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Abstract—This paper explores the extent of the gap in poverty
rates between immigrant and native households in Spanish regions
and assess to what extent regiona differences in individua and
contextual characteristics can explain the divergences in such a gap.
By using multilevel techniques and European Union Survey on
Income and Living Conditions, we estimate immigrant households
experiments an increase of 76 per cent in the odds of being poor
compared with a native one when we control by individua variables.
In relation to regional differences in the risk of poverty, regional-
level variables have higher effect in the reduction of these differences
than individua variables.
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|. INTRODUCTION

N recent decades, the socia interest on the phenomenon of

immigration in the Southern Europe countries has
significantly increased, especially as migrant inflows from
developing countries have enlarged. Some countries, as Spain,
have experienced large-scale immigration in the 1990s and
2000s for the first time in modern history both from Europe
and from other continents, with considerable immigration
flows from low- and middle-income countries, such as
Romania, Morocco and Latin America (Ecuador, Colombia,
Bolivia...). This increment in immigration in Spain has been
accompanied by a growing concern among the national public
opinion about the social and economic implications of this
impressive raise of immigration flows[13].

In the framework of the connection between immigration
and poverty, the purpose of this paper is to examine the extent
of the gap in poverty rates between immigrant and native
households in Spanish regions. Likewise, we aim to investigate
whether the regional differences concerning the effect of
immigration on the poverty rate can be explained by
differences between the regions in the composition of their
populations (micro-level or individual perspective) or by
global characteristics of the regions (macro-level or contextual
perspective). To that end, we use the European Union Survey
on Income and Living Conditions (EU-SILC from now on) for
the year 2008.

In the existing literature, two distinct approaches have been
considered to explain poverty: micro and macro-level
approaches. The former approach effectively scrutinizes the
precise mechanisms of individual poverty, but omits the
information for the country or region characteristics; although,
as pointed out by [9], such macro-level differences manifest at
the individual level.

Elena Barcena-Martin is with University of Malaga, Department Statistics
and Econometrics 68, Campus El Ejido, E-29071 Méaaga, Spain. (Phone:
+34-952131191. Fax: +34-952131294. E-mail: barcenae@uma.es).

Salvador Pérez Moreno is with University of Mélaga, Department
Economic Policy, Campus El Ejido, E-29071 Mélaga, Spain. (Phone: +34-
952131280. Fax: +34-952137259. E-mail: sperezmoreno@uma.es).

Alternatively, macro-level studies may suffer from a black-
box problem of causal inference because micro-level
mechanisms are unobserved [22]. Moreover, macro-level
studies can only control for individual characteristics such as
family structure at the aggregate level (e.g. the rate of single
motherhood). Given these considerations, we understand a
clear need for research that combines micro and macro-level.
In this sense, we aim to explicitly add the macro-level
dimension to the predominantly individually oriented study
field of poverty. Our analysis method took advantage of
multilevel techniques especially suited for the analysis of such
mixed-level data.

The paper is structured as follows: next section revises some
significant papers on the study of the gap in poverty rates
between immigrant and native households. Section 3 reviews
important hypothesis from the individual and contextual
perspectives on poverty. Section 4 describes the data used and
the variables introduced in the study. The method of analysisis
explained in section 5. Section 6 presents and discusses the
results of our analysis. The final section concludes.

I1.BACKGROUND

The relationship between immigration and poverty
congtitute a subject of increasing interest in high-income
OECD countries, because of the importance of both
phenomena and the close linkages between them. Although
this topic has received considerable attention from a number of
researchers especialy in the US, Canada and Nordic countries,
so far very few relevant studies exist on immigrant poverty in
host countries in Southern Europe, despite the importance of
immigration in these countries.

The existing literature mainly comprises cross-section
analysis of the low income shares by countries of origin or
ethnic origin relative to the native population in the destination
country. In genera, the studies highlight big differences
regarding the poverty risk. For the United States, for instance,
[7]1 finds, for 1980 data, higher poverty rates among
immigrants, with a range between 6 and 37 per cent in the
poverty rates for 42 groups of immigrants by national origin.
Likewise, [14] show that, although over the 1994-2000 period
poverty rates fell much more quickly for immigrants than for
natives, in 2000 the poverty rates of immigrants in New Y ork
and California were 19.1 and 20.3 per cent (22.2 and 26.8 for
recent immigrants), against poverty rates of U.S. natives
around 11.4 and 9.1, respectively. Reference [40] focuses on
the analysis of the socio-demographic profile characterizing
the immigration from Eastern Europe in the U.S., examining
its income levels and the poverty status (at the individual and
family levels). He observes awide diversity in terms of income
and poverty levels among people coming from different
Eastern European countries, though in genera the poverty
rates of the immigrants coming from these countries are
similar to those of people coming from Mexico, and
significantly higher than the poverty rate of native population.
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In this context, [39] states that, although a gtowt the
proportion foreign born is expected to increase riagonal
poverty rate, it is important to take into accouthiat
immigration alters the relative supplies of workength
different skill levels, which may influence the vesgand
employment of both migrants and natives. They assies
impact of immigration on native poverty rates amaly
sensitivity of native employment and earnings twlar supply
shifts, and conclude, with results by race/ethpjcithat
immigration in the US between 1970 and 2005 hadigibte
effects on poverty overall.

