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To our Preceding Generations
only some of whom are still with us
and to our Succeeding Generations
who are just that and of whom we are proud
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Preface and Acknowledgments

Succeeding Generations is the culmination of several years of research
and writing. It represents the most ambitious single project in which
either of us has been engaged. At one level, this volume indicates that
the project has been completed. However, a reading of the book will
indicate that our research on the question of the determinants of chil-
dren’s attainments is only at a way station. The data base on which our
research findings rest—the Michigan Panel Study of Income Dynamics
(PSID)—is an ongoing longitudinal survey. Although we chose to cut
off the annual observations on the 1700 children that we study at 1988
for the research reported here, the PSID continues to collect data on
these children. As of this writing there are an additional 4 years of data
that can be exploited on every child. Because we are continuing to add
additional years of information on each child to our data base, the vol-
ume is but a progress report.

The Preface is the place for acknowledgments, so let us start at the
beginning. We would not have pursued this project without the financial
and staff support of the Institute for Research on Poverty (IRP). We
would like to thank the two Directors of the Institute during the course
of the research—Charles Manski and Robert Hauser—for their support
and encouragement. We also acknowledge financial support from the
Economics Program of the National Science Foundation, the Graduate
School of the University of Wisconsin-Madison, the Robert M. La Fol-
lette Institute of Public Affairs, and the Russell Sage Foundation.

At the same time, we are indebted to the Michigan Survey Research
Center for the collection, editing, and distribution of the PSID data.
Over the numerous years that the Center has organized and managed
the PSID, the skills and dedication of the staff have not flagged, nor
has their willingness to help and assist researchers in understanding
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with us over the years, and their contributions have also been crucial.
James Spaulding, Fung Mey Huang, Chong Bum An, Donna Ginther,
and Kathy Wilson not only made contributions to model specification
and estimation, but their willingness to persevere in organizing, clean-
ing, and troubleshooting the data carried us when we were drowning in
a sea of information. Our assistant, Joan Sample, came to our rescue in
many ways as well.

Our bland prose in the writing of the book—and the many papers
from which it draws—was vastly improved by the talented hands of
Betty Evanson, Liz Uhr, and Paul Dudenhefer, all of whom are at the
IRP, and Alice Honeywell at the La Follette Institute of Public Affairs.
Hope Steele, who applied her copious copy editing skills to the final
manuscript, helped make a rough manuscript into a coherent story. Lisa
Nachtigall provided encouragement and helpful suggestions during the
entire editing process, and Charlotte Shelby cheerfully managed it all.

Dawn Duren, Teresa Schiffer, and Pauline Jones contributed typing
and secretarial support to the enterprise and stuck with us throughout
the many drafts and variations that a project of this size generates. We
admire their persistence and good cheer and thank them for their help.

Numerous people read parts or all of the book and made helpful
comments to us along the way. Others gave us technical advice. They
include Sheldon Danziger, Peter Gottschalk, Gary Sandefur, Sara Mc-
Lanahan, Robert Hauser, Charles Manski, Robert Mare, Arthur Gold-
berger, Christopher Jencks, Greg Duncan, Mary Corcoran, Larry Aber,
and Lindsay Chase-Lansdale. Robert Moffitt both offered helpful advice
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and provided data on state welfare benefits. The members of the Na-
tional Advisory Committee of the IRP also gave us helpful feedback at
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parts of the University of Wisconsin-Madison with which we are associ-
ated—the Institute for Research on Poverty, the La Follette Institute of
Public Affairs, the Department of Economics, and the Department of
Preventive Medicine.
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the Russell Sage Foundation. By inviting us to be Visiting Fellows for
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is the inevitable accompaniment of the stresses associated with a project
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The Deteriorating Status
of America’s Children:
Facts and Implications

THE STATUS OF AMERICA’S CHILDREN

American children are not doing well. Much has been written about the
precarious situation of many of our youngest citizens—and its implica-
tions for the nation’s future. There have been a large number of promi-
nent commissions: a House of Representatives Select Committee on
Children, Youth, and Families; a Committee on Economic Development
Task Force; a National Commission on Children created by Congress
and the president; and a National Academy of Sciences Committee,
which have studied the problem and offered their recommendations.

In addition, a wide variety of other groups and organizations have
studied, written about, and published reports documenting the poor con-
ditions in which many of America’s children grow up. Most of these
reports have also offered policy recommendations designed to improve
the status and well-being of America’s children—and their chances for
success in life.!

A few facts are able to convey the essence of this melancholy picture.
By any historical or comparative standard, children in the United States
today face a high probability of being born to a unwed mother and of
living with only a single parent. More than a quarter of today’s infants
have been born to an unwed mother; and 4 out of every 10 American
children are not living with both biological parents. Less than three-
quarters of all children live with two parents. Indeed, each year more
than 1.5 million children under 18 (or about 1 child out of 40) experi-
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2 SUCCEEDING GENERATIONS

ence the divorce of their parents, and about half of all children live with
but one parent at some point.

These statistics are far worse for African-American (and to a slightly
lesser extent Hispanic) infants and children. Indeed, nearly two-thirds
of all African-American children are born to a nonmarried mother, and
less than 40 percent of them live with two parents. Current estimates
are that only about half of children growing up with a single parent will
enter or reenter a two-parent family.?

With the rapid increase in the labor force participation of married
mothers, substantially less time is spent at home-—and with children—
than in earlier times. More than 60 percent of all children under 18 have
a mother who works in the paid labor force, as do more than half of
children under 6. Estimates suggest that the number of hours per week
that children have contact with their parents has fallen by one-half since
1964. A variety of other indicators of children’s well-being and perfor-
mance—ranging from the incidence of child abuse, to achievement test
scores, to poverty rates, to crime rates—have also turned sour.

The troubling picture that these statistics convey for younger children
carries over to teenagers. The suicide rate of teens aged 15-19 is high—
more than 11 per 100,000—as is the use of cocaine. Indeed, more than
55 percent of young adults 18-25 have used cocaine at some point.
Teenagers continue to drop out of high school at a high rate—135 percent
overall, with higher rates for Hispanic and African-American children.
And, for those who stay in high school and take the SAT tests, the
average combined score of slightly less than 900 is lower than it was
20 or 30 years ago, and is viewed as abysmally low by nearly all ob-
Sservers.

While a large number of these overall indicators of the status of
America’s children are discouragingly low, this does not mean that the
status of all American children is poor. In fact, the average American
child today has access to substantial economic resources as well as a
number of other advantages, far more than did his counterpart of a few
decades ago.

A large part of the problem of children’s status is rooted in differ-
ences among children, rather than in the status of the average child. The
gaps among children today reflect the pattern of economic and social
disparities among families. Economic inequality among families with
children today is far larger today than it has been since World War II,
and the disparities among families in a variety of social and behavioral
dimensions seem even greater. While the circumstances of children liv-
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ing in middle-class and upper-income families provide little basis for
special concern, the same cannot be said for children growing up poor.

Indeed, many of the dismal national indicators of children’s status
are heavily affected by the conditions prevailing in the nation’s poorest
families. As of 1991, nearly 22 percent of all children under the age of
18 lived in families with incomes below the nation’s official poverty
line, and about 12 percent of them lived in families that could not es-
cape poverty even if all of the adults in the family worked full-time,
full-year. The statistic is also far worse for African-American and His-
panic children—more than 40 percent live in families with incomes be-
low the poverty line; about 20 percent of them live in families that are
unable to work their way out of poverty.?

But just growing up in a family with low income conveys only a
portion of the full deprivation that this represents. Children growing up
poor are also likely to experience a wide range of other events and
circumstances that thwart normal development, aspirations, energy, and
hope. They are more likely than other children to be exposed to lead
and experience poor nutrition, both of which lead to low and deteriorat-
ing health status. And they are less likely to be immunized against com-
mon preventable diseases. They have a high probability of living in
neighborhoods with high rates of crime, drug dependence, and drug
trafficking. Relative to the national average, far higher proportions of
poor children attend schools with low capacities to educate or inspire
learning, and live in a family with no working adult. They are more
likely to give birth out of wedlock, and—by their own testimony—find
traditional norms involving hard work, creativity, diligence, organiza-
tion, stability, and loyalty to be unrewarding. And, to make matters
worse, all of these correlates of living in a poor family are substantially
higher if the children are African-American or Hispanic.

THE CHANGING STATUS OF AMERICA’S CHILDREN

While the snapshot that this discussion offers is a dismal one, it tells
only part of the story. Indeed, a quick tour of the changing landscape
of the status of American children is found in the section headings for
a lead chapter of the report of the National Commission on Children:

* More Children Living in Single-Parent Families
¢ More Children with Parents in the Workforce
* More Children Living in Poverty
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The fact is that in a wide variety of dimensions—economic, educa-
tional, health, nurturing, and behavior—the situation of America’s chil-
dren has deteriorated over time, as have their future prospects.

Over the past 25 years, major changes in both economic and social
arrangements have occurred that have fundamentally altered the envi-
ronment in which children grow up and are nurtured. Table 1.1 provides
an overview of a number of these changes. Browsing through these
numbers is probably the best way to get a picture of the changing status
of the nation’s children; our discussion will highlight a few of the most
salient patterns.*

The children who are born and raised in this country today differ on
a variety of demographic indicators from those in earlier decades. First,
children have become a smaller proportion of the population—in 1960
children under 15 comprised 31 percent of our total population. By
1989, they made up just under 22 percent of our population. The impli-
cation of this change for today’s children is substantial: when they reach
working age there will be relatively few of them available to support the
nonworking elderly and tomorrow’s children. Children are increasingly
nonwhite: in 1960, 86 percent of children under 18 years of age were
white; by 1990 this had dropped to 80 percent.

The pattern of family living arrangements has been radically changed
by rapid increases in both the proportion of births to nonmarried moth-
ers and the rate of marital dissolution. Both of these factors underlie the
increase in the prevalence of children who live in mother-only fami-
lies—from 8 percent of children under 18 in 1960 to 22 percent in 1990.
The near doubling of the percentage of children with mothers who
work—to over 60 percent today—has resulted in a steady decrease in
the amount of parental time to which children have access. Whereas in
1965 the average child spent about 30 hours per week interacting with
a parent, by the late 1980s this figure had dropped to about 17 hours.>

The rising rate of marital dissolution—an increase of more than 30
percent from 1970 to 1990—has also increased the extent to which chil-
dren are exposed to the stress that inevitably accompanies marital
breakup and remarriage. While less than 20 percent of American chil-
dren experienced family breakup in the 1960s, and 10 percent were born
to single mothers, these incidence rates increased to 30 percent and 27
percent, respectively, by the late 1980s. These rates are far higher
among African-American and Hispanic families. More than 20 percent
of African-American children were born to unmarried mothers in 1960;
by the late 1980s, the percentage had increased to more than 60.



TABLE 1.1 Trends in Factors Influencing Children’s Well-Being

African-
Changing Factors Total White American
Demographics
Percentage of population
under 152
1960 31.1 30.3 37.7
1970 28.4 27.6 35.4
1989 21.7 20.7 27.2
Percentage of births to
unwed mothers®
1960 5.3 2.3 21.6
1970 10.7 5.7 37.6
1987 24.5 16.7 62.2
Percentage of births to
mothers with less than 12
years of education
1970 30.8 27.0 51.0
1987 20.2 17.3 31.3
Average number of children
per family with children®
1970 3.58 3.52 4.13
1980 3.29 3.23 3.67
1988 3.16 3.11 3.43
Parental Time
Percentage of children living
with 2 parents®
1960 87.7 90.9 67.0
1970 85.2 89.5 58.5
1988 72.7 78.9 38.6
Percentage of children under
18 living with never-married
mothers
1970 0.8 0.3 5.4
1990 7.6 3.7 28.3
Rate of divorce per 1000
children under age 182
1970 12.5
1987 16.3



TABLE 1.1 (continued)

African-
Changing Factors Total White American
Percentage of children under age
18 with mothers in labor force®
1970 39.2
1987 61.7
Percentage of children under age 6 with
mothers in labor force
1970 29
1987 51
Health Factors
Mortality rate for children aged 1-4/
100,000°
1960 109 95 191
1970 85 75 140
1987 52 49 68
Suicide rate 15—19-year-olds/
100,000
1970 5.9 9.47% 4.7%
1980 8.5 15.07 567
1988 11.3 19.61 9.7t
Percentage of children aged 1-4
vaccinated against polio (measles)®
1965 74 (33)
1970 77 (57) 81 (60) 63 (42)*
1985 55 (61) 59 (64) 40 (49)*
Percentage of children in MSA central
cities vaccinated against poliof
1970 61
1985 47
Percentage of children in MSA central
cities vaccinated against measles®
1970 55.2
1985 55.5
Percentage of children under age 15
without health insurance
1980 12.8
1989 15.9



African-

Changing Factors Total White American
Percentage of young adults (18-25)
who ever used cocaine?
1974 52.7
1988 56.4
Percentage of young adults (18-25)
who ever used heroin®
1974 4.5
1988 0.4
Percentage of 12—17-year-olds who
ever used alcohol®
1974 54.0
1988 50.2
Reported child maltreatment/
10,000 children®
1976 101
1980 181
1986 328
Income and Poverty
Percentage of children under age 19
below the poverty line®
1959 26.1 18.8 63.3
1969 15.6 10.4 41.1
1979 17.1 11.7 36.1
1990 20.6 15.9 44.8
Average cash family income, families
with children, lowest quintile,
1989 $¢
1973 $10,529
1989 7,714
Welfare Generosity
Percentage of children under 18 who
are AFDC recipients®©
1970 8.8
1990 11.9
AFDC child recipients as a percentage
of children in poverty©
1970 58.5
1990 59.9



TABLE 1.1 (continued)

African-
Changing Factors Total White American
Average AFDC and Food Stamp bene-
fits for mother plus 2 children with
no earnings® 1990 $
1972 10,586
1991 7,777
Average AFDC and Food Stamp bene-
fits as % of poverty line!
1982 71.1
1991 67.1
Geographic Moves
Percentage of population age 7 who
moved during one year®
1966—-1983 19.5
1982-1983 19.3
Percentage of population aged 5 or
older that changed residences
(percentage long distance)®
1955-1960 50 (37)
1975-1980 46 (46)
1987-19882 17 (7
School Performance
National Assessment of Education
Progress Test Scores (NAEPT),
reading, 9-yr.-olds?
1979-1980 215 221 189
1987-1988 212 218 189
NAEPT, math, 9-yr.-olds?®
1979-1980 219 224 192
1987-1988 222 227 202
Percentage of 18—21-yr.-olds who are
high-school dropouts?®
1970 16.4 14.3 30.5
1980 15.8 14.7 23.0
1989 15.0 14.6 17.4
Average SAT scores, verbal™*
1960 477
1970 466
1980 424
1991 422



African-
Changing Factors Total White American

Average SAT scores, math?<

1960 498
1970 488
1980 466
1991 474

NOTES: Following are the page numbers in each footnoted source where the information can be
found: U.S. Bureau of the Census: population under 15, p. 13; families with children, p. 51;
divorce rate, p. 88; suicide rate, p. 126; alcohol/cocaine/heroin use, p. 121; child maltreatment, p-
182; moves, p. 19; NAEPT scores, p. 155; dropouts, p. 156. Bianchi: births to unwed mothers,
p- 9; children living with two parents, p. 10; children under 18 with mother in labor force, p. 17;
child mortality rate, p. 34. U.S. House of Representatives: children living with never-married
mothers, pp. 1080-1083; cash family income, p. 1371; AFDC child recipients, p. 663; AFDC,
Food Stamp benefits, p. 1190; SAT scores, p. 1073. Children’s Defense Fund: mothers in labor
force, p. 39. Wolfe: vaccinations, p. 53; children below poverty line, p. 45. National Center for
Health Statistics: vaccinations, p. 107; children without insurance, p. 291. The Annie E. Casey
Foundation: benefits as a percentage of poverty line, p. 18. Long: percent move, pp. 299-304;
distance, p. 51.

* Nonwhite.
tMales only.

2U.8S. Bureau of the Census (1991).
bBianchi (1990).

€U.S. House of Representatives (1992).
dAnnie E. Casey Foundation (1992).

¢Wolfe (1991a).

fNational Center for Health Statistics (1991).
2Long (1988).

R Fuchs and Reklis (1992), p. 42.

Not all such demographic factors affecting children have deteriorated,
however. On average, today’s parents are better educated than those of
any previous cohort. Over 30 percent of children born in 1970 had
mothers with less than a high-school education; by 1990 this percentage
had declined to less than 20. As of 1970, 61 percent of the parents of
elementary-school children had completed high school; by 1990, nearly
three-quarters of elementary school children had parents who had com-
pleted high school.® Although there is no assurance that more-educated
parents are better parents, there is substantial evidence—and a common
presumption—that parents with more education are better equipped to
make choices that enhance the quality of their children’s lives than are
parents with less education.
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Similarly, average family sizes have decreased over the past quarter
century. The birthrate of women aged 15-44 (number of births per
1000) declined from 123 to 68 from the mid-1950s to mid-1980s, and
has held about steady since then. As a result, the average child has
fewer siblings today than in earlier decades, and less competition for
parental attention and resources. This decline in the average number of
children per family with children has been greater among African-Amer-
ican families than white families, although the average number of chil-
dren per family remains higher for the former group.

While there has been little increase in geographic mobility in the
United States, the movement of American families is substantial. Nearly
half of the U.S. population changed residence at least once during a 5-
year period during the years from 1960 to 1980.7 However, a larger
percentage of moves are now likely to be longer distance moves than in
the earlier 5-year period; in 1955-1960, 63 percent of all residential
moves were within the same county. As of 1975-1980, only 54 percent
of all moves were within the same county.® The children growing up
in these mobile families experience the stress of adjusting to the new
surroundings—peers, schools, and neighborhoods—that accompany
changes in geographic location. Some of the moves within a county
may not involve changes in friends, school, or neighborhood, but the
longer distance moves surely include changes in all of these.

There have also been important changes in both the income available
to children, and in the source of that income. Labor markets did not
prosper during the 1970s and 1980s, especially for low- and middle-
earnings individuals. Indeed, the median real earnings of all males who
worked full-time, full-year actually declined by about 5 percent from
1973 (the beginning of the slide) to 1986. For younger workers and
those with a high-school education or less, the drop in earnings is even
greater. Real average earnings of full-time male workers with only a
high-school education declined 16 percent from 1973 to 1986 among
men 25-34, and 7 percent among men 35-44.° Moreover, the income
gap among American families has widened substantially over the past
decade or two. While the median income of families with children in
the top 20 percent of the population increased by nearly 10 percent from
1979 to 1990, that for the bottom quintile of families decreased by more
than 13 percent.

For a time during the 1960s and 1970s, public income support pro-
grams contributed substantially to the maintenance of family incomes.
Benefit levels rose in real terms, from a four-person family average of
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nearly $8500 in 1960 (in 1990 dollars) to over $11,000 in 1972. More-
over, the coverage of these programs was extended, and an increasing
proportion of low-income families received some form of income sup-
port. These programs moved an increasing share of earnings-poor fami-
lies over the poverty line from the mid-1960s until the end of the 1970s.
As the earnings of American workers sagged during the mid-1970s, pro-
gram benefit levels were also decreased; by 1991, average benefits
available to a mother and two children had fallen to $7777, down from
about $10,600 in 1972. In addition, eligibility criteria became tighter,
and the receipt of cash income support became tied to requirements
for work and/or training. The effectiveness of these government pro-
grams in moving working-age earnings-poor families out of poverty fell
significantly beginning in the late 1970s.!® This was the era of re-
trenchment. !}

As a result of these labor-market developments and public-policy
measures, poverty rates for children-—and for families with children—
have risen substantially.'?> From 1974 to 1990, the child poverty rate
rose from 15.4 percent to about 21 percent.'* During the Reagan era
period, the rate averaged 20.9 percent—4.7 percentage points higher
than during the 1970s period.!* And the average cash income of the
lowest 20 percent of families with children dropped significantly—from
about $10,000 in 1973 to less than $8000 in 1989 (in 1990 dollars).

Along with the increase in child poverty has come a decline in child
health and in the access of children to health-care services. During the
first part of the 1980s, the percentage of children without health-care
coverage increased from about 13 percent to 16 percent.!> Similarly,
the percentage of children vaccinated against rubella, DPT (diptheria-
pertussis-tetanus), polio, or mumps is lower today than it was during
the late 1970s or early 1980s. For measles, the rate of immunization has
increased, but it is still just 61 percent for children aged 1-4. Within the
central cities of major urban areas the rate of immunization is far lower,
and even for measles has hardly increased since 1970. For example,
less than 50 percent of children aged 1-4 have been vaccinated for polio
in central cities.

Because a far smaller proportion of low-wage intermittent jobs pro-
vide health insurance as a fringe benefit than do high-wage jobs, the
relative shift in employment toward lower-wage, often service-sector,
jobs has led to an increasing fraction of low-wage workers without
health insurance. The reduction in employer-based health coverage in
response to rapidly rising health-care costs has also contributed to the
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growth in numbers of families with children who have to provide for
their own health-care coverage or do without.'®

These, then, represent a few of the important changes over the last
quarter century in a variety of the most important elements that form
the environment in which children grow up. However, they are not the
only ones.

The quality of the schools that children attend (and their racial and
economic diversity),!” the levels of crime and dependency in their
neighborhoods, the presence of positive and negative role models (e.g.,
siblings or parents who have been jailed, or who have given birth out
of wedlock),'® and the access by children to community services and
facilities (e.g., nutritional, recreational, family planning, and health ser-
vices)!? are additional attributes of the environment that are likely to
affect the attainments of children when they become young adults. Like
most of the other changes we have discussed, these changes in chil-
dren’s environments have generally been negative.

WHY HAS THE STATUS OF AMERICA’S CHILDREN
DETERIORATED?

No one really knows just why this unfortunate state of affairs has devel-
oped, although a number of contributing factors are generally agreed
upon. There is no way that the changing structure of the U.S. labor
market can escape some blame. As noted above, real wages have stag-
nated in the United States since the early 1970s, and have fallen for
young workers—those who are most likely to be parents of young chil-
dren—and those with little or poor education. This erosion at the lower
end of the economic spectrum has combined with rapid growth at the
top to create large gaps between children growing up in America’s well-
to-do and poor families.

But saying this only pushes the inquiry back one step. Why has wage
growth stagnated, and why have the earnings gaps between America’s
top and bottom workers grown so rapidly? Numerous speculations—
ranging from changing labor-force demographics, to deteriorating skills
and education, to low rates of capital investment, to the loss of interna-
tional competitive position, to changes in the organization of the Ameri-
can workplace—have been offered, but in fact no one has yet fully
sorted out the matter.°

While this male-earnings stagnation and deterioration at the lower
end might have been expected to lead to more work by spouses and
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mothers in order to make ends meet, not much of this response seems
to have occurred. Spouses of low-earnings males do not appear to have
increased their work effort very much as their husbands’ earnings have
sagged. The limited availability of jobs considered to be ‘‘worthy’”’—
meaning jobs with prospects for advancement and paying above the
minimum—has probably accounted for this.

These eroded earnings opportunities have, in all likelihood, encour-
aged a rise in joblessness and income-generating activities that are ille-
gal (or almost so) for low-education males with few skills. Perhaps this
stagnation and alienation from normal work have also contributed to the
increase in the number of marital dissolutions and the willingness of
teenage girls to give birth out of wedlock. These changes appear to have
combined with—and contributed to—a quite new set of social norms
concerning sexual activity, spousal loyalty, family stability, and inde-
pendence and community, and have made traditional institutions such
as church, school, neighborhood, grandparents, family, and authority
less important in setting standards for behavior and attainment.

WHAT DOES THE DECLINE IN CHILDREN’S STATUS IMPLY?

These changes in the structure and performance of American workers,
families, neighborhoods, and schools do not bode well for the future
success and attainments of today’s children—the next generation of
adults. This is especially so for those growing up in poor and otherwise
dysfunctional families and neighborhoods. Without some alteration in
economic, family, or neighborhood arrangements, or some compensat-
ing changes in parental choices and values, the performance of the next
generation of America’s parents—today’s teenagers—is unlikely to be
better than that of today’s parents. Given the rising disparities among
today’s children in a myriad of dimensions, we are not likely to see
reduced gaps in income and well-being among tomorrow’s young fam-
ilies.

These changes in the status of today’s children also raise a large
variety of questions regarding what goes into making successful chil-
dren. Does the breakup of a family—or the incarceration or unemploy-
ment of a parent, or the need for the family to go on welfare, or the
reduction in parental child-care time—adversely affect a child’s aspira-
tions, motivations, and attainments? Does the absence of a worker in
the family—or below-poverty income, or a neighborhood populated by
young high-school dropouts—influence the chances that the child will
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succeed in life? Does the fact that a mother has children out of wedlock
make it more likely that the daughter will also give birth out of wed-
lock? If a parent is poorly educated, and poorly employed, is it more
likely that the children in the family will drop out of school, or end up
with a poor—or no—job?

As with the causes for the deteriorating status of America’s children,
no one has very good answers to these questions. Intuition and common
sense take one part of the way. Surely family instability, parental job-
lessness, and poverty—and their correlates—are unlikely to work to the
advantage of children. But the important issue is a quantitative one. Just
how much damage are these family-based circumstances or events likely
to do to children? Which factors are most likely to hold down children’s
possibilities in life?

Conversely, of the spectrum of parental decisions affecting chil-
dren—parental investments in children—which ones are likely to have
the greatest impact on the ultimate success and quality of children? And,
of those factors that appear likely to have a positive effect on children’s
attainments, which seem most amenable to change through public poli-
cies? It is in order to provide some clues to those who want answers to
these questions that we have undertaken the research reported in this
book.

CAN THE CHANCES FOR CHILDREN’S SUCCESS BE IMPROVED?

In the following chapters, we report our research on the structure and
performance of American families and neighborhoods—the nests in
which children are nurtured—and the effects of this structure on chil-
dren’s success.

Our primary purpose is to understand how important decisions made
by—and circumstances that characterize—parents and families contrib-
ute to the attainments of their children. Do parental decisions to com-
plete school, to work, to earn, to move, increase the chance that their
children will be economically successful when they grow up? Does the
decision of parents to separate and divorce—or to marry or remarry or
to give birth out of wedlock—have an effect on the later educational,
reproductive, or economic activities of their children? If parents have
earned a high-school diploma or a college degree, are their children
more likely to complete high school or become a college graduate? Are
the children of higher-income or more-educated parents more likely to
be economically active when they become young adults than the chil-
dren of poorer parents or those with less education?
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Viewed one way, then, our study attempts to both define and measure
the linkages between parental decisions and circumstances—decisions
and circumstances that can be thought of as ‘‘investments’’ in their chil-
dren—and the later achievements of their children. The notion here is
akin to what economists call a ‘‘production function’’—families and
neighborhoods are viewed as a production facility, and children and
their ‘‘quality’’ as the product of the facility. Decisions made affecting
the circumstances and activities of families and neighborhood are seen
as determining the outcomes—the ultimate success and attainments—of
their children.

Alternatively, our study can be viewed as an effort to measure the
strength and character of mobility in the United States. To what extent
do the characteristics of the families in which children grow up—their
income, the education and occupation of the parents, their social class—
determine their attainments when they grow up? Is a child who grows
up in a family whose parents have low education or low income, or
who are welfare recipients or residents of ghetto neighborhoods, or not
married, destined to be in a lower economic and social class when he
or she grows up? Or do these family circumstances have only a small
effect on the ability of children to escape to a higher rung on the suc-
cess ladder?

In attempting to provide a quantitative answer to these questions, we
adopt a framework in which investments are made in children by society
as a whole (primarily, by government), by parents, and by the children
themselves. Society invests in children by providing schools, libraries,
safety, and recreation opportunities, subject to other spending options
that exist and to the government budget. Parents observe this social
investment, and make their own decisions and choices affecting chil-
dren. These choices, like those of society, are constrained by a variety
of factors. The income-generating opportunities of parents are limited,
as is their time.

Finally, children themselves, once they reach the age of discretion,
make choices regarding education, work, childbearing, and welfare re-
ceipt. Like their society and parents, children’s choices are influenced
by a variety of constraints and incentives. These include the circum-
stances, decisions, and values of their parents; the characteristics of the
neighborhood(s) in which they grow up; and the economic opportunities
available to them.

Viewed in this way, ours is an intergenerational approach: we high-
light the effects that one generation’s economic resources and decisions
have on the next generation—their children.
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THE STRUCTURE OF THE BOOK

Following this introductory chapter, we discuss in Chapter 2 the factors
that are likely to affect the chances that children will be economically
successful in the United States. Of the long list of potential determinants
of success, we identify a manageable set around which we organize our
thinking and our research.

Although our framework is an economic one, we incorporate the in-
sights and perspectives of other social-science disciplines as well. As
suggested above, we characterize several of the choices that affect chil-
dren, whether made by society (government) or families, as investments
in children. Given these choices and the circumstances they create, chil-
dren themselves make decisions that influence their own attainments
and success.

We adopt a sequential view of the world in this theoretical discus-
sion, considering social or governmental decisions involving children
first, followed by parental choices and the choices made by children.
After noting the wide variety of public-policy issues that are raised by
our investment-in-children perspective, we identify the research ap-
proach that we follow in the book.

In Chapter 3, we nest our own research in the large body of studies
by economists, sociologists, and developmental psychologists on the de-
terminants of childrens’ success. This is a long chapter, reflecting the
enormous body of prior research on which our own work rests. We
organize our discussion by first identifying the primary perspectives—
often disciplinary ones—that have guided earlier research, and briefly
compare these with our own. Then we summarize the primary findings
in this literature, moving from studies of the determinants of educa-
tional, occupational, and income outcomes to those involving welfare
recipiency, childbearing (especially nonmarital births), and marital sta-
bility. We conclude with our summary of what it is we have learned
from all of this research.

In Chapter 4, we begin the task of exploring our data (described in
Appendix A) and of sorting out the relationships that are implicit in
them. We first present a series of cross-tabulations that describe the
character of the choices that the children from our data set have made
as young adults: choices involving education, nonmarital childbearing
and welfare receipt (for the young women), and economic inactivity.
These decisions or outcomes are then crudely related to some important
characteristics of their families and neighborhoods when they were chil-
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dren. Following this, the same relationships are described more com-
pletely through both simple and multiple regression estimates. Our pur-
pose here is to show the primary relationships that our data reveal
without attempting to account for potential simultaneity and other sub-
tleties with which only more complex models can effectively deal.

Chapters 5, 6, and 7 present the results of our most full-blown mod-
eling efforts. These three chapters explore the relationships between a
variety of family and neighborhood characteristics and the choices made
by the children when they are young adults in the areas of schooling
(Chapter 5), reproduction (Chapter 6), welfare receipt (Chapter 6), and
economic inactivity (Chapter 7). In each chapter we first present the
results of our simple base-case estimates revealed in Chapter 4. We then
expand our modeling efforts to: (1) include a rich set of family back-
ground, family behavior, and neighborhood characteristics; (2) account
for a variety of choices that may be interdependent or simultaneous; and
(3) explore the sequential nature of some of the choices made.

Over the course of our research, we have tested a variety of models
and specifications. Here we report those estimates that meet the dual
criterion of being robust over a variety of models and fitting the data
most consistently. In addition to reporting the parameter estimates from
the models, we have also prepared a series of simulations that reveal
how the values of the outcome variables (e.g., years of completed
schooling) change in response to changes in the values of the family
and neighborhood variables.

Finally, Chapter 8 pulls together the results of our review of past
research and summarizes our own findings. It also draws out the policy
implications of our research.

