of the mortgage finance market is an important factor in families' behaviors, and is a 

product of a number of governmental and market actions.  Governments can provide a number of avenues 

that lead to more enticing mortgages in the market sector.  For instance, the Netherlands, the United 

Kingdom, and the United States provide flexible and interest only mortgage repayment structures, while 

these options are limited or unavailable in Italy, Portugal, and Spain.14  Some countries provide greater 

assistance to first-time home buyers, including lower down payment requirements, and have longer 

mortgage terms, effectively lowering families' monthly payments.  And some countries allow for the 

withdrawal of home equity, which can increase a household's financial resources at key times.   

 Muellbauer and Murphy (2008) show how house prices are driven by several fundamental 

variables, many of which depend on government policy, such as mortgage rates and taxes on buying a 

home, and taxes on developers.  For instance, take the case of two countries, both with similarly high 

house prices, but one with a liberal credit market and one with a illiberal credit market. High house prices 

in an illiberal credit market will lead to a reduction in consumer spending (and thus potentially a 

reduction in the share of spending for children), as compared to similar house prices in a liberal credit 

market.  This is because in an illiberal credit market, those purchasing a home will have to save more for 

a down payment; those purchasing a home in a country with a liberal credit market do not.   

Transaction costs also affect the total cost of acquiring a home.  VAT, stamp duties, registration 

taxes, and other taxes such as inheritance taxes vary widely by country, and can range anywhere from two 

percent of the total cost of a house to almost twenty.15  Not only can this lower the amount of housing that 

families can afford to purchase, but it can lower housing mobility and lower housing supply, as potential 

sellers remain in their current home.  On the other end of the spectrum, tax deductions on mortgage 

interest can lower total housing costs, encourage housing purchases, and increase housing consumption.  

Mortgage terms, transaction costs, and tax deductions affect the cost of housing.  These factors can help 

put home ownership within reach of young families, or price it out of their reach.16 
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The rental market in a country is also important in the overall costs of housing, especially in 

countries where home ownership is not a realistic option for young families.  The rental market, in its 

private, social, and co-operative forms varies substantially across countries and across time.  Costs in the 

private rental market are partly determined by supply and demand, but the private rental sector is also 

regulated by the government.  Rent increases are often regulated, even if the liberalization of the rental 

market has led to the dismantling of many rent control regulations (e.g. the Netherlands).  Theoretically, 

rent controls are meant to benefit tenants.  Common forms of rent controls limit the amount that landlords 

can increase rents and make evictions difficult (these are called tenancy rent controls); other forms 

actually determine a maximum rental amount that landlords can exact from their tenants (called maximum 

rent systems).  While rent controls may lower the cost of housing in theory, they may actually raise rents 

in practice , or lower the supply of the rental units, as fewer landlords enter the rental market.  The private 

rental sector can also be tied to the social rental sector, as in Sweden, where bargaining between tenants 

and landlords in the social sector influences private rents.  Governments have roles in rent setting, rent 

adjustment, and rent protection within the private market.17  All of these institutional factors influence 

cost. 

There are a number of supply side variables that influence the demand and supply of affordable 

housing.  Interest rates do not merely alter the cost of mortgages, they also alter costs for housing 

developers, and thus individuals in the rental and mortgage markets.  Similarly, tax deductions can 

encourage buyers by lowering the cost of housing, and landlords by increasing earning potential on rental 

investments.  All of the factors that encourage buyers should be expected to increase supply, as housing 

turnover will be greater if sellers are willing to sell (and hence become buyers again).   

Zoning and land use regulations can shape the supply of to-buy and to-let housing in a number of 

ways.  Land use planning can help create the optimal housing density in and around cities, contributing to 

optimal labor market dynamics.  Yet strict regulations can increase construction costs, increasing the price 

of housing, or lowering the supply of housing if the regulations are prohibitively expensive.  Housing 

regulations can also affect the quality of housing, contributing to whether housing is suitable for family 
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formation.  For instance, in some countries such as Italy, where little to no building regulation existed for 

much of the country's recent history, older housing stock is of a lower quality, and often undesirable to 

families . 