Other researches for Canada, such as [27], alécabedthat
immigrants are consistently overrepresented ambagpbor.
Their poverty rates are particularly high in largéies, which

have larger concentrations of immigrants, and among,

immigrants, the poverty rates are higher for visitslinorities,
who are mostly recent immigrants. The authors dagved
series of logistic regression models by using 1€@fia and
three sets of potential contributors —human
assimilation and structural factors—, and find tat first two
are more relevant to explain poverty status. THey eeveal
that the human capital factors were
immigrants than for natives in terms of changepdmerty. As
well, with Canadian data for the period 1980-20084]
observe a strong increase in low-income rates amooge
recent cohorts of immigrants, and perceive tha than half
of the increase in low-income
immigrants can be explained by changes in composiiif a
number of relevant background factor®n the other hand,
[18] uses two specifications of logistic regressioand
examines how the profile of low-income recent immaigs
differs in many aspects from that of other low-imeonatives.
All characteristics being equal, recent immigrarie at
greater risk of poverty than earlier immigrants aadgive-born
Canadians. However, having paid employment, accatingl a
reasonable number of hours of work and being faatfamily
with more than one potential breadwinner are charatics
that help recent immigrants avoid poverty, as tteyfor the
rest of the population. Nonetheless, recent immigralo not
benefit as much from personal characteristics fealne to
labour market participation such as having a higeeel of
education, having more labour market experiencel, ot
having work-limiting disabilities.

In Europe, we find significant contributions in thierature
regarding some countries, mostly Nordic countrigsference
[19]-[20], for example, examine assimilation effecbn
poverty among immigrants in Norway and verify thae
number of years since migration does indeed have
significantly negative effect on the probability loéing poor,
but the extent of the effect varies substantiaktyoas the
different ethnic groups. They point out that thiegative
relationship between years since migration andptisability
of being poor surely lie with the labour markettj@pation of
immigrants. In fact, a certain degree of assinglatiof
immigrant wages relative to the native populatias tbeen
repeatedly proven (see, among others, [15], [6]U8 [26],
[29], [2] for Norway).

capital

less decisioe f

rates among post-1980

For Sweden, [23]-[24] shows that there are diffeesn
between immigrants and natives in disposable incantkin
the probability of having a low disposable incoraed they
remain when factors such as age, gender, educatidrcivil
status are controlled. Likewise, the differencedisposable
income are smaller than the differences in incormefwork,
although the tax and transfer system not completely
counterbalance. A notable finding of the latterdgtus also
that in times of recession, the earnings gap betwee
immigrants from European countries and natives iesna
stable, while the earnings gap between non-European
immigrants and natives at the bottom of the eaming
distribution increases substantially.

For Denmark, [33] analyses the annual incidengeookrty
84-2007 separately for natives and for immigrdntsn
Western and non-Western countries, as well as emtdyexit
rates relative to poverty and persistence of pgvint these
tlhree population groups. Among other findings, bsewve a
stable and low poverty level for natives in conttasa strong
increase for non-Western immigrants from about &agent to
about 50 per cent, until the poverty share stadsliaround this
higher level from the mid-1990s. The profile is th&come of
a complex interaction between changes in arrivatepss,
countries of origin, and waves of refugees entefiog the
mid-1980s to the mid-1990s.

As these Nordic countries share to a large extemtsame
Institutional structure regarding the welfare stated the
labour market, some authors have carried out caatipar
studies on immigrant poverty in these countries.ekample
are [4]-[5], who examine determinants of relativeverty
among immigrants and natives in Denmark and Sweldeng
the 1980s and 1990s. They find that immigrants Hagher
poverty rates than natives in both countries, dafiecin
Denmark, as well as big differences in the impactipoverty
risk by national origin and duration of residenddéey also
detect significantly higher poverty rates for peopbed below
30, for those with low educational qualificatiorisr women,
for persons living in families with many childreand for
single adults living with one or more children. Retdjng the
different poverty profiles between immigrants ineglen and
Denmark, they conclude that it seems to reflect twain
important factors: compositional differences conesg the
stock and flows of immigrants to Sweden and Denmanid
differences in the structure and trend of inconamgfers to
families with children.

Other comparative studies, such as [21], deal with
igmigrant child poverty indeed. The mentioned work
researches immigrant and native child poverty imibark,
Norway and Sweden from 1993 to 2001, and confirsisang
overrepresentation of immigrant children from lomdamiddle
income countries. Besides showing that child pgveates are
generally high shortly after arrival to the new ooy, their
multivariate analysis suggests that parents yedrges
immigration and education considerably affect mesit child
poverty. On the other hand, although there are broad
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similarities in immigrant child poverty in the tlrecountries, - Employment Status Hypothesitis hypothesis refers to the
some notable differences across countries do edist. role of the labor market in preventing and resgvéituations
particular, Denmark stands out as the country whenaigrant of poverty. Employment status is presumed to play a
child poverty is largely stable at the highest lefee the three significant role in explaining poverty. Unemployeaind
countries, and has the highest persistence. inactive people or those working few hours face ighh
Although this research field has little traditiom $outhern likelihood of poverty [17]. Following previous litature, we
European countries, there exist in the literatuemes expect the employment status to affect nativesiammigrant

noteworthy specific studies. A significant exame[30], a with different intensity.

pioneering work in Spain in this subject, which lexps the
relationship between immigration and poverty iniSgar the
years 2004-2008. They observe that both moderatesewvere
poverty are more acute for immigrants than for vesti and
social transfers do not substantially amend thisatbn of the
former group. In addition, they show that the difet poverty
risk faced by natives and immigrant is irrespectbfebasic

- Household Structure HypothesiReference [42] highlight
the fact that single women more often take careluliren
than men, either the group of women were never iethior
cohabited, or the group of divorced women. Childrearing
is costly in time, then women with children are mdikely not
to work or to work part-time, and even in the casaorking
full time, the choice of jobs is restricted to thosot being

household and demographic characteristics, angsstne very time demanding. Consequently, we would expectt, fisat

recent nature of Spanish immigration flows.

