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Abstract

Exploiting the “natural experiment” of German reunification, we study
whether having experienced socialism has an enduring effect on people’s basic
values. Using data from the German Socio-Economic Panel, we show that
individuals that lived in the German Democratic Republic (GDR) assign dif-
ferent importance to six out of nine life goals. Our evidence suggests two
reactions, adaption to policies/conditions in the GDR as well as switching
to the opposite values. The strength of the reactions varies with East Ger-
mans’ appreciation of reunification. Intergenerational transmission seems to
contribute to the preservation of socialist influence across generations; it does
not differ between East and West Germany. We show that self-reported values
are behaviorally relevant. Differences in values provide a possible explanation
for persistent differences in behavior.
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1 Introduction

The credo that preferences are stable over time has a long tradition in economics.
“One does not argue over tastes for the same reason that one does not argue over
the Rocky Mountains - both are there, will be there next year, too, and are the
same to all men”, stated Becker and Stigler| (1977). Preferences are considered to
be changing only if the restrictions change. Thus preferences in socialism may differ
from preferences in a market economy. Persistence of those differences after a shift
of systems, i.e., people with different backgrounds behaving differently under the
same restrictions, however, cannot be explained by the traditional approach.

A notion that has been put forward in recent years is that preferences are endoge-
nous to people’s experience with a political regime. This approach acknowledges that
learning, peer pressure, and other social interactions durably shape preferences (e.g.,
Bowles [1998)). The separation and reunification of Germany provides an excellent
opportunity to study whether people with different backgrounds show systematically
different preferences when living in the same political environment. For 40 years,
East Germans were socialized in a socialist planned economy, while West Germans
lived in a market-oriented environment. With the fall of the Berlin wall in 1989 and
reunification of Germany in 1990, inhabitants from both parts of the country have
been reunited and exposed to the same (or similar) restrictions. Previous empirical
studies exploiting this “natural experiment” find that socialism[[| had a durable effect
on East Germans’ preferences (Alesina and Fuchs-Schiindeln|2007; Feld and Torgler
2007; Rainer and Siedler| [2009; Bauernschuster and Rainer| 2012; Bauernschuster
et al.2012; Heineck and Siissmuth 2013)E]

An analysis whether the effect extends to basic values (life goals) is lacking. Ba-
sic values are “conceptions of the desirable that guide the way social actors (...)
select actions, evaluate people and events, and explain their actions and evalua-
tions” (Schwartz||1999, p. 24-25). They form “the very heart of culture” (Schwartz
and Bardi[1997) and are used to characterize societies. An important distinction is
whether collective goals are placed ahead of personal goals (collectivistic culture),
or vice versa (individualistic culture). The two concepts are expressed differently
in the different political systems. Collectivism has been used as a synonym of so-
cialism while individualism has been linked with market capitalism (Hofstede2001]).

Previous literature provides evidence that East Germans indeed exhibit preferences

!Despite imprecision, we will use the term socialism for the political and economic regime of the
German Democratic Republic throughout the text.

2We follow Bowles| (2006)) definition of preferences as “reasons for behavior” which includes tastes,
habits, emotions, visceral reactions, the framing of the decision, socially enforced norms and one‘s
affective relationship with others.
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rather in line with collectivism, e.g., a higher reliance on the state (Alesina and
Fuchs-Schiindeln 2007; Bauernschuster et al.2012). On the other hand, a lower level
of social capital (trust in institutions, other people) is observed (Rainer and Siedler
2009; Heineck and Siissmuth!/[2013). Based on a cross-country study, |Schwartz and
Bardi| (1997) show that regimes can influence values. Inhabitants of former com-
munist countries in Eastern Europe assign lower importance to values related to
ambition and the pursuit of positive experiences and higher importance to values
supporting the status quo and group solidarity than Western Europeans.

We exploit the “natural experiment” of German reunification to analyze whether
socialist policies influenced people’s basic values. Assuming that East and West
Germans were indistinguishable until the exogenously imposed separation in 1949
and no self-selection took place according to preferences, West Germans constitute
a meaningful control group for East Germans. The study is based on the Ger-
man Socio-Economic Panel (SOEP). In 1992, 1995, 2004 and 2008 respondents were
asked: “Various things can be important for various people. Are the following things
currently...very important, important, less important, not at all important... for
you?” The question captures a variety of areas of life including individual achieve-
ments, ownership, family life, and social participation. We analyze whether those
values differ between East and West Germans. Previous studies are based on two
periods of longitudinal data or cross-sectional data. Our data contain observations
on the same individuals that nearly cover the time period since reunification which
allows us to analyze the evolution of values based on a balanced panel.

We not only study whether individuals that lived under the regime report differ-
ent values but also whether the differences are conserved across generations. Pre-
vious literature shows that also cohorts that lived in the GDR only in their youth
report different preferences. It remains an open question whether intergenerational
transmission preserves socialist influence across generations. Our data includes re-
sponses of children too young to have been directly affected by the regime. We
study whether they report similarly different values as older generations. Merging
data on children and parents allows us to analyze whether vertical transmission is
the same in East and West Germany. An affirmative answer would support the idea
that intergenerational transmission conserves the influence of socialism.

Our analysis shows that having lived in the GDR has an effect on six out of nine
requested values. Individuals that experienced socialism assign higher importance
to personal goals (the ability to afford something, be self-fulfilled, be successful
in one’s career). Individual achievements are disapproved in socialism suggesting

that people switched to the opposite life goals with respect to those domains. In



contrast, East Germans assign higher importance to having children and owning a
house which is in line with policies pursued in the GDR. Being politically or socially
involved is less important for East Germans. This effect resembles the alienation
from other people and institutions found by previous studies. The probability that
an individual assigns high importance to these six domains differs by 4-18 percentage
points (ppts) between East and West Germans. No substantial and/or statistically
significant difference is found with respect to the importance of being there for
others, having a partner, and traveling. People thus reacted in different ways. A
general shift to collective goals cannot be observed. On the contrary, a tendency to
emphasize personal goals is suggested. Our analysis shows that East Germans that
are more optimistic about reunification have a higher tendency to turn away from
life goals that are in line with policies pursued in the GDR.

The first subsequent generation (children younger than six that never entered
school or a socialist mass organization of the GDR) differs in a similar way from
their West German control group as older individuals. Our analysis supports the
conjecture that this is partly due to intergenerational transmission. Parents’ and
their child(ren)’s values are positively related. Vertical transmission is of the same
magnitude in East and West Germany. However, the intergenerational link is low
for most values. It tends to be stronger for more disputed values. Economic theory
suggests that parents’ incentives to educate their children to their trait decreases
with the likelihood that their children adopt their trait in other social interactions
(e.g., Bisin and Verdier|2010). Other channels of transmission, e.g., school teachers,
also seem to be important for children’s value formation (Saint-Paul/2010)).

Our analysis shows that people’s self-reported life goals are reflected in behavior
(house ownership, occupation, social participation). The relationship between values
and behavior does not differ between East and West Germany. Differences in values
provide a possible explanation for persistent differences in behavior observed in the
two parts of the country. The lower importance East Germans assign to house
ownership is in line with an observed lower number of newly built dwellings per
capita. The lower importance assigned to being politically or socially active provides
a possible explanation for the lower fraction of volunteers in East Germany.

Values have been found to also be relevant at the macro-level. While their
interaction with economic development has long been acknowledged by social scien-
tists (e.g., [Ball|2001)), recent studies aim to establish causality. Gorodnichenko and
Roland (2010, 2011)) show theoretically and empirically that although in a collectivist
culture coordination capacities are increased, individualist cultures exhibit higher

levels of productivity due to a higher incentive to innovate. However, we can only



speculate on how the life goals analyzed in our study affect economic development.

The paper is organized as follows. In section 2, the “natural experiment” of
German reunification is described. An overview of related literature is given in
section 3. The fourth section reports the approach and results of the empirical

analysis. Section 5 provides a discussion of the results, section 6 concludes.

2 The “natural experiment” of Germany

Empirical literature shows that the influence of political institutions on individuals’
preferences can persist over centuriesE] A recent opportunity to study the effect
is the experience with socialism in Europe. Living in a socialist country implied
life-long and ubiquitous exposure to its regimes’s political ideology. Several cross-
country studies show that inhabitants of former socialist countries indeed exhibit
different preferences than those living in a non-socialist environment (e.g., |Shiller
et al.|[1992; Blanchflower and Freeman!|[1997; Schwartz and Bardi||1997)).

The “natural experiment” of Germany provides an excellent opportunity to study
the effect of institutions. The separation of the country in 1945 split a population
previously living under the same political conditions. Political leaders of the West
German occupation zones turned towards democracy and worked towards the cre-
ation of a social market economy. In the Soviet occupation zone, the course of a
development towards socialism was set. In 1949, the Federal Republic of Germany
(FRG) and the German Democratic Republic (GDR) were officially founded.