Research in spatial economics has shown that the size and location of cities impacts employment 

and wages .  If housing is in the wrong place, or a suboptimal density, employment and wages suffer.  The 

location and density of housing, while determined by a number of things, largely hinges on a 

government's land-use planning system.  In Southern European countries, with the exception of Spain, 

there is very little land-use planning or zoning regulations, and today there is a mismatch between the 

location of available housing and job availability .  This too contributes to fertility, as it influences the 

spending power of families. 

The scarcity of housing will contribute to high costs, and the oversupply of housing to lower costs 

(for both buyers and sellers).  An imbalanced housing market, whether it is under-supplied or over-

supplied can be bad for the market, however since young families will be disproportionately buyers, it is 

the under-supply of housing that is most concerning.   

Path 1: A Direct Tradeoff between Housing and Fertility 

At least since the writings of Keynes, scholars have debated theories of consumption.  All agree 

that income is an important factor in consumption decisions.18  Consumption goods typically serve as 

competing goods – individuals only have a certain amount of resources (in this case money) to spend on 

consumption, and must choosing between various competing goods.  It is common to consider both 

housing and children as forms of consumption.19  As noted in the previous section, housing prices and 

mortgage regulations can lead to decreases in consumer spending, which may lead not only to spending 

less on children, but having fewer children.   

As one of the biggest items on a family’s budget sheet, housing costs directly affect how much 

disposable income individuals have for other consumption purposes.  Children, like housing, are 

expensive—increasingly so over the last several decades.  Additionally, children increase the amount of 
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housing that individuals purchase.20  It is estimated that in the United States, housing accounts for the 

largest share of child-rearing expenses, hovering around 30%.21  Expensive housing not only means a 

greater share of income will be spent on shelter, but also that a greater share of income will be spent on 

children.  Housing prices can also affect fertility timing, and availability of living space can depress 

fertility.22  Housing and children should not only be considered competing consumption goods, but 

competing goods that are costly, heightening tradeoffs between the two.   

Path 2: An Indirect Tradeoff between Housing and Fertility 

Housing may be linked to fertility through an intermediate stage, where housing costs influence 

the transition decisions of young adults, which in turn affect their fertility decisions.  There are three types 

of decisions, where young adults must decide whether, when, and how often to engage in key decisions.  

Participation decisions include whether to find housing independent from parents, whether to 

cohabit/marry, and whether to have children.  Timing decisions include when to leave the parental nest, 

when to cohabit/marry, and when to have children.  Intensity decisions include how much housing to 

purchase and how many children to have.  Housing costs may have a direct or indirect influence on each 

transition decision, or no influence at all.  Similarly, some transition decisions may directly influence 

fertility or influence decisions which in turn influence fertility.  These possibilities are represented by the 

bottom set of arrows in Figure 2. 

In 2001, when young Europeans (ages 15-24) responded to a Eurobarometer question on reasons 

why young people today tend to live longer in their parent's home, 67% responded that it is because they 

can't afford to move out, and 25% responded that there was not enough suitable housing, indicating that 

housing costs and availability are important to young adults when making transition decisions.  Across 

respondents in fourteen countries, the most cited were:23 

- Young people can’t afford to move out (most cited first reason) 
- There’s not enough suitable housing available for young people (most cited second reason) 
- They want all the home comforts without all the responsibilities (most cited third reason) 
- Young people want to save up so they can make a good start later 
- Young people get married or move in with their partner later than they used to 
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Individuals often delay marriage until they have moved from the parents’ house. Eurobarometer 

surveys indicate that individuals consider suitable housing a pre-requisite for family life.24  The authors 

list five preconditions that they believe to be important for the transition into parenthood, one of which is 

having one's own home.25  Hobcraft (2002) also emphasizes the importance of the structure of housing 

markets and the ease with which individuals have access to housing in explaining fertility patterns across 

countries.26  Dalla Zuanna (2001) finds that living with parents or extended family discourages both union 

formation and fertility.27   

Scholars have found that housing costs influence leaving the parental nest.  Simon and Tamura 

