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Abstract


Using data from two recent surveys of the National Longitudinal Survey of Youth (1979), this study investigates why the workers raised in intact families until the age eighteen earn more during their adult years than those raised in non-intact families. The results indicate that the variable “growing up in an intact family” acts as a proxy for “happiness associated with being raised in an intact family.” Since happier workers are known to be economically more successful, workers raised in intact families, by being more satisfied with their lives and jobs, earn more when they grow up.
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I.
Introduction

A long line of research by economists and sociologists suggests that growing up in an intact family during childhood and adolescence improves the child’s educational attainments considerably (Krein and Beller, 1988; Seltzer, 1994; McLanahan and Sandefur, 1994; Garasky, 1995; Boggess, 1998; Painter and Levine, 2000; Case et. al, 2000; Ermisch and Francesconi, 2001; Hill et. al., 2001; Ginther and Pollak, 2003). All these studies agree that the educational performance of children raised in non-intact families during their childhood is affected adversely by economic deprivation, inadequate supervision and stress resulting from their parents’ marital dissolution. By overcoming these limitations, an intact family provides a more congenial atmosphere to succeed and consequently children raised in these families enjoy, with exception, a higher likelihood of high school graduation and acquire more years of schooling (Seltzer, 1994; Boggess, 1998; Case et. al., 2000).  

Availability of longitudinal data in recent years reveals another interesting fact about the benefits of growing up in an intact family. The National Longitudinal Survey of Youth, 1979 (NLSY79), a nationally representative sample from the United States, indicates that, in addition to promoting children’s educational success, intact families also enhance their future economic wellbeing. The NLSY data from both 1990s and 2000s overwhelmingly support the evidence that children raised in families with both biological parents during their childhood until the age eighteen (INTACT = 1) earn significantly more during their adulthood (ADULTWAGE) than those who grew up in non-intact families. To demonstrate the magnitude of this evidence, two most recent samples were drawn from NLSY79 for the years 2000 and 2002. Two variables – annual income of the employed worker (ADULTWAGE) and whether or not the worker grew up in an intact family until the age of eighteen (INTACT = 1) – were collected from these two years.1 The 2000 sample consists of 6,135 observations with complete information on these two variables. The 2002 sample, on the other hand, consists of 5,877 observations. The sample means and standard errors of annual incomes of workers from these two samples are reported in Table 1.

Results in Table 1 indicate that the average annual wage income of workers raised in intact families is considerably higher than that of workers raised in non-intact families. In both 2000 and 2002, differences in average annual incomes not only are as large as approximately $7,500 a year, but also are statistically significant at all conventional levels. This confirms that children raised in intact families, in fact, earn more than their non-intact counterparts when they grow up as adult workers.2
The above evidence raises the following question: “Why are the wages different between workers raised in intact and non-intact families?” Exponents of human capital theory may attribute them to differences in educational attainments resulting from differences in economic opportunities. As mentioned above, children raised in intact families are likely to face less economic deprivation and thus acquire more years of schooling (Seltzer, 1994; Boggess, 1998; Case et. al., 2000). Since the quantity and quality of schooling affect the worker’s earnings positively (Mincer, 1974; Becker, 1993; Card and Krueger, 1992; Altonji and Dunn, 1996; Card, 1999), children growing up in intact families, by being more educated, are likely to earn more during their adulthood than their non-intact counterparts. 


There are several other theories based on intergenerational income mobility (Solon, 1999), genetic endowments (Behrman and Taubman, 1989, 1990) and stress (Boggess, 1998) that can also be used to explain the differences in incomes of workers raised in intact and non-intact families. Although these studies did not attempt to establish a formal relationship between “being raised in an intact family” (INTACT) and “wage income as an adult worker” (ADULTWAGE), their theories provide valid explanations of why such a relationship may exist. To explain the evidence of wage differences reported in the above paragraphs, the current study examines several such existing theories in the next section. In addition, it provides an alternative explanation of why such differences may exist and thus extends the investigation a step further.  

By following some recent important developments in the literature, the current study proposes that the variable INTACT acts primarily as a proxy for “happiness associated with growing up in an intact family.” Since happier workers are known to have higher incomes (Graham, Eggers and Sukhtankar 2004), workers raised in intact families are likely to earn more when they grow up. The U. S. evidence of higher earnings of workers raised in intact families during their childhood therefore is not surprising. The current study tests this hypothesis.

The next section reviews the literature examining different possible explanations of why an intact family may affect the adult earnings of its children positively. This section also presents a theoretical model of how happier workers can earn more by contributing more in the production process. Section 3 outlines the framework to test the hypothesis proposed in this study. Section 4 presents the data and reports the results. The final section summarizes the findings.

II.
Alternative Explanations

 
There are several existing theories on family structure that can explain the income differences between workers raised in intact and non-intact families. One of the most important theories as pointed out earlier is the human capital investment theory. This theory suggests that investment in education invariably leads to higher future earnings (Becker, 1993; Card, 1999). There are numerous studies by economists and sociologists that support the conclusion that children coming from intact families perform better at school and are likely to acquire more years of schooling (McLanahan and Sandefur, 1994; Case, Lin and McLanahan, 2000; Painter and Levine, 2000; Hill, Yeung and Duncan, 2001; Ginther and Pollak, 2003). Consequently, it can easily be concluded that workers raised in intact families during childhood are likely to earn more during their adulthood because they have more and better schooling than their non-intact counterparts. 