In the GDR, the setup of socialism accelerated, implying a forceful implemen-
tation of nationalization and collectivism. The erection of the Berlin wall in 1961
made it virtually impossible to escape. With that event a period of relatively mod-
erate restrictions ended. Indoctrination with socialist ideas, close observation and
intrusion into private life became a daily routine. A comprehensive system of con-
trol and repression brought deviants under control. In the same period of time, an
active democracy and flourishing economy developed in West Germany. Observing
those differences, GDR inhabitants became increasingly dissatisfied. Internal revolts
lead to the fall of the Berlin wall in 1989. Germany was reunited in 1990. Socialist
institutions like the mass organizations were abolished, West German political and
economic institutions extended to the East, school curricula changed, and “West
media” were (officially) made available (e.g., |Richter|2009; [Miihlberg [2002)).

Assuming that East and West Germans were indistinguishable until the exoge-

3For instance, a relationship between social capital and the city state experience in Italy in the
11th to 13th century (Putnam| 1993} |Guiso and Zingales|2008]), democracy in European regions
(Tabellini|[2010)) or slave trade (Nunn and Watchekon||2011)) has been established.



nously imposed separation in 1949 and no self-selection took place according to
preferences, West Germans constitute a meaningful control group for East Germans.
Alesina and Fuchs-Schiindeln| (2007)) provide historical data showing that the two
regions were in fact comparable until 1945 with respect to average per capita income,
the percentage of the population working in industry, agriculture, or commerce, and
election outcomes. It is more difficult to assess to what extent self-selection took
place. The restructuring of politics, the economy, and society induced about 3 mil-
lion to leave East for West Germany until 1961. After the erection of the wall,
population flows slowed down. Between 1962 and 1988, per year on average 20.000
East Germans migrated to the West. In that time, indoctrination accelerated.
Systematic and reliable evidence on the motives of migration is lacking. Some
agreement exists on the main reasons. In particular family reunions, the lack of eco-
nomic opportunities and the imposed political restrictions seem to have motivated
migrants (e.g., Alesina and Fuchs-Schiindeln| 2007} |Geissler||2008)). [Bauernschuster
et al.| (2012)) provide statistics showing that those that fled the Soviet zone prior to
1961 were better educated than West Germans, more often held white collar jobs,
or were civil servants. They also provide suggestive evidence that East Germans

migrating prior to 1961 were a selective sample of more self-reliant individuals.

3 Previous literature

Previous literature based on the natural experiment of Germany shows that Fast
Germans’ preferences are indeed affected by socialism. Three studies provide ev-
idence for differences in line with ideas propagated by the GDR regime. Using
the 1997 and 2002 waves of the SOEP, Alesina and Fuchs-Schiindeln (2007) show
that East Germans’ desire for the state providing social services, insurance and
redistribution is 14.5-17ppts higher than the one of West Germans. Based on sev-
eral cross-sections of the German General Social Survey (ALLBUS), [Bauernschuster
et al.| (2012) find a lack of individualistic mentality among East Germans. State-
reliance is favored over self-reliance, e.g., income differences as an incentive to work
hard are 10ppts less likely to be accepted. Attitudes regarding the role of women in
the family and the compatibility of work and motherhood are studied by Bauern-
schuster and Rainer| (2012)). Being from East Germany decreases the likelihood of
favoring traditional intra-household labor allocation by 22ppts.

Evidence for adaptation to life circumstances is provided by [Rainer and Siedler
(2009) who use several cross-sections from ALLBUS to show that permanent scrutiny

and control by the government have a persistently destructive impact on trust in



other people, legal and political institutions. Using SOEP data from the early 2000s,
Heineck and Stussmuth| (2013) confirm that East Germans exhibit a lower level of

social trust. The authors also find that East Germans less often believe that other

people are fair or helpful and are more risk loving. Based on several waves from the
World/European Value Surveys, Torgler| (2003)) and [Feld and Torgler| (2007 provide

evidence for higher tax morale of East Germans.

An important question is how the difference between East and West Germans’

preferences evolves over time. |Alesina and Fuchs-Schindeln (2007) find that the

difference in the desire for the state providing services is lower in 2002 than in 1997.

Rainer and Siedler| (2009) find convergence of trust in institutions. Risk attitudes

also seem to converge (Heineck and Stssmuth|2013). Social trust and fairness beliefs,

however, converge at most slowly (Rainer and Siedler|2009; Heineck and Stissmuth|
2013). Bauernschuster and Rainer| (2012) find divergence of sex-role attitudes. A

clear pattern of the evolution of differences is not suggested.

An interesting finding of previous studies is that also the preferences of the
youngest age cohort, in all studies those born after 1975, differ. Since the coercive
influence on people’s values ceased to exist with reunification this generation was
exposed to indoctrination for a shorter period. Rainer and Siedler| (2009) and

neck and Siissmuth! (2013) claim that the different preferences of young cohorts are

due to intergenerational transmission. The conjecture is in line with the economic

model of cultural transmission (Bisin and Verdier|2010). Behavior is assumed to

be learned from parents (vertical transmission), from teachers and other members
of the parents’ generation (oblique transmission), or from members of ones’ age
group (horizontal transmission). Vertical transmission takes place if parents have
“imperfect empathy”; they strategically educate their children to their own values
in particular if it is unlikely that the child adopts their trait via other channels (cul-
tural substitution). Alternatively, it is assumed that parents are subject to “perfect
empathy.” They transmit their trait only if they expect their preferences to be as
valuable in the child’s environment as in the one in which they were raised.

None of the previous studies performs an analysis of intergenerational transmis-
sionﬁ Recent empirical literature suggests that vertical transmission of preferences
is rather low (e.g., (Cipriani et al/2013} Leuermann and Necker|[2013) | Phalet and|
Schonpflug (2001) find that collectivist values are transmitted across generations
while individualist values are not. Trommsdorff et al. (2004) and
find transmission of individualist and collectivist values. In line with the

4|Heineck and Sﬁssmuth| 42013[) study the issue theoretically.
5An overview of several empirical studies is provided by [Bisin and Verdier| q2010D.




idea of cultural substitution, the link is found to be higher for values endorsed by a
lower fraction of the population. Weak correlation between all domains of parents’
and children’s universal values is found by Grgnhgj and Thegersen| (2009). Using
the same set of questions employed in this study, Headey et al.| (2012)) find a rather
low intergenerational link with respect to altruistic, family, and material values.
Studies of the influence of experienced political indoctrination on intergenera-
tional transmission are rare. [Engelhardt et al.| (2002) find that intergenerational
transmission of divorce is lower in Fast than in West Germany. The importance
of the political system for intergenerational transmission of the decision to become
self-employed is studied by |Fritsch and Rusakoval (2012)). The authors find a par-
tially stronger intergenerational link for West Germans than for East Germans and
conclude that the socialist regime damaged the link between parents and children.
These findings suggest “perfect empathy” on behalf of parents which contrasts with

the conjecture of previous studies on East Germans’ preferences.

4 Empirical analysis

4.1 Data and empirical approach

The analysis is based on the German Socio-Economic Panel (SOEP). It is an annual
study which started in 1984 and covers both parts of Germany since 1990. The SOEP
contains comprehensive information on individuals’ current personal and economic
situation and their socio-demographic background. In 1992, 1995, 2004 and 2008
participants from East and West Germany were asked about their life goals. The im-
portance of a variety of areas of life were inquired including individual achievements,
ownership, family life, and social participation. The full wording of the question and
all requested items are shown in table H

Using this battery of question, Headey| (2008) and Headey et al.| (2010) perform a
principal component factor analysis to study whether patterns between the domains
can be identified. The results suggest that the domains can be assigned to three sets
of goals. Being able to afford something, being successful, and being self-fulfilled are
grouped as “success or zero-sum goals.” Having a happy relationship and having

7

children form “family goals.” Being there for others and being politically/socially
involved are considered “altruistic/pro-social goals.” Traveling and owning a house
do not unambiguously fit into one of these categories, they are taken as independent

goals. We analyze all goals separately and keep these relationships in mind.

6The items follow the classification of goals developed by Kluckhohn and Strodtbeck (1961). We
disregard the item “spending time with friends” which was only requested in 1992/1995.



Table 1: Importance of things in life in East and West Germany

All West Germany in 1989 East Germany in 1989
Various things can be im- N Fraction Std. N Fraction Std. N Fraction Std.
portant for various people. very Dev. very Dev. very Dev.
Are the following things imp./imp. imp./imp. imp./imp.

currently...very important,
important, less important,
not at all important... for
you?

