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Abstract We study the importance of family ties on economic behavior. We define our
measure of family ties using individual responses from the World Value Survey (WVS)
regarding the role of the family and the love and respect that children are expected to have
for their parents in 81 countries. We show that with strong family ties home production
is higher and families larger, labor force participation of women and youngsters, and geo-
graphical mobility lower. To assess causality, we look at the behavior of second generation
immigrants. Our results overall indicate a significant influence of the strength of family ties
on economic outcomes.

Keywords Family ties - Culture - Immigrants

JEL Classification Z10-7Z13

1 Introduction

The strength of family ties varies across cultures and it matters for economic decisions. In
this paper we document that the strength of family ties determines, via the organization of
the family, the amount of home production, the division of labor of men and women between
market activities and home activities, and the participation of women in the labor force as a
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result.! Strong family ties require a member of the family (typically the wife) to stay more
at home to “run” the family organization, the role of women is therefore more “traditional”
(by this term we identify the view of “stay at home” wives and mothers.) Also strong family
ties imply geographical proximity of adult children: young adults stay home longer with
strong family ties and when they exit the parental household they tend to stay close to enjoy
the benefits of the family, both emotional and practical (grandparents services as baby sit-
ters for instance). Geographical mobility is important because it influences the quality of
matches between jobs and applicants; it also influences investment in human capital, related
to the type of activities available in a certain area. If youngsters stay close to home the
match between talented ones and top universities is imperfect. Also, differences in living
arrangements, geographical mobility and family structures can have major macroeconomic
and demographic consequences. Staying at home for a long period of time can have important
implications for household formation, fertility and consumption (Giuliano 2007, 2010 shows
that the particular family structure and the long permanence of young adults in their parents
place could account for the dramatic reduction in fertility in Southern Europe. Bentolila and
Ichino (2008) find that consumption losses associated with unemployment shocks are much
lower in Mediterranean societies where young adults live with their parents and the family
provides insurance). Similarly, differences in geographical mobility are closely related to
unemployment and job mobility.2

We construct our cultural measure of family ties using individual responses, taken from the
World Value Survey (WVS), on the role of the family and the love and respect that children
are expected to have for their parents in over 80 countries. As a first step we document that
there are systematic correlations between the strength of family ties, living arrangements,
geographical mobility, household division of roles inside the household and female and youth
labor force participation. In addition, we shed some light on a causal interpretation of these
findings, showing that the same pattern tends to persist among second-generation immigrants
in the US and other countries. Our results are robust to the inclusion of a large set of controls
and to different estimation strategies.

Our paper is related to a recent literature that has investigated the importance of culture
for economic outcomes, the transmission of cultural traits across generations and their inter-
action with institutions.> We contribute to this literature by emphasizing the importance of
family values as one of the most relevant cultural traits, able to explain important aspects of
the organization of a society.

The idea that the nature of family ties influences economic behavior and thus economic
development is not new. An early proponent of this view was Banfield (1958) who examined
the extreme and pathological case of a small village in Southern Italy. Using that exam-
ple he argued that in a society where people are raised to trust only their family networks,
they are also taught to distrust people outside the family, therefore not contributing to the
accumulation of social capital, which in turn impedes the development of formal institutions
and economic cooperation. A large strand of literature in sociology and political science has
also emphasized the importance of the family as the micro-foundation of society, parallel to

I What people do when they do not work in the market is a topic that has received much empirical attention
recently in the context of a discussion of a decline in hours worked in the market in some European countries
relative to the US (see Prescott 2004; Blanchard 2001; Alesina et al. 2005 for instance). Hammermesh and
Weil (2006) show that men and women work exactly the same amount with variable shares of market versus
non market activities in different countries.

2 See Bartel (1979), Blanchard and Katz (1992), DaVanzo (1978) and Pissarides and Wadsworth (1989).

3 See Algan and Cahuc (2007, 2010), Fernandez and Fogli (2009), Giuliano (2007), Guiso et al. (2006),
Luttmer and Singhal (2008) and Tabellini (2008, 2010) amongst many others.
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the state and the market, and able to systematically pattern people’s behavior, expectations
and incentives. Focusing on Western Europe, Reher (1998) divides countries between “weak
family ties” (the Scandinavian European countries) and “strong family ties societies” (the
Mediterranean group). According to this author the “strength and weakness refers to cultural
patterns of family loyalties, allegiances, and authorities which are reflected in demographic
patterns of coresidence with adult children and older family members and to organizing sup-
port for the latter”. Differences in cultural norms to respect to the strength of family ties
would then immediately be reflected in a particular family structure with lower levels of
geographical mobility, younger and older people who tend to gravitate around the family
nest and larger family size as a result of that.

Strong family ties societies (Esping-Andersen 1999; Ferrera 1996; Castles 1995; Korpi
2000) are also characterized by the existence of family solidarity and an unequal division of
family work between men and women (what has been called the “male-breadwinner hypoth-
esis”):* weak family ties will foster an egalitarian gender role in which men and women
participate equally in employment and housework, whereas strong family ties are based on
the “male-breadwinner hypothesis” in which the man works full-time and the woman dedi-
cates herself to housework. In the more traditional-strong family ties societies is the woman
who is supposed to fulfill the family obligations and as such participate less in the market.
According to this literature, societies fostering strong family ties should be characterized by
the permanence of traditional family structures, by a network of intergenerational exchange
based on solidarity and by an unequal division of family labor where the male is the primary
economic provider and the woman stays at home.’

This paper is organized as follows. Section 2 presents evidence on within country differ-
ences using evidence drawn from close to 80 countries. Section 3 focuses on second gener-
ation immigrants in the US. Section 4 discusses robustness checks. Section 5 concludes.