Appendix A is a detailed description of the data that we use in our
empirical estimation. Our data set is a complicated one, involving 21
years of detailed longitudinal information on each of about 1700 chil-
dren. For each child, the data include information describing both the
economic and demographic characteristics of his or her family and
neighborhood during childhood years, and a variety of indicators of the
choices made during young adulthood. All of these children were from
21- to 26-years-old in 1988, the final year that we observe them for
purposes of this study.

We first describe the principal background and independent variables
describing the circumstances during childhood for each of the children,
and present some basic statistics on each variable. Following this, simi-
lar information is presented on the outcome or success variables re-
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flecting the choices that the children have made when young adults. It
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is these variables whose values we seek to understand, if not explain.

Finally, we discuss one of the most troublesome of the problems with
any longitudinal data set, including ours—the issue of attrition from

the

sample.
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See Bumpass and Sweet (1989). According to Levitan, Mangum, and
Pines (1989), 90 percent of all African-American children will spend some
time in a single-parent household.

See Haveman and Buron (1993).

Another source of information characterizing the changing status of Amer-
ica’s children is the special Appendix G in the 1992 Green Book (U.S.
House of Representatives, 1992).

. These data are from a time diary study by John Robinson, a sociologist

from the University of Maryland, cited in Mattox (1991) and Galston
(1993). Mattox also cites a 1990 Los Angeles Times poll that reported that
over 55 percent of fathers and mothers feel guilty about spending too little
time with their children.

Among African-American children, the increase over this period in the
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percentage of parents with a high-school education was even more dra-
matic: from 36 to nearly 70 percent (National Commission on Children,
1991, p. 32).

. In particular, 47.1 percent of families moved in the 1965-1970 period and

46.4 percent moved in the 1975-1980 period. See Long (1988), p. 51.

. The 9 percentage point increase in longer distance moves includes moves

between counties but within a state (up from 17 to 21 percent of all moves
over this period), moves between states (up from 18 to 20 percent), and
moves from abroad (up from 2 to 4 percent). See Long (1988), Table 2.6.

The drop was even greater if we look at all men with at least one dollar of
earnings: for such men, 25-34, with a high-school diploma, the decline
was 20 percent over the years 1973—-1986. The same age males with a
college degree had their income increase—by 3 percent over this same
period. See Levy and Michel (1991) pp. 19-22. See also Haveman (1989),
Levy and Murnane (1991), Levy and Murnane (1992), Acs and Danziger
(1993), and Haveman and Wolfe (1990).

The 1991 Green Book (U.S. House of Representatives, 1991, Table 3,
Appendix L) provides a comparison of federal programs targeted on chil-
dren in 1978 and 1987. In constant dollars, the value of all programs de-
creased by 4 percent (from $50.7 to $48.9 billion). This includes a de-
crease in income support programs of 10 percent (from $20.6 to $18.6
billion), an increase in nutrition programs of 11 percent (from $13.1 to
$14.5 billion), an increase in health programs of 10 percent (from $3.4 to
$3.75 billion), a decrease in educational programs of 8 percent (from $7.6
to $7 billion), and a 44 percent drop in training and employment programs
(from $3.0 to $1.65 billion). This decrease occurred during a period in
which pre-tax and pre-transfer incomes of families with children were de-
clining on average—and poverty rates were increasing.

The changing impact of public income support programs in removing chil-
dren from poverty is reviewed in Danziger (1990).

The poverty rate is the percentage of families (or children in families) with
cash income below the poverty line corresponding to the size of the family.
The poverty line is an official U.S. government definition that is based on
an absolute measure of poverty. For a 2- (3-), (4-), (5-) person family in
1992, the poverty lines were $9212, ($11,280), ($14,463), ($17,097), re-
spectively.

U.S. House of Representatives (1992), p. 1167.

Adjusting for food stamps and housing benefits reduces the poverty rate.
Duncan and Rodgers (1991) calculate that the poverty rate for African-
American children in 1986 would decline from 43.1 to about 37 percent
using these two adjustments.

The recent changes in mandated Medicaid coverage will, over time, in-
crease the health-insurance coverage of children. The Omnibus Budget
Reconciliation Act of 1990 requires that states provide coverage to all chil-
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dren under 19 years of age, born after September 30, 1983, who live in
families with income below 100 percent of the federal poverty line. The
provision went into effect July 1, 1991.

See Wolfe (1991a). Among those employers that do pay for insurance,
only one-third now pay for full dependent coverage, compared with 40
percent a decade ago (National Commission on Children, 1991, p. 136).

See Mayer (1991) for estimates of the impact of school racial and socio-
economic mix on rates of high-school noncompletion.

See Case and Katz (1991), who report on the effects of role models on the
behavior of a sample of inner-city youth in Boston.

See Lundberg and Plotnick (1990b).
See Levy and Murnane (1992).
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Toward Understanding
the Determinants
of Children’s Success

Young adults are a relatively little-studied group in contemporary Amer-
ican society. Yet, in a very real sense, they are a pivotally important
group. The status and attainments that are observed in young adult-
hood—say, from ages 18—26—are likely to be a good predictor of the
remainder of life’s trajectory. Clearly the prospects for the jobless high-
school dropout are quite different than those for the college graduate
with an engineering degree.

While many of today’s youths succeed brilliantly in a variety of life’s
dimensions—economic, social, and personal—others fail miserably. We
read most often about the failures: high-school dropouts, the jobless
(especially among minorities), those in jail, teenage unmarried mothers,
welfare recipients, and those confined to low-wage jobs with few career
opportunities. To be sure, we also read about the successes: the yuppies
who have made it in the fast lane of the business world, the young
happily married couples with children who own their first home in a
middle-class neighborhood, and the college graduate who is working for
his master’s degree in management.

Although no one has documented it, it seems likely that economic
and social inequality among youths is greater than that of any other age
group. In no other age group does one find the contrasts of joblessness
and high earnings, single welfare mothers with multiple children and
unmarried professionals, burger flippers, and fast-track careers. More-
over, though again unmeasured, the increases in social and economic
inequality would seem to be larger for this age group than for others.
22
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As indicated in Chapter 1, this book is about success and failure
among older children and young adults. It is premised on a basic propo-
sition, namely:

The resources and opportunities that social and parental decisions have
made available to children, together with the choices that they make
given these resources and opportunities, strongly influence the success
that these children achieve when they reach young adulthood.

Because most of these resources and opportunities are conveyed by
the family circumstances in which children grow up, the family-based
events that they have experienced in childhood, and the characteristics
of the neighborhoods in which they have gone to school and sought
peers, we focus on these family and neighborhood traits. In short, our
task is to measure as accurately as we can the effect of investments in
children (especially family-based investments), and of children’s own
choices, on their performance and attainments when they become
young adults.

A moment’s thought will reveal how difficult a task this is. While
few people doubt that family environment and resources have an im-
portant effect on children and their ultimate success, sorting out the
influences of parental choices and family circumstances from all of the
other factors that influence children’s success is difficult. Schools, indi-
vidual teachers, neighborhood environment, the nature of the labor mar-
ket in one’s area, and especially personal characteristics (such as moti-
vation, ability, drive, and physical appearance) also play an important
role. Indeed, these factors are often intricately intertwined with the na-
ture of parental choices and family circumstances. To make things even
more complicated, we hope to establish some presumption of causal-
ity—that, say, growing up in a poor family causes poor performance—
in addition to sorting out independent linkages. This is a far more de-
manding task than simply observing a statistical relationship.

This chapter sets the stage for the research results that are found in
the book. We begin with a discussion of the factors that are likely to
account for the successes and failures that young people experience.
Although some of these factors cannot be changed in the short run by
either individuals or governments—for example, the incentives that
young people encounter for working or going to school, or their inherent
ability and motivation—others can. We distinguish among choices that
can be made by governments, by the parents of children, and by the
children themselves.
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We follow this discussion with a general description of the research
approach that we follow in the study. We briefly describe our data (leav-
ing a more detailed description for Appendix A), the success or failure
outcomes on which we focus, the key family and neighborhood vari-
ables that are related to these outcomes, and the statistical methods that
we employ. We conclude by indicating the sort of statements that we
hope to make on the basis of our research.

WHAT DETERMINES SUCCESS FOR YOUNG ADULTS?

Without a great deal of thought, any person can suggest several candi-
dates for inclusion in a list of potential determinants of children’s ‘‘suc-
cess,’’ irrespective of how success is defined. The list assembled from
the suggestions of, say, a dozen people would be a long one, longer
than any researcher would know what to do with. We have done this
experiment, and here is a selection of the suggestions we received:

¢ individual ability or ‘‘brainpower’’

¢ motivation or ‘‘drive’’

e personality

* appearance

* education level and quality

« existence of a special teacher or role model
* race

¢ ethnic background

¢ the education of the parents

e the number of parents in the family

* the economic resources of parents

* parental ‘‘connections’’

* nurturing received when a child

* aspirations of and examples set by parents
e attitudes of friends and peers

¢ the state of the economy

* the availability of schooling subsidies or other public programs
* the region of the country in which one lives

° nluck”
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There is nothing particularly subtle about this list, and nearly everyone
believes that everything on it belongs there. Indeed, social scientists—
economists, sociologists, and developmental psychologists—who have
studied children’s behavior and their attainments suggest adding a num-
ber of items to the list. These include the following:

¢ the number of siblings

¢ whether or not the child was the first born in a family

* stresses encountered while the child is growing up

* neighborhood characteristics, such as welfare recipiency or joblessness
* sociopsychological characteristics (e.g., self-esteem) of parents

¢ whether or not parents are foreign born

¢ the source of parental income (e.g., earnings or welfare)

¢ the quantity of books and reading materials in the home

* parental oversight and monitoring

* religiosity of family

 generosity of public welfare benefits and social services

Just as with the first list, all of these factors seem reasonable, and
should be included in any full listing.

The problem, of course, is that one easily becomes baffled and con-
fused when confronted by such a laundry list. Many of the items on
these lists are interrelated with other items. For example, having parents
with little education probably means having parents with few economic
resources. Growing up in a one-parent family probably means having
more than the typical share of stressful experiences while a child, and
having less nurturing and contact with parents. Little progress can be
made unless the independent effects of these various factors can be iden-
tified and sorted out.

Another problem is that one never knows all of the things about a
young adult that might be relevant in determining his or her success.
Available data sets are limited in the information that they convey, and
collecting information that is rich in all of these dimensions is prohibi-
tively expensive. As a result, researchers have to work with the data
that they have available.

A third problem is that laundry lists such as these give one no anchor,
no starting point for organizing research. Providing such a base is the
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role of theory, and in the case of children’s success there is no dearth
of theories from which we can draw in beginning our investigation.'

A Theoretical Framework: Choices and Investments

To assist in thinking about the determinants of children’s success, we
have adopted an ‘‘investment-in-children’’ framework. While some will
argue that the question of children’s attainments is demeaned by casting
it into this sort of mold, we disagree. Indeed, as we suggest below, in
our view the success of a child is determined by three primary factors:
the choices made by the society, primarily the government, regarding
the opportunities available to children and their parents (the ‘‘social in-
vestment in children’’); the choices made by the parents regarding the
resources to which their children will have access (the ‘‘parental invest-
ment in children’’); and the choices that the child makes given the in-
vestments in and opportunities available to him or her.

Several things should be emphasized about this view of the determi-
nants of children’s success. First, we have adopted a view of the world
that emphasizes the effects of choices that are made. Governments, par-
ents, and children all have their interests, and they make choices that
best serve these interests given their resources and the limitations (or
constraints) that they face. The attainments of children are viewed as
the outcome of this set of choices, together with the inherent talents of
the child.

In this sense, then, our framework has a deterministic flavor. If we
could identify the various choices that have been made as they pertain
to any particular child—or better yet the determinants of these choices—
and if we knew about the basic abilities and motivations of the child,
we could make a pretty good prediction of how successful that child
would be. While “‘luck’” would clearly play a role, with good informa-
tion on these choices and children’s innate talents, we believe that pre-
dictions of how children would fare as young adults would be reason-
ably accurate.

Second, the choices made by the first two actors in this process—
society (or government) and parents—relate to investments made on be-
half of children by some other party. Consider first, government. Given
the wide variety of other demands that it faces, to what extent does
society make provision for the nurturing and development of children
by devoting resources to schooling, preschool child care, family income
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support, controlling crime and drugs, ensuring employment opportuni-
ties for parents, and so on? For parents, choices are at stake as well.
How do they allocate their income and other resources among the vari-
ous things that give them satisfaction, including their children? How do
investments in children stack up against all of the other expenditures
that families might make?

Third, while the choices made by government and parents contribute
to a child’s success, the choices made by the child are also relevant.
And, as with government and parents, children are viewed as making
decisions in order to maximize their well-being (as they see it), given
the resources available to them and their opportunities. To the extent
that those choices also contribute to the ultimate attainments of the
child, they can be viewed as investments by children in themselves.?

Fourth, this way of characterizing the problem suggests a sequential
view of the world. Society (government) is viewed as acting first, mak-
ing some direct investments in children, but more importantly setting
the economic environment in which the parents of children operate.
Given this environment, parents choose how much to work and earn
(given their talents), and how much time to spend with their children,
and then, given their resources, they decide how much to devote to their
children. They also make decisions about family structure and location
that serve their own interests, but that also have an impact on their
children.

Finally, given their own talents, the resources that have been invested
in them, and the incentives that they confront, children make choices
about their education, their childbearing and their family structure, and
their work effort. It is the outcomes of these choices, along with a good
dose of luck, that we observe, and we assess the extent to which chil-
dren succeed or fail on the basis of these outcomes.

While this economic framework could be a limiting one, we have
broadened it to avoid the blinders that a particular discipline’s perspec-
tive might create. To begin with, we adopt a very inclusive definition
of resources to which a child has access. While we treat the financial
resources available to children as contributing to their success, we also
view the time, nurturing, and stability resources that parents allocate to
children to be investments in them. Similarly, any action by government
that creates an environment in which children will prosper and succeed
is viewed as a public investment in children.

Most importantly, we attend carefully to the contributions that social
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scientists who are not economists have made to understanding children’s
success. Our framework is richly leavened by the insights of sociolo-
gists and developmental psychologists.

Social (Governmental) Choices and Children’s Success

Government Objectives, Options, and Constraints. In our frame-
work, it is society—or government, as its agent—that sets the basic
environment within which families and children make their choices. In
this view, government is a decision maker with access to a wide variety
of policy instruments: taxing, spending, and regulatory policies; judicial
pronouncements; moral suasion; and leadership by example. The use of
any of these instruments will affect citizens in a wide variety of ways.
Any action will benefit some citizens while hurting others. On balance,
one would hope that the benefits that are conveyed by governmental
decisions outweigh the harm.

It is the job of government to reflect the collective tastes of its citi-
zens in making decisions. Government must weigh each of the options
available within each of the categories of instruments, and choose that
set which increases to the greatest extent possible the collective well-
being of its citizens, somehow defined. Of course, any possible decision
that government might make has costs associated with it. Spending
more on school construction, although benefiting children (and teach-
ers), requires that either taxes be raised or public debt be issued. In
either case, some group of citizens is forced to bear costs to support the
additional resources to be devoted to education.

Viewed in this way, then, government as the agent of society has an
objective (to maximize the collective well-being, somehow defined) and
has instruments available to accomplish this objective, but it is con-
strained in a variety of ways in making decisions to accomplish its ob-
jective. Indeed, the decisions made by society through government face
both economic and political constraints.

We have already mentioned the budgetary constraints facing govern-
ment. Any action taken requires that some of society’s resources be
diverted from some activity in which they were being used to another
activity, that implied by the policy. Such resource diversion entails
costs, and these costs are reflected in the structure of goods and services
prices that government faces when it takes action. These prices, then,
are one of the constraints that government faces.

Another set of constraints faced by government are political con-
straints, especially in a democratic system. For example, building a



DETERMINANTS OF CHILDREN'S SUCCESS 29

highway will satisfy the road user/road builder constituency, and these
interests will make political decision makers aware of these gains in the
best way they know how. Conversely, environmentalists, taxpayers, and
a variety of other people adversely affected by the decision (including
numerous other potential claimants on these same resources) will dem-
onstrate their displeasure with this decision.

Government Choices on Children: Direct and Indirect Effects. Given
this general framework, we can now better perceive society’s role in
affecting children’s success. Government policies can be viewed as hav-
ing both a direct and an indirect effect on children’s chances for
success.

Consider, first, policies that have direct effects on children and their
chances for future success. Let us call these ‘‘social investments in chil-
dren.’’” For example, primary and secondary schooling has traditionally
been assigned to government, and public school budgets and school or-
ganization fall within this domain. Public decisions affecting school or-
ganization and performance have a direct effect on what and how chil-
dren learn, and on their chances for success later in life. Similarly,
youth job-training programs (e.g., Job Corps) and employment pro-
grams for youths fall into this category. Without much of a stretch,
police and community efforts to reduce crime in neighborhoods or con-
trol drug use among youths are other examples of direct social invest-
ments in children. Other examples would include direct expenditures for
enriched child care and early education (e.g., Head Start); children’s
food and nutrition programs; maternal and children’s health programs;
and children’s medical care costs (through Medicaid).

Indirect policies with effects on children and their success are less
straightforward to define. A good way to understand such measures is
to ask whether or not they enable others—parents, private citizens, and
nonprofit organizations—to engage in activities that benefit children. A
full employment economy, for example, enables parents to work and
earn, and thereby provide resources to children. Provision for the deduc-
tion of private child-care purchases and charitable contributions from
income in calculating tax liability are further examples. The latter, for
instance, encourages citizens to support a variety of private programs
that benefit children: Girl Scouts and Boy Scouts, shelters for homeless
families, and mental health facilities serving children and youths are ex-
amples.

In the larger scheme of things, of course, policies that either directly
or indirectly benefit children are but a small portion of the total menu
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of options open to government. While some parts of this remaining
menu may not be viewed as directly or indirectly affecting children in
any major way (e.g., highway construction), others are seen as being in
direct conflict with social investments in children. Indeed, the debate
over intergenerational equity in the United States often views the inter-
ests of the elderly population as pitted directly against the interests of
children.

Implications for Understanding the Determinants of Children’s Suc-
cess. The lesson of this discussion, then, is a straightforward one: the
choices made by society through its government both directly and indi-
rectly affect the success chances of children. Hence, researchers seeking
to understand the process by which some children fail and others suc-
ceed ignore these social and governmental influences on children at their
own risk.

While this lesson is clear, implementing it in research studies de-
signed to identify the determinants of children’s success is difficult.
Many of government’s efforts on behalf of children are ‘‘public goods,”’
and hence accurate accounting of their impacts on particular children is
difficult. Others are indirect, and with all such governmental efforts,
tying the outputs of particular governmental interventions to specific
children is also problematic. Although some of these public investments
in children are direct and amenable to measurement—for example, the
spending on public schools attended by specific children—this informa-
tion is typically not contained in those data sets containing rich family
information on individual children.

Parental Choices and Children’s Success

Like government, but even more directly, the decisions made by par-
ents influence how children develop and the level of success that they
ultimately achieve. The framework for considering these decisions is
very similar to that outlined for governments.

Parental Objectives, Options, and Constraints. Parents have objec-
tives, just as governments do. A standard view is that parents seek to
maximize either their own well-being, or the well-being of a broader
unit consisting of themselves and their families. Parents make choices
that reflect their objectives (or ‘‘tastes’’), and in so doing they establish
the environment in which their children are raised. They choose how
many children to have, and when; whether or not to work, and how
much to earn; where and in what sort of conditions to live; how much
time to spend with their children, and the quality of that time; whether
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or not to seek and accept welfare benefits; what goods and services to
buy and how to allocate these across the members of their families;
where to send their children to school, and how much time to spend
monitoring their success in school; and whether to stay married, even if
the relationship is not a rewarding one, or to divorce. All of these
choices (and many others, as well) have influences on their children; all
set the family-based environment in which their children grow up. To-
gether they define the level of parental investment in children.

The objectives of parents often conflict, requiring that trade-offs be
made. For example, although the provision of time and resources to
children appears on the list of things that give parents satisfaction, they
are not the only things. Having a new car may conflict with hiring a
tutor to work with a child who is performing poorly in school. Working
two jobs may detract from quality time spent with children, although it
will generate additional income in which children may share. Parental
time spent watching television may come at the expense of helping chil-
dren with school work, or at least monitoring their progress. Having
another child may reduce the resources available for existing children—
or it may not! Ensuring that inoculations are up-to-date and appropriate
health care is provided may require time away from work and jeopardize
employment or promotion.

In evaluating these trade-offs and making these choices, parents—
like government—encounter restrictions and constraints. They may wish
to earn income to buy goods and services (some of which will benefit
children), but find that they are unable to find work—the state of the
economy may constrain their choices. They are constrained by their own
background and characteristics—they may have little education, few
abilities, poor usage of language, an unattractive appearance, or an un-
appealing personality—and these factors also restrict choice. The prices
that they face in deciding what to purchase or where to live are also
constraints, as is the structure of wages in the labor market in their area.
The social mores that prevail among their friends or in their community
also restrict their choices. If marital separation and divorce meet with
social disapproval, or if accepting welfare benefits is frowned on by
family and friends, choosing these options will appear more ‘‘costly,”
and parental choices will be accordingly limited.3

Hence, operating in a social and economic environment that is influ-
enced by the decisions and choices made by government, parents, with
their objectives, resources, and constraints, make decisions on family
structure, consumption levels and saving, work and leisure, and the al-
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location of income and time. Even more basically, parents choose the
sort of monitoring, disciplinary, nurturing, and expectational environ-
ment that they create for their children.*

Implications for Understanding the Determinants of Children’s Suc-
cess. From this perspective it is clear that a large number of the charac-
teristics of the families in which children grow up are relevant for as-
sessing the level of parental resources that are allocated to them. Family
income, and perhaps the stability of that income over time, are relevant,
though family income needs to be adjusted to reflect the number of
people who share in it. The time allocation of parents is also relevant;
one would like to have direct measures of the time parents spend with
children, but perhaps the extent of parental working time could proxy
for this. Other decisions of parents, sometimes reflecting choices that
have been made years earlier, are also likely to play important roles
in the development of their children. Parental education, psychological
stability and resiliency, and ‘‘warmth’ all fall in this category. The
structure of the family, together with the stresses that come from
changes in family structure (e.g., parental separations or remarriages),
are also likely to affect children and influence their success later in life.
Changes in geographic location may have the same effect. Finally, pa-
rental decisions regarding where to live, the source of income (e.g.,
welfare or earnings) holding its amount constant, and other behaviors
and attitudes also contribute to the nature of the family-based environ-
ment in which children grow up. All of these family choices represent
parental investments in children.’

Children’s Choices and Their Later Success

The framework that we have suggested for understanding the effect
of decisions made by society (government) and parents on children’s
success applies equally well to the decisions made by children them-
selves. In this framework, children too are viewed as decision makers
seeking to make themselves as well off as possible. It is presumed that
they have carefully weighed the benefits and costs associated with the
options available to them, and have made the choices that we observe,
given their resources and the constraints that they face. In this context,
for example, a teenage girl observed to have a nonmarital birth (or ob-
served to drop out of school) is interpreted as having made a choice that
leaves her at least as well off, given the constraints that she faces, as not
giving birth (or staying in school). Similarly (staying with the teenage
nonmarital birth example), subsequent to giving birth, the girl may live
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with her parents or set up an independent living unit; she may get mar-
ried or not; she may get a job or choose to receive welfare. All of these
options are seen as potential choices for the girl, and given those factors
that limit her choices, the decisions that she makes are interpreted as
leaving her better off than alternative decisions.®

Work and Earnings: A Rational Choice Example. Perhaps thinking
about the choices involving working and earning confronting a youth
who has completed schooling would make this framework clear. In this
example, the youth seeks to leave herself as well off as possible, but
her efforts are constrained by a variety of outside forces. She has to
accept her own skills and ability, for example, although through addi-
tional training, existing capabilities can be further enhanced. She also
has to live with the markets in which labor services are sold. If wages
are high and rising, or if jobs are plentiful, there will be many opportu-
nities, and these factors alone may lead her to work more hours and
receive higher earnings and income. Similarly, the opportunities for se-
curing income by not working will also affect her work effort and earn-
ings. If transfer income or welfare benefits are high and easily accessi-
ble, she may choose to be a beneficiary of public programs, to work
less, and to have lower earnings.

Such a youth is also limited by other factors that influence the choice
of whether or not, and how much, to work. If she is the parent of small
children, for example, there is a legal responsibility to have them cared
for, whether or not she is available to do the caring; this constraint may
affect the amount of work or earnings. A similar consideration is the
level of income from other sources to which she might have access,
apart from her own work and earnings. The earnings of a spouse would
be an example.

From this brief discussion of our framework, we can already see a
number of factors that should be included in any analysis of the determi-
nants of the amount of the teenager’s earnings. These factors are the
determinants of individual labor supply. Ability, education, wages in
the labor market, the number of job openings, the generosity of transfer
income, the presence of a spouse, the number and ages of children, and
the level of assets or income from nonearned sources are all important
determinants of labor supply and earnings.

The Teenage Nonmarital Birth Decision: Another Example. When
this framework is applied to the options of a teenage girl regarding non-
marital childbearing, we are again assisted in identifying a variety of
factors relevant for understanding the decision. These factors can be
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thought of as determinants of the unmarried teenage girl’s ‘‘demand for
children.”” Consider the following:

* Is the girl doing well in school? If not, school continuation may be
unattractive, and having a nonmarital birth may convey the benefit of
an excuse for leaving school.

* A lack of success in school also suggests that her prospects in the labor
market may be poor. If the probability that the girl could get a job is
low, the jobs for which she is qualified are poor, and the wages that
she could earn are low, having a nonmarital birth may give access to
welfare benefits that would not otherwise be available.

* Are the girl’s parents well-to-do? If they are, the pressures to work if
a child is born may be reduced, as will be the pressure to seek welfare,
or to leave the parental residence and set up an independent household.
Moreover, well-to-do parents probably have values that may lead to
censure or strong disapproval of a teenage daughter who gives birth out
of wedlock, resulting in cost associated with having such a birth.

¢ Is family planning information readily accessible to the girl? Are con-
traceptives available, and are they available at a low price? Are abor-
tions available in the community, and is knowledge of availability
widespread? If they are, the cost of avoiding the pregnancy and/or birth
will be reduced, and the probability of unplanned or unwanted pregnan-
cies will fall as well.

¢ What is the situation in the labor market, the marriage market, and
the income transfer market in the girl’s locality? Plentiful employment
opportunities are likely to reduce the benefits of an unmarried birth, as
are a large supply of marriageable males, and a stingy and inaccessible
welfare system.

This listing illustrates the factors relevant for understanding the non-
marital birth decision faced by a teenage girl. A similar list could be
compiled for the rational consideration of whether or not to drop out of
high school, or how many years of schooling to pursue, or the sort of
employment or marital options to choose once schooling is complete.

The Role of information in the Economic Choice Framework

Information plays an important role in the economic perspective that
we have outlined. In our discussion, individuals make their decisions
after appraising their resources and constraints, and weighing the advan-
tages and disadvantages associated with each option. They are assumed
to know the magnitude of these gains and losses with accuracy. How-
ever, in fact, these benefits and costs are often perceived only dimly.



DETERMINANTS OF CHILDREN'S SUCCESS 35

As a result, the choices made may be quite different from those that
would be made in the presence of more complete information.

Consider, again, the case of a teenage girl considering whether or not
to engage in behavior that might lead to conception, or, having con-
ceived, whether or not to give birth out of wedlock. These would seem
to be classic cases of decisions for which the costs are systematically
understated while the benefits are exaggerated. The full money and time
costs of raising a child as a lone mother are likely to be ill understood—
and as a result, underestimated. Similarly, the full opportunity costs
associated with the foregone earnings and marriage possibilities attribut-
able to the nonmarital birth are likely to be understated. On the other
hand, the potential psychological benefits of having a child of one’s
own may be glamorized and exaggerated. Because the information
available to teenagers is likely to be poor and asymmetrical, their deci-
sions may tend to be biased toward conceiving and bearing children out
of wedlock.

Because the accuracy of these benefit and cost estimates is likely to
depend on the characteristics of the girl’s parents and the nature of the
family in which she grows up, these characteristics should be included
in any model designed to explain the nonmarital birth outcome of teen-
age girls. For example, girls with more-educated mothers and fathers
are likely to have more access to reliable information on childbearing
costs and the foregone earnings and marriage opportunities associated
with a nonmarital birth than are girls with less-educated parents. All
else being equal, we would expect that teenage girls with better and
more reliable information would have a lower probability of giving birth
while unmarried.

Similarly, a child whose parents have devoted substantial time to car-
ing for and interacting with their children is likely to have more reliable
information on the relevant costs and benefits of childbearing, work,
and welfare decisions than children with small allocations of parental
time.”

The role of information in the economic model, then, provides the
basis for including a variety of parental characteristics as determinants
of the choices made by young adults.

Stigma Effects in the Economic Choice Framework

Any full-blown version of the economic model will also admit the
relevance of stigma costs in the choices made by children or youths.
Those youths whose parents dropped out of high school—or who have



36 SUCCEEDING GENERATIONS

siblings who are high-school dropouts, or who grow up in a neighbor-
hood where young high-school dropouts are prevalent—are likely to
have a different assessment of the stigma costs attached to this decision
than are other teenagers. Similarly, the religious affiliation of the family
of a youth is also likely to influence the perceived level of stigma asso-
ciated with a variety of potential choices. Such differential assessments
will influence the probability that a youth will choose to drop out of
school, have a nonmarital birth as a teenager, or choose a low-attain-
ment occupation or joblessness.

Investments in Children: Some Policy Issues®

We have argued that the choices made by society (government) and
parents should be viewed as investment-type choices capable of affect-
ing the success of children when they become young adults. This argu-
ment, however, raises a variety of questions about investments in chil-
dren—for example, the appropriate level of such investment, and the
composition of these investments. In the following paragraphs, we dis-
cuss a few of the policy issues that derive from this investments-in-
children perspective.

Are We ‘““Underinvesting” in Children?

Determining the optimal level of investment in children is, in concept
at least, an issue that has a clear answer: keep allocating resources to
children until the value of social benefits produced by the last unit of
investment is just equal to the value of what could be produced by those
resources if they were used in some other way.® But that simple text-
book response raises as many questions as it answers.

For example, how does one define and measure the ‘‘social benefits’’
of investments in children? If a parent decides to enroll her child in an
enriched early childhood education program, the parent is surely bene-
fiting, as is the child. Presumably, the added learning, changed values,
and altered behavior that enrollment in such a program confers are what
is meant by increased ‘‘child quality’’; and an increase in child quality
provides the parent with satisfaction, and the child with all that comes.
with these changes.

However, the child quality that is created also benefits persons other
than the parents and the child. Because of the program, the child is less
likely to engage in crime when he or she grows up, and more likely to
contribute to general social well-being through citizenship activities.
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These changes benefit society in general. However, the parents do not
take into account these social benefits when making the decision on
whether or not to enroll the child in the enriched program. Because
parents neglect these ‘‘external’’ benefits of their own investments in
children, they may devote too few resources to this activity as viewed
from the broader perspective of society.!® This factor may suggest that,
as a nation, we underinvest in our children.!!

The pat answer also gives little insight regarding the value of the
resources if they are not devoted to children. One confronts assertions
every day about the needs of society to which resources could be effi-
ciently allocated—caring for the homeless, improving the nation’s infra-
structure, curbing crime and drug abuse, finding a cure for AIDS. It
makes a difference where the resources would come from if investments
in children are to be increased. Some, for example, would feel more
comfortable advocating an increased level of investment in children if
the resources came from, say, certain types of consumption such as
New Year’s Eve celebrations at the Plaza Hotel costing $300 per per-
son, than if they were being diverted from antidrug or homeless shelter
activities.