A related important argument focuses on the “nurture” theory. This theory suggests that it is the family environment and the family investment on children that lead to children’s success in their lives (Becker and Tomes, 1979; Haveman and Wolfe, 1995; Case et al., 2000; Hill et al., 2001; Ginther and Pollak, 2003). Two major components of the “nurture” theory are “less economic deprivation” and “more social control.” Children raised in non-intact families, especially with single mothers, are likely to suffer from economic deprivation in the form of less basic necessities that affect their education and even physical growth adversely (Krein and Beller,1988; Boggess, 1998). This eventually lowers their success rate in the job market and so they earn less. Social control aspect of the nurture theory suggests that children raised in non-intact families receive less adult supervision and so less guidance in important decision making (Seltzer, 1994; Hill et al., 2001; Ginther and Pollak, 2003). For example, they get less parental help in doing their homework. Moreover, due to inadequate parental guidance, they are more likely to be involved in illegal activities, such as drugs, alcoholism, teenage pregnancy, crimes etc. (Seltzer, 1994; Hill et al., 2001). All these factors contribute to their weak performance at school and hinder desired human capital accumulation, leading to lower future earnings. Children raised in intact families, on the other hand, suffer from less or no economic deprivation and receive more adult supervision and guidance. This parental nurture helps them do well at school and thus they earn more when they grow up. 


An alternative theory that focuses on “nature” rather than “nurture” can also be used to explain the earning differentials mentioned above. There is a long line of research on inter-generational income mobility which claims that wealthier parents in most cases have more affluent children (Dearden et al., 1997; Solon, 1999).  The exponents of this theory attribute higher earnings of an individual primarily to superior genetic endowments and higher innate abilities (Taubman, 1976a; Atkinson, 1981; Berham and Taubman, 1989, 1990; Solon, 1992). It is possible that the parents in intact families possess special types of genetic endowments which help them maintain a stable life style not only at home, but also at school and workplaces, leading to their greater success in the labor market. The superior genetic endowments of these parents get transmitted to their children who exhibit higher abilities and thus earn more. Regardless of whether this is a causation or a correlation (Painter and Levine, 2000), the fact remains that a large percentage of children with higher incomes are primarily from families with wealthier parents who most likely have more schooling and better occupations (Taubman, 1976b; Berham and Taubman,1990). Transfer of superior genetic endowments from parents to children may thus affect future earnings of children raised in intact families. 


Haveman and Wolfe (1995, p. 1834) have succinctly summarized the “nature/nurture” explanation of children’s attainments in following lines: “The abilities of parents and their educational choices jointly determine the level of family income and the quantity and quality of both time and goods inputs (or “home investments”) that parents devote to their children. Children’s ability and the levels of parental income and home investments in time and goods determine the schooling attained by children, and through schooling, the level of post-schooling investment (e.g., work experience). All of these, in turn, affect children’s earnings and income.”3
One of the most important theories examining the impact of family structure on children’s educational attainments focuses on the “stress” the child suffers on account of parents’ marital dissolution (McLanahan and Sandefur, 1994; Garasky, 1995; Boggess, 1998; Hill et al., 2001). These studies attribute poor educational performance of children coming from broken families primarily to stress. By eliminating the possibility of stress due to marital dissolution, an intact family fosters a nurturing environment for the children to grow. Such children are usually happier and more satisfied than their otherwise identical non-intact counterparts, and consequently they succeed not only in their education, but also in other aspects of life (McLanahan and Sandefur, 1994; Ginther and Pollak, 2003). Recently, an important study by Graham, Eggers and Sukhtankar (2004) based on the Russian panel data confirms that “people with higher levels of happiness are more likely to increase their own income in the future,” (p. 340). 
It is important to note that all the theories discussed in this section provide valid explanations of why children raised in intact families earn more during their adulthood. None of them, however, has tested this hypothesis explicitly. The current study does exactly that, and demonstrates that these earlier theories provide only partial explanations of why growing up in an intact family (INTACT) affects adult earnings positively. The study goes a step further by providing an additional explanation of why such a positive association may exist. It claims that INTACT, in fact, acts as a proxy for happiness associated with growing up in an intact family which, following the findings of Graham, Eggers and Sukhtankar (2004), simply suggests that workers raised in intact families earn more because they grow up as happier workers. The study tests this hypothesis and confirms that compared to other earlier theories, the happiness theory provides a more complete and hence a more satisfactory explanation of why workers raised in intact families achieve greater economic success. 
Interestingly, the above argument is also supported by the marginal productivity theory of wages. If wages are determined according to performance, a worker with higher productivity is expected to receive, with other characteristics held constant, higher wages than those with relatively lower productivity. Happier and more satisfied workers are known to be more productive (Graham, Eggers and Sukhtankar, 2004) and consequently they earn more than others. 

Define Q as output, K as capital and L as hours of labor. Define L* as the hours worked happily when the worker is satisfied with life and his/her job. L* thus is related to actual labor hours (L) as follows:

(1)
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denotes the happiness index and lies between 0 and 1. Note that a worker may be working for L hours, but his actual contribution will depend on how many hours he works happily and so sincerely (L*). Thus, the theoretical production function (as opposed to the empirical production function, Q = Q (K, L)) can be written as

(2)
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Since employers pay employees according to their marginal productivities, hourly wage of a worker based on the actual hours (L) is given by

(3)
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If the worker is one hundred percent happy (i.e., 
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However, if he/she is less happy (i.e., 
[image: image9.wmf],

1

<

v

say .5), the hourly wage would reduce to

(5)
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The above model suggests that as long as employers pay their employees according to their productivities, happier and more satisfied workers would earn more because by being more sincere and dedicated they are expected, with other characteristics held constant, to produce more. If the hypothesis proposed in this study that INTACT acts as a proxy for “happiness associated with growing up in an intact family” is true, then it naturally follows that, by being more satisfied with their lives and jobs, workers raised in intact families would earn more when they grow up. The next section models this hypothesis econometrically and the following sections present the test results.