2 Within country evidence
2.1 Data
2.1.1 Data description

We use four waves of the WVS and the Multinational Time Use Study for the within
country evidence. The WVS is a compilation of national surveys on values and norms
on a wide variety of topics, carried out four times (1981-1984, 1990-1993, 1995-1997
and 1999-2004.) The coverage varies depending on the wave, starting with 22 countries
in 1980 and reaching 81 countries in the fourth wave. The questionnaires contain infor-
mation on different types of attitudes, religion and preferences, as well as information on

4 These comparative studies show also that an institution of the family with strong ties, specific living arrange-
ments and gender relations (Korpi 2000) has also been fundamental in explaining the evolution of welfare
states regimes in post-industrial economies. In Southern Europe, a culture based on strong family ties, where
the family provides for everyone and the woman stays at home, the provision of services to children and the
elderly has been privatized. In the case of the social democratic welfare regime (such as the Scandinavian
countries), the state has been trusted to provide services to children and the elderly; whereas in the liberal
regime is the market that provides for those. The evolution of the welfare state related to family arrangements
is not the goal of this paper.

5 According to Esping-Andersen, the persistence of this model, has also been helped by a welfare state model
that has historically delegated family care services for children and the elderly to the family sphere and has
protected the male breadwinner figure.
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standard demographic characteristics (gender, age, education, labor market status, income,
etc.). Our sample consists of 81 countries with a broad variety of income levels, religions and
geography.

The Multinational Time Use Study is a cross-nationally harmonized set of time use sur-
veys composed of identically recorded variables. Each case in the dataset corresponds to
one diary day. Only records with complete diaries (expressed in minutes and that added
up to 24 h) are included. Diaries with more than 60 min of unclassified or missing time are
excluded. The sample of countries is however small: 12 countries covered for the 1990s.
Descriptive statistics for all our outcomes of interest of both surveys are found in the Web
Appendix.

2.1.2 A measure of family ties

We measure the strength of family ties by looking at three WVS variables capturing beliefs
on the importance of the family in an individual’s life, the duties and responsibilities of par-
ents and children and the love and respect for one’s own parents. The first question assesses
how important the family is in one person’s life and can take values from 1 to 4 (with four
being very important and 1 not important at all). The second question asks whether the
respondent agrees with one of two statements (taking the values of 1 and 2 respectively): (1)
One does not have the duty to respect and love parents who have not earned it; (2) Regard-
less of what the qualities and faults of one’s parents are, one must always love and respect
them. The third question prompts respondents to agree with one of the following statements
(again taking the values of 1 or 2 respectively): (1) Parents have a life of their own and
should not be asked to sacrifice their own well being for the sake of their children. (2) It is
the parents’ duty to do their best for their children even at the expense of their own well-
being.

We combine these measures in two ways. First we take the sum of all of them; a higher
number corresponds to stronger family ties. Second, we extract the first principal compo-
nent from the whole dataset with all individual responses for the original variables. Table 1
displays the correlation at the country level between the three original cultural variables,
their sum and the first principal component. All the variables are highly and positively
correlated amongst each other. Note also that the principal component is almost perfectly
correlated with the sum of the three variables, indicating that the principal component as-
signs very similar weight to all the variables. Given the very high correlation between the
sum and the principal component we will use as main cultural variable the first principal
component.

Figure 1 displays the values of our measure of the strength of family ties (expressed using
the first principal component) at the country level. The ranking of the different countries is
broadly consistent with perceptions and insights from the sociological and political science
literature. Northern European countries, Germany, Netherlands and many Eastern European
countries have weak family ties, while African, Asian and Latin American countries lie in
the highest range. Among the OECD, we find that Turkey, Poland, United States, Korea and
the Southern European countries (with the exception of Greece) are among the countries
with the strongest ties, while as before Northern Europe, Netherlands and Germany are the
group with the weakest ties. The analysis that follows, however, will use only within country-
evidence.

@ Springer
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Table 1 Correlations among family values
Family Parental duties ~ Respect Principal Sum
important and love component
parents
Family important 1.0000
Parental duties 0.5657 1.0000
Respect and love parents 0.3641 0.5667 1.0000
Strong family ties (princ. comp.)  0.6697 0.8683 0.8667 1
Sum 0.7050 0.9106 0.8054 0.9934 1

Correlations are calculated at the country level

The variable Strong family ties is constructed by taking the first principal component of the following three

variables:

1. Family important it assesses how important is the family in one person’s life and can take values from 4

(very important) to 1 (not important at all)

2. Parental duties the respondent agrees with one of the two statements: Regardless of what the qualities and
faults of one’s parents are, one must always love and respect them (taking the value of 2) and one does not
have the duty to respect and love parents who have not earned it (taking the value of 1)
3. Respect and love parents the respondent agrees with one of the two statements: It is the parents’ duty to
do their best for their children even at the expense of their own well-being (taking the value of 2) and parents
have a life of their own and should not be asked to sacrifice their own well being for the sake of their children

(taking the value of 1)
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The strength of family ties differs widely across countries. By comparing outcomes
across countries we would have problems of omitted variables. We therefore perform a
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within-country analysis. The inclusion of country fixed effects allows us to hold constant
all institutional features (like labor market institutions) and macro variables which are the
same for the entire country. These results, however, would constitute a lower bound of the
importance of family ties on economic outcomes to the extent that the importance of family
ties has been absorbed in the national culture, as captured by country fixed effects. Note that,
despite the inclusion of country fixed effects, there is still heterogeneity in family values
within individuals in the same country and these differences may persist. Bisin and Verdier
(2000, 2001), Bisin et al. (2004) and Tabellini (2008) provide a plausible explanation for this
heterogeneity. According to these authors, cultural values are passed down from parents, who
optimally choose them, to kids; and these norms tend to persist from generation to genera-
tion. Heterogeneity in parents preferences and experiences may then result in heterogeneity
in instilled values about the strength of family ties.

