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LEAVING YOUR MAMMA: WHY SO LATE IN ITALY? 
 

by Enrica Di Stefano* 
 

Abstract 

In Italy, young adults tend to postpone their transition to adulthood and live with their 
parents until very late compared with other countries. A dynamic discrete choice model is 
proposed in which agents choose residential arrangements, together with labor supply and 
marital status, conditional on the economic and institutional framework and on other agents' 
choices. The model is structurally estimated with the Simulated Method of Moments for non-
student high-school graduate males and then used to assess, through a variety of 
counterfactual experiments, the relative importance of factors that are claimed to influence the 
choice to leave home in the existing literature: labor market conditions, parental resources, 
housing market conditions and social interaction. Results suggest that Italians choose to 
remain with their parents due to a combination of poor labor market conditions and high 
housing costs. The relatively high income of parents could contribute to the patterns observed 
by acting as an insurance against unemployment. Finally, estimates indicate that individuals 
tend to conform to a social norm that is influenced by external conditions.  
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Introduction

The transition to adulthood is a complex process made of several steps such as leaving
school, finding a job, finding a partner, et cetera. It culminates with the formation of
an independent household, possibly with a partner, and usually implies moving out of
the parental home. From an economic point of view, the time at which such residential
shift occurs is relevant at both individual, household and aggregate levels. When an
individual separates from his/her parents, the child’s and parents’ budget constraints
split, influencing the future choices of both. Parents are, at least partially, freed from
the obligation of providing housing and financial support, while the child must find a
new shelter and rely on alternative sources of income: a job, a partner’s income, or
both. From an aggregate point of view, a late exit might have important demographic
and economic implications. For instance, as long as living on one’s own is considered a
desirable precondition for having children, a delayed nest leaving might translate into
lower fertility rates. Also, as long as young adults can rely on their parents’ finan-
cial support, they might choose not to work, causing a loss in the country’s aggregate
productivity. Finally, the combination of a delay in the labor force entry and of lower
fertility rates (if not compensated by legal immigration) might generate, at some point,
issues about the sustainability of a country’s pension system.
In Italy, the exit from the family of origin occurs relatively late. At the age of 30,
almost 30 percent of men and 21 percent of women are still reported to live with their
parents, compared to only 9 and 5 percent, respectively, in the United States. The
delay is found to be more severe among men and younger generations.
Several papers study the determinants of young adults living arrangements. A great
amount of literature focuses on the role of parental resources (Avery et al., 1992; le
Blanc and Wolff, 2006). But the family of origin could influence the timing of home
exit through other channels as well. For instance, Fogli (2004) finds that the family
of origin may act as an insurance mechanism against unemployment or credit market
imperfections, while Stella (2016) finds that the increase in childrens nest-leaving, ob-
served around the time of paternal retirement, does not appear to be fully justified
by changes in parental resources and suggests that channels involving the supply of
informal child care provided by grandparents or the quality of the home should be
explored. The role of the housing market is explored by Ermisch and Di Salvo (1997)
who look at the impact of the price of housing on both the timing and destination of
first departure. Haurin et al. (1993) suggest that the impact of the housing cost may
be different depending on the level of wages and on labor market conditions available
to young individuals. Modena and Rondinelli (2011) find similar results with Italian
data. The Italian case is also studied by Manacorda and Moretti (2001, 2005) who focus
on the role of parental income and labor market regulations in the residential choices
within a bargaining framework of parents versus children. More recently, Billari and
Tabellini (2010) explore to what extent the late transition to adulthood contributed
to the disappointing performance of the Italian economy of recent years. Taking the
opposite point of view, Ahn and Sánchez-Marcos (2017) focus, instead, on the effect of
the Spanish recession of 2009-2013 on the emancipation rate of young adults. Several
researchers have looked at the role of cultural differences and social norms. Giuliano
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(2006) looks at second-generation European immigrants to the US. She finds that their
living arrangements mimic those in the countries of origin; and that the changes in
the US over time by country of origin mimic the European changes; the duplication
of the European pattern in a neutral environment, suggests a major role for culture
in determining living arrangements. Alesina and Giuliano (2007) confirm a significant
influence of the strength of family ties on economic outcomes by looking at a larger
number of countries. More recently, Aparicio-Fenoll and Oppedisano (2016) find that
peer effects among siblings do have a role in the decision of leaving the parental home
and that imitation is more likely to prevail among close-in-age siblings.
Relatively few papers model the residential choice together with other choices that
typically describe the transition to adulthood, namely the entrance in the labor mar-
ket and marriage. Relevant exceptions exist. McElroy (1985) is the first to model
the joint determination of household membership and work supply with parents and
children interacting in a game and choosing the family resources allocation according
to a Nash criterion function. Later, Rosenzweig and Wolpin (1993, 1994) consider the
choice of co-residence as the outcome of a game between parents and children under
the assumption that parents care for their children (and make transfers to them) but,
at the same time, suffer from a ’privacy cost’ that is increasing in time. This work is
more closely related to this branch of research. For an excellent survey on dynamic
discrete choice model refer to Eckstein and Wolpin (1989).
This paper proposes a dynamic stochastic discrete choice model in which the young
adults choose their residential arrangement simultaneously with labor supply and mar-
ital status. Since the school/work choice is not included, only individuals homogeneous
in terms of educational attainments and investment in human capital are selected. The
residential choice also responds to the external environment. Labor market conditions
(unemployment rates, wage levels, etc.), labor market regulations (e.g. unemploy-
ment benefits access rules), and housing market conditions are modeled explicitly.
In particular, the labor market regulations refer to the qualification requirements for
unemployment benefits (UB). These may influence the choice of forming a separate
household because, a risk averse young worker who does not qualify for UB payments
might postpone the exit from the parental home and wait for a better job. This ef-
fect could be significant when finding another job requires a lot of time or when the
value of parental transfers is high, or both. Other aspects, such as the quality of the
institutions or cultural norms, are indirectly taken into account estimating the model
on separate subsamples considered to be homogeneous in terms of those qualitative
aspects. Finally, the role of social interaction is modeled by assuming that agents tend
to conform to their peers’ behaviors. In particular, agents interact with each other in
a non-cooperative game in which they tend to conform to the prevailing social norm
on the age at first marriage. Every agent is therefore influenced by the expected be-
havior of the other agents. In this framework, the strategic interaction is not between
parents and children but rather between the young adults and their peers. The model
is structurally estimated on a subset of high-school male graduates with the Simu-
lated Method of Moments (SMM) using the Survey on Household Income and Wealth
(SHIW) of the Bank of Italy. The estimated model is then used to perform a variety
of counterfactual experiments to explore the role of labor market conditions, parental
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resources, housing market conditions, and social interaction on the observed patterns
of residential, employment and marriage choices. It is also discussed which policies
could be more effective in anticipating the exit from the family of origin.
This work contributes to the existing literature with a structural model that can ac-
count for most of the described mechanisms within a unique framework. It allows
residential, working and marriage choices to be made simultaneously and in a dy-
namic setting. The structural estimation allows to assess the efficacy on the home
leaving choice of alternative economic policies and the relative importance of parental
resources, labor market conditions and other environmental characteristics. Finally,
although estimated for Italy, the setting can be easily applied to other countries.
The rest of the paper is organized as follows. In the next section, I provide some ev-
idence from the data on the late transition to adulthood in Italy compared to other
countries. Section 2 presents the model and the solution technique. The estimation
method and the results are discussed in Sections 3 and 4. The last section concludes.