To What Should Investments in Children Be Directed?

Even if it is decided that certain kinds of investment in children
would have a very large payoff, it does not follow that, overall, we are
investing too few resources in children. We may be allocating resources
to activities that we think may lead to increased children’s attainments,
when in fact these activities may have a very low payoff. For example,
a common assertion is that in attempting to increase the quality of edu-
cation, school systems have added administrators and classroom supple-
ments that serve only to bureaucratize the teaching function and stifle
teacher creativity and spontaneity. If this assertion were true, children’s
attainments could be increased by reallocating resources away from that
form of investment in children to other, more productive, investments
in children.

This issue of the ‘‘best”” mix of investments in children is an im-
portant one, especially in light of the many perspectives regarding the
determinants of children’s success that we identified in the previous sec-
tion. Each of the perspectives may have some claim to being correct.
However, for answering questions regarding how effectively to invest
in children, that is not enough. The important issue concerns just where
the largest payoff in terms of children’s achievements lies: formal
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schooling; enriched early education; more, and more effective, parental
time; higher family income; better-adjusted and more-educated parents;
or improved neighborhood quality.

From the perspective of public policy, then, the trick is to identify
those specific investments in children that have the greatest payoff rela-
tive to their cost. While individual analysts would reach different con-
clusions about the effects of altering various environments (or stimuli)
that influence children’s attainments—and on the economic costs of the
resources required per unit change in attainment—all would agree that
identifying the optimal level and composition of such investments in
children is a crucial policy issue.

Just to make this issue even more complicated, it needs to be recog-
nized that the effect of changes in various aspects of children’s invest-
ments is neither constant over various levels of investment, nor indepen-
dent of the level of other forms of investment in children. For example,
increases in parental education (or in family income, or neighborhood
quality, or parental time, or parental monitoring efforts, or school qual-
ity) are not likely to yield constant returns in terms of children’s attain-
ments. Moreover, the effectiveness of one form of investment probably
depends on the levels of investments of other types. An increase in
parental income probably has a quite different effect on children’s at-
tainments if the family lives in a poor-quality neighborhood than if it
lives in a higher-quality one. Sound policy also requires that the interac-
tions of these various investments in children in their role as producing
quality children be clearly recognized.

Related to this point, not all of the aspects of investments in children
that have been identified and discussed in the literature have a direct
effect on children’s success. Some forms of investment may only influ-
ence children’s accomplishments via other factors—these factors can
then be said to mediate the impact of the investment.!? Moreover, the
level of some investments in children may be determined by the very
process of improving child quality; in these cases the level of a contrib-
uting factor requires no deliberate investment decision, as it may be
determined indirectly by changes in other factors or investments. Again,
sound policy decisions require that these relationships among invest-
ments be clearly recognized.'?

Even these considerations, as complex as they are, form only part of
the story. We have used the term ‘‘children’s attainments’” rather glibly,
sweeping aside the fact that children succeed—and fail—in many di-
mensions. Educational attainment, reproductive behavior, occupation
and earnings, dependence on welfare, the quality of personal and family
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relationships, attitudes toward accepted rules and customs, and self-
esteem and other attributes of psychological health are all elements of
success and attainment. Somehow, and for each child in differing pro-
portions, these elements combine to form the degree of the child’s suc-
cess. Hence, identifying the optimal level and composition of invest-
ments in children requires that one specify clearly those aspects of
overall achievement in which one seeks improvement.

To Which Children Should Investments Be Directed?

Even though one might conclude that the overall level of investment
in children is too small, it does not follow that all children have too few
resources devoted to them. Many children in our society appear to be
doing well: they come from intact, supportive, and nurturing families
with adequate incomes; they go to quality schools; their parents, their
teachers, and their peers have high expectations for their future; and
they have easy access to health care, recreational, and, if necessary,
counseling services. They are not the cases that are trotted out when it
is claimed that, as a nation, we are underinvesting in children.

The underinvestment case is clearly the strongest in the case of chil-
dren growing up in deprived families—those included in the nation’s
poverty population or living in the nation’s inner cities. These children,
in which racial minorities and those living in mother-only families are
prevalent, tend to have fewer resources available to them in a whole
spectrum of dimensions, as compared with children from middle- and
upper-class families. Because the allocation of resources to them is con-
strained by both family budgets and the ‘‘bite’” from capital market
imperfections, it is likely that the social return on the marginal dollar
invested in them is high, relative to both investments in nonpoor chil-
dren and many alternative uses of the funds.!#

The “‘to which children’” question is also relevant in considering the
ages of children in whom investments are to be made. ! Is the return at
the margin greater for investments in prenatal care, in enriched early
childhood programs, in elementary- and secondary-school years, or in
adolescence and beyond? A great deal of debate is directed to this ques-
tion; the knowledge necessary to answer it accurately is in far shorter

supply.'®

Who Should Be Doing the investing?

Presuming that we have determined the efficient level of aggregate
investment in children, the efficient mix of various types of investments,
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and the efficient pattern of allocation among children, we are still left
with the question of who should be doing the investing. Should parents
be the primary instrument of investment, with public support for them
in case they do not have the resources to provide the socially optimal
level of investment in their children? Or should the state itself be the
instrument, through increased allocations to schools, nutrition programs,
children’s health programs, enriched day care programs, and recreation
programs?

As with earlier issues, this one generates more heat than light. It is a
fundamental question, however, as it rests on an assessment of which
type of provider—the family or organized programs—is more effective
in producing high-quality children per dollar of cost. Perhaps even more
importantly, how one answers this question reflects value judgments on
the very nature of social organization. Should the nurturing of the na-
tion’s children occur primarily in the privacy of families, with parents
as the primary decision makers? Or should society, through the state,
play a more active role?!”

Who Should Pay?

Even after the issue of the direct family versus public provision is
settled, there is the question of who is to pay for the investments that
are undertaken. Should parents be left to pay all of the costs of whatever
their children receive, with perhaps some public subsidization of parents
who do not have the financial or time resources to provide a minimum
level of these goods and services? Should taxpayers generally—both
those with children and the childless—be required to support programs
of investment in children, such as public schools or a universal child
allowance? Should parental housing, food, clothing, and time alloca-
tions to their own children be taken as their contribution, with additional
investment support being financed by taxpayers generally, or in particu-
lar, childless taxpayers?

Resolving this issue is at least as difficult as any of the others. While
this question too can be cast into an efficiency framework, it is far more
dominated by equity considerations than many of the others. In some
ways, it is but a variant of the traditional question of who should pay
for public goods, such as national defense and street lights. As we have
seen, investments designed to increase children’s attainments and their
success have a substantial dose of external or public goods effects, in-
cluding reduced crime, more informed citizens, and a more productive
work force.
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CHOICES, INVESTMENTS, AND CHILDREN’S SUCCESS:
OUR RESEARCH APPROACH

The empirical research that we present in this book follows directly
from the choices-investment framework presented above. In what fol-
lows, we attempt quantitatively to measure the relationship between
choices made by government and parents—and a variety of other family
and neighborhood characteristics—on the attainments of a representative
sample of young adults. These public and parental choices and charac-
teristics are interpreted as reflecting various levels of investment in chil-
dren. We study the relationship of these investments on the attainments
of children when they become young adults, in a context in which the
youths also make choices.

Within this framework, the specifics of our research have been
largely determined by the data that we have available. These data in-
clude 21 years of information on each of about 1700 children. These
children were born in the years 1962 to 1968, and are 20 to 26 years of
age in 1988, the last year for which we have information on them. For
each child, we know a great deal about the characteristics of and choices
made by the parents in each year of childhood. We also know the char-
acteristics of the neighborhood in which the family of the child lives,
and a rich assortment of basic background information (for example,
gender, ethnic background, and so on), on the child.

Although these data are rich relative to other sources of available
information, they are lacking in several important dimensions. For ex-
ample, we cannot paint a very complete picture of the public invest-
ments that have been made in individual children (for example, the
quality of the schools attended), or of the level and composition of pa-
rental investments. And, although we cast our analysis in a framework
in which children also make choices, we are not able to observe many
of the considerations weighed by youths as they make their decisions.

In the following paragraphs we provide a brief overview of our study.
We begin by describing the general characteristics of the data with
which we work. We then describe the aspects of children’s success (or
failure) that we study, and provide a description of each. The sorts of
determinants of success that we emphasize in our studies are described,
and they are related to our investment/choice framework. Finally, we
give some insight into the statistical methods we employ, and suggest
the sorts of questions that we hope to address with the empirical results
that we present.
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Our Data: A General Overview

Our empirical estimates are based on detailed information that we
have obtained on 1705 children that are included in the University of
Michigan Panel Study of Income Dynamics (PSID).!® All of these chil-
dren were living in 1968, and they ranged in age from O to 6 years old
in that year. Each of these children was ‘‘dropped in on’’ in each of the
subsequent 21 years (through 1988), and in each year the characteristics
of their living arrangements were observed and recorded. In 1993, these
children ranged in age from 25 to 31; they have become young adults.

For each child, then, we have 21 annual snapshots, and in each snap-
shot we are able to observe many aspects of the child and his or her
family environment. We see the basic unchanging characteristics of the
child: race, gender, and year of birth. We see the kind of family in
which the child lives: its income, its location, its religion, how many
parents are in the family unit, how much education these parents have,
whether these parents work, how much they work if they do work, how
many other children are in the family, whether the family is on welfare
or not, and so on. We see where the family lives, whether in a rented
place or in an owned home, on a farm or in a central city, and in what
region of the country.

More importantly, because we have a snapshot of the child in each
year, we know about a number of important changes and events that
have occurred over the child’s lifetime. For example, if the child’s par-
ents separate, we know it; if the child’s father becomes unemployed,
we can observe it; if the family goes on welfare, or changes location,
or has another child, we record it. Finally, we know some of the things
that have happened to the child, such as losing a grade in school.

Unfortunately, we do not know as much about these children and
their families as we would like to know. We do not know what kind of
school the child goes to, or the quality of education that it provides. We
do not know about the child’s social life, the number and types of
friends, and activities outside of school. We do not know how much
television is watched, or how much reading is done. We do not know
the quality of the interactions in the child’s family, whether the parents
fight, nurture their children, monitor their behavior, go to the school’s
open house, or leave the children unattended. We do not know a num-
ber of seemingly important things about the parents themselves. Do they
drink heavily, are they abusive, are they stable and reliable, do they
have high or low levels of self-esteem, do they expect much or little
from their children, or have they been in jail? And, from the basic data,



DETERMINANTS OF CHILDREN'S SUCCESS 43

we do not know very much about the characteristics of the neighbor-
hood in which the child grows up.

It would be ideal if we could know all of these things; unfortunately,
no available data set contains this rich menu of information. Some data
sets have detail that is richer than ours on a variety of issues, but in all
cases these data sets are limited in the length of time over which the
children are observed. The most prominent of these data sets, the Na-
tional Longitudinal Survey of Youth (NLSY), begins observing the chil-
dren only when they reach age 14. As a result, we have had to make a
trade-off. We have chosen a data set that is very rich—though not as
rich as some others—but that contains year-by-year information on chil-
dren that spans both their childhood and young adult years.

We have attempted to enrich our data in a number of dimensions so
as to offset some of the more serious gaps. For example, using informa-
tion on the time that parents spend in a variety of activities from another
data set, together with matched characteristics from these data and our
own, we have imputed a predicted annual measure of the hours of child-
care time that parents spend with their children.

Similarly, we have added to our data a variety of detailed characteris-
tics of the neighborhoods in which the families live, obtained by match-
ing information available in our data with detailed tract information
available in the 1970 and 1980 censuses.

Finally, because we know the state in which the families of the chil-
dren live, we have been able to add to our data estimates of the annual
state unemployment situation and of the year-by-year value of welfare-
type benefits that are available in the state.

Aspects of Success in Young Adulthood

By 1988, the last year that we observe the 1705 children in our data,
they have become young adults. In that year, they range in age from 20
to 26. Although we would like to know how they fare even later in their
lives, we do have good information on a number of outcomes after they
have left their teenage years.

The outcomes or attainments of the children that we have chosen to
study are among the most important in terms of forecasting ultimate
success. Our first outcome is education. Did the youth finish high
school, or did he or she drop out? If he or she graduated from high
school, were additional years of schooling or training chosen? How
many years of schooling were completed?

We also explore the choices that the girls in our data made regarding
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whether or not to have a child out of wedlock while they were teenag-
ers, and, if they became an unmarried teenage mother, whether or not
they then chose to go on welfare.

A third choice that we study relates to the activities of these young
adults when they are in their early twenties. If they are not in school,
what are they doing? Do they have jobs, and if so, how much time do
they spend working? If they are parents, how old are their children, and
what is the extent of their child-care responsibilities? Some of them are
not in school, or working, or required to engage in child care—we call
them ‘‘inactive.”” Can we understand the determinants of this status?

As part of this last outcome measure, we would like to have added
the salary of each young adult when they join the work force on a
permanent or long-term basis. Unfortunately, we cannot do this with our
sample because our measure of earnings includes part-time jobs while a
student or during an intervening year before schooling is completed.
The age of the sample during the final year of our observation makes
the earnings measure only an imperfect proxy for such a longer-term
measure of earnings potential.

We also do not include other possible outcome measures that are of
interest in looking at broad indicators of the attainments of young
adults. These include criminal activities, broader contributions to soci-
ety such as volunteer activities, and whether the individual lives in a
household with income over the poverty line. The only available mea-
sure of criminal activities is whether or not the individual is in jail in a
particular year, a very limited measure of the extent of criminal activi-
ties.!” We have no measure of volunteer activities, hence we cannot
include it. As for poverty, we would like to measure this when the
young adult is responsible for at least part of the income of the family
unit: for example, when they are living in their own household rather
than that of their parents. Since not all of the sample has their own
household by 1988, it is difficult to capture the success of an individ-
ual’s efforts in avoiding poverty.

Determinants of Choices in Young Adulthood

In studying the determinants of the educational, reproductive, welfare
recipiency, and activity choices made by young adults, we have been
guided by the theoretical framework discussed earlier. In many cases,
however, we have had to compromise, largely because of the limitations
of our data.
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For example, our data tell us very little about the level of social
investment in particular children. We have had to rely on information
on a variety of neighborhood characteristics as proxies for information
on school quality and other aspects of public investment in children.

Similarly, to form a reliable assessment of the choices parents make
in determining the level of investment in their children, we would like
to have information on a variety of parental activities and choices—for
example, the extent to which parents monitor school work or participate
in the PTA—and this information is not available.

Also, although we would like to have information on a number of
specific aspects of children’s lives during their growing-up years in
studying the choices that they make when they become young adults—
for example, their grades in school, or the presence of behavioral prob-
lems—our data do not include this information.

Finally, while our economic framework has emphasized that youths
weigh the gains and costs of each of the options open to them in making
choices, we do not have reliable information on many of these cost/
benefit categories, and are required to rely on proxies in a number of
cases. Indeed, the youths themselves make their choices on the basis
of partial or unreliable information, but we have no indication of the
completeness or accuracy of their knowledge.

In the following list, we indicate the primary variables that we use in
studying the determinants of the attainments and choices of young
adults. Observations on these variables are available for each year that
the child is observed in the data. The organization of the variables here
begins with true background variables—those that cannot be changed
by choices made by anyone. The other categories reflect the economic
choice model outlined in the first section of this chapter®’; in reporting
our results, we often use other groupings of variables, largely for pur-
poses of exposition.

Background Variables
Race
Gender
Foreign or domestic birthplace of parents
The birth position of the child in the family
Whether or not the child’s grandparents were poor

Social (Governmental) Choices: Social Investments in Children
Education of the child’s parents
Unemployment rate in local labor market
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The receipt of welfare benefits by the child’s parents
Generosity of public welfare benefits in the state
Housing tenure status of the family

Parental Choices: Parental Investments in Children
Education of the child’s parents
Work effort of the child’s father and mother
Earnings of the child’s father and mother
Occupation of the child’s father and mother
The receipt of welfare benefits by the child’s parents
Urban/suburban/rural location
Region of location
Number of children in the family
Housing tenure status of the family
Parental time devoted to child care
Number of parents present in the home
Number of parental separations or remarriages
Number of times the family changed geographic location
Age of the child’s mother when she first gave birth
Whether or not the child’s mother gave birth out of wedlock
Characteristics of the neighborhood in which the child’s family lived
Religious orientation of the child’s family

Young-Adult Choices Made by Children
Grade lost in school
Split off from parent’s home
Years of education?!
Presence of a teenage nonmarital birth?!
Teenage welfare recipiency?!

Empirical Approach Used in the Study

The analyses that we present in this book are based upon the detailed
year-by-year data that we have described above.

We begin by presenting raw statistics on the choices made by the
children in our sample when they were youths or young adults: high-
school graduation rates, years of completed schooling, prevalence of
teenage out-of-wedlock births, receipt of welfare benefits subsequent to
having a nonmarital teenage birth, and economic activity when the
youth is in his or her mid-twenties. Second, for each of the choices
made by the young adults (outcomes), we present some simple regres-
sions relating the outcome to a limited number of the background and
social and parental investment variables listed above.
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Third, we present results that reflect our judgment regarding the
choice process of the young adult. For some of the outcomes, a multi-
ple-equation strategy is necessary; for others, we seek to capture the
essence of the choice in a single equation. In all cases, we make use of
a large number of the variables indicated above. The form in which
these variables are expressed often differs, however, depending upon
the choice or outcome that we are analyzing.

Although we are often constrained in accurately characterizing the
components of the costs and benefits associated with the specific choices
made, we exploit the information we have available so as to focus on
the determinants of the choices. Throughout our study, we attend care-
fully to those decisions made by parents that are likely to have important
effects on their children, in an effort to discern the effects of family-
based choices and characteristics on outcomes in young adulthood.

The Policy Questions Addressed

Throughout our research, we have tried to keep one eye on the public
policy implications of our findings. Our starting point was the proposi-
tion that the extent of children’s success in young adulthood is influ-
enced by choices made by government or choices made by parents (at
least some of which can be influenced by government). If this is so, we
should be able to extract from our findings some implications for the
direction of public policy.

The following are a selection of questions of the sort for which we
hope to be able to provide partial answers, or at least relevant infor-
mation:

* To what extent can increases in the education levels of parents enhance
the attainments of their children?

* Does the generosity of public welfare benefits affect the probability that
young adults will choose to have a birth out of wedlock, or welfare re-
cipiency?

* Does the poverty status (or income level) of families affect the level of
their children’s performance and attainments? By inference, can public
income support policies improve the chances for success of children in
poor families?

* Holding parental income levels constant, does the source of income—
say, from working or from welfare—have an effect on the success of
children?
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* Does instability in families, such as parental separations and household
moves, have an adverse effect on the choices made during young adult-
hood of the children?

* Do the number of years spent living in a single-parent family influence
the level of attainment?

* Does the time that a mother works while a child is growing up have an
effect on the outcome of the child?

These questions are very basic ones, and they go to the heart of

public policy debates on our children and their futures. However, they
are not questions that concern the likely success of particular public
interventions, such as children’s nutrition programs or enriched child
care. Hence, at best, our estimates can provide insight into fundamental
directions for policy, but little by way of direct evaluation of proposed
measures.

1

2.

NOTES

. In Chapter 3, we describe several theoretical perspectives, drawn from the

sociology, economics, and developmental psychology literatures.

Note that this perspective recognizes that children may maximize their util-
ity (or well-being) by making decisions that sacrifice future success in or-
der to satisfy more immediate wants. It follows that our implicit emphasis
on children’s ultimate success and attainments reflects a judgment that may
be inconsistent with children’s own evaluation of their well-being.

. To make matters even more complicated, some of the constraints on paren-

tal choices are the effect of social (governmental) decisions made either in
the past or currently. For example, some parents are constrained in what
they earn or whether they work by the poor quality of education made
available to them when they were growing up. Similarly, the failure of
public macroeconomic policies to ensure full employment—to some extent
reflecting governmental choices—affects the ability of parents to work and
earn. The government’s approach to welfare policy—its generosity and
accessibility—also affects the probability that parents will be welfare recip-
ients. As a final example, government plays an important role in setting
the social environment in which family decisions are made. Policies and
admonitions regarding reproductive decisions, criminal activities, family
structure and lifestyles, housing standards, women’s work, and the impor-
tance of education can all be viewed as constraining the decisions made
by parents.

Unlike governmental decisions, the decisions made by parents typically
have rather direct effects on children; the distinction between direct and
indirect seems much less relevant here. We take the sum of these parental
decisions as determining the environment in which children are raised and
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develop. This environment reflects the level of parental investment in
children.

. Other parental and family characteristics not reflecting choices are also

likely to influence children’s success. Race, ethnic background, and paren-
tal abilities are examples of such ‘‘background’’ factors.

. As indicated above, such decisions may simultaneously increase an indi-

vidual’s well-being in the short run and decrease their future attainment or
success. See Note 2.

. In considering the issue of the amount of time that parents spend with

children, the number of siblings with whom a child lives becomes relevant.
Any amount of child-care and interaction time spent by parents may be
spread over the children, leaving less time available per child in large
families than in small ones. On the other hand, parental time allocated to
children may be like a public good, available to all children simultaneously
when it is provided. Little evidence on this process is available, but clearly
the number of siblings with whom a child grows up with may be an im-
portant factor in influencing his or her later choices. The research findings
of developmental psychologists indicate that family size (the number of
siblings) is generally negatively related to the success of any given child.

. The discussion in this section reflects insights from the thoughtful paper of

Fuchs (1990).

An alternative, and equivalent, answer is that investment in children
should continue until the ‘‘social rate of return’’ on that investment is
equal to the social return on alternative ways of using the resources.

A review of the literature on the external benefits of education, an im-
portant form of investment in children, is found in Haveman and Wolfe
(1984) and Wolfe (1993). These studies suggest that the external effects of
education are likely to be a significant portion of the total social benefits
of this form of investment in children.

There are other reasons that also suggest that we undertake too little invest-
ment in children. For example, it might be efficient for a particular child
to attend a special, and costly, school designed to nurture her unique tal-
ents in music. Such an investment might have a social payoff that is
greater than that of a business desiring a new office word-processing sys-
tem. Yet, while the business could probably borrow to finance its planned
investment, neither the child nor her parents would be likely to secure bank
financing for the training in music. Economists describe this constraint on
investing in children as a capital market imperfection, and it too could lead
to underinvestment in children.

For example, parental participation in a counseling program might lead to
higher levels of self-esteem and a greater orientation toward the future.
These changes may well be manifest in higher parental expectations for
children’s success, increased monitoring, or improved family life. In turn,
the child may well then be better equipped to cope with stressful events
related to school, family, or peers.
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This is one of the lessons from the extensive empirical work on status
attainment that is discussed in Chapter 3.

This raises the question of the social desirability of unequal investments in
children. Some children, for example, may have the potential to benefit by
additional education; others may not. An efficient pattern of investment
would concentrate education spending on those children with the greatest
potential to benefit from it. This result, however, implies unequal treat-
ment of children, even children within the same family. And, if invest-
ments in education result in additional income, unequal educational invest-
ments will result in future inequalities of income. If equality of treatment
of children is desired, families (and society) should find other ways of
assisting those children who do not receive the schooling investment. If
equality of outcome is the goal, families (and society) should increase their
investments in children with lower potential to benefit from education, and
reduce investments in children with higher potential.

This is the primary message of the life course or ecological framework
that has been adopted by a number of developmental psychologists. (See
Chapter 3.)

A growing consensus seems to be that the United States overinvests in
children who have graduated from high school (and especially those who
go on to posthigh-school education), relative to younger children. See
Hamburg (1991). Other evidence suggests that marginal investments in
postsecondary education have a higher social payoff than most investment
in nonhuman capital. See Haveman and Wolfe (1984), Wolfe (1993), and
Ashenfelter and Krueger (1993).

This debate plays itself out in issues such as the choice controversy in
education; the provision of day-care support through refundable tax credits
versus publicly operated day-care centers with subsidized fees; and public
support for higher education versus, say, individual capital accounts for
youths.

A more detailed description of our data is presented in Appendix A.

We note that not one of the persons in our sample is reported to be in jail
or have served a sentence since turning 18, a highly unlikely situation.

In some cases, the classification of a particular variable is problematic. For
example, we have classified the birth origin of the parents of a child as a
background variable, yet in some cases migration to the United States was
a decision made by the parents that could be thought of as a parental
investment in the child. In other cases, a variable is listed in two catego-
ries, as it contains important aspects of both categories. For example, the
educational attainment of the parents of the children reflects decisions
made by the government in years past, and it also reflects decisions made
by the parents themselves.

These variables are used in studying the economic activity of persons in
their mid-twenties.



A Tour of Research Studies

Before delving into our research findings, and to provide a context for
them, we make an excursion through the extensive literature on the de-
terminants of success or attainment of children. Contributors to this lit-
erature include economists, sociologists, and developmental psycholo-
gists. We attempt to integrate the findings from all of these disciplines.

Encompassing fully all of the social science literature that has ex-
plored the causes of children’s success and failure would require a vol-
ume of its own. We therefore draw a number of boundaries around
our discussion.

First, we focus on those studies that examine the determinants of
children’s success when they have become young adults. Hence our
discussion of a substantial amount of research in the field of child devel-
opment and child psychology, much of which is addressed to behaviors
and the performance of young children or adolescents, is very cursory.

Even among the studies of young adult attainment, we emphasize
those that analyze the correlates of a limited set of success indicators:
in particular, education attainment and socioeconomic success (e.g., oc-
cupational status, earnings), teenage nonmarital childbearing, the receipt
of welfare income, and marital instability.

Finally, we focus our discussion on empirical studies that employ
large microdata bases, in particular those relying on nationally represen-
tative samples of individuals and those employing longitudinal data.

Organizing the vast amount of research that remains is difficult.
Many of the studies focus on a particular outcome (e.g., educational
attainment), and examine a variety of background and parental status
and behavior correlates of this outcome. Other studies begin with a spe-
cific hypothesis regarding the pivotal role of one or a few particular

51



52 SUCCEEDING GENERATIONS

determinants of success (e.g., growing up in a family that is dependent
on welfare income), and examine the effect of variables reflecting this
determinant on a variety of outcomes, while controlling for a standard
set of background characteristics. Still others have several outcomes of
concern and test a variety of potential determinants of these outcomes.

The organization of this chapter emphasizes the primary outcomes of
interest. In each section, we first identify those determinants of the out-
come in question that are emphasized in the literature. We then discuss
the statistical methods employed and the results obtained.

We organize our discussion of the determinants in line with the basic
investments-in-children perspective that motivates our own work. How-
ever, this perspective has not been used to guide most of the prior stud-
ies in the literature, at least not in the form in which we have cast it.
Instead, these studies have been motivated by a wide variety of alterna-
tive theories or perspectives.

In the first section, we describe the most important of these theoreti-
cal perspectives. The second section identifies the major empirical stud-
ies and indicates their primary findings, and is organized by outcome.
In the third section we attempt to draw out from this research the pri-
mary linkages that appear to be established in the research literature.
Finally, in the last section we suggest some next steps for data collec-
tion and research in this area, and implicitly provide a critique of ex-
isting empirical research on children’s attainments.

ON THE CAUSES OF CHILDREN’S ATTAINMENTS:
THE PRIMARY PERSPECTIVES

Much has been written on why some children succeed while others do
not. Depending on one’s orientation, quite different factors tend to be
emphasized: psychologists, sociologists, and economists all have their
own views of the underlying determinants of success.

In the first subsection, we identify and briefly describe the primary
perspectives found in the literature, and then recall the investments-in-
children perspective that guides our own research. As will be seen, our
framework is related to, and draws from, the insights of some of these
other perspectives.

Perspectives on the Determinants of Children’s Success

One approach to understanding the numerous perspectives that have
guided studies of the determinants of children’s success is by discipline.
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However, several of the theories are difficult to assign to any particular
discipline, and are, in fact, employed by researchers from a variety of
disciplines. Hence, we directly identify the various explanations—irre-
spective of the primary discipline from which they stem—and describe
the primary variables and linkages they emphasize.

The Economic Deprivation Hypothesis

This hypothesis places heavy weight on the economic circumstances
(family income, assets, and housing quality) in which a child is nur-
tured, and suggests that poverty and economic deprivation contribute to
a lack of children’s attainments, net of those background variables (such
as race, parental education, parental psychosocial characteristics) that
also influence achievement. Families living in poverty, it is suggested,
are unable to provide the resources and the environment essential for
their children to develop their own abilities and potential fully. A clear
example of the constraint that inadequate family resources impose on
development is the requirement that the child work while an adolescent
to contribute to family resources, or leave school early to care for
younger siblings, or otherwise assume adult roles.!

Empirically, it is difficult to separate economic deprivation from a
variety of phenomena that are highly correlated with it. These include
growing up in a single-parent family (which may carry with it lower
parental control, less parental child-care time, and perhaps increased
parental psychological problems), or being a welfare recipient (which
may carry its own burden of stigma and dependency).?

The Socialization Perspective

This explanation stresses the important effect of role models and so-
cialization during childhood and adolescent years on attainment as a
young adult.> A variant of this approach emphasizes the importance of
having two parents present in a family in order to foster normal person-
ality development and heterosexual interaction. The presence of two
parents also strengthens parental control and monitoring, and weakens
the potential influence of peers.

The socialization/role-model framework also focuses on the behavior
of parents and older siblings, as well as their aspirations, self-image,
and other sociopsychological characteristics. Children, it is hypothe-
sized, internalize these behavioral and self-perception attributes of both
parents and older family members.

Empirically, this perspective focuses attention on the number of par-
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ents in the family, their psychological and social characteristics, and
their values and expectations. Because some of these attributes are cor-
related with earnings capacity and economic position, it is difficult to
test this hypothesis reliably against, say, the economic deprivation
thesis.

Life Span Development Approach

The life span (or ‘‘life course’’ or ‘‘ecological systems’’) approach
to studying families and children has been formulated and utilized pri-
marily by developmental psychologists. This perspective emphasizes
that development occurs over the life course of an individual, and that
events that impinge on a person have differential effects depending on
when during the life course they occur, the length of time since the
occurrence of the event, the experiences and interactions that occur sub-
sequent to the event, and the historical context in which the event
occurs.?

Given this perspective, the task of the researcher is to discover how
a variety of environments or events affect alternative patterns of adjust-
ment for individuals with various characteristics at different points dur-
ing their lifetimes. The process is one of adjustment and adaptation to
exogenous forces, in which the nature of the adjustment is affected by
the transactions and interactions in which a person engages.

The empirical implications of this perspective involve attention to
timing effects (when in the life course significant events occur), the
nature of interactions subsequent to events that may either reinforce or
offset the effect of the event on the person’s development (e.g., whether
there is parental support and stability subsequent to a divorce, as op-
posed to parental conflict), and the environment in which an individual
functions during and subsequent to an event. Aside from the emphasis
on the timing of events, this perspective is sufficiently broad and com-
plex to encompass a variety of narrower frameworks as special cases.

Stress Theory

Related to both the socialization and the life span perspectives is a
theory that emphasizes the tendency of various events and circumstances
to dislodge an individual from an equilibrium developmental path.’ The
focus on specific stressful events distinguishes this perspective from the
socialization/role-model framework.

Empirical research based on this perspective emphasizes events such
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as family dissolution, parental unemployment or incarceration, or a
change in household location, hypothesizing that such disruptions may
lead to emotional uncertainties that impede development and attainment
later in life.