III.
The Estimating Equation and the Variables of Interest

Test of different hypotheses introduced in the last section requires estimating a regression equation with annual earnings (wage incomes) of adults (ADULTWAGE) as the dependent variable. Although this wage equation can be estimated by controlling for numerous explanatory variables available in the NLSY79, we limit to only those variables that are relevant to testing several hypotheses discussed in Section 2. Since the objective of this study is to unravel the mystery behind why growing up in an intact family increases ones future earnings, we focus exclusively on those variables that are related to the worker’s family background and parental family structure. These variables are obtained from the two most recent surveys of the NLSY79 sample conducted in years 2000 and 2002. 


Results reported in Table 1 suggest that INTACT has significant effects on ADULTWAGE. This variable therefore is included as an explanatory variable in the wage regression and is expected to yield a positive and a statistically significant coefficient. The wage income of a worker is known to be positively related to the worker’s years of schooling (SCHL). Moreover, as discussed in the last section, intact families in general promote higher rates of success in children’s educational attainments. The effects of education on the worker’s income thus depend also on whether or not the worker grew up in an intact family. Test of this hypothesis requires including an interaction term in the wage regression. In order to have a meaningful interpretation, the coefficient of the interaction term is measured traditionally from the mean years of schooling (Mean) rather than from zero years of schooling.4 The relevant explanatory variable therefore is INTACT*(SCHL-Mean). In a standard wage regression, the coefficients of SCHL as well as the interaction term just mentioned are expected to be positive. Statistical significance of the later variable would also validate the hypothesis that the effect of education on income depends partly on whether or not the child grew up in an intact family.   


To test the inter-generational income mobility hypothesis that families with higher incomes are likely to have children who earn more than their low-income counterparts when they grow up, it is necessary to include in the child’s wage regression the parental income (FAMINC80) as an explanatory variable (Haveman and Wolfe, 1995; Solon, 1999). This variable was obtained from the 1980 survey when the workers were aged between 15 and 23. The validity of this hypothesis requires the coefficient of FAMINC80 to be positive and statistically significant.

As shown in the last section, several studies attribute a worker’s higher income to his/her superior genetic endowments inherited from parents. In the absence of data on genetic endowments, several studies use different parental background variables as proxies for these unobserved attributes. Traditionally variables such as father’s occupation (FATHOCC)5 and education of parents (FATHEDCN, MOTHEDCN) have been used as close, although not perfect, substitutes for this important variable (Taubman, 1976a; Haveman and Wolfe, 1995; Ermisch and Francesconi, 2000; Lauer, 2002).6 These variables therefore are included in the wage regression to test whether or not INTACT proxies standard family background variables known to have significant effects on the worker’s income.

A variable related to the genetic endowment is the worker’s innate ability that may also affect his/her earnings (Hause, 1972; Taubman and Wales, 1973; Todd and Wolpin, 2003). As discussed earlier, parents in intact families may possess some kind of unobserved innate abilities that help them maintain stable families. Children born in these families are likely to inherit those superior abilities that help them succeed not only in their education but also in the job market, and consequently they earn more. To test this hypothesis, workers’ Armed Force Qualifications Test (AFQT) score, a traditional measure of intelligence, is included in the wage regression as an explanatory variable.  

To test the hypothesis that happier workers earn more (Graham et al., 2004), two dummy variables, “very satisfied with life” obtained from the 1987 survey (HAPPY87 = 1) and “very satisfied with the current job” obtained from the survey years under consideration (JOBSAT = 1), are included in the wage regression. If the happiness hypothesis as suggested recently is valid, these variables should assume positive and statistically significant coefficients. With the above explanatory variables, our estimating wage equation can be written as follows:
(6)
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Test of different theories discussed in the last section as valid explanations of why growing up in an intact family increases adult earnings would require the variable INTACT to act as a proxy for those relevant variables. In other words, inclusion of those variables in the regression along with INTACT should make them statistically insignificant. For example, if inclusion of SCHL along with INTACT renders both variables statistically insignificant, it would mean that they are highly correlated and may therefore be treated as proxies for each other. In that case, the human capital theory would provide an explanation of why children raised in intact families earn more when they grow up. If, on the other hand, both variables remain statistically significant, it would indicate that although INTACT and SCHL are both important determinants of ADULTWAGE, they are not proxies for each other. Earnings differences based on INTACT in that case therefore may not necessarily be attributed to differences in their years of schooling. 

Finally, to test the hypothesis proposed in this study that INTACT acts as a proxy for “happiness (highly satisfied with life and job) associated with growing up in an intact family,” two interaction terms – INTACT
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HAPPY87 and INTACT
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JOBSAT – are introduced in the wage regression.7 If the proposed hypothesis is valid, then inclusion of any one of these two interaction terms along with INTACT would render both the variables statistically insignificant because by being proxies for each other they would be highly correlated leading to large standard errors for their coefficient estimates. Thus the final estimating equation with the full set of variables is written as follows:

(7)

[image: image15.wmf].