1 Data

The transition to adulthood is analyzed by looking at the percentage of young men
residing with their parents, employed and ever married1 in Italy compared to the
United States and to other European countries. Moreover, within Italy, the behaviors
of different cohorts are also compared to show the dynamics of the phenomenon over
the years.

Italy versus the United States. The analysis compares information from two
databases: the Survey of Households’ Income and Wealth (SHIW) for Italy, and the
Integrated Public Use Microdata Series of the Current Population Survey (IPUMS-
CPS) for the United States (see the Appendix for details).
The selected sample consists of male individuals born between 1970 and 1974, and
observed from the age of 15 to 39. This age range is crucial for the discrete choices
considered here: in fact, at 15 years old individuals can legally work and, under special
circumstances, they can marry; on the other hand, by the age of 39, most of them
have completed the transition to adulthood. The cohort 1970-1974 has been chosen
because it is the youngest one fully observable in the data collection (those born in 1974
turned 40 in 2014). An individual is considered as living with his/her parents when
reported as ’son or daughter of the head of the household’ and not main income earner.
The latter condition has been imposed to exclude children that had actually left but
later rejoined their parents to take care of them. Figure 1 compares the percentage of
males in each age class living with their parents, employed and ever married in both
countries. The differences are striking. Between 15 and 19 years old, about 15 percent
of Americans have already moved out, compared to only 5 percent in Italy. In the
United States, 80 percent of men have left by the age of 29; in Italy that percentage

1The ever married include divorced, separated and widowed individuals, i.e. anybody who has married
in the past at least once. This is because the the big step in the transition to adulthood is best represented
by the choice of getting married for the first time.
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decreases 59 percent.2 The largest gap between the two countries is observed in the age
class 25-29 (42 pp.). Even at older age classes, the gap remains large and it does not
close completely. By the age of 40, around 13 percent of Italian men are still residing
with their parents.
Large differences are also observed in terms of employment rates. In both countries,
employment rates increase with age. The differences suggest that the entry in the
labor market in Italy occurs later or not at all. In the United States, the percentage of
employed individuals is higher until the age of 29. At older age classes the employment
percentage of Italian men equates and even overcomes the one in the United States.
When put in relation with the residential arrangements of Italians, this fact shows
that a significant percentage of grown-up men (30 or older) live with their parents
despite having a job and, therefore, an independent source of income. This is also
consistent with the observed patterns for marriage. In both countries, the percentage
of individuals who got married at least once is increasing with age but in Italy it occurs
later. The gap is the largest among men of 25 to 29 years old and it does not close at
older ages. In the last observed age class (35-39) one third of Italian men is still never
married, compared to one fifth in the United States.

Italy versus other European countries. Italy is compared to other European
countries by using the European Community Household Panel (ECHP), a panel survey
which covers a wide range of topics concerning living conditions of European households
from 1994 to 2001. The data are reported in Table 3.3 The figures confirm that, not
only Italy, but also Spain and Portugal have very high co-residence rates (above 75
percent) if compared to countries like Denmark (24 percent), the Netherlands (36
percent), and the UK (38 percent). As pointed out by Chiuri and Del Boca (2009),
in spite of differences among countries, a common international pattern in the home
leaving choice is that women tend to leave the parental home earlier than men.

Home exit choice across different cohorts. Table 4 displays the residential,
employment and marriage choices of three non-overlapping Italian cohorts of individu-
als born in 1970-74, 1975-79, and 1980-84. Two facts are worth noticing. First, the late
exit, low labor market participation and late marriage observed above for the cohort
1970-74 is valid for the younger cohorts, as well. Second, the patterns are different for
men and women, suggesting that they should be analyzed separately and, as it will
be argued below, this paper will focus on men. Third, younger men (born in 1980-84)
display a significant increase in the co-residency, most notably in the age class 30 to
34, with an increase of 10.2 percentage points relative to the cohort 1970-74. This is
a huge increase, considering that the two cohorts are only ten years apart. The later
exit is also accompanied by both lower employment rates and lower marriage rates.4

2In part, this might be related to the very common habit of remaining at home while attending college.
Nevertheless, in Italy the percentage of male students in the age class 25-29 is only 14 percent; it then lowers
rapidly to around 3 in the age class 30-34, and close to zero at older ages.

3The comparison is made for the age class 20-24 because it has the most comparable information with
the data reported in Table 1. In fact, the short length of the ECHP implies that the selected cohort 1970-74
is not fully observable in any of the other age classes proposed above.

4The understanding of what induced such increases goes beyond the scope of this analysis but my guess
is that it might be connected to the recession that hit Italy for several years in the period 2009-2013, i.e.
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According to the evidence presented above, in Italy the transition to adulthood oc-
curs late, relative to other countries. Why is that so? What makes it persistent over
time? To answer these questions, the next section presents a theoretical framework of
the transition to adulthood to understand what are its determinants and their relative
importance in generating the observed patterns.

2 Model

The economy is composed of a large number of male individuals. They are observed for
T = 5 periods, each lasting five years and corresponding to the following age classes: 15
to 19, 20 to 24, 25 to 29, 30 to 34, and 35 to 39. The model has a recursive structure.
At the beginning of each period t, each agent is in a given state in terms of living
arrangements, employment and marriage. Then, new information arrives; for instance,
the agent may or may not receive a job offer. Conditional on the initial state and on
the observed information, the agent chooses his residential (st), employment (et), and
marital status (mt). Each choice is described by a 0-1 indicator. In each period, the
choice set is therefore described by5

Jt := {(st, et,mt) : st ∈ {0, 1}, et ∈ {0, 1},mt ∈ {0, 1},∀t}

The choice maximizes the expected discounted value of the utility subject to the budget
constraint. Individuals also take into account the conditions on the labor markets (job
offer arrival and wage level), the existing labor markets regulations, the cost of housing
that they would have to pay upon moving out, and the amount of transfers received
from the parents. The choice made in t determines the entering state in t+ 1, and so
on in every period. I now turn to the description of the theoretical model in greater
detail.

Period utility. Agents maximize the expected discounted value of a period utility
function given by

U(ct,Mt, St) = ct +mtMt − stSt
In every period they derive utility from the consumption of goods (ct) and from mar-
riage (Mt) if they are married (mt = 1). On the other hand, they pay a “privacy cost”
in terms of utility (St) if they reside with their parents (st = 1), similar to Rosenzweig
and Wolpin (1993, 1994):

St = γ0 + γ1t+ γ2(mt +mt−1) + ηt

It is assumed that this cost is paid by the children and that depends on age and on
the child being married while residing with his parents.6 The privacy cost St is also
subject to a preference shock (ηt) with known distribution.

when the cohort 1980-1984 was around 30 years old.
5For instance, the status ’being employed, not living with parents, never married’ would be represented

by the triplet (1, 0, 0).
6The longer the agent remains at home after getting married, the higher the privacy cost is assumed to

be. The number of periods of marriage is limited to 2 but could be extended to T − 1. This choice keeps
the state space to a treatable dimension and, since 1 period corresponds to 5 years in the data, it does not
seem a limiting assumption.
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Marriage and social interaction. While marriage increases the cost of residing
with the parents, it also provides a utility which depends on age, on the age at mar-
riage (tM ), on the expected mean age at marriage of the other agents (teM ), and on a
preference shock (εt). In formula:

Mt = ρ0 + ρ1t+ ρ2|tM − teM |+ εt

In terms of interpretation, ρ0 = E[Mt|t = 0] measures the expected utility from being
married at age 15, ρ1 measures the desirability of marriage when the agent grows older;
the dependence on other agents’ expected behavior occurs through ρ2, in particular,
the expected aggregate behavior influences the agent’s choice only if ρ2 6= 0. Further,
if ρ2 < 0 then the agent pays a cost anytime he chooses to marry earlier or later than
his peers, i.e. if tM 6= teM . The larger the ρ2 the stronger the social-norm effect. Notice
that no restrictions are imposed on the domain of ρ2 whose value will therefore be
entirely determined by the maximization process of the estimation in order to match
the observed patterns.