(2009) show that the price of living space in the United States, as measured by rent per room, is 

negatively related to both the time of marriage and the age at first birth. They also show that high rent 

prices directly affect fertility. Specifically, their model estimates a .16 reduction in fertility for every one 

percent increase in rent.28  Ermisch (1999) finds that higher house prices reduce the rate of departure from 

the parents' home, as well as increase the rate of return from individuals who previously left home. He 

also finds that higher incomes increase the departure rate from the parents' home, indicating that house-

leaving decisions have a strong monetary component.29   

Even before costs are considered, housing stock must be available for young adults to either buy 

or rent. If housing stock levels are low, the age at which young adults leave the parental nest increases.30  

Moreover, the available housing stock must meet certain space and location criteria. There are some 

housing configurations that are simply more conducive to raising a family. Single-family homes, for 

instance, afford families more space to grow and more privacy than do multi-unit apartments. The 

location of available housing is also important – young couples need their housing to be close to available 

jobs and easily accessible to childcare arrangements and educational services.  In other words, at least two 

legs of the childcare-job-home triangle need to be close to each other.31  Since women now comprise a 

sizeable portion of the workforce, the location of affordable housing is more important than ever. 

A number of scholars have found a negative association between the age at first birth and 

completed fertility.32  For instance, it is estimated that up to 40% of the fertility decrease in Spain is 
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explained by the increased age at which women are having their first child.33  Kohler et al. find that each 

year a woman delays the onset of motherhood will reduce her completed fertility between 2.9 and 5.1 

percent.  In most countries, there is a strong correlation between marriage and children.34  By delaying 

emancipation from the parents' home, individuals may be subsequently delaying marriage and childbirth.   

Data and Methods 

There is a growing body literature indicating a link between housing to fertility.  To explore 

whether a direct link exists between housing costs and fertility, Poisson regressions model are developed 

using data from four countries: Austria, France, Germany, and Italy.  The models suggest that housing is 

important in each country.  In France and Italy, housing costs are important, and in Germany and Austria, 

it is housing tenure (owning versus renting) that is important.  Indirect links are explored through a set of 

bivariate relationships.  Data is provided for 16 OECD countries often used in welfare state research: 

Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, the 

Netherlands, Spain, Sweden, Switzerland, the UK, and the United States.35  The indirect relationship is 

verified, though more strongly in some countries than others. 

Data in the regression model come from four different survey instruments, and have been 

harmonized into the Luxembourg Income Study Database maintained by the LIS Cross-National Data 

Center.36  The European Union Statistics on Income and Living Conditions (EU-SILC) instrument is used 

for Austria, the German Socio-Economic Panel for Germany, the Household Budget Survey for France, 

and the Survey of Household Income and Wealth for Italy.  The reference period for each survey is the 

2004 calendar year, except for France where the reference period is at time of interview, which spans 

from March 2005 to February 2006.  Austria, France, Germany, and Italy were chosen for data quality 

reasons.  In each country, housing cost data are relatively complete, providing information on both the 

owner and rental markets.  Furthermore, the data is largely comparable across the four countries, as noted 

below.  While these countries do not represent the spectrum of welfare state regimes, there is still 
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variation across key variables.37  Data from before the housing crisis was chosen to avoid adding 

confounding factors into the analysis. 

For the quantitative models, the dependent variable is the number of children living in the 

household.38  Included in the sample are women aged 19-45 who live in noncomplex households – 

households with one or two adults (head and possibly spouse) but not more.  This helps to ensure that any 

children in the household belong to the parent(s).39   Data on the primary variable of interest, housing 

costs, are available for both owners and renters, and are measured as the percent of household income 

spent on housing.  In the chosen countries, the data include actual rent paid for tenants and imputed rent 

for owners.  Imputed rent may have been collected directly from the respondent or imputed by the data 

provider.40  Spending on utilities is included in the housing cost calculation for every country but Italy.  

