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Abstract:

The purpose of this paper is to assess if parents exert an influence on the occupation
choices of their children. Using data from the German Socioeconomic Panel (SOEP), we
find a high persistency of occupational decisions across fathers and children using nested
and conditional logit models. To separate effects related to genetic factors (nature) and
parental education or role models (nurture), we determine the persistency separately
for children who grew up with their biological fathers and for those who did not. Our
results suggest that especially nurture plays a decisive role in explaining the choice of

one’s occupation.
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1 Introduction

The purpose of this paper is to assess the determinants of occupational choice. The
question is of utmost importance, as the quality of the match between individuals
and occupations may affect productivity and wages as well as other socio-economic
characteristics later in life. Remarkably, the analysis of occupational choice has received
rather little attention in the economic literature so far. Notable exceptions are papers
that investigate the impact of labour market conditions and individual characteristics,
such as gender, on occupational choice (see, e.g., Robertson and Symons (1990), Drost
(2002), Sookram and Strobl (2009) and Kleinjans (2010)).!

This study analyses the intergenerational persistence of occupational choices. In
particular, we are interested in the role of the family in determining individual occupa-
tional choice. Occupational decisions are made early in life, when the individual usually
still lives with his/her parents, who financially support the individual’s vocational ed-
ucation and training. Parents may therefore influence their children’s occupational
decisions. Even if parents are altruistic towards their children, strategic motives may
play a role. To ensure the stability of family-owned businesses, for example, parents
may want their children to choose vocational training that enables them to take over
the family business later in life. Moreover, the bonding between parents and children
may be closer if they work in similar occupations and can share common experiences.
Furthermore, parents are a natural and important source of advice and information
for children looking for information regarding potential employment at the beginning
of their career. Given that the search for credible information is costly and difficult,
information shared by parents may bias their children’s opinions and decisions. All
these aspects may increase the individual’s propensity to choose the same occupation
as his/her parents, although it does not necessarily improve the quality of the occupa-
tional match.

To assess whether there is a link between parental occupations and the occupa-
tional choice of their children, we exploit data from the SOEP. The data set comprises
rich socio-economic information on children and their parents, including detailed in-

formation on the occupational choices of both. As a first step, we analyse whether

"However, determinants of an individual’s level of educational attainment (e.g., the years of school-
ing) and the socio-economic status that corresponds to an individual’s occupation have received con-

siderable attention.



occupational decisions are indeed persistent across generations. Estimating nested and
conditional logit models, we find strong evidence in favour of persistence. The main
empirical challenge is to disentangle effects related to nature and nurture. Nature ef-
fects suggest that children have an increased propensity to choose an occupation in
the same (or similar) industry as their parents due to inherited genetic endowments
and according similarities in talent or preferences for certain occupations. Nurture
effects, in turn, suggest that parents may exert a direct influence on their children’s
occupational decision due to advice, educational elements, or serving as role models.

Our empirical strategy disentangles these two effects by determining the persistence
separately for individuals who have grown up with their biological parents and indi-
viduals who have not. Our estimations suggest that the effect of biological fathers
is significantly different between these groups. Individuals’ biological fathers exert a
strong and statistically significant effect on individuals’ occupational choices if fathers
have lived with the family during childhood. Otherwise, fathers have only a weak and
quantitatively small influence. This finding underpins the importance of the nurture
component in determining an individuals” occupational decision.

The paper is structured as follows: in section 2, we provide a theoretical motivation
for our analysis and give a short review of the existing literature. In section 3, we
present our data set. Section 4 describes the estimation methodology. The estimation

results are presented in 5. Section 6 concludes.

2 Theory and Existing Literature

For several decades, scientists have discussed whether individuals are defined by genetic
endowment or socialisation. The answer to this question is not clear-cut. With respect
to nature, a person’s genetic endowment may influence his/her occupational choice for
several reasons. First, job requirements differ across economic sectors. Agriculture,
craft, and many blue-collar jobs require some physical fitness and ability; cognitive
abilities and social competencies are more important in the service sector. Genes,
at least partly, influence these characteristics: according to psychological studies, the
heritability of intelligence seems to be quite high (see, e.g., Bouchard (2004)). Physical
strength and body height are determined by one’s genetic endowment to an even greater
degree.

Additionally, recent studies find that non-cognitive skills influence occupational



choice. People with high self-esteem and high self-efficacy, for example, seek more
challenging occupations (see Judge and Bono (2001)), while gregarious people tend to
choose jobs with more social interactions (see Krueger and Schkade (2008)). There is
also some empirical evidence that “male” traits push highly educated young workers
into male-dominated disciplines. Risk aversion accounts for the search for a safe job
(see, e.g., DeLeire and Levy (2004), Grazier and Sloane (2008), Antecol and Cobb-
Clark (2010)). Furthermore, women dislike competition more than men, which partly
explains gender segregation in occupational fields (see Kleinjans (2010), Fossen (2012)).
Boehm and Riedel (2012) find also that risk-averse individuals are more likely to pursue
civil service, even if intrinsic motivation for these occupations is low.