Labor market. In Italy, a reform of the labor market, started in the late 1990’s and
completed in mid-2000’s, introduced new types of short-term contracts and created,
in fact, two separate categories of workers. On the one hand, those employed with a
traditional no-term contract would typically qualify for unemployment benefits (UB)
and would face a low probability of becoming unemployed.7 On the other hand, those
employed with new contracts would typically not qualify for UB and would face a higher
probability of becoming unemployed because of the intrinsic short-term duration of
their contracts.8 Since the new regulations applied only to new job contracts, workers
without UB coverage are mostly from younger cohorts. Another category which is
typically not covered by UB is represented by workers employed in the black market, a
fraction that could be significant, especially in Southern regions. The model explicitly
assumes that there are two types of jobs: good- and bad-quality. Good-quality jobs
qualify workers for UB, have a lower probability of displacement and, as showed by
Rosolia and Torrini (2007), pay higher wages. In particular, the wage (wt) evolves
according to the Mincer’s equation:

ln(wt) = α0 + α1et−1 + α2goodt + ut

ut is an i.i.d. shock with known distribution. Experience is proxied by having worked
during the previous model-period (et−1 = 1).9 The parameter α1 is the return on
experience and α2 allows for the existence of a job-quality premium. The variable
goodt is a dummy equal to 1 if the job is of good quality, and to 0 otherwise. The
role of educational attainment does not enter the equation because the choice on ed-
ucation is not explicitly modeled. Instead, the educational attainment is exogenously
controlled for by estimating the model on a subset of individuals homogeneous in terms
of educational attainment and investment in human capital.10

7According to the Italian labor laws, workers could be dismissed only in a limited number of cases.
8Refer to Dankova et al. (2014) for a description of the reform (in Italian).
9One period in the model corresponds to 5 years in the data.

10In particular, the sample includes all male individuals aged 15 to 19 plus high school graduates. Indi-
viduals with higher educational attainment and/or students are excluded.
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Housing market. The existing literature suggests that rents and wage levels play
an important role in the home leaving choice. Agents face housing costs (Ht) after
leaving the parental home. Instead, no costs are paid while residing with their parents.
Housing costs are proxied by the average rental cost, for a person of that age in the
geographic area of current residence. Under the assumption that young people tend to
move close to their families (a reasonable assumption in Italy), the rent in the area of
current residence is a good measure of how much the individual should expect to pay if
living alone. The expenses for food, furniture, household appliances, and extraordinary
maintenance have not been considered because they depend on the parents’ preferences
and do not provide clear information on the expenses that will be paid by the child
when on his own. Finally, the amounts reported as mortgage payments have not been
considered because they refer to contracts subscribed in the past by the parents and do
not influence children’s choices. In general, it would be interesting to have information
on the current credit market conditions such as interest rates levels and credit access
conditions. In fact, the existence of access limits to the credit market has been proven
to have an important role in the choice of residential arrangement (Fogli, 2004). This
notwithstanding, credit markets are not taken into account here because there is no
savings and, therefore, there is no demand for credit.

Parental transfers. Individuals’ decisions are also influenced by the propensity
of parents to share resources with them. In this setting, transfers can be monetary and
proportional to the current parental net income (Yt) and non-monetary, i.e. the value
of good and services available in the parental home free of charge (heating, TV, phone,
etc.), which are assumed to be proportional to parental wealth (W ) as in Fogli (2004).
The level of transfers is exogenous in the children’s problem and, following the evidence
provided by Rosenzweig and Wolpin (1994), it is assumed to change conditionally on
the residential and employment status. Specifically, I allow for the possibility that the
parental transfers continue after the child has moved out.

2.1 The solution technique

The optimal stopping problem is

max
(et,st,mt)

E

[
T∑
t=1

βt−1U(ct,Mt, St)|Ωt

]
such that

ct + (1− st)Ht ≤ et[wt + st(φ1Yt + φ2W )]

+ (1− et)[goodtb+ st(φ3Yt + φ4W )]

+ (1− st)φ5Yt

lnwt = α0 + α1et−1 + ut

Mt = ρ0 + ρ1t+ ρ2|tM − teM |+ εt

St = γ0 + γ1t+ γ2(mt +mt−1) + ηt

The distributions of the shocks are known and Ωt is the information set available
in t; it includes the initial state, the realization of the shocks, the level of parental
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resources and all available information of the future such as job arrival probabilities,
share of “good” jobs, etc.
The left hand side of the budget constraint measures expenditures, the right hand
side includes the sources of income. Income may derive from wage, UB payments
and parental transfers. The employed agent receives a wage which follows the Min-
cer’s equation introduced above. Parental transfers are expressed as a fractions of
both current net income (Yt) and wealth (W ). The former are monetary transfers,
while the latter measure the monetary value of non-transferable goods available in the
parents’ house free of charge. Transfers depend on the agent status. In particular,
the non-monetary component disappears when the agent moves out. The agent re-
ceive unemployment benefits, b, only if he qualifies for unemployment benefits.11 The
qualification is captured with the dummy goodt which equals 1 if the worker (i) was
employed in the previous period (et−1 = 0) and (ii) had been working in a “good”
job in t − 1. The fraction qt of jobs that qualify workers for UB is estimated. At the
beginning of each period unemployed agents face a known probability of receiving a
job offer. On the other hand, employed agents face a known probability of being fired
which is conditional on the type of jobs they hold.
This optimization problem does not have an analytical solution but can be solved back-
wards numerically. To this goal, define the function Vt(Ωt) as the maximal value of the
optimization problem at t:

Vt(Ωt) = max
(et,st,mt)

E

[
T∑
τ=t

βτ−tU(ct,Mt, St)|Ωt

]
Vt can be written recursively according to the Bellman’s equation

Vt(Ωt) = U(ct,Mt, St) + βE max
(et,st,mt)

[Vt+1(Ωt+1)|Ωt]

The horizon of the problem is finite but agents do not die at time T . Instead, they enjoy
a continuation value which depends on their status at T . In particular, the present
value of the utility at T + 1 is assumed to be a linear function of the choices made in
T :

VT+1(ΩT ) = v1eT + v2mT

The value of E [Vt+1(Ωt+1)|Ωt] for t < T is then computed recursively proceeding back-
ward from period T − 1 to period 1. This procedure involves a numerical complexity
because the value function requires high dimensional integration for the computation
of the “Emax function” at each point of the state space. Monte Carlo integration is
used to evaluate the multivariate integrals. Notice that individual choices depend on
the expected mean age at marriage (te) which belongs, therefore, to the state space
Ωt. Agents form a belief on te and choose their optimal patterns according to the
best response functions. The simulated mean age at marriage, t̄e, corresponding to the

11The parameter b is set equal to the average payment in case of unemployment. According to the Italian
laws (D.L. n.86/1988 and Circ. INPS n.159/1988) the unemployment benefits were paid for a total of 8
months. They amounted to 60 percent of the wage during the first 6 months of unemployment, 50 percent
during the next 2 months and 40 percent during the next 2 months. These rules were changed in 2013.
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generic te and the te itself are, in general, not equal, but since the Nash equilibrium of
this social game requires that beliefs realize, the condition te = t̄e is imposed in equi-
librium. The existence of an equilibrium as a fixed point is discussed in the Appendix.
The numerical solution requires Vt to be calculated for each te ∈ [0, T ] which makes
the state space continuous and the full computation unfeasible. The issue is handled
by following the procedure of Keane and Wolpin (1994), i.e. the expected value of Vt
is evaluated over a subset of [0, T ] and the remaining values are interpolated.12

3 Estimation

The model is estimated on two subsamples, North and South, based on the place
of residence of the household because the two areas differ significantly in terms of
institutional framework.13

Individuals in the two subsets differ in terms of home leaving patterns. Those
residing in the North exit home earlier and a larger share works. Marriage differences
are instead less pronounced (Table 2).