Primary residencies are always included in the calculation; however in France second residences are 

included as well.  Other household level-variables include a dichotomous variable for housing tenure 

type, total household income net taxes and transfers, and an interaction between income and housing 

costs.41  Individual-level variables include employment status, education, marital status (which includes 

both legal and consensual unions), age, and age squared.  Table 1 lists descriptive statistics for each 

country. 

Table 1. Variable Averages 
 Austria France Germany Italy 

Number of Children 1.46 1.45 1.24 1.40 
Housing costs (Percent of income spent on housing) 29.60 30.74 22.6 27.25 
Household income (net taxes and transfers, in ten thousands) 3.69 3.39 3.68 2.73 
Ownership status (owned=1) .57 .54 .42 .67 
Employment Status (employed=1) .68 .74 .69 .61 
Marital status (married=1) .72 .57 .61 .85 
Education (low=1/ medium=2/high=3) 2.01 2.20 2.14 1.68 
Age 35.5 34.33 35.5 37.5 
Source: Luxembourg Income Study (LIS) Database  

Each portion of the indirect relationship is examined: between housing costs and transition 

decisions, between transition decisions themselves, and between transition decisions and fertility.  While 

not every possible path is considered, these stages correspond to the bottom set of arrows in Figure 2.  As 

with the quantitative model, measures are derived from LIS data, and provided for every country with 

available data.  Housing costs are measured in two ways.  To capture individual housing costs, the 
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absolute amount of income spent on housing at the household level is used.  To capture the affordability 

of the housing market generally, average spending on housing is calculated at the regional level.   

The cross-sectional nature of the data makes it difficult to measure the age at which transition 

decisions are made.  To proxy these measures, the probability of various transition scenarios are 

examined.  For instance, the probability an adult child (over 18) is living with their parents is used to 

proxy when young adults acquire housing.  Partnership status is used rather than marital status (as used in 

the Poisson regressions).  Partnership status has a broader definition, including those who live together, 

but who might not be joined in a legal or consensual union.  Fertility outcomes are measured as the 

average number of children women have by age. 

Results 

This section empirically examines the direct and indirect links between housing and fertility.  As 

two of the most expensive forms of consumption, housing and children should serve as competing goods.  

Housing may also indirectly influence fertility through transition decisions.  Evidence is provided to 

support the existence of both sets of links.   

To begin with the direct link,   
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Table 2 provides the results of country-level Poisson regressions.  The dependent variable, 

fertility, is measured as the number of children living in a household.  Both individual and family-level 

determinants are included in the model. 
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Table 2. Determinants of Fertility 
 France Italy Austria Germany 

Intercept -6.473*** -3.818*** -5.781*** -7.601*** 
     

Housing costs -0.010*** -0.004*** -0.004* 0.002 
 (-0.012) (-0.006) (-0.005) (0.002) 

Household income -0.002 0.003 0.004 0.019** 
 (-0.003) (0.004) (0.005) (0.020) 

Housing costs*income 0.004*** 0.000 0.002*** 0.000 
 (0.004) (0.000) (0.002) (0.000) 

Ownership status 0.053 0.057 0.170*** 0.171*** 
 (0.064) (0.072) (0.221) (0.179) 

Employment Status -0.311*** -0.312*** -0.364*** -0.410*** 
 (-0.410) (-0.416) (-0.515) (-0.458) 

Marital status 0.458*** 0.753*** 0.469*** 0.531*** 
 (0.546) (0.762) (0.563) (0.522) 

Education -0.239*** -0.153*** -0.097*** -0.163*** 
 (-0.292) (-0.196) (-0.128) (-0.168) 

Age 0.393*** 0.184*** 0.328*** 0.399*** 
 (0.479) (0.236) (0.431) (0.410) 

Age2 -0.005*** -0.002*** -0.004*** -0.005*** 
 (-0.006) (-0.003) (-0.006) (-0.005) 
     