With respect to nurture, families may transmit value systems from one generation
to the next. People choose occupations not only to achieve high material well-being
but also to enjoy high reputation in their personal environment (see Corneo and Jeanne
(2009)). Parental influence on children’s preference formation may be more complex.
Doepke and Zilibotti (2008) argue that middle-class and upper-class families recognize
different types of income and, therefore, react by imparting class-specific values to
their children. Here, material incentives are the driving force of preference formation.
Intergenerational social links also have positive effects on the material well-being of the
family.

Past economic studies have focused on certain sectors in which productivity increas-
ing skills and knowledge are acquired during childhood (see, e.g., Laband and Lentz
(1983)). Agriculture has often been studied as an example of intergenerational persis-
tence in occupational choices. There inheriting the family farm increases productivity
in comparison to working on someone else’s farm.> Lentz and Laband (1989, 1990)
and Laband and Lentz (1992) also apply this model to children of doctors, lawyers and
self-employed parents.

Another strand of literature focusses on the impact of parental social environments
on children’s job opportunities. Parents may help their children to find a job by using
family and business contacts. Corak and Piraino (2011), for example, show that 40 %
of young Canadian men have worked or currently work for an employer for whom
their father also worked. The authors relate this phenomenon to the intergenerational

elasticity of earnings. According to their study, the intergenerational correlation of

2For an overview of studies describing this effect in the agricultural sector, see Corak and Piraino
(2011), p. 41.



sons’ and fathers’ earnings is increased by the fact that many sons work for their
fathers’” employers. The authors hypothesise that signalling effects may explain the
increased earnings of men whose father previously worked for this employer. Bentolila
et al. (2008) find empirical evidence that social relationships and family contacts have
an impact on finding a new job (or the first permanent job) more quickly but at the
cost of lower wages and lower worker productivity. Again, these studies are conditioned
upon the individual’s occupational choice and thus, abstract from the family influence
on the individual’s occupational decision.

Most of the literature on the impact of nature versus the impact of nurture has thus
focussed on economic and educational outcomes: e.g., on the duration of schooling,
earnings, or the socio-economic status of jobs. At least some part of the intergen-
erational correlation of education and income is found to be genetically determined.
Bjorklund et al. (2005) distinguish nature-related and nurture-related effects by us-
ing data on different types of siblings (for example biological siblings reared together
or apart, twins, and adoptive siblings) and find that siblings’ shared genetic endow-
ment significantly influences the variation in earnings. However, environmental factors
that are shared by siblings also explain some of the observed differences. Using data
on twins or adoptees, several studies find a causal effect of parental educational at-
tainment on children’s schooling outcomes even after accounting for potential genetic
factors (see Black and Devereux (2011), p. 1511 ff. and the literature cited there).
However, even conditional upon the level of educational attainment, there is a wide
array of occupations an individual might pursue. The quality of the match between
occupation and individual appears decisive for economic productivity and the individ-
ual’s socio-economic characteristics. Our paper thus extends the existing literature
in investigating the nature-related versus the nurture-related effects on the particular
occupational choice of the individual, conditional upon his/her level of education.

Finally, it is important to remember that occupational decisions may also be influ-
enced by demand-side factors, such as occupational opportunities in certain industries
and fields. For example, Robertson and Symons (1990) explain the occupational choice
of workers in professional, skilled, or unskilled occupations by relative income and per-
sonal tastes. They find that relative earnings have an effect on initial occupations
as well as personal job preferences. Drost (2002) sheds some light on the cyclicity of
student enrolment in different academic fields and on its relationship to the business

cycle and unemployment.



Another strand of literature refers to gender segregation in the labour markets.
Women tend to choose occupations with high entry earning levels and low growth
rates over the working life. Polachek (1981) shows that typical female occupations
are characterised by slowly decreasing earning potential during times taken out of the

labour force (for a survey see Anker (1997)).

3 Data Set and Sample Descriptives

We use data from the SOEP, a nationally representative random sample survey covering
more than 11,000 GErman households.> The SOEP contains detailed information
regarding the family background at the individual level, as every respondent is asked
to complete a biographical questionnaire. Our analysis is based on a pooled data set
from 1984 to 2010. The sample comprises individuals from Western Germany who were
born before the year 1985 and who have completed their education and made their first
occupational decision. Our data set comprises 8,162 observations.

The variable of main interest is the occupation chosen by individuals and their
parents. We use the information concerning the first job from the job biography as
well as the father’s occupation from the biography questionnaire. The SOEP adopts
the occupational classification of the German Federal Statistical Office (“Statistisches
Bundesamt”) introduced in 1992 (Statistisches Bundesamt (1992)).