The Coping Strategies Perspective

Recent attention, especially among psychologists, has been given to
the effects of parental expectations and attitudes on the achievement
of their children. The coping strategies perspective suggests that the
psychological resources of the family (e.g., parental expectations for
their children; the ability to plan for the future; and personal characteris-
tics of ambition, trust, and achievement motivation) are positively re-
lated to children’s performance and attainments. Parents’ expectations,
for example, may serve as standards that are internalized by children.
These standards may also be revealed in the observed willingness of
parents to devote resources to their children. In this sense, then, expec-
tations can become self-fulfilling prophecies.® While such resources
may be important to child development regardless of the incidence of
stressful events with which a child must deal, they may have their great-
est impact when negative or stressful events occur.

Other Perspectives

These, then, describe the primary social science perspectives for
studying the determinants of children’s success. In addition, however,
there are a variety of other hypotheses: in some cases, these are but
variants of the more full-blown perspectives that we have discussed.”
Here we describe them only briefly, while providing references to more
extended discussions.

The ‘‘working mother hypothesis’’ suggests that the mother’s ab-
sence from the home may be the source of developmental problems
in children, due to the associated reduction in control, guidance, and
monitoring.® The mother’s working, however, may also be associated
with income increases for the family, which may offset the negative
effects of low income (as emphasized by the economic deprivation hy-
pothesis). A mother’s working may also serve as a role model of indus-
try and effort.

The ‘“‘welfare culture perspective’’ emphasizes the harmful effects
that parental dependence on public assistance may have on children’s
aspirations and on their capacity for independent actions.’
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The ‘‘family size perspective’” focuses on the reasons why large fam-
ily size (reflected in the number of siblings) may adversely affect devel-
opment and attainment. These reasons range from the effects of over-
crowding, to the dilution of parental time, to the erosion of parental
discipline and supervision. Alternatively, some have speculated that the
presence of siblings may increase the network of support and moni-
toring.'°

Finally, we would mention the ‘‘neighborhood/peer group perspec-
tive.”” This viewpoint hypothesizes that the characteristics of neighbor-
hoods and the attitudes and behaviors of peer groups may have a strong
influence on the aspirations and, hence the attainments, of children.
This conjecture is closely related to, and perhaps a subcategory of, the
life span and socialization perspectives, in that it is the interactions of
an individual with peers, neighbors, and role models that influence his
or her attitudes, aspirations, and ultimately behaviors and achieve-
ments.!!

<

An Attempt at Synthesis—
The Investments-in-Children Perspective

Common to all of the perspectives that we have described is the pre-
sumption that the many stimuli that come to bear on children affect the
paths along which they grow and develop. Many of these stimuli take
the form of resources, or the services of resources, to which children
have access, or to which they are exposed. These resources and their
services can be categorized in many ways. They include family financial
resources, such as the income and the things bought with that income;
resources in the form of parental time devoted to children; the emotional
energy spent by parents in fostering and nurturing their children; the
psychosocial resources (e.g., self-esteem, self-efficacy, future-orienta-
tion) that fathers and mothers are able to bring to their parenting role;
and public sector services to which children are exposed, such as those
related to schooling, health care, recreation, police, counseling, and
neighborhood quality or composition.

In all cases, the factors that we have labeled ‘‘resources or their ser-
vices’’ are increased or decreased by decisions made by individuals. For
example, the decision of a parent to work (or to work longer hours) will
increase the level of family income to which a child has access. That
decision may also influence the level of parental time devoted to the
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child. Similarly, parents can choose whether or not to allocate time to
their children, to invest in their own capacity to produce quality parent-
ing services (e.g., by improving their own psychosocial resources), or
to contribute their time to improving the environment in the schools that
their children attend.

Viewed in this way, many of the factors identified in the previous
section as determinants of children’s success can be cast into an eco-
nomic or an investment framework. Whether it is economic deprivation
or socialization or neighborhood characteristics that play the pivotal role
in the development process, the factors that serve as inputs to these
determinants can be altered by individual decisions regarding them.
Such decisions may involve increasing or decreasing the resources—
money and time—devoted to children.!?

If this proposition is true, a corollary is that individual, family, and
public decisions—resource allocation decisions—can affect children’s
success patterns. Such decisions or interventions are properly viewed as
investment-type decisions—they involve the commitment of real labor
and capital resources today in order to secure gains in the future.

Central to this perspective is the proposition that all of the decision
makers relevant to the attainment of a child—society (government), par-
ents, and children themselves—are seeking to maximize their own ob-
jectives or well-being. The decisions that each of them makes reflect
this decision process.

Although we discussed this framework in Chapter 2, relating it to the
more formal economic model from which it derives may be helpful.
This model is the human capital framework of Becker (1981) and
Becker and Tomes (1986), as it is applied to children.

In the Becker-Tomes framework, parents both invest in their children
and enjoy their own current consumption, constrained by family eco-
nomic resources. These resources include both human wealth (the par-
ents’ education and their time, for example) and nonhuman wealth (in-
come or assets). The greater the value of parental resources, the larger
the investment in children and the greater the children’s attainment or
success.

For example, family decisions on the schooling of any particular
child, or adding to the number of children (fertility), can be viewed as
a trade-off between the quantity of children and their quality. Both the
number of children and the quality of each child contribute to the well-
being of the family. Parental economic security when retired, for exam-
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ple, is positively affected by both the number of children that can assist
and support them, and by the capacity and accomplishments of these
children. A child’s success in school, such as an A on a math test,
also provides satisfaction to parents in terms of increased feelings of
well-being.

Similarly, increases in either the number of children or the quality of
each child require resources in the form of both money and parental
time, and these resources are scarce. Hence choices must be made, and
the process of making these choices requires assessment of the contribu-
tion to family well-being of both child quantity and child quality: incre-
ments in either dimension have both costs and benefits. Out of this max-
imizing framework comes the family demand for the number of children
and the schooling (as a proxy for quality) of its children.!?

In much the same way, the choices of children themselves—for ex-
ample, whether or not to drop out of school or to bear a child out of
wedlock as a teenager—are viewed as the outcome of a comparison of
the benefits and costs of the relevant options.

As we detailed in an example in Chapter 2, giving birth out of wed-
lock provides a teenage girl access to welfare benefits, social services,
health insurance, and job-specific training and education, and the poten-
tial benefits that these convey. Such a decision also offers independence
from parental control that may be perceived as oppressive. The costs of
nonmarital childbearing include the sustenance cost of the child, child-
care costs (if schooling or market work is chosen), and the earnings
from employment foregone because of the presence of the child. Other
effects with well-being consequences may include reduced pressure to
attend traditional schools (with potential discipline, failure, and bore-
dom correlates), or to work in unpleasant, low-skill jobs; increased feel-
ings of worth and ‘‘being needed’’; and the ability to form a community
with other young women in like circumstances. The result of weighing
these considerations is the unmarried teenager’s demand for children.

The implications of this synthetic framework for empirical estimation
are clear. To the extent possible, variables reflecting both investments
by society and parents in a child and those reflecting the child’s own
evaluation of costs and gains need to be included in an empirical model
of the decision at issue. This approach argues for a research strategy
that seeks a rich specification of the potential correlates of children’s
attainment. By adopting such an approach, the dangers of assigning ef-
fects to some variable, x, only because another variable, y (which is
closely related to it), is not included in the model, can be reduced.
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RESEARCH ON THE DETERMINANTS
OF CHILDREN’S ATTAINMENTS

Educational, Occupational, and Income Outcomes

The most studied aspect of children’s attainment is clearly education
or schooling. The perception of schooling as an important contributor
to a wide variety of other behaviors and outcomes no doubt accounts
for this emphasis. Various aspects of schooling success are emphasized
in the literature, including test scores or grades, whether or not the child
drops out of high school prior to graduation, years of schooling, and
the character of postsecondary schooling (e.g., vocational training, 2-
year college, 4-year college or university, professional school).

In much of the research on children’s success, the study of the deter-
minants of schooling attainments is but a way station along the road to
understanding the determinants of occupation, earnings, or economic
status. Many of the larger studies of economic attainment view educa-
tion as a prior intervening variable for occupational status and earnings,
and occupation as a determinant or intervening outcome prior to earn-
ings or income. Hence, while the following discussion will be cast pri-
marily in terms of educational attainment, subsequent occupational and
earning attainments lie only slightly below the surface: the primary re-
sults that have been found in studying educational attainment carry over
directly to other and subsequent dimensions of economic status.!4

The Effect of Parental Status on Children’s Attainments:
Research on Social Mobility

Early research on the determinants of educational attainment (and so-
cioeconomic status) was undertaken mainly by sociologists and demog-
raphers, and was largely driven by the question of social mobility: is
the occupational status (or income) of children determined by the status
of their parent’s (primarily their father’s) occupation, or is it relatively
common for children from families with low occupational status to at-
tain high-status occupations (or high income)?

Blau and Duncan (1967) were among the earliest researchers ad-
dressing this question. They relied on a national data set with a limited
set of background variables—education and occupation of parents, race,
and an indicator of growing up in a single-parent family—to explore the
determinants of education and occupational status.'

Duncan and Hodge (1963) had earlier set out the conceptual model
of the socioeconomic process underlying the Blau and Duncan esti-
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mates. This framework viewed family background (e.g., father’s occu-
pation) and education to be the primary determinants of children’s occu-
pational and earnings attainment, with family background having both
a direct effect on occupational status and earnings, and an indirect effect
through education. Education, although determined in part by family
background, also had its own independent effect on the occupational or
income status attained.

The results of the Blau-Duncan study indicated that the son’s educa-
tion was an important determinant of his occupational status, and that
education was the most important channel by which the father’s educa-
tion and occupation influenced the son’s status. They found that the
intergenerational transmission process differed rather substantially be-
tween farm and nonfarm families, and among racial and ethnic
groups. 16

Duncan, Featherman, and Duncan (1972) also used the 1962 OCG
data, but in addition drew upon a variety of other data sources that
allowed them to explore a richer set of determinants of children’s attain-
ment. These data included information on intelligence (IQ), parental
marital stability, migration, and motivation. They also included a some-
what richer set of background variables, such as number of siblings and
farm origin, to understand the determinants of the same outcome vari-
ables. Again, parental attainments were significantly and strongly asso-
ciated with children’s socioeconomic outcomes, while the number of
siblings, nonwhite race, and growing up in a single-parent family had a
negative impact on years of schooling. And, as hypothesized, children’s
schooling was an important determinant of their occupational status, but
schooling was strongly influenced by family background.

These two landmark studies were among the first to document the
quite different educational, occupational, and income determination pro-
cesses affecting nonwhites and whites, suggesting the presence of dis-
crimination at various levels in explaining the differential racial out-
comes.

The importance of the findings from the 1962 OCGI data prompted
a replication of the survey in 1973; these data are known as OCGII.
The primary analysis of this data set was by Featherman and Hauser
(1978). In addition to replicating many of the findings from studies us-
ing the OCGI data, the authors documented changes over the decade of
the 1960s in the effects of various determinants of educational, occupa-
tional, and earnings attainments. The substantive findings from this
study were many, including a reduction in the effect of parental back-
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ground on children’s educational (and socioeconomic) attainment over
the 1960s. The authors concluded that the nation experienced an in-
crease in both ‘‘equality of opportunity’” and ‘‘social mobility’’ over
this period.!”

At about the same time as the OCG studies, a unique panel data set
(a sample of about 9000 individuals who graduated from Wisconsin
high schools in 1957) was assembled and analyzed in an effort to disen-
tangle the interrelationships between family socioeconomic characteris-
tics, mental ability, and a set of psychological variables and schooling
(and, in turn, the effect of schooling and college quality on earnings
and occupational status). The effort here was to expand the domain of
explanatory variables that are likely to contribute to socioeconomic suc-
cess, and hence to estimate more reliably the independent effect of any
single factor.

The results of these studies were presented in an important set of
works, including Sewell and Hauser (1975) and Hauser and Daymont
(1977).'% These studies also employed the basic model of status attain-
ment developed by Blau and Duncan (1967), but extended it by adding
variables describing individual aspirations, the character of the schools
attended, and richer social and family background (including indicators
of parental encouragement and peer and teacher influences).

Again, the basic determinants of socioeconomic attainment were veri-
fied (e.g., parental education, occupation, family structure, and race),
but in addition the important effects of parental attitudes, school charac-
teristics, community size, and peer and teacher influences on the
achievements of children were established.!®

Schooling, Economic Inequality, and Attainment

Related to the work on social mobility is another line of research that
sought to understand the pattern and persistence of inequality in chil-
dren’s educational and economic achievements, and the potential role
of family background and schooling in explaining this persistence.

An early and prominent event in this line of analysis was the 1966
publication of Equality of Educational Opportunity, also known as the
Coleman Report. Perhaps the most important finding of that report—
described by Henry Aaron as ‘‘sensational and devastating”’—was that
the volume of resources devoted to education had very little to do with
the educational achievements (i.e., test scores) of children. This conclu-
sion, it should be noted, did not differ in substance from that of a com-
prehensive review of numerous independent studies done during this
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period conducted by researchers at the RAND Corporation (Averch et
al., 1972).

The themes of the Coleman Report regarding the extent of the dispar-
ities in educational resources devoted to different schools, and of the
effects of these disparities, stimulated both heated debate and a substan-
tial and influential body of additional research.?°

One of the subsequent analyses of the effects of schools on children’s
attainments was a major study by Christopher Jencks and his colleagues
(1972), which relied upon both estimates based on the socioeconomic
life-cycle model and a wide variety of other analyses of the determinants
of success. Their objective was to understand the variation among indi-
viduals in both educational and economic attainments. A central ques-
tion concerned the ability of schools and schooling to override the pre-
sumed powerful effects of family background in determining the
persistently high level of inequality (in education, occupation, and earn-
ings) in the United States.

The findings of the Jencks et al. study had a significant intellectual
and policy impact, in part because of the authors’ discouraging conclu-
sions. Variation in those factors that seemed most difficult to change—
family background, individual intellectual inheritance (e.g., 1Q), and
luck—appeared to account for the bulk of the variation in educational
attainment (e.g., test scores), while other aspects of socioeconomic suc-
cess that seemed far more amenable to change—such as parental eco-
nomic position, school resources, and educational segregation—were
found to play a rather minor role.?! Jencks et al. concluded that school-
ing in the United States fails to reduce inequality in cognitive achieve-
ment and educational attainment (and, hence, income).??

While the 1972 volume by Jencks et al. was the most prominent of
the studies challenging the view that schooling (and, by inference,
school resources) could counter the powerful influence of family back-
ground in determining individual socioeconomic attainments and suc-
cess, several other studies in the 1970s reached similar conclusions.
Included in these were the follow-up study by Jencks et al. in 1979, and
the even stronger results from the research of several radical political
economists. The results from these latter studies led their authors to
conclude that the American educational system both validates and per-
petuates the significant variation among people in cognitive achievement
and educational attainment (and, hence, income inequality).??

These discouraging conclusions are not consistent with the results of
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other research, however. This other research suggests that certain
school-based resources do matter for particular children, that the influ-
ence is not linear (and, hence, was missed in earlier studies), and that
an appropriate allocation of school resources can enable schools to play
a significant role in determining children’s attainments.

For example, Summers and Wolfe (1977) used detailed data on indi-
vidual children followed over several years and found that small class
size mattered for certain disadvantaged children, that teacher’s test
scores were indicators of their likely success in the classroom, and that
more experienced teachers seemed to improve the learning of certain
disadvantaged children. The findings of ongoing research by Ferguson
(1991) are similar: he finds that teachers’ test scores and class size (in
the low twenties or smaller) are important factors influencing student
educational performance.?* Ferguson also finds that such differences in
school resources account for somewhere between one-quarter and one-
third of the variation in student test scores across school districts.2’

One final strain of research on the determinants of schooling (and
labor market) attainments should also be mentioned: that of sibling stud-
ies. A problem that plagues all research on individual attainments is the
potential bias in the measured effects (of, say, parental education) due
to the presence of unobserved and unmeasured aspects of common fam-
ily background characteristics (e.g., parental control, aspirations, moti-
vation, neighborhood characteristics).?¢

An example of an unobserved factor likely to cause bias is an individ-
ual’s genetic endowment. Such endowments are likely to influence ex-
pected increases in productivity due to an increase in schooling. Genetic
endowment is also likely to be associated with parent’s education and
perhaps income. Hence, excluding this factor is likely to cause omitted
variable bias in the coefficients on parent’s education and income in
studies of the determinants of children’s level of schooling.

Some, but not all, of the effects of these common unobserved family
factors can be controlled by modeling the similarity of siblings.?” The
primary focus of this research has been to isolate the ‘‘true’’ role of
observed factors, such as parents’ education and income on their child’s
education, and the true effect of a child’s own education on his or her
later achievements. While research using sibling differences accompa-
nied the development of schooling attainment research from the out-
set,? a large number of such analyses appeared in the 1970s.2

The approaches used include fixed effects and random effects mod-
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els. A review of their findings is in Griliches (1979), who emphasizes
the lack of a consistent pattern of findings from these analyses. Griliches
also critiques the fixed effects approach, arguing that the fixed effects
may underestimate the true relationships.3°

Recent Research on the Determinants
of Children’s Educational Attainments

Research since 1980 on the determinants of children’s educational
attainment has extended the major studies of the 1970s in several direc-
tions. These studies have also paid special attention to those specific
determinants of children’s attainments that reflect current social trends
(e.g., parental divorce and separation, living in a mother-only family,
mother’s work time, and early childbearing). The primary methodologi-
cal advances involve the application of advanced econometric methods
to the data, along with efforts to extend the richness of the environmen-
tal and peer variables, primarily neighborhood and school composition
factors.

A direct extension of the early intergenerational mobility research is
that of Hout (1988), which measured the association between men’s and
women’s socioeconomic outcomes in 1985 with comparable measures
of their origins, and compared these relationships with those found in
1962 and 1973. He concluded that the degree of association had de-
clined by one-third between 1973 and 1985, indicating a substantial in-
crease in mobility. This result was due primarily to an erosion of the
effect of socioeconomic origin on outcome for those with college de-
grees, in conjunction with an increase in the prevalence of those with
higher education.3!

Mare and Mason (1980), Corcoran (1980), and Hauser (1984) studied
the potential biases in the early research due to the problem of measure-
ment error in the family socioeconomic variables (e.g., most of the
early studies used reports by children of the education and economic
status of their families). In addition, a number of studies by economists
have attempted to measure the correlation between parental and chil-
dren’s income and earnings. There is little agreement among these stud-
ies, with the reported correlations ranging from less than .2 (see Becker
and Tomes [1986]) to well over .58 (Behrman and Taubman [1990]).
The larger estimates are obtained when more permanent measures of
income and earnings (e.g., averages of multiple years of observations)
are substituted for single-year observations, and when controls for de-
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mographic structure are incorporated. Most recently, studies by Solon
(1992) and Zimmerman (1992) estimated the extent of intergenerational
correlation in earnings with models designed to correct for measurement
error in father’s lifetime income. Both studies find a correlation of about
.4, suggesting considerably less intergenerational mobility than indi-
cated by some of the earlier studies.

An additional line of research extended the school-related variables
used to explain educational and labor market attainment. Variables de-
scribing curriculum, placement, school and institutional factors, and
participation in extracurricular activities have been measured and uti-
lized as supplements to the standard family and environmental factors in
models of attainment.32 A variety of such factors—for example, teacher
aspirations—were found to have a statistically significant effect on edu-
cational attainment. Other studies have used the Wisconsin data to mea-
sure the differences between genders in the process of educational (and
occupational, but not earnings) attainment.>* These studies found that
important gender differences exist in the effects of post-high-school edu-
cation on the status of the first job, but that these differences erode
during the employment experience. By midlife, the effects of education
on occupational status are similar between genders.

Alwin and Thornton (1984) raised the issue of the duration of expo-
sure by children to various parental and environmental factors, and the
differential effects on schooling attainment associated with exposure to
these factors at different points during childhood—the issue of timing.
Although data weaknesses limited their ability to identify strong differ-
ential effects of various family socioeconomic factors present in early
childhood and late adolescence, their results did indicate that early fam-
ily experiences have a stronger effect than the same experiences later
in childhood.3*

A number of studies have focused on particular circumstances and
events during childhood, and have inquired about the impacts of these
on educational and socioeconomic attainment, controlling for standard
family background and environmental effects. The primary circum-
stances and events studied reflect recent social and economic develop-
ments often thought to have adverse family consequences, including
growing up in a single-parent family or experiencing a change in family
structure (with the measured impacts generally negative and signifi-
cant); the mother’s work time 3¢ (usually with a negative and significant
relationship, perhaps reflecting the fact that mothers with low-earnings
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capacity are more likely to work); early childbearing?’ (again, having a
distinctly negative effect); and the low income or poverty of the child’s
family3® (also negatively related to children’s educational attainment).

Effects of Neighborhood and Peers on Children’s Success

The past three decades have witnessed a continuation of economic
and social decline in the urban neighborhoods in which so many poor
and minority children are concentrated, and in the schools in these com-
munities. Consistent with this change, economists and sociologists have
conjectured that the characteristics of neighborhoods and schools in
which children spend so much time affect their attainments. While re-
search interest in neighborhood effects is recent, the basic idea has a
long history among developmental psychologists, whose ecological
models view individual development as the product of the interaction of
personal traits and a variety of ‘‘ecosystems’’: family, relatives, peers,
community, schools, and the welfare/criminal justice systems.>”

Current research on the potential influence of neighborhoods on chil-
dren’s attainments stems largely from the writings of William Julius
Wilson in the early 1980s. In his 1987 book, Wilson suggested a pro-
cess by which neighbors’ status, performance, or values can lead to a
concentration or growth of joblessness and dependence. Growing up in
areas with a high prevalence of nonemployment, transfer recipiency,
nonlegal activities, and nonmarital houscholds may lead to the internal-
ization of these outcomes as normal, acceptable, or inevitable. As a
result, individual motivation and drive are reduced, and the pattern of
present gratification, dependence, and weak labor-force participation is
intensified.

Substantial research has focused on the role of adverse neighborhood
and environmental factors on child outcomes. Although it would be dif-
ficult to claim a rigorous theoretical basis for this interest and these
studies, social science researchers have offered several speculations as
to how neighborhood characteristics might influence children’s out-
comes.*

In the view of some observers, individual children or youths are in-
fluenced by the behavior and status of those with whom they socialize,
affiliate, or accept as role models. Hence, the behavior and values of
children’s friends, the parents of friends, the friends of parents, neigh-
bors, and acquaintances alter their perceptions, influence their behavior,
and structure their norms, in much the same way as do the behavior and
values of parents themselves. In short, a good neighborhood environ-



A TOUR OF RESEARCH STUDIES 67

ment confers benefits on the children that grow up in it. This view is
described by various writers as conforming to either ‘‘contagion theory’’
or theories of ‘‘collective socialization.’” !

An alternative view is that growing up in a ‘‘good’’ neighborhood
may have an adverse effect on a child, especially if the child is from a
poor or minority family. In this view, poor children growing up in more
affluent neighborhoods may view themselves as being in competition
with those in their social network. Such competition may be viewed as
‘‘zero-sum,’’ in the sense that a fixed stock of community resources is
to be divided up among competitors. As a result, a poor or minority
child in such an environment may become discouraged or hostile. Such
a perspective is related to simple envy—those feelings of hostility as
the child compares his or her own economic status with that of his or
her better-off peers or neighbors. A common example of this phenome-
non is the potentially discouraging effect on grades and class rank that
may be experienced by a poor child attending an affluent school, as
compared with attending a school populated by other poor children. Un-
like alternative perspectives, the logic of these theories (known as
“‘competition’’ or ‘‘relative deprivation’’ theories) suggests that the
presence of middle- or upper-class peers or neighbors can lead to nega-
tive behaviors or diminished performance by low-income or minority
children or youths.

Published empirical research on the role of neighborhood effects has
not been extensive, although emphasis on the potentially powerful role
of these factors has stimulated a number of recent studies.*? The pri-
mary studies are those by Datcher (1982), Crane (1991), and Corcoran
et al. (1992).43

Datcher (1982) studied a sample of about 550 urban males aged 13—
22 in 1968 and analyzed their educational attainment 10 years later,
when they were 23-32.% After controlling for parental age, education,
income, educational aspirations, the number of children in the family,
region, and community size, she found that the characteristics of the
youth’s neighborhood (zip code) had an important and significant effect
on the years of education attained. A 10 percent increase in the neigh-
borhood’s mean family income was related to about a tenth of a year
of additional schooling for both blacks and whites. The effects of the
neighborhood’s racial mix were a good deal less robust, but implied
that having more whites (African-Americans) in the neighborhood in-
creased the schooling attainment of African-Americans (whites)—sug-
gesting gains to both groups from racial integration.
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Corcoran et al. (1992) also used PSID data and chose zip codes as
the neighborhood unit. Her sample was aged 10-17 in 1968, included
females as well as males, and controlled for a richer set of background
and neighborhood variables than did Datcher’s sample. The outcome
variables studied by Corcoran et al. were educational attainment and
earnings in young adulthood. Again, the results indicate that growing
up in a good neighborhood contributes to years of schooling, ceteris
paribus. Moving from an average African-American neighborhood to
an average white neighborhood was estimated to add about .4 years of
schooling to the typical male, a larger effect than that estimated by
Datcher.*

Crane (1991) used a unique 1970 Census data set that permitted the
characteristics of about 1500 neighborhood residents to be matched to
information on children 16—18 years old and their families. Failure to
complete high school was the dependent variable in Crane’s study. After
controlling for a standard set of family characteristics, he found that the
neighborhood’s social and economic status, proxied by the percentage
of workers with professional and managerial occupations, positively and
significantly influenced the probability of graduating from high school.
Consistent with his epidemic hypothesis, Crane concluded that the very
worst neighborhoods had distinctly large adverse effects on the probabil-
ity of high-school completion.

In addition to these studies of neighborhood effects, two more recent
analyses should be mentioned.*® A unique collaboration involving econ-
omists and developmental psychologists has investigated the effect of
the socioeconomic characteristics of neighborhoods on the outcomes of
both young children (emphasizing cognitive functioning as reflected in
intelligence tests and behavior problem indicators, and using the Infant
Health and Development Program sample) and adolescents (emphasiz-
ing teenage out-of-wedlock births and dropping out of school, and using
the PSID).#” The design of the study allowed the researchers to examine
the effects of neighborhood (and family) characteristics on children at
two different points in the life cycle—early childhood and adoles-
cence—and to compare these effects.

Focusing on the adolescent portion of the study (as it compares most
closely with our own results presented below), the researchers con-
trolled for differences in the ratio of family income to the family’s pov-
erty line when the youth was age 14, the mother’s schooling, the race
of the family head, and whether or not the family was headed by the
mother when the youth was age 14, in obtaining estimates of the effects
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of neighborhood characteristics. An intervening variable reflecting the
mother’s perception regarding her ability to control her life (‘‘locus of
control’’) was also included. The neighborhood variables were chosen
to reflect the effects of social isolation on individual behavior, and in-
cluded the fraction of families in the child’s age-14 neighborhood with
incomes of less than $10,000 or more than $30,000.4

Simple regressions indicate that having middle-class neighbors sig-
nificantly decreases the probability of dropping out of school and having
a teenage out-of-wedlock birth. This relationship persists in the case of
the childbearing variable, even after the family-level effects are con-
trolled for.** When a variable measuring the percentage of mother-only
families in the neighborhood (taken as an indication of the inability of
the neighborhood to monitor teenage behavior, or as reflecting the effect
of a welfare culture on teenage behavior) is included, it too has a sig-
nificant and large positive effect on both the probability of dropping out
of school and having a teenage nonmarital birth. Finally, the variable
indicating the mother’s locus of control had a statistically significant
effect on both the school completion and nonmarital teenage birth out-
comes. When the interactions among neighborhood characteristics and
maternal locus of control are explored, the authors conclude that the
data support William Julius Wilson’s hypothesis that ‘‘isolation from
middle-class and two-parent family neighbors reduces maternal sense of
control which, in turn, makes more likely teenage behavior problems
such as out-of-wedlock births.”” (p. 24)

The second recent study of the effects of neighborhood and peer char-
acteristics and behavior is based on a 1989 National Bureau of Eco-
nomic Research survey of 1,200 youths in three high-poverty Boston
neighborhoods in the tight labor market period of early 1989.% Six out-
come variables are analyzed: criminal activity, illegal drug use, nonmar-
ital childbearing, labor market activity, school attendance, and church
attendance. The family background variables are the standard indicators
of race, sex, age, single-parent home, and parental education. In addi-
tion, data on family members in jail or with a drug/alcohol problem,
nonmarried parents, and family religiosity were included as variables.
The authors find that specific characteristics (such as criminal activity)
of parents or families are closely related to similar behaviors for youths.
Even with the inclusion of the other background variables, the race and
gender variables are often significant and with the expected sign (e.g.,
females are less likely to be involved in crime and drugs, more likely
to be single parents and idle; African-Americans are more likely to be
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involved in crime and to be single parents, and less likely to drop out
of school).

The unique characteristic of the study is the creation of individual-
specific variables that indicate the behavior of youths in narrowly de-
fined neighborhoods surrounding each youth. Estimates using these vari-
ables suggest that, even with the family background variables included,
similar peer (or neighborhood) behaviors have a significant effect on
criminal activity, drug/alcohol use, church attendance, and idleness.
This result holds even after statistical adjustments for potential simulta-
neity bias are included in the estimates.

Taken together, the studies lend substantial support to hypotheses re-
garding the impact of neighborhoods and peers on youth achievement.
While the results are not always consistent across studies, they do sug-
gest that efforts to understand how youths succeed must consider the
role of those peers and neighbors with whom they interact and
identify !

Effects of School Composition on Educational Attainment

Recent research on the determinants of educational attainment has
also investigated the effect of student body composition of the schools
that students attend on those students’ attainment. The most recent ex-
ample of this research is that of Mayer (1991), which uses microdata
on 26,000 students from the High School and Beyond Survey. The stu-
dents were in the 10th grade in 1982. Mayer’s purpose is to examine
the effects of the schools’ racial and socioeconomic composition on the
probability that students will graduate.

Identifying the independent effect of student mix in schools requires
that reliable measures of the characteristics of the students, their par-
ents, their upbringing, and the neighborhood in which they have grown
up be included in the analysis. Mayer includes in her analysis variables
measuring parental education, father’s occupation, home ownership,
owning two or more cars and a dishwasher (all combined in an index
of parental socioeconomic status, or SES), whether the students lived in
female-headed households in the 10th grade, the students’ 10th grade
math scores and educational expectations, and their race and ethnicity.>?

When these factors are controlled for, school mix—its SES and
African-American and Hispanic proportions—were found to have the
expected effects. Other things being equal, attending a school with stu-
dents from high SES families and with fewer minority students is asso-
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ciated with an increase in the probability of staying in school until grad-
uation. Moreover, Mayer found that these mix effects varied
substantially across student SES categories. In general, the effect of the
SES level of the school on the probability of dropping out was far
stronger for students from low SES families than for those from high
SES families.”

Mayer then uses these estimates to simulate the effect of reducing
both school-based SES inequality and racial/ethnic segregation (homog-
enization) on the overall dropout rate. Surprisingly, SES desegregation
is likely to have a small effect on overall dropout rates—the gains in
school retention experienced by low SES children would be offset by
increases in dropouts by high SES children. Conversely, racial/ethnic
desegregation would tend to increase the overall dropout rate.>*

Welfare Recipiency

Although most of the research on the determinants of socioeconomic
status and earnings has focused on individual attainments—level of
schooling, occupational status, and individual earnings—family-based
outcome indicators have also been studied. One of the most studied of
these outcomes is that of welfare dependency: living in a family that is
dependent on welfare benefits for income when a young adult. In this
section, those studies that have investigated this outcome are described
and their results discussed.

