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Occupational Choice across Generations

By Ametie Constant* and Klaus F. Zimmermann**

Abstract

There are few studies on occupational choices in Germany, and second-generation oceupa-
sional choice and mobility has been investignied even less. Such research is important be-
cause occupations determine success ia the labor market, In & country like Germany, occupa-
tons aso reflect a general socio-sconomic standing, This paper looks at the patterns of em-
ployment in Germany, analyzes how individuat men end womien access jobs given thelr
farnily background, and investgates wity men and women tave different ocoupational distri-
butions. Based on the German Socio-Eeonomic Panel, we estimate multinomial fogit models
of occupational choice for the children of immigrants as well as for natives, Our findings are
surprisingly simitar for natives and immigeants, For both Germans and imemigrants, we find
that gender significantly and differentialfy affects ocoupational choice, and that individuals
with more education choose higher-ranking jobs. The wole ol experience is important for
natives and quatitied individuals only, Germans are mare likely o choose occupations simi-
far to their Father’s cocupation when the father is in the white-collar or prafessional category.
In stark contrasl, immigrants’ occupational choices are more influenced by their mother’s
education and not by their father’s occupation.

JEL elassificarion: D9G, F22, J24, J61, 162

Keywords: accupational cholee, intergenerational (ssies, haman capital, migration

1. Introduction

The intergenerational transmission of wealth, income status, educational levels
and occupational choices are important indicators for a mobile society with equal
opportunities. Educational levels and occupations are closely related; both deter-
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300 Amelie Constant and Klass B Zimtoerman ™

mine earnings and wealth. Only few studies so far have dealt with occupations and
their transmission across generations. Several intergenerational studies have estab.
lished the importance of farily background as a determinant of the economic sta-
tis of children. For the US, Behrman and Taubman (1976), based on data on white
twin malies, find a positive correlation between fathers’ and sons’ socioeconomic
status. In another study, they conchude thar the intergenerational elasticity of carn-
ings is greater for sons and nonwhites, and is even greater when parental income
mncreases (Behrman and Taubman, 1990). In other studies, family background s
found to exert greater influence on economic status of children than was pre-
vicusly believed {Solon et al., 1991), with the father’s employment being strongly
significant for self-employment, although there are racial differences (Hout and
Rosen, 19993 However, recent studies investigating the role of family structure
find it less relevant when controlled for mothers” education, parental ermployment
and Tamily income {Ginther and Pollak, 2003).

Contrary to findings in the US, Gang and Zinumermana (1999} conclude that the
father's education is more lnportant than the mother’s education for the educa-
tional attainment of German children, but parental schooling plays no role for the
educationa! attainment of immigrant children. Black, Devereux, and Salvanes
{2003) confirm for Norway that parents with higher education levels have children
with higher education levels, but reveal by a natural experiment that there is litile
evidence that this correlation is causal. Ermisch and Francesconi {2000) study the
association between British childhood parental employment and subseguent educa-
tion of the children; they find that the mather’s full-fime employment in early
childhaod has a negative effect on educational artainment. Couch and Dunn (19973
find a positive and significant correlation on the labor market status of fathers and
sons for both the US and Germany, In contrast, they observe that the correlation of
mothers and daughters is not significant for Germany. While it is significant for
the US, this comelation is much lower than that of fathers and sons. A slow integra-
tion across generations is found by a study on the children of immigrants in Pen-
mark (Roshom et al,, 2002),

Previous research on occupational choice focuses on the neoclussienl human
capilul theory (Becker, [964). Boskin's (1974) study on men and women in the us
confirms three hypotheses: workers choose eccupations that (i) maximize the dis-
counted present value of potential lifetime earnings, (i) entail the lowest training
costs, and (iii} offer the lowest discountad present value of expected earnings fore-
gone due to unemployment. The last fwo bypotheses are less important {or white
makes. Schmidt and Strayss (1975) in thetr study on (e occupational choice of
workers i the US find that race and gender strongly determine cceupational
choice. They interpret these regults As stong evidence of race and gender diserimi-
nation. Few studies have looked at the occupational choice of natives and migrants
in Germany. Such research, however, is importan becanse occupations determine
earnings and, thus, earnings differentials, as weil as success in the labor market
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(Zlmmerlnanal, 1998). In a country like Germany, occupations also reflect a gener-
al socio-economic standing.