This hierarchical classification defines 2,287 occupations (“Berufsklassen”). The
next level defines 33 “Berufsabschnitte”, which group occupations according to the
tasks performed by the worker or the materials used. These “Berufsabschnitte” are
clustered into 6 so-called “Berufsbereiche” following the traditional concept of struc-
tural change and the three sectors: extraction of raw materials, manufacturing, and
services (see Statistisches Bundesamt (1992), p. 13). We prefer this occupational clas-
sification to the international ISCO classification because more-detailed occupational
groups are defined and the educational level of occupations is less emphasized in the
job classification of the German Federal Statistical Office. Following the classification
of the German Federal Statistical Office in general, we have merged adjacent classes
including only few observations due to technical reasons. We have merged (1) miners,

stone workers, and workers in ceramic and glass industries; (2) workers in wood and pa-

3See Wagner et al. (2007) for further details.



per manufacturing industries; and (3) workers in textile and leather industries.* Table
1 provides the descriptive statistics of the data. Table 2 depicts the sample statistics for

the two subsamples of individuals grown up with and without their father, respectively.

— Tables 1 and 2 about here —

Our empirical analysis links information on an individual’s occupational choice to the
occupation of his/her biological father. We focus on the father’s occupation because, in
our sample period, information on the mother’s occupation is frequently missing (75 %).
Moreover, many mothers apparently did not participate in or participated only to a
limited extent in the labour market during their offspring’s childhood. Therefore, we
expect the father’s occupation to be more influential in guiding children’s occupational
choices.

The first subsample comprises individuals who lived at least half of their childhood
in a family with their biological father. As we assume that occupational choices are
made after the age of 16, this definition corresponds to 8 or more years with the father
present. We calculate how many years the individual has spent with a single mother,
with a stepfather, with other relatives, with foster parents, or in a children’s home at
the age of 15. If these periods total more than 7 years, we consider nurture effects to be
absent or restricted and assume that the biological father’s occupation does not affect
the child’s career by serving as an example or by shaping his/her interests, abilities,
or skills. The number of individuals whose biological father was absent for more than
7 years during their childhood is rather small in our sample: 6.2 % of individuals were
raised without their father®

Occupational information for individuals and their fathers is available in 8,162 cases.
We employ two alternative definitions of when children select their fathers” occupations.
A strict definition implies that the same occupation is only chosen if the child’s occupa-
tion is exactly the same occupational group as his/her father’s (father’s job). According
to our classification, approximately 14 % of the individuals choose the same occupa-
tion as their fathers. We find that 14.5 % of children who have grown up with their

fathers choose the same occupation as their fathers. If the fathers did not live with

4A detailed description of the occupational classification is available in table 3 in the appendix.
SDuring our sample period (birth year of respondents before 1985) parental mortality and divorce

rates were low on average. Therefore, most children were raised with both parents.



the children when children were young, this percentage drops to 10 %. Alternatively,
the definition of same occupational choice implies that children work in the same or an
adjacent group with respect to sector thresholds (father’s sector). According to this
definition, approximately 21 % of our observations choose the same or similar occupa-
tion as their fathers. Comparing these results, we see that children not only tend to
choose the same occupation as their fathers, but also occupations in the same sector.
We use also information on age, sex, education and residence to explain occupational
choice. female; represents a dummy variable that takes a value of 1 if the individual is
female and 0 if male. In our sample, 52 % of the individuals are female. Education is
measured in years of education, as this measure is universally meaningful for all types
of occupations. On average, individuals attend school for 12 years, including vocational
training. The average age in our sample is approximately 60 years, with most individ-
uals born between 1940 and 1960. The dummy variable northern Germany; equals 1

if an individual lives in Schleswig-Holstein, Hamburg, Bremen or Lower Saxony.

— Tables 4 and 5 about here —

Table 4 denotes the frequencies of the occupational groups in our classification. Ad-
ditionally, the percentage of children with fathers in the same occupational group is
presented in table 5. The relative frequencies of occupations demonstrate that occu-
pational choices do not differ significantly between children who were raised (mainly)
without their biological father and those who were raised exclusively with their biolog-
ical father. Jobs in administration and the metal industry are chosen most often. Sales
is also popular in our data set. However, children’s transition rates differ among occu-
pations: children are especially likely to pursue the same occupation as their fathers
if the fathers work as farmers (58 %), in the masonry industry (32 %), or as house-
painters (24 %). Jobs in the chemical industry and in goods issuing departments have
low transmission rates (3 %).

The high rate of transmission in farming is not surprising, as bequeath motives may
be important: farms are passed on to the next generation, and so both parents and
children may have material incentives in the intergenerational continuity of the farm
(see, e.g., Laband and Lentz (1983)). While some social classes with specific social

values have worked in handcrafts, and while a tradition of small business ownership



in some occupations of the salesman category exist, no such prestige or ownership has
developed in, e.g., jobs in the chemical industry.