N 3560 1767 1654 3724 
*p<.1; ** p<.05; *** p<.01; Marginal effects (calculated at mean values) in parentheses (discrete change for marital,  
employment, and ownership status).  
Source: LIS Database 

The model verifies what has been found in the work-family literature.  In all four countries, 

working women have fewer children.  Holding all other variables at their mean values, employment is 

predicted to increase the probability of being childless by 10-14 percentage points, depending on the 

country.  For instance, employed women in Germany have a 40% probability of being childless, where 

those not employed have a 26% probability.  The model also verifies the findings of many sociologists – 

marriage is associated with more children, and increased education with fewer.  As expected, fertility 

increases with age to a point, and then begins to decline.  The decline is an artifact of how fertility is 

measured in the LIS database.42  Demographers have found mixed evidence on whether income increases 

or decreases fertility.  In the models, income relate positively to fertility only in Germany. 

While employment and socio-economic variables are common in models of work-family balance 

and fertility, housing variables are almost always neglected.  The model here indicates that previous 

research suffers from omitted variable bias.  Two aspects of housing configurations are depicted in the 

model.  Each is significant for a different set of countries.  Housing costs are important in France, Italy, 

and Austria.  Housing tenure is important in Austria and Germany.   
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In France, Italy, and Austria (marginally in the case of Austria), those families who spend higher 

portions of their income on housing have fewer children.43  In Italy, the effect of housing costs on fertility 

is constant across income levels.  In France and Austria, the interaction between housing costs and 

income is significant.  This indicates that housing costs have less of an effect on fertility in households 

with higher incomes.  This could be because the absolute amount of income available to raise children is 

higher, and thus the share of income spent on housing matters less.  To better interpret the effects of 

housing on fertility, predicted probabilities can be calculated.  Figure 3 shows how the probability of 

having children varies in Italy as spending on housing changes. 

 

Figure 3. Predicted Probability of Children Based on Housing Costs: Italy 
Source: LIS Database 

The x-axis indicates the percent of income spent on housing, the y-axis the predicted probability 

that a woman has zero, one, or two children.  The graph indicates that housing costs and number children 

co-vary.  High housing costs increase the probability that a household will be childless.  Housing costs do 

not seem to influence households with one child.  However higher housing costs correspond to a lower 

probability of having two children.  The predicted probabilities are similar for Austria and France, but not 

Germany (where the relationship is the opposite).   
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In Austria and Germany, housing tenure is the important variable; owners have more children 

than renters.  Table 3 lists the predicted probabilities of each scenario by number of children.  The 

probabilities are based on an employed, married woman with a medium education level.  All continuous 

level variables are held at their mean. 

Table 3. Predicted Probability of Children Based on Ownership Status 
  0 1 2 3 
Austria Rent .30 .36 .22 .09 

Own .24 .34 .25 .12 
Germany Rent .35 .37 .19 .07 

Own .28 .36 .23 .09 
Source: LIS Database 
 

Owners are less likely to be childless or have a single child, and more likely to have two or three 

children.44  In fact, in every scenario above having one child (up to a maximum family size of nine 

children in each country) owners have a higher probability of having more children.  So while at any 

particular family size, the difference between owners and renters may seem small, as a whole, the effect is 

larger. 

In three of four countries, the empirical model points to the existence of a direct link between 

housing costs and fertility decisions.  The explanation is logical – housing costs and children serve as 

competing goods.  When housing is expensive, families may postpone children (potentially leading to 

fewer births) or purposely lower fertility decisions to a suboptimal level.45  In two of four countries, 

owning a home is associated with larger families.  Owning may coincide with increased space, more 

stable living arrangements, and other factors conducive to larger families.   