Be able to afford to buy 15978 0.836 0.370 9997  0.821 0.384 5981  0.862 0.345
something for yourself (AF-

FORD)

Be successful in ones’ career 15225  0.714 0.452 9588 0.677 0.468 5637  0.777 0.417
(SUCCESS)

Be self-fulfilled (FULFILL) 15880 0.681 0.466 9933  0.640 0.480 5947  0.750 0.433
Own a house (OWN 15877 0.559 0.497 9946  0.609 0.488 5931  0.475 0.499
HOUSE)

Be politically and/or so- 15905 0.186 0.389 9947  0.202 0.401 5958  0.159 0.366
cially involved (P/S AC-

TIVE)

See the world and/or travel 15952  0.427 0.495 9976  0.423 0.494 5976  0.433 0.496
extensively (TRAVEL)

Be there for others (BE 15961 0.911 0.285 9987  0.914 0.280 5974  0.906 0.292
THERE)

Have a happy mar- 15844 0.935 0.246 9911  0.934 0.248 5933  0.936 0.244
riage/relationship (PART-

NER)

Have  children (CHIL- 16028 0.853 0.354 10033  0.838 0.369 5995  0.878 0.327
DREN)

N = individuals which are included in all four survey waves. N differs across values due to missing responses.

For the analysis, we convert the scale of four response possibilities (very impor-
tant, important, less important, not at all important) into binary variables which
take the value of one if the respondent answered “very important” or “important”
and zero otherwise. This is a common approach which has the advantage of simpli-
fying the interpretation of the results without much loss of information.

A major advantage of our data is the long time span over which values of the
same individuals are observed. The first observations have been collected two years
after reunification, the last ones 16 years later. Using a balanced sample rules out
the possibility that the evolution of differences between East and West Germans is
due to changes in sample composition. The effects can actually be traced back to
individuals’ evolution of values. The sample includes all respondents that lived either
in East or West Germany in 1989[7] For each item, we include all individuals for which
four observations are available. The required information is available for almost 4000
individuals, i.e., almost 16.000 observations. The number of observations is slightly
lower for some domains due to missing responses. We exploit the panel structure
of our data by clustering errors at the individuals’ level. We thus take into account

that the observations on one individual may be correlated in an unknown way.

"Only 65 individuals that lived in East or West Germany in 1989 do not have German nationality.
We drop these observations to avoid mixing the effect of a different origin.



We follow the identification strategy outlined in section [2| and assume that in-
habitants of East and West Germany exhibited the same values until 1945 and that
no self-selection according to an individual’s set of values took place during sep-
aration. It is of course possible that single values were important for migration,
e.g., a high importance of family goals may have increased the desire for a family
reunion. However, it is unlikely that the full set of values is systematically related
to migration. As outlined in section [2| migration motives were diverse.

Table [1| reports descriptive statistics of values. Some domains such as having a
partner or being there for others are important for almost everyone. Other goals are
much more disputed. About half of the respondents think that owning a house or
traveling is important. Less than 20% think that being politically or socially active
is important. The table also shows average responses for East and West Germans.
The mean responses are statistically different from each other with the exception of

the importance of traveling and having a happy relationship.

4.2 The effect of socialism on values

In the regressions, the dependent variable y;; is the importance individual 7 assigns

to a domain in time t. Using probit estimation, we analyze the following model
P(yi = 1|GDR 1989;, Xi1) = ¢(Bo + B1GDR 1989; + $2Xy) (1)

The most important regressor is a binary variable indicating whether the indi-
vidual lived in the GDR in 1989. We also control for age (* and ?), gender, the
location where the individual grew up (small city, medium city, large city, rural
area), mother’s and father’s school education, and the real per capita gross domes-
tic product of the federal state in which the individual resides. The latter variable is
included as a proxy for the economic environment and opportunities. Year dummies
capture time-specific effects. Descriptive statistics can be found in table [AT]

Average marginal effects calculated from the regressions are shown in table [2|
The probability that someone assigns high priority to self-fulfillment is increased
by 9.8ppts if the respondent lived in the GDR. The importance of being successful
in one’s career is 6.5ppts higher, the effect is 4ppts regarding the ability to afford

something (all effects significant at 1%—level)E| Socialism fosters mediocrity as a

8The number of observations is lower with respect to “being successful” due to a higher rate of
missing information. Response behavior seems to be related to labor market involvement, 60% of
those that provide no response are non-working, 36% work part-time. We check whether including
missing responses changes our result using a nominal variable that takes on three values: respon-
dent assigns no/low importance, assigns high importance, provides no answer. Marginal effects
from a multinomial probit show that East Germans are 7.4ppts less likely to assign no/low impor-
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work ideal weakening people’s motivation for success, achievement and independence
(Schwartz and Bardi [1997; Blanchflower and Freeman 1997). The GDR regime
aimed at the equalization of social imbalances for the sake of group solidarity, i.e.,
an egalitarian society without private ownership and the equalization of wages. The
socialist planned economy centered on the production of major consumer durables
weakening the incentives to earn money and spend it (Miihlberg 2002). Our results
contrast with the results of Schwartz and Bardi (1997) who find that values related to
the pursuit of own ideas and goals were less important for Eastern Europeans in the
early 1990s. Our findings may be interpreted as a counter reaction (or catching-up)
of East Germans with respect to personal (“success”) goals.ﬂ

The aim to achieve an egalitarian society without private ownership was sup-
ported by a state allocation system for dwellings. The system created scarcity and
undermined private ownership of housing. Former GDR inhabitants seem to have
adapted their values to these policies. The probability that they assign high impor-
tance to house ownership is 18.1ppts lower (significant at 1%-level).

A higher importance of collective (“pro-social”) goals is not indicated. Being
politically or socially involved is 4.1ppts less likely to be important for East Ger-
mans (significant at 1%-level). While the system aimed at the creation of “a new
man” more social than the capitalist man, this was to be achieved with a top down
approach. Voluntary organizations were brought under centralized leadership and
policies enforced by a system of control (Paldam and Svendsen|2000)). Socialist pa-
ternalism fostered passivity and loss of interest in the political process (Schwartz
and Bardi |[1997). As shown by Rainer and Siedler| (2009); Heineck and Siissmuth
(2013), the GDR regime had a destructive impact on social capital. However, the
importance of being there for others does not differ in a statistically significant way.

East Germans assign 4.5ppts higher importance to having children (significant
at 1%-level). This effect also suggests adaptation of values to policies pursued in the
GDR. The desire to increase fertility rates was central in family policies (Engelhardt
et al|[2002)). No difference is found with respect to the importance of having a
partner. Albeit with varying approaches and aims, family policies in both parts of
Germany supported marriages (Engelhardt et al.2002)). The importance of traveling

also does not differ between East and West Germany. Traveling beyond the Iron

tance, 4.6ppts more likely to assign high importance, and 2.8ppts more likely to provide no answer
(all effects significant at 1%-level). Taking into account individuals with missing information thus
yields a slightly lower effect. Results available upon request.

9We create a “success goals-index” based on these three values as proposed by [Headey| (2008) and
transform it into a binary variable with value one if an individual’s index is above the median
value, zero otherwise. Being from the GDR increases the likelihood of having an above median-
index value by 10ppts (significant at the 1%-level). Results available upon request.
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Curtain was severely restricted. However, at the same time the regime fostered
traveling that supported its own interests (Heydemann|2002]).

Interesting results on the other control variables are the following. Gender has a
significant effect on almost all values. Being there for others and having children is
more important for women, the other domains are more important for men. Some
but not all life goals vary across the life cycle. Being able to afford something,
traveling and having children most clearly vary with age. Growing up in a larger
location of childhood increases the importance individuals assign to traveling and
decreases the importance of house ownership.

We check whether our results are different when potential outcome variables
are included in the set of controls. We include variables measuring family status,
whether the respondent has children, education in years, employment status, and
the household income. About 20% of all East Germans migrated to West Germany

after 1991 (Destatis|[2010)). To analyze whether the new environment has an effect

on the adjustment of values, we include a dummy that is one if a former GDR
inhabitant lives in West Germany in the year of observation.

Table [3| shows that the results are largely unchanged when these variables are
included. While the magnitude of the effect is slightly different (1-4ppts), the pattern
of differences is largely unchanged. The difference regarding the importance of being
successful is not anymore significant. Former GDR inhabitants that migrated are
not different from those that stayed. Previous studies find also at most limited
evidence that individuals that moved to the West after reunification show different
preferences (Alesina and Fuchs-Schiindeln|2007; [Bauernschuster and Rainer|2012)).

We study whether the results change when full-scale responses to the question
how important the different things are in an individual’s life are employed as depen-
dent variables. Regressions are estimated using ordered probit. The results point to
the same findings, as shown in table [3] Average marginal effects on the GDR 1989-
dummy are largely positive for the first two outcomes (very important/important)
and negative for the second two outcomes (less important /not at all important) for
values that are more important for East Germans, and vice versa. The differences
are statistically significant as in previous regressions.

We also check whether the results hold when we take into account individual
heterogeneity. We estimate linear probability models accounting for random effects
(see also Heineck and Stussmuth| (2013)). The random effects-specification seems to
be justified, Lagrange Multiplier tests suggest for all regressions the rejection of the
null that Var(u) = 0. The effect of having lived in the GDR is unchanged when
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this method is used, as shown in the bottom panel of table [3

A concern that may arise due to our use of a balanced sample is that people that
drop out differ systematically from those that stay (attrition bias). Our analysis
of randomness of attrition suggests that some variables of interest indeed signifi-
cantly predict attritionm To correct for attrition due to observables, we follow the
approach proposed by Fitzgerald et al| (1998) and estimate regressions including
inverse probability weights. The procedure gives more weight to households who
have similar initial characteristics as households that subsequently drop out.E Re-
sults from weighted regressions, reported in table [ show that the effect is largely
unchanged when selection on observables is taken into account.