Fathers’ influence also depends on the gender of their offspring. Sons pursue the
same job as or a similar job to their father’s more often than daughters do. With
respect to the classification of jobs, approximately 18 % of men choose a job within the
same group as their fathers. This proportion is much smaller for women. Only 11 %

of daughters choose an occupation in the same occupational group as their father.

4 Estimation Strategy

As we are not interested in the economic performance of the employee, i.e., his/her
wages or annual income, there is no natural ordering of outcomes. Therefore, using
simple ordered probit models is inadequate for our research question. In our case,
the outcome of the worker’s choice is, e.g., “working in the service sector” or an-
other sector of our occupational classification. Specifying multinomial logit models is
a straightforward discrete choice approach in this setting. Previous empirical studies
of occupational choice have employed different versions of this empirical strategy. For
example, Harper and Haq (1997) use a multinomial logit selection model to correct for
panel dropouts.

One major disadvantage of multinomial logit models is that the assumption of the
independence of irrelevant alternatives (ITA) must hold. Intuitively, it is difficult to
justify this assumption in our setting. In our case, the ITA assumption states that
the probability of becoming a doctor, given the choice between becoming either a
doctor or a metal worker, is independent of whether becoming a nurse is an option.
The introduction of the option “nurse” should have little impact on becoming a metal
worker; however, it should reduce the probability of becoming a doctor. This choice
would lead to an increase in the conditional probability of becoming a metal worker
given the occupational choice between “doctor” and “metal worker”.

We ran a Hausman test (not reported here) that provides weak empirical evidence
that IIA does not hold. We employ two empirical strategies to account for this short-
coming: (1) Our baseline regressions employ McFadden’s choice model (McFadden
(1974)). McFadden’s choice model is essentially equivalent to multinomial logit mod-
els, but it allows us to consider both the impact of individual characteristics and

occupation-specific variables. However, it is important to remember that the condi-



tional logit model implies the assumption of ITA.

We estimate a model of the following form for different subsamples:
jobi; = o + agocc_fathi; +x;,8 + €;; (1)

where the binary outcome variable job;; indicates whether individual 7 has chosen
occupation 7, occ_fath;; represents a dummy variable indicating whether an individual
has chosen his/her father’s occupation; x; is a vector of all individual specific control
variables, such as age, sex, residence and education.

To disentangle nature-related and nurture-related effects, we employ this model
both for the subsample of people who were raised without their biological father and
for the subsample of people in “normal” family constellations with both parents. If
the probability of choosing the same (or a similar) occupation differs significantly, this
result indicates that there is some influence of education and parental role models
during childhood. Otherwise, we cannot exclude that the intergenerational persistence
of occupational choices is driven by genetic endowment only.

In order to test the hypothesis of significant differences between both subsamples,
we estimate models that include both subsamples and interact the binary variable
indicating the father’s absence during childhood with all other independent variables.
This approach is necessary for applying meaningful t-tests. We confirm the hypothesis
of nurture-related effects if the estimated coefficient of the interaction term occ_fath;; x
fatherless; is significantly negative.

(2) Because more general multinomial models allow for correlated error terms, we
use nested logit models as a robustness check, which are a tractable version of these
models. These models were introduced as an expansion of the conditional logit model
by McFadden (1978). For this purpose, occupational choice is split into two career
decisions, assuming independence of alternatives in each of the nested groups.

We use a hierarchical tree structure that follows the distinction of three economic
sectors: extraction of raw materials, manufacturing, and services. The job group
[a belongs to the sector “extraction of raw materials”. The sector “manufactoring”
includes the job groups with code II, III and, IV. Job groups with coding V belong to
the sector “services”. Hence, we must rely on the assumption that our nested structure

in the tree is correctly specified. We have tested several hierarchical tree structures

6The observations show all potential occupations for each individual in the sample. Therefore, i x j

observations are included.



and find that the estimation results, especially the estimated coefficient of the effect
of father’s job that is of most interest, are quite robust against changes in the nested

structure of the tree.

5 Empirical Results

5.1 Estimation Results of CL- and NL-Regressions
5.1.1 Results of Conditional Logit Models

We run conditional logit regressions both for the subsample of people who did not
live in the same household as their biological father for many years during childhood
(N=506) and for the subsample of people who grew up in family constellations with
both parents living in the household (for most of the time) (N=7,654). Tables 6 and 7
present the results of our conditional logit regressions for the subsamples of individuals
raised with their fathers and raised without their father, respectively. Working in the
metal industry (group I1Ig) is the reference category throughout.