I now turn to a discussion of whether housing costs influence fertility indirectly through transition 

decisions of young adults.  I advance the claim that there is an order through which young adults 

transition from the original nuclear family to one of their own: cohabitation typically occurs before 

children, and exit from the parental home before cohabitation.  Delays in these transitions lower 

completed fertility.  Housing costs influence timing decisions, and thus fertility.  Several measures, 

identified in Table 4, are used to show that leaving the parental home, partnership, and parenthood often 

happen in a particular order.   
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Table 4. Leaving Home, Partnership, and Parenthood 
Probability a parent: Probability a parent:  

Average age 
acquire 
housing 

Average 
age 
partnered Correlation 

In 
parental 
nest 

Not in 
parental 
nest 

Not 
partnered Partnered 

Correlation: 
age parent and 
fertility 

Austria 23.2 26.2 0.39 no relationship 23.0% 81.1% -0.26 

Belgium 24.8 24.0 0.61 -- -- 9.7% 66.4% -0.18 

Canada 22.2 24.9 0.43 -- -- 26.5% 64.7% -0.24 

Denmark 20.8 25.9 0.28 -- -- 16.7% 66.0% -0.24 

Finland 20.8 23.8 0.38 8.3% 56.4% 12.4% 61.7% -0.28 

France 23.8 24.3 0.56 
4

0.6% 
62.7% 25.4% 70.3% -0.29 

Germany 22.2 26.5 0.43 -- -- 16.7% 52.9% -0.18 

Greece 28.8 30.1 0.76 32.4% 64.6% 4.2% 74.7% -0.21 

Ireland 25.7 30.4 0.65 21.7% 63.3% no relationship -0.35 

Italy 30.8 32.3 0.74 13.0% 55.1% 5.2% 68.3% -0.35 

Luxembourg 25.4 25.2 0.63 87.1% 59.0% 17.5% 68.7% -0.25 

Netherlands 22.8 24.6 0.43 -- -- 13.6% 61.4% -0.23 

Norway 19.1 -- -- -- -- 15.4% 71.9% -0.26 

Spain 28.8 29.2 0.82 no relationship 15.8% 62.8% -0.29 

Sweden 20.8 25.2 0.29 -- -- 8.6% 67.0% -0.30 

Switzerland 23.7 25.3 0.50 -- -- 7.6% 58.7% -0.24 

UK 22.6 25.3 0.48 no relationship 44.7% 58.7% -0.23 

US 21.6 25.2 0.40 35.9% 69.8% 31.8% 78.4% -0.26 

Notes: All correlations are significant at p<.01.  Probabilities are calculated from two logistic regressions, with those aged 25 to 
30 included in the sample. Parenthood is the dependent variable in both cases, and living arrangements the independent variable 
(columns 3-4: living with parents / columns 5-6: living with partner).  If probabilities are listed, the independent variable is 
statistically significant at p<.01, with the exceptions of France, Ireland, and Luxembourg, where p<.05 for columns 3-4. 
Source: LIS Database 

The first set of columns in the table compare acquiring independent housing to rates of 

partnership.  At the micro-level, there is a correlation across countries between the age at which 50% of 

an age group acquires independent housing and the age at which 50% of that age group is partnered 

(columns one and two – the correlation is .80, and significant at p< .01).46  At the micro level (column 

three), there is a positive correlation between whether one has acquired independent housing and whether 

one is partnered.  Individuals who have left the parental nest are more likely to be partnered in every 

country examined.  Very few adult children who live with their parents are partnered.47  Southern 

European countries have the strongest (substantive) correlation between partnership and leaving the 

parental home.  Figure 4 contrasts leaving home patterns for two countries, the Netherlands and Italy.   
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Figure 4. Probability of Adult Children Living with Parents, aged 19-45 
Notes: Probabilities calculated from a logistic regression model.  Shaded area represents 95% confidence interval. 
Source: LIS Database 

In the Netherlands, the likelihood that an adult child is living with their parents decrease 

substantially as soon as children reach adulthood.  In Italy, at any given age, the probability is higher that 

adult children will live with the parents.  Since there is evidence at both the micro and macro levels that 

acquiring housing independent from parents predates partnership, the rates at which young adults leave 

home is important, with patterns like that of the Netherlands more desirable than patterns like that of 

Italy. 

