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ABSTRACT—To understand how economic downturns affect

children’s development, scholars have concentrated on

how parents’ loss of a job affects children’s well-being,

but have largely ignored the potential effects of downturns

on children whose parents remain employed. In this arti-

cle, we review research across disciplines to demonstrate

that economic downturns should be conceptualized as a

community-level event that affects all children in a com-

munity, not just those whose parents have lost jobs. We

focus on three mechanisms linking downturns to children’s

developmental outcomes: structural changes to communi-

ties, the economic and psychological effects on individuals

who are continuously employed, and the strain of job loss

on social networks. We conclude by discussing ongoing

research and looking at implications for public policy.
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In recent decades, pressures from globalization have moved U.S.

job overseas, leading to localized economic downturns across

the country. The Great Recession also brought national attention

to families’ economic vulnerabilities and unease. Together, these

local and national events suggest that we need to understand

more completely how economic shocks affect children.

Child development scholars have long examined the effects of

economic downturns on children by focusing on the conse-

quences of families’ loss of employment or loss of income (e.g.,

1, 2). Such changes in families’ economic circumstances are

linked strongly to individual children’s outcomes (1). However,

economic downturns should be conceptualized as community-

level phenomena because most children in communities are

affected, not merely those who experience family job loss or

income loss directly.

In this article, we examine research across disciplines that

highlights the effects of economic downturns on children and on

the mechanisms linking downturns to children’s outcomes. In

our review, we propose a conceptual model for how economic

downturns may broadly affect children and families in communi-

ties (see Figure 1). Economic downturns can affect all children

in a community through structural changes to communities,

changes in the economic and psychological well-being of indi-

viduals in those communities who are continuously employed,

and strains on social networks. Some children, particularly ado-

lescents, may also be affected directly.

We use the term community broadly to incorporate geographic

units that are larger than neighborhoods and in which people

make decisions about employment, including counties, cities,

and states. Although child development scholars have focused

on families’ individual economic circumstances during down-

turns, our notion of economic downturns as community-level

changes aligns with Bronfenbrenner’s ecological systems theory

(3), which posits that children’s development is influenced by

many settings, including in the family and school, among peers,

and within the broader community. We build on this theory of
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development to broaden developmentalists’ understanding of

how downturns may affect all children.

First, we define downturns. Then we discuss evidence of

downturns’ effects on children. Next, we describe three path-

ways through which downturns may affect children, including

individual and geographic differences. Finally, we present impli-

cations for ongoing research and public policy.

DEFINING ECONOMIC DOWNTURNS

No single measure fully summarizes an economic downturn.

Scholars have used various measures to operationalize down-

turns: the unemployment rate, employment-to-population ratio,

aggregate job losses, indicators for national recessions, and the

consumer confidence index. In this review, we considered stud-

ies using each of these measures, focusing on those that mea-

sure change in economic circumstances because, across

measures, change is central to any definition of an economic

downturn. Each definition has strengths and weaknesses, which

we summarize in Table S1. Briefly, change in the unemploy-

ment rate is the most commonly used measure and information

on such changes is readily available for different geographic

units. However, its meaning can be ambiguous (e.g., unemploy-

ment falls when discouraged workers stop searching for jobs)

and it can be driven by changing community characteristics

that also drive outcomes. In contrast, job losses are unambigu-

ously negative events that are generally unrelated to character-

istics of workers or communities, but information on the

numbers of jobs lost for different geographic units is less avail-

able to researchers.

EFFECTS OF ECONOMIC DOWNTURNS ON CHILDREN

Economic downturns affect a range of outcomes in childhood

and adolescence. In our own research and that of others,

downturns decreased emotional well-being and school perfor-

mance, with mixed effects on risk-taking behaviors. For exam-

ple, as with adults, adolescents’ emotional health was harmed

by economic downturns: Increases in statewide job losses

increased suicide-related behaviors—including suicidal idea-

tion, suicide plans, and suicide attempts—among female and

African American adolescents (4).

Economic downturns also negatively affect children’s school-

related outcomes. In two studies, increases in the state unem-

ployment rate boosted the odds that students would be retained

in a grade (5) and decreased the test scores of 5- to 14-year-olds

from lower-income families (6). In different geographic units,

communitywide job losses decreased math test scores for stu-

dents in eighth grade (7, 8).

Findings from studies examining adolescents’ risk-taking

behaviors have been more mixed, with results varying by the

definition of economic downturn. Much research shows that eco-

nomic downturns are associated with less risk-taking. In studies

in which downturns are measured by job losses, downturns

decreased the birth rate of Black teenagers, decreased teenag-

ers’ incidences of engaging in sex with multiple partners and

having unprotected sex, and decreased the proportion of adoles-

cents reporting that they had used alcohol (8, 9). Changes in

states’ teenage employment-to-population ratios decreased teen-

age boys’ and girls’ likelihood of ever having had sex and of

having had sex in the last 3 months, and decreased girls’ preg-

nancy risk (i.e., having had sex in last 3 months without using a

condom; 10). These results were consistent with studies of

adults, which showed decreased risk-taking and improved health

behaviors during recessions (e.g., 11). In contrast, states’ overall

unemployment rates were related to more risky sexual activity

(12) and substance use (13) by adolescents. As mentioned ear-

lier and in Table S1, as a measure of downturns, the overall

unemployment rate has weaknesses, which may help explain the

discrepancy.
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Figure 1. Conceptual model linking economic downturns to the developmental outcomes of all children in a community.
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Economic downturns also affect adolescents directly by