IIl. HYPOTHESES

In this section we present the usual hypothesdsettdain
the determinants of poverty, considering jointlyttbanicro

those households with dependent children exhibitremo
probability to be poor. Secondly, that those indiddls who
have never been married or cohabited exhibit moobability
to be poor as those divorced or separated couklvesome
income through payment alimentation, or widow paytse
We would like to know if the natives and immigrardee

and macro hypotheses. From the micro perspectiee thftected in the same way by the household structress-
corresponding hypotheses are the following. national differences in poverty may be partly eipd by

- Immigration Hypothesis The previous literature review dissimilarities in the institutional framework and in socio-
shows that there are differences between immigramg €conomic structural factors among regions. In tegpect, we

natives in disposable income and in the probabilitpaving a
low disposable income. Regardless of the countostrof the
studies find that immigrants are at greater rispaferty than
natives.

present some hypotheses from a macro-perspectahgsan

- Welfare State HypothesiFhis hypothesis is based on the
idea of welfare state generosity, in particulag tiigher the
social security benefits, the more likely peopld wioss the

- Gender HypothesisThe conventional view considers thatPoverty line. Welfare states reduce the cost obunhate life

women are more often poor than men. However, sapers
highlight that women are over-represented amomgspoor in
some countries, but under-represented in other} [88]-

[38]. We also consider that gender affects to inmerits in a
different way than to natives.

events and risks, and distribute economic resournese
favorable to the poor. This idea is defended in [88 [11].

- Immigration Population Hypothesi®\s we widely argue in
the previous section, immigrants are overrepregeataong
the poor, and their poverty rates are generalhhdrigthan

- Human Capital HypothesisSince the possession of humaratives in larger cities. We expect that thosengivin regions

capital leads to better jobs and more financialggg we can
derive that people with lower education level haigher
poverty risk. In this line, [41] finds that highdevels of
education correspond to lower levels of povertyfingel in
different dimensions. We, then, expect that bettducated
people show smaller poverty rates. We expect teeffect of
level of education over the poverty risk of the igrants is
weaker than for the natives.

with higher immigration level show higher poverates.

- Labor Market Hypothesis Unemployment constitutes a
serious problem for the unemployed individuals thelves
and for the overall economy. It is obvious thatgeavho are
unemployed are losing the opportunity to earn inepgain
work experience and training, and even receiveréupotential
social benefits. That is, unemployment involveseglide in
living standards. Therefore, we expect that indiaid living

- Age HypothesisThis hypothesis relies on the demographi# regions with higher unemployment rate experiehigher
composition of the population. Poverty rates argdaamong sk of poverty.

older than among middle age individualg becausgqlber - Scholarships and Grants HypothesiEhis hypothesis is
ones do not accumulate more human capital, doardicipate  pased on the idea that the higher the expense haiasships

in the profits of emancipation. On the other hagpakerty rates 5q grants in one region, the more opportunitiee th

are higher among younger than among middle age, onggjividuals have to study and therefore they areentiely to

because they are incorporating to the labor maiketrefore,
regional level differences in age can partly explaross-

regional immigrant differences in poverty. We arksoa

interested in knowing to what extent natives andignants
are affected in the same way by age.

escape from poverty

IV. DATA AND MEASUREMENTISSUES
To reach our goals, we use the EU-SILC data setighan
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international database that consists of countrycifipe
comparable data. Specifically, to perform our asialywe
work with data for Spain for 2008. The analysigdsried out
over 13,004 households in Spain from 17 differeegions.
We have clustered some Spanish regions
(Cantabria, Castilla y Ledn, Castilla-La ManchatrEmadura,
and Pais Vasco), as well as considering Ceuta aelillaV
together, because of data on immigration on thegmms are
not individually representative. Table 1 includes humber of
households analyzed by region and the proportion
immigrants in the dataset.

TABLE |
NUMBERS OF HOUSEHOLDS

Observations Immigrants
Galicie 927 3.6%
Asturias 622 5.6%
Navarré 44¢ 6.2%
La Rioja 396 13.8%
Aragén 568 7.0%
Madrid 98¢t 15.8%
Catalufia 1426 9.4%
C. Valenciana 1031 9.3%
lles Balear 464 12.3%
Andalucia 1565 4.5%
Murcia 52¢ 11.5%
Canarias 633 8.3%
Ceuta y Melilla 251 15.0%
Res 315¢ 3.3%
TABLE Il
POVERTY RATES
TOTAL INMIGRANT NATIVE
Stand. Stand. Stand.
Region: Pool Err. Pool Err. Pool Err.
Galicie 0.21 0.013¢ 0.28 0.078¢ 0.21 0.013¢
Asturias 0.12 0.0132 0.24 0.0810 0.12 0.0133
Navarra 0.07 0.0117 0.20 0.0746 0.06 0.0112
La Rioja 0.19 0.0199 047 0.0744 0.15 0.0192
Arag6n 0.13 0.0141 0.24 0.0772 0.12 0.0142
Madrid 0.15 0.0112 0.35 0.0456 0.11 0.0105
Catalufii 0.1: 0.008¢ 0.21 0.037¢ 0.1z 0.008¢
C.Valencian 0.2C 0.012¢ 0.4¢4 0.053: 0.1¢ 0.012¢
lles Balear 0.1¢ 0.016( 0.2C 0.051« 0.1z 0.016¢
Andalucit 0.2¢ 0.011¢ 0.3C 0.055¢ 0.2¢ 0.011¢
Murcia 0.25 0.0188 0.41 0.0724 0.23 0.0192
Canarias 0.25 0.0172 0.30 0.0633 0.24 0.0179
Ceutay
Melilla 0.33 0.0297 053 0.0809 0.29 0.0313
Rest 0.21  0.0072 0.29 0.0450 0.21 0.0073
Spain 0.20 0.0035 0.31 0.0158 0.19 0.0035

Immigrants account for 7.9 per cent of the totgbydation
being Madrid the region with the highest proportiofi
immigrants (about 16 per cent) and Galicia theaegiith the
smallest.

in a grou

A.Definition of poverty

Among the different options to define poverty prego in
the literature, we have chosen an objective, redatiefinition.
Individuals are counted as poor if their houseldikposable

eauivalent incomé (yi) falls below 60 per cent of the
contemporary median equivalent income of the countrere

the individual lives. We defing; as the individual equivalent
coefficients determined by membgs age and role in the
hfousehold We use the modified-OECD equivalencde'sca