The basic question that has motivated this research concerns the ex-
tent to which welfare dependency is intergenerationally transmitted: do
the daughters of mothers who are dependent on welfare tend to become
welfare recipients themselves? Rein and Rainwater (1978) and Hill and
Ponza (1984) are the earliest studies of this relationship. Hill and Ponza
used PSID data, and after controlling for a variety of family background
characteristics, found a statistically significant but quantitatively small
impact from growing up in a household receiving welfare on the indi-
vidual’s welfare experience later in life.>

More recent studies, however, have found a stronger relationship.
Duncan, Hill, and Hoffman (1988), also using PSID data, found evi-
dence that girls aged 13—15 in welfare-dependent families were substan-
tially more likely to receive welfare when they were aged 21-23 than
were teenage girls who grew up in families with a weaker attachment
to welfare income. The wide diversity of outcomes among girls growing
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up in all types of family is noted by the authors: indeed, nearly two-
thirds of the girls who grew up in highly welfare-dependent families
experienced no dependence on welfare.%¢

The research strategy followed by Duncan, Hill, and Hoffman
(1988)—observing the receipt of welfare by mothers at the beginning of
a panel of longitudinal data and relating this to the daughter’s receipt
later in the panel—has been pursued in a number of other studies of
intergenerational welfare dependency. These studies generally find a sta-
tistically significant relationship between mother’s welfare receipt and
daughter’s recipiency.”’

Solon, Corcoran, Gordon, and Laren (1991) use data on a sample of
sisters to test the strength of the effects of common family background
on welfare program participation. They find an extremely high degree
of resemblance among sisters in the receipt of welfare, and a high de-
gree of intergenerational welfare resemblance. The former effect, which
controls for a more comprehensive array of common family characteris-
tics, was stronger than the latter relationship.”®

Gottschalk (1992a and 1992b) has explored the intergenerational wel-
fare transmission process using a longer observation period for mothers;
he also excluded families who were never eligible (or near eligible) for
welfare. Both of these procedures represent methodological improve-
ments on prior studies of intergenerational welfare transmission. His
results suggest that parental participation in welfare is correlated with
daughters’ participation, and that even when parental income and eligi-
bility are controlled for, substantial intergenerational transmission of
welfare participation remains.

And finally, Duncan and Hoffman (1990a) find that, for African-
American teenage mothers, parental welfare receipt around the time of
the teenage birth increases the probability of being a welfare recipient
at age 26, after controlling for differences in both family background
and the attainments of siblings.

While these studies have investigated the determinants of whether or
not a young adult becomes a welfare recipient, other research has fo-
cused on the duration of (or dependence on) welfare of those who be-
come recipients. Among the studies relying on either microdata from
the PSID or the National Longitudinal Survey of Youth, the generosity
of state welfare benefits, number of children, early childbearing, labor
market opportunities, previous work experience, education, and whether
or not the woman had been previously married have been found to be
significantly related to welfare duration. Most of these studies found
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that African-American recipients remained on welfare for significantly
longer periods than white recipients, even after controlling for a wide
variety of other factors.>’

Childbearing and Marital Stability

A variety of reproduction and marital stability behaviors are generally
accepted as indicators of the success of the transition to adulthood.
These include having a teenage out-of-wedlock birth, or early childbear-
ing, more generally; early marriage; and marital dissolution. Most re-
cent empirical research has focused on the teenage out-of-wedlock birth
outcome, since this event is viewed as having serious implications for
the long-run well-being of both the mother and the child.®

Teenage Out-of-Wedlock Births

Demographic studies in the 1960s and 1970s, using data from the
1950s and 1960s, focused on a variety of marital and reproductive be-
haviors other than teenage nonmarital births, often with the goal of test-
ing the hypothesis that marital instability and out-of-wedlock childbear-
ing is intergenerationally transmitted. One of the earliest studies of the
determinants of adolescent nonmarital births is Hogan and Kitagawa
(1985), who also review the preceding literature on this issue, much of
which is ethnographic in character.%!

This early research suggests that teenage women who are African-
American, who live in lower socioeconomic class families, who reside
in neighborhoods characterized by instability in employment among
male youths, and who have grown up in large, mother-only families or
who have sisters who have given birth out of wedlock are more likely
to become teenage mothers than those with other characteristics. Hogan
and Kitagawa note that this research has largely ignored ‘‘the impact of
family factors, social and economic characteristics, and neighborhood
influences’” (p. 832), in part because the data used tend to be too crude
to describe adequately, and hence control for, the family and personal
circumstances that affect the decisions of teenagers.

In their own study, Hogan and Kitagawa estimate the determinants
of nonmarital births in a sample of 1000 African-American teenage
women in Chicago in 1979. Using a variety of statistical methods and
numerous control variables, they found that pregnancy rates among
these teenagers were positively related to having parents who were not
married, the number of their siblings, the low economic status of the



74 SUCCEEDING GENERATIONS

family, low parental control of dating, and having a sister who is a
teenage mother.%?

More recent studies of this outcome are Antel (1988) (using data
from the National Longitudinal Survey of Youth [NLSY] 1979-1986 in
a bivariate probit specification designed to control for possible unob-
served family-specific heterogeneity), Plotnick (1990), and Lundberg
and Plotnick (1990a) (also using the NLSY, but adding to the survey
data information on state welfare policy, state family planning policy,
and the socioeconomic environment proxied by characteristics of the
girl’s school), and Duncan and Hoffman (1990a) (using data on African-
American teenagers from the PSID to model teenage nonmarital births
as a rational choice made after comparing income opportunities with
and without such a birth).5

A number of consistent findings concerning the correlates and deter-
minants of teenage out-of-wedlock births emerge from these studies.
They include: (1) the importance of racial differences in the prevalence
of teenage nonmarital births, even after controlling for a variety of so-
cioeconomic, attitude, family circumstance, neighborhood, and urban-
rural factors; (2) the importance of a variety of risk factors (growing up
in a disrupted family, having parents with low levels of educational
attainment, living in central cities, close parental supervision, and hav-
ing a sibling who is a single child-bearer), in addition to race and eth-
nicity; (3) the effect of easily accessible contraception and abortion ser-
vices in reducing teenage nonmarital childbearing for whites; and (4)
the uncertain effects of a number of important and oft-speculated vari-
ables on this outcome, including the generosity and lenience of welfare
programs, and the welfare participation and work status of the mother
of the teenage woman when she was growing up.%*

Marital Instability

A number of studies have investigated the correlates of marital and
cohabitational patterns among young adults, with most of the analyses
focusing on the intergenerational transmission of these patterns. The pri-
mary question has been: Does the breakup of the family of young adults
when they are children (or does growing up in a one-parent family)
have an independent effect on the marital experiences of young adults,
after controlling for family background characteristics and other rele-
vant factors?

Numerous theoretical linkages suggest an intergenerational pattern of
marital experiences. These include linkages through: (1) economic re-
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sources or status attainment (single-parent families tend to have fewer
economic resources than do intact families); (2) educational attainment
(children growing up in single-parent homes tend to have lower levels
of schooling, with schooling being an alternative for marriage or cohabi-
tation); (3) parental social control (single parents tend to have less time
to monitor and socialize children); (4) earlier maturation (children grow-
ing up in single-parent households tend to be assigned responsibilities,
rights, and authority earlier than those in intact families); and (5) atti-
tudes regarding nonmarital sex, cohabitation, early marriage, and mari-
tal dissolution (children growing up in a disrupted family—or in a fam-
ily that married early, or that married postpregnancy, or that remarried
after divorce—are likely to have distinct attitudes toward marriage, co-
habitation, and marital dissolution).%?

Although a number of union formation outcomes have been studied
(cohabitation, marriage, marital disruption, remarriage), we limit our
discussion to the marital breakup outcome. Nearly all of this research
has been of the intergenerational variety, seeking to measure the extent
to which experiencing a parental divorce as a child (or growing up in a
single-parent family) has an independent effect on a person’s own mari-
tal stability. While much of this research has relied on the recollections
of adults regarding the circumstances in which they grew up—in partic-
ular the structure and status of their families—a few studies have em-
ployed longitudinal data to evaluate this relationship.

In most cases, the variable of interest (parents divorced, or growing
up in a single-parent family) has been significantly associated with im-
portant ‘‘union’’ events of the adult child (as well as with a number of
adult psychological well-being outcomes that are typically included in
these studies), even after controlling for important family background
and economic status factors. A standard result is that found in a recent
study based on a detailed survey of about 1200 adults, 152 of whom
experienced a parental divorce or permanent separation prior to age 18
(Amato and Booth, 1991). Although the sample size is rather small, the
researchers found that growing up in a divorced family (relative to a
“‘very happy intact’’ family) was associated with higher levels of spou-
sal disagreements, marital problems, marital instability, and divorce,
after controlling for parental education, occupation, age, race, and
gender.

Two other more recent analyses using large data sets should be men-
tioned. The study by Glenn and Kramer (1985) used pooled data from
11 national surveys conducted by the National Opinion Research Center
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from 1973 to 1985, and found that the divorce and/or separation rate
for white women (men) who grew up in a divorced family was 60 (35)
percent greater than that for their race-gender counterparts who grew up
in an intact family. The standard parental background variables were
also included in these results, although they were fairly limited in
number.

Finally, the study by McLanahan and Bumpass (1988) should be
noted. Using data on nearly 8000 women aged 15-44 from the 1982
National Survey of Family Growth, these researchers investigated the
effect of family structure while a child on five marital or reproductive
outcomes, including divorce and remarriage. Background variables in-
clude parental education, religion, region (and in some specifications,
the woman’s own education), and the major independent variables of
interest include living arrangements prior to age 14, family status at age
14, and the reasons for family disruption if such occurred (family in-
come was not available on the data set). Using hazard rate models to
adjust for right-side truncation, family disruption during childhood was
found to be significantly related to all of the marital or reproductive
outcomes, including marital disruptions. Indeed, white (African-
American) respondents who grew up in a single-parent family (because
of either divorce/separation or nonmarital birth) were 77 (32) percent
more likely to experience marital disruptions than were daughters who
grew up in two-parent families.5

THE DETERMINANTS OF CHILDREN’'S SUCCESS:
A SUMMARY

An enormous body of social science research has been directed toward
understanding the processes by which children pass through adolescence
into adulthood. What factors determine why some children filter to the
top of the distribution of outcome rankings, while others are rather mid-
dling in their achievements, and still others experience very little
success?

Attempts to answer this question have identified a wide variety of
indicators of achievement or success—from cognitive and behavioral
indices and scores, to schooling levels, to employment and earnings, to
reproductive behavior, to interpersonal relationships (e.g., marriage), to
dependence on public transfers, to social and psychological adjustment.
As with the indicators of success, numerous hypotheses (or theories or
models) have guided this research: in the previous section, we identified
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several of these perspectives. Exploration of this attainment process has
occupied scholars in sociology, developmental psychology, and eco-
nomics, almost always using discipline-specific theoretical and method-
ological approaches.®’

Our review of this research has concentrated on studies with particu-
lar characteristics. We emphasized studies that measured children’s at-
tainments when they were young adults, and that focused on education,
earnings, welfare recipiency, and marital and reproductive outcomes.
Nearly all of this research involved statistical estimates over large sam-
ples of individuals, often employing longitudinal data sets. We enter-
tained studies designed to test nearly any economic or sociological hy-
pothesis.

The results reported in our review are numerous and not always con-
sistent. Moreover, they vary widely in their reliability. Here, we sort
out the most salient and robust findings and present them in a series of
brief propositions that may not always do justice to their subtleties.

The massive literature on social mobility and status attainment estab-
lished firmly the linkages between family background and occupational
status, as they are mediated by the education level of the individual.®®
In particular:

1. The background of the family (size, race, occupation and education
of the parents, stability, and structure) in which children grow up has
a significant independent influence on their ultimate occupational at-
tainment.% Parental schooling and occupational status are robust and
persistently related to a wide variety of outcomes.

2. These background characteristics heavily influence the schooling and
training attained by an individual; individual educational attainment
also appears to have an independent effect on labor market attain-
ments.”®

3. When additional mediating variables such as measures of intelligence,
motivation, and parental and teacher encouragement are added to the
analysis, they too, like schooling, contribute to explaining the varia-
tion in attainment and mediate the influence of family background on
the variation in attainment.

4. Differences in labor market attainments between African-Americans
and whites cannot be explained by differences in family background,
schooling, motivation, or intelligence measures. Educational, occupa-
tional, and wage discrimination would appear to play an important
role.

5. Differences in the quality of schools appear to have a relatively small
effect on the variation in attainment when crude measures of school
quality are employed; studies using more specific and detailed school
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quality measures find statistically significant and positive effects on at-
tainment.

6. No more than 40—50 percent of the variation in outcomes (of a variety
of sorts) can be explained by family background, motivation, intelli-
gence, schooling and training, parental/teacher encouragement, and
school quality. Other factors—labelled ‘‘luck’” by some—play an im-
portant role.

More recent research on the determinants of attainment has proceeded
in two main directions. First, additional measures of attainment have
been introduced, both as surrogates for ultimate success and of interest
in their own right. Distinct literatures seeking to explain differences in
education, earnings, poverty status (incorporating both individual earn-
ings and family size/structure), dependence on public transfers, and
childbearing out of wedlock have grown up and flourished.

Second, by relying on richer data sources and more advanced statisti-
cal methods, children’s exposures to additional environmental circum-
stances and events (e.g., parental separations, mother’s work time, pa-
rental welfare recipiency, and school and neighborhood characteristics)
have been introduced as determinants of attainment. This more recent
research can be thought of as attempting to reduce the enormous unex-
plained variation in outcomes referred to as ‘‘luck.”””!

The primary findings from these more recent research efforts include
the following:

1. Growing up in a single-parent family (or experiencing a parental sepa-
ration or divorce) appears to have a negative effect on educational
attainment, with a larger effect being recorded for African-Americans
than for whites. Some of these adverse effects can be avoided by
increased parental monitoring and encouragement. Adverse effects of
these factors on the probability that a girl will have a nonmarital birth
or experience a dissolved marriage are also recorded.

2. Growing up in a family in which the mother works seems to have a
slightly adverse effect on educational attainment, suggesting either
that the negative effect of the loss of child-care time outweighs the
positive effect of the additional family income, or that mothers with
low-earnings capacities have been more likely to work. The mother’s
work status does not appear to have an effect on the probability that a
girl will have a teenage out-of-wedlock birth or be a welfare recipient.

3. Early childbearing by the mother is associated with reduced achieve-
ments by her children, indicating that very young mothers are less
effective in child rearing than older mothers or that early childbearing
constrains education or creates family stress.
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4. Growing up in a poor or low-income family is negatively associated
with educational and labor market attainments, suggesting that limited
economic opportunities while a child increase the chances of low eco-
nomic attainment. Being poor as a child also has an independent and
positive effect on the probability of having a teenage nonmarital birth
and of being a welfare recipient.

5. Growing up in a family that was dependent on welfare increases the
probability that a girl will herself be a welfare recipient, holding con-
stant the income level of the girl’s family: the source of income as
well as its level appears to affect children’s success. Growing up in a
welfare family has little effect on the probability that a girl will have
a teenage birth out of wedlock.

6. Growing up in a neighborhood with ‘‘good’’ characteristics (more ed-
ucation and income; less poverty, unemployment, and welfare recipi-
ency) tends to increase schooling and earnings and decrease the proba-
bility of an out-of-wedlock birth or involvement in crime or substance
abuse. There is some evidence of increasing negative marginal effects
of poor neighborhood quality.

7. The economic and racial characteristics of those with whom children
attend school affect their attainments, with the effects being stronger
for African-Americans and those from low SES families: attending
a school with students from higher income/status families increases
educational attainment; attending a school with a higher proportion of
minority students reduces attainment. These effects suggest uncertain
results on attainments from increasing economic or racial diversity
in schools.

8. When family background, events, and circumstances are controlled
for, belonging to a racial minority appears to have a positive effect
on educational attainment; but belonging to a racial minority remains
positively related to welfare recipiency, welfare duration, and the
probability of having a nonmarital birth.

9. Economic incentives and opportunities (e.g., labor market opportuni-
ties, available income support if not working, and contraception and
abortion availability) appear to influence a variety of behaviors and
outcomes, including earnings, welfare recipiency, and the probability
of a teenage nonmarital birth. While estimates of the effect of these
variables typically have the expected sign, and are often statistically
significant, the magnitude of their impacts is often quite limited.

THE DETERMINANTS OF CHILDREN’S SUCCESS:
SOME ITEMS ON THE RESEARCH AGENDA

As our tour through the research literature on the determinants of chil-
dren’s success has shown, much has been learned during these 25 years
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of active investigation. Studies have moved from reliance on group
comparisons using published data to cross-section survey analyses with
but few explanatory variables and simple models, to analyses of cross-
section and longitudinal data bases with information on family back-
ground and environments and experiences early in life that are suffi-
ciently rich to allow a wide variety of hypotheses to be explored (if not
rigorously tested).

Data describing the characteristics of the neighborhoods and the
schools in which children grow up have been merged with basic house-
hold data, permitting still richer analyses. Statistical methods have been
developed to permit more confidence that the relationships observed re-
flect causation rather than simply correlation, and to enable researchers
to work reliably with longitudinal data afflicted with censoring problems
and missing information. More recently, developmental psychologists
and, especially, economists have become involved in using large-sample
survey data in ‘‘macro’’ studies of the processes that generate high-
quality children. With this diversity of disciplines, the range of hypothe-
ses and theories of the determinants of children’s success has flowered.

Still, looking back on the status of this literature that we have re-
viewed, it is clear that there is still much to be learned. The following
list of items still on the research agenda is designed more as a road map
for future work in this area than as a critique of work done heretofore.

1. Longitudinal data, tracing large and national samples of children and
their families over time, have become the cornerstone of research in
this area. Yet few data sets contain information covering a sufficiently
long sweep of time to enable borh detailed family/neighborhood/
school circumstances during childhood and an assessment of attain-
ments and performance during young adulthood to be recorded. As a
result, studies have often had to rely on observations of circumstances
and events in late adolescence as proxies for the full range of child-
hood exposures.”?

2. This time-limited data problem has forced researchers to make statisti-
cal adjustments (often of a somewhat arbitrary character) for the trun-
cation (or censoring) of important variables in models of children’s at-
tainments.

3. The same duration-constrained data problem has limited the ability of
researchers to study effectively the timing effects of a variety of child-
hood events and circumstances, and to understand whether particular
circumstances have a cumulative effect on outcomes (and if cumula-
tive, whether the relationship is linear or nonlinear). As a result, nu-
merous hypotheses regarding the differential impacts of particular (of-
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ten stressful) events occurring at various times during children’s lives
(e.g., early childhood versus adolescence) have not been tested con-
vincingly.”?

. While longitudinal data on children and their families have become
increasingly rich over time, some important gaps in information re-
main. Most social scientists now seem to accept the proposition that
parental self-perceptions and self-esteem, parental expectations for
and monitoring of children, and parental time spent with children are
likely to have an important effect on the children’s motivation, behav-
ior, and attainments. Information on these parental psychological vari-
ables is sparse, at best.

While gains in tying neighborhood information to children’s records
have been substantial, contemporaneous data rather than those interpo-
lated from decennial census information would be superior.”

Little is known about the characteristics and qualities of the schools
that children attend in the large national longitudinal data sets most
often used for this research.

Finally, the behavior and attainments of the siblings of children
(e.g., their marital, crime, substance abuse, reproductive, and labor
market experiences) may well have an important and independent ef-
fect on their attainments. In addition, such information can be used as
proxies for information on parental and family environment effects
that are unmeasured or unobserved.

. An important hypothesis is that individual behavior and performance
responds to available opportunities and incentives. The implication of
this economic perspective is that choices made by children, youths,
and young adults regarding schooling, marriage, childbearing (in and
out of marriage), working, and welfare recipiency are influenced by
the relative opportunities available (and implicit ‘‘prices’’ reflected) in
organized labor markets, informal labor markets, marriage markets,
and public program markets. However, characterizing these opportu-
nity sets and prices is exceedingly difficult. Advances in testing these
economic hypotheses could be made if improved information on rele-
vant labor markets, gender ratios, and available public transfers were
tied to information on families, neighborhoods, and schools.

. A puzzling statistical problem arises as information describing the en-
vironments (family, school, and neighborhood) in which children
grow up and the events/circumstances that impinge upon them (e.g.,
parental incarceration, geographic moves) becomes increasingly rich.
While each of these environmental characteristics and event/circum-
stances are important in their own right, they are by no means inde-
pendent of each other. For example, a father’s incarceration, parental
divorce, living with a single parent, a mother’s employment, poverty
status, and welfare recipiency may all influence the behavior and at-
tainments of a child. Yet, these separate individual variables are quite
likely to be correlated with each other. Without data of prohibitive
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size and cost, it is very unlikely that these separate influences can be
accurately identified.

This issue also raises questions regarding the maintenance of com-
monly accepted conventions for concluding that results are reliable
(e.g., .01 and .05 significance levels). It seems to us that the case for
reporting—and emphasizing—results that are significant at lower lev-
els of significance (say, .25) are warranted. After all, as individuals
we make many important life decisions on information in which we
have far less than 75 percent confidence.”

One final point should be mentioned. One of the most severe diffi-

culties faced in teasing out robust conclusions from the very large body

of research studies that we have reviewed is the lack of consistency in
data, variable definitions, model specification, and interpretation. While

no technique for combining the findings from many diverse studies
gains universal applause, we have found the few meta-analyses that
have been done in this research area to be helpful in understanding
which measured relationships have sufficient consistency in sign, sig-
nificance, and magnitude to be labeled robust.”® We encourage addi-
tional work along this line.

NOTES

1. See Collette (1979), Kelly and Wallerstein (1979), and Weiss (1979).

. Although this perspective is closely related to our investment-in-children
framework, our perspective emphasizes the level of resources of all forms
that contribute to children’s success and not just the lack of family eco-

nomic resources.

. See Hetherington (1972). Chase-Lansdale and Hetherington (1991) review

the literature in this area.

. See Bronfenbrenner (1979, 1989); Furstenberg, Nord, Peterson, and Zill
(1983); Elder (1985); Hetherington and Camara (1984); and Lerner (1984).

This perspective has been defined by Bronfenbrenner (1989) as follows:

The ecology of human development is the scientific study of the pro-
gressive, mutual accommodation, throughout the life course, be-
tween an active, growing human being, and the changing properties
of the immediate settings in which the developing person lives, as
this process is affected by the relations between these settings, and
by the larger contexts in which the settings are embedded. [p. 188;
emphasis in original]

. See Elder (1974).
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See Miller and Turnbull (1986), Newman and Newman (1978), Carver and
Scheier (1981), Pearlin and Schooler (1978), and McCubbin et al. (1980).

. In addition to these more specific conjectures and hypotheses, other writ-

ings have suggested broader and more inclusive frameworks for studying
the determinants of children’s success. For example, Bronfenbrenner
(1989) lumps together all of those models emphasizing the effects of envi-
ronmental factors (e.g., socialization, economic deprivation) into a cate-
gory that he calls ‘‘social address’’ models. He states:

3

Among the most common ‘‘social addresses’’ appearing in the re-
search literature are the following: social class, family size and ordi-
nal position, rural vs. urban residence, differences by nationality or
ethnic group, and, more recently, what I have referred to as the
“‘new demography’’-~—one vs. two parent families, home care vs.
day care, children in private vs. public schools, mother’s employ-
ment status, how many times remarried, or—perhaps soon, the num-
ber of hours the father spends in child care and household tasks, or
homes with and without computers.”’ [Bronfenbrenner and Crouter
(1983), p. 193]

He contrasts these with a ‘‘personal attributes model’’ that views develop-
ment as a function of the characteristics of the individual at an earlier age,
and a ‘‘person-context model’’ in which characteristics of both the person
and the environment are taken into account jointly.

See Hetherington, Camara, and Featherman (1983).

. Macaulay (1977) presents the essence of this theoretical position most ex-

plicitly. The welfare culture hypothesis is related closely to the economic
deprivation, or culture of poverty, framework, in that both perspectives
suggest that poverty or welfare receipt have negative effects on personal
adequacy, independence, and self-esteem.

See Rutter (1980).

This perspective has been recently emphasized in the writings of Wilson
(1981, 1987), and explored in the review by Jencks and Mayer (1990).
See also the discussion below.

Indeed, even the least economic among these determinants—for example,
the extent of contact with positive role models or the incidence of stressful
events (or the psychological resources to cope effectively with them)—
would seem to be amenable to change through altering the level of re-
sources devoted to producing the services to children that they represent.

See Becker and Lewis (1973) and Hanushek (1992).

As a result, we use the term ‘‘socioeconomic attainment’’ in much of the
following discussion and interpret this term as encompassing education,
occupational status, and earnings or income.

The data set employed in this study was from a special sample survey,
Occupational Changes in a Generation (OCG), conducted as an adjunct to
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the March 1962 Current Population Survey of the U.S. Census. It was
composed of about 21,000 males aged 20—64 and was weighted to repre-
sent the 45 million U.S. men in this age range.

They concluded that racial discrimination affects occupational allocations
between whites and nonwhites, but not between whites of different ethnic
backgrounds.

In particular, the OCG studies concluded that while the effect of family
background on the son’s attainments is statistically significant, its quantita-
tive impact is rather small. Only about 10 percent of the variation in the
son’s occupational attainment is explained by family background character-
istics (net of other characteristics), and this effect declined between the
two OCG studies. The variation in the son’s own education explained
about one-third of the variation in his occupational attainment, and this
effect appeared to be increasing over time. Variation in the remaining (and
unspecified) factors—including a wide variety of unmeasured family fac-
tors (e.g., parental separation, family income, family welfare recipiency),
school and neighborhood quality variables, and individual ability and moti-
vation factors—accounted for the remaining variation in the achievement
variable.

These conclusions, emphasized in Featherman (1979, 1981), have been
challenged from a number of perspectives. For example, Bowles (1972),
Bowles and Gintis (1972-1973, 1976), and Bowles and Nelson (1974)
argued that education is primarily determined by true family status, and
hence that education serves but to validate and perpetuate that status.
These critics, and others as well, concluded that statistical problems related
to errors in explanatory variables and unmeasured variables make any firm
conclusions regarding the relative roles of family background and other
variables impossible.

A total of over 60 articles and books have used the Wisconsin data, explor-
ing the determinants of educational and occupational attainments from a
wide variety of perspectives. These studies have contributed importantly to
the development of causal models designed to disentangle accurately the
interrelated determinants of children’s educational, occupational, and earn-
ings achievements.

Featherman (1979, 1981) and Haveman (1987) review these findings
and discuss the contributions of these studies to empirical methodology.
Critiques of both the findings and the methods of this work are found in
Cain (1974) and Haveman (1987). Jencks, Crouse, and Mueser (1983)
used Project Talent data to assess the reliability of the results reported in
Sewell and Hauser (1975) (and the results of a similar study of the determi-
nants of educational attainment using data from the Explorations in Equal-
ity of Education sample reported in Alexander, Eckland, and Griffen
[1975]). They conclude that two of the most serious criticisms of this early
research—the quality of the measurement of the variables and the re-
strictiveness of the sample—have not led to systematic biases in their re-
sults.
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The primary critiques of the Coleman Report are Hanushek and Kain
(1972), Bowles and Levin (1968), and Cain and Watts (1970).

The Jencks et al. volume was critiqued by numerous analysts and social
policy commentators. See Harvard Educational Review (1973) for a sam-
pling; see also Haveman (1987).

A quite different approach to measuring the effects of schools on children’s
attainments attempts to measure the impact of the quantity and quality
of school resources on the attainments of children. These are known as
“‘educational production function’” studies, and they seek to relate the in-
puts to the schooling process to the outputs of that process, measured vari-
ously in terms of test scores, school continuation, and postschool labor
market performance. These studies have been reviewed and critiqued in
Hanushek (1986).

Hanushek concludes from his review that ‘‘Teachers and schools differ
dramatically in their effectiveness’ (a conclusion that is at variance with
the implications of the Coleman Report); that “‘there appears to be no
strong or systematic relationship between school expenditures and student
performance’’; and, hence, that ‘‘schools are economically inefficient be-
cause they pay for attributes that are not systematically related to
achievement.’’

See the studies by Bowles (1972); Bowles and Gintis (1972-1973, 1976);
and Bowles and Nelson (1974).

Ferguson (1991) finds the crucial resource to be teacher quality as mea-
sured on a standardized teacher’s recertification exam.

Card and Krueger (1992) also find evidence that school quality (as mea-
sured by pupil—teacher ratio, length of the school year, and the relative
pay of teachers) influences future socioeconomic success. Bishop (1989)
and O’Neill (1990} link scores on standardized tests for youth to future
earnings and find that the link has grown both over time and with age.
O’Neill finds that the score on the AFQT score, a military qualification
test, explains nearly one-half of the difference in the mean hourly wage of
white and African-American men in the 1980s.

If unobserved family background and neighborhood factors that are im-
portant in the true model of the determinants of outcome (say, the years of
schooling of the child) are not included in the estimation but are associated
with variables that are included in the estimation, omitted variable bias
may result in biased estimates of the effects of the observed factors on
the outcome.

If sibling differences in some background factor lead to differences in edu-
cational attainment, there is more assurance that the relationship of that
factor to schooling is not an artifact of common family circumstances.

The early study by Blau and Duncan (1967), for example, made use of
sibling correlations.

The two major analyses by Jencks and his associates (1972, 1979) make
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use of data on siblings to estimate the determinants of schooling achieve-
ments. See also Olneck (1976, 1977); Behrman, Taubman, and Wales
(1977); Taubman (1977); Brittain (1977); Chamberlain and Griliches
(1975, 1977); Corcoran and Datcher (1981); and Bound, Griliches, and
Hall (1986). A 1991 study by Solon, Corcoran, Gordon, and Laren used
longitudinal data on siblings from the Michigan Panel Study of Income
Dynamics (PSID) to adjust for transitory elements in single-year data and
life cycle (time) effects, and concluded that with these adjustments family
background accounted for substantially more of the variance in the out-
come of permanent earnings, income and income/needs than had been re-
ported in prior studies. See also Huang (1993).

Griliches (1979) notes that measurement error leads to more downward
bias in estimates of fixed and random effects models than in a ‘‘naive”’
regression that ignores unobserved family factors. Behrman (1984) argues
that if there is correlation across siblings in the measurement error (similar
direction of error in response), measurement error may cause greater
downward bias in individual (traditional) estimates compared to fixed-ef-
fect estimates. Behrman further concludes that there are many conditions
under which fixed-effect estimates are likely to be unbiased.

Hauser and Sewell (1986) emphasize the small samples that have been
available in the sibling studies, suggesting that these limitations have led
to the inconclusive results. Using the Wisconsin data, they were able to
assemble data on 928 sibling pairs. Using these data to model education
and occupational status (and correcting for random response variability),
they find that the results of earlier studies (in particular, Olneck [1977]) do
not contain a family bias in, for example, estimates of the effect of mental
ability on schooling attainment.

This approach has also been used to obtain estimates of the relative
importance of observed and unobserved family background and other ob-
served factors in determining outcomes such as schooling and income. To-
tal variance (in the outcome) is the sum of between-family variance plus
intra-family or within-family variance. Estimates of both individual, family
average or mean relations, and family difference (fixed effect) effects are
used to decompose between- and within-sample variances into observed
and unobserved components. For example, Olneck (1977) found that ob-
served characteristics accounted for 43 percent of the variance in male
schooling compared to 18 percent for unobserved family characteristics.
Behrman et al. (1980), using white male twins, found that observed char-
acteristics accounted for only 19 percent of observed schooling differences,
compared to 58 percent for unobserved factors.