We find a highly significant and positive effect of father’s occupation for the sub-
sample of individuals raised with their father living in the same household (see table
6). This effect implies the persistence of occupational choice among generations. A
significant positive effect of father’s occupation is found in the estimation results for
the subsample of individuals who spent more than half of their childhood without their
father as well (see table 7). However, the effect of father’s occupation becomes much
smaller in size: the estimated coefficients for the subsamples differ by approximately
50 %. The 95 %-confidence intervals of both coefficients also do not overlap, indicating

significant differences in the size of the effects in both subsamples.
— Tables 6 and 7 about here —

With respect to the effects of other independent variables, estimation results for
individuals whose fathers were absent for more than half of their childhood do not
differ significantly from the estimations of the subsample who were were brought up
by both both parents. We find for the subsample with fathers that women make

significantly different occupation choices than men (see table 6). Women choose a job

10



in metal or steel industries less often than men. Women’s probability of working in
technical jobs or in agriculture is significantly higher. Women are most likely to choose
occupations in administration, sales, or health and education services. Notably, nearly
all occupation groups show significant differences between women and men; the only
exception is the occupational group related to building industries, such as painting and
architecture.

Not surprisingly, we find that the educational level has a large and significant effect
on occupational choice. By controlling for educational levels, we ensure that our esti-
mations extend beyond the effect of intergenerational educational immobility. Even if
children and parents have the same level of education, they can choose between differ-
ent occupational groups, e.g., after graduating from university, individuals can become
engineers, teachers, or doctors. Educational level, measured by the number of years in
education, has a significant effect on most occupational groups (see table 6). Workers
in the metal and steel industry have a lower level of education compared to workers
in all other occupational groups. Higher levels of education significantly increase the
probability of choosing jobs in technical fields (groups IVa, IVb). People with more
years in education find it, in general, more attractive to work in the tertiary sector.
Fewer years of education significantly increases an individual’s likelihood of being a
farmer. Most other jobs in production industries do not show significant differences in
education.

A linear time trend is included in the estimated models to reflect changes over time
in labour market conditions. The effect implies the following expected pattern: older
cohorts have a significantly higher probability of working in the agricultural sector or
as miners. The time effect is, however, insignificant for most other occupational groups
and indicates that all jobs in metal, chemical or paper industries have been selected
more frequently over time. Additionally, jobs in the tertiary sector have increased over
time; therefore, the probability of working in sales, administration, education or health
does not change over time compared to the reference group.”

All these effects are also visible in the subsample of individuals who grew up without
fathers. However, they are not always significant due to the small sample size (N=508)
(see table 7). Nevertheless, the results reflect similar behavioural patterns in this

subsample as described above. That is, women prefer working in the tertiary sectors

"Age group dummies are used as alternative measures of effects of economic history. However, the

estimation results are not significantly altered by these specifications.
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and tend to choose jobs in administration, sales, education and health. Jobs in the
metal industry are chosen significantly less often by women. The effect of education
also prevails: more years of education increases an individual’s likelihood of working in
technical occupations (group IVa), in education (Vh) and health (Vg) or in other jobs
in the tertiary sector. Lower levels of education are more common among individuals
holding blue-collar jobs. Time effects are small and insignificant for occupational groups
in the secondary sector. However, the negative time effect remains significant for
agriculture: younger cohorts are more likely to pursue occupations in production or
services than agriculture.

In both models, the results indicate that the probability of occupation choices differs
broadly independent of individual characteristics: e.g., jobs in mining are not common
today compared to jobs in services. This finding is reflected by different levels of
the estimated constant coefficients (see tables 6 and 7). Most occupational groups
have highly significant constants. We consider these effects to be in line with past
research: job-specific characteristics, such as prestige and wages, are considered before
an occupational choice is made. However, real income levels may differ from young
individual’s wage expectations because wage expectations may be influenced by the
information received in their living environment.

Marginal effects of the conditional logit models are shown in table 8 in the appendix.
The effect of father’s occupation differs significantly between occupational groups. It
is lower for jobs in chemical or wood production compared to managerial positions,
sales, or agriculture. We find marginal effects of, e.g., 10 % for father’s occupation
for the occupational group “Service sales and related occupations”, while the average
marginal effect for the occupational group “Chemicals and plastic products” is 1 %.
However, even if the size of the marginal effects differs between occupational groups,
we find a regular pattern for the differences between children who grew up with their
fathers and those who did not: the effect of father’s job is reduced by approximately
50 % if the father was absent during the individual’s childhood (see table 8).

5.1.2 Results of Nested Logit Models

Tables 9 and 10 present the results of our nested logit regressions for the subsamples of
individuals raised with their fathers and without their fathers, respectively. Working

in the manufacturing sector is the reference category for the regressions.
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Nested logit estimation models divide occupation choices into two levels. We define
the first level as the three economic sectors (agriculture, production, services). Our
classification of 28 occupational groups defines branches on the second level of individu-
als’ decisions. Compared to the conditional logit models, the ITA assumption is relaxed
and the choice between different occupations within the second level can depend on

each other.