. Studies on the determinants of occupational success in Britain find that the most
importan determinant is the father's social class at bisth, and that the foundations
Cff of':cupationai success are determined early in Hfe (Harper and Hag, 1997). The
fi.n.dmgs of Tannelli (2002} for Furopean couniries suggest that there is both a sig-
nllfmam direct and indirect effect of parental education on yeung people’s occupa-
tonal destinations;, about half of it operates through the education of the kids.
Others have studied the occupational mobility of workers. Chiswick’s (1978) re-
sults on the occupational mobility of lmumigrants in the US show that immigrants
exgcrience downward occupational mobility ar arrival but with addifional years of
residence they improve their occupational status, Similarly, Bauer and Zimmer-
mann (1999} in their study on the occupational mobility of ethnic Germans find
evidence of downward mobility by gender, immigration status, and human capital
at entry. However, ethnic Germans with higher skills are able to reach their origi-
nal occupational status within 14 years of residence in Germany, Studies on the
intergenerational income mobility in the US find that there is less mobility than
was previously believed (Selon, 1992, and Zimmerman, 1992).1

In this paper, we examine the patterns of occupation of full time warkers in
Germany. In particular, we are interested in the determinants of cccapational
choice and how they differ by gender and ethnicity. The guestion we address is
whether human capital or fasuily background characteristics are the driving force
behind the choices of individuats and whether womer and immigrants have equal
opportunities to jobs. The populations under study are the West Germans and the
guestworkers, By guestworkers we denote a subgroup of econemic immigrants
who were either actively recruited in their home countries by German employers
or are descendents or relatives of this group. The recruitment of the guestworker
populations started in the mid 1950s, peaked after the Berlin Wall was erected, and
came to a halt during the first oil shock in 1973. These immigrants came exclu-
sively from Italy, Spain, Greece, the former Yugoslavia, and Turkey, under specific
bilaleral agrecments between the respective countries, © pave the way for Ger-
many’s economic miracle.? ITmmigration to Germany after 1973 is mainly linked to
family reunification. The dominant immigrant ethnic group for the last 25 years is
the Turks. Throughout this paper we use ihe terms immigrants and guestworkers
interchangeably.

In our empirical swategy we follow Schmidt and Sirauss (1975). First, we exam-
ine oceupational choice within the human capial framework. Second, we augment
the human capital model by incorporating the role of family baekground and fa-

| Zimmerman (1692) scknowledgss that the infergenerational fransmission of status may
be stronger in some parts of the income disuibution than in others.

2 Jmmigrants were also recruited from Portogal, but they were in swaller numbers and
rnost of them have returned to Portugal, This study does not consider Portigusse immigrants.
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362 Amelie Constant and Kiaus F. Zimmermann =~

mily characteristics on occupational choice. As Schmidt and Strauss (19735) we
employ a multinominal logit model and follow their occupational classificatinns
closely. The paper is structured as follows. In Section 2, we specify the empirical
methodology and describe the data set and the variables empioyed in the analysis.
In Section 3, we analyze the demographic and occupational characteristics of our
samples by gender and ethnicity, and discuss our research findings. Section 4 con-
cludes.

2. Econometric Methodology and Empirical Implementation
2.1 The Econometric Model

We assume = utility maximization model where rational individuals are assurned
to have preferences over & set of j different alternatives as:

Ulaliernarive O} = foXo + 5
(1} Ulalternarive 1) = 3, X, + ¢,
Ulalternative J) = BX;+¢;

where ¢ is the random error associated with that choice. We observe ¥ for choice J
if

(%) Ulalternarive jy > Ulalternative k) Vi # k

The disturbances are assumed to be independently? and identically distributed as
a log Weibull distribution. Then, the choice probabilities given the covariantes are:

%

() PY = jiX) =

7
z X
ket

where i indexes the individuals, and j indexes the alternative occupational choices,

J=10,1,...,J with j + I nomigal, unordered outcomes. To identify the model, we
impose the normalization fy = 0

Specifically for ovr analysis of occupational choice, Y indicates occupations.
We consider {ive distinct outcomes, thus, 7= 0, 1,..., 4. The explanatory variabies
in X consist of a set of human capltal variables, such as education and experience,
individual specific characteristics, and family background variables like parental