Another question is whether the difference to West Germans is the same in all
East German states. If differences would only be found for inhabitants of one or two
states, the effect might be caused by another factor than the socialist experience.
We replace the GDR 1989-dummy by separate dummies for all East German states
including East Berlin. The dummies refer to the state of residence in 1990 which is
the earliest available information. Table [4] shows that the effect is roughly the same

in all federal states. Small differences are found for East Berlin.

4.3 Taking into account the perception of reunification

Our analysis as well as previous studies show that East Germans seem to have
adapted some preferences to policies or conditions in the GDR. Other preferences,
however, indicate that they also switched to values in the opposite direction. A com-
pelling question is why East Germans’ reaction differs across domains. A possible
explanation is the attainability or complexity of issues. For instance, labor market
success may be more easily achievable than house ownership.

Unfortunately, information on the perceived attainability of different domains
is not available. The SOEP, however, provides information on GDR inhabitants’
perception of reunification. Firstly, the questionnaire of 1990 (the first time East

Germans were surveyed) asked two subsequent questions regarding respondents’ life

OFollowing [Fitzgerald et al| (1998) and Baulch and Quisumbing (2011), we create an attrition
dummy for each outcome variable (one if the value is available in 1992 but not in all other
years, zero if value is available for four years). We estimate an attrition probit for each value
which includes as explanatory variables all controls included in the baseline regression, a variable
characterizing the interview process in 1992, the value reported in 1992, and an interaction of
the value with the GDR 1989-dummy. Coefficients are reported in table

"The procedure involves estimating two retention (opposed to attrition) probits. The first probit
includes the same controls as described in footnote 10. The values from 1992 and the type of
interview in 1992 are chosen as auxiliary variables, i.e., variables that affect attrition propensities.
Auxiliary variables are dropped in the second probit. The ratio of predicted probabilities from
these regressions is used to weight the observations.
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satisfaction. The first question requested happiness at the time of survey (1990),
while the second question asked respondents to assess how happy they were five
years ago (i.e., 1985). This pair of questions allows us to create a variable measur-
ing satisfaction with life in reunified Germany compared to life in the GDR. The
GDR-dummy is split in two variables based on that variable. The first variable
captures East Germans that are currently more satisfied than they were five years
ago. The second dummy captures East Germans that are less or equally satisfied.
Secondly, the questionnaire asked GDR respondents about their confidence in the
future. We split the GDR-dummy in a set of four dummies indicating whether the
GDR respondent reported high, rather high, rather no, or no confidence in the fu-
ture in 1990. These variables allow us to study whether the effect varies with the
general optimism regarding the new situation.

The upper panel of table [5| shows the results distinguishing East Germans by
their relative assessment of life prior to and after reunification. The difference to
West Germans with respect to the three personal (“success”) goals tends to be higher
among Fast Germans that are more happy in reunified Germany. The probability
that more happy East Germans assign high importance to traveling is increased by
3.8ppts (significant at 10%-level) whereas no difference to West Germans is found for
East Germans equally or less happy. The decrease in the importance East Germans
assign to having a house is lower among those that are more happy. The probability
to assign high importance to political or social activities is 6.4ppts lower among
GDR respondents that are more happy after reunification (significant at 1% level)
and 3ppts among East Germans equally or less happy (significant at 10% level).

The bottom panel of table[5|shows that a similar pattern emerges if East Germans
are distinguished by their confidence in the future in 1990. A highly significant
increase in the importance of personal goals is observed among those that have
high or rather high confidence. The effect is lower and/or less significant among
those that are rather not or not at all confident. The less confidence former GDR
inhabitants have in the future, the larger is the difference to West Germans with
respect to the importance of owning a house. The more confident they are, the
less likely it is that they assign importance to social participation. While no such
effect is found in baseline regressions, being there for others is less important for
East Germans that are rather not or not at all confident. To rule out the possibility
that the differences are due to different personalities, we include all respondent’s
confidence in the future in the year of observation as a control (available for 1992,
1995, 2008). The results are largely unchanged (available upon request).

The results suggest that respondents that are more optimistic about reunifica-
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tion have a higher tendency to turn away from life goals that are in line with policies
pursued in the GDR. They are more in favor of ownership and report lower impor-
tance to participate in social or political policies. They are also more likely to adopt

values contrasting with life in the GDR (personal goals, traveling).

4.4 The evolution of differences over time

The use of a balanced sample provides an excellent opportunity to study how the
differences of East Germans’ values evolve over time. For this purpose, we include
interactions of the GDR1989-dummy with year dummies in the model. As pointed
out by |Ai and Norton (2003), |Greene (2008) and Berry et al. (2010), the marginal
effect of a change in the interaction term is not informative. Berry et al. (2010)
propose to analyze whether the unrestricted model (with interaction terms) fits the
data significantly better than the restricted model (without interaction terms) using
a likelihood-ratio test. Berry et al.| (2010)) as well as|Greene| (2008)) propose to report
marginal effects of one of the interacted variables at different values of the other to
assess the effect. We follow both suggestions.

Table [6] shows the results from that exercise. An analysis of the coefficients and
the LR-tests provides limited support for the hypothesis that the effect of having
lived in the GDR differs across years for some values. The coefficients on the in-
teractions between year dummies and the GDR1989-dummy are partly significant.
The likelihood ratio test indicates that the model including interaction terms fits
the data on the importance of being successful (at 1%-level), owning a house (at
5%-level), and having children (at 10%-level) statistically significantly better.

Marginal effects suggest that the higher importance East Germans assign to be-
ing successful in one’s career decreases over the years. While the likelihood that
an East German assigns high priority to a successful career is 12.3ppts higher com-
pared to a West German in 1992, the difference is only 3.8ppts in 2008. We study
the importance of the labor market situation for this effect by repeating this analysis
based on the model including endogenous controls, i.e., controlling for the employ-
ment status. We find a very similar evolution. The evolution is also similar when
we include the unemployment rate in the federal state in the regression. We analyze
whether the evolution differs between West Germans, East Germans that are more
happy, and East Germans that are equally or less happy in reunified Germany. Only
East Germans that report to be less happy in 1990 than they were five years ago

assign lower importance to being successful in later years[”] A possible explanation

12For this purposoe, we run separate regressions of the importance to be successful on year dummies
and other controls for each of those groups. Results not reported, available upon request.
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is that poor labor markets confirm their inital negative perception of reunification.
The difference to West Germans regarding the importance of house ownership
decreases from 22ppts in 1992 to 15.2ppts in 1995. A possible explanation is the
construction boom taking place in East Germany in the mid-1990s (Destatis|2010)).
However, in 2004 and 2008 the difference to West Germans is of almost the same
magnitude as the one in 1992. The higher importance East Germans assign to
having children is largely similar across years. Political or social participation is
not differently important for East and West Germans in 1992 but in later years.
Similarly, trust in other people does not converge over time (Rainer and Siedler
2009; Heineck and Stissmuth [2013)). The importance of traveling, being there for
others, and having a happy relationship is the same in both parts of the countries in
all years. Thus convergence of values other than being successful is not indicated.
Overall, based on observations of the same individuals over almost 20 years
we largely find stability of East-West differences across yearsE Our analysis yet
suggests that the differences to some extent evolve differently across preferences.

This is in line with the different patterns of convergence found by previous studies.

4.5 The effect in different generations

Previous literature shows that differences in preferences exist in all age cohorts. We
also study the differences across cohorts. In particular, we analyze whether the first
generation socialized in reunified Germany reports different values. We extend the
balanced sample to all observations for which the information required for our anal-
ysis is available. This gives us an unbalanced sample of almost 50.000 individuals[”]
The information of residence in 1989 is (naturally) missing for individuals born after
reunification. We instead use parents’ location in 1989

We split the sample in five different cohorts. The first cohort consists of in-
dividuals born before 1946, i.e., before separation. The second cohort comprises
individuals born between 1946 and 1960, the third one those born between 1961

and 1975. These two cohorts were socialized in separated Germany. The fourth

13We also calculated second differences of predicted probabilities to obtain interactive effects using
the simulation-based tool CLARIFY (King et al.[2000; |Tomz et al.[[2003). The results point to
the same conclusions, the following interactive effects are significant: “being successful”: GDR
1989*2004, GDR 1989*2008; “owning a house” GDR 1989*1995. We focus on results from
regressions which do not require simulation. Results available upon request.

In contrast to the balanced sample, this includes individuals that for some reason dropped out
between 1992 and 2008, living in a SOEP household that entered the SOEP when they became
17, that moved into a SOEP household or those participating in a refreshment sample. The
unbalanced sample differs with respect to some characteristics, e.g., fewer individuals that lived
in the GDR in 1989 (32%) and more observations from 2004 and 2008 (63%).