We also deflney‘ as each individual member’s total annual
monetary income. Given that definitions, the tdtalisehold
equivalent income is defined by the following exgsien:

ki
Dyl
yi =%

K
2,
I8
k;
2.4

=7 is the number of equivalent members for each
ki ]

household i with k members, and Flyi is the total
household income. One thing that must be mentiosdtat
income data correspond to the year previous tostheey,
while information on the demographic composition of
households is referred to the time of the intervisee [16] for
some considerations to this respect).

where

B.Definition of immigrant

According to [30], we have two alternatives, inidifg the
immigrants, country of origin or citizenship. Theistence of
markedly different naturalization rules depending the
country of origin is a strong argument in favortio& former
criterion, as suggested by [10]-[11], [1]. Secondbllowing
another common procedure in the literature [8]],[125], the
migrant status of the household héaid allowed to be
determined by the national or immigrant conditioh the
household. Finally, other key methodological isseers to
which foreigners should be considered immigrantse EU
SILC only allows distinguishing between people bior$pain,
some country of the EU-25, the rest of Europe &edrést of
the world. We have considered as immigrants alls¢ho
households headed by a person born outside ‘$pain

In Table Il we present the poverty rates. We fihdtt on
average, 18.7 per cent of individuals living in inat
households (natives from now on) are poor, agafst per
cent of individuals living in immigrant househol@smigrants
from now on). By region, we find that poverty rédarger for
immigrants in all regions, and the immigration diffince$' in
poverty ranges from 1.4 percentage points in Arsialto 31.8
in La Rioja. Finally, notice that there are eighgions with
differences in poverty rates among immigrants aatives
greater than 10 percentage points. In Spain immigrare 7.9
per cent of the population, but they are 12.5 pat of the
poor population. Therefore, the share of immigrdmaie®w the
poverty line is much higher than the share of matithat are
poor, and this is the case for all the regionss Thct deserves
a close analysis.
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C.Definition of explanatory variables

The key variable in this analysislimmigrantcoded 1 if the
head of the household was born in a country diffefeom

To capture the effects behind tHemployment Status
Hypothesiswe define the variablenemployedbased on the
self-declared main activity status, in principletermined on

Spain. As previously commented immigrant householdge basis of the most time spent. Variahlaemployedis

account for 7.9 per cent of the total populationSpfain in

2008. To test the group of hypothesis that cornedpto

factors from the individual perspective (micro-leamalysis)
we choose the following variable$WVoman coded 1 if a
woman is the head of the household and O otheniike.
proportion of women household heads in the surs&gi5 per
cent while the proportion of women household heati®ng

immigrant is slightly higher (36.9 per cent) thatang natives
(34.3 per cent). Descriptive results for the vaeabntroduced
in the analysis are shown in Table 4. For theman Capital
Hypothesis we consider the variablEertiary, coded 1 if the
first stage of tertiary education (not leading dilg to an

advanced research qualification) or second stageertifiry

education (leading to an advanced research quildit) has
been attained by the head of the household andhérvaise.
Recall that in EU-SILC, the educational attainmefia person
is the highest level of an educational programpleson has
successfully completed and the study field of isgram.
The educational classification to be used is therhational
Standard Classification of Education (ISCED 199@ded

according to the seven ISCED-97 categories. In 2Q@8per
cent of households in Spain had a household hetdevtiary
education, almost the same proportion among immtgrand
natives.

TABLE lll
PROPORTIONOF IN MIGRANTS AMONG THE POOR

Immigran Stand. Ern
Galicia 4.30 0.01
Asturias 10.90 0.03
Navarr: 19.4:2 0.0¢
La Rioja 33.21 0.05
Aragon 13.07 0.03
Madrid 37.56 0.04
Catalufia 15.34 0.02
C. Valencian 20.0¢ 0.0z
lles Balears 17.55 0.04
Andalucia 4.76 0.01
Murcie 18.7( 0.0z
Canarias 9.90 0.02
Ceuta y Melille 24.30 0.0t
Rest 4.59 0.01
Spair 12.4¢ 0.01

To include the idea behind tiege Hypothesjswe include
two variables related to ageXoung if the head of the
household is below 20 years of age &@id, if above 65 years
of age. Therefore the age reference group is coedpdy
individuals between 20 and 65 years of age. We rgbsthat
the proportion of young head of household is smallmong
native households than in the case of immigrantsébalds
and the opposite occurs for old head of household.

coded 1 for those unemployed and O otherwise. Ehget
variable captures the person’s own perception eir tmain
activity at present. In 2008, 13.1 per cent of ialmigrant
households were unemployed, compared with 5.8 et af
the native households.

The Household Structure Hypothesis modeled through
the variableChildren, that represents the number of household
members aged 13 or less. Having children is moranton
among immigrants. In 2008, the mean number of dagen
children for native household was 0.51 against 0f68
immigrant household. We also include informationowtb
marital status, that is, the variatlarital _Statusis coded 1 if
the household head was never married, and 0 otherWhe
proportion of immigrants never married (21 per ¢éntigher
than the proportion of natives never married (12qest).

Similarly, to include the regional characteristicas
described before through the structural contexbliygsis, as
explanatory factors of the differences in poverty fegion
among natives and immigrants, we consider the vidtig
variables.

TABLE IV
MAIN CHARACTERISTICS IF THE IMMIGRANT AND NATIVE HOUSEHOLDS INSPAIN

TOTAL INMIGRANT NATIVE
Variable Mear Std. Mear Std Mear Std
womar 0.35 0.47¢ 0.37 0.48: 0.34 0.47¢
tertiary 0.27 0.44¢ 0.27 0.44¢ 0.27 0.44¢
young 0.0 0.22( 0.1z 0.33: 0.04 0.20¢
old 0.18 0.385 0.04 0.196 0.19 0.395
unemployed 0.06 0.244 0.13 0.338 0.06 0.234
children 0.54 0.809 0.93 0.990 0.51 0.783
marital_statu 0.12 0.33] 0.21 0.407 0.1z 0.32¢

To cover theWelfare State Hypothesiae use information
on expenditure on social protection in the regianalyzed,
provided by the statistical office of Spain (INHhe variable
Socialbenefit by region, measures the ratio of the total
population that receives social benefits. Navamd Blurcia
show the smallest ratios (less than 50 per centgwhGalicia
and Asturias the proportion of households thativesesocial
benefits is greater than 60 per cent.