3 The Independencr_: of Irrelevant Alternatives (IA) s a restrictive zssumption, McFadden
(1973) suggested that in cases where the ouicome categories “can plausibly be assumed lo be

distinct and weighed independently in the eyes of each decision miaker,” a muitinomial logit
model can be safely used.
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education and occupation. These variables are the same for all choices, but their
etfects on the probability are aliowed to differ for each cutcome. These indepen-
dent variables are expected to affect the individual's probability of being in a given
(?ccupaiic)n. We can predict the probability that an individual witl choose one of
the five occupations considered. According to the human capital theory, indivi-
duals will more likely choose the occupation that offers the highest discounted
present value of potential future earnings. The probabilities are, therefore,

a4,

’ 1 £
) P(Y = ) = ———
14 ) e

£

The log-odds ratios that an individual will choose occupation j over occupation
k are given by:

(5) In %} — XA - B

The rest of the “contrasts™ are computed by taking the difference between two
of the known parameters as follows:

(6] 5&'.{1&1 = r'j,k|p|r - ﬁk.q{r

where catcome # is the reference category. That is, we compare oufCcomes o versus
¢ for attribute k. The model is solved with maximum likelihood estimation, The
resulting estimates are unbiased, consistent, asymplotically normal, and asympioti-
cally efficient. Moreover, the likelihood function is globally concave, ensuring the
unigueness of the ML estimates.

2.2 The Data

The empirical analysis is based on nationally representative data from the Ger-
mun Socio-Beenomic Panel (GSOEP). The GSOEP is administered by DIW Ber-
lin, the German Economic Research Institute (SOEP CGroup, 2001}, It is a longitu-
dinal datzbase that started in 1084 with a sample of about 12,000 respondents,
3,000 of whom were guestworkers from Turkey, Italy, the former Yugoslavia,
Spain and Greece. After unification, the survey was extended to Bast Germans and
immigrants from other countries, especiatly ethnic Germans and East Euvopeans.
An important feature of GSOEP in our context is that it oversamples foreigners
and afso provides information on their pre-immigration profiles and the tevel of
their socio-political integration into the German COMmumnity.

Qur analysis is based on the 1990 wave of the GSOEP, which we chose because
it was in the middle of the decade and a good year for the German ecoaomy. We
focus on the West German and guestworker populations. The imnmigrant sample

Applice Sconomics Quarierty 49 (2003} 4



304 Amelie Constant and Kiaus F Zimmermann |

refers to the five nationalities that make up the majority of guestworkers. It in-
cludes the foreign-boms and those guestworkers who were bom in Germany and
may even have German citizenship. An important question we seck to answer is
whether there are gender differences: thus, we look at both men and women. We
include only members of the civilian labor force whoe are not in training, Or self-
employed (except for independent farmers), and who are aged 16— 60 yvears old.
Further, we consider only those individuals who do not have a certified disability
and have valid answers to all the relevant variables,

For the purpose of this study, we consider only full-time workers, which reduced
the samples o 1,830 Germans and 767 guestworkers. This also raised the mini-
mum age to 18 for men, and 19 and 20 for immigrant and German women respec-
avely. The gender composition of the final samples is as follows: 1,275 German
men, 355 German women, 514 guestworker men, and 253 guestworker women.
We acknowledge that by considering onty full-time waorkers, the male to female
ratio is about 2.3. We choose full-time workers because they have a stropger at-
tachment 1o the Jabor marker, they choose their occupation more responsibly, and
they make 2 Jong-term commitment. Part-time workers may often choose their job
symptomaticaily, and this might confound our results.

2.3 Construction of the Occupational Choice and the Independent Variables

The dependent variable measuring occupational choice indicates five distinet
occupations. The GSOEP asked respandents o indicate their occupation classified
under the broad rubrics oft biue-collar, self-employed, in training, white-coilar,
and civil service.® After we eliminated the self-employed and the students, we
carefully recoded these accupations to correspond o the broad categories of occu-
pations used fn the study by Schmidr and Strauss {1975). We, therefore, have the
following five occupational categories: professional, white-collar, skilied craft,
blue-collar, and menial. Table | presents the coding of the grouping. All five dis-
tinet dimensions of occupational choice are analyzed separately as depandent vari-
ables within the multinomial logit framework. These categories are defined such
that they are not perfect substitutes. However, one could alse: make the case for an
ordinal logit suggesting a distinctive rapiing of the occupations under study. Oceuy-
pations in the higher-numbered categories may not only offer higher pay but more
prestige and social status. Here we follow the treatment suggested by Schrmidt and
Stravss (1975), which provides more flexibility in the Face of the fact that a clear

ordering between categories (1) (3) {blue-collar, skilled crafy, white-collar) can
be questioned,

? By broad rubrics we mean hat, for examaple, the blue-collar occupation includes skilled
and unskilled workers, as well as foremen and master craftsmen.