Acquiring independent housing is also associated with parenthood.  The second set of columns in 

Table 4 indicates the probability that an adult aged 30 is a parent, based on whether they live with their 

own parents.  For six of the ten countries where data is available, those who have acquired independent 

housing are more likely to be a parent than those who have not left the parental home (Finland, France, 

Greece, Ireland, Italy, and the United States).  On average, there is nearly a forty point difference between 

parenthood status of those still in the parental home versus those who have acquired independent housing.  

However, there is substantial variation across countries.  For instance, there is no relationship between 

leaving home and partnership in Austria, Spain, and the United Kingdom. In Luxembourg, the 

relationship is the opposite – those living with their parents are more likely to be parents themselves.   
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Partnership is related to parenthood, as the third set of columns in Table 4 demonstrates.  Those 

who are partnered have a higher probability to be parents at age 30 than those who are not partnered.  

There is nearly a 50 point difference between the two on average.  In Greece and Italy, the distance is the 

largest, the United Kingdom the smallest.  The last set of columns in Table 4 indicates that there is a 

relationship between the age at which one becomes a parent and completed fertility.  In every country, 

those who enter parenthood younger have more children.48   

The main takeaway point is this: there is evidence, verified across countries, that postponing key 

decisions: acquiring housing and partner, delays and sometimes decreases fertility.  People typically 

cohabit before they have children.  People typically leave the parental home before they cohabit.  Do 

housing costs influence key decisions signifying the transition to adulthood?  Those countries used in the 

previous Poisson model are used in this analysis.  The amount individual households spend on housing 

and the amount households spend across regions serve as two indicators of housing costs to young adults 

who are considering leaving the parental home.   

In Austria, France, Germany, and Italy, when the housing costs of a household are low, adult 

children are less likely to live at home.  As household housing costs rise, adult children are more likely to 

live at home.  The clearest case is Austria.  The probability that an adult child will live at home ranges 

from 11 percent for households spending little on housing, to a high of 19 percent for households 

spending large amounts, as noted in Figure 5. 
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Figure 5. Probability Living with Parents in Austria 
Notes: Calculated for a family with 1.5 earners.  Top and bottom 1% of housing costs removed from graph (but included in 
calculations).   
Source: LIS Database 
 

The x-axis represents the absolute amount a household spends on housing.  The y-axis represents 

the probability that an adult child is still present in the household. 49  Perhaps young adults see their 

parents spending large amounts on housing and decide to avoid the costs of acquiring their own home.  Or 

perhaps adult children make a decision to spread out the costs of housing.  Maybe those with expensive 

housing have more space so it is easier for adult children to live in the home.  Though with each 

explanation, transitions from the parental home are linked to housing costs. 

Regional housing costs reflect the market an individual will face if they decide to acquire housing 

independently from their parents.  In two countries, Austria and France, leaving the parental home varies 

with regional housing costs, as demonstrated in Error! Reference source not found..  
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Austria France 

  

Figure 6. Regional Housing Costs and Leaving the Parental Home 
Source: LIS Database 

The first y-axis (on the left, associated with the bars) indicates average housing costs by region.  

The second y-axis (on the right) indicates the predicted probability (accompanied by its 95% confidence 

interval) that an adult in each region will live with their parents given average housing costs of that 

region.  Some confidence intervals overlap, meaning that the difference in point estimates is not 

statistically meaningful.  The trend, however, is clear.  In Austria, regions with higher housing costs have 

more adult children in the parental home.  Regions in the west are associated with higher housing costs.  

In France, Paris drives the relationship.  Housing costs are much higher there, as is the percentage of 

adults living with their parents.   Outside of Paris, housing costs and living arrangements are roughly even 

across regions.  This provides support for the relationship between housing costs and living with parents 

at a broad level (Paris vs. the rest of the country), but not across other regional classifications.   

In Germany and Italy, region is a better predictor of leaving the parent’s nest than housing costs.  