Thelmmigration Population Hypothesis modeled through
the variable Immigresid which measures the number of
immigrant households as percentage of the totalbennof
households. The smallest rates correspond to AstuBalicia
and Andalusia while the highest belongs to Madrid.

Variable Countryunempwhich measures the percentage of
the population looking for job, captures thabour Market
Hypothesis Navarra is the region with the smallest propartio
of population in long term unemployment, while Gewnd
Melilla have the highest proportion, followed bydelusia.

To test theScholarships and Grants Hypothesige include
the variable Grant, obtained from records of Ministry of
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Education, and being the expenditure of the Mipisbf
Education in each region in terms of scholarshigbgrants as
a proportion of the GDP of the regioBrant varies between
0.07 per cent (Aragon) and 0.52 per cent (Anda)usia

Finally, we are interested in contrasting if imnaigts are
affected by these micro and macro-magnitudes instmae
way as natives, and therefore we include interadgoms.

V.THE MODEL

As presented in previous sections, our dependerdbles
will reflect the risk of being poor among Spanigygions.
Thus, we will consider binary dependent variablefiecting
whether or not poor. The logistic regression masi¢ypically
utilized to estimate that type of variables.

However, as pointed out by [9], due to the clustgrof
individuals within regions and the inclusion of iegal-level
variables, the standard logistic regression modhtes the
assumption of the independence of effos natural way to
analyze such a hierarchical data structure is €castextual
regression models. Contextual regression modelsgiate
variables at several levels of a hierarchy in onalysis.
Reference [28] notice three different approachesoimtextual
regression modeling: traditional non-hierarchicateasions
(e.g. separate regressions by region), classicaterwal
models (e.g. analysis of covariance) and moderrtilevé|
models (random components). Clearly, in separaessions
no regional-level explanatory variables can beudet in the
analysis. A major drawback of analysis of covarai that
the effects of regional-level explanatory variablese
confounded with the effects of region dummies. mutilevel
model, these effects can be separated out by gperiegion
membership as an unobserved random effect.

Reference [11] point that, traditionally, in norefarchical

We denote by, the response for individualin regionc,
and x. is an explanatory variable. A random intercept and
random slope model can be written as follows:

yic:ﬁO +ﬂlxic+ {Oc+§(lcxic+ Eic (1)
where &, designate the random intercept afddesignate the
random slope. The random effect§. and &, and the
individual level residualsg., are assumed to be independent
and to follow normal distributions with zero meafhe
random effects variances are extra parameters &stirated.

If they are significantly different from zero, theve can say
that regional differences are present in termsookpy and in
terms of the effect of immigration on poverty.

Formally, model (1) for the logit transformed haraate for
individuali belonging to regiore becomes accordingly:

Iog(Ppoor,ic /(1 - Ppoor,ic)) = ﬁo +ﬂl Xic + EOC +£lc: Xic (2)

wherePpooric =Pr(%c=1), ¥ being 1 if the individuai in region
C is poor.
In order to test our hypothesis we propose fouretsd
We use four different versions of (2). Model A,andom
random intercept and slope model with only one axatory
variablelmmigrant given by:

LOg (Ppoor,ic/(l'Ppoor,ic)): ﬂ0+ ﬂlx |mmigran‘c + {Oc +€rlc X
Immigrant, (A)

which allows us to investigate if there are indekfferences
between regions with respect to the effect of inmatign on
the risk of poverty. In this way we will test iféhevel of the

models the nested nature of the data has been eignofésponse varies over the clusters or regions athe iéffect of

completely. In classical contextual models and indern
multilevel models, individual and regional-levelrigbles can
be introduced simultaneously. These methods adelguean
split the variation into a between-individual leweld a within-
region level, but each in their own way. Classicahtextual
models let the intercept and/or the coefficients/va a fixed
way, while modern multilevel models allow the irtept
and/or the coefficients to vary randomly. We prafemodel
the nesting of individualsi, within region,c, using random
effects. We make random effects to take the fornbaih,
random intercepts and random coefficients, andgtioeiping

structure of the data consist of multiple levelsie$ted groups

(individuals nested into regions). The random effeare

Immigrantvaries over regions.

In order to analyze whether the differences in piyve
among region can be explained by compositionakdifices
(individual perspective) of their population we pose Model
B, which incorporates individual-level explanatorgriables

(Zc)-

LOg (Ppoor,ic/(l'Ppoor,ic)): ﬁ0+ /))lx Immigrantc + ,[))ZXZic +{Oc
+ & X Immigrant, (B)

We also propose Model C, which incorporates to Mdéde
the regional-level explanatory variables{)V

summarized according to their estimated variances a

covariances. Finally, it is worth mentioning thae trandom
effects model is a ‘unit specific’ rather than ‘pigttion
averaged’ approath

We would like to point out that this methodological

approach is the proper one to answer the type apqsed
goals. The alternative approaches yield also cosemdard
errors, but treat clustering as a nuisance. Sces, regional
differences are of substantive interest, we needodel in
which we can explore information behind clustering.