15Estimation of baseline regressions using all available observations largely confirms previous re-
sults. Available upon request.
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cohort comprises individuals that were born between 1976 and 1984. They were
partly socialized in separated and partly in reunified Germany. The youngest co-
hort consists of individuals that were younger than six at reunification. We assume
that they were not exposed to socialist indoctrination. Children for the first time
became members of a socialist mass organization, the Young Pioneers, that was
intended to educate schoolchildren to socialist ideology, at the age of six. Children
younger than six in 1989 also never entered a school of the GDR.

We add a set of dummies indicating the cohort to which an individual belongs in
the model. The youngest cohort, which is of particular interest for our study, is cho-
sen as the reference category. We interact the cohort dummies with the GDR1989-
dummy to test for differences in the effect of having lived in the GDR between
cohorts. The coefficients on the interaction terms, shown in table [7], are partly sig-
nificant. The likelihood-ratio tests indicate that the model including interactions
fits the data significantly better for all values except for being there for others.

The lower panel of table [7] shows marginal effects of having lived in the GDR
for the different cohorts. The effects are largely similar across generations. Some
differences are found, however. The counter reaction (or catching-up effect) seems
to be stronger among older generations. Being able to afford something and being
self-fulfilled tends to be more important for East Germans born prior to 1960, as
indicated by a larger difference to the West German cohort. Owning a house is less
important in particular for the two oldest and the youngest cohorts. The cohort
born after 1984 in the Eastern part of Germany assigns lower priority to having a
partner and children than West Germans of the same age. No such or even the
opposite effect is found for older cohorts. Except for these differences, however,
children directly unaffected by rigorous socialist education report similarly different
life goals as older generations who experienced the GDR. The differences to West
Germans are similar in particular regarding the two youngest East German cohorts.

The cohorts differ in two respects. First, the older cohorts lived under socialist
influence for longer periods. Second, the oldest and the youngest cohort did not
live under socialist influence in their childhood. We check the importance of those
effects by replacing the GDR 1989-dummy by a set of dummies capturing how
long the respondent lived under socialism (1-10, 11-20, 21-30, 31-40 years) and a
dummy capturing whether the respondent lived in the GDR in his childhood (was
born between 1946 and 1984). We calculate marginal effects of having spend one’s
childhood and different length’ of life in the GDR as well as of having lived the
maximum time but not one’s childhood in the GDR. The results (shown in table
strongly resemble the ones’ shown in table . The effects do not clearly vary
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with length of time or having lived one’s childhood in the GDR. Differences in the
effect seem to be due to having spend specific life periods in the GDR.

4.6 Intergenerational transmission of values

Previous studies conjecture that differences in younger generations’ preferences are
due to intergenerational transmission. If parents in both parts of the country trans-
mit own values in a similar way, preservation of socialist influence would be fa-
cilitated. The SOEP provides information on different generations of a household
allowing us to investigate this issue. We focus again on children younger than 6
at reunification assuming that they were not exposed to indoctrination. Parents’
information is merged to that of their child(ren) which leaves us with about 1550
children-parent pairs, 500 of which are observed twice. Due to children’s age restric-
tion, the employed data are only from the 2004 and 2008 waves.

First, we estimate the model shown in equation (1) additionally including the
importance mothers and fathers assign to the domain (measured binary).m The
regressions contain controls for mother’s and father’s age, whether the parents are
married, their household income, and whether the mother and/or father are unem-
ployed. By including parental controls, we aim to rule out the possibility that similar
values are due to similarity in other characteristics. In a second step, we add interac-
tions of both parents’ values with the GDR1989-dummy to study whether parents’
values are differently related to their child’s values in East and West Germany.

Table |8 shows marginal effects calculated from regressions without interactions.
Mother’s and father’s value are positively related to the value of their child, most
of the effects are significant. The relationship between both parents’ and children’s
values is strongest with respect to the importance of owning a house, being politically
or socially involved, and traveling. The likelihood that a child assigns high priority
to those items is 10.3, 9.3, and 11.6ppts higher if both parents’ values increase by
one standard deviation. This effect is 5.1ppts regarding the importance of having
children, and 2-4ppts regarding the other domains.

To some extent, the low(er) relationship between parents and children with re-
spect to “success goals”, “family goals”, and being there for others should be due to
lacking variance of either the dependent or the two main variables of interest, i.e.,
due to statistical reasons (e.g., [Hoge et al.[1982). More than 90% of children assign
high priority to being able to afford something, being successful, being self-fulfilled
or being there for others. At least 90% of mothers and fathers find being there for

16Regressions only include the parents’ value in the same domain. These effects are unchanged
when the full set of values is included.
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others, having a happy relationship and having children important (see table .
To analyze the role of the statistical effect, the restriction that children were younger
than 6 years old in 1989 is relaxed. Due to the broader age range, the variance of
children’s, mothers’ and fathers’ values is slightly higher with respect to being suc-
cessful, self-fulfilled and being there for othersm The intergenerational links based
on regressions using the extended sample are largely unchanged, some effects are
slightly higher and statistically significant at higher levels (shown in table .

The findings suggest that differences in the intergenerational link across values
are due to differences in transmission rather than lacking variance of the variables.
The three values for which the strongest relationship between parents and children
is found are more disputed in the population than other values. As outlined in
section [2] theory predicts that parents’ incentive to transmit a trait is higher, the
less likely it is that their child adopts the trait via other channels of transmission.
A higher intergenerational link regarding more disputed values is also reported by
Trommsdorff et al.| (2004) and Albert et al. (2009).

The analysis of intergenerational transmission in East and West Germany is re-
ported in table[0] Coefficients and likelihood-ratio tests that indicate that transmis-
sion only differs between East and West Germany with respect to having a partner
and children. It has to be taken into account, however, that parents’ responses vary
little with regard to these domains. With respect to the other values, the effects
of East and West German parents are similar. The likelihood that a West German
child finds owning a house important is 16.5ppts higher if both parents’ values in-
crease by one standard deviation (using the one of East and West German parents’
values, respectively). The effect is 10.9ppts for an East German child-parents-pair.
The intergenerational links are 6ppts (West) and 9.2ppts (East) with respect to
social participation, and 9.6ppts (West) and 13.6ppts (East) with respect to trav-
eling. While the importance of career-success is positively related between West
German parents and children (joint effect: 3.5ppts), no such effect is found among
East Germans. The results suggest the intergenerational link does not substantially
and systematically differ between East and West.

Our results are based on the assumption that the relationship is due to vertical
transmission. However, other channels of transmission may also influence children’s
values. The link between parents’ and children’s values would be spurious if simi-

larity in values is due to residence in the same region. We check whether the link

17 Average age of children (mothers/fathers) in this sample is 25 (51/54). The standard deviation
of the three values of children and parents is about 0.02 to 0.06 higher. Variation of other
values among children is unchanged. The variance of parents’ importance of P/S ACTIVE
(CHILDREN) is 0.01-0.02 lower (higher), otherwise the summary statistics are unchanged.
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in synthetic families is similar to the one observed within real families by randomly
re-matching parents to children (as suggested by [Dohmen et al.| (2012)). To each
child, we re-match parents that lived in the same part of Germany in 1989 and have
the same education (training, studied, other) as real parents to take into account
differences in life goals that may exist between families with different backgrounds.
The matching procedure is repeated 500 times. For each draw, we re-estimate the
model shown in table [§] and calculate marginal effects on the parents’ values. The
means of these marginal effects are shown in table The relationship between
synthetic parents and children is on average zero.

Another approach to take into account omitted variables at the regional level
is to include regional averages of values. We use all available observations except
for the child’s ones to calculate for each year an average value for the district in
which the child resides. The average is equal to the fraction of individuals which
assign importance to a domain (excluding the child). The bottom panel of table
shows results from regressions which include the district average of the respective
value. The relationship between children and their parents is largely unaffected. The
district average is positively related to children’s values except for the importance
of being successful, social participation, and having a partner. The links established
above do not seem to be caused by omitted variables at the regional level.

We assume that children younger than six at reunification were not directly ex-
posed to the rigorous socialist indoctrination that was going on in school or socialist
organizations of the GDR. However, one might argue that children attended kinder-
gartens from the age of three onwards and thus came in touch with first elements of
socialism. Kindergartens were subordinated to the Ministry of National Education
and had the task to transmit a first picture of life in society. In contrast, cribs to
which children younger than three could be send were not a part of the socialist ed-
ucation machine but of the health system. They were meant to take care of children
so that their mothers could work. To exclude the possibility that exposure to first
elements of socialist education in kindergartens influenced children’s values directly,
we restrict the sample to children younger than three. The intergenerational rela-
tionships are largely similar to the ones’ obtained if children between three and five
are also included (results shown in table[A.5)). Our result of similar intergenerational
transmission of values in East and West hence also applies when children even less
likely to be directly affected by socialist indoctrination are considered.