87

87

)

(

80

12

11

10

9

8

7

6

5

4

3

2

1

0

e

b

b

b

b

b

b

b

b

b

b

b

b

b

+

´

+

´

+

+

+

+

+

+

+

´

-

+

+

+

+

=

JOBSAT

INTACT

HAPPY

INTACT

JOBSAT

HAPPY

AFQT

MOTHEDCN

FATHEDCN

FATHOCC

INTACT

MEANSCHL

SCHL

SCHL

FAMINC

INTACT

ADULTWAGE


The means and standard errors of these variables for both 2000 and 2002 surveys are reported in the Data Appendix.


It is important to note that several other variables, such as the worker’s occupation, industry and job experience, may have significant effects on wages. These variables, however, are not included in the regression because they are not directly related to the parental family structure, and moreover their inclusion in the wage regression may shift the emphasis to other important directions. To focus our attention exclusively on unraveling the mystery behind the income differences examined in this study, we include in the regression only those variables that are related directly to the worker’s parental family.

IV.
Results


To test different theories discussed in Sections 2 and 3, equation 7 is estimated by OLS using data from 2000 and 2002 surveys separately.8 Different restricted versions of equation 7 with fewer explanatory variables, starting with INTACT only, are estimated by OLS. More explanatory variables are included subsequently until the full model (as shown in equation 7) is estimated.9 Results of these regressions are reported in Tables 2 through 9. Equation 7A of Table 2 clearly suggests that INTACT is a significant determinant of ADULTWAGE in both 2000 and 2002 surveys. This provides strong support to the findings presented in Table 1 that children growing up in intact families earn more when they grow up than those raised in non-intact families. 

Next, we estimated equation 7B (Table 2) by including the parental family income (FAMINC80) as an additional explanatory variable. The estimates (Table 2, columns 3 and 4) indicate that the “intergenerational income mobility” hypothesis is valid and that the “nurture” theory explains to a large extent why children of wealthier parents earn more during their adulthood. Although t-statistics associated with the coefficients of INTACT in both 2000 and 2002 equations decline slightly with the inclusion of FAMINC80, the coefficients still remain significantly different from zero at all conventional levels. This clearly suggests that both INTACT and FAMINC80 are significant determinants of ADULTWAGE and that INTACT is not necessarily a proxy for higher parental family income alone. In other words, children raised in intact families earned more during adulthood not merely because they had less economic deprivation during childhood, but due to other unobserved factors that may be correlated with INTACT.  

To verify the hypothesis that effects of the years of schooling (SCHL) on ADULTWAGE also depend on whether or not the worker was raised in an intact family when he/she was young, we estimated equation 7C with SCHL and INTACT
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(SCHL-Mean) as additional explanatory variables. These results are reported in the first two columns of Table 3. As expected both variables have statistically significant positive coefficients which confirm that INTACT does determine the effects of schooling on adult earnings. Note, however, that despite the inclusion of the above two variables, INTACT continues to remain statistically significant. This confirms that the variable INTACT does not act as a proxy for increased schooling acquired by children raised in intact families. In other words, higher earnings of workers raised in intact families cannot be attributed solely to their higher levels of schooling. Other factors must be sought after. 

Columns 3 and 4 of Table 3 (equation 7D) introduce three other variables, FATHOCC, FATHEDCN and MOTHEDCN, as proxies for the worker’s “nature,” the genetic endowments. Interestingly, father’s occupation and education have both positive and statistically significant coefficients, providing support to the hypothesis that workers with superior paternal genetic endowments earn more. Surprisingly, however, the education of the mother does not seem to have a significant effect on the worker’s adult earnings. 
It is interesting to note that the inclusion of the above three variables reduces the t-ratio associated with INTACT to a level below the desired ones in the 2002 survey only. In the 2000 survey, however, it remains statistically significant. Although the reason is not clear,10 it may be due to a high degree of correlation of INTACT with some combination of a number of positively related variables, such as family income, father’s occupation, father’s education and mother’s education. Parents with better occupation and higher education are likely to have higher family incomes, and moreover all these characteristics may be present in a typical intact family. The correlation between these variables may thus increase the standard error of the coefficient of INTACT, leading to the loss of its statistical significance, hiding thereby the true scenario behind why adult incomes of children raised in intact families are higher. 


One way to avoid the problem just mentioned is to exclude variables that are identical in nature. Since parental occupation and education variables (FATHOCC, FATHEDCN, MOTHEDCN) represent to a large extent higher parental family income (FAMINC80), both sets of these variables need not be included in the regression simultaneously.11 Since we have already estimated equation 7C with FAMINC80, we re-estimate equation 7D without this variable while retaining the full set of parental education and occupation variables. These results are reported in the first two columns of Table 4 (equation 7E). Note that the variable INTACT with this exclusion regains its statistical significance. The three 2002 equations (7C, 7D and 7E) thus confirm that INTACT is a significant determinant of ADULTWAGE and that neither the parental income nor the parental occupation and education variables alone act as close proxies of INTACT. With a view to avoiding the possibility of this sample-specific multi-collinearity, we exclude FAMINC80 from all remaining 2002 equations while retaining it in 2000 equations.

To see whether the worker’s innate ability affects his/her earnings, we include next the AFQT score as an explanatory variable. The results are reported in columns 3 and 4 of Table 4 (equation 7F). As expected, it turns out to be a highly significant determinant of the worker’s adult earnings. Inclusion of this variable, however, does not render INTACT insignificant which suggests that INTACT, in fact, is not a proxy for the worker’s innate ability. In other words, observed differences in adult earnings are not necessarily due to differences in workers’ innate abilities.