See also Ganzeboom, Treiman, and Ultee (1991), who review a wide vari-
ety of research studies showing that a child’s own education is a more
important determinant of adult occupational status than is parental occupa-
tional status.

These studies are cited in Alwin and Thornton (1984).
See Sewell, Hauser, and Wolf (1980).
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34. See also Krein (1986).

35. See Hogan and Kitagawa (1985); Krein (1986); Krein and Beller (1988);
Keith and Finlay (1988); Hill, Augustyniak, and Ponza (1985); Corcoran
et al. (1992); Zimiles and Lee (1991); and Wojtkiewicz (1991). See also
Entwisle and Alexander (1992), discussed in endnote 38.

McLanahan (1985), using 10 years of longitudinal data on 3300 chil-
dren, tests a variety of conjectures regarding the effects of family structure
and economic status on the educational outcomes of offspring. Educational
outcomes are interpreted as proxies for poverty, welfare recipiency, and
‘“‘underclass’’ status. She concludes that, net of other factors, the absence
of a parent has a negative and significant effect on schooling attainment,
but for whites much of this effect is accounted for by low income relative
to needs and the receipt of welfare benefits. The results also indicate differ-
ent effects of various types of single-parent families, and rather different
patterns across race. (See also Wojtkiewicz [1991].)

Astone and McLanahan (1991) extend this earlier work by including
parenting practices along with family status and change in family status on
a variety of educational outcomes. They conclude that parental aspirations,
monitoring, and supervision are all positively related to schooling out-
comes, after controlling for a variety of background characteristics.

In recent work, Graham, Beller, and Hernandez (1992) have focused on
children living in single-parent settings. They have sought to measure the
differential effects of various settings (e.g., widowhood and being di-
vorced) and the receipt of child support (for single parents who are eligible
for child support) on the educational attainment of children. They find
that children growing up in single-parent families eligible for child support
(implying that the mother is not a widow) have a significantly lower level
of educational attainment (on six measures) compared to children who live
in intact families, but that the children in mother-only families who are
both eligible for receipt of child support and recipients of child support do
significantly better than those growing up in families that are eligible for
support but do not receive it. While child support payments appear to have
substantial positive effects on children’s attainments, the failure to control
effectively for the extent of absent parent contact or other unobserved pa-
rental characteristics calls into question the robustness of this finding.

Hetherington, Camara, and Featherman (1983) review numerous studies
of the differences between children living in one- and two-parent families
in a variety of school performance and school attainment outcomes. In
general, the children living in single-parent families have weaker school
performance. The authors, however, emphasize the complexity of the rela-
tionship and the apparent ability of effective family functioning and extra-
family environments to offset the stressful effects of divorce and single-
parent living arrangements.

Manski et al. (1992) develop a number of estimates of the effect of
family structure (primarily, living with a single parent at age 14) on the
probability of graduating from high school, depending on the assumptions
made regarding the processes determining family structure and high-school
outcomes. The estimating procedure adopted allows them to establish
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bounds around the estimates of effects; these bounds strengthen the conclu-
sion reached in other studies that family structure (and parental education)
are important in determining the probability that a child will graduate from
high school.

A meta-analysis of the effects of parental divorce on educational attain-
ment (plus 14 other outcomes, ranging from psychological well-being to
marital stability to income) was undertaken by Amato and Keith (1991).
Eighteen studies of the parental divorce-educational attainment relationship
were identified, and the effects were strongly negative and significant.
Across the 18 studies, the level of educational attainment (material quality
of life, emphasizing income and related indicators of economic position)
of adults who experienced divorce during childhood was about .25 (.18)
standard deviation units (the mean difference in educational attainment be-
tween the groups divided by the within group standard deviation) below
that of adults who grew up in intact families.

See Hill and Duncan (1987), Datcher-Loury (1986), Stafford (1986), and
Krein (1986). Alwin and Thornton (1984), analyzing 18 years of longitudi-
nal data on a sample of 700 white Detroit-area families, find no effect of
the mother’s work on educational attainment.

See Mott and Marsiglio (1985).

A number of the studies referred to in the above discussion include family
economic status as an independent variable, but they often have difficulty
disentangling the effects of this variable from those of family structure and
mother’s work time. Two studies that explicitly address the independent
role of family economic position are Shaw (1982) and Hill and Duncan
(1987). In a recent study of the experiences of a sample of Baltimore
children entering the first grade, Entwisle and Alexander (1992) used math-
ematics test score changes over summer periods (when schools are not in
session) to test for the effects of home influences on children’s educational
attainments. They found that family economic status (being in poverty) has
the largest effects on attainment, with the extent of school segregation also
playing an important role. Parental family structure (intact versus father
absent) has a negligible role when family poverty status is included in
the analysis.

See Bronfenbrenner (1989) for an analysis of this perspective.

The varying hypotheses regarding the effects of neighborhoods and peers
on attainment are explored in Jencks and Mayer (1990). Our short discus-
sion of these models follows theirs.

See the discussion of the role-model perspective in Chapter 2. A variant
of these models focuses not on the neighbors and their characteristics, but
rather on the quality and character of the institutions—the police, the
schools, the public offices—that become part of the landscape of poor
neighborhoods.

Some of the earliest studies of the influence of peers (or neighborhood) on
children’s achievements are those focusing on schools, in which measures
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of the soctoeconomic status of the student body are included as explanatory
variables. See, for example, Summers and Wolfe (1977).

These studies are also discussed in Jencks and Mayer (1990), and our
discussion draws from theirs. Jencks and Mayer also explore the differ-
ences in the estimates among the three studies and critique their data and
methods. Significant differences among the studies were found in the ex-
tensiveness of the family background characteristics used as control vari-
ables, the extensiveness of the neighborhood indicators employed, and
whether or not the youths in the samples were living with their families at
the time that they were observed.

Datcher also studied the effects of the characteristics of the neighborhoods
in which young males grew up on their earnings as young adults. Neigh-
borhood mean income and racial composition were significant explanatory
variables, and the quantitative effect of ‘‘bad’’ neighborhood characteris-
tics on earnings was found to be substantial.

The estimates in Corcoran et al. suggest that growing up in a ‘‘poor black’’
neighborhood (one that is one standard deviation below the mean of
African-Americans in median family income, percentage of males unem-
ployed, percentage of female heads of household, and percentage of fami-
lies on welfare) relative to growing up in an average white neighborhood
lowers male expected earnings at ages 25-33 by about 18 percent. This
estimate is substantially below that of Datcher.

A third paper, Duncan and Laren (1990) should also be mentioned. In this
study, the dependent variable was the birth of a low birthweight child. The
estimates were made using a sample of black women from the PSID.
Along with the standard family background characteristics, a variety of
neighborhood characteristics were included. A strong relationship between
the incidence of welfare recipiency in the neighborhood and the probability
of having a low birthweight baby was found and proved robust to alterna-
tive specifications. However, the neighborhood’s poverty rate or its racial
composition did not have a significant relationship with the probability of
having a low birthweight child. (The significance of the neighborhood wel-
fare incidence percentage, and the insignificance of the neighborhood pov-
erty rate, has been found in other studies as well. See Corcoran et al.
[1992].) The poverty status of the family of a girl was a significant explan-
atory variable, as were a variety of behavioral factors reflecting high risks
of low birthweight babies.

See Brooks-Gunn, Duncan, Kato, and Sealand (1991).

The researchers also experimented with a number of other neighborhood
characteristics, including a severe poverty measure, the percentage of the
neighborhood that is African-American, and the fraction of the families
headed by a woman. These variables, when added to the poor/rich neigh-
borhood variable, also had significant and expected effects on several of
the outcomes.

The family-level variables were generally statistically significant and with
the expected sign in most of the estimates. However, being African-Ameri-
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can is associated with a lower probability of dropping out of school when
all of the other variables are controlled for, a result also found in other
studies.

See Case and Katz (1991).

Jencks and Mayer (1990) emphasize a number of measurement issues that
should be attended to in exploring the effect of neighborhood characteris-
tics on individual achievements. These include securing a rich set of family
characteristics that are not themselves endogenous to the neighborhood in
which the family lives; exploring nonlinear specifications of the effects
of neighborhood characteristics (consistent with epidemic and contagion
theories); and discerning the extent to which neighborhood characteristics
have differential effects on rich versus poor, and minority versus white
families. They emphasize the dangers of using composite indicators of
neighborhood characteristics rather than specific neighborhood variables.
Evans, Oates, and Schwab (1992) explore issues of endogeniety of neigh-
borhood and find neighborhood factors are not significant when endogen-
iety is taken into account.

The effects estimated for the control variables are similar to those found
in other studies: the student’s SES has a large, significant, and negative
relationship to dropping out; living in a female-headed family is signifi-
cantly and positively related to the probability of dropping out; and the
student’s math scores and educational expectations are negatively and sig-
nificantly related to dropping out. When these variables are all controlled
for, black students have a lower probability of dropping out of high school
than do white students.

See Entwisle and Alexander (1992), who also find that family economic
status of the students in a school plays an important role, along with school
racial characteristics, in explaining the educational attainments of children.

Mayer’s results are somewhat at variance with those of previous research,
much of which focused on the effects of high-school composition on col-
lege going (Alexander and Eckland [1975], Jencks and Brown [1975],
Crain and Mahard [1978]). These studies indicate that the ner effect of
school SES on college going is very low, except for African-Americans,
who appear to be somewhat more influenced by high SES peers than are
whites. Related research on the effect of school social mix on dropping
out (Bryk and Driscoll [1988]) found that decreasing SES and racial/ethnic
diversity tended to decrease the overall dropout rate, but that the impact
was small. Mayer’s results suggested larger effects of these school social
mix variables on students’ chances of graduating from high school (see
also Mayer [1990]). It should be noted, however, that the effects of school
composition estimated in these studies are small in magnitude compared to
the effects of the economic and other family-based characteristics of stu-
dents.

Because the PSID does not collect information on the sources of income
of adult children who live with their parents, the study could not take
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account of the potential bias caused by excluding observations of those
individuals receiving welfare while still living with their parents.

This substantial diversity of outcomes was also found by Furstenberg,
Brooks-Gunn, and Morgan (1987) for a sample of poor teenage mothers
in Baltimore.

See Rainwater (1987) and Antel (1992). Duncan and Hoffman (1990b)
review many of these studies. Duncan, Laren, and Yeung (1991) provide
interesting tabulations of the fraction of children (by the race and marital
status of their mothers) who ever lived in a family that received AFDC and
other welfare benefits. They also trace changes in this fraction over time.

McLanahan (1988), using a somewhat different methodology, is able to
distinguish clearly parental recipiency from other family background char-
acteristics. She also finds that parental recipiency is significantly related to
daughter’s recipiency.

Bane and Ellwood (1983) and Ellwood (1986) studied the duration of wel-
fare spells, finding a small fraction of families with very long (say, 10-
year) spells, but with most families completing their spells after a few
years. When multiple welfare spells are considered, fewer than one-half of
the families who received welfare benefits were on the roles for more than
four years. See also, O’Neill, Bassi, and Wolf (1987); Plotnick (1983);
and Plant (1984). A recent study by Kimenyi (1991) analyzes the determi-
nants of welfare duration for a sample of Tennessee recipients, finding that
a variable that proxies for the size of the pool of marriageable males has a
negative and statistically significant effect on welfare duration.

Indeed, as noted in our discussion of the determinants of education, chil-
dren of single mothers or children experiencing family dissolution as chil-
dren tend to have lower educational attainments (e.g., a higher probability
of not completing high school) and lower earnings capacity and employ-
ment. See McLanahan (1985); Krein and Beller (1988); Hill and O’Neill
(1993); and Hill, Augustyniak, and Ponza (1985). And, as we will see,
growing up in a single-parent family tends to increase the probability of
being an unmarried mother by increasing the probabilities of both a non-
marital birth and marital dissolution. Amato and Keith (1991) surveyed six
studies of the effect of family dissolution while a child on the probability
of having one-parent status when an adult, and found a significant negative
effect of about one-third standard deviation unit. The effect for whites was
about twice that for blacks, and the effect for males about three times that
for females. Geronimous and Korenman (1992), however, have suggested
that teenage unmarried mothers do not experience an adverse impact later
in life by this early event, arguing that their low attainments later in life
are due to poor family background characteristics that are not measured.
Their findings have been critiqued by Hoffman, Foster, and Furstenberg
(1993), who do find persistent adverse effects of teenage unmarried
childbearing apart from poor, unmeasured family background.

More recent reviews can be found in Hayes (1987).
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Living in a low-quality neighborhood had a gross positive relationship with
teenage childbearing, but its effect was mediated by parental control over
early dating patterns.

See also Abrahamse, Morrison, and Waite (1987). Ribar (1991) estimates
a multinomial logit model of the joint decision of high-school completion
and teenage nonmarital births, finding results similar to those in the litera-
ture cited. He finds that growing up in a mother/stepfather family has sig-
nificant negative effects on the probabilities of both high-school comple-
tion and nonmarital teenage births.

Recent papers by Belsky and his associates have suggested a sociobiologi-
cal model that traces the nature of a child’s upbringing (in particular, the
presence of stressful events and circumstances such as family dissolution,
discord, or economic uncertainty, which induce adverse parenting behav-
iors) to the child’s self-perception and approach to interpersonal bonds, to
behavior problems, and biological changes (such as the timing of puberty
or menarche), and finally to patterns of postpuberty sexual behavior (such
as earlier procreation and sexual activity with multiple mates) that are con-
sistent with a high probability of teenage nonmarital births. See Belsky,
Steinberg, and Draper (1991); and Moffitt, Caspi, Belsky, and Silva
(1992). See also Ribar (1991), who finds a significant and positive effect
of the age of menarche on the probability of a nonmarital teenage birth.

Thornton (1991) and Chase-Lansdale and Hetherington (1991) present
rather full-bodied discussions of the theoretical linkages between the mari-
tal histories of parents and the sexual and marital experiences of their chil-
dren. This paragraph draws from these discussions. See also Hayes (1987),
Hetherington (1979), and Pearlin and Johnson (1977).

Other empirical studies that are consistent with these results are Hogan
(1985), Mueller and Pope (1977), Hogan and Kitagawa (1985), Keith and
Finlay (1988), McLanahan (1988), and Thornton (1991). Hill, Augusty-
niak, and Ponza (1985), using the same PSID data as McLanahan, did not
find evidence of such generational transmission. Research in develop-
mental psychology and child psychology has also investigated a variety of
other outcomes of marital disruption or growing up in a single-parent fam-
ily. In most cases, this research is based on a limited number of observed
subjects who are often studied in clinical situations, or for whom detailed
outcome and contextual information is available. However, such studies
typically observe the children of divorced families within five years after
the divorce and concentrate on cognitive achievement and behavioral prob-
lems of the children that may be attributable to the family disruption. See
Wallerstein (1991) and Chase-Lansdale and Hetherington (1991) for re-
views of this empirical literature and for a discussion of the likely pro-
cesses at work.

A meta-analysis of the effects of family disruption on the probability
that the child will experience a divorce or separation, or the probability
that the child will be a single parent, indicates that this event during child-
hood has a significant negative effect on these outcomes. See Amato and
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Keith (1991). The children experiencing family splits during childhood
have a probability of experiencing a divorce or separation (living in a sin-
gle-parent situation) that is about .2 (.36) standard deviations higher than
do children who have grown up in an intact family. The negative effect of
family splits during childhood on the probability of being a single parent
appears to be stronger for males than for females, which is consistent with
the thrust of much of the child development literature. However, the nega-
tive effect on the probability of experiencing a divorce or separation is
similar across the genders. The experience of a parental split during child-
hood appears to have a greater negative effect on whites than on African-
Americans for both of the outcomes.

A rough description of the various approaches might read as follows: de-
velopmental psychologists typically focus on the early childhood and seek
to explain both cognitive and behavioral attributes of children, often using
small group experiments with controlled variation in the phenomena ex-
pected to influence outcomes. Data analysis is based on intensive and
structured interviews and tests.

Sociologists have been far more pragmatic in their approach, typically
relying on interview surveys of large samples of individuals containing
information on attained social and occupational status, and other outcomes
reflecting social position or social problems such as welfare dependency,
having a nonmarital birth, marital instability, or education. Family back-
ground characteristics such as education, race, occupation, location, and
living arrangements have been the primary determinants of interest. Statis-
tical models (including path analysis and multiple regression) have been
employed in estimating a wide variety of models of the social attainment
process.

Economists are relative latecomers to this field, and have typically fo-
cused on economic outcomes related to education, employment, earnings,
income levels (e.g., poverty), and income sources. Attention to economet-
ric and causal modeling issues and reliance on longitudinal survey data
characterize much of this work, as well as efforts to specify outcomes as
behaviors in response to budget constraints and perceived prices (or incen-
tives). Research approaches by economists and sociologists have become
increasingly similar over time.

Alwin and Thornton (1984) have also attempted to summarize the findings
of research on status attainment. They state:

The major findings of this body of research are: (a) education (years
of schooling completed) is a major mediator of the effects of socio-
economic origins on socioeconomic achievements; (b) schooling ex-
periences, most notably high school grade performance, curriculum
placement, achievement-test performance, and the encouragement of
parents and teachers, are largely responsible for transmitting the ef-
fects of socioeconomic background on length of schooling; and (c)
while the ascriptive influences of race and gender affect these pro-
cesses, the broad outlines of this ‘‘social-psychological model’’ of
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achievement account for the observed transmission of socioeconomic
position from one generation of the family to another across subcate-
gories of race and gender. (p. 786)

As noted above, variations in these background factors (independent of
other characteristics) were reported by Featherman (1979) to account for
about 10 percent of the variation in occupational achievement.

The total effect of education on the variation in earnings and occupational
attainment is estimated to be about 30-35 percent, but at least one-third of
that effect is the influence of family background characteristics operating
through educational attainment. The net effect of variation in education
is, then, about 15 percent. Through its influence on education, the total
contribution of family background to the variation in attainment may be
about 20-25 percent. See Featherman (1979).

While richer data on the circumstances of families in which children grow
up add to the proportion of variation in outcomes that is explained, they
also partially reflect factors that were captured by the cruder indicators of
family background (e.g., parental occupation or education), hence reduc-
ing the net contribution of variation in these variables to the explanation
of differences in attainment.

The implications of this window problem are explored in An, Haveman,
and Wolfe (1993).

Alwin and Thornton (1984) state: ‘“We do not know, for example, whether
the advantaging and disadvantaging influences of social background occur
more or less uniformly across the life cycle of the child and essentially
cumulate over time, or whether such effects occur during ‘critical periods’
across the life span, for example, early in childhood.”” (p. 785)

Jencks and Mayer (1990) have emphasized the potential importance of
measuring these influences, and investigating the hypothesis that epidemic
levels of bad neighborhood characteristics may have an important influence
on children’s attainments (implying a nonlinear effect of neighborhood
characteristics), and the hypothesis that neighborhood characteristics may
interact in important ways with both family and school characteristics.

We recognize that statistical procedures for dealing with correlated vari-
ables are available. These techniques (for example, principal components
analysis) have their own shortcomings, such as the necessity of describing
constellations of effects that have no necessary tie to common understand-
ing or to relevant policy alternatives.

See Amato and Keith (1991).



Investments in Children:
Some Simple Relationships

The relationships between important background characteristics and fac-
tors that reflect parental and social investments in children (e.g., stress-
ful events and neighborhood characteristics) and our indicators of the
attainments of children are complex and interrelated. In this chapter, we
explore a variety of these relationships through simple statistical mea-
sures, such as cross-tabulations and regressions, run on our unweighted
data. Our purpose is to examine the relationships of the outcome or
attainment variables that we have identified-—high-school completion,
level of education, enrolling in postsecondary education, having a teen-
age out-of-wedlock birth, receiving welfare benefits, and being econom-
ically inactive at age 24—with family and neighborhood variables sug-
gested by our investment-in-children framework or found important in
prior research. Appendix A presents summary statistics for the data on
which our work is based.

In the first section we present a series of simple cross-tabulations.
These provide a rough overview of the relationships between selected
factors and our measures of outcome, but do so without controlling for
other important variables. Next we turn to simple regressions that ex-
plore many of the same relationships. We present three sets of regres-
sions and discuss the results of a fourth. In these, the influence of the
full set of these background and parental/social investment variables are
explored. Ordinary least squares, probit, and tobit estimates are used,
as appropriate, although potential simultaneity problems are not ac-
counted for in these estimates. More complete modeling efforts are pre-
sented in later chapters in the volume.
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RELATIONSHIPS SEEN AS CROSS-TABULATIONS

Background Factors
Race

A common observation is that African-American youths have attain-
ment levels substantially below those of whites, and that these dispari-
ties have implications for future success and upward mobility. In the
following cross-tabulations (Tables 4.1a—4.1d), we present these pat-
terns for the youths in our sample.! The outcomes for these youths are
measured in the last year for which we have data, 1988, when they
were aged 21-26 years. We compare African-Americans and whites on
three dimensions: educational attainment (graduation from high school
and years of completed education); having an out-of-wedlock birth dur-
ing the teenage years of 15-18 (for females); and a measure of eco-
nomic inactivity.?

In all of these aspects of educational attainment, the whites in our
sample have substantially higher levels of achievement than do African-
Americans. While 87 percent of the white youths in this age 21-26
cohort graduated from high school, only 81 percent of African-Ameri-
cans had graduated. The percentage of white youths going on to further
formal education (college, university, two-year community college pro-
grams) was 42; that for African-American youths was 29.

While these raw differences are large, they pale when compared with
the racial differences in the prevalence of teenage out-of-wedlock births
and economic inactivity, both indicators of undesirable performance.
The African-American girls in our sample were four times more likely
to have a child out of wedlock when they were aged 15-18 than were
white teenagers. However, among those teenagers who did give birth
out of wedlock, the probability that they would receive welfare benefits
within two years of giving birth does not vary across the races.>

While 34 percent of the African-Americans in our sample were eco-
nomically inactive at age 24, the comparable percentage for whites is
16.

We can learn a bit more about the racial differences in educational
attainment by constructing a cross-tabulation of level of education (years
of completed schooling) and race. This is presented in Table 4.2. There
we observe that white teenagers appear to be substantially more likely
to complete two and four years of postsecondary schooling than are
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TABLE 4.1a Percentage Who Graduated from High School, by Race

Graduated White African-American
No 13 19
Yes 87 81
Percentage of Sample 54 46

TABLE 4.1b Percentage Who Attended College, by Race

Attended College White African-American
No 58 71
Yes 42 29

TABLE 4.1c Percentage Who Had a Teenage Out-of-Wedlock Birth,
by Race

Birth White African-American
No 94 76
Yes 6 24

TABLE 4.1d Percentage Who Are Economically Inactive at Age 24

Inactive White African-American
Yes 16 34
No 84 66

African-Americans; conversely, African-Americans are more likely to
terminate their schooling during or at the end of high school than are
whites. The zero-order correlation between race and years of school
completed is — .17, implying that African-Americans, on average, have
about .2 fewer years of schooling than do whites.*
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TABLE 4.2 Level of Completed Education, by Race

Level of Education (years) White (percentage) African-American (percentage)

<10 1
10 7
11 5
12 45
13 6

14 20

15 4

16 11

17 1
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Gender

Another background factor of general concern is gender: How do
males and females compare in terms of educational attainment and eco-
nomic inactivity? Tables 4.3a and 4.3b provide evidence on gender dif-
ferences in educational attainment among the observations in our sam-
ple. The results are easy to summarize: women are slightly more likely
to graduate from high school than are men (86 versus 83 percent), but

TABLE 4.3a Percentage Who Graduated from High School, by Gender

Graduated Male Female
No 17 14
Yes 83 86
Percentage of Sample 49 51

TABLE 4.3b Percentage Who Attended College, by Gender

Attended College Male Female

No 69 59
Yes 31 41
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TABLE 4.4 Percentage Who Are Economically Inactive at Age 24,
by Gender

Economically Inactive Male Female
Yes 19 29
No 81 71

women are 10 percentage points more likely than men to go on to col-
lege (41 versus 31 percent).

This raises the question of whether such differences appear at every
level of schooling. Here the picture is more mixed>: Women are more
likely than men to drop out of school during the 10th grade (9 versus 7
percent). Perhaps this reflects the impact of pregnancy. However,
women are more likely to complete 14 years of education than men (22
versus 14 percent) and somewhat more likely to complete college (8
versus 6 percent). Men, however, are more likely to attain a maximum
of 11 or 12 years of schooling than are women (9 versus 5, and 52
versus 45 percent).

Table 4.4 presents gender differences in economic inactivity. While
19 percent of males are economically inactive at age 25, 29 percent of
females are not engaged in sufficient work, schooling, or the care of
young children to classify them as active.

Parental Choices/Opportunities
Mother’s Education

One of the most important factors that previous research has identi-
fied as contributing to children’s success is the education level of the
child’s mother. The level of schooling of a mother may proxy for a
wide variety of maternal—and family—activities of an investment char-
acter that are likely to contribute to a child’s adjustment, motivation,
and performance. Perhaps more-educated mothers are able to convey to
their children a value of learning, or perhaps these mothers monitor
school and other behaviors more carefully or live in higher-income fam-
ilies and better neighborhoods. Perhaps simply they are more effective
in parenting and processing information.

Our cross-tabulations in Tables 4.5a and 4.5b show the expected
strong relationship between whether a mother graduated from high
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TABLE 4.5a Percentage Who Graduated from High School,
by Whether Mother Graduated from High School

Mother
Graduated
Graduated No Yes
No 24 8
Yes 76 92
Percentage of Sample 48 52
TABLE 4.5b Percentage Who Attended College,
by Whether Mother Graduated from High School
Mother
Graduated
Attended College No Yes
No 76 52
Yes 24 48

school and the education level of her child. Among children with a
mother who finished high school, 92 percent also finished high school;
among children with a mother who did not complete high school, only
about 76 percent completed high school. College attendance is also
strongly related to mother’s education: the rate of college attendance for
children with a mother who graduated from high school is twice that of
other children (48 versus 24 percent).®

Table 4.6 shows that the pattern of educational levels attained by
children relative to their mother’s education is quite pronounced over
all levels of the children’s education. Far lower percentages of our sam-
ple with a mother who is a high-school graduate dropout prior to gradu-
ating, or stop their education with high-school graduation. Conversely,
far larger percentages of children with a mother with a high-school di-
ploma continue on beyond high school, resulting in a higher proportions
of children at each level from 13-17 years of schooling for children
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TABLE 4.6 Level of Education,
by Whether Mother Graduated from High School

Mother
Graduated

g

Level of Education (years) Yes

<10
10
11
12
13
14
15
16
17
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whose mother completed high school relative to those whose mother
dropped out prior to graduation (see Table 4.6).

The pattern of substantial differences in outcome related to the
mother’s education also holds for the undesirable outcomes: teenage
out-of-wedlock births and economic inactivity. As Table 4.7a shows,
the probability that a teenager with a mother who did not graduate from
high school has had an out-of-wedlock birth is nearly five times larger
than the probability of a nonmarital birth for a teenager whose mother
completed high school. The zero-order correlation between these two
variables is — .27.

Table 4.7b shows that about 17 percent of those children whose
mothers are high-school graduates are economically inactive; the pro-
portion is nearly twice as high for children whose mothers do not have
high-school diplomas.

Household Moves

A variety of challenges and disruptions often accompany a geographi-
cal location move: leaving old friends, making new ones, starting a new
school, and adjusting to a new neighborhood are common examples.
Developmental psychologists have found that such disruptions are often
difficult to deal with and create stress and insecurity for those children
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TABLE 4.7a Percentage Who Had a Teenage Out-of-Wedlock Birth,
by Whether Mother Graduated from High School

Mother
Graduated
Birth No Yes
No 76 95
Yes 24 5

TABLE 4.7b Percentage Who Are Economically Inactive at Age 24,
by Whether Mother Graduated from High School

Mother
Graduated
Economically Inactive No Yes
Yes 32 17
No 68 83

who experience them. The reactions to such stress can be manifested
in ways that vary substantially among children. Often school behavior
problems are observed, where class progress and curriculum might be
quite different from the child’s prior experiences. Such problems may
also be revealed in higher school dropout probabilities or lower school
attainments. For females, this insecurity may lead to premature sexual
encounters, resulting in pregnancy and out-of-wedlock births.

In Tables 4.8a—4.8d we present cross-tabulations relating our educa-
tional, reproductive, and economic inactivity variables to the number of
household moves.

A direct and negative relationship is observed between the number of
household moves and the probability of graduating from high school
(see Table 4.8a). Less than 10 percent of those who did not move when
they were aged 6—15 failed to graduate from high school; conversely,
nearly a third of those who moved five or more times during these ages
failed to graduate. In general, for those with at least one household
move, the probability of graduating decreases as the number of moves



TABLE 4.8a Percentage Who Graduated from High School,
by Number of Household Moves During Ages 6—-15

Number of Moves

Graduated 0 1 2 3 4 5 or more
No 9 14 21 18 22 32
Yes 91 86 79 82 78 68
Percentage of Sample 33 29 14 10 6 8
TABLE 4.8b Percentage Who Attended College,
by Number of Household Moves During Ages 6-15

Number of Moves
Attended College 0 1 2 3 4 5 or more
No 54 66 73 68 63 75
Yes 46 34 27 32 37 25

TABLE 4.8c Percentage Who Had a Teenage Out-of-Wedlock Birth,

by Number of Household Moves During Ages 6-15

Number of Moves

Birth 0 1 2 3 4 5 or more
No 92 85 83 74 79 85
Yes 8 15 17 26 21 15
TABLE 4.8d Percentage Economically Inactive at Age 24,

by Number of Household Moves During Ages 6-15

Number of Moves

Economically Inactive 0 1 2 3 4 5 or more
Yes 18 26 31 34 18 26
No 82 74 69 66 82 74

103



104 SUCCEEDING GENERATIONS

increases. Going from no moves to one move is associated with an
increase in the probability of not graduating of more than 50 percent.
Similarly, going from four to five or more moves is associated with an
increase of not graduating of 10 percentage points.

Table 4.8b shows the substantial differences in the probability of at-
tending college by the number of geographic moves. Among those chil-
dren who experienced no household moves, nearly half attended col-
lege: among those with five or more moves, only a quarter attended
college. For those with one to four moves, no clear pattern exists, ex-
cept that the probabilities of attending postsecondary schooling for those
with one to four moves are intermediate to those at the extremes.’

The relationships between the undesirable outcomes—teenage non-
marital childbearing, and economic inactivity—and the number of geo-
graphic moves are seen in Tables 4.8c and 4.8d.

A positive relationship between household moves and the probability
of a teenage out-of-wedlock birth exists, but again it is not linear (Table
4.8c). Daughters who experience no moves during the ages of 6—15 are
not likely to give birth—only 8 percent of them do so. However, daugh-
ters who moved once and those who moved five or more times have an
equal probability of giving birth out of wedlock—15 percent—while
those with from two to four moves were more likely to give birth as
a nonmarried teenager. The probability rises to 26 percent for those
experiencing three moves. The simple correlation coefficient is a rela-
tively low .11, reflecting this nonlinear pattern.

Table 4.8d shows a similar nonlinear relationship. Those children
experiencing an intermediate number of household moves—two to three
moves—over ages of 6—15 are substantially more likely to be economi-
cally inactive at age 24 than children who either did not move or who
moved several times.