For our within-country empirical analysis, we run a series of regressions of the following

type:
Yiie = Po+ P1SFTj + o Xije +yj + 8 + v + €

where the left hand side variable Y, represents the realization of a certain variable for indi-
vidual i in country j at time ¢. We use either probit or OLS depending on the nature of Y;j;.
SFT;j; is our variable of interest defined as “strength of family ties”. X;;, are our controls
which vary depending on the left hand side variable. Our choice of controls is standard and
follows the relevant literature. All the regressions include country fixed effects (y;), wave
fixed effects (8,) and their interactions (y;§,). Note that all our results in this part can be inter-
preted as mere correlations, whenever we use the word “impact” or “effect” of family ties on
attitudes and outcomes it is only to simplify the exposition. We will turn to causality in the next
section.

2.3 Results
2.3.1 Youth and female labor force participation

Table 2 reports the results for youth and female labor force participation (columns 1 and 2).
Each regression controls for country fixed effects, wave fixed effects and their interactions,
and several individual characteristics, including a quadratic for age, a dummy for being male,
dummies for the level of education, income and religious denomination (the results for the
full specification are reported in the Web Appendix). The controls for religious denomination
are important because religious beliefs influence the role of women in society, their labor
force participation and also the other family outcomes in which we are interested in.® The
coefficient on the strength of family ties is significant with the expected sign, implying less
labor force participation of women and youth with strong family ties. The reported coeffi-
cients are the effect of a marginal change in the corresponding regressor on the probability
of being part of the labor force. An increase in one standard deviation in the strength of
family ties implies an increase in youth labor force participation of 0.0055 (roughly 1% of
the sample mean) To make a comparison with the level of education, an increase in one
standard deviation in secondary education implies a reduction of 0.0066 in youth labor force
participation (when compared with people with tertiary education), a bit more than 1% of the

6 Dummies on religious denomination have the expected sign (for example, Catholic, Muslim and Hindu
tend to believe in a more traditional role of women in society and also have lower female labor participation)
consistent with what has been found in the literature (see Guiso et al. 2003).
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sample mean. The effects of family ties are therefore very similar to the return to education.
For female labor force participation, an increase in one standard deviation in the strength of
family ties implies a reduction in female labor force participation of roughly 0.02, which is
equivalent to 4% of the sample mean. For comparison, an increase in one standard deviation
for secondary education implies a reduction (compared to tertiary education) in female labor
force participation of 0.05, about 12% of the sample mean. The coefficients on the other
controls are sensible and robust. (They are reported in the Web Appendix.)

2.3.2 Gender role attitudes and family arrangements

The nature of family ties could affect the perceived role of women in society. To evaluate
the latter we use the following two questions from the WVS: “When jobs are scarce, men
should have more right to a job than women.” The variable could take the values 3 (agree),
2 (neither) and 1 (disagree). The second question is phrased as follows “Being a housewife
is just as fulfilling as working for pay” and it can take values from 4 (agree) to 1 (strongly
disagree). A higher number for both variables represents a more traditional role of women
in society. We also take the principal component of these two variables as a summary var-
iable for traditional gender roles in the society. Results are reported in Table 2, columns
3-5. Full results are reported in the on line appendix. Having strong family ties is associated
with a more traditional role of women in society: an increase in one standard deviation in
the strength of family ties implies an increase in the belief about women as summarized
by the variable “job scarce” of 0.02, which is almost 5% of the sample mean of this var-
iable. An increase in one standard deviation in secondary education has exactly the same
effect.

The last two columns look at two types of family arrangements that should be related to
the strength of family ties: the probability of living at home with their parents and family size.
As noted above a culture of strong family ties should be reflected in demographic patterns
of coresidence with adult children and bigger families. Both variables are positively related
to our measure of family ties. An increase in one standard deviation in the strength of family
ties implies an increase in living with parents of the order of 0.01, a 2% of the sample aver-
age. The effect is the same of an increase of one standard deviation in secondary education.
An increase in one standard deviation in the strength of family ties implies an increase in
family size of the order of 0.15, which is roughly 5% of the sample average of this variable
(secondary education counts for 3%).

The evidence we presented above is likely to be a lower bound of the effects of family
ties since fixed effects eliminate all cross country comparisons. In fact, if we replicate the
same regressions at the aggregate level the magnitude of the results is substantially larger: an
increase in one standard deviation in the strength of family ties implies a decline in female
and youth labor force participation of 0.096 and 0.073 (20 and 13% of the sample average,
respectively). The effect for gender role attitudes, staying at home with their parents and fam-
ily size is equal to 0.13, 0.06 and 0.39 (27, 12 and 12% respectively of the sample averages of
these variables). Obviously the size of these coefficients is most likely to be an overestimate
of the effects of family ties since many other factors vary across country in addition to family
ties.”

7 Note that some of the institutional differences across countries may be themselves endogenous to family
ties and other related cultural variables.
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2.3.3 Home production

Families with strong ties are then associated with more time spent at home by wives/mothers
and young adults living at home longer. This implies more home production (in the form of
child care, home cooking, caring for the elderly, house cleaning etc.); in addition, according
to a more traditional role attributed to women in societies in strong family ties societies, these
activities should be mostly performed by wives and daughters.

In Table 3, we regress (OLS) the amount of housework separately for women and men.
Housework is defined as the sum of the following activities: washing, hanging and ironing
clothes, making beds, any form of house cleaning, other manual domestic work, and putting
shops away.® Controls included in the regression are age, age squared, education, marital and
employment status, several cross-country characteristics (described below) and our measure
of strong family ties. In order to run this regression, we merged the individual data on home
production coming from the Time Use Survey with our measure of family ties aggregated
at the country level (standard errors are clustered at the country of origin level). As we now
have individual data on the time use and country level data on the weakness of family ties,
we cannot control for country fixed effects. However, all our regressions control for country
characteristics that could drive home production such as per capita GDP and years of educa-
tion.? In addition we also control for other cross-country differences that could be relevant in
the determination of home production. Following Faggio and Nickell (2006) and Jaumotte
(2003), we first include a series of tax variables (column 1): the marginal tax rates facing
married women at zero hours of work and when they are earning 67% of average earnings
given their spouses are earning 100% of average earnings, the marginal tax rate facing a
single earner. We also control for variables capturing public expenditure on children and
parental leave!® (column 2), for the strictness of employment protection laws'! (column 3)
and the average tax wedge'? (column 4). Overall, the inclusion of all these variables does
not change our results. '3

The strength of family ties is relevant for the determination of home production of women,
but not of men as expected. An increase in one standard deviation in the strength of family ties
implies an increase in home production of 11.6 (14% of the sample average; for comparison,
an increase in one standard deviation in secondary education implies a reduction, compared
to people with only primary education, in home production of 3.5, 4% of the sample aver-
age of home production). The remaining controls in the regressions have the expected sign,
married women do more home production, whereas employed women tend to do less. The
correlation between education and home production is negative for women, but not for men.