altering their perceived employment opportunities, expecta-

tions, and worldview. During the Great Recession, adoles-

cents reported more collectivist attitudes, compared to the

years immediately preceding the recession (14). Similarly,

recessions increased young adults’ support for government

redistribution, increased their belief in luck versus work in

determining success, and lowered their confidence in govern-

ment institutions (15). These direct effects on adolescents’

attitudes may lead to changes in adolescent behaviors, such

as risk-taking.

In research on communitywide job losses, children’s develop-

mental outcomes were affected over and above what would be

expected from effects only on children whose parents had lost

jobs (4, 7, 8). For example, statewide job losses to 1% of the

working-age population decreased the math test scores of

eighth-grade students by .076 SDs. If the aggregate effect were

driven only by changes in the test scores of the 1% of students

whose parents had lost jobs, those students’ test scores would

have decreased by 7.6 SDs, an implausibly large effect. More

likely, children whose parents did not lose jobs were also

affected by the downturns.

PATHWAYS OF COMMUNITY-LEVEL INFLUENCE

Next, we explore three pathways through which economic down-

turns may affect children. Each mechanism may have unique

consequences for children’s development and will likely affect

children through more proximal processes, such as parent–child
interactions (3; see Figure 1).

Structural Changes to Communities

During economic downturns, communities undergo structural

changes that can affect all children regardless of whether

their families face unemployment. Countywide job losses

reduced the viability of the local economy by decreasing

property values and tax revenues throughout the county (16),

which could have lowered public schools’ resources. Similarly,

during the Great Recession, states with the largest increases

in unemployment also had lower levels of government spend-

ing, particularly on education (17; school spending is linked

strongly with positive academic and behavioral outcomes for

children; 18).

The availability and adequacy of other community resources,

such as social services, could also be affected. Job losses

increased individuals’ use of public assistance, as well as their

use of other social services, in both counties and states (19).

Public assistance increased substantially in the United States

during the Great Recession, compared to the prerecession per-

iod (e.g., 20). If a community’s social services were strained or

changed the focus to assist dislocated workers, these structural

changes could have affected children in those communities

(21).

Economic and Psychological Effects on Continuously

Employed Individuals

The effects of individuals’ job losses on earnings and psycholog-

ical well-being have been studied extensively; job loss

decreased earnings both immediately and over the long-term

(22), and increased psychological distress and mental health

problems (23). Here, we focus on the effects of economic down-

turns on those who remain employed—which includes most

adults, even in severe downturns. Continuously employed adults

also earned less and had more psychological distress during

downturns (24, 25). Such changes affect children’s development,

as each has been linked to children’s outcomes across domains

(2, 26).

During downturns, earnings may decrease among continuously

employed adults for two reasons. First, when unemployment is

high, employers can pay their workers less because employers

are less concerned about their workers leaving to pursue

employment elsewhere. Second, businesses’ production may

decline, leading to reduced wages. For example, people may

order more modest meals at restaurants; wait staff then earn less

because they receive lower tips.

For continuously employed adults, economic downturns led

to increased symptoms of psychological disorder, lower levels

of well-being, and less optimal mood (e.g., 25, 27). Decreased

psychological well-being among continuously employed adults

during economic downturns could have a number of causes,

but two likely factors were changes within workplaces and

increased subjective economic strain. After layoffs, the quality

of work environments declined, including decreased support by

supervisors and increased conflict in the workplace (28). These

changes likely decreased workers’ psychological well-being, as

remaining employed in a business that downsized or laid off

workers increased feelings of demoralization and mental health

problems (29). Economic downturns also increased uncertainty

about the future, leading to subjective economic strain. During

the Great Recession, many people perceived economic strain

even when they reported no objective economic hardship, and

that strain was linked to negative behavioral outcomes in

children (30).

Within families, increased financial and psychological stress

altered family interactions either directly or through increases in

parents’ distress (2). Increases in citywide unemployment rates

and decreases in the national consumer confidence index pre-

dicted increases in mothers’ reports of harsh parenting (31, 32).

In studies of the effects of downturns on one severe type of neg-

ative family interaction, child maltreatment increased in general

(e.g., 33), with job losses in male-dominated industries leading

to higher rates of maltreatment (34).

Strain on Social Networks

Economic downturns may also affect social networks—the array

of social relationships and links among people, such as extended

families, coworkers, and friends. When members of social net-
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works lose jobs, those who remain employed may face increased

demands to provide social, financial, or instrumental support.