Apptlied Ecomomies Cuurerly 49 (2001 4
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Table |

Occapational Categories

Conatructed Dependent Variable GSOQEP Contents
Mental (1))

Unskilled Blve-Collar Workers,
Unskilled White-Collar Workers

Blue-Collar (1) Trained Blue-Collar Workers,
Semi-Skilled and Skilled Blue-Collar Workers

Skilled Craft (2) Industry and Other Foremen, Independent Farmers,

anel Master Crafismen

White-Collar (3 Semi-skilled White-Collar Workers,

Low- and Middle-Level Civil Servants
Professional (4) Professional, Semi-professional, Managerial,
Upper- and Executive-Level Civil Servants

We now introduce the independent variables. A standard set of human capatal
and socioeconomic status (SES) measures are enlered as covariates in the model,
Our main interest is how these characteristics influence individuals to choose a
ceriain occupation, Human capital is captured by years of education and experi-
ence. FFor immigrants, the years of education variable includes both pre- and post-
migration education. Because of the specificity of the Germsan educational system,
the years of education variable also embodies vocational training.” This is a better
measure of fmman capital because in addition to formal education, it iacludes the
effect of training on occupational attainment. We expect more years of education
to sort individuals into higher professions and away from menial jobs. For the
guestworker sample only, we included German language proficiency as another
form of human capitzl.® Those immigrants who speak German fluently will be
more likely o choose higher-ranked prefessions, and they will also be less likely
to face employer discrimination. Language fluency propels differential access to
certain occupations. It is important o recognize that German is not the spoken
language in any of the guestworker countries of origin. The years of potential
experience is entered as a control variable, and is caleulated as “age minus years of
education minus six.”

5 Vocational training is 2 vnique feature of Germany's educalional sysiem and an impor-
tant part of formal education for non-University-goers who want to access skilled jobs. We
include here trade 7 agricultural apprenticeship, business school, techrical college, and col-
iege or university education. In Germany there are three types of high school: the trade-
oriented Hauptschule ~ which is the least exigent — the apprenticeship-oriented Realschule,
and the mast dernanding, University-track Gymnasium,

6 Studies on immigrant carings assimilation have found that fitency in the host country’s
tapguage sigaificantly increases earnings {Chiswick and Milfer, 1998).

Applied Feonomics Quarterly 49 {2003} 4
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To capture gender differences we include a variahle “male”, which takes the
value of 1 if the respondent is male and O if femaie. In a world of equal opportu-
nity and in the absence of discrimination and segregation, we would expect to find
no gender differences in occupations.” Differences in personal tastes should be the
only factor, ceteris paribus. However, human capital is likely to have a different
effect on males and females.

We extend the basic human capital model to include Family background charac-
teristics. The structure of the famify when the individual was ETOWIRg up may
atfect not only the individual’s social skills but also human capital izvestments and
tastes, To answer the question of whether famity background determines the prob-
abitity of choosing a particular occupation, we added the following variables per-
teining to family background: “Father’s education” is a continuous variable that
denotes the father’s years of formal sducation and vocational fraining. Simitarly,
“mother’s education” is 2 continuous variable for the mother’s years of education,
These variables include vocarional training. Mothers in Germany are very in-
volved with child rearing. Hence, one would expect to find a strong effect of
mother’s education on the occupaticnal choice of childeen, In particular, those
individuals whose mothers arc more educated will more likely choose a higher-
ranked occupation.