To test the happiness theory, two satisfaction variables, HAPPY87 and JOBSAT, are included next among the explanatory variables. First, they are included separately, and then together. The results are reported in columns 1 and 2 of Table 5 (equation 7G), Table 6 (equation 7I) and Table 7 (equation 7K). Table 5 shows that the variable INTACT remains statistically significant even after the inclusion of HAPPY87 which, as expected, also emerges as a significant determinant of adult earnings. Tables 6 and 7 present exactly similar results. The job satisfaction variable (JOBSAT) in Table 6 and both HAPPY87 and JOBSAT in Table 7 emerge statistically significant with positive effects on the worker’s adult earnings. These results support the recent finding that happiness positively affects the worker’s economic status. Statistical significance of INTACT in all three equations (7G, 7I and 7K), however, suggests that INTACT is not necessarily a proxy for HAPPY87 or JOBSAT, and consequently income differences between workers raised in intact and non-intact families cannot be attributed exclusively to these two satisfaction variables. Other factors must be sought after.

To test the hypothesis proposed in this study that INTACT acts as a proxy for happiness associated with growing up in an intact family (or job satisfaction associated with being raised in an intact family), we include among the explanatory variables two interaction terms, INTACT
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HAPPY87 and INTACT
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JOBSAT, first separately, and then together. These results are reported in Table 5 (equation 7H), Table 6 (equation 7J) and Table 7 (equation 7L). Interestingly, INTACT loses its statistical significance drastically after the inclusion of these variables. Moreover, most of the satisfaction variables and the interaction terms in both 2000 and 2002 equations also become statistically insignificant. This clearly suggests that the variables INTACT, HAPPY87, JOBSAT, INTACT
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HAPPY87 and INTACT
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JOBSAT are highly correlated. This is evident from the correlation matrix presented in Table 8. The correlations of the above three variables with the interaction terms are in most cases above .5 and consequently their coefficients assume large standard errors when they are controlled for together in the regression.

To see the importance of the interaction terms only, equations 7H, 7J and 7L were estimated without INTACT, HAPPY87 and JOBSAT. These results are reported in Table 9. It is interesting to observe that all interaction terms are highly significant in all six 2000 and 2002 equations. Results from equations 7H, 7J and 7L and from Table 9 indicate that, considered independently, INTACT, INTACT
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HAPPY87 and INTACT
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JOBSAT are significant determinants of ADULTWAGE. They lose their statistical significance, however, when they are included in the wage regression together. This confirms that INTACT, INTACT
[image: image23.wmf]´

HAPPY87 and INTACT
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JOBSAT are highly correlated, and consequently INTACT may be considered as a proxy for these interaction terms. Inclusion of both proxies as explanatory variables naturally leads to loss of statistical significance of both variables and therefore is unnecessary. Statistical significance of INTACT in all earlier equations may thus be attributed partly to the worker’s happiness and job satisfaction associated with growing up in intact families (INTACT
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HAPPY87 and INTACT
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JOBSAT). In other words, the evidence of higher earnings of workers raised in intact families results partly from higher levels of happiness and job satisfaction associated with a stable parental family structure during their childhood.  
V.
Summary and Conclusion

With a view to finding an alternative explanation of the observed differences in adult earnings between workers raised in intact and non-intact families, this study examines several earlier theories relating to the worker’s parental family structure, family income and genetic endowments. Two samples from the NLSY were used to test those theories. The results indicate that parental family income, occupation and education are important determinants of the worker’s adult earnings. However, they provide only partial explanations of why children raised in intact families earn more. 

Following the findings of some recent studies on the contribution of happiness to worker’s economic success, the current study suggests that growing up in an intact family during childhood acts as a proxy for happiness associated with such growing up. Since happiness affects earnings positively, being raised in an intact family eventually leads to higher earnings. The study tests this hypothesis and confirms that adult earnings of workers raised in intact families during their childhood are higher because these workers are happier partly due to their growing up in such families. 


The study concludes with two precautionary notes. First, the study does not enter into the debate of whether the effect of INTACT on ADULTWAGE follows from a causal relation or is due to a simple correlation (Painter and Levine, 2000). This controversy can never be resolved without additional information. Regardless of whether it is due to causation or correlation, the study simply acknowledges that the variable INTACT (being raised in an intact family during childhood) acts as a proxy for happiness associated with growing up in such a family, and consequently observed higher earnings of workers coming from intact families may be attributed partly to the happiness of this kind.    


Finally, although the study claims INTACT to be a proxy for happiness associated with growing up in an intact family, it is not necessarily the proxy for that variable only. It may, in fact, be acting as an instrument for other unobserved variables relating to the worker’s parental family structure (Ginther and Pollak, 2003). The findings of this study may not therefore provide a complete explanation of observed income differences between workers coming from intact and non-intact families. It simply provides an alternative explanation of this evidence and thus sets the stage for future research.
Footnotes
1. The annual incomes were obtained from the respective years. The variable INTACT, however, was obtained from the year 1988 when the respondents were asked to specify the types of families in which they were raised until the age of eighteen.

2.
A study of economic effects of marital stability is not new in the literature. See Becker et al. (1977) for an early work on this topic. The current study extends the analysis to economic success of children coming from those families. 