Another concern may be omitted variables at the family level. The results are
unchanged when we additionally include parents’ and children’s years of education,

their employment status, income, and health status. Reverse causality may be
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Table 10: Intergenerational transmission using randomly drawn

parents
Value of parent Random  Mean marginal effect  Std. Dev Min Max
draws of parent
AFFORD Father 500 0.000 0.018 -0.066  0.055
AFFORD Mother 500 0.000 0.018 -0.047  0.048
SUCCESS Father 500 0.000 0.014 -0.042  0.043
SUCCESS Mother 500 0.001 0.012 -0.036  0.042
FULFILL Father 500 -0.001 0.013 -0.032  0.041
FULFILL Mother 500 0.001 0.013 -0.033  0.043
OWN HOUSE Father 500 -0.001 0.024 -0.069 0.073
OWN HOUSE Mother 500 -0.002 0.025 -0.083  0.072
P/S ACTIVE Father 500 0.001 0.021 -0.065 0.077
P/S ACTIVE Mother 500 0.001 0.021 -0.057  0.079
TRAVEL Father 500 -0.001 0.022 -0.057  0.056
TRAVEL Mother 500 0.000 0.022 -0.063  0.063
BE THERE Father 500 0.001 0.018 -0.045 0.071
BE THERE Mother 500 0.001 0.029 -0.056  0.103
PARTNER Father 500 0.004 0.046 -0.083  0.146
PARTNER Mother 500 0.002 0.046 -0.082 0.155
CHILDREN Father 500 -0.002 0.050 -0.168  0.150
CHILDREN Mother 500 -0.004 0.076 -0.233  0.279

Mean marginal effect of randomly drawn parent’s value. Average of marginal effect based
on 500 regressions as shown in table

less of an issue when lags of parental values are included. The intergenerational
links are similar when lags from the previous period are included instead of current
parental values (reported in table . However, these exercises cannot rule out
the possibility that omitted variables at the family may bias the results.ﬁ

4.7 Behavioral consequences

A concern with self-reported preferences is that we do not know whether people
actually mean what they say (e.g., Bertrand and Mullainathan 2001). To prove
validity of stated-preference measures, studying their explanatory power for behavior
has become a standard approach (e.g., Guiso and Paiellal|2004; Dohmen et al.|2011]).
We test the behavioral relevance of values by analyzing their relationship to five
outcomes: owning a house, being self-employed, working more hours than preferred,
participation in politics, and volunteering. We check whether values stated in 1992
are reflected in outcomes 16 years later, i.e., the last period of observation. We
control for house-ownership, self-employment, employment status, involvement in
political or social activities in 1992. While this approach does not prove a causal

link, it reduces the impact of endogeneity.

18 Another approach to address these concerns would be an instrumental variable strategy. However,
finding valid instruments is a challenge. Experiments with the instruments employed by [Dohmen
et al.| (2012)) or other variables that potentially satisfy IV-assumptions (e.g., parents’ health) show
that the results are very volatile. We refrain from reporting these results which, from our point
of view, do not seem to provide reliable evidence.
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The dependent variables are binary indicating whether in 2008 the respondent’s
household owns a house, his actual working time is three or more hours higher than
the working time he would prefer, he is self-employed, participates in political initia-
tives, and performs volunteer work at least once a month. The behavior are regressed
on values reported in 1992, the respective behavior in 1992, and socio-demographic
controls from 2008 (gender, age, education, location of youth, household income
(income not included in regressions on occupation variables), family status, whether
children live in the household, real GDP per capita in the federal state). Given the
differences in values between East and West Germans described above, we estimate
separate regressions for East and West.

Average marginal effects from the regressions are reported in table West
Germans that assign high importance to owning a house in 1992 are 11.1ppts more
likely to actually own a house in 2008. The effect is very similar for East Ger-
mans (13.9ppts). The likelihood that someone is self-employed in 2008 is 3ppts
(West) or 5ppts (East) higher if someone finds owning a house important in 1992.
While the likelihood of self-employment is 3-4ppts higher if someone finds social
or political participation important in 1992, the importance of success-goals has
no effect. This seems at odds with the study by [Bauernschuster et al.| (2012) who
show that individualistic mentality matters for entrepreneurship. However, the re-
lationship established here is also plausible. People that want to change society
may do so by becoming an entrepreneur.@ Success goals are positively related to
working more hours than one prefers in particular among East Germans. The rela-
tionship is 12.4ppts with respect to ability to afford something, 15.6ppts regarding
career-success, 8.3ppts regarding self-fulfillment. Among West Germans only the
importance of being successful matters (significant at the 10%-level).

The likelihood of participation in a political activity in 2008 is 5.2ppts (West)
and 7.6ppts (East) higher if a respondent assigns high priority to being politically or
socially active in 1992. The probability that a respondent reports that he volunteers
is increased by 4.9ppts (West) and 8.2ppts (East) if he assigns high priority to being
politically or socially active in 1992. The probability of these behavior also tend to
be more higher if someone assigns a high importance to being there for others. A
high importance of being able to afford something is negatively related to political

and social involvement among East Germans. Overall, the results are plausible.

9Brown and Ulijn| (2004) discuss that low rather than high individualism may stimulate en-
trepreneurship: “an individualistic society is more adapted to deal with people who want to do
it their own way. In a less individualistic society, organizations and institutions do not yield
these opportunities and, as a result, people with entrepreneurial needs are more inclined to start
for themselves, as they cannot satisfy their needs within the existing structures.”
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Respondents that assign high importance to a domain in 1992 are more likely to
show the related behavior in 2008. The relationships are largely similar in East and
West. They tend to be slightly higher among East Germans.

One explanation for the link between values in 1992 and behavior in 2008 is that
values reflect children’s parental background. Children may form their values based
on their parents’ behavior or the financial situation in which they grow up. The link
may reflect the relationship between behavior and the parental background rather
than with values. We study the importance of these effects by including parents’
behavior (variable equal to one if mother or father own a house, is self-employed,
involved in politics, volunteer) and parental household income in the regressions.
We perform this analysis using the values, own and parents’ behavior from 2004 as
regressors. The number of observations drops severely when we run this regression
with data from 1992. We disregard the variable measuring the gap between actual
and preferred working hours which cannot necessarily be observed by children.

The relationships between stated values and outcomes are largely unaffected by
including parental variables, as shown in table [12] Our result confirm the finding
that socialism damaged the intergenerational link with respect to self-employment
(Fritsch and Rusakoval2012). Parents’ and children’s self-employment, as well as
house ownership, are unrelated in East Germany. In contrast, political and social
participation is only related across generations in East Germany. Differences in
intergenerational transmission of behavior are thus indicated. However, our main
concern is the relationship between stated values and behavior. Our results suggest

that the links between values and behavior do not reflect parental background.

5 Discussion

Our study shows that socialism persistently shaped basic values. Individuals of East
and West Germany report different life goals in several domains. The difference in
the probability that someone assigns high priority to different things in life is below
10ppts for almost all values. An exception is the importance of house ownership
which differs by 18ppts. Having lived in the GDR seems to have a weaker effect on
basic values on average compared to preferences investigated in other studies (see
section [3)). Preferences investigated in other studies were - presumably - more di-
rectly shaped by socialist indoctrination. The more universal character of life goals
makes it difficult to link them unambiguously to a specific policy. It is typically as-
sumed that collective goals are placed ahead of personal goals in socialism. However,

a general shift to collective goals cannot be observed. On the contrary, a tendency
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to emphasize personal goals is indicated.

Whether preferences con- or diverge over the years is an important topic. Based
on observations of the same individuals over almost 20 years, we largely find sta-
bility of East-West differences across years. Our results suggest that the evolution
of preferences may be related to the persistence of or changes in restrictions. The
lower difference with respect to owning a house in 1995 may be explained by the con-
struction boom going on at that time. The decreasing importance of career-success
may be due to the poor labor market situation. The persistently higher importance
of having children can be related to the continuing existence of institutions favor-
ing the decision to have a child. Attendance rates of children younger than three
are still much higher in East Germany (Destatis|[2012). |[Rainer and Siedler| (2009)
provide a similar interpretation for their findings. The authors argue that people
quickly learned about the quality of institutions and thus adjusted their trust in in-
stitutions. They explain that economic hardship prevented East Germans to adjust
social trust. This explanation may may also apply to our finding that political and
social participation is persistently less important for East Germans.

Our analysis shows that values are similarly related across generations in East
and West Germany. Nonetheless, the intergenerational link is weak for most values.
The finding that the cohort directly unaffected by socialist indoctrination reports
similarly different values as older cohorts thus may not only be due to vertical
transmission. Other channels of transmission, e.g., school teachers, also seem to be
important for children’s value formation (Saint-Paul/2010).