8 We do not consider child care as home production since this could be affected by different types of welfare
systems. The results however are robust to the inclusion of this activity in the definition of home production.
9 The data for years of schooling are obtained from Barro and Lee (2001).

10 These variables include real expenditure on cash benefits (annual public expenditures in real dollars on
family cash benefits per child age 0—14 divided by 1,000); real expenditures on parental leave (annual public
expenditure in real dollars on maternity and parental leave per child aged 0-3 divided by 1,000), real expen-
ditures on family services (annual public expenditures in real dollars on family services per child aged 0-14
divided by 1,000).

1 The employment protection index comes from Faggio and Nickell (2006) and it refers to regular employ-
ment.

12 The average tax wedge is the average labor tax rate, the sum of the average payroll, income and consumption
tax rates. The data are taken by Faggio and Nickell (2006).

13 Note that we do not have all these additional controls for our sample. The data are available for only eight
of our countries.

@ Springer



93-125

J Econ Growth (2010) 15

102

(zso'D 18L°1
(100°0) 1000

s (085 1) 9ET'6—
(€871 0TTT—

«(SLST) T06'T

#(969°1) OLY'E
#(700°0) €10°0—
##x(S8T°0) TIE'T

08¢ 6¥S°1
(100°0) 000°0

s (LEST) ¥TE 6~
(PETD 91T~

«(8LTT LTS

«(€89°'1) 6T8'¢
#5x(€00°0) €10°0—
#5:(9LT°0) 67ET

#(SLL'E) TSE'S

(PO ) VTI'Y

#x(699°T) 9€T°9—
#::(100°0) $00°0
#22:(9S7 1) €6€°6—
#2(620°1) 66L°T—

«(066°1) 0V9't

=:(1T1D) T9L'T
#%(€00°0) ¥10°0—
#2:(CST0) 8SF'1

(I¥L°SS) 601°L9—

061%1) 1€6'9

(1€€'8L) 9¥0'T

(08¥'0) 0TL'T
(100°0) 0000

s (ELY'T) OV6'8—
(80€°1) 16T~

«(1€20) ¥90°S

(0¥8°1) T8T'€E
#x(£00°0) €10°0—
#x(L8T0) LTE'T

(6850 €TLT—
(100°0) 000°0—
#(€L9°€) 06€° 06—
#:(€66'7) 8TI'LT

s (€€6°€) 1L1'ST—

s (6£€7E) €TETI—
#x(800°0) $80°0—
#2:(S79°0) TEY'L

#(STTO) TSv—
(100°0) 100°0
#2:(599°€) 8LT'0E—
#52(8L0°6) ¥E€'LT

s (SLTY) TISTE€T—

#x(€89°€) L8601 —
#5x(L00°0) $80°0—
#2(009°0) 6LL 'L

(9LT'8) vEV'0—

(LS02) 00§ T—

061'1) LE9V—
(200°0) 000°0—

s (68S°€) YOP 0E—
#5:(60°6) 0€S'LT

#(TV6'E) EV8'ET—

#x(087°€) TLOTT—
#5(L00°0) $80°0—
#x(965°0) ELL'L

(266'0S) 6£€ 7€

«(9TY'E€1) 990°LT—

#x(850°SS) 950°6€ 1

s (S18°1) 0L9'L—
#x(100°0) T00°0

s (89L°€) L9E"0E—
#x:(990°6) 9LE'LT

sk (91€°€) T0L1T—

5 (81€°€) LEL'6—
##(L00°0) ¥80°0—
#4:(865°0) ¥TL'L

#1-0)
pryo rod

sjgouq ysed
uo ‘puadxe [eoy

(€-0) Ptyo rod

aAe9[ [eyuared
uo “dxo [eoy

(L9 °001)

asnods ‘ger
xe) [euISIej

(0 °001)

asnods ‘ger
xe) [euISIej

o1

Q[3urs ‘el
Xe) [RUISIRIA

(99 1-olRyg)
*ONPA JO SIBAX

dan ey
pokojdwg
PoLLIEN
uoneonpo
Arena,
uoneonpo
Arepuodog

parenbs o3y

sy
(urduo Anunod
dwood -ourid)
san A[wej jo

(S¥€°€) S10°1 (99T°%) 0000— (Leve) 1€~ 0€1°L) ¥8L'L— #x(661'L) €18°0C swxx(POLL) 168'8T #(8TS8) ¥TS'81 ses(LY'S) 8LS0E 3uang
() (© @ (9] () (© @ (4]
O USWOM