Differences between North and South exist also in terms of structural parameters
(Table 4, upper quadrant). Parents in the North are wealthier and have higher income
but housing costs are also higher. In the job market, the fraction of good-quality jobs
is higher in the North.14

The estimation technique is based on the Simulated Method of Moments (McFad-
den, 1989). For a given vector of parameters θ, let mD

k be the kth moment in the data,
and let mS

k (θ) be the correspondent simulated moment arising in equilibrium. Define
the distance vector

g(θ) = [mD
1 −mS

1 (θ), ...,mD
k −mS

k (θ), ...,mD
K −mS

K(θ)]′

where K is the total number of moments.
At the beginning of each estimation step n, a guess on the parameter vector θn is

used to simulate the model, to compute the correspondent simulated moments, and
the following (loss) function:

J(θ) = g(θ)′W ′Wg(θ)

If the value of J is small enough, the procedure ends, otherwise the vector of parameters
is updated. The update is made consistently with the numerical partial derivatives of J
with respect to each parameter, therefore θn+1 depends on θn. Given θn+1 the computer
starts the next step until the value of J is sufficiently small. In the expression above W
is an array of instruments. Following McFadden (1989), since the computation makes
the exact calculation of instruments impractical, I set each element in W equal to the

12In the code, I use a grid with a step of 0.2 corresponding to a one year period.
13In particular, the Italian regions included in the North are: Abruzzo, Emilia Romagna, Friuli Venezia

Giulia, Lazio, Liguria, Lombardia, Marche, Molise, Piemonte, Toscana, Trentino Alto Adige, Val d’Aosta,
and Veneto.

14The difference is possibly driven by a larger black market in Southern regions.
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partial derivative of the loss function. This provides a template for instruments that,
with relatively crude approximation to the real moments, will yield efficient estimators.

The selected moments to match are those of interest for the exercise. Specifically,
the fraction of people living with their parents, ever married and employed in each age
class; mean and standard deviations of wages in each age class. The total number of
moments used is 52. The parameters to be estimated are those in the wage equation,
in the utility function, in the budget constraint, the weights in the end-condition of
the value function, the variance/covariance of the shocks and job offer probabilities.
All shocks are assumed to be independent and normally distributed with zero mean.
All parameters are geographic-area specific. The intertemporal discount factor β is set
equal to 0.95.15 Housing costs, parental income and wealth are exogenously taken from
the data together with the fraction of jobs that guarantee UB coverage.

3.1 Identification

Given the non-linearity of the model, it is difficult to establish theoretical and practical
identification. Nevertheless, a necessary condition is that each parameter should affect
some moments in the population. This condition is discussed in this section for the
most important parameters. Consider first the parameters related to the privacy cost:
γ0, γ1, and γ2. These are identified by the fraction of people residing with their parents.
In fact, the initial residential distribution (at t = 0 when m0 = m1 = 0) identifies the
γ0; the fraction of individual leaving at home for t ≥ 1, conditional on their marital
status, identify γ1 and γ2.

Consider now the parameters affecting the marriage choice, ρ0, ρ1 and ρ2. The main
source of identification comes from the observed percentages of married individuals. In
particular, the initial marital status distribution identifies ρ0; ρ1 is identified by the
fraction of individuals married at each age class and by the change in such fraction
relative to the previous period.

Moving to the Mincer’s equations, the fixed effect (a0) is identified using the ob-
served wages at t = 1 when there is no experience by assumption; a1 on the other hand
uses the information from the observed combined evolution of the fraction employed
and of the observed wages.

Finally, regarding the parameters on the budget constraint, the main issue is the
identification of the fraction of income and wealth transferred to children. The two are
disentangled because wealth is constant and income changes. The behavior in terms
of employment and residential status are the main sources of identification for the
fractions transferred conditionally on those statuses.

4 Results

The model works well in replicating the observed data. Figures 1-2 show the uncondi-
tional choice proportions and the most relevant conditional choice proportions for both

15Since one period corresponds to 5 years, this value is equivalent to an annual intertemporal discount
factor of 0.99.
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North and South. Mean wages and their standard deviations are reported in Figure 3.
Role of parental transfers. Parents’ transfers are expressed as fractions of their

income and wealth. The amounts are conditional on the employment and residential
status. When moving out, the agent status switches from st = 1 to st = 0. This affects
the budget constraint in two ways. From the theoretical model we know that the exit
both increases the expenditure side due to housing costs (Ht), and changes the amount
of parental transfers received through the composite effect of the φ’s. The total change
is measured by:

Cost of exit = Ht + et[(φ1 − φ5)Yt + (1− et)[(φ3 − φ5)Yt + φ4W ]

The higher Ht or the parental wealth, the higher the cost of moving out. The effect of
parental income depends instead on the φ’s parameters. According to the estimation
results, the cost of moving out increases with parental income, because φ1 > φ5 and
φ3 > φ5. Results are also consistent with the view that parental resources provide an
insurance against non-voluntary unemployment. In fact, the cost of being fired can be
computed from the theoretical model as the net change in the budget constraint when
the status switches from employed to unemployed and is given by:

Cost of being unemployed = wt − goodtb+ st[(φ1 − φ3)Yt + (φ2 − φ4)W ]

when living by himself, the individual can rely only on UB, if any, to cover for the
cost of losing his job. On the other hand, while living with the parents, such cost
also depends on how parental transfers change conditionally on the new status. The
estimation delivers φ3 > φ1 and φ4 > φ2 which implies that living with parents lowers
the cost of being fired therefore supporting the claim that parents act as an insurance
against unemployment, at least in the North.

Role of labor market and housing conditions. As noted above, individual
living in Southern regions tend to enter later in the labor market, therefore worse (esti-
mated) labor market conditions are expected in the South. The structural estimation
confirms this idea and goes further in providing a more precise picture on which as-
pects are actually worse. In particular, the estimated α0 and α1 do not differ very
much by geographic area, with entry wages being higher in the North but return on
experience being larger in the South. Instead, differences are significant in terms of
the estimated job arrival probabilities which are lower in Southern regions, risk of dis-
placement (higher) and UB coverage (lower). On the other hand, housing costs are
significantly higher in the North. The key messages from the results can be summa-
rized as follows. In Southern regions, the main problem is the lack of job offers and the
lower share of good-quality jobs rather than the wage levels, which are as high as in the
North in nominal terms and higher in real terms if compared to the cost of housing.
Instead, in Northern regions, the probability of receiving a job offer and the share of
good-quality jobs are both higher but the wage level is low in real term, considering
that housing costs are almost twice as much with respect to the South.