On the other hand, labor market know-how and professional connections that
can influence occupational choice are more likely 1 be inherited from the fathez,
or tc be precise, from his occupation. In a more traditional sociely like Germany,
the father may be the centra! role model. For the father’s occupaticn, we con-
structed a series of dummy variables and ciassified them in the same manner as the
dependent variable, except for two digressions. First, we created an additional ac-
cuparional category, “father other”, which includes the fathers who sre self-em-
pleved, free-lance, not employed, sick, retired, or POWs.® The majority of chser-
vations in this group are in the self-employed category and especially those who
have small businesses of 10 or less employees. Second, for the guestworker sam-
ple only, we ware forced to group the skilled craft, white coliar, and professional
categories into one category (“father white”) because we had very few observa-
tions in each category. Unfortunately, the GSOE? does not provide any informa-
tion about the mother’s oceupation. Overall, we expect that parental characteristics
may exert a differential effect on song and daughters through gender-typing,

7 Coustant and Massey (2003) assess the separate effects of occupationa segmentation
and discrimination in the allocation of occupations and wages. Their resules indicate a high
degree of initial ocenpational segmemtation, with mmigrants being less able to translate their
human capital into « good first job,

¥ The omission of these observations would reduce our sample ¢ 4 non-estimabic lovel,

Appiied Feonomics Craarterly 49 (3403) 4
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3. Empirical Findings
3.1 Characteristics of the Sample Populations

Table 2 presents and contrasts selected demographic and Jabor market character-
istics of the four sample populatiens under study, as indicated by the “raw™ data,
Columns (1) and {2) refer to German men and wormen who were born and raised in
the former West Germany while Columns {3) and (4) refer 1o guestworker men and
women living in the former West German territory, The guestworker sample in-
cludes immigrants who were born in Germany or migrated at a young age. Despite
emigration, many guestworkers have been living in Germany with theur families
for more than 25 years,

Table 2
Selected Mean Characteristies of Full Time Workers by Gender and Ethaieity

West Germans Immigrants

Men Women Men Women

{1} {2) 3 {4}
Age in years 39 36 38 37
Total education in years 12 12 10 10
Experience in years 21 19 22 21
Speak German well (in %) 100 100 66 71
Menial (in %) 2 7 it 18
Blue-collar (in %} 31 15 73 45
Skitled craf: ¢in %) 10 2 5 1
White-collar {in %) 9 17 3 1l
Professionat (in %6) 43 60 8 23
Father in menial occupation (in %) 3 & 8 6
Father in blue-collar {in %) 34 37 27 23
Father in skitied craft (in %) 7 6 1 2z
Father in white-coliar (in %) 7 3 i G
Father in professional (in %} 19 22 2 2
Father in other cccupation {in %} 25 23 6! 68
Fathar’s education in years 10 0 5 5
Mother’s education in years 9 19 3 4
Number of observations 1275 555 514 253

Saurce: Own calenlations from GSOEP.

Apphied Evonomics Quanterly 49 (K331 4
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West Germans are, on average, more educated than the guestworkers and have
about the same years of eXperience as the guestworkers. German men are, on aver-
age, the oldest group while German women are the youngest. Table 2 clearly
shows that Germans and guestworkers have different cccupational distributions.
There are striking gender differences, as well. The overwhelming majority of Gey-
mans in ovr sample, as & whole, are in the professional category. Sixty percent of
the German women are in the professional calegory, as opposed to 48 percent for
German men. The next highest percentage for German women is in the white-
collar category, while for men it is in the blus-collar category. In centrast, guest-
workers are mostly in the blue-collar occupations. In particular, 73 percent of
guestworker men are in the blue-coilar category {as opposed 10 31 percent of Ger-
man men). Although the preponderance of guestworker women lies in the blue-
collar category, we find that one-guarter of the guestworker wemen in our sample
are in the professiona category. This is a much smaller percentage compared to
German women, but it is quite dramatic compared Lo guestworker men and to thejr
fathers” occupations. This finding has to do with the fact that we concentrate in
this paper on full-time workers and. following Schmidt and Strauss (1975), have
classified semi-skilled professionals {white collar workers with qualified occupa-
tions) among the professionals. However, it is also driven by the genderspecific
orientation of female occupations: Wornen typically work in services, while the
fathers and husbands of female guestworkers are blue-collar workers.