KoaIng 9s) awiy, ‘vononpoid swoy pue san A[rure ¢ [qeL,

pringer

A's



103

93-125

J Econ Growth (2010) 15

(€007) @nowne[ Aq uaye) are A3y pue (000‘T Aq PAPIAIP 1—(0 PaSe pIiyod 1od sao1AI9s AJIWe] UO SIB[[OP [eal ul sarmrpuadxe orjqnd [enuue) sa01AI9s AJTwey uo sarypuadxo
1821 “(000°T £q PapIAIp £—( pasSe pIiyd 1ad aaea[ [eyuared pue Ajrurejew uo siefjop [ea1 ur ampuadxe orqnd [enuue) aae9] [eyuared uo saxmpuadxa [eax {(000‘T £q PAPIAIP +1—(0 @3e p[Iyd 1ad syyoueq ysed
Aqiurej uo srejop [ea1 ur sarnipuadx2 orqnd [enuue) sygouaq ysed uo 2amipuadxa [ear apnpout aaea] [eyuared pue ud1p[ydo uo armrpuadxa orqnd Sutimdes sojqerres yuswkordwo 1e3ar 03 S1321 (900
[IOIN pue 0133e,]) xapur uondjoid juswkordwo oy, (sarer xey uondwnsuod pue awoosur ‘[joifed a3eIAE AU JO WNS AY)) Akl Xe) Joqe] 95eIdAL ) ST 9Fpam Xe) dFeIoAk d [, “Jouted 9[3uls e Juroey ajel
Xe) [euISIew Y ‘s3urtIed 9FeIoAR JO 90| SuluIed a1k sasnods J1oy) UoAIS sSuruIed 95 IoA. JO 9/9 SuruIes are Ady) UsyMm pue JIoM JO SINOY 0I9Z J& USWOM PILLIBW SUIOR) )Ll Xe) [euISIew oY) opn[out

(900C I1OIN pue 0133e,] Aq USYR)) S[RLIBA XB, "% [ 18 JUBDIIUSIS ... ‘%G 18 JUROYIUSIS ., ‘95 ()] 18 JUBOYIUSIS , "[9AS] ANUNOD SY) T8 PAIAISN[O SIB SIOLIS PIBPUBIS “SUOISSAITAI §J() 2T SUOISSAITAI [V T
papnpout dre (Y ¢ 01 dn pappe Jey) pue sanuru
ur passardxe) sarerp 239[dwod YPIm sp10d31 A[uQ “Aep 1od seynurw ur parnseaw st uononpoid QWO “aIed pry pue Furjood ‘Suned IpN[oul Os[e M Ji 1Snqol e sy nsa1 Ay [, ‘Keme doys Sumnd pue ‘yiom

JTSOWOP [ENUEW IS0 ‘SUIUEI[d N0y Jo wiioj Aue ‘spaq Sunjewr ‘soyio[o Suruoxr pue SurSuey ‘Surysem :sANIANOR SUIMO[[O] Y} JO WNS dY) SE PaUyap ST uononpoid WO uononpo.d 2ulof] T Sa10N

€00 €00
Y9 Y9

(PES¥S) TT861

(L08'€) ¥18°0—

00 70°0 LT°0
Y9 Y9 096°CL

(810°99) S¥8°6€

(L¥9°9)65S°01—

LT°0
096°CL

##(STTE) €80°6

LT°0
096°CL

(286°€1) 891'8

LT0
096°CL

o

SUONBAIDSqO
9Spom

Xe) 93BIoAY
xopur
uonosdoxd

JuawAordwg
(¥1-0) pIyo
12d sao1A108
Aqrurey

uo “dxa [eoy

() ©

@ 0] ()
U

(€)

@

(9]

UQWOM

panunuod ¢ IqeY,

pringer

Qs



104 J Econ Growth (2010) 15:93-125

3 Evidence from second-generation immigrants in the US

Even though our previous analysis with country fixed effects eliminates confounding effects
arising from differences in national institutions, we still have a potential problem of reverse
causality. For instance, a woman who does not find work because of bad luck, laziness or
any other individual characteristic may spend more time at home and feel (or convince her-
self) that family is important. To limit this concern, we study the impact of different forms
of family ties from the countries of origin on second generation immigrants in the US.'#
We associate to each immigrant our measure of family ties defined as the average set of
beliefs regarding family ties in the country of origin.!> In other words, we assign to each
immigrant a sort of “cultural baggage” that he/she brings with him/herself to the US and
transmits to the second generation.'® Thus the beliefs attributed to any immigrant are those
of the country of origin, not those that he/she expresses and that therefore could be caused
by his/her special circumstances. We therefore eliminate the problem of a possible causation
from individual characteristics and economic behavior (for instance labor force participation)
to beliefs, since the latter are determined in the country of origin of the second generation
immigrants.

3.1 Data

Our main datasets are the March Supplement of the Current Population Survey (CPS) and the
American Time Use Survey (ATUS). The March Supplement of the CPS is the only recent
available dataset in which individuals were asked (starting from 1994) about their parents’
country of origin.!” We define second generation immigrants by looking at the country of
origin of the father respondent in order to maximize the number of observations. The CPS
also reports the country of origin of the mother, but the sample size is substantially smaller,
due to a much higher number of missing observations.'® We pool fifteen years of data to have
a higher number of observations. We use the CPS to study the following outcomes: female

14 The use of immigrants (first or second generation) to study the importance of culture on economic behavior
is becoming relatively standard in the analysis of culture (see Antecol 2000; Carroll et al. 1994; Fernandez
and Fogli 2009; Giuliano 2007 amongst others).

15 Note that our sample mainly consists of individuals between 15 and 29 year old, which means that, since
we are considering data from the 1994 to 2008 of the CPS, they are born sometime between 1965 and 1990,
so their fathers arrived in the US before that time. Ideally we would like to associate to those individuals the
cultural values of their father’s countries of origin for the period of their arrivals in the US. Unfortunately,
data on beliefs that go so far back in time do not exist. The only thing we can do, given data availability, is
to associate to those immigrants the values that people from their father’s country of origin hold today. This
is a limitation, but not so dramatic, for several reasons. First, as emphasized before, several recent studies
found that cultural differences between nations remained quite stable over time (Inglehart and Baker 2000),
moreover values appear pretty stable even for those countries experiencing dramatic economic changes (see
Schwartz et al. 2000 for the case of Central and Eastern Europe). The assumption that culture evolves slowly
over time is standard in the literature (see Tabellini 2008, 2010) Moreover, at least for the period between
1980 and 2000, Bertrand and Schoar (2006) found that norms on family values have been pretty stable over
time and show little adjustment to economic conditions.

16 Ag emphasized by Bisin and Verdier (2001), Bisin et al. (2004) and Benabou and Tirole (2006) beliefs are
partially determined by the actual environment and partially inherited from previous generations, what we
called “culture”. With the immigrant exercise we try to isolate this cultural component.