Role of social interaction. The choices related to social interaction (staying at
home, marrying) are influenced by the cost of privacy (S) and the value of marriage
(M). The former is always positive. It increases with age and in case of co-residence
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after marriage (γ1 > 0 and γ2 > 0). Marriage choices arise from the game with the
other agents: although getting married very young is a costly choice (ρ0 < 0), the
value of marriage increases with age (ρ1 > 0) and compensates the loss in utility, as
age increases. The estimated ρ2 are different than zero in both regions, confirming that
the expected behavior of their peers does influence the agents’ choices. Moreover, since
ρ2 < 0 a social norm effect exists because a higher (lower) expected “appropriate” age
at marriage (teM ) is associated to a lower (higher) utility from marriage and therefore
induces, ceteris paribus, a higher (lower) optimal individual age at marriage. In other
words, since ρ2 < 0, individuals tend to converge toward the expected aggregate one,
conforming to the aggregate behavior. This social-norm channel is stronger in Southern
regions.

5 Counterfactual experiments

I used the estimated model to run several counterfactual experiments and compared
the effects on the share of people living at home, employed, and ever married against
some of the results found in the existing literature. Tables 6-8 display the differences
in percentage points with respect to the simulated patterns.

Role of labor market conditions. In general, poor labor market conditions
can be important factors influencing the transition to adulthood. Rosolia and Torrini
(2007) provide evidence that, in Italy, there exist a generation wage gap: young workers
are currently offered lower entry wages which grow at the same rate as older cohorts’.
This generates a loss in terms of life-time disposable income. They argue the gap is
probably the result of partial labor market reforms completed in 2002 that generated
a dual labor market along the age dimension, opening a gap between the earnings of
old incumbent workers and those of new labor market entrants. In order to test such
hypotheses, I run three experiments affecting the conditions in the labor market. I first
allow for full UB coverage. Then, I test the effects of a 20% reduction of the entry wage
and finally I test the effects of higher probabilities of receiving job offers (πt = 1∀t).
My results are consistent with the conclusions of Rosolia and Torrini (2007). In the
North, lower wages induce lower employment rates and increase the share of young
men living with parents, while the effects on the marital status are limited. The labor
supply does not change in the South, probably due to the already extremely low level
of employment, especially a younger ages. On the contrary the labor supply in the
South increases enormously if the job arrival probability increases.

Role of parental resources. The existing literature does not provide a clear
answer on the role of parental income in the home leaving choice by young adults.
Here this issue is explored by simulating the effect of changes in both the parental
income and wealth. Consistently with the results in Manacorda and Moretti (2001),
an income increase of 20 percent would correspond to higher shares of people co-
residing with parents and to a lower share of employed, in all age classes. A 10 percent
increase in the wealth would induce changes in the same direction although to a more
limited extent. It is interesting to notice that changes in the parental income induce
asymmetric effects. Namely, the (negative) effect of an increase in the parental income
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is larger than the (positive) effect of a reduction. This result is consistent with a recent
natural experiment studied by McKeehan (2017). She finds that in the US the increase
in the familys income, induced by the Earned Income Tax Credit (EITC) tax reform,
decreased labor force participation of adult children.

Role of housing costs. High housing costs have often been listed among the
determinants of the residential choice. Aparicio-Fenoll and Oppedisano (2014) studied
the effect of a monthly cash rent subsidy, introduced in Spain in 2008, on the probability
that young adults live apart from parents. Their estimates show positive effects of
the policy on the probability of leaving home. The effects are larger among young
adults earning lower incomes and living in high rental price areas. The hypothesis that
youngsters may delay their household formation due to a housing cost too high relative
to their income is tested with two experiments. In the first one, I lower the housing
costs by 20 percent; in the second one, a subsidy is given to the youngest age class. In
both cases, the percentage of men living at home lowers. The effect is stronger in the
North, consistently with the fact that in Northern regions the estimated housing costs
are about twice as much as in the South.

Role of social interaction. The importance of cultural norms is confirmed by
the existing literature. Giuliano (2006) and Alesina et al. (2007), among others,
confirm a significant influence of the strength of family ties on individuals’ choices. In
order to test how important the social interaction mechanism is in this framework a
counterfactual simulation is performed in which agents are assumed not to care about
their peers behavior (ρ2 = 0 is imposed). In a model with no social interaction marriage
occurs, on average, much earlier. While the largest effects are observed on the marriage
choices, significant changes are also induced in the residential choices. In particular,
the share of men living with their parents lowers in each age class, with the largest
drop occurring between 25 to 29 years old, -9.8 pp.in the North and -6.7 pp. in the
South.

To summarize, the results of the counterfactual experiments suggest that in Italy
parental resources are the most important channel affecting both residential and em-
ployment status. Labor supply is instead mostly responsive to the level of housing costs
relative to the wages offered on the labor market and to the labor market conditions in
terms of job arrival and displacement probabilities, the wage levels have instead lim-
ited effects. Finally, the tendency of individuals to conform to each other is confirmed
to be a key determinant of individual choices, especially on marriage and residential
arrangements.

Conclusions

On October 2007, the Italian finance minister, Mr. Tommaso Padoa-Schioppa, stated:
“Let’s get those big babies out of the house. Let’s incentivize the exit from home of
those young adults that stay with their parents, don’t get married and do not become
independent. It is important”. There were many reactions to such statement and many
responded that, in Italy, living with one’s parents is not really a choice but rather a
necessity due to the lack of labor, the low wages and the high cost of life. The debate
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has continued during the last ten years but nobody clarified whether in Italy the late
exit is due to exogenous economic and institutional factors that prevent young adults
from choosing what they would like, or rather to social factors intrinsic in the Italian
society. As a matter of fact, according to recent OECD data, in Italy the percentage
of young adults residing with their parents is about 80 percent, the largest among
developed countries (OECD, 2016).

In this paper, a dynamic discrete choice model is developed to study the sequen-
tial choices of young Italians on residential, labor supply and marital status. I then
structurally estimate it on a subset of male individuals homogeneous in terms of hu-
man capital accumulation and geographic area of residency. This framework combines,
within a unique framework, most of the mechanisms that are proved to influence the
transition to adulthood by the existing literature. Nevertheless, several simplifications
were necessary to keep the model simple and computationally tractable.

First, there are no savings, therefore, the model cannot provide any insight on
the role of the credit markets imperfections. This simplification is often imposed in
dynamic models with multiple discrete choices (Ge, 2011 among others) for computa-
tional tractability. In fact, the amount saved in any period t would enter as a state
variable in period t + 1. Since this is a continuous variable, the space state would
explode. In models which focus on the intertemporal allocation of financial resources
(Rosenzweig and Wolpin, 1993), ignoring savings would jeopardize the credibility of
the results. In those cases the problem has been partially overcome by “discretizing”
the level of savings and assuming that savings are a continuous function of a set of
discrete variables. It should be pointed out, though, that this limit is less relevant a
framework like this one that does not consider the life-cycle allocation of resources but
rather focuses on the behavior of young individuals.

Second, the choice on education is not modeled. Instead, the educational attain-
ment is exogenously controlled by estimating the model on a subset of individuals
homogeneous in terms of educational attainment and investment in human capital.
Such simplification is not very harmful for the Italian case where the percentage stu-
dents is low. Moreover, SHIW does not provide good information on the school/work
choice, as individuals are registered as either students or workers, never both, depend-
ing on what they self-report to be their main occupation. Further, introducing and
additional state variable would have increased the computational burden substantially.
Nevertheless, in order to test the robustness of the results, the estimation over the full
sample of individuals was also performed. Results and main findings do not change
much. Why is that? Probably because, on the one hand, the share of graduate men is
relatively low and, on the other hand, the home exit patterns in the full and selected
samples are similar.