In the east of Germany and the south of Italy, living arrangements are more likely to be with the original 

nuclear family (despite on-average lower housing prices) whereas in the west of Germany and the north 

of Italy, adult children are less likely to live with their parents.  The housing costs of a region do not help 

explain the percentage of adult children living at home in Germany, and in Italy, housing costs have a 

negative association with parental living arrangements.  In other words, where housing costs are higher, 

fewer adult children live at home – opposite than expected.50  The link between housing costs and leaving 
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the parental home is partially verified.  The mixed country findings call for the addition of other countries 

before more definitive conclusions can be made. 

Discussion 

The primary purpose of this paper has been to empirically examine the possible links between 

housing configurations and fertility outcomes.  Support is found for each of two cases.  First, housing 

costs are directly related to fertility.  Children and housing are competing goods, and thus there is a 

tradeoff between the two.  Second, housing costs are indirectly related to fertility through transition 

decisions of young adults.  If housing is expensive enough to delay key transition decisions, fertility is 

also delayed, and sometimes lowered.  However, housing does not matter in the same way in all 

countries.  Housing costs can be conceptualized by young adults in different ways (do they consider 

housing in terms of absolute dollar amounts or as a share of income?  Each might lead to different 

perceptions and decisions regarding family formation.  Also, additional analysis is needed to determine 

how housing tenure influences fertility, since this seems to matter in some countries but not others. 

The relationship between housing and fertility is becoming increasingly important, especially 

given the recent volatility of the housing market (especially in the home ownership market).  Given the 

above findings, fertility decisions should be more volatile as well.  In fact, fertility has dropped in many 

countries during the crisis.  Financialization of the housing market brings many individuals into capital 

markets with an asset that is directly linked to family formation decisions.  A dialogue is needed to 

develop the broader picture of how changes in the housing market influence fertility, and whether these 

changes will be short term—prompting changes in behavior with a “catch-up” effect later, or 

permanent—prompting changes in behavior that cannot be altered.   

Countries cannot sustain continued low fertility.  In the short- and medium-term, welfare state 

programs like pensions will continue to meet funding challenges.  In the long-term, population shrinkage 

will have more far-reaching consequences, not just on the welfare state, but the viability of economies and 
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societies more generally.  New generations do not just fund government programs.  They start new 

companies, develop new technologies, and bring creativity and new ideas to current practices.  The risks 

of smaller generations should not be taken lightly.   

This paper began with a discussion of desired and achieved fertility.  In all countries, especially 

those with lowest-low fertility, families are much smaller than desired.  Housing seems to constrain the 

number of children that families achieve and the overall fertility that governments need.  The financial 

collapse has brought greater regulation to the housing market, but governments should consider how their 

influence has the potential to raise or lower fertility.  Policy-makers and scholars need to move beyond 

strategies to subsidize motherhood or reconcile work and family.  Subsidizing housing for the young 

might be a viable approach.   
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42 As women age they will reach their completed fertility with all children likely still living in the household, but at a 
point children will begin to leave the parental nest, hence a positive age coefficient and a negative age squared 
coefficient.   
43 In Germany, if the interaction term is removed from the model (which improves the goodness of fit), housing 
costs have a positive effect on fertility (significant at p<.01). 
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44 The same dynamic exists for those who are not employed, but those owning their home are even more likely to 
have larger families than those who rent.  As expected from previous research, not being employed lowers the 
probability one will be childless, for both owners and renters. 
45 Suboptimal in the sense that the fertility rates are sub-replacement in most countries, but also suboptimal in the 
sense that families may not be achieving their desired family size.     
46 The 50% benchmark follows Allen et al. (2004). 
47 There is the possibility of endogeneity here, as it is impossible to tell with correlations whether those who still live 
at home do so because they have not found a partner. 
48 The correlations, while statistically significant, are substantively weak. 
49 Predicted probabilities are calculated from a logistic regression, controlling for the number of earners in a 
household (since adult children living with their parents are likely to be in a house with more earners). 
50 Significant at the .1 level.  This finding partially holds across tenure types.  Region is a predictor of living at home 
for renters and owners, but neither rental cost nor mortgage payment (for those owners with a mortgage, as opposed 
to imputed rent in the models above) are significant factors.   