7 The Census reports the information about the father’s country of origin until 1970.

18 Using the country of origin of the father to define second generation immigrants is fairly standard in the
literature (see Card et al. 1998).
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and youth labor force participation, geographical mobility, living arrangements, as measured
by the probability of living as young adult in one’s parents place, and family size.

The ATUS is a time survey on time use in the United States. The goal of the survey is
to measure how people divide their time among life’s activities. The individuals chosen for
participation in the ATUS are selected randomly from households that are completing their
participation in the CPS. As a result, the survey contains information on the country of origin
of the respondent and his/her parents and this allows us to identify second generation immi-
grants. The sample is however much smaller as the survey is available only for five years
(from 2003 to 2008). Individuals report all the activities done over a 24-h period from 4:00
a.m. to 4:00 a.m. on an assigned diary day. Home production is defined as the set of house-
hold activities including housework, cooking, yard care, pet care, vehicle maintenance and
repair, and home maintenance, repair decoration and renovation. Household management
and organizational activities—such as filling out paperwork, or planning a party- are also
included in this category. In the appendix we also report as a robustness check a regression
for a definition of home production which also includes caring for and helping household
members. This category captures activities the respondent did to care for or help any child
or adult in the respondent’s household, regardless of relationship, age, or physical or mental
health status.

3.2 Specification

For consistency with the regressions of the previous section, we run the following model in
OLS or probit depending on the nature of the left hand side variable:

Yirs =g + o1 SFTi + oo X; + 85 + gigs

where Y, is the left hand side of interest for individual 7, living in state s and whose father
comes from country k. X; includes a series of individual controls which vary depending on the
outcome of interest and are standard in the literature, S F T} is our measure of the strength of
family ties which varies by immigrant’s country of origin and §; is a full set of state dummies.
To better control for the possibility that immigrants coming from different countries select
in different areas we also run a specification where we include county dummies. Standard
errors are clustered at the country of origin level.

3.3 Results
3.3.1 Youth and female labor force participation

Tables 4 and 5 present our results for female and youth labor force participation (the sam-
ple includes women 15-64 years old and young adults between the ages of 15 and 29,
respectively). To be consistent with the previous section we define a dummy equal to one if
person i is in the labor force (labor force participation is defined by looking at the number
of hours worked last week or weeks worked last year, the dummy is equal to 1 with positive
hours/weeks worked.'?) Our main specification (standard in the literature) is reported in
column 1, where we control for a quadratic for age, education,?’ marital status, income and
state fixed effects. We use a dummy for participation rather than hours worked to keep the

19 The results with hours worked or weeks worked are the same.

20 We include two dummies, one for people with up to 12 years of schooling and one for people with some
college. The excluded group is given by people with completed college and more.
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analogy with our previous section where we did not have data on hours worked. The other
columns in the tables contain robustness checks (described below).

Women and young adults coming from strong family ties societies participate less in the
labor market. An increase in one standard deviation in the strength of family ties implies
a reduction of female labor force participation of 0.01 (1.5% of the sample average; for
comparison having some college as opposed to college and more has the same effect). An
increase in one standard deviation in the strength of family ties implies a reduction in youth
labor force participation of 0.02 (roughly 5% of the sample average, the effect is twice the
size of an increase in one standard deviation for having some college, which has an impact
equal to 2.2% of the sample average).

3.3.2 Youth geographical mobility, living arrangements and family size

In Tables 6 and 7 (as before column 1 reports the main specification and the remaining col-
umns all the robustness checks), we regress our measure of geographical mobility (a dummy
equal to 1 if the person moved within states, between states or abroad) and the probability
of living at home with their parents, respectively, on a quadratic for age, a female dummy,
marital status, a dummy for being unemployed, family income and state fixed effects. The
variable on the strength of family ties is always significant and with the expected sign; youth
belonging to immigrant groups coming from strong family ties societies tend to migrate less
and stay more with their parents. This is also consistent with Giuliano (2007), who uses as
proxies for culture both country dummies and measures of living arrangements in the country
of origin. Her sample is limited to only European countries: here we extend our analysis to
youth coming from all the regions of the world. All the controls have the expected sign.
Interestingly enough, more men than women live at home: perhaps women are less satis-
fied than men living at home given the gender roles in family with strong ties documented
above. Also women marry younger than men. An increase in one standard deviation in the
strength of family ties implies a reduction in geographical mobility of 0.01 (6% of the sample
average), the effect is about one third of the effect of having some college. An increase in
one standard deviation in the strength of family ties implies an increase in the probability of
living at home of 0.015 (which is equivalent to 4% of the sample average; the effect is half the
magnitude of the impact of one standard deviation in the education variable corresponding
to some college).

Consistently with the within country analysis families are larger for immigrants coming
from strong family ties societies (Table 8). The variable family size counts the number of
own family members residing with each individual. An increase in one standard deviation
in the strength of family ties implies an increase in family size by 0.03 (2% of the sample
average; the effect is about 1/5 of the impact of having some college on family size).

3.3.3 Home production

We finally check whether second generation immigrants (women in particular) coming from
strong family ties societies work more at home in the US as well. Once again we associate to
each immigrant the strength of family ties from the country of origin. We run two regressions,
one with the standard definition of home production (as described above) and one where we
also include time devoted to take care of and help family members (the results for this last
specification are reported in the Web Appendix). We split the sample between women and
men, as according to the male-bread winner hypothesis women are the one supposed to be
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working at home. Note that the number of observations for the regressions on home pro-
duction is very small. Despite this, we do find results similar to the within country analysis.
Women from strong family ties societies perform more housework activities: an increase in
one standard deviation in the strength of family ties implies an increase in home production
of 7.1, which is equivalent to 5% of the sample average of the home production variable. The
effect is half of the effect of being married and one fourth of the effect of being employed.