In addition, these summary statistics indicate that there is some link between the
father's and the children’s occupations. The majority of German fathers for both
men and women are in the blue-coliar category. Nonetheless, it seems that German
men and especially German women are able o move away from blue-coltar jobs
and into higher-ranked occupations. The next highest occupation for German
fathers is “other” and “professional”. This is not the case for suestworkers, The
majority of guestworker fathers are in the “other” category, and the next highest
category is blue-collar. Guestworker fathers in the skilled craft, white, or profes-
sional categosies are virtually non-existent. The educational distribution of the
Cerman and guestworker parents is particulariy striking, German fathers and
mothers have, on average, 10 years of education, In contrast, guestworker parents
have, on average, 50 percent lesg years of education, whilc guestworker raothers
have even less than that, Oddly, the mothers of both German and guestworker men
have one year less education than the mothers of women. Overall, the majority of
gucstworkers report speaking Gereman well, although a larger percentage of wo-
men (nine percent more) speak German well. Last, both the German and guestwor
ker samples are male-dominated,

3.2 Multinomial Legit Estimates

This section presents the results of the human capital and family background
mnltinemial logits for bath Wast Germans and immigrants. Specifically, it presents

Applied Beonomiey Quarterly 49 (205123 4
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the log-odds ratics of choosing pairings of occupations, There are 10 unique and

distinct comparative choices.

We first discuss the muitinomial logit results for the West Germans. Table 3
presents the resuits of the human capital multinomial logit, The first column shows
the odds of choosing an occupation among the five alternatives. Table 3 reveals
significant differences in the edds of choosing an occupation between German
men and women. The coefficients on the geader variable are numerically larger
than the cosfficients of the other variables. Men are more likely to choose the
biue-collar or skilled craft casegories over any other alternative. Conversely, these

Table 3

West German Sample; Human Capital Multinomial Logit Results

(Coefficients and t-ratios)

Dependent Variable: log-odds

Caonstant

Male Education Experience
in (Blue-Cotlar/ Menial) 2111 1.387* -0.060 £1.034%
(1.529) (6,677 (-0.474} (-2.772)
tn (Skilled Craft/Menial} -5.263* 2 644 0.373% 0,003
(-3.297) (6.362) {2.64} 0.221)
I {White-Coliar / Menial) _327F 0.347 {}.455% -0.036%
{(-2.154y {1.18M (3.471) {-2.736}
in (Professional / Menial) .§.839% 0.373 Q.997% 0.003
(-6.294) (1.386} (7.8703 (0219}
in {Skilled Crafi / Blue-Collar) -1.315* 0.757% 0.433* 0.037#
(-6.989) {2.13%) (4.842) (3.871)
k1 (White- / Blue-Collar) -5.238% -1.540" 0.515% -0.002
{-6.082) {-8.018) {6.763) -0.272
I (Professional / Blue-Coliar} <10.951% -1512% 1.057* 0.037*
(-14.204)  (-9.307) (15.385) (5.48%)
In (White-Collar / Skilled Craft) 2.136 -2.297% 0.032 -0.04%
{1.954) {-6.387) (0.906) (-3.54)
in {Professional /Skilied Craft) -3,574% -2.2609% 0.624* -0.0005
(-3.723) (-6.634) (7.995) {-0.053}
In {Professional / White-Cotlar) 25,713 0.028 0.542 .03
{-8.105) {6170 {9.379) (4.763)
Log Likelirood -1855.593
e 860.413
No. of Observations 1830

* indicates significance at the five percent level in # two-tailed test {p < 0.05)

Sowrce: Own calculations from GSOEP

Applicd Evenamics Quasterly 48 (2003) 4
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results show that Genman women have a higher probability of choosing the white-
coller or professional category over any other alternative. OFf course, we realize
that choices are partly the result of preferences and parlly the result of chances and
diserimination, Unfortunately, we are unable to disentangle these paits.