We show that people’s stated life goals are related to their behavior. Differences
in values may to some extent explain differing behavior still observed in the two
parts of Germany. Despite the construction boom in the early 1990s, the per capita
number of newly built dwellings in East Germany was below the one in West Ger-
many between 1991 and 2009 (65 vs. 78 newly built dwellings per 1000 in East/West
(Destatis 2010))). While only 40% of former GDR inhabitants in our sample own
a house, 58% of West Germans do. These differences may of course be related to
income differences. Our analysis shows that a one standard deviation-increase in
household income increases the probability of house ownership by about 10ppts.
The relationship between high importance of and actual house ownership is of simi-
lar magnitude. It is difficult to give these results a causal interpretation. They may
be taken as an indication that differences in values contribute in a similar extent
to actual house ownership as differences in income. The lower importance assigned
by former GDR inhabitants to being politically or socially active also seems to be

reflected in their behavior. The fraction of volunteers is slightly (about 5ppts) but
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persistently lower in East Germany (Corsten and Griimer|2010).

6 Conclusion

Having lived in socialism persistently shaped people’s preferences. Our analysis adds
to previous literature by showing that this also applies to basic values. The results
suggest that, on the one hand, East Germans adapted preferences to policies or life
conditions in the GDR. However, we also observe the opposite reaction. In contrast
to what one might have expected, a tendency to emphasize personal goals rather
than collective goals is indicated. Based on observations of the same individuals,
we find low convergence of East and West Germans’ values. The differences narrow
clearly between 1992 and 2008 only with respect to the importance of career success.
This pattern may be interpreted as disappointment with poor labor markets. Our
results suggest that restrictions in reunified Germany matter for the (evolution of)
differences. An important finding is that the effect largely extends to individuals that
never directly came in touch with rigorous socialist indoctrination. The relationship
between parents’ and children’s values is found to be similar in East and West
Germany. However, the link is rather low. While intergenerational transmission
provides one explanation that also the first subsequent generation shows different

values, other channels of transmission also seem to be important.

References

Ai, C. and E. Norton (2003). Interaction Terms in Logit and Probit Models. Economics Letters 80,
123-129.

Albert, I., G. Trommsdorff, and L. Wisnubrata (2009). Intergenerational Transmission of Values
in Different Cultural Contexts: A Study in Germany and Indonesia. Bibliothek der Universitat

Konstanz.

Alesina, A. and N. Fuchs-Schiindeln (2007). Good-bye Lenin (or Not?): The Effect of Communism

on People’s Preferences. American Economic Review 97(4), 1507-1528.

Ball, R. (2001). Individualism, Collectivism, and Economic Development. The ANNALS of the
American Academy of Political and Social Science 573(1), 57-84.

Bauernschuster, S., O. Falck, R. Gold, and S. Heblich (2012). The Shadows of the Socialist Past:
Lack of Self-Reliance Hinders Entrepreneurship. European Journal of Political Economy 28(4),
485-497.

Bauernschuster, S. and H. Rainer (2012). Political Regimes and the Family: How Sex-Role Atti-
tudes Continue to Differ in Reunified Germany. Journal of Population Economics 25(1), 5-27.

35



Baulch, B. and A. Quisumbing (2011). Testing and Adjusting for Attrition in Household Panel
Data. CPRC Toolkit Note.

Becker, G. and G. Stigler (1977). De Gustibus Non es Disputandum. American Economic Re-
view 67(2), 76-90.

Berry, W., J. DeMerritt, and J. Esarey (2010). Testing for Interaction in Binary Logit and Probit
Models: Is a Product Term Essential? American Journal of Political Science 54 (1), 248-266.

Bertrand, M. and S. Mullainathan (2001). Do People Mean What They Say? Implications for

Subjective Survey Data. American Economic Review 91(2), 67-72.

Bisin, A. and T. Verdier (2010). The Economics of Cultural Transmission and Socialization. In
M. J. J. Benhabib, A. Bisin (Ed.), The Handbook of Social Economics 1A. North Holland.

Blanchflower, D. and R. Freeman (1997). The Attitudinal Legacy of Communist Labor Relations.
Industrial and Labour Relations Review 50(3), 438-459.

Bowles, S. (1998). Endogenous Preferences: The Cultural Consequences of Markets and Other

Economic Institutions. Journal of Economic Literature 36, 75—111.

Bowles, S. (2006). Microeconomics: Behavior, Institutions, and Evolution. Princeton: Princeton

University Press.

Brown, T. E. and J. M. Ulijn (2004). Innovation, Entrepreneurship and Culture: The Interaction
between Technology, Progress and Economic Growth. Edward Elgar Publishing.

Cipriani, M., P. Giuliano, and O. Jeanne (2013). Like Mother Like Son? Experimental Evidence
on the Transmission of Values from Parents to Children. Journal of Economic Behavior &
Organization 90, 100-111.

Corsten, M. and S. Griimer (2010). Biirgerschaftliches Engagement in Ost- und Westdeutschland.

Bundeszentrale fiir politische Bildung.
Destatis (2010). 20 Jahre Deutsche Einheit - Wunsch oder Wirklichkeit. Statistisches Bundesamt.
Destatis (2012). Kindertagesbetreeung in Deutschland 2012. Statistisches Bundesamt.

Dohmen, T., A. Falk, D. Huffman, and U. Sunde (2012). The Intergenerational Transmission of
Risk and Trust Attitudes. Review of Economic Studies 79(2), 645-677.

Dohmen, T., A. Falk, D. Huffman, U. Sunde, J. Schupp, and G. G. Wagner (2011). Individual Risk
Attitudes: Measurement, Determinants, and Behavioral Consequences. Journal of the European
Economic Association 9(3), 522-550.

Engelhardt, H., H. Trappe, and J. Dronkers (2002). Differences in Family Policy and the Intergen-
erational Transmission of Divorce: A Comparison Between the Former East and West Germany.
Demographic Research 6, 195-324.

Feld, L. and B. Torgler (2007). Tax Morale after the Reunification of Germany: Results from a
Quasi-Natural Experiment. CESifo Working Paper Series No. 1921.

36



Fitzgerald, J., P. Gottschalk, and R. Moffitt (1998). An Analysis of Sample Attrition in Panel
Data: The Michigan Panel Study of Income Dynamics. Journal of Human Resources, 251-299.

Fritsch, M. and A. Rusakova (2012). Self-employment After Socialism: Intergenerational Links,
Entrepreneurial Values, and Human Capital. SOEPpapers No. 456.

Geissler, R. (2008). Die Sozialstruktur Deutschlands: Zur gesellschaftlichen Entwicklung mit einer

Bilanz zur Vereinigung. Verlag fiir Sozialwissenschaften, Wiesbaden.

Gorodnichenko, Y. and G. Roland (2010). Culture, Institutions and the Wealth of Nations. Na-
tional Bureau of Economic Research Working Paper No. 16368.

Gorodnichenko, Y. and G. Roland (2011). Individualism, Innovation, and Long-Run Growth.
Proceedings of the National Academy of Sciences 108(Supplement 4), 21316-21319.

Greene, W. (2008). Testing Hypotheses About Interaction Terms in Nonlinear Models. Economics
Letters 107, 291-296.

Grgnhgj, A. and J. Thggersen (2009). Like Father, Like Son? Intergenerational Transmission
of Values, Attitudes, and Behaviors in the Environmental Domain. Journal of Environmental
Psychology 29(4), 414-421.

Guiso, L. and M. Paiella (2004). The Role of Risk Aversion in Predicting Individual Behavior.
CEPR Discussion Paper No. 4591.

Guiso, L., P. S. and L. Zingales (2008). Social Capital as Good Culture. Journal of the Furopean
Economic Association 2, 295-320.

Headey, B. (2008). Life Goals Matter to Happiness: A Revision of Set-Point Theory. Social
Indicators Research 86, 213-231.

Headey, B., R. Muffels, and G. Wagner (2010). Long-Running German Panel Survey Shows That
Personal and Economic Choices, Not Just Genes, Matter For Happiness. Proceedings of the
National Academy of Sciences 107, 17922-17926.

Headey, B., R. Muffels, and G. G. Wagner (2012). Parents Transmit Happiness along with Asso-
ciated Values and Behaviors to Their Children: A Lifelong Happiness Divided? SOEPpapers
492.

Heineck, G. and B. Siissmuth (2013). A Different Look at Lenin’s Legacy: Social Capital and Risk
Taking in the two Germanies. Journal of Comparative Economics 41(3), 789-803.

Heydemann, G. (2002). Gesellschaft und Alltag in der DDR. Bundeszentrale fiir politische Bildung,
Informationen zur politischen Bildung, Heft 270.

Hofstede, G. H. (2001). Culture’s Consequences: Comparing Values, Behaviors, Institutions and

Organizations Across Nations. Sage.

Hoge, D. R., G. H. Petrillo, and E. I. Smith (1982). Transmission of Religious and Social Values
from Parents to Teenage Children. Journal of Marriage and Family 44(3), 569-580.

37



King, G., M. Tomz, and J. Wittenberg (2000). Making the Most of Statistical Analyses: Improving

Interpretation and Presentation. American Journal of Political Science, 347-361.

Kluckhohn, F. and F. Strodtbeck (1961). Variations in Value Orientations. Row, Peterson and
Company.