Third, fertility choices are not taken into account in modeling the social interaction
and the market for marriage. Therefore this framework cannot contribute to the un-
derstanding of the gender differences in the home leaving patterns that are well-known
in the literature (see Chiuri and Del Boca, 2010, among others). The simplification
was made because the SHIW data do not provide reliable information on the age at the
arrival of children. To limit as much as possible the distortions arising from this choice,
the model is estimated for males only. The choice does not rely on the assumption that
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men do not care about having children but rather on the fact that they experience a
much slower reduction in their ability of conceiving than women. For this reason men’s
fertility choices are less likely to become urgent or predominant with respect to their
choices on residency, employment and marriage. Therefore lowering the risk to ignore
a key determinant of the home leaving choice.

The results of the structural estimation provide indications on the relative role of
labor market conditions, housing market conditions, parental resources and social in-
teractions in shaping the observed late transition to adulthood of young Italian men.
In particular, the delay is mainly driven by a combination of poor labor market condi-
tions and high housing costs. Results are also consistent with the view that parental
resources provide an insurance against non-voluntary unemployment. Results were also
used to assess the differences between North and South. In Southern regions, the main
problem seems to be the lack of job offers and the lower share of good-quality jobs
rather than the wage levels, which are as high as in the North in nominal terms and
higher in real terms if compared to the cost of housing. Instead, in Northern regions,
the probability of receiving a job offer and the share of good-quality jobs are both
higher but the wage level is low in real term, considering that housing costs are almost
twice as in the South. The social interaction component is stronger in the South where
the tendency to conform to other people’s behavior in the marriage market is stronger
and the privacy cost from residing with the parents is relatively lower. The fraction of
parental resources transferred to the children is also larger in the South, despite the
lower parental income and wealth. Moreover, estimates suggest that individuals tend
to conform to each other. Given the large differences observed in the structural pa-
rameters between Northern and Southern regions, the key findings could be also useful
to understand the main forces driving the leaving decision across countries, although
this extension is left for future research. Finally, the counterfactual experiments sug-
gest that the parental resources could be a key channel affecting both residential and
employment status. Employment choices are instead mostly responsive to the level
of housing costs relative to the wages offered on the labor market and to the rate of
arrival of job offers. In this sense, a subsidy on the rent given to young adults could be
effective. Finally, the tendency of individuals to conform to each other is confirmed to
be an important determinant of individual choices, especially on marriage and residen-
tial arrangements. In this respect, since the prevailing norm is itself influenced by the
economic and institutional background, economic policies supporting the home leaving
process could actually take advantage of such social mechanism that could boost the
effect of the policy if it succeed in changing the individual expectations.
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Tables

Table 1: Transition to adulthood in Italy and the US of HSG males (% of total)

Age 15-19 Age 20-24 Age 25-29 Age 30-34 Age 35-39

Italy:
Living with parents 94.9 86.0 59.7 26.0 10.6
Employed 15.1 49.4 83.7 92.7 94.6
Ever married 1.0 2.9 18.8 42.7 69.7
Living with parents/unemp./never married 82.8 61.6 28.1 11.7 5.6
Living with parents/emp./never married 3.4 8.4 19.2 28.2 20.3
Left parental home/emp./never married 0.2 1.2 16.6 40.0 60.9
Left parental home/emp./ever married 11.4 25.0 30.2 16.1 6.6

United States:
Living with parents 85.3 43.7 20.1 11.0 9.4
Employed 18.9 80.5 85.6 84.4 83.0
Ever married 1.9 25.2 51.7 66.3 75.3
Living with parents/unemp./never married 51.2 18.5 4.2 2.5 1.8
Living with parents/emp./never married 6.8 23.8 29.1 21.3 14.9
Left parental home/emp./never married 1.3 14.2 42.7 58.2 65.5
Left parental home/emp./ever married 33.9 31.6 12.5 4.9 3.2

Source: SHIW and IPUMS, years 1989-2014. Weighted data.

Note: Males born between 1970 and 1974. The sample includes all individuals aged 15 to 19 plus high school graduates.

Individuals aged 20 or more with higher educational attainment and/or students are excluded.
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Table 2: Transition to adulthood in Italy of HSG males by region (% of total)

Age 15-19 Age 20-24 Age 25-29 Age 30-34 Age 35-39

North:
No. of observations 948 374 317 363 306
Living with parents 93.7 82.3 53.2 22.3 9.6
Employed 20.0 63.7 93.5 96.7 97.8
Ever married 0.7 3.3 20.6 43.4 73.1
Living with parents/unemp./never married 77.8 34.1 6.3 2.9 1.7
Living with parents/emp./never married 4.6 13.3 27.3 34.4 17.1
Left parental home/emp./never married 0.1 2.7 19.5 42.9 72.7
Left parental home/emp./ever married 15.3 47.6 45.8 18.9 7.5

South:
No. of observations 840 268 214 200 172
Living with parents 96.5 92.5 69.7 33.7 12.8
Employed 0.9 24.0 68.5 84.3 87.5
Ever married 1.3 2.3 16.0 41.4 62.0
Living with parents/unemp./never married 89.4 74.6 27.4 11.5 6.1
Living with parents/emp./never married 1.8 6.3 13.5 25.0 23.1
Left parental home/emp./never married 0.4 1.0 14.0 38.0 58.3
Left parental home/emp./ever married 6.2 16.7 40.9 21.4 6.2

Source: SHIW 1989-2014. Weighted data.

Note: Males born between 1970 and 1974. The sample includes all individuals aged 15 to 19 plus high school graduates.

Individuals aged 20 or more with higher educational attainment and/or students are excluded.

Table 3: Percentage living with parents in the age class 20-24

Country All Men Women

Spain 81.1 82.0 80.1
Italy 80.9 83.0 78.8
Portugal 74.2 74.5 73.9
Belgium 68.7 77.3 60.2
Ireland 67.3 73.0 61.8
Greece 63.4 73.9 54.2
Germany 54.2 63.9 44.9
UK 37.7 47.1 27.2
Netherlands 35.9 48.4 23.2
Denmark 24.5 30.5 19.3

Source: ECHP, 1994-2001.

Note: weighted data.
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Table 4: Transition to adulthood in Italy by cohort

1970-1974 1975-1979 1980-1984

Living with parents:
Age 15-19 94.9 96.6 95.7
Age 20-24 87.5 84.7 85.8
Age 25-29 59.5 59.1 60.0
Age 30-34 28.3 26.2 38.5
Age 35-39 12.9 16.0 ...

Employed:
Age 15-19 15.1 11.6 10.0
Age 20-24 34.7 44.3 37.7
Age 25-29 66.7 69.9 67.1
Age 30-34 84.7 84.1 71.5
Age 35-39 88.1 82.4 ...

Ever married:
Age 15-19 1.0 0.3 0.4
Age 20-24 2.6 1.9 2.0
Age 25-29 19.7 13.7 17.0
Age 30-34 42.6 46.6 32.7
Age 35-39 65.6 56.0 ...