3.
Also see Solon (1999) for an excellent review on the inter-generational income mobility.
4.
See any standard elementary econometrics textbook (for example, Wooldridge, 2003, p. 194) for a discussion on the inclusion of interaction terms measured from variable means.

5.
The variable FATHOCC assumes the value 1, if the father works in a managerial or a professional position. 

6.
Most studies examining the effects of genetic endowments on education and earnings used data from identical twins (for instance, Taubman, 1976a, 1976b). The current study does not use such a data set because it does not intend to test the genetic endowment hypothesis of intergenerational income correlation which is already established in the literature. It simply examines whether or not the variable INTACT acts as a proxy for the important family background variables known to represent partly the family’s genetic endowments.
7.
Happiness in life and satisfaction with current job may result from many different factors and not necessarily from growing up in an intact family alone. In the absence of actual data on happiness attributed exclusively to growing up in an intact family, we use the interaction terms as their proxies which assume the value one when the worker is happy and was raised in an intact family during childhood.

8.
A panel study is not conducted because most of the explanatory variables used in 2000 and 2002 are time-invariant, and consequently a possibility of individual heterogeneities does not arise in this model. Estimation of fixed effect or random effect models in this case would lead to inconsistent coefficient estimates. 
9.
The reason for estimating equation 7 with less number of explanatory variables initially is to see whether or not the key variable INTACT retains its statistical significance when other important variables are included later. 

10.
It should not be confused with INTACT having no significant impact on ADULTWAGE because such a conclusion not only contradicts the empirical evidence presented in Table 1, but also is not true in any one of the 2000 equations and in some 2002 equations (7A – 7C). Moreover, the t-statistic associated with INTACT in equation 7D of 2002 is much larger than 1.
11.
It simply distorts the true scenario of why children raised in intact families earn more. One group of these variables may therefore be excluded without a significant loss of generality.
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Table 1
Average Annual Wage Incomes of Workers Growing up in

Intact and Non-Intact Families until Age Eighteen.a

Year


Average Annual Wage Income ($)


Z-Statistic




_________________________________

for differences 











of means




Intact Family

Non-Intact Family

2000


39,141.65

31,787.13


8.94




(580.76)

(582.92)




[3,818]


[2,317]

2002


42,579.03

35.017.38


7.69




(692.88)

(698.15)




[3,656]


[2,221]

a
The number in the parenthesis is the standard error and the number in the square 
bracket is the sample size.

Table 2

Different Variants of Annual Earnings Equation 7.a

________________________________________________________________________

Variable


Equation 7A


     
Equation 7B






________________________
_______________________





2000

    2002

2000


2002


________________________________________________________________________

Constant

31787.13**
35017.38**

26799.45**
28959.95**




(46.16)

(42.59)


(35.98)

(32.55)

INTACT

7354.53**
7561.64**

4463.98**
4218.67**




(8.43)

(7.25)


(5.10)

(4.05)

FAMINC80

_____

_____


0.4254**
0.5078**

(15.85) (15.99)

________________________________________________________________________

Sample Size)

6,135

5,877


6,135

5,877

________________________________________________________________________

a

The quantity in the parenthesis is the absolute t-ratio.

** (*)

Significant at 5 percent (10 percent level).

Table 3

Different Variants of Annual Earnings Equation 7.a

________________________________________________________________________

Variable


Equation 7C


    
 Equation 7D






________________________
_______________________





2000

    2002

2000


2002


________________________________________________________________________

Constant

-18445.95**
-29167.78**

-17312.33**
-28439.17**




(5.14)

(6.89)


(4.81)

(6.70)

INTACT

2736.26**
2291.51**

1863.91**
1364.69




(3.30)

(2.34)


(2.23)

(1.38)

FAMINC80

0.2943**
0.3438**

0.2587**
0.3012**




(11.47)

(11.37)


(9.91)

(9.77)

SCHL


3609.43**
4613.66**

3268.26**
4211.72**




(13.22)

(14.39)


(11.71)

(12.87)

INTACT
[image: image27.wmf]´



1517.93**
1428.60**

1309.97**
1222.88**

(SCHL–Mean)

(4.49)

(3.60)


(3.87)

(3.08)

FATHOCC

_____

_____


5749.24**
5432.69**









(5.12)

(4.07)

FATHEDCN

_____

_____


283.17**
351.98**









(2.98)

(3.10)

MOTHEDCN

_____

_____


75.97

150.57









(0.64)

(1.07)

________________________________________________________________________

a

The quantity in the parenthesis is the absolute t-ratio.

** (*)

Significant at 5 percent (10 percent level).

Table 4

Different Variants of Annual Earnings Equation 7.a

________________________________________________________________________

Variable


Equation 7E


    
 Equation 7F






________________________
_______________________





2000

    2002

2000


2002


________________________________________________________________________

Constant

-16977.80**
-28031.85**

-7139.66**
-14991.91**




(4.68)

(6.55)


(1.96)

(3.46)

INTACT

3169.13**
2824.00**

1573.04*
2244.56**




(3.81)

(2.87)


(1.90)

(2.31)

FAMINC80

______
______

0.2097**
______









(8.03)

SCHL


3338.85**
4292.41**

2209.85**
2916.86**




(11.88)

(13.02)


(7.66)

(8.55)

INTACT
[image: image28.wmf]´



1405.10**
1350.69**

1237.28**
1261.72**

(SCHL–Mean)

(4.12)

(3.38)


(3.70)

(3.20)

FATHOCC

6454.94**
6264.98**

4380.51**
4368.86**




(5.71)

(4.67)


(3.93)

(3.29)

FATHEDCN

381.85**
475.63**

95.15

205.86*




(4.01)

(4.18)


(1.00)

(1.81)

MOTHEDCN

167.47

254.46*

-79.31

28.58




(1.39)

(1.80)


(0.67)

(0.20)

AFQT


______
______

213.74**
272.16**









(12.36)

(13.23)

________________________________________________________________________

a

The quantity in the parenthesis is the absolute t-ratio.