— Tables 9 and 10 about here —

Table 9 shows the estimation for the subsample of individuals who were raised
with their fathers living in the same household. We again find a large and highly
significant positive effect of father’s occupation. The size of the effect is similar to
that for conditional logit models. However, an LR-test shows weak empirical evidence
that the assumption of independence of irrelevant alternatives does not hold and that
nested models increase the validity of the results.

The influence of other socio-demographic characteristics remains unchanged: women
tend to choose jobs in steel and metal industries significantly less often than do men.
Instead, they display a significantly higher probability of working in occupations con-
cerning nutrition, health, or education, and they prefer working in sales and adminis-
tration. Time effects again indicate that the selection of occupations in the secondary
and tertiary sectors has increased over time. However, significant results are only found
for particular occupational groups, such as sales services or health services. Consider-
ing different levels of education, we again find a significant and positive effect for most
occupational groups in the tertiary sector.®

The results for the subsample of individuals whose fathers were absent for more
than half of their childhood do not differ largely from the estimations described above
(see table 10). The effect of father’s occupation diminishes but is still positive and
significant. However, the 95 %-confidence intervals of the estimated coefficients overlap
for the nested logit estimations. The influence of other control variables does not change

significantly compared to the conditional logit estimations discussed above.

8These results remain mainly unchanged for alternative specifications as well as for different tree

constructions of occupations. Further results are available upon request.
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5.2 Robustness Checks
5.2.1 Conditional Logit Regressions for Sons

Gender segregation in the labour market is a much debated research topic. Although
this paper does not focus on gender segregation, we cannot deny that sons and daugh-
ters might be influenced differently by their father’s absence. Therefore, we focus only
on male individuals for robustness checks. The results of conditional logit estimations

are displayed in tables 11 and 12.

— Tables 11 and 12 about here —

We again find a positive and significant effect of father’s occupation. The estimated
effect is larger for the subsample that grew up with their father living in the same
household. However, the estimated coefficient for the fatherless individuals is lower
than in the baseline regression for fatherless individuals. These findings imply that sons
and daughters are affected differently by father’s absence. Sons seem to suffer more
from their father’s absence in terms of occupational socialisation.” Further research
should address the impact of mother’s occupation on girls. We cannot answer this

question due to missing data and historic employment patterns of mothers in Germany.

5.2.2 Results of CL- and NL-Regressions for Pooled Subsamples

Test theory states that t-tests cannot be used to test differences between coefficients
that result from different estimations. To address the problem of adequate testing,
we pool our two subsamples and test whether the hypothesis of the existence of con-
siderable nurture effects holds by estimating the same models for all individuals. To
disentangle nurture effects, we include interaction terms for all explanatory variables
and the dummy variable indicating that the individual did not grow up with his/her
biological father. We estimate these models for the full data set as well as for the
subsample of boys. The relevant coefficients of the conditional logit estimations are

presented in table 13.

9Hellerstein and Morrill (2011) examine father’s impact on girls’ occupational choice. They find

that daughters are also influenced by their father’s occupation in terms of occupational choice.
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— Table 13 about here —

Confirming the results of the separately estimated conditional logit models, we again
find a significant and positive effect of father’s occupation. Additionally, the interaction
term of father’s occupation and father’s absence during childhood is negative and
highly significant. This finding confirms that the influence of father’s occupation is
significantly reduced if fathers are absent for most of individual’s childhood.

This result remains valid for the whole sample as well as for sons only. However, the
size of both effects — the positive effect of father’s job and its decrease if the father was
absent — is significantly distinct: on the one hand sons respond stronger to fathers in
terms of occupational choice. The effect is, on the other hand, more decreased if fathers

did not live in the one household with their children during most years of childhood.

— Table 14 about here —

Table 14 presents the relevant coefficients for the nested logit estimation. The
estimates do not differ much from the results of the conditional logit regressions. The
effect of father’s occupation is still positive and highly significant. A t-test again
shows that the effect of father’s occupation is significantly higher for the subsample of
individuals raised with their fathers.

Genetic factors, therefore, do not seem to be the main driving force behind the low
intergenerational mobility in the labour market. Children seem to identify themselves
more with their father’s occupation when he is present. Thus, nurture and socialisation
within the core family, both appear to be important influences on children’s occupation.
Fathers not living with their children when children are young, influence children’s
occupational decisions less; also they do not serve as role models to the same extent
that they otherwise would. In this case, children might find role models more in their

mothers or other persons being close to them.!°

90ne of our readers has suggested to estimate mixed logit models, too. Thereby, no assumption on
a nested structure of occupational choice is needed. Due to the required computing capacity and the
running time of several weeks per model we present only one mixed logit model as a robustness check in
table 23 in the appendix. We find again some weak empirical evidence that father’s absence decreases
the probability of choosing father’s occupation also in this setting (p-value: 0.07 in a one-sided test).