Source: SHIW, years 1989-2014. Weighted data.
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Table 5: Estimation results

Exogenous parameter Description North South

β Intertemporal discount factor 0.95 0.95
W Parental wealth 197,013 128,547
Y1 Parental income in t = 1 22,771 16,720
Y2 Parental income in t = 2 27,189 19,916
Y3 Parental income in t = 3 32,194 23,530
Y4 Parental income in t = 4 35,297 25,334
H1 Housing cost in t = 1 3,694 2,367
H2 Housing cost in t = 2 4,992 2,933
H3 Housing cost in t = 3 6,510 3,869
H4 Housing cost in t = 4 7,393 4,370
q1 Share of good-quality jobs in t = 1 0.23 0.26
q2 Share of good-quality jobs in t = 2 0.91 0.66
q3 Share of good-quality jobs in t = 3 0.99 0.75
q4 Share of good-quality jobs in t = 4 0.97 0.96

Estimated parameters Description North South

α0 Wage: constant term 8.69 8.63
α1 Wage: return on experience 1.08 1.12
α2 Wage: return on job quality 0.12 0.10
σu Wage: variance of error term 0.16 0.04
γ0 Privacy cost: constant term 5,250 1,132
γ1 Privacy cost: change from aging 4,741 8,521
γ2 Privacy cost: change from being married 2,358 2,606
ση Privacy cost: variance of error term 3,629 9,199
φ1 Parental transfers if st = 1 and et = 1 0.34 0.85
φ2 Parental non-monetary transfers if st = 1 and et = 1 0.02 0.02
φ3 Parental transfers if st = 1 and et = 0 0.51 0.52
φ4 Parental non-monetary transfers if st = 1 and et = 0 0.07 0.13
φ5 Parental monetary transfer if st = 0 0.12 0.13
ρ0 Utility from marriage: constant term -5,012 -9,347
ρ1 Utility from marriage: change from aging 2,546 4,862
ρ2 Utility from marriage: social norm effect -6,873 -20,135
σε Utility from marriage: variance of error term 14,518 21,016
v1 Bellman’s equation: continuation value from employment 12,627 2,626
v2 Bellman’s equation: continuation value from marriage 7,193 8,193
π1 Job arrival probability in t = 1 0.65 0.30
π2 Job arrival probability in t = 2 1.0 0.83
π3 Job arrival probability in t = 3 1.0 1.0
π4 Job arrival probability in t = 4 0.97 0.94
fire1 Probability of loosing a good-quality job 0.04 0.05
fire2 Probability of loosing a bad-quality job 0.16 0.91
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Table 6: Counterfactual experiments: effect on the home leaving choice

- North -

Age class
20-24 25-29 30-34 35-39

Simulated patterns: 83.3 51.6 24.1 6.5
Changes in labor market conditions:
Full UB coverage -0.0 -3.6 -0.6 -0.0
Lower wages +0.8 +0.4 +0.8 +0.1
Higher job arrival probability -6.7 +2.1 -0.3 -0.1

Changes in parental resources:
Income -20% -6.5 -11.4 -8.5 -1.8
Income +20% +5.6 +11.6 +12.1 +4.0
Wealth -10% -2.2 -3.8 -2.6 -0.6
Wealth +10% +2.5 +3.8 +2.8 +0.9

Changes in housing market:
Housing cost -20% -4.8 -9.4 -7.8 -1.7
Housing cost to youngest (30%) -7.1 -0.0 -0.1 -0.0

Changes in social interaction:
No peer effect (ρ2 = 0) -4.8 -9.8 -4.0 -0,6

- South -

Age class
20-24 25-29 30-34 35-39

Simulated patterns: 92.1 64.6 38.5 11.8
Changes in labor market conditions:
Full UB coverage -0.0 -4.6 -5.1 -1.1
Lower wages +0.0 +0.0 -0.0 +0.0
Higher job arrival probability -12.6 -7.2 -5.0 -1.1

Changes in parental resources:
Income -20% -3.3 -9.8 -11.3 -5.6
Income +20% +2.3 +9.3 +13.1 +8.5
Wealth -10% -1.5 -2.3 -2.5 -1.1
Wealth +10% +1.0 +2.1 +2.6 +1.0

Changes in housing market:
Housing cost -20% -0.7 -2.2 -3.1 -1.7
Housing cost to youngest (30%) -1.2 -0.0 -0.0 -0.0

Changes in social interaction:
No peer effect (ρ2 = 0) -1.6 -6.4 -4.0 -0.9

Note: Differences in percentage points with respect to the simulated patterns.

Sign in front of zero variations refers to decimals of higher order.
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Table 7: Counterfactual experiments: effect on the employment choice

- North -

Age class
20-24 25-29 30-34 35-39

Simulated patterns: 68.8 90.8 95.3 96.1
Changes in labor market conditions:
Full UB coverage -0.0 +6.5 +0.7 +0.0
Lower wages -17.7 -10.9 -3.9 -0.2
Higher job arrival probability +27.9 -3.9 +0.3 +0.1

- South -

Age class
20-24 25-29 30-34 35-39

Simulated patterns: 26.4 68.6 78.3 87.6
Changes in labor market conditions:
Full UB coverage -0.0 +17.2 +17.2 +7.6
Lower wages +0.0 +0.0 -0.0 +0.0
Higher job arrival probability +72.5 +26.3 +16.7 +7.5

Note: Differences in percentage points with respect to the simulated patterns.

Sign in front of zero variations refers to decimals of higher order.
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Table 8: Counterfactual experiments: effect on the marriage choice

- North -

Age class
20-24 25-29 30-34 35-39

Simulated patterns: 6.2 20.0 42.4 74.2
Changes in labor market conditions:
Full UB coverage -0.0 +0.2 +0.1 +0.0
Lower wages -0.0 -0.1 -0.1 +0.0
Higher job arrival probability +0.2 +0.0 +0.0 +0.0

Changes in parental resources:
Income -20% +0.3 +0.7 +0.8 +0.0
Income +20% -0.2 -0.8 -1.1 -0.1
Wealth -10% +0.1 +0.3 +0.2 +0.0
Wealth +10% -0.1 -0.3 -0.4 -0.0

Changes in housing market:
Housing cost -20% +0.2 +0.6 +0.7 +0.1
Housing cost to youngest (30%) +0.3 +0.1 +0.1 +0.0

Changes in social interaction:
No peer effect (ρ2 = 0) +27.1 +21.2 +7.0 +5.1

- South -

Age class
20-24 25-29 30-34 35-39

Simulated patterns: 4.1 16.2 40.2 63.5
Changes in labor market conditions:
Full UB coverage -0.0 +0.1 +0.2 +0.0
Lower wages -0.0 -0.0 -0.0 +0.0
Higher job arrival probability +0.0 +0.0 +0.0 +0.0

Changes in parental resources:
Income -20% +0.1 +0.3 +0.4 +0.1
Income +20% -0.1 -0.3 -0.7 -0.2
Wealth -10% +0.0 +0.1 +0.0 +0.0
Wealth +10% +0.0 -0.1 -0.1 +0.0

Changes in housing market:
Housing cost -20% +0.0 +0.1 +0.1 +0.0
Housing cost to youngest (30%) +0.0 +0.0 +0.0 +0.0

Changes in social interaction:
No peer effect (ρ2 = 0) +35.8 +29.1 +11.6 +5.9

Note: Differences in percentage points with respect to the simulated patterns.

