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Abstract

Using results on brother correlations of different groups of second generation immigrants based
on administrative data from Denmark, this note analyzes the role of cultural background in the
determination of the level of intergenerational mobility. The estimated correlations indicate
that cultural background is not an important factor for the level of intergenerational mobility.
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All of us do not have equal talent, but all of us should have
an equal opportunity to develop our talents.

(John F. Kennedy, San Diego, June 6, 1963)

1 Introduction and background

Equality of opportunities in the sense of "leveling the playing field" (Roemer, 1998) is widely seen
as a normative goal policy should reach in modern societies. Intergenerational economic mobility
(hereafter IM) is often interpreted as an indicator of equality of opportunities. While there is a
substantial literature on IM, both in economics and sociology (Solon, 1999; Black and Devereux,
2010), there is still a lack of knowledge regarding the determinants of the transmission process.

This note analyzes the importance of cultural background for the level of intergenerational mobility.

Theoretical models (e.g. Becker and Tomes (1979); Solon (2004)) as well as empirical studies
on the determinants of IM suggest that the transmission process can be influenced by numerous
factors. In principle, these can be divided into two groups: first, institutional factors such as the
educational system, tax system, and family policy; second, family related factors such as parental
attitudes, parental behavior, and, as a result, parental resources. I assume in the following that these

family related factors are heavily influenced by cultural background.

Recent contributions followed different empirical strategies to analyze the determinants of IM.
First, cross-national comparisons (e.g. Bjorklund et al. (2002)) show that there are substantial
differences in the level of IM for different types of welfare states. As in international comparison
institutional factors and cultural background are change conjoined it is not clear which group causes

the differences in the level of IM.

Another approach is followed for example in Bjorklund et al. (2009) who studied the change in
the importance of family background and community factors on the success of offspring in Sweden.

Holding constant family related factors influenced by cultural background, a change in institutions



was accompanied by a rise in IM. Another example can be found in Bauer and Riphahn (2009)
who used regional variation in institutions (age at school entry) in Switzerland to analyze effects

on intergenerational educational mobility.

In contrast to the studies mentioned above that held constant cultural background and used
institutional variation as an identification strategy, this note adds to the literature by identifying
the importance of cultural background by holding constant the institutional setting. Based on a
unique Danish data set I analyze intergenerational mobility among different ethnic groups of second
generation immigrants. As the data are collected in the same country and the same time for all
groups, they all face the same institutional framework. If institutions are the main determinant,
the different ethnic groups should face similar levels of IM. If instead cultural background matters

most, the groups should differ in the estimated mobility levels.

2 Estimation strategy and data

There are several suggestions how to measure IM in the literature. Most authors focused on inter-
generational correlations or elasticities. However, recent contributions analyzed sibling correlations
instead (Mazumder, 2008; Bjorklund et al., 2009). These correlations offer a broader measure of
the influence of family background and community effects on the economic outcome of offspring

and are thus more adequate to assess IM and the equality of opportunities.

Following this approach, I use sibling correlations in permanent earnings as a measure of IM.

The correlations are estimated as the within-cluster correlation p in the following multilevel model:

log yije = Xijeh + s + paij + €ije (1)

with y;;; being an annual earnings observation of sibling j of family 7 in year ¢{. The matrix X
contains year indicators and polynomials of age, controlling for fixed age earnings profiles and year

effects. 3 are coefficients to be estimated. «; and yi;; denote the family specific and the individual



specific component of the error term. ¢;;; captures transitory fluctuations. The sibling correlation
p=o02/(c%+ 03) is calculated as the ratio of the variance of the family specific component and
the sum of the variances of the family specific and the individual specific component of the error
term. The sibling correlation is interpreted as the share of the variance (inequality) in permanent
earnings that can be attributed to factors shared by siblings. The multilevel model is estimated via

restricted maximum likelihood.

I use data from the Danish Integrated Database for Labor Market Research (IDA) which com-
bines information from various registers of administrative data collected by the Danish government
and administered by Statistics Denmark. Being administrative data the IDA database covers the
entire Danish population. So there is no problem of sample selection or panel attrition (except for
natural attrition). The large number of individuals in the data allows me to analyze IM not only
for all second generation immigrants in Denmark but also separately for immigrants with German,
Pakistani, Turkish, Moroccan, and Yugoslavian background. The analysis is restricted to men be-
cause there might be a selection bias connected to the labor market participation of women in these
subgroups. I use annual earnings for the years 2002-2006 for individuals aged 26-41. Following the
literature, I exclude observations with annual earnings lower than 9000 DKK (around 1200 Euro in

2005 prices). The main descriptive statistics of the remaining sample are shown in Table 1.

3 Results

The estimated brother correlations for Danish natives show the well known result that IM is very
high in Denmark (Bjorklund et al., 2002). Only about 17 percent of inequality in permanent earn-
ings can be attributed to family and community factors (first element in bold type row of Table 2).
The results for all second generation immigrants excluding those from Yugoslavia and the results
for immigrants with German, Pakistani, Turkish, and Moroccan background are very similar. They
vary between 0.24 and 0.29. This is remarkable for two reasons: first, even though the cultural

background varies significantly between these groups this seems to have no influence on the level



of IM. Second, IM estimates based on brother correlations for Germans in Germany lie around 0.45
(Schnitzlein, 2011). I interpret these results as support for the hypothesis that cultural background
is not a major influence factor and that instead the institutional framework is an important deter-
minant of IM. This is in line with the result, mentioned above, that the change in the institutional
framework in Sweden was accompanied by a rise in intergenerational mobility (Bjorklund et al.,

2009).

If cultural background is not the major influence factor, at first, with a given institutional frame-
work, one would expect all groups to have equal brother corelations. The results in Table 2 show
that this is not the case. There are two deviations to explain: first, the overall estimates for mi-
grants are higher than those for native Danes. As mentioned above, a sibling correlation is a broad
omnibus measure of intergenerational mobility. It covers not only the influence of family related
factors but also neighborhood and community effects. In the absence of perfect integration these
neighborhood and community effects should lead to higher brother correlations for migrants than
for natives. Second, the group of second generation immigrants from Yugoslavia faces, even in the
institutional framework of Denmark, a brother correlation of 0.52 which is remarkably high. This
high estimate can be explained by the difference in the migration history of this group compared
to the others. The parent generation in all groups of my sample came to Denmark as labor market
migrants. But in contrast to other immigrant groups, in the 1990s migrants from Yugoslavia were
accompanied by a large group of war refugees. As I only include second generation immigrants in
this analysis, these refugees are not part of my sample. As most of them, at least in the beginning,
expected to return home, they integrated less into the Danish society compared to other groups.
Although this does not have to be the case for the brothers in this study, this group of refugees
could have acted as their peer group. This would create large neighborhood effects. If these are

strong enough they can override the positive effects of the Danish institutional framework.



4 Conclusion

Using results on brother correlations for different groups of second generation immigrants based on
administrative data from Denmark, this note analyzes the role of cultural background in the deter-
mination of the level of IM. The results indicate that cultural background is not a major determinant
and that instead the institutional framework has an important impact on the level of IM. This means
that low IM in a society is not an unchangeable fact related to cultural background but could be
influenced by means of social policy. To derive detailed policy advice, future research should more

explicitly try to identify the most important institutions.
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