4 Robustness checks
4.1 Omitted variables

In this section we test the robustness of our results to the inclusion of some possible vari-
ables that could drive our results. Previous papers (Antecol 2000; Fernandez and Fogli 2009;
Giuliano 2007) regress a specific economic outcome of second generation immigrants (for
example female labor force participation) on the same economic outcome in the immigrants’
country of origin (i.e. the average level of female labor force participation of the country
of origin), which is considered as a summary of the economic, institutional and cultural
conditions in the country of origin. This approach was based upon the idea that if country
of origin variables mattered in the new environment (the destination country) the effect had
to go through the cultural baggage of the immigrant. We do the same thing here. As a first
robustness check, we test whether the inclusion of this alternative measure of culture reduces
the importance of our measure of family ties. Column (2) in all previous tables include as
regressors measures of economic outcomes of interests in the country of origin, whenever
available. Our measure of family ties remains statistically significant even after including
these variables and it appears to capture better the beliefs relevant to determine immigrants’
economic outcomes than the variable representing the same economic outcomes in the coun-
try of origin.

One important omitted variable related to our outcomes of interest is unobserved human
capital. Although we control for the individual level of education, it is possible that our results
are driven by a lower level of human capital in the country of origin, lower parental level of
education or lower level of human capital in the community in which immigrants live. We
start by checking the robustness of our results to the inclusion of the standard Barro—Lee
measure of human capital, capturing the number of years of education in the country of origin
(the results are reported in columns 3 or 2). Human capital is an important component in
many of the immigrants’ economic outcomes, however our results do not change with the
introduction of this variable although the size of the coefficient on the family size variable is
reduced with the introduction of human capital.

We also check the robustness of our results to the inclusion of parental human capital and
the average level of “ethnic” human capital of the network to which immigrants belong (the
results are reported in columns 4 and 5, or 3 and 4). These are standard controls in the litera-
ture of immigrants’ assimilation or the role of networks. Borjas (1992, 1995) was the first to
introduce the concept of “ethnic” human capital defined as the mean level of human capital
of the ethnic group of the fathers’ country of origin of second generation immigrants, and
showed that educational attainment and wages of second generation immigrants in the 1970
Census crucially depend on it.”! We calculate this variable from the 1970 Census, because
the immigrants who were in the US in this period were very likely to be the fathers of second

21 This control has also been used by Card et al. (1998), Luttmer (2001) and Fernandez and Fogli (2009).
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generation immigrants in our sample. We calculate the average number of years of schooling
for men between 15 and 45 years old. Those men should approximately correspond to the
fathers of our second generation immigrants. Our results are robust to the inclusion of this
variable. In addition, we also construct a measure of the average level of human capital of the
second generation ethnic group to which each individual belongs. By including this measure
we are able to capture the importance of peers and neighborhood effects for immigrants
outcomes (see Borjas 1992, 1995) Even in this case results do not change. Both variables are
often significant in explaining immigrants’ economic outcomes.

As a last robustness check we also include the level of GDP in the country of origin
(columns 6 or 5): one alternative story is that immigrants belonging to strong family ties
societies are coming from poorer countries, therefore the outcomes that we observe in the
US among second generation immigrants are just the result of the transmission of a lower
level of initial income for strong family ties immigrants. We look at the level of GDP in
1970 (which should roughly corresponds to the timing of arrival of the fathers of second
generation immigrants in our sample). Our results do not change with the inclusion of this
variable.

Finally, we also include, in the last column of the main tables, county fixed effects to
better control for all the characteristics of the local community where immigrants live. Our
results are also robust to this specification.

4.2 Second generation immigrants in 27 European countries

We conclude by examining whether similar results hold when we look at second generation
immigrant outcomes in countries other than the US. This test is useful to check whether
there is something related to the country of destination that may explain the results on immi-
grants regarding family ties. Perhaps weak family ties immigrants find it easier to adjust to
the US economic environment, even though it is unclear how this would bias our results.
Looking at immigrants going to multiple destinations has also the advantage of reducing the
problem due to selection, as the form of selection should vary across destination countries.
We use data from the European Social Survey, a cross-sectional survey conducted in a large
sample of mainly European countries. There are 27 destination countries.”” The survey has
been conducted three times (in 2002, 2004 and 2006). We use the second and third wave as
they contain information about the fathers’ country of origin (not present in the first wave),
crucial to identify second-generation immigrants. Unfortunately this dataset has a limited
number of observations for each immigrant group, therefore the results should be taken with
caution.

As before, we associate to each immigrant the measure of family ties constructed from the
WVS, i.e. we associate to each immigrant living in one of the 27 countries of the survey the
average beliefs of his/her country of origin. Unfortunately there are no questions that allow us
to study living arrangements and geographical mobility, but we can look at youth and female
labor force participation, and family size. Results are reported in the Web Appendix, where
we follow the standard specification but include also country of destination fixed effects. The
results still hold for youth labor force participation and family size. The number of obser-
vations is much smaller than the CPS, but the fact that even when we take immigrants from
60 countries and we observe them in 27 different countries of destination, we still find that

2 Austria, Belgium, Bulgaria, Switzerland, Cyprus, Czech Republic, Germany, Denmark, Estonia, Spain,
Finland, France, Great Britain, Greece, Hungary, Ireland, Iceland, Luxembourg, Netherland, Norway, Poland,
Portugal, Sweden, Slovenia, Slovak Republic, Turkey, Ukraine.
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Fig. 2 Family ties and economic outcomes. Country dummies from immigrant regressions on family ties

our measure of family ties is an important determinant of youth labor force participation and
family size is encouraging. With all the limitations of this analysis, the results are completely
consistent with the findings from the United States.