During the Great Recession, private transfers (individuals giving

cash to other individuals) increased, as did the incidence of

families doubling up (i.e., living together in a single household;

35, 36). Increases in unemployment within states boosted pri-

vate transfers (37). Providing financial or instrumental support

to others could over time lead to increased economic strain for

those who remain employed.

Additionally, during economic downturns, individuals may

feel distress for members of the social network who have lost

work. Although this question has not been examined directly in

the context of economic downturns, in one study, members of

social networks were almost as upset about many different nega-

tive life events experienced by others in their network as they

were about their own negative life events (38).

In addition to changes in the social networks of adults within

a community, children’s own social networks may be affected

during an economic downturn. If a child’s peer or classmate was

directly affected by parental job loss, that peer or classmate may

have exhibited increased behavior problems (e.g., 39). In one

study, students’ disruptive classroom behaviors increased their

classmates’ disruptive behaviors and decreased their classmates’

academic achievement (40).

Variations Across Individuals and Communities

Economic downturns may affect some children more than others.

For example, economic downturns are consistently associated

with negative outcomes for younger children but yield more

mixed effects on adolescents. Other individual differences

should also be considered, including children’s gender (as sug-

gested by 1), pre-existing economic well-being, and proximity to

directly affected adults, among others. Boys and girls experience

different socialization around work and family responsibilities,

which could lead to differential effects of economic downturns.

Additionally, children in families with lower levels of pre-exist-

ing economic well-being may be affected more strongly because

their families may be less able to buffer them from the effects of

economic downturns.

Another individual difference to consider is families’ eco-

nomic well-being after an economic downturn. Research needs

to distinguish the impact of economic change from the impact of

the reduced economic state produced by the change. Similarly,

research also needs to examine how communities’ economic

strength during and after an economic downturn moderates

effects on individuals in those communities.

Overall, patterns of findings are consistent across geographic

units within the United States, including cities, counties, and

states. This could be for statistical reasons because state-level

effects are the aggregate of smaller, community-level (e.g., cities,

counties) effects, and reflect the average across these smaller

geographic units within a state. But meaningful effects could

also exist at the state level. Where individuals live (i.e., in

which state) is a meaningful marker of identity: States are the

geographic units within which people pay taxes, receive public

benefits, and are subject to laws. State budgets are publicly

crafted and debated. So statewide economic downturns may

influence all state residents to some degree. Across the studies

we reviewed, within either smaller or larger geographic units, an

economic downturn could lead to changes that affect children

whose parents were not directly affected by job loss.

Researchers have examined the effects of economic down-

turns in other developed countries, primarily nations in Western

Europe (25). In general, effects are similar to those found in the

United States, but smaller, likely because the social safety net is

stronger in the other countries. Developing countries also expe-

rience economic downturns that likely affect communities, indi-

viduals, and social networks. However, we hesitate to draw

conclusions about how downturns affect children in developing

countries because many of those countries have larger informal

labor markets and fewer policy supports. Thus, the mechanisms

proposed here may not apply to developing countries.

LOOKING AHEAD AT RESEARCH

Little research has examined how economic downturns lead to

community-level structural changes. In particular, little is

known about how the provision and availability of social ser-

vices—important supports for children’s behavioral and emo-

tional development—change during downturns. Given that

many social services are provided by cities and states—rather

than nationally—focusing on local variation in economic condi-

tions is paramount. Researchers should understand how eco-

nomic downturns lead to structural changes in communities, and

explore different types of structural changes that could affect

different domains of child development.

Similarly, although economic downturns likely affect children

through the strain they place on both adults’ and children’s

social networks, little research has examined the impacts of

downturns on social networks. Researchers should identify

which social networks are affected during downturns and how

those networks function differently following downturns. Such

research should examine adults’ and children’s social networks

separately, and explore mechanisms linking change in both

types to children’s development.

Finally, across all substantive areas, researchers should use

methods that allow causal inference. Because communities are

not randomly assigned to experience economic downturns,

researchers should focus on robust quasi-experimental designs.

Longitudinal designs that capture change in communities’ eco-

nomic conditions are stronger than cross-sectional designs that

measure only point-in-time status. Using longitudinal data,

researchers can include in their analyses fixed effects for com-

munities, which control for all measured and unmeasured stable

community characteristics that would otherwise bias estimates.

To clarify the mechanisms linking communitywide economic
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downturns to children’s development, new data collection efforts

should gather information from individuals who have lost jobs

and those who remain employed in different communities over

time.

POLICY IMPLICATIONS

Our review suggests that to fully address the effects of economic

downturns, policymakers should consider some changes to the

types of interventions they typically use. For example, in

response to high rates of job loss, the U.S. government provides

Trade Adjustment Assistance, which helps local communities

retrain workers who have lost jobs. Policymakers should focus

on others in the community as well, including adults who remain

employed and children of the employed and unemployed. One

promising approach in this area that is consistent with our focus

on communitywide impacts is an emphasis on place-based poli-

cies, which recognize communities as systems and support a

holistic, comprehensive approach to community well-being. This

type of policy intervention could aid all children in a community

by providing supports that assist all members of a community,

including those who remain employed and those whose social

network members have lost jobs.
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