Leuermann, A. and S. Necker (2013). Intergenerational Transmission of Risk Attitudes - A Revealed

Preference Approach. mimeo.

Miihlberg, D. (2002). Schwierigkeiten Kultureller Assimilation - Freuden und Miihen der Ost-
deutschen beim EingewShnen in Neue Standards des Alltagslebens. Bundeszentrale fiir politische
Bildung, Aus Politik und Zeitgeschichte, B 17/2002.

Nunn, N. and L. Watchekon (2011). The Slave Trade and the Origins of Mistrust in Africa.
American Economic Review 101, 3221-3252.

Paldam, M. and G. T. Svendsen (2000). An Essay on Social Capital: Looking for the Fire Behind
the Smoke. Furopean Journal of Political Economy 16(2), 339-366.

Phalet, K. and U. Schénpflug (2001). Intergenerational Transmission of Collectivism and Achieve-
ment Values in Two Acculturation Contexts: The Case of Turkish Families in Germany and
Turkish and Moroccan Families in the Netherlands. Journal of Cross-Cultural Psychology 32(2),
186-201.

Putnam, R. (1993). Making Democracy Work: Civic Traditions in Modern Italy. Princeton Uni-

versity Press.

Rainer, H. and T. Siedler (2009). Does Democracy Foster Trust? Journal of Comparative Eco-
nomics 37, 251-269.

Richter, H. (2009). Die DDR. Stuttgart: UTB.

Saint-Paul, G. (2010). Endogenous Indoctrination: Occupational Choices, the Evolution of Beliefs
and the Political Economy of Reforms. The Economic Journal 120(544), 325-353.

Schwartz, S. (1999). A Theory of Cultural Values and Some Implications For Work. Applied
Psychology 48(23-47).

Schwartz, S. H. and A. Bardi (1997). Influences of Adaption to Communist Rule on Value Priorities
in Eastern Europe. Political Psychology 18(2), 385-410.

Shiller, R., M. Boycko, V. Korobov, S. Winter, and T. Schelling (1992). Hunting for Homo
Sovieticus: Situational Versus Attitudinal Fctors in Economic Behavior. Brookings Papers on
Economic Activity 1, 127-194.

Tabellini, G. (2010). Culture and Institutions: Economic Development in the Regions of Europe.
Journal of the European Economic Association 8(4), 677-716.

Tomz, M., J. Wittenberg, and G. King (2003). CLARIFY: Software for Interpreting and Presenting
Statistical Results. Journal of Statistical Software 8(1), 1-30.

38



Torgler, B. (2003). Does Culture Matter? Tax Morale in an East-West-German Comparison.
FinanzArchiv: Public Finance Analysis 59(4), 504-528.

Trommsdorff, G., B. Mayer, and I. Albert (2004). Dimensions of Culture in Intra-Cultural Com-
parisons: Individualism/Collectivism and Family-Related Values in Three Generations. In J. S.
H. Vinken and P. Ester (Eds.), Comparing Cultures : Dimensions of Culture in a Comparative

Perspective, pp. 157-184.

A Appendix

Table A.1: Descriptive statistics of control variables

All West Germans East Germans

Variable N Mean S.D. N Mean S.D. N Mean S.D.
GDR prior to 1989 16028 0.374 0.484 10033 0 0 5995 1 0
Male 16028 0.248 0.432 10033 0.247 0.432 5995 0.250 0.433
1992 16028 0.249 0.432 10033 0.248 0.432 5995 0.250 0.433
1995 16028 0.251 0.434 10033 0.252 0.434 5995 0.250 0.433
2004 16028 0.252 0.434 10033 0.253 0.435 5995 0.250 0.433
2008 16028 0.465 0.499 10033 0.463 0.499 5995 0.468 0.499
Age 16028 50.275 14.840 10033 51.021 14.700 5995 49.026  14.990
Location childhood large 16028 0.217 0.412 10033 0.233 0.423 5995 0.189 0.392
Location childhood medium 16028 0.155 0.362 10033 0.149 0.356 5995 0.166 0.372
Location childhood small 16028 0.215 0.411 10033 0.212 0.409 5995 0.220 0.414
Location childhood rural 16028 0.413 0.492 10033 0.406 0.491 5995 0.425 0.494
Father high school 16028 0.084 0.277 10033 0.089 0.285 5995 0.074 0.262
Mother high school 16028 0.029 0.169 10033 0.027 0.162 5995 0.033 0.179

Real GDP per capita in 1000 16028  0.255 0.062 10033  0.292 0.037 5995  0.192 0.041

N = individuals which are included in all four survey waves.
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Table A.3: Descriptive statistics intergenerational transmission regressions

All West Germans East Germans

Variable N Mean S.D. N Mean S.D. N Mean S.D.

AFFORD 2014 0.901 0.299 1339 0.892 0.311 675 0.919 0.274
SUCCESS 1991 0.939 0.239 1327 0.931 0.254 664 0.956 0.205
FULFILL 2012 0.920 0.271 1339 0.912 0.284 673 0.936 0.245
OWN HOUSE 2002 0.480 0.500 1331 0.522 0.500 671 0.395 0.489
POLITICS 2001 0.214 0.410 1330 0.235 0.424 671 0.173 0.378
TRAVEL 2012 0.565 0.496 1339 0.591 0.492 673 0.514 0.500
BE THERE 2014 0.924 0.266 1340 0.920 0.271 674 0.930 0.255
PARTNER 1985 0.891 0.311 1318 0.906 0.292 667 0.862 0.345
CHILDREN 1970 0.585 0.493 1301 0.595 0.491 669 0.565 0.496
Father AFFORD 2015 0.842 0.365 1340 0.823 0.382 675 0.880 0.325
Father SUCCESS 2000 0.864 0.343 1334 0.862 0.345 666 0.866 0.341
Father FULFILL 2007 0.707 0.455 1334 0.698 0.459 673 0.725 0.447
Father OWN HOUSE 2014 0.693 0.461 1339 0.745 0.436 675 0.590 0.492
Father PS ACTIVE 2007 0.269 0.444 1334 0.312 0.463 673 0.184 0.388
Father TRAVEL 2015 0.381 0.486 1341 0.426 0.495 674 0.291 0.454
Father BE THERE 2015 0.905 0.294 1340 0.907 0.291 675 0.901 0.299
Father PARTNER 2017 0.979 0.143 1342 0.978 0.145 675 0.981 0.138
Father CHILDREN 2011 0.948 0.223 1339 0.960 0.197 672 0.924 0.265
Mother AFFORD 2011 0.827 0.378 1338 0.824 0.381 673 0.832 0.374
Mother SUCCESS 1985 0.741 0.438 1316 0.691 0.462 669 0.837 0.370
Mother FULFILL 2005 0.705 0.456 1331 0.669 0.471 674 0.777 0.416
Mother OWN HOUSE 2007 0.660 0.474 1334 0.706 0.456 673 0.569 0.496
Mother PS ACTIVE 2006 0.238 0.426 1334 0.277 0.447 672 0.161 0.368
Mother TRAVEL 2011 0.399 0.490 1338 0.424 0.494 673 0.349 0.477
Mother BE THERE 2013 0.966 0.181 1339 0.963 0.190 674 0.973 0.161
Mother PARTNER 2015 0.982 0.132 1340 0.983 0.130 675 0.981 0.138
Mother CHILDREN 2007 0.978 0.148 1335 0.980 0.141 672 0.973 0.162
Male 2020 0.520 0.500 1345 0.526 0.500 675 0.510 0.500
2004 2020 0.431 0.495 1345 0.428 0.495 675 0.437 0.496
Age 2020 19.704 2.014 1345 19.693 2.016 675 19.727 2.013
Age? 2020 392.321 82.044 1345 391.873 82.083 675 393.215 82.019
Loc. childhood large 2020 0.194 0.396 1345 0.189 0.392 675 0.204 0.404
Loc. childhood medium 2020 0.201 0.401 1345 0.213 0.409 675 0.178 0.383
Loc. childhood small 2020 0.259 0.438 1345 0.257 0.437 675 0.262 0.440
Loc. childhood rural 2020 0.346 0.476 1345 0.341 0.474 675 0.356 0.479
Father high school 2020 0.245 0.430 1345 0.270 0.444 675 0.194 0.396
Mother high school 2020 0.279 0.448 1345 0.336 0.473 675 0.164 0.371
Real GDP p.c. in 1000 2020 0.274 0.056 1345 0.301 0.043 675 0.220 0.037
Parents married 2020 0.912 0.284 1345 0.933 0.250 675 0.870 0.337
Father unemployed 2020 0.057 0.232 1345 0.033 0.180 675 0.104 0.305
Mother unemployed 2020 0.066 0.248 1345 0.026 0.159 675 0.145 0.353
Father age 2020  49.850 5.946 1345 50.883 5.971 675 47.790 5.333
Mother age 2020  47.288 5.102 1345 48.193 5.078 675 45.486 4.654
Parents’ log HH income 2020 10.749 0.500 1345 10.860 0.497 675 10.528 0.428
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