Parental Separations

Family breakup during a child’s formative years is another stressful
parental choice, and one likely to influence development and attain-
ments when a young adult. Tables 4.9a—4.9d explore the relationship
between these parental decisions and educational, out-of-wedlock birth,
and economic inactivity outcomes. The link between this decision and
the undesirable teenage out-of-wedlock birth outcome appears to be
stronger than the linkage between parental separations and schooling
attainments: the zero-order correlation is .17 with a teenage out-of-
wedlock birth, but only —.06 and —.05 with high-school graduation



TABLE 4.9a Percentage Who Graduated from High School,
by Number of Parental Separations During Ages 6-15

Number of Separations

Graduated 0 1 2 or more
No 15 19 22
Yes 85 81 78
Percentage of Sample 78 20 2

TABLE 4.9b Percentage Who Attended College,
by Number of Parental Separations During Ages 6-15

Number of Separations

Attended College 0 1 2 or more
No 62 69 69
Yes 38 31 31

TABLE 4.9¢ Percentage Who Had a Teenage Out-of-Wedlock Birth,
by Number of Parental Separations During Ages 6-15

Number of Separations

Birth 0 1 2 or more
No 89 77 63
Yes 11 23 37

TABLE 4.9d Percentage Who Are Economically Inactive at Age 24,
by Number of Parental Separations During Ages 6-15

Number of Separations

Economically Inactive 0 1 2 or more
Yes 23 27 38
No 77 73 63
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and postsecondary school attendance, respectively. The simple correla-
tion coefficient between parental separations and economic inactivity
is .05.

Children of parents who never separated are somewhat more likely
to graduate from high school (85 percent) than those whose parents did
separate (about 80 percent). There also appears to be a zero-order rela-
tionship between this event and continuing schooling past the high-
school level, as well: 38 percent of those whose parents did not separate
or divorce when they were aged 6—15 attended college, compared to 31
percent of those who did experience a parental separation or divorce. In
this case, the number of separations or divorces beyond the first appear
to play no role.

In terms of the probability of a teenage out-of-wedlock birth, there
are far larger differences. In this case the number of separations beyond
the first also appears important: 11 percent of those who experienced no
parental divorce had a teenage nonmarital birth, while 23 percent of
those who experienced one divorce or separation had such a birth. More
than a third—37 percent—of girls who experienced two or more paren-
tal divorces or separations had a birth out of wedlock as a teenager.
Much the same pattern is observed with the economic inactivity out-
come, except the existence of a single parental separation appears to
have a rather small effect: it is multiple separations or divorces that take
their toll here.

Parental Economic Resources
Poverty

Children who live in households with few economic resources tend
to have fewer opportunities in a number of dimensions, compared with
children who grow up in more well-to-do families. We look first at the
relationship between number of years that a child lives in a poor family
between the ages of 6—15 and our four primary outcomes. Tables 4.10a
and 4.10b present these results for the educational outcomes.

Children who experienced no poverty while growing up are far more
likely to graduate from high school than those whose parents experi-
enced at least one year of income below the poverty line. Ninety-two
percent of children whose parents were never poor graduated from high
school. Those children whose families were poor for some of the period
were less likely to graduate, although the relationship is not linear.
However, those who lived in a persistently poor family are the least
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TABLE 4.10a Percentage Who Graduated from High School,
by Years Poor During Ages 6-15

Years
Graduated 0 1 2-3 4-5 6-7 8-9 10
No 8 21 36 23 30 25 37
Yes 92 79 64 77 70 75 63
Percentage of Sample 52 10 11 10 7 7 5

TABLE 4.10b Percentage Who Attended College,
by Years Poor During Ages 6—15

Years
Attended College 0 1 2-3 4-5 6-7 8-9 10
No 52 70 71 77 77 82 91
Yes 48 30 29 23 23 18

likely to graduate—less than two-thirds do so. The zero-order correla-
tion between years in poverty and high-school completion is —.21.

We would expect a stronger relationship between poverty and contin-
uing education beyond the secondary level. Attending college requires
the outlay of economic resources, even with financial aid. The associa-
tion is, indeed, stronger and, as Table 4.10b shows, it is nearly mono-
tonic. Nearly one-half of those who lived in a family that escaped pov-
erty for the entire childhood period attend college. Conversely, less than
10 percent of those who spent all ten of the years from age 6-15 in
poverty do so. The drop between one year and no years in poverty
is stark—48 percent continuing education beyond the secondary level,
compared to 30 percent. The changes are also large at the other end of
the poverty intensity spectrum. While only 9 percent of those who lived
in poverty during their entire childhood went on to pestsecondary educa-
tion, for those whose families were able to escape poverty for even one
year, the percentage doubles to 18 percent.® The zero-order correlation
of poverty persistence and postsecondary schooling is —.24.

A clear tie between years in poverty and the probability of giving
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TABLE 4.10c Percentage Who Had a Teenage Out-of-Wedlock Birth,
by Years Poor During Ages 6-15

Years
Birth 0 1 2-3 4-5 6-7 8-9 10
No 93 88 82 75 79 68 67
Yes 7 12 18 25 21 32 33

TABLE 4.10d Percentage Who Are Economically Inactive at Age 24,
by Years Poor During Ages 6-15

Years
Economically Inactive 0 1 2-3 4-5 6-7 8-9 10
Yes 16 31 31 25 35 32 44
No 84 69 69 75 65 68 56

birth out of wedlock as a teenager also exists, and this is shown in
Table 4.10c. While only 7 percent of those who grew up in a family
that was never in poverty had such a birth, one-third of those whose
families never escaped poverty had a nonmarital teenage birth. Again,
the relationship is nearly monotonic, and the zero-order correlation is
22,

As Table 4.10d shows, for the experience of some poverty—from 1
year to 8-9 years—there seems to be little effect on economic inactiv-
ity. The percentage of youths inactive through this range varies from 25
to 35 percent, with no consistent pattern. However, for youths who
experience zero years in poverty, only 16 percent are inactive; in stark
contrast almost one-half of those who lived in poverty for the entire 6—
15-year period were inactive.

Years Lived with One Parent

Children who live with only one parent are constrained in the number
of potential hours of parental time that can be invested in them. Single-
parent families typically also have lower family income (in total and per
person) than do intact families and are more likely to receive income
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from public transfer programs. This nexus of experiences may also af-
fect children’s outcomes.

In Tables 4.11a—4.11d, we show the relationships between the num-
ber of years spent living with one parent and our four children’s attain-
ment variables. Table 4.11a suggests a fairly strong connection between
years lived with one parent and high-school graduation. Those who
spent their entire childhood in an intact family are very likely to gradu-
ate—89 percent do so. On the other hand, only 73 percent of those who
spent all 10 years living with one parent graduated from high school.
Among those who spent some, but not all, years living with one parent,
76-85 percent graduated from high school. Within this intermediate
group there seems to be no real pattern between the number of years
living with one parent and the probability of graduating. As we have
seen with several of the other relationships, most of the impact appears
to be at the extremes of the intensity scale. The zero-order correlation
is —.16.

Turning to the choice of postsecondary schooling, the relationship is
even stronger. Those children who lived with both parents in all of their
childhood years are twice as likely to attend school after graduating
from high school as those who spent all (10) years living with just one
parent—42 percent versus 21 percent. Those who spent some years—1
to 8—9—in a single-parent family have about a 30 percent chance of
continuing education beyond high school, a value intermediate to those
at the extremes. The zero-order correlation between these two variables
is also —.16.

Tables 4.11c and 4.11d present the zero-order relationships between
the time that a child lived with but a single parent and the undesirable
reproductive and inactivity outcomes. In both cases the relationship is a
strong one: for the teenage out-of-wedlock birth outcome, even stronger
than that for the education outcomes. Daughters who lived all (10) years
with a single parent are more than four times as likely to have given
birth as a nonmarried teen (a 29 percent probability) than daughters who
spent their entire childhood living in an intact family. The percent who
had such a birth among those who spent only 1 year living with one
parent is similar to that of those who spent no years; the experience of
those who spent 2-9 years is closer to that of those who spent no time
living in an intact family. The zero-order correlation (.25) reflects the
stronger relationship of family structure to this aspect of reproductive
behavior than to educational attainment.

A similar, though less strong, relationship is observed between the



TABLE 4.11a Percentage Who Graduated from High School,
by Years Living with One Parent During Ages 6-15

Years
Graduated 0 1 2-3 4-5 67 §-9 10
No 11 15 24 17 16 24 27
Yes 89 85 76 83 84 76 73
Percentage of Sample 59 3 6 6 5 5 16
TABLE 4.11b Percentage Who Attended College,
by Years Living with One Parent During Ages 6-15
Years
Attended College 0 1 2-3 4-5 6-7 8-9 10
No 58 68 67 67 71 71 79
Yes 42 32 33 33 29 29 21
TABLE 4.11c Percentage Who Had a Teenage Out-of-Wedlock Birth,
by Years Living with One Parent During Ages 6—-15
Years
Birth 0 1 2-3 4-5 6-7 8-9 10
No 93 90 75 76 76 76 71
Yes 7 10 25 24 24 24 29
TABLE 4.11d Percentage Economically Inactive at Age 24,
by Years Living with One Parent During Ages 6-15
Years
Economically Inactive 0 1 2-3 4-5 6-7 8-9 10
Yes 20 21 29 25 36 29 34
No 80 79 71 75 64 7 66

110



INVESTMENTS IN CHILDREN 111

number of years lived with one parent and economic inactivity. The
range extends from a 20 percent inactivity rate for those who lived their
entire childhood in an intact family to 34 percent for those children who
spent 10 years living with a single parent. Those who lived but 1 year
with a single parent also have a low (21 percent) probability of being
economically inactive. Between the two extremes, the proportion of in-
active youths lies between these two values, though the highest propor-
tion inactive occurs among those who experienced 6—7 years living with
but one parent. The zero-order correlation coefficient between these two
variables is .13.

Receipt of Welfare

Children who grow up in families that choose to receive welfare at
some time are more likely to themselves receive welfare when they be-
come young adults. (The linkage here is typically through having an
early birth, either in wedlock followed by a divorce, or out of wedlock.
Receipt of welfare is, by and large, conditioned on being unmarried and
having a child.) Children who grow up in families that receive welfare
are likely to have fewer ties to the work force because of the lower
probability that a parent is working, and as a result, they have more
limited information about the work force. Both of these factors may
encourage fewer years of education to be chosen, and increase the like-
lihood of having a birth out of wedlock and being economically in-
active.

Clearly, the underlying reasons for these outcomes may be factors
other than welfare receipt—poverty, single-parent living arrangements,
and parents with limited education are examples. However, here we
look only at the simple relationship between the receipt of welfare by
the parent and the child’s decisions regarding education, having a teen-
age nonmarried birth, receiving welfare (dependent on such a birth),
and being economically active at age 24. Tables 4.12a—4.12e present
these relationships.

Children who live in families that received welfare while they were
aged 6-15 are somewhat less likely to graduate from high school than
those whose families were not recipients. They are also far less likely
to attend college. About 42 percent of children from families who were
not welfare recipients chose education beyond high school, but only 22
percent of the children from recipient families so continued their educa-
tion. The zero-order correlations for these education outcome variables
are —.22 and —.19, respectively.



TABLE 4.12a Percentage Who Graduated from High School,
by Whether Family Ever Received Welfare During Ages 6-15

Family Received Welfare

Graduated No Yes
No 11 28
Yes 89 72
Percentage of Sample 71 29

TABLE 4.12b Percentage Who Attended College,
by Whether Family Ever Received Welfare During Ages 6—-15

Family Received Welfare

Attended College No Yes
No 58 78
Yes 42 22

TABLE 4.12¢ Percentage Who Had A Teenage Out-of-Wedlock Birth,
by Whether Family Ever Received Welfare During Ages 6-15

Family Received Welfare

Birth No Yes
No 91 72
Yes 9 28

TABLE 4.12d Percentage Who Had A Teenage Out-of-Wedlock Birth
and Received Welfare Within Two Years of that Birth,
by Whether Family Ever Received Welfare During Ages 6-15

Family Received Welfare

Teenage Receipt of Welfare No Yes
No 49 24
Yes 51 76
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TABLE 4.12e Percentage Who Are Economically Inactive at Age 24,
by Whether Family Ever Received Welfare During Ages 6—-15

Family Received Welfare

Economically Inactive No Yes
Yes 19 38
No 81 62

TABLE 4.12f Percentage Who Are Economically Inactive at Age 24,
by Whether They Graduated from High School

Graduated
Economically Inactive No Yes
Yes 36 22
No 64 78

Larger differences appear in the relationships between parental wel-
fare receipt and the two undesirable outcomes. For girls who lived in
families that received welfare, the probability of having a nonmarital
birth as a teenager is 28 percent, more than three times greater than the
9 percent of those growing up in a nonrecipient home who experienced
a nonmarital birth. The zero-order correlation between these two vari-
ables is .24.

The receipt of welfare during childhood also appears to be related to
the postbirth experience of those girls who did have a nonmarital birth
as a teenager. This pattern is shown in Table 4.12d. Nearly three-quar-
ters of such girls whose mothers were on welfare themselves became
recipients within two years of giving a birth. However, about one-half
of those girls whose family did not receive welfare became a recipient
within two years of having a child out-of-wedlock as a teenager.

The relationship of family welfare recipiency and the child’s activity
pattern at age 24 is shown in Table 4.12¢. For children who grew up in
a family that received welfare, the probability of being economically
inactive at age 24 is about .38; it is one-half this level—.19—for chil-
dren whose families were not recipients. The zero-order correlation co-
efficient between these variables is .15.
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One final economic inactivity relationship is shown in Table 4.12f.
It shows the relationship between two outcomes: high-school graduation
and economic inactivity. For those in our sample who graduated from
high school, 22 percent were inactive; more than 35 percent of the drop-
outs were economically inactive at age 24. The zero-order correlation
coefficient between these two variables is —.13.

Neighborhood Attributes

In recent years, social scientists have paid increasing attention to the
potential effect of neighborhood characteristics, especially those of in-
ner-city or disadvantaged neighborhoods, on the outcomes of children
(see Chapter 3). Research on this question has focused on neighborhood
characteristics that bring residents into contact with circumstances and
people that either serve as models of success or as exemplars of failure.

Here we present the zero-order relationships between two neighbor-
hood characteristics that are likely to influence adversely the ultimate
attainment of children who grow up in them and our four indicators of
success. The two neighborhood characteristics are: (1) the proportion
of households that are headed by single females, and (2) the proportion
of the individuals aged 16—19 in the neighborhood who are high-
school dropouts.

Proportion of Households Headed by a Female

Tables 4.13a and 4.13b show the relationship between the proportion
of households headed by a single woman in the neighborhood in which
children grow up and the educational attainment of these children. The
association between these variables is clear: those children who grow
up in neighborhoods with few female-headed households are far more
likely to graduate from high school (89 percent) than those who grow
up in neighborhoods where a majority of households are headed by
women (71 percent). Between these extreme proportions the relationship
between the proportion of households headed by a woman in the neigh-
borhood in which children grow up and the probability that they will
graduate from high school is not monotonic, and a clear break point
appears when the proportion of female heads reaches about 40 percent.
The zero-order correlation is —.13. ‘

The relationship between the proportion of female-headed households
in the neighborhood and college attendance patterns in our sample is
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even stronger. (The zero-order correlation is —.15.) Among the children
growing up in neighborhoods with few households headed by a female,
about one-half attend college. Conversely, of those growing up in
neighborhoods in which over 40 percent of the households are headed
by a female, only 24 percent attend college. The percentage between
these two extremes shows a nonlinear pattern.

Table 4.13c shows the relationship between the probability that a girl
will have a teenage out-of-wedlock birth and the extent of female head-
ship in the neighborhood in which she grows up. Because the level of
stigma associated with being an unmarried parent is likely to be less in
a neighborhood with more women in this circumstance, the expected
relationship between these two variables is positive. We find such a
zero-order positive relationship.

However, while the relationship is positive, it is distinctly nonlinear.
When a girl grows up in a neighborhood in which less than 20 percent
of the households are headed by a woman, her probability of having a
teenage birth out of wedlock is low—Iless than 11 percent. However, as
we have seen in some of the other patterns reported above, a contagion-
type effect seems to be present here. For girls growing up in neighbor-
hoods in which a quarter or more of the households are headed by a
woman, the probability that she will have a nonmarital birth exceeds 25
percent, and ranges to over 35 percent when 40 percent of the house-
holds are headed by single women. The zero-order correlation stands
at .22.

Finally, we present the relationship between the prevalence of fe-
male-headed households in the neighborhood in which a child grows up
and the probability that he or she will be economically inactive. While
the conceptual reasons for expecting such a relationship are not strong
in the case of males, we have seen that the concentration of female-
headed families is related to the probability that a girl will have an out-
of-wedlock birth. Such a choice is typically followed by a spell of wel-
fare recipiency, and hence economic inactivity.

As Table 4.13d shows, the relationship between this neighborhood
characteristic and economic inactivity is a rather strong one. While only
about 14 percent of the youths in our sample who grew up in a neigh-
borhood dominated by two-parent families (more than 90 percent) are
economically inactive, those who grew up in neighborhoods in which
female-headed families were common (say, 20 percent or more) had
inactivity rates well in excess of 30 percent. Those in communities with
a majority (more than 50 percent) of households headed by single moth-



TABLE 4.13a Percentage Who Graduated from High School,
by Proportion of Female-Headed Households in Neighborhood

Proportion
Graduated <10 10-20 20-30 30-40 40-50 >50
No 11 14 22 17 28 29
Yes 89 86 78 83 72 71
Percentage of Sample 52 37 15 10 5 3
TABLE 4.13b Percentage Who Attended College,
by Proportion of Female-Headed Households in Neighborhood
Proportion
Attend College <10 10-20 20-30 30-40 40-50 >50
No 50 68 69 70 75 76
Yes 50 32 31 30 25 24
TABLE 4.13c Percentage Who Had a Teenage Out-of-Wedlock Birth,
by Proportion of Female-Headed Households in Neighborhood
Proportion
Birth <10 10-20 20-30 30-40 40-50 50+
No 95 89 75 79 64 74
Yes 5 i1 25 21 36 26
TABLE 4.13d Percentage Who Are Economically Inactive at Age 24,
by Proportion of Female-Headed Households in Neighborhood
Proportion
Economically Inactive <10 10-20 20-30 30-40 40-50 >50
Yes 14 27 30 36 29 37
No 86 73 70 64 71 63
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ers had a 37 percent probability of being economically inactive at age
24. The zero-order correlation coefficient is .16.

High-School Dropouts

Another neighborhood characteristic that is likely to influence the
outcomes of the children who grow up in them is the prevalence of
high-school dropouts among young adults living in the neighborhood.
Here, we focus on the proportion of the neighborhood’s residents aged
16—19 who have not finished high school, and relate this variable to
each of our four outcomes.® Tables 4.14a—4.14d present the relevant
cross-tabulations.

As expected, the relationship between the prevalence of dropouts in
a neighborhood and the educational attainments of the children who
grow up in that neighborhood is a strong one. Among those in our
sample who live in areas in which more than 90 percent of the young
adults have finished high school, over 90 percent graduate from high
school. At the other end of the scale, nearly 60 percent of the children
who have grown up in a neighborhood in which more than 40 percent
of those aged 18-25 have failed to graduate from high school are them-
selves dropouts. This is the highest proportion of nongraduates by any
of the factors employed in our cross-tabulations. As with some of the
other relationships we have explored, there is a clear nonlinearity in this
relationship as well: a distinct tipping point seems to exist when about
20-30 percent of the youths in the neighborhood are dropouts. The
zero-order correlation coefficient between these two variables is —.18.

A similar, but somewhat less strong, relationship also exists between
the proportion of dropouts in a neighborhood and the postsecondary
schooling attendance probabilities of the children who grow up in the
neighborhood. About one-half of those children who have grown up in
areas with very few dropouts attend college, while less than a quarter
(23 percent) of those in areas with a high proportion of dropouts con-
tinue on beyond high school. The zero-order correlation coefficient is
—.17.

The relationship between the neighborhood high-school dropout vari-
able and the proportion of the girls in our sample who have a teenage
out-of-wedlock birth is also strong. This is shown in Table 4.14¢. Six
percent of the girls who grew up in neighborhoods with few youths who
were high-school dropouts had such a birth, while 27 percent of those
who grew up in neighborhoods in which more than 40 percent of the
youths had failed to complete high school gave birth out of wedlock as



TABLE 4.14a Percentage Who Graduated from High School,
by Proportion of Young Aduits in Neighborhood Who Dropped Out

Proportion Dropped Out

Graduated <10 10-20 20-30 30-40 >40
No 8 15 22 22 58
Yes 92 85 78 78 42
Percentage of Sample 28 40 24 6 2

TABLE 4.14b Percentage Who Attended College,
by Proportion of Young Adults in Neighborhood Who Dropped Out

Proportion Dropped Out

Attended College <10 10-20 20-30 30-40 >40
No 50 67 70 79 77
Yes 50 33 30 21 23

TABLE 4.14c Percentage Who Had a Teenage Out-of-Wedlock Birth,
by Proportion of Young Adults in Neighborhood Who Dropped Out

Proportion Dropped Out

Birth <10 10-20 20-30 30-40 >40
No 94 87 77 76 73
Yes 6 13 23 24 27

TABLE 4.14d Percentage Who Are Economically Inactive at Age 24,
by Proportion of Young Aduits in Neighborhood Who Dropped Out

Proportion
Economically Inactive <10 10-20 20-30 30-40 >40
Yes 18 26 25 31 43
No 82 74 75 69 57
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a teenager—a 4.5-fold difference. The zero-order correlation coefficient
for this relationship is .18.

Finally, Table 4.14d shows the relationship between the prevalence
of youths who failed to complete high school in the neighborhoods in
which the children in our sample grew up, and the economic activity
levels of these children when they are 24. The neighborhood differences
are very large. For those who grew up in neighborhoods in which virtu-
ally no high-school dropouts lived, the rate of economic inactivity is
less than 20 percent. However, those in our sample who grew up in
neighborhoods in which more than 40 percent of the youths failed to
complete high school had economic inactivity rates in excess of 40
percent.

AN ANALYSIS OF RELATIONSHIPS
BASED ON MULTIPLE REGRESSIONS

Cross-tabulations such as those presented in the previous section allow
only simple relationships—those without controlling for other important
factors—to be observed. In this section, we first present the results of
regressions using as dependent variables either those education,
childbearing, and economic inactivity outcomes discussed earlier, or
variants of them: whether the individual graduated from high school,
the years of schooling completed, whether a female had an out-of-
wedlock birth when she was between the ages of 15 and 18, and
whether the individual was economically inactive at age 24.'°

We present two estimates for each of the four dependent variables:
first, an ordinary least squares estimate in which the coefficient can be
readily interpreted as a partial derivative; second, an appropriate maxi-
mum likelihood (probit or tobit) estimate appropriate to the dependent
variable in question. In the case of high-school graduation and having a
teenage out-of-wedlock birth—both limited dependent variables—probit
analysis is used.!! In the case of years of completed schooling,!? we set
the maximum level of education to be 14 years (which provides accurate
information on the entire sample) and employ a tobit maximum likeli-
hood model.!? For the second set of results, those employing maximum
likelihood methods, only the t-statistics are presented as the coefficient
values have little quantitative meaning.

The Basic Model

In our basic model, we relate our four primary outcome or attainment
variables—high-school graduation, years of education, teenage out-of-
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wedlock birth, and economic inactivity—to a limited set of background,
parental activity, and investment choice variables. The independent
variables are:

Background
Female
African-American

Parental Choices/Opportunities
Mother a high-school graduate or more
Father a high-school graduate or more
Any religion
Average posttax family income -+ poverty line, ages 6—15
Average number of siblings, ages 6—15
Number of years lived in an SMSA, ages 6—15

Family Circumstances
Number of years family head disabled, ages 6—-15
Number of years mother worked, ages 6—15
Number of years lived with one parent, ages 6—15

The results of these estimates are presented in Table 4.15.

We also present a modified version of this base model in Table 4.16.
In this model, we replace years lived in an SMSA with years lived in
the South, and years lived with one parent with average annual hours
of parental time spent with children, ages 6—15. We discuss results from
both models in this section, describing the impact of the explanatory
variables on our dependent, or outcome, variables.

Background Variables

Gender. For all three of the models estimated using the sample with
both genders included—high-school graduation, years of education, and
economic inactivity—the gender variable (female = 1) is statistically
significant, and the signs are as expected. Holding all other factors con-
stant, being female is associated with a higher probability of graduating
from high school and having more years of education when schooling
is complete than is being male. Women are also more likely to be eco-
nomically inactive at age 24 than are men.

Race. Controlling for the other variables included in the model, we
find that African-American persons are more likely to graduate from
high school, have more years of education, and to be economically in-
active at age 24 than are whites. The results on the education out-
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comes are different than those observed in the cross-tabulations, where
African-Americans tended to have less education than whites. In the
multiple regression results, when the effects of all of the background,
parental choice, and family circumstance variables are controlled for,
African-Americans are estimated to have about .3 years more schooling
than are whites. For the teenage out-of-wedlock birth regression, Afri-
can-American females are more likely to experience such an outcome
than are whites, a pattern consistent with the cross-tabulations.

Parental Choices/Opportunities

Father a High-School Graduate. Having a father who is a high-
school graduate is positively associated with the probability that the
child will graduate from high school; it is also positively associated with
the number of years of schooling. The estimated impact is about .6 of
a year more education for children whose fathers are graduates, com-
pared with those children whose fathers have not completed high
school. Both of these education coefficients are statistically significant.
For the teenage out-of-wedlock birth outcome, the education of the fa-
ther appears to have no significant impact. The father’s education is
negatively related to the probability that the child will be economically
inactive at age 24, and the coefficient is significant.

Mother a High-School Graduate. The effect of the mother’s educa-
tion on children’s outcomes is very similar in both sign and magnitude
to the effect of father’s education, with one important exception. For
the teenage out-of-wedlock birth outcome, the impact of the mother’s
education is large and highly significant; the father’s education, while it
had the same sign, was not significant.!* Daughters of mothers who
have a high-school diploma are significantly less likely to give birth as
an unmarried teenager than are the daughters of mothers who have
failed to graduate.

Religion. The variable measuring religion in our data does not record
the intensity of religious involvement, but simply whether or not respon-
dents indicate that they have a religion and are willing to identify it.
Our findings on the effect of having a religion are mixed: religion does
not appear to be significantly associated with the probability of high-
school graduation, but it is positively though not quite significantly as-
sociated with the number of years of education that the child attains.
The effect of this variable on the years of education completed is about
.3 of a year (holding constant all of the other variables in the model).
Reporting a religion is negatively related to the probability that a girl
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will have a teenage out-of-wedlock birth, and is statistically significant.
While the sign on the coefficient of the religion variable is as expected
in the economic inactivity model, it is insignificant.

Average Posttax Family Income over Child’s Ages 6—15. In all four
models shown in each of Tables 4.15 and 4.16, the sign on this eco-
nomic resource variable is as expected: family economic resources are
related to desirable outcomes. However, the levels of statistical signifi-
cance vary widely. For the high-school graduation variable, family re-
sources have an independent and marginally significant effect. How-
ever, this variable is very strongly related to the number of years of
completed education, and the t-statistic is quite high. This is as ex-
pected, as family resources would be likely to have more of an effect
on continuing schooling beyond high school than on high-school com-
pletion. The results suggest that for each additional $1000 of average
annual family income, a child receives an additional .16 of a year of
schooling. The relationship of family economic resources to the proba-
bility of a teenage nonmarital birth is statistically significant (except in
one of the specifications using the linear probability model). Not sur-
prisingly, its relationship to economic inactivity is small and not sig-
nificant. !>

Family Circumstances

Number of Years Family Head Is Disabled, Ages 6—15. Growing up
in a family in which the head of the household is disabled is likely to
require additional resources in terms of care for the parent, medical
care, and time. It also implies that the head of the family will not be
contributing to the earnings and other economic resources of the family
as would an able-bodied family head. All of these effects imply a reduc-
tion in the resources available to the child. (An exception to this may
be increased time that the disabled parent might be able to spend with
the child.) Our results are consistent with the view that reduced eco-
nomic resources will have a negative effect on children’s outcomes.

Children with a disabled parent who is the head of household are less
likely to graduate from high school and, on average, they will have
fewer years of schooling (relative to otherwise identical children whose
family head is able-bodied). However, the effect of this variable on the
number of years of completed education is not large—.05 years of
schooling per year the head is disabled, or a maximum of one-half year
less schooling if the parent were disabled over the entire period when
the child is 6-15. There appears to be no association between having a
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disabled head and either the probability of a teenage birth or the proba-
bility of being economically inactive at age 24.

Number of Years Mother Worked, Ages 6—15. The number of years
that a mother works while her child is aged 6—15 could create two
offsetting effects on the child’s ultimate attainment. First, time spent in
the labor force implies a reduction in the time that the mother would
have available for child-related activities. Second, work time yields
earned income, and hence economic resources that could be used to
benefit the child. A third possible effect of the mother’s work could be
its role-model impact on the child.

Our results suggest a significant and positive association between the
number of years a mother works and the probability that the child will
graduate from high school. However, the mother’s work variable has
no significant relationship to the level of completed schooling of the
child. The first of these relationships suggests that the economic re-
sources or the role-model effect of mother’s work may dominate; the
second suggests that the reduction in time spent with children may offset
these positive effects.

While there is no statistically significant association between the
number of years a mother works and the probability her daughter will
give birth as a teenager out of wedlock, the mother’s work variable is
negatively and significantly associated with the probability that the child
will be economically inactive at age 24. This last result again suggests
that the role-model effect of the mother’s economic activity may have
an important effect.

Number of Years Living with One Parent, Ages 6—15. A second indi-
cator of parental time is the number of years that the child lived with a
single parent when the child was 6-15. As with the results found in the
cross-tabulations, the effect of this factor varies as expected with our
four outcome variables. Children who live more years with one parent
are significantly less likely to graduate from high school and are pre-
dicted to complete fewer years of schooling. For each additional year
spent living in a one-parent family, the expected decrease in completed
schooling is .04 of a year—or nearly one-half a year of completed
schooling if all 10 years were spent living in a one-parent family.

The time that a girl lives with one parent is positively and signifi-
cantly related to the probability that the girl with have an out-of-wed-
lock birth as a teenager. While this independent variable is positively
related to the probability that the child will be economically inactive
when he or she reaches the age of 24, the coefficient is not significant.
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The substitute for the variable measuring years lived with one parent
in Table 4.16 is the variable measuring time spent with parents. This is
an average of hours per year when the child is aged 6—15. The amount
of time that parents spend with the child is significantly related to the
probability the child will have a teenage out-of-wedlock birth. For each
addition of 100 hours per year of parental child-care time, the daughter
has a 1 percent lower probability of giving birth as a nonmarried teen.
This child-care time variable is also significantly associated (at the 10
percent level) with a reduced probability of being economically inactive
at age 24. Here again, for every addition of 100 hours per year the
parents spend with a child, the probability of economic inactivity is
reduced by 1 percent. This parental time input variable is not signifi-
cantly associated with the education level of the child.

Average Number of Siblings, Ages 6—15. The parental reproductive
choice regarding completed family size is reflected in the number of
siblings in the family of a child. A larger number of siblings in the
family may indicate a dilution of the time spent by parents with any
given child. While the evidence on this dilution effect is not strong,
prior research has often found that children who grow up in large fami-
lies tend to have lower achievement levels than children who are raised
in small families. Our measure of this variable reflects the average num-
ber of siblings with whom a child lived when he or she was aged 6—15.