LOg (Ppoor,ic/(l'Ppoor,ic)): ﬁ0+ ,le Immigrantc + ,BSXWic +£0c
+ & x Immigrant. (C)

If the regional-level intercept variance&) is not
statistically significantly different from zero,¢h it is said that
the regional -level variables capture the regiaaalation and
there is not significant regional heterogeneity. laf the same
line, if the slope variance&) is not statistically significantly
different from zero, then it is said that the regiblevel
variables capture the regional variation in the igmation gap.
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TABLE VI TABLE V
LOGISTIC ESTIMATION RESULTS FOR PROBABILITY OF BEINGOOR(RANDOM LOGISTIC ESTIMATION RESULTS FOR PROBABILITY OF BEINGOOR(RANDOM
INTERCEPT) SLOPE AND INTERCEPY
Poor Model A Model B Model C Model C
Immigrant 1-902**_* 1-762*’_* 0.151 0.032 Poot Model A Model B Model C  Model C
[0.155] [0.458] [0.377] [0.087] Var sigma 1 0.067 0.040 0.002 0.000
Womai 1.290%+ 1.291%* [0.061]  [0.051]  [0.006]  [0.003]
[0.064] [0.064] Var sigma 0 0.081 0.082 0.262 0.032
Tertiaw 0.379*** 0.379%** [0041] [0,042] [0018] [0022]
Yount 0.85/ 0.84¢ [0.035]  [0.032]  [0.010]  [0.015]
[0.123 [0.123] p-value LR test of
S S nested model(no
Old 1.961 ' L1977 random slope) 0.0503 0.2778 1 1
[0.319] [0.323]
Unemployed 2.017%** 1.983%**
[0.276] [0.271] To test whether context effects have an effect ba t
Childrer 1.544% 1.537=+  differences among regions with respect to povesy gfter
o [0.072] [0.071]  controlling for salient individual predictors of perty, we
Marital_stat [g'gg;] [06%59(6] propose Model D, which incorporates both, individamad the
Inm_woma 0.92¢ 0.03¢ regional level variables:
[0.162] [0.164] )
Inm_tertiary 18110 1,799 Log (Buoor,i (1-Ppoor,id)= Bot+ f1x Immigrant; + foxZ; +
[0.395] [0.393] BaxWie + & + + EXImmigrant, (D)
Inm_young 1.207 1.210
[0.348] [0.351] VI. THE EMPIRICAL RESULTS
Inm_olc 0.86¢ 0.88: . i
[0.283] [0.288] We first test for the convenience of a random slojelel.
Inm_unempl 0.81% 0.801 Table 5 shows the estimation results for the imfereand slope
[0.222] [0.219] a2
Inm_childre 1.265* 1.265** variance % and El, respectively, and for the covariance
[0.117] [0.117] o
Inm_marital 0.571* 0570 petween the slope and the intercept,“fﬁ, for the four
Socialbenefi ;-8;: 016%? We first test whether there exist regional differes with
N [0.029] [0.030] respect to the immigrant effect. We test the reieeaof
Inmigresic 1.01¢ 1.02¢ . . . o
including the random slope in the model, it is, seepare the
[0.033] [0.035] . . .
Countryune 1.047% 1041+ (it of each model (A, B, C and D) for the risk oibg poor
0.019] [0.020] With random slope, with the fit of a version of Bamodel
Grant 0.99¢ 1.00C without random slope. We carry out a likelihoodadest to
[0.003] [0.003] assess the null hypothesis of no regional varidtiahe effect
Inm_socialb 1.046 1.068 of immigration on poverty. Table 5 also shows theape of
o [0.040] [0.043]  the likelihood ratio test. We find that in A modékere exist
Inm_inmigre 1.088* 1.101*  evidence of the differential regional effect fommgrants'. In
| [0.049] [0.052] contrast, there is no evidence of differential oegi effects for
*k 3 . . . .
nm_country 0.950 0.952 immigrants in models B, C and D. Hence the propedehis
| [8‘8;3] [g‘;):_‘” one with fixed immigrant effects. Consequently wanc
fim_gran [0‘004] [O' 00‘4] conclude that initially the immigrant effect is rnibe same for
Constan 0323+ 03214+ 0.026% 0.012% eagh region, but once we control for |r'1d|V|unaI.aBg|onaI
[0.035 [0.052 [0.047] [0.024] vgrlables apart from _ the fac_t of being |mm|gra_1r1mes:e
Var sigma 0 0.136 0.122 0.033 0.034 differences across regions vanish. As we cannetté¢fie null
[0.057] [0.0514 [0.018] [0.019] hypothesis of no random slope, we therefore reteeat model
Vpc 3.989 3.571 0.992 1.037 with a fixed coefficient for immigrant. Table 6 sh® the
Observation 1209t 1209t 1209t 1209t estimates for thes; coefficients and the intercept variance
Number of 14 14 14 14 o2
Log -6120 -5732 -6105 5721 %in the four models.

*** p<0.01, ** p<0.05, * p<0.1

We first focus on A model results of Table 6. lbgls that
for the ‘average’ individual we predict an increage90 per
cent in the odds of being poor for the immigrahtse do not
control for any other variable.
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Concerning the general hypothesis that
characteristics influence regional differences rega the risk
of being poor, we describe our results. As longvascontrol
for other individual variables apart from the val@a

individual We find that the addition of individual variable$ the

random intercept reduces the between regions \@iéinom
0.132 to 0.122). This reduction suggests that thteildution of
individuals by the characteristics analysed diffieosn region

Immigrant, the ‘average’ immigrant experiment an increase db region. However, to interpret the results théevant

76 per cent in the odds of being poor. Thereforestilehave

evidence of thelmmigration Hypothesis Related to the with

concept is the change in the variance of the ranthbencept
respect to total variance (individual and oegil

Gender Hypothesige find that in general women have highewvariance). We use the Variance Participation Coieffit

chances to be poor (29 per cent more) than merh Wépect
to the Human Capital Hypothesis, in general, irdirails with
a higher than secondary education are around 60querless
likely to be poor than those with a lower levelesfucation.
Nevertheless, this is not the case for the immigrBine fact of
being born outside Spain reduces the benefits ofhhaa
higher level of education. Reference [27] find mikr result
for Canada and conclude that the human capitabfaatere
less decisive for immigrants than for natives imm® of
changes in poverty. Also [18] assure that immigsat
Canada do not benefit as much from personal claisiits
favourable to labour market participation such asirlg a
higher level of education. And this happens to e ¢ase in
Spain. In general, elderly are twice as likely bs tmiddle-
aged heads to become poor as an evidence ofAge

(VPC). This ratio, allows us to capture the conttibn of the

explanatory variables to differences in poverty aghoegions.