4.3 An alternative estimation strategy

An alternative way of testing the importance of family ties is to run a different specification
where in the first-stage we regress immigrants’ economic outcomes of interest on country of
origin dummies, whereas in the second stage we regress the country dummies coefficients of
the various outcomes on family ties and other country of origin variables. With this approach
we are first able to estimate an average effect of coming from different countries of ori-
gin, and then evaluate the relative importance of our measure of family ties with respect to
other country of origin characteristics, including GDP and human capital. The correlations
between the country dummies for the different outcomes obtained in the first stage and our
measure on the strength of family ties are shown in Fig. 2. The results of the second stage
regression, with the inclusion of country controls are reported in the Appendix. The results
go in the expected direction, and from the figure it is also apparent that they are not driven
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Family ties and economic outcomes. Cross-country correlations
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Family ties and economic outcomes. Cross-country correlations

by few outliers.?® Note that the introduction of GDP and human capital does not weaken the
correlation between family ties and economic outcomes, with the exception of female labor
force participation. A likely explanation is that since women tend to stay home more to take
care of the family, they invest less in education to start with.

For comparison with the immigrants’ outcomes, we also plot in Fig. 3 the correlations at
the country level between economic outcomes and the strength of family ties. It is apparent
that immigrants’ behavior mimics the behavior in the country of origin, an indication of both
the importance and the persistence of the strength of family ties as a relevant cultural trait.

23 To rule out the possibility that our results are driven by one specific immigrant groups, we further check
the robustness of our results to the exclusion of second generation Mexicans, the biggest immigrant group in
our sample. The results, reported in the Web Appendix, do not change.
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5 Conclusions

The family is a key socio economic unit in society and the nature of its organization varies
greatly across nationalities. In some cultures/nationalities/regions family ties are weak and
members only feel obligated up to a point to be linked to others members of the family. In
other cultures family ties are strong. We measure family ties based on answers from the WVS
and we show that strong family ties imply more home production of goods and services and
less participation in market activities especially for women. This is associated with larger
families, a more “traditional” role for women and a higher fraction of young adults living
at home. Strong family ties are also associated with less geographical mobility since ties
are more useful if people live close to each other. In order to mitigate problems of reverse
causation and endogeneity of cultural traits to economic outcomes we use second-generation
immigrants in the US. Overall we find an important effect of the nature of family relationships
on economic structures. These considerations are important for the design of public polices
such as labor laws, welfare provision, education, since the same set of interventions may
have very different effects in countries with different family ties.
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Appendix

Table A1 World Value Survey, summary statistics

Variable Observations Mean SD Min Max
Youth LFP 49,791 0.546 0.498 0 1
Female LFP 64,025 0.459 0.498 0 1
Job scarce 104,551 0.465 0.499 0 1
‘Woman housewife 113,599 2.789 0.891 1 4
Gender roles 95,274 0.010 1.058 —2.081 1.733
Living at home 50,463 0.498 0.500 0 1
Family size 17,973 3.395 1.667 1 31
Primary 142,356 0.294 0.456 0 1
Secondary 142,356 0.343 0.475 0 1
Age 142,356 41.778 16.256 15 98
Married 142,356 0.658 0.474 0 1
Middle income 142,356 0.371 0.483 0 1
High income 142,356 0.287 0.452 0 1
Male 142,356 0.470 0.499 0 1
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Table A2 Multinational Time Use Survey, summary statistics

Variable Observations Mean SD Min Max
Age 145,086 32.64 9.70 15 49
Home production 145,086 48.67 77.23 0 900
Employed 133,950 0.69 0.46 0 1
Secondary education 132,588 0.34 0.47 0 1
Tertiary education 132,588 0.29 0.45 0 1
Female 145,086 0.53 0.50 0 1

Countries included in the survey are: Canada, Denmark, France, Netherlands, Norway, United Kingdom,

United States, Italy, Germany, Austria, Bulgaria, South Africa

Table A3 March supplement of the CPS, 1994-2008, summary statistics

Variable Observations Mean SD Min Max
Female LFP 41,529 0.659 0.474 0 1
Youth LFP 36,544 0.574 0.494 0 1
Geographical mobility 31,881 0.119 0.324 0 1
Living at home 31,881 0.410 0.492 0 1
Family size 118,914 2.942 1.722 1 16
Age 118,914 47.692 23.070 15 90

Up to 12 years of school 118,914 0.571 0.495 0 1
Some college 118,914 0.238 0.426 0 1
Married 118,914 0.475 0.499 0 1
Divorced 118,914 0.085 0.278 0 1

Real income 118,914 48,727 49,198 —16114 763,699
Table A4 American Time Use Survey, 2003-2008, summary statistics

Variable Observations Mean SD Min Max
Home production 3,290 123.45 139.69 0 1,015
Age 3,290 49.23 22.29 15 85
Family income 3,290 9.93 3.93 1 16
Less than high school 3,290 0.22 0.41 0 1
High school 3,290 0.26 0.44 0 1
Married 3,290 0.44 0.50 0 1
Employed 3,290 0.50 0.50 0 1
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Table A7 Family ties and economic outcomes of second generation immigrants Evidence from the European

Social Survey

)] (@) 3

Youth LFP Female LFP Family size
Strength of family ties —0.087 (0.052)* —0.029 (0.033) 0.138 (0.072)*
Age 0.256 (0.045)%** 0.081 (0.005)*** 0.004 (0.005)
Age squared —0.004 (0.001)*** —0.001(0.000)*** —0.000 (0.000)***

Primary —0.048 (0.068)
Secondary —0.078 (0.037)**
Married —0.089 (0.050)*
Single —0.015 (0.034)
Female —0.118(0.028)***
Country of destination f.e. X

Observations 1,359

R2

—0.268 (0.034)***
—0.128 (0.022)***
—0.086 (0.026)***
0.093 (0.033)***

X
2,372

—0.065 (0.077)
0.157 (0.049)

X
5,332
0.10

Data on second generation immigrants are taken from the 2004 and 2006 wave of the European Social
Survey. The European Social Survey includes 27 countries: Austria, Belgium, Bulgaria, Switzerland, Cyprus,
Czech Republic, Germany, Denmark, Estonia, Spain, Finland, France, Great Britain, Greece, Hungary, Ireland,
Iceland, Luxembourg, Netherlands, Norway, Poland, Portugal, Sweden, Slovenia, Slovak Republic, Turkey,

Ukraine
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