** (*)

Significant at 5 percent (10 percent level).

Table 5

Different Variants of Annual Earnings Equation 7.a

________________________________________________________________________

Variable


Equation 7G


    
 Equation 7H






________________________
_______________________





2000

    2002

2000


2002


________________________________________________________________________

Constant

-7238.22**
-15058.37**

-7238.46**
-15068.84**




(1.99)

(3.48)


(1.99)

(3.48)

INTACT

1613.37**
2300.19**

1559.43
1799.99




(1.96)

(2.37)


(1.57)

(1.53)

FAMINC80

0.2107**
______

0.2108**
______




(8.09)




(8.08)

SCHL


2143.57**
2850.91**

2146.13**
2874.75**




(7.43)

(8.35)


(7.40)

(8.39)

INTACT
[image: image29.wmf]´



1221.67**
1250.25**

1217.00**
1206.61**

(SCHL–Mean)

(3.66)

(3.17)


(3.61)

(3.03)

FATHOCC

4292.43**
4277.18**

4292.86**
4282.73**




(3.85)

(3.22)


(3.85)

(3.22)

FATHEDCN

106.19

218.12*

106.28

219.14*




(1.12)

(1.91)


(1.11)

(1.92)

MOTHEDCN

-92.16

13.30


-92.34

12.18




(0.78)

(0.09)


(0.78)

(0.09)

AFQT


209.86**
268.28**

209.88**
268.46**




(12.14)

(13.03)


(12.14)

(13.04)

HAPPY87

3609.25**
3551.81**

3504.25**
2586.93




(4.32)

(3.56)


(2.58)

(1.60)

INTACT
[image: image30.wmf]´

HAPPY87





168.50

1551.93









(0.10)

(0.76)


________________________________________________________________________

a

The quantity in the parenthesis is the absolute t-ratio.

** (*)

Significant at 5 percent (10 percent level).

Table 6

Different Variants of Annual Earnings Equation 7.a

________________________________________________________________________

Variable


Equation 7I


    
 Equation 7J






________________________
_______________________





2000

    2002

2000


2002


________________________________________________________________________

Constant

-8611.36**
-16375.18**

-8216.03**
-15718.88**




(2.36)

(3.78)


(2.23)

(3.62)

INTACT

1607.52*
2204.17**

756.51

478.19




(1.95)

(2.27)


(0.63)

(0.35)

FAMINC80

0.2099**
_____


0.2098**
_____




(8.06)




(8.05)

SCHL


2170.50**
2851.66**

2180.79**
2879.20**




(7.53)

(8.37)


(7.56)

(8.44)

INTACT
[image: image31.wmf]´



1216.65**
1290.48**

1196.50**
1249.26**

(SCHL–Mean)

(3.64)

(3.28)


(3.58)

(3.17)

FATHOCC

4251.34**
4274.25**

4228.29**
4232.99**




(3.82)

(3.22)


(3.79)

(3.19)

FATHEDCN

96.19

204.84*

98.43

209.26*




(1.01)

(1.80)


(1.04)

(1.83)

MOTHEDCN

-78.93

34.65


-80.84

34.33




(0.67)

(0.25)


(0.68)

(0.24)

AFQT


214.12**
272.33**

214.16**
272.57**




(12.40)

(13.26)


(12.41)

(13.28)

JOBSAT

3608.57**
4451.29**

2643.53**
2310.08




(4.68)

(4.86)


(2.11)

(1.55)

INTACT
[image: image32.wmf]´

JOBSAT
_____

_____


1554.34
3438.88*









(0.98)

(1.82)

________________________________________________________________________

a

The quantity in the parenthesis is the absolute t-ratio.

** (*)

Significant at 5 percent (10 percent level).

Table 7

Different Variants of Annual Earnings Equation 7.a

________________________________________________________________________

Variable


Equation 7K

    

 Equation 7L






________________________
_______________________





2000

    2002

2000


2002


________________________________________________________________________

Constant

-8589.59**
-16343.84**

-8210.00**
-15710.26**




(2.35)

(3.78)


(2.24)

(3.62)

INTACT

1641.61**
2255.25**

843.52

161.37




(1.99)

(2.33)


(0.65)

(0.11)

FAMINC80

0.2108**
______

0.2108**
______




(8.10)




(8.10)

SCHL


2113.16**
2798.39**

2122.36**
2844.22**




(7.33)

(8.21)


(7.33)

(8.31)

INTACT
[image: image33.wmf]´



1284.01**
1278.63**

1186.23**
1203.10**

(SCHL–Mean)

(3.61)

(3.25)


3.52)

(3.02)

FATHOCC

4180.96**
4200.46**

4158.93**
4164.02**




(3.76)

(3.17)


(3.74)

(3.14)

FATHEDCN

106.16

215.59*

108.25

220.80*




(1.12)

(1.89)


(1.14)

(1.94)

MOTHEDCN

-90.65

20.94


-92.39

19.66




(0.77)

(0.15)


(0.78)

(0.14)

AFQT


210.56**
268.93**

210.60**
269.30**




(12.19)

(13.09)


(12.20)

(13.11)

HAPPY87

3284.51**
3095.20**

3309.18**
2334.70




(3.92)

(3.10)


(2.43)

(1.44)

INTACT
[image: image34.wmf]´

HAPPY87
______
______

-53.72

1248.07









(0.03)

(0.61)

JOBSAT

3335.28**
4164.07**

2411.86*
2068.51




(4.31)

(4.53)


(1.92)

(1.38)

INTACT
[image: image35.wmf]´

JOBSAT
______
______

1488.94
3370.86*









(0.93)

(1.78)

________________________________________________________________________

a

The quantity in the parenthesis is the absolute t-ratio.