The estimates suggest a negative and significant relationship between
the number of siblings and educational attainment. This relation is con-
sistent with the asserted trade-off between the quantity of children that
parents have and the quality of these children. The estimates indicate
that each sibling with whom a child lives when that child is 6-15 is
associated with about .6 fewer years of schooling, controlling for all of
the other variables included in the model.

There is also a significant association between number of siblings and
the probability that the girls in our sample will have a teenage nonmari-
tal birth. While both the OLS and the probit results indicate a significant
relationship, the t-statistic is smaller in the more appropriate probit
model. One interpretation of this result is that the reduced parental at-
tention given to children with many siblings may have a negative effect
on outcome. Another possible interpretation is that children who grow
up in large families may accept large family size and childbearing as a
norm or value.

Finally, while the number-of-siblings variable is positively associated
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with a higher probability of economic inactivity, the coefficient is not
at all significant.'®

Number of Years Living in SMSA, Ages 6—15. The last variable in-
cluded in our basic estimates—the number of years that the parents
chose to live in a large urban area when the child was 6—15—is a mea-
sure of the cost of living in the area in which the child grew up and/or
a measure of the prevailing attitudes and values in the area. In the basic
estimates for the four primary outcome variables, this areal variable has
no significant effect on either of the educational attainment outcomes,
but in both cases the relationship is negative. The SMSA variable ap-
pears to be negatively related to the teenage out-of-wedlock birth out-
come for the girls in our sample, but the coefficient has marginal statis-
tical significance. Only in the case of the economic inactivity outcome
does the SMSA variable have a statistically significant effect: growing
up in an SMSA is positively and significantly associated with the proba-
bility of being inactive at age 24.

The alternative specification replaces this variable with years lived in
the South while growing up. The pattern of results for this variable is
similar to those for the SMSA variable for the education outcomes. The
signs in both equations are negative, but in neither model is the variable
statistically significant. Growing up in the South is negatively related to
the probability of having a nonmarital teenage birth, and the coefficient
is statistically significant. This result may reflect the different values
and norms prevalent in the southern region of the country, or the lower
expected welfare benefits there, or greater religious intensity, or perhaps
a lower cost of living. A southern upbringing is also related to a lower
probability of being economically inactive, but the coefficient is not sig-
nificant.

The Basic Model Plus Parental Choices/Opportunities
Creating Children’s Stress

As suggested in earlier chapters, one set of factors thought to be
important in explaining the success of young adults is their exposure to,
or their avoidance of, stress-producing events or circumstances. In this
section, we describe the results from a series of models that add five
variables designed to measure the effect of stressful parental decisions
on events that occurred during the childhood years (ages 6—15) of the
individuals in our sample. The stress variables include:
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¢ Number of years that a parent was unemployed
* Number of parental separations

¢ Number of parental marriages or remarriages

* Number of geographical moves

* Whether the family was ever on AFDC

We are interested in the relationship between each of these variables
and our primary outcome variables, but also whether their inclusion in
the model substantially alters the signs and significance levels of the
already-included variables. The results of these estimations are reported
in Table 4.17.

The first stress variable——the number of years a parent was unem-
ployed—is likely to cause stress through a variety of channels. These
include the loss of income, reduced self-esteem for the parent as well
as the child and other family members, and stress due to budgeting
and uncertainty regarding future income. Given all of these potential
influences, it is perhaps surprising that this factor does not appear to
play a significant role in influencing any of our outcome variables.

The second stress variable—the number of parental separations—is
also likely to influence adversely the child’s well-being in a number of
ways, including the stress of the separation itself (and the associated
insecurity and ill feelings) and the likely reductions in income and pa-
rental time. This stress variable is significantly and positively associated
with the probability that a daughter will have a teenage out-of-wedlock
birth, but has no statistically significant effect on the schooling or eco-
nomic inactivity outcomes. The estimated impact of this variable on the
childbearing outcome is not large—the probability of having a teenage
out-of-wedlock birth increases by .1 percent with each separation.

The third measure of stress—the number of marriages or remarriages
of the parent with whom the child is living when he or she is aged
6—15—may in fact signal increased stability (especially financial stabil-
ity) in family life, and another adult to provide attention and guidance.
On the other hand, a parental marriage or remarriage may create addi-
tional family stress as it often brings into the household an additional
person or persons who may compete for the time of the child’s parent,
add demands for resources, and change the child’s daily pattern. In the
case of nonmarital births, the remarriage may suggest to the child a
rejection of the single-parent role by the parent, and this may convey
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both a new norm as well as information on these two marital status
options. In the case of years of education, the interpretation may be that
the income variable measures family income but the part earned by the
step-parent is not available to the child.

Our estimates suggest that the positive influence seems to dominate
for the teenage out-of-wedlock birth outcome, but for years of com-
pleted education the negative effect appears to dominate. There is no
significant effect of this factor for either the high-school completion or
economic inactivity outcomes.

The fourth measure—the number of location moves—is negatively
associated with both the probability of high-school graduation and with
years of schooling, as we observed in the cross-tabulations. On average,
we estimate that for each location move when the child is aged 6-15,
the child will complete .09 fewer years of school. For the teenage out-
of-wedlock birth outcome, we found a generally positive, but nonlinear,
relationship between having such a birth and the number of moves in
the cross-tabulations; in the regression results we observe a positive re-
lationship that is not statistically significant. The number of geographi-
cal moves is not significantly associated with economic inactivity.

The last stress variable—whether or not the family ever received wel-
fare while the child was aged 6—15—reflects the presumption that being
on welfare has stigma effects, thereby increasing the child’s stress and
feelings of limited opportunities. The variable may also measure atti-
tudes or norms held by the family, and it is related to assertions regard-
ing the intergenerational transmission of welfare recipiency, suggesting
that children of welfare recipients are themselves likely to be welfare
recipients. The presumptions lying behind this view concern the impact
of the additional information about the welfare system that recipiency
conveys, the reduced level of information of and contacts with the labor
market for those who are recipients, and a reduced stigma associated
with receiving welfare.

It seems likely that this last variable would have the strongest tie to
the teenage nonmarital birth outcome, which would be consistent with
the pattern observed in the cross-tabulations presented in the first section
of this chapter. In our regression results, however, we find no signifi-
cant relationship between the teenage nonmarital birth outcome and
whether or not the child’s family ever received welfare. The welfare
recipiency variable also has no significant relationship with the two
schooling outcomes, suggesting that rather than welfare per se, it is



TABLE 4.17 Muitiple Regressions Including Stress Variables

Years of Education

High-School Graduate (max = 14)
t-st. t-st.

Variable Coef. t-st. probit Coef. t-st. tobit
Constant .80 17.3** 3.5*%  11.68 58.7%*%  52.3%*
Female .03 1.9%* 2.0%  0.26 3.6%* 4.1**
African-American .08 3.6%* 3.3 %* .31 3.3 %% 3.9**
Average Number of

Siblings? -.01 2.0** 1.9* —.06 2.4%* 1.9%*
Father a High-School

Graduate or More .08 3.6%* 3.8%* .60 6.2%* 6.0%*
Mother a High-School

Graduate or More .08 4.1 %* 3,9%* .50 5.8** 5.3%*
Any Religion .01 0.2 0.4 .19 1.4 1.1
Average Posttax

Family Income +

Poverty Line? 0471 0.6 1.2 .16 5.7%* 5.5%**
Number of Years

Family Head

Disabled® —-.02 5.0%* 4.4*x — (04 2.2%% 1.8*
Number of Years

Mother Worked? .01 2.4%* 2.4 %% .01 0.6 0.6
Number of Years

Lived in SMSA?  —.027! 0.9 1.1 —.027! 0.2 0.6
Number of Years

Lived with One

Parent? -.01 1.8% —1.8* —.03 1.8% 1.8%
Average Number of

Years Head

Unemployed? 0.01"' 0.0 0.6 -.02 1.2 1.3
Number of Parental .

Separations ® .02 0.6 0.5 12 1.1 1.0
Number of Parental

(Re)marriages? 037! 0.1 -0.5 -.26 2.1 %% 2.1 %%
Number of Household

Location Moves® —.03 5.8%* 4.9*%*  —.09 4 4%* 3.8%*
Family Ever Received

AFDC=1? —.04 1.4 0.9 -.05 0.5 0.5
R-squared (chi-square) 13 (229) .22 45.1)

NOTE: Regressions include controls for whether both parents are in the sample as of 1968, and
whether the child’s grandfather was foreign-born.

2During ages 6-15.

*Significant at 10 percent level.
**Significant at 5 percent level.



Teenage Out-of-
Wedlock Birth

Economically Inactive

t-st. t-st.
Coef. t-st. probit Coef. t-st. probit
0.07 1.2 —2.6** .18 2.1%* —3.0**
.08 2.5%* 2.5%*
.07 2.2%* 1.8** .08 2.0** 2.1%*
.02 2.9%* 2.0%* -.017! 0.1 0.1
—.01 0.2 0.2 —.06 1.6* 1.6*
-.12 4.6%* 4.5%* —.05 1.4 1.4
-.04 0.9 1.5 —.01 0.2 0.3
-.0172 0.2 2.2%% —-.037! 0.2 0.3
—.0472 0.7 -0.3 -.0272 0.0 0.1
072 0.2 0.3 —.01 1.7* 1.8%*
—-.0271! 0.8 1.3 .01 2.3%* 2.5%*
.01 1.8* 1.4 0171 0.1 0.1
-.02 0.0 0.4 .01 1.2 0.8
11 3.4%* 3.3%x -.02 0.4 0.4
-.07 1.7* 1.1 .03 0.5 0.6
.01 1.3 1.4 .01 0.7 0.9
.02 0.6 -03 .08 1.8* 1.7*
15 154) 10 (78)
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those factors that lead a family to receive welfare that are significant
factors in influencing the education and childbearing outcomes of the
children in our sample.

Interestingly, however, growing up in a family that received welfare
is positively—but not quite significantly—associated with the probabil-
ity that the child will be economically inactive at age 24. This relation-
ship is consistent with the intergenerational welfare transmission per-
spective, suggesting that growing up in a family that receives welfare
increases the probability that a child will be economically inactive and,
possibly, a welfare recipient.

Finally, we ask whether the inclusion of the stress variables in the
model has an effect on the other coefficient estimates. With the excep-
tion of the variables for years lived with one parent and religion, there
are only small changes in the signs and significance levels of the other
included variables. The coefficient on the variable for years lived with
one parent remains marginally significant in the schooling equations,
but it becomes insignificant in the teenage nonmarital birth estimations
once the full set of five stress-related variables are added to the model.
This variable was not significant in any of the estimations involving the
economic inactivity outcome. This pattern suggests that it may be the
stress of a separation, rather than years living with one parent, that has
the stronger tie to the probability of a teenage nonmarital birth.

The Basic Model Plus Neighborhood Attributes

Another set of factors that have received increased attention as poten-
tially important determinants of individual behaviors and outcomes are
neighborhood factors: those characteristics of neighborhoods related ei-
ther to low income, ghetto patterns, or to affluence and high achieve-
ment. Clearly, neighborhoods are not truly exogenous factors: parents
choose where to live within the set of constraints regarding income and
assets, job opportunities, housing values, and the location of family and
friends. Moreover, the influence of neighborhoods may interact with the
family’s choices and circumstances as the characteristics of those in the
neighborhood reinforce or are at odds with those of the family. Con-
versely, the influence of neighborhoods on children may be independent
of the parents’ characteristics and choices as children grow up, attend
schools, and are exposed to the norms, values, and experiences of those
in their neighborhood.
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We include measures of three neighborhood characteristics in this
version of our extended model 7

* Average percentage of youths who are high-school dropouts, ages 6—15

* Average percentage of families in the neighborhood that are headed by
a female, ages 6-15

* Average percentage of the workers in a neighborhood that are em-
ployed in a high-prestige occupation (such as executive and managerial
occupations), ages 6—15

The first set of neighborhood characteristics, those related to low in-
come or ghettolike patterns, are expected to influence adversely a
child’s perceptions of future opportunities, and hence to reduce perfor-
mance. The positive elements are viewed as demonstrating values and
norms associated with attractive outcomes. As indicated above, we take
these variables as proxies for community and school quality, and hence
the level of social and governmental investment in children. The results
are reported in Table 4.18.

The variable measuring the upper-class character of a neighborhood
is not significantly related to any of our education and childbearing vari-
ables, but is positively and marginally significantly related to the eco-
nomic inactivity variable. Perhaps this relationship implies that the fore-
going of productive activities is a normal good, reflecting the higher
incidence of nonwork of the spouses of high-earnings males.

The variable measuring the proportion of high-school dropouts was
strongly related to the high-school graduation outcome in the cross-tabu-
lations presented in the first section of this chapter, and the results in
the regressions are consistent with this pattern. Even after controlling
for the rich set of family and background characteristics, living in an
area with a greater proportion of young adults who are high-school
dropouts is negatively and significantly related to the probability that an
individual will graduate from high school. This neighborhood character-
istic is also negatively, but not quite significantly, related to the years
of completed schooling. This variable appears to have no significant
relationship to the probability of a teenage nonmarital birth or to the
probability of economic inactivity at age 24.

The final neighborhood variable—the prevalence of female-headed
families—also attempts to capture characteristics of the families in the
immediate environment in which children grow up that might influence



TABLE 4.18 Multiple Regressions Including Neighborhood Variables

Years of Education

High-School Graduate (max =14)
t-st. t-st.

Variable Coef. t-st. probit Coef. t-st. tobit
Constant .87 14.8** 3.3** 11.53 47.6%* 43.0%*
Female .04 2.4 %% 2.5%* .28 3.9%* 4. 4%
African-American .11 4.2%% 3.8** .48 4.4%% 4 gk
Average Number of

Siblings*® -.02 2.7** 2.5% — .08 2.9%x 4%*
Father a High-School

Graduate or more .08 3.7%* 4.0%* .59 6.1%%  509%*
Mother a High-School

Graduate or more .07 3.5%* 3.2%% 46 5.3%¥%  4.8%*
Any Religion .02 0.7 0.9 .26 1.9* 1.5
Average Posttax

Family Income -+

Poverty Line? 037! 04 1.0 .14 4.7%% 4. 8%k
Number of Years

Family Head

Disabled? -.02 5.7 %* 4.7*%* —.05 3.3%x 2 8wk
Number of Years

Mother Worked? 0171 2.3 2.0%%* 0471 0.4 0.5
Number of Years

Lived in SMSA® -.027!' 038 0.8 0171 0.1 0.2
Number of Years

Lived with One

Parent?® —-.01 3.2%* 2.9%%  — .04 2.8%k D BHk
Average Percentage of

Workers in High-

Prestige Occupations® —.01"2 0.4 0.2 .01 1.4 0.7
Average Percentage of

Youths Who Are

High-School

Dropouts? —.0471  3.9%x 3.4* — .01 1.2 1.7*
Average Percentage of

Female Heads? —-.03"2 03 0.1 -.01 1.2 1.2
R-squared (chi-square) 12 (229) 21 45.1)

NOTE: Regressions include controls for whether both parents are in the sample as of 1968, and
whether the child’s grandfather was foreign-born.

2During ages 6-15.

*Significant at 10 percent level.
** Significant at 5 percent level.
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Teenage Out-of-Wedlock Birth

Economically Inactive

t-st. t-st.
Coef. t-st. probit Coef. t-st. probit
0.06 0.8 —2.1%* .14 1.3 —3.0%*
.07 2.4 %* 2.4%%*
.05 1.4 1.1 11 2.4 2.6%*
.02 3.0%* 1.9% 0271 0.0 0.1
—.027! 0.1 0.0 —.08 1.8% 1.9%
-.12 4.2%* 4.0%* —.05 1.4 1.3
-.06 1.5 2.0%* -.02 0.4 0.4
-.027! 0.2 2.1 %* -.01 0.8 1.0
.0872 0.2 -0.2 0571 0.8 0.6
017! 0.4 0.9 —.01 2.7H% 2.6%*
037! 0.9 1.1 .01 2.5%* 2.8**
.02 4.4** 3.3 %% 051 0.8 0.6
0472 0.2 -0.1 0471 1.6* 1.8%
037! 1.6 1.3 037! 1.3 1.4
0772 0.5 0.4 -.01°! 0.7 0.9
.14 (139) .10 amn
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their choices and attainments. This variable is not significantly related
to any of the four outcomes that we analyze in this chapter. The nonlin-
ear nature of the underlying relationship that was identified in the cross-
tabulation results presented in the first section suggests the reason for
this lack of a statistically significant relationship.!8

The introduction of these neighborhood variables into the basic re-
gression model causes only a few changes in the signs and significance
levels of the other variables. First, in the high-school completion equa-
tion, average family income during the individual’s childhood years
loses the marginal significance that it had in the basic specification. This
suggests that when the family-income variable is entered into the model
without the neighborhood variables (the base model), its estimated im-
pact is partly capturing the effect of the neighborhood in which the
child lived.

Second, the positive coefficient on the race variable in the years-of-
schooling model increases when the neighborhood variables are in-
cluded in the estimation. This suggests that the generally lower rates of
college attendance for African-Americans partially reflect neighborhood
characteristics, and that once these factors are included in the regres-
sion, the effect of race on years of education is even greater than sug-
gested in the base estimates. In the model including the neighborhood
characteristics, an African-American person is estimated to have, on
net, nearly one-half year more of completed education than a white
person.

Finally, the relationship between living in an urban area and having
a teenage out-of-wedlock birth changes sign in the specification with
neighborhood variables. However, in neither case is the variable statisti-
cally significant.

NOTES

1. Because these cross-tabulations focus on the relationship between only a
few variables at a time, we view them as only indicative of the potential
relationships revealed in the data. Hence, we do not present measures of
statistical significance for these estimates. To explore the independent rela-
tionships between several determinant variables and our attainment indica-
tors, we present multiple regression estimates later in the chapter. These
estimates are accompanied by measures of statistical significance. A table
of zero-order correlations between all of those variables discussed in this
section and the dependent variables are provided in an appendix to this
chapter.
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2. Economically inactive is defined only for those age 24 and over as of
1988. A person is economically inactive if he or she is not a full-time
student; does not work 1000 hours or more per year, does not attend school
part-time and work 500 hours; is not the mother of an infant, or is not the
mother of two or more children less than 5 years old; or is not in school
part-time and the mother of a child less than 5 years old.

3. The zero-order correlations among these variables (reported in the appen-
dix to this chapter) convey similar information. The correlation coeffi-
cient describing the relationship between a dummy variable for African-
American and high-school completion is —.08 (meaning that being
African-American relative to white leads to an 8 percentage point negative
difference between the two probabilities of graduating from high school.
The coefficient for college attendance is —.14, and among females, that
for experiencing a teenage out-of-wedlock birth is .26. The zero-order cor-
relation coefficient between the dummy variable for African-American and
economic inactivity is .21.

4. Later we explore whether these differences are attributable to racial differ-
ences in opportunities, attitudes, or proxies for the level of family and
social investment in children, rather than race per se.

5. The data for these results are not shown in the tables.

6. The zero-order correlations between whether a child’s mother graduated
from high school (versus not graduating) and: (1) the child’s own gradua-
tion from high school; (2) the child’s attending college; and (3) the child’s
years of schooling are .21, .25, and .31, respectively.

7. The zero-order correlations between the number of location moves and
high-school completion is —.19; between the number of moves and post-
secondary school attendance it is —.12. This pattern is consistent with the
negative but nonlinear pattern we observe in the cross-tabulations.

8. Persistence in poverty is likely to be correlated with the distance below the
poverty line of the family’s permanent income; hence, what we interpret
as the relationship between poverty persistence and schooling, in fact, may
reflect the relationship between the permanent poverty income gap of the
family and schooling.

9. One might be concerned that this neighborhood characteristic is endoge-
nous: that the youths in the sample are part of this neighborhood and could
themselves be included in the dropout count. For several reasons, this is
not a problem. First, only the very oldest of the children in our sample—
those who were 5-6 years old in 1968—are 16 or 17 as of 1979, the
date of the 1980 Census that provides the measure of the neighborhood
characteristics for the 1980—1985 period. Second, there are very few of
these youths in any neighborhood relative to the total number of youths in
the neighborhood. For both reasons, our neighborhood measures are
largely independent of the behavior of the observations in our sample.

10. College attendance is not included in this analysis, as it is conditional on
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high-school graduation. Hence, an appropriate analysis would need to
model! this decision in conjunction with the high-school graduation deci-
ston. We present such a sequential decision analysis in Chapter 5. The
same logic applies to the receipt of welfare, as it is conditional on eligibil-
ity, which requires the presence of a dependent child. For an analysis of
this sequential decision, see Chapter 6.

The use of ordinary least squares (OLS) analysis in the case of a dichoto-
mous dependent variable is known as a linear probability model. Such
models have two potential problems: (1) the fitted values could be outside
the 0-1 interval, making problematic the labeling of the predicted values
as probabilities, and (2) the residuals from the estimates may be hetero-
skedastic. The probit estimation procedure eliminates these problems. The
underlying assumption of the probit model is that the cumulative distribu-
tion of the disturbance term is normally distributed.

The potential problem here is that the final level of schooling is not ob-
served for some of the observations in our sample. This is likely to be the
case for the younger subjects, some of whom ultimately graduate from
college, or for nearly any of those who will eventually enter graduate
school.

In the case of such right-hand-side censoring, the use of OLS may lead to
biased estimates of the parameters. A commonly used alternative is a tobit
specification that assumes an underlying normal distribution.

The zero-order correlation of the mother being a high-school graduate and
the father being a high-school graduate is .47.

Parental income could have two offsetting effects on youth inactivity at
age 24. Higher parental income implies high parental motivation, drive,
and connections, suggesting lower levels of youth inactivity. On the other
hand, higher parental income indicates the availability of income sources
other than self-earnings for youths, implying a higher probability of youth
inactivity.

It is difficult to draw out a consistent result regarding the effect of parental
time from the coefficient estimates of the three variables reflecting the ex-
tent of available time variables. While the time the mother works appears
positively to affect outcomes (at least for high-school graduation and eco-
nomic inactivity), the time spent living with one parent and the number
of siblings appear to have negative effects on children’s attainments. The
substitution of the variable estimating the actual time parents spend with
the child for the variable measuring the number of years that the child
lived with one parent suggests that the average time parents spend with
their daughters is significantly and negatively related to the probability that
the daughter will have a nonmarital birth as a teenager. The estimated
relationship of the number of years the mother worked to her children’s
attainments is not affected by this modification to the specification of the
model. However, the effect of the number of siblings is somewhat more
strongly (and negatively) related to the years of schooling and teenage
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births than it is when the years lived with one parent are included. Since
the time spent with the child is an estimated value and hence afflicted with
measurement error, these results do suggest that parental time plays some
role—perhaps an important one—in influencing the probability of high-
school graduation as well as teenage nonmarital births.

We have added the neighborhood variables to the basic equation. If, in-
stead, the neighborhood variables are added to the specification reported in
Table 4.17, the signs and significance of the neighborhood variables are
essentially unchanged.

As indicated in our discussion in the first section of this chapter, a thresh-
old relationship seems to exist for a number of variables, including this
one. A specification of this relationship as linear will not capture this sort
of nonlinear pattern.



APPENDIX 4A
SUMMARY STATISTICS

TABLE 4A.1 Correlation Matrix, Full Sample, N=1705

African- Mother a Location

Variable American Graduate Moves
Dependent

Graduated high school * —.08 21 —.19

Attend college * —.14 25 —.12

Years of education -.17 31 —.19
Independent

African-American * 1.00 —-.36 .04

Mother a high-school graduate * —.36 1.00 —.04

Number of household location moves ¥ .04 —.04 1.00

Number of parental separations T .02 .01 .28

Years lived in poverty T .51 -.37 12

Number of years lived with one parent { 41 -.21 .20

Family ever received AFDC t .40 -.27 27

Average percentage of female heads ¥ .63 —.28 .04

Average percentage of youths who are

high-school dropouts T .37 -.31 .08

*Dummy variable that equals one if the person has the described characteristic.
tDuring ages 6—15.
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Parental Years in  Years with  Family Received % Female % Youth

Separations Poverty One Parent AFDC Heads Dropouts
—.06 -.21 -.16 -.22 -.13 —.18
-.05 -.24 -.16 —.19 -.15 -.17
-.08 -.27 -.20 -.25 —-.19 -.21

.02 Sl 41 .40 .63 .37
.01 -.37 -.21 -.27 -.28 -.31
.28 12 .20 .27 .04 .08
1.00 .07 .29 .18 .07 .06
.07 1.00 .54 .57 41 .29
.29 54 1.00 .56 .44 .18
18 .57 .56 1.00 .44 .23
.07 41 .44 44 1.00 42
.06 .29 .18 .23 42 1.00
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TABLE 4A.2 Supplementary Correlation Matrix, Females Only, N=873

All Females Teenagers Who Had an

N=873 Out-of-Wedlock Birth
Teenage N=125
Out-of-Wedlock  Received Welfare within
Variable Birth 3 Years
Independent
African-American * .26 .09
Mother a high-school graduate * -.27 -.03
Number of household location
moves T A1 .09
Number of parental separations ¥ 17 12
Number of years posttax family
income < poverty line .25 .24
Number of years lived with one
parent T .25 34
Family ever received AFDC T 24 .27
Average percentage of female heads 22 .03
Average percentage of youths who
are high-school dropouts 18 .02
Dependent
Graduated high school * —-.31 -.07
Attend college * —.24 —.12
Years of education —.29 —.08

Supplementary Correlation Matrix, Those Age 24 or More Only, N=765

Economically Inactive *

Independent
African-American *
Mother a high-school graduate *
Number of household location moves T
Number of parental separations T
Number of years posttax family income < poverty line
Number of years lived with one parent
Family ever received AFDC ¥
Average percentage of female heads T
Average percentage of youths who are high-school dropouts ¥

Dependent
Graduated high school *
Attend college *
Years of education

21
—.19
.06
.05
.18
15
.15
.18
.14

-.13
—-.19
-.20

*Dummy variable that equals one if person has the described characteristic.

T Ages 6-15.
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The Determinants
of Educational Attainment:
High School and Beyond

Education has long been viewed as the key to socioeconomic success.
People with more education tend to have higher wage rates than those
with less education, they obtain more generous fringe benefits associ-
ated with employment, are less likely to be unemployed, and tend to be
in occupations with greater prestige. But the gains go beyond the labor
market. Persons with more education tend to have better health, are
better able to obtain the number of children they desire, are more effi-
cient consumers, and appear to raise children who themselves are likely
to receive more education. They are also more likely to contribute to
the advancement of technology and to adapt to changing situations. For
all of these reasons, and many more, the determinants of the level of
education are of substantial interest to our society.

A prominent national survey undertaken regularly by the federal gov-
ernment tracks the school completion and educational attainment of
young people in the United States. The survey is called ‘‘High School
and Beyond.’’ That same phrase is in the title of this chapter. However,
rather than simply track U.S. students, here we try to understand—
indeed, to ‘‘explain’’—their schooling choices and their schooling at-
tainments. We attempt to identify the factors that underlie these choices,
focusing on the role of parental decisions in this process.

It is not hard to justify educational attainment as an important indica-
tor of the success of young people. ‘Do well in school’” has been
preached to many generations of American children by their parents.
For children from poor families wanting to make it to the middle class,
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and for middle- and upper-class children who want to do better than
their parents, achieving high grades in a good school has been the recipe
for labor market and economic success. Moreover, getting good grades
in school has been seen as the ticket to more schooling. Indeed, there
is evidence that educational attainment plays a larger role in determining
labor market and economic success now than it has in the past. Few
would be able to identify a more important indicator of the success of a
young adult than educational attainment.

Most employers gauge educational attainment by the highest grade
level that an individual has attained. Such a choice is likely to be an
error for an employer: probably more attention should be focused on
the course grades earned, the courses taken, and other learning-related
activities. These latter items may be better predictors of how successful
a new hire might be than simply the level of the highest grade attained.
Like employers, we too measure educational attainment by the number
of years of schooling. However, while employers could change their
practices, for the purposes of this study, we cannot. Our PSID-based
data set contains information that allows us to measure only the years
of schooling as an indicator of the educational attainment of the children
we study.

We use three indicators of educational attainment in the analyses re-
ported here: whether or not a person graduated from high school; the
number of years of schooling completed; and the decision to continue
to postsecondary training (e.g., college), having graduated from high
school. Each of these variables provides valuable, yet different, infor-
mation on the decisions of individuals regarding the accumulation of
human capital.

In today’s society, clearly the first variable—high-school gradua-
tion—represents the minimum level of attainment that is necessary for
securing entry level jobs that have career characteristics. The second
variable reflects the extent of schooling chosen by individuals, measured
in years. It provides little information on the determinants of choices
made at particular crucial decision points, such as whether or not to
drop out of school, or whether or not to continue beyond high school.
Finally, the third variable focuses on the explicit decision of whether or
not to seek education and training beyond secondary school.

After providing some background information on national trends in
educational attainment and the implications of these trends in the first
section, we present our estimates of the determinants of the choices of
young adults regarding schooling. We then discuss the potential deter-
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minants of these choices, followed by our empirical estimates of models
designed to explain these decisions. We present results for both the
high-school graduation decision and for the number of years of com-
pleted schooling. Neighborhood correlates of these choices are pre-
sented, as well as the separate effects of parental decisions made at
various times during the child’s upbringing. In the fourth section, we
present estimates of the effects of changes in the relevant explanatory
variables on the level of the educational attainment outcomes through
a simulation analysis. Finally, in the last two sections, we discuss
and present estimates from a model that reflects the potential simultan-
eous decisions involving high-school graduation and postsecondary
schooling.

EDUCATIONAL ATTAINMENT: SOME BACKGROUND

National Patterns of Educational Attainment

Over the postwar period, the level of education attained by the aver-
age American has increased steadily. In 1950, for example, the average
American 25 years old or older had 9.3 years of education; by 1990,
this had increased to 12.7 years. This trend is not surprising: during the
1980s, typical Americans that died had completed their education by
the early 1930s, when being a high-school graduate was more the ex-
ception than the norm. Moreover, the baby-boom generation—those
born after World War II and until the mid-1960s—completed their edu-
cations after 1970, when completing high school became both a national
goal and a common choice.

This increase in the average level of education in the American popu-
lation is reflected in an increased rate of high-school completion. In the
cohort aged 25-29 in 1960, nearly 40 percent failed to graduate from
high school; by 1989, among those aged 25-29 in that year this propor-
tion had fallen to 14.5 percent.

Throughout the postwar period, the level of education of whites ex-
ceeded that of African-Americans; similarly, the proportion of whites
from any given age cohort who graduated from high school exceeded
that for African-Americans throughout this period. During the 1970s
and 1980s, however, the difference in the levels of educational attain-
ment between whites and nonwhites narrowed. By 1989, median educa-
tion was 12.7 for African-Americans aged 25-29, compared to 12.9 for
the overall population of that age group. Put another way, about 86
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percent of whites aged 25-29 had graduated from high school, com-
pared to about 82 percent of African-Americans in this age cohort. In
1970, twenty years earlier, the two percentages were 76 and 55. In
1970, the median level of schooling for African-Americans aged 25-29
was 12.1, compared to 12.6 for the overall population aged 25-29.

College attendance follows a somewhat different pattern, with a
smaller reduction in racial differences. Among high-school graduates
aged 18-21, about a third attended college in 1975, including nearly 35
percent of whites but only 25 percent of African-Americans. By 1989,
nearly 40 percent of high-school graduates aged 18-21 were in college,
including 42 percent of whites and 28 percent of African-Americans.

Howev