Sign in front of zero variations refers to decimals of higher order.
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Figures

Figure 1: Transition to adulthood in Italy and the US
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Figure 2: Fitting: Transition to adulthood
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Figure 3: Fitting: Selected choice combinations
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Figure 4: Fitting: wage mean and standard deviation
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Appendices

A Existence of an equilibrium

Since the mean age at marriage t̄e is bounded in [0, T ], an equilibrium exists as long
as t̄e is continuous in te. Given te, the average age at marriage is given by

t̄e =

∫
E
t(te, ε̄)dP (ε̄) (∗)

where ε̄ is a particular realization of shocks in R3×5 and E is the appropriate sigma
algebra16. A sufficient condition for the continuity of t̄e is that t(te, ε) is continuous a.s.
To show that t(te, ε) is continuous a.s. in te, consider the problem of an individual at
time t. The history of the shocks realized up to time t−1 fully describes her state. Let
call this history ε̄t−1 ∈ R3×t−1. Whatever her choices on co-residence and employment,
the choice of marrying or not problem pins down to the comparison of two values both
depending on te and on the realization of the shocks up to period t:{

V do
t = Vt(t

e, ε̄t) + utility from marrying, if agent marries
V dont
t = Vt(t

e, ε̄t) + utility from not marrying, otherwise

Since both value functions are linear, it is easy to show that those with V do
t > V dont

t

or V do
t < V dont

t would not change their choices for small variations in te. This is not
true for those who are indifferent indifferent between the two alternatives, but since
their measure is zero, then (∗) can be written as the sum of continuous functions and
of zeros and t̄e is therefore continuous in te.

B Data appendix

The analysis uses two databases: the Survey of Households’ Income and Wealth (SHIW)
for Italy, and the Integrated Public Use Microdata Series of the Current Population
Survey (IPUMS-CPS) for the United States. The former is provided by the Bank of
Italy and contains information on income, savings, wealth and other socioeconomic
indicators of Italian families; the historical database is updated every two years17 and
currently goes from 1977 to 2014 with data on about 8,000 households and 24,000 in-
dividuals. The IPUMS-CPS is an integrated set of data from 53 years (1962-2015) of
the March Current Population Survey (CPS) produced by the Minnesota Population
Center. Both the SHIW and the IPUMS-CPS are stratified samples and weights are
used to avoid biased estimates.

I use SHIW and IPUMS-CPS data for the period 1989-2014 and focus on the cohort
1970-1974. The choice is made because this is the cohort youngest fully observable in

16One way to build the sigma algebra is to divide R3×5 in six disjoint sets : O1 = {Ω1 × R3×4}, O2 =
{Ω2 × R3×3}, O3 = {Ω3 × R3×2}, O4 = {Ω4 × R3×1}, O5 = {Ω5}, and O0 = R3×5\{∪Ot}. where Ωt is the
set of all shocks up to period t for which the individual marries exactly in t, and O0 is the set of individuals
that never marry.

17Except for the waves 1995 and 1998 which are three years apart.
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the data collection (those born in 1974 turned 40 in 2014). For both countries, the
fact that I consider individuals born in a certain time interval implies that the same
age is observed in more than one sample year, except for the youngest individuals
which is therefore under-represented. In the SHIW the problem is more severe. It
provides observations in the years: 1989, 1991, 1993, 1995, 1998, 2000, 2002, 2004,
2006, 2008, 2010, 2012 and 2014. Therefore, the ages 15 and 16 are observed only
in one wave. This issue has been partially overcome by grouping ages into five age
classes: 15 to 19 years old, 20 to 24, 25 to 29, 30 to 34, and 35 to 39. The first age class
remains under-represented in both samples, but since individuals of that age tend to
behave very similarly, the reduced variation compensates for the under-representation.
Observations are uniquely identified by the triple: year of the interview, household
identity number, and person identity number. The use of two data sources creates is-
sues in terms of comparability and consistent variable construction. The IPUMS-CPS
database is richer than the SHIW both in terms of number of observations and in terms
of frequency (annual instead of biannual). For this reason, I first selected the variables
of interest from the Italian database and then built the correspondent variables for the
United States. Consistency and comparability issues will be discussed below for each
variable.
Residential arrangement. An individual is considered to live with his/her parents if
the following conditions are met: (i) he/she is defined as the son/daughter of the head
of the household, and (ii) he/she is not the main income earner. To verify the first
condition in SHIW, I use the variable parent which locates the (unique) head of the
household (HH) and characterizes the other members as partner, son or daughter, par-
ent, other relative, or other members not related to the HH. This classification creates
problems for relating parents and own children. In fact, it is not clear how individuals
classify their step-children who could be either registered as ’son or daughter’, ’other
relatives’ or ’other members not related to the HH’. Since these categories represent
only 3 percent of the sample and group very heterogeneous types, I interpreted the first
condition strictly by included only those defined as ’son or daughter’. In IPUMS-CPS,
an analogous construction is made with the variable relate which distinguish children
and step-children. The condition of not being the main source of income in the family
has been imposed in order to control for those cases in which the children are actually
independent but rejoined their parents to take care of them. The main income earner is
defined as the household member with the highest net personal income. This variable
(cfred) is provided by the SHIW for all individuals. Instead, it is not provided directly
in IPUMS-CPS, but I constructed it by defining as main income earner the household
member with the highest total income (inctot). It should be noticed that this income
condition implies that similar cases might be treated very differently: a child earning
100 euros less than the father would result as independent while his brother who earn
100 more, would be registered as living with the parents. In fact, such cases are very
rare in the data.
Employment status. The employment status is obtained from the SHIW variable
that describes the professional status of the individual at the time of the interview
(apqual). In IPUMS-CPS the correspondent information is taken from empstat.
Marital status. The information on the marital status comes from the variables
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staciv, in SHIW, and marstat in IPUMS-CPS. Data on the marital status are provided
for all individuals and appear consistent with the age profiles (no one is reported as
married before the age of 18).
Educational attainment. I distinguish between three educational levels:

1. Less than high school, if studio is up to ’professional high school diploma’;

2. High school graduate, if studio is at least ’high school diploma’;

3. University graduate, if studio is at least ’bachelor’s degree’

I also built a dummy variable to locate those defined as ’student’ in apqual (student),
but it should be pointed out that the options ’student’ and ’worker’ are alternatives
in apqual. This implies that since I cannot locate students who work part time and
workers who study part time, the employment rates of younger individuals might be
biased downward.
Disposable income and wages. The SHIW questionnaire provides after-tax amounts
of personal income from employment, self-employment and other sources. I focus on
the income from employment (YL) and self-employment (YM). YL is always positive
while YM can be also negative because it includes (possibly negative) profits from busi-
ness activities. I use the aggregate YL because I am interested in the choice of entering
the labor market rather than in the choice between employment and self-employment.
YL is the most important income source for individuals between 15 and 39 years old
(about 8 out of 10 individuals are reported as employed).
Housing costs. The SHIW contains information on: rent, mortgage payments, util-
ities, extraordinary maintenance, furniture, household appliances at household level.
The variable rent is given by the amount of rent paid (tfitto) and, if not available (pos-
sibly because the family is the owner), by an estimate of the rent at which the place
could be rented (tfitimp). Utilities are instead measured as the difference between the
monthly average spending in all consumption (cons) and the monthly average spending
in consumption only (jconsal). Data on the above four variables are available for all
households with no missing observations.
Parental resources. Two types of parental resources are used: the after-tax total
income (Y ) and the net wealth (W ). While the latter is always non negative, income
can be negative as it is computed indirectly from the aggregation of several income
sources and some of those, such as business profits, can be negative. To overcome
this problem, I took the average values of both income and wealth for the selected
households, distinguished by the geographic area of residence to be consistent with the
assigned level of housing costs.
Geographic areas. The SHIW questionnaire provides the region of residency and
groups them in three macro areas (area3 ): North, Center, and South and islands. I
re-define the areas into two macro regions: North and South. The regions in “North”
are those recorded as either “North” or “Center” in area3.
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