In this sense, individual variables decrease thBcization of

between-region variance in the risk of being popr7t8 per

cent (compare VPC for Model B and for null ModelTiable

5b). Thus, all these findings lead us to concluthat t
population composition affects regional differencegarding

the risk of being poor.

Concerning our third general hypothesis that reajion

characteristics influences regional differencesardimg the
risk of being poor we describe our results. In trof the

Welfare StateHypothesiswe find that the odds of being poor

are not affected by the fact of living in a regieith a higher
proportion of households receiving social benefftkis is a
surprising result insofar as it reflects that dertimensions of

HypothesisHowever, we do not find evidence that support ththe welfare state may not reduce poverty. Concgrrifre
Age Hypothesisn relation to younger, and the effect of agémmigration Population Hypothesisve find that living in

over immigrant does not significantly differ frorhet effect
over the Spanish people. Unemployed individuals als®
twice as likely to be poor as those with a job device in
favour of Employment Status Hypothésiwith no specific
effect on the immigrants.

Furthermore, households with children are mordyike be
poor than those without children; in particular,thwieach
additional child the odds of being poor increasé&fyer cent,
even more in the case of immigrant households. d hesults
partially support theHousehold Structure Hypothesi$n
contrast, those native household heads that hawer feen
married compared to those who were married once st
differences in the risk of being poor. But the rtarstatus is
important for immigrants, for whom being marriedaigactor
that reduces the chances of being poor.

To sum up, we find evidence in favour of the fopedfic

regions where the proportion of immigrants is hdges not
affect the chances of being poor for natives, bdbes affect
to immigrants, increasing their odds of being poor.
Regarding thelLabour Market Hypothesiswe find that
living in a region with high rates of unemploymems a
negative effect on the probability of poverty (andu4 per
cent). This could be interpreted in the sensedhae you live
in a region with high rates of unemployment, yobamces of
being poor are higher than if you live in a regiaith a
smaller rate. Nevertheless, this effect is curiplsss intense
for the immigrants than for the natives, as the ignant
population does not seem to be affected as mucbeltpin
characteristics of the labour market. Finally, wadf no

evidence that support ttf&cholarships and Grants Hypothesis.

Regarding the immigration gap, we have to highlitet
when introducing regional specific variables themigration

hypotheses: Human Capital Hypothesis, Age Hyposhesigap vanishes as the varialllamigration is not statistically
Employment Status Hypothesis and Household Strectusignificant".

Hypothesis, and we can assert that having childmh not
being married have a more intense effect on immigitzan on
natives, while a higher level of education is ldssisive for
immigrants than for natives. As [30], we find thiadmigrants
face a higher poverty risk than natives and the igggpoverty
rates among Spanish and immigrant households is
explained by a different household composition iffecences
in the main socioeconomic characteristics. In otherds,
basic social and demographic characteristics os&lonlds do
not contribute to explain the gap in poverty ratest exists
between local and
explanation of this pattern might lie on the difiliies faced by
immigrants to benefit from the macro charactersstif the
region, in terms of access to social benefits abdur market
assimilation.

As before, to finally answer the third goal, we cheme
extra analysis. First, we test the relevance ofuifing the
context variables and the cross-level interactivvs.study the
change in between-region variance in the modetHferrisk of
being poor when we introduce regional-level vagskdnd the
robss-level interactions compared to the case withegional-
level variables (Model C vs. null Model). We cordduthat
regional effects significantly decrease the patition of
between-region variance regarding the risk of bgiogrby 74
per cent.

immigrant households. The passibl Finally, we include both types of variables, indival- and

regional-specific, in the model. The estimated ficiehts in B
and C are close to those of D, indicating robustnefsthe
estimation procedure. We conclude that, once werabhy
individual and context variables the immigrationpgia the
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same for all the Spanish regions but it is notistteally
significant. Second, both variables, individual-damgional-
specific, reduce regional differences in terms aivepty.
Regional-level variables reduce the proportion aotalt
variance due to between-region differences reggrthie risk
of being poor much more than individual level vhlés.
Third, even after introducing individual and/or i@al level
explicative variables, there is still a significapart of the
unexplained variance due to the regional differencehis
unexplained variance is indeed, picked up by thedoen
intercept.

VII. CONCLUSIONS

This paper analyses the relationship between inatiagr
and poverty in the Spanish regions. Usually, sosidéntists
have tended to emphasize individual characteristiexplain
poverty. In recent years, there has been a calbtvextualize
inequality within institutions and social relatioriBhis study
answers that call
composition of regions and contextual effects shygeodds
that households will be poor, and especially iSthéwo level
variables (micro and macroeconomics variables) anpthe
differences in the poverty gap among regions due
immigration. Our study aims to advance research thomn
contextual dimension in the predominantly indivitiga
oriented study field of poverty. To facilitate antagrated
approach that encompasses individual
dimensions, we used multilevel techniques thatespgecially
suited for the analysis of such mixed-level data py¥ovided,
as far as we know, the only multilevel analysespoferty
across Spanish regions.

From our analyses, we can conclude that, first,
immigration gap varies across regions, but onceaverol by
any of both, compositional and/or contextual e8ecthe
immigration effect is the same for all regions. fdiere,
region’s populations may differ in terms of the iindual
characteristics that increase the likelihood of igmant
becoming poor or, alternatively, the structural arditutional
context may directly influence the poverty risksimimigrant
and natives in different ways.

Concerning the explanatory power of the individieaiel
variables, we find that, on the one hand, havingigher
education prevents from being poor, but this effaftens by
the fact of being immigrant. On the other hand,ngei
immigrant, woman, old-aged and having children éase, in
general, the likelihood of being poor, but for ingmgnt having

by examining how the populatio

and context

2517-9411
No:6, 2012

affect natives. Regarding the immigration gap, whenalso
control by context variables and cross-level intBoms, the
gap vanishes.