** (*)

Significant at 5 percent (10 percent level).

Table 8

Correlation Matrix.a

Variable
Jobsat

Happy

Intact*Happy
  Intact*Jobsat
    Intact

Year 2000

Jobsat

1.000

Happy

0.100

1.000

Intact
[image: image36.wmf]´

Happy
0.081

0.732

1.000

Intact
[image: image37.wmf]´

Jobsat
0.654

0.078

0.303

1.000

Intact

0.001

0.009

0.388

0.559

1.000

Year 2002

Jobsat

1.000

Happy

0.107

1.000

Intact
[image: image38.wmf]´

Happy
0.079

0.729

1.000

Intact
[image: image39.wmf]´

Jobsat
0.677

0.069

0.284

1.000

Intact

0.017

0.005

0.389

0.530

1.000

a
The sample sizes for 2000 and 2002 data are 6,135 and 5,877 respectively.

Table 9

Alternative Specifications of the Annual Earnings Equation (equation 7).a

Variable

Equation 6H1

Equation 6J1

Equation 6L1

2000 Sample

Consatnt

-7171.17**

-7185.12**

-7290.21**




(1.97)


(1.97)


(2.00)

FAMINC80

0.2126**

0.2073**

0.2057**




(8.24)


(8.02)


(7.96)

SCHL


2233.40**

2196.71**

2193.93**




(7.77)


(7.63)


(7.63)

INTACT
[image: image40.wmf]´



1107.62**

1190.98**

1134.16**

(SCHL-Mean)

(3.32)


(3.58)


(3.40)

FATHOCC

4356.03**

4205.99**

4159.95**




(3.91)


(3.77)


(3.73)

FATHEDCN

109.87


94.18


92.43




(1.16)


(1.00)


(0.98)

MOTHEDCN

-94.27


-80.76


-86.10




(0.80)


(0.68)


(0.73)

AFQT


211.81**

213.79**

211.86**




(12.26)


(12.39)


(12.27)

INTACT
[image: image41.wmf]´

HAPPY
3855.64**

______

2806.43**




(3.93)





(2.75)

INTACT
[image: image42.wmf]´

JOBSAT
______

3819.69**

3162.85**







(4.64)


(3.69)

2002 Sample

Consatnt

-14945.62**

-15084.57**

-15235.43**




(3.46)


(3.49)


(3.53)

SCHL


2952.85**

2899.69**

2898.51**




(8.68)


(8.53)


(8.53)

INTACT
[image: image43.wmf]´



1098.85**

1233.99**

1165.58**

(SCHL-Mean)

(2.79)


(3.14)


(2.96)

FATHOCC

4373.46**

4195.79**

4129.76**




(3.30)


(3.16)


(3.11)

FATHEDCN

231.22**

204.46*

203.02*




(2.05)


(1.81)


(1.80)

MOTHEDCN

10.13


34.43


25.62




(0.07)


(0.25)


(0.18)

AFQT


270.38**

272.20**

269.82**




(13.15)


(13.27)


(13.15)

INTACT
[image: image44.wmf]´

HAPPY
4566.97**

______

3075.81**




(3.90)





(2.54)

INTACT
[image: image45.wmf]´

JOBSAT
______

5391.32**

4686.07**







(5.43)


(4.55)

a

The quantity in the parenthesis is the absolute t-ratio.

** (*)

Significant at 5 percent (10 percent) level.

Data Appendix

Means and Standard Errors of Variables

Variable


2000 Sample



2002 Sample




__________________________
________________________




Mean

Standard Error
a
Mean

Standard Error

ADULTWAGE
36,364.07
425.61


39,721.38
507.58

INTACT

0.6223

0.0062


0.6221

0.0063

FAMINC80

15,954.74
201.81


16,026.48
207.47

SCHL


13.3506
0.0311


13.3849
0.0321

INTACT
[image: image46.wmf]´



0.1475

0.0249


0.1372

0.0258

(SCHL-MEAN)

FATHOCC

0.1845

0.0050


0.1848

0.0051

FATHEDCN

9.5832

0.0670


9.6041

0.0680

MOTHEDCN

10.3625
0.0505


10.3265
0.0521

AFQT


40.2140
0.3737


40.4885
0.3809

HAPPY87

0.3167

0.0059


0.3184

0.0061

JOBSAT

0.5459

0.0064


0.5021

0.0065

INTACT
[image: image47.wmf]´



0.1990

0.0051


0.1991

0.0052

HAPPY87

INTACT
[image: image48.wmf]´



0.3399

0.0061


0.3165

0.0061

JOBSAT

Sample Size


6,135




5,877

a
Standard error of the sample mean = Standard deviation 
[image: image49.wmf]¸

(Sample Size)1/2.
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