However, we have to estimate further mixed logit models to gain robust empirical results.
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6 Summary of the Findings and Outlook

This paper analyses young people’s occupational choices in Germany. Using data from
the SOEP, we find that children are highly influenced by their father’s occupation.
Many individuals pursue the same occupation as or a similar occupation to their fa-
ther’s. Young men tend to be influenced even more than young women. This fact
may also be driven by gender differences in occupational choice. Gender segregation
in the German labour market is a well-documented phenomenon and might explain
why daughters are less affected by father’s occupation. We also find systematic dif-
ferences between occupations: jobs in health and sales have high transition rates over
generations, while jobs in chemical and wood industries display lower transition rates.

We divide our data set into two subsamples: one contains people who were raised
in family constellations with their fathers, and the other contains individuals who
were raised without their fathers. If transition rates are driven by genetic factors, no
differences should arise between the two groups. Therefore, differences between the
subsamples imply an additional effect of socialisation and of children’s commitment
towards their parents. This paper, therefore, makes a contribution to the enduring
debate over “nature versus nurture”, i.e., the question of whether people are influenced
most by genetics or socialisation. Occupational choices mirror this general question.
Our results show that genetic factors alone cannot explain the high transition rates. By
running conditional logit models for the pooled subsamples of individuals raised with
and without their fathers, we find significantly different coefficients. A t-test confirms
the hypothesis of a smaller effect of father’s occupation when the father does not live
with his children during childhood. Thus, we find a positive effect of nurture and
education and show higher influences of father’s occupation for individuals raised with
their fathers. When it comes to occupational choice, we conclude that children find a
role model in their parents. Estimating nested logit models confirms these results and
relaxes the ITA assumption.

Occupational choices that do not reflect one’s personal interests and abilities induce
suboptimal economic outcomes. Negative effects arise from individuals who are not
employed according to their talents. These individuals suffer considerable wage losses.
A lower overall productivity also yields negative effects for society. Inefficiency in the
labour market is especially costly in the context of a shrinking labour force which is ex-

pected to prevail during the next decades due to demographic changes in industrialised
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countries.

Our analysis shows that efficiency in the labour market may be improved by increas-
ing the influence of individual’s abilities on their occupational choices. One possible
approach to disentangle occupational choices from parents’ wishes might be to offer
children additional alternative role models, e.g., by presenting different occupations
more regularly or by providing more extensive vocational guidance in schools. How-
ever, further research is needed before policy implications shall be made. In a welfare
analysis, costs and benefits should be estimated before policy measures, e.g., additional
vocational guidance programs, are introduced.

To develop appropriate educational policies, the complex linkages between genetic
and social determinants have ti be analysed in more detail in the future. Nature
and nurture should not be understood as direct influences but rather as interacting
effects within their context. Further analysis of these links will enable policy makers
to significantly improve the efficiency of occupational choices and will help scientists

to explain why some children are more affected than others by their parents.
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7 Appendix A

Table 1: Summary statistics in the data set

N mean  st. dev. min max
father’s job 8162 143 .350 0 1
father’s sector 8162 214 410 0 1
fatherless at youth 8162 .062 242 0 1
female 8162 520 500 0 1
years of education 8162  12.332 2.769 7 18
year of birth 8162 1952.265 15.543 1902 1984
northern Germany 8162 0.251 433 0 1
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Table 2: Summary statistics of individuals grown up with and without father

variable mean std. dev. min max N

Individuals grown up with their father

father’s job 0.145 0.353 0 1 7654
father’s sector 0.216 0.412 0 1 7654
female 0.52 0.5 0 1 7654
year of birth 1952.333  15.505 1902 1984 7654
years of education 12.358 2.773 7 18 7654
northern Germany 0.221 0.41 0 1 7654
Individuals grown up without their father

father’s occupation 0.1 0.301 0 1 508
father’s sector 0.177 0.382 0 1 208
female 0.52 0.5 0 1 508
year of birth 1951.244  16.077 1913 1984 508

years of education 11.944 2.694 7 18 508
northern Germany 0.246 0.431 0 1 7654
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Table 4: Descriptive statistics — job groups

father present father absent

job group N % N %
Ia 341  4.46 27 5.31
[Ta/I1Ta/I11b 45  0.59 ) 0.98
IIIc 27 0.35 3 0.59
[11d/I1Te 86  1.12 6 1.18
IIf 85 1.11 11 2.17
Ilg 692  9.04 58  11.42
I1Ih 271 3.54 11 2.17
1111 37 048 5 0.98
[Tk /1111 260  3.40 18 3.54
IIIm 222 2.90 19 3.74
I1In 153 2.00 14 2.76
ITIo 87 1.14 7 1.38
IIIp 120 1.57 7 1.38
ITlq 79 1.03 3 0.59
IIIr 35  0.46 5} 0.98
IIIs 76 0.99 11 2.17
111t 18 0.24 2 0.39
IVa 234 3.06 10 1.97
IVb 183  2.39 11 2.17
Va 829 10.83 47  9.25
Vb 362 4.73 17 3.35
Ve 173 2.26 14 2.76
Vd 1,369  17.89 70 13.78
Ve 146 191 8 1.57
Vit 113 148 15 2.95
Vg 539  7.04 24 4.72
Vh 590  7.71 34 6.69
Vi 482 6.30 46 9.06
Total 7,664 100.00 508 100.00
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Table 5: Descriptive statistics — father’s job