Another finding is that regional effects turn oot éxplain
more regional differences in the poverty gap acreggons
than individual effects. Ultimately, the place dfth clearly
matters for immigrant's well-being, and, in turnpverty
outcomes across regions are undoubtedly shapedodigl s
policy design. We have confirmed that the immignatgap is
a consequence of the personal characteristics ef
population. However, the characteristics of thaéaegn which
an individual lives are even more relevant in terofisthe
deprivation of capabilities and immigrant biasegsent in
both societies and governments.

In the face of persistent immigration poverty gapgial
reformers have debated the merits of various pafittiatives.
On the basis of what we have reported above, w tthiat
some initiatives are important. The first is toaguize that the
hest way to reduce poverty is through education puid
experience. For immigrant, this
educational and training programs specifically ¢ded at
enhancing immigrant’s opportunities for joining ttebour

arket. Therefore, putting an end to immigrant'sgrey and
providing better economic opportunities for all ingnants
will require specific policy actions to ensure thatmigrant
receive the pay they deserve, enjoy equal workonglitions,
f}d have access to higher-paying jobs. Any stratteafyrelies
on paid work as the main route out of poverty niostude
actions that specifically address immigrant’'s disadaged
labour market position and the various obstaclesday low
income immigrants who want to take up paid work.

the It is widely accepted that Spain, along with ottleveloped

nations, needs immigration, but it needs to do seemus
thinking about immigration and move quickly towasdund
policies. Given the importance of the macro chamgstics of
the region when explaining regional poverty diffeses, and
given the reduced access of immigrants to benefih fthose
macro characteristics, one significant policy reguient for
protecting immigrants from poverty could be the ioyement
of immigrants' access to employment as well as ublip
services (health, education, and housing) and lspéection.
Such a policy measure would put a disproportiorsitain
upon those regions where a large number of immigrare
concentrated, requiring a financial adjustment sEne@gions.
Concerns about drains on public finances should et
exaggerated, given the revenues generated by imntgyr

children and being married have a more intenseceffe((Nfough payments of taxes and social securityrdmitions)

Regarding the immigration gap, when we controlrgividual
variables we obtain that an immigrant householdegrpents
an increase of 76 per cent in the odds of being pompared
with a native one, and there is not enough evidehae the
immigrant effect differ across regions.

Respecting the explanatory power of the contexXmadt
variables, the evidence supports that the level
unemployment in the region impacts on the risk&hf poor
having a differential effect for immigrants.

Even more, the proportion of immigrants in the oegi
affects the chances of immigrants being poor busdoot

and the beneficial effects on productivity and exoit growth
[31]. In any case, if policy makers want to be sesi about
alleviating poverty, they must also acknowledge {thek
between immigration and international developmeNbt
forgetting the reality of the native poor, it issestial to take a
comprehensive approach which seeks to maximiseehefits
& immigration and minimise any disadvantages foe t
receiving country, countries of origin,
themselves.

requires compreivens

th

and migsant
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' Reference [35] complement these findings with a research on poverty
dynamics among successive cohorts of entering immigrants, including
changesin the entry and exit probabilities, and the extent of ‘chronic’ poverty
among successive cohorts. Among other results, they estimate that about 65
per cent of entering immigrants enter poverty at some time during the first ten
yearsin Canada, and of these, two thirds do so during the first year.

"' Obvioudly, one factor in explaining the big differences in child poverty
between natives and children with background from middle- or low-income
countries is the significantly lower employment rates for immigrants and
refugees. For surveys of the literature, see for example, [32], [3].

"' Although some additional hypotheses could be set up (assimilation, number
of years since migration...), the existing limited information at regional level
prevents us to test other hypotheses.

" Disposable income does not include in-kind transfers, such as health care,
housing, and child care, all of which improve economic welfare.

V This scale assigns a value of 1 to the first adult in the household, 0.5 to each
remaining adult, and 0.3 to each person younger than 14.

V' EU-SILC does not use the term ‘head of household’. Instead the household
respondent is considered to be the person responsible for the accommodeation,
that is, the person owning or renting the accommodation. Although aware of
terminological issues, we will denote the person responsible for
accommodation as the head of household for the sake of simplicity, with no
further connotations or implications intended.

Y We have repeated the analysis using an alternative definition of immigrant
excluding all those born in the EU-25 in order to test the sensitivity of our
results. Note that immigrants from Bulgaria and Romania, which are two of
the most important foreign population groups in Spain, are still included in
this case in theimmigrant group. We get that our results are robust.

Y We have tested those differences and they are statistically different from
zero.

X |gnoring clustering leads to underestimation of standard errors particularly
for predictors measured at group level. There are methods to adjust standard
errors for design effects. Another approach is to model dependency between
observations in the same group using margina model. Both methods yield
correct standard errors but treat clustering as a nuisance rather than a feature
of substantive interest in its own right. Therefore, they are useful to control
for clustering if you are not interested in exploring clustering.

* There are reasonable multilevel modelling alternatives. We could estimate a
model with robust-clustered errors. The standard errors would be properly
adjusted but we would be unable to asses the degree of between group
variation. We could also have estimated a GEE (generalised estimating
equation) model but in this type of model no information about higher level
variation is provided and it is only useful for making inferences about average
population effects. We propose random effects model is defensible with
comparable strength to these dternatives as we explicitly specify a
hierarchical structure, obtain correct standard errors and an estimate of the
between group variance.

¥ In model A we reject the hypothesis of no regional differencesat 10 per cent
significance level but not at 5 per cent.

X' We have adso egtimated a verson of model C without cross-level
interactions that is available from the authors. In this version the immigration
gap does not vanish. This result can be due to the fact that immigrants show
higher risk of poverty unless the difficulties faced by immigrants to benefit
from the macro characteristics of the region are taken into account. Once we
control by this fact the gap vanishes.
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