percentage with fathers job

job group whole sample father present father absent
la 576 .598 .296
ITa/I1Ta/I1Ib .320 .333 .200
[IIc .033 .037 .000
I11d /11Te .076 .070 167
IIIf .083 .094 .000
IIlg 71 172 155
IITh .082 .085 .000
I1h 143 135 .200
1Tk /1111 .076 077 .056
ITIm 141 148 .053
IIIn 257 275 071
IITo 138 149 .000
IIp 142 142 143
ITIq .244 .253 .000
IIIr .025 .029 .000
I1Is .069 .066 .091
1Tt .100 A11 .000
IVa 139 141 .100
IVb 077 077 .091
Va .066 .068 .043
Vb .079 .083 .000
Ve 193 197 143
Vd 195 .196 A71
Ve 123 130 .000
Vi .078 .088 .000
Vg .064 .061 125
Vh .096 102 .000
Vi .049 .044 .109
Total 143 145 .100
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Table 8: Marginal effects of conditional logit models

marginal effect

grown up

job group with father without father
Ia L042%** .030
(.005) (.020)
Ila/IIIa/IIIb .008%** .000
(.002) (.001)
IIIc .009*** .000
(.002) (.078)
II1d/I1Ie .0248%** .012
(.003) (.010)
I1If .00 7*** .015
(.002) (.012)
IIlg .066%** .052
(.006) (.033)
IITh L04.2%** .000
(.005) (.005729)
IITi .003477** .000
(.001) (.247)
IITk /1111 .033%** .000
(.004) (.211)
IITIm L042%** .023
(.005) (.017)
IIn .005F .000
(.002) (.006)
IITo .005%* .007
(.002) (.007)
IIp .010%** .010
(.002) (.009)
IIIq .009*** .000
(.002) (.000)
IIIr .005%** .000
(.0015) (.095)
IIIs .0149%** .023
(.003) (.016)
IITt .003* .000
(.001) (.016)
IVa .023%** .008
(.003) (.007)
IVb .053%** .027
(.005) (.018)
Va L167H** 082+
(.009) (.044)
Vb .096%** .0317
(.007) (.022)
Ve .029%** .024
(.004) (.017)
Vd .209%** L10%**
(.009) (.048)
Ve L027%** .008
(.004) (.007)
Vi L0264 %** .013
(.004) (.010)
Vg .0932%** .029
(.007) (.020)
Vh .068%** .035
(.006) (.023)
Vi .066*** .020
(.006) (.015)

Standard errors in parentheses
+pi0.15, * pi0.10, ** p { 0.05, *** p { 0.01
See the table 3 for details on the job classification.
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Table 13: Overview of relevant CL regression coefficients

conditional logit

full sample only boys
plain model  full model plain model full model
father’s job 1.139*** 0.954*** 1.389*** 1.148***
(0.035) (0.038) (0.046) (0.048)
father’s job x without father -0.455** -0.439** -0.723** -0.699**
(0.157) (0.170) (0.228) (0.241)
controls included? NO YES NO YES
Cases 8162 8162 3916 3916
Y2 1051.04%  4729.12%*  909.97***  1879.43"*

Standard errors in parentheses
T p<0.1,* p<0.05 * p<0.01, *** p < 0.001
See tables 15, 16, 17, 18 in the appendix for full estimation results.

Table 14: Overview of relevant NL regression coefficients

nested logit

full sample only boys
plain full model plain full model
father’s job 1.932%** 1.205%** 2.132%** 1.339***

(0.084) (0.085) (0.111)  (0.102)

father’s job x without father  -0.610** -0.585** -1.013** -0.887***
(0.233) (0.195) (0.312) (0.245)

controls included? NO YES NO YES
Cases 8162 8162 3916 3916
X2 532.64***  1583.10***  369.26™**  509.62***

Standard errors in parentheses
T p<0.1,* p<0.05 ** p<0.01, *** p < 0.001
See tables 19, 20, 21, 22 in the appendix for full estimation results.
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Table 23: Estimation results of a mixed logit model

Mean Std. Dev.

father’s job -0.0527  2.536*
(0.715)  (0.000)

father’s job x without father  -1.672 2.331
(0.136) (0.115)

controls included YES
interactions of controls

and job groups included? YES
N 228536
Cases 8162
x> 6570.7*

p-values in parentheses
Tp<0.1,* p<0.05 * p<0.01, *** p < 0.001

See table 3 for details on the job classification.
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