Our results support the human capital hypothesis. The years of education vari-
abjie is significant and positive in almost ail comparisons. Additional years of edu-
cation prompt Germans to always choose the higher-numbered occupation, ceteris
paribus. Tn fact, the years of education coefficient is larger and more significant
when there is a great contrast between occupations, For example, an additional
year of education increases the odds of becoming a professional as opposed to a
menial worker. Each additional year of education increases the probability of be-
colning a professional. As expected, more educated Germans are able to climb the
job hierarchy. These results are in congruence with earlier findings in the US (e.g,,
Schmidt and Strauss, 19753,

The coefficients of the experience variable are significant, but have esigmatic
signs. We find that Germans with more experience choose the menial category
over the blee-collar and even the white-collar category; they also choose the
skifled craft category over the blue- or white-collar categories, and the profes-
sional category over blue- or white-collar, We suspect that the experience variable
captures the age distribution of individuals. Our explanation for these results is,
therefore, that in Germany, individual workers make their occupational choices
early in life and they usually stay within the same occupation, in a broad sense.
For example, those who have chosen the menial category will always choose that
category even if they have accumulated a lot of experience, With more experience,
menial workers might be rewarded more financially, but they will not be able to
make a leap into a higherranked category.” This also applies to the skilled craft
category workers who choose skilled craft over blue and white-collar work. Be-
sides, changing occupations entails high transaction, retraining, and opportunity
costs. This is especially trae if there is labor market dichotomy. However, for indi-
viduals in upper-ranked categories such as white-collar and professional, it is pos-
sible to change occupations with additional years of experience. More experience
in this case entails seniority, and through promotions, workers in the white-collar
category may effectively choose the professional category. In sum, more experi-
ence — which indicates older workers — will drive workers to choose the same
Geeupation that they are already in.

When we compare Tables 3 and 4, we see taat the inclusion of parental charac-
teristics does not really change the coefficients of the gender variable, of education
and experience. With regard 1o the estimation of parental background characteris-
tics in Table 4, we were surprised to find that father’s or mather’s education are
not significant determinants of occupational choice for Germans, We suspect that

? For example, a constroction worker with 30 years of experience will never become o
professor.

Applied Heonomics Quarterly 49 {2003} 4
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this is due to the small variation in these variables. " Tn & uniform and traditional
society like Germany, the majority of individuals grow up in households with both
parents where almost all fathers and mothers have approximately the same number
of yvears of education,

On the other hand, our results confirm the idea that people follow their fathers’
occupations {Columns 8- 123, We find that, for West Germans, the father's occu-
pation is statistically significant and has = differential impact on occupational
choice in a number of cases. Note that in the estimations, menial is the reference
category. We find that Germans whose father is in the white-collar category (Col-
umn 10) choose white-collar over blue-collar Jobs; and Germans whose father is in
the professional category (Column L1) choose the professional category over blue-
coliar and the professional category over white-collar. When the father is in the
“father other” category, workers choose 1o be in the skilled craft group and not in
the blue-collar group.'' In sum, the father’s occupation is important only for the
higher-numbered occupations. This finding is consistent with Behrman and Taub-
man (1990) on the intergenerational elasticity of income and with Zhnmerman
{1992) (see Footnote 1).

We now Investigate the multinomial logit results for the guestworkers. Tables 3
and 6 present the estimation results for the imunigrant samples. Similar to the
results for Germans, we find that immigrant women choose higher-numbered oc-
cupations, while immigrant men choose the blue-collar and skilled craft categories
over any other cccupation. Human capital, mainly years of education, is signifi-
cant in choosing higher cecupations. Each additional year of schooling increases
the odds of becoming a professional as opposed to a menial worker. Flaency in the
German language increases the probability of choosing a higher-ranked occupation
but only when the alternative is menial or blue-coliar; it has no effect on the choice
of blue-collar against menial. Both of these bumean capital variables (education and
fluency in German) exert strong and positive differential effects on the occupa-
tiona} upgrading of immigrants.

Yet, the estimation results on the experience variable in Table 5 clearly indi-
cate that guestworkers in Germany are led into lower numbered occupations with
additional years of experience. These resulss reinforce our earlier explanation on
Germans, Those workers who made a “wrong” choice earier in life are confined
to that occupation for the rest of their productive lives, Moreover, these results
confirm that the older workers are in the tower-ranked occupations. Similar to the

& We also run the model with parental education alone. We found tiiag only the father’s
education matiers, and only when Germans choose the professional group versus the blge-
collar, skilled craft, and white-collar FEOUDS.

1 Recall that the “father other™ category includes self-emploved fathers, We suspect that
there might be some similatities between tivs categary and the skilled cralt category. On the
other hand, if the setf-employed guestworkers are those who migrated as blue-collar workers
but after spending dme in Germany were ahle to open their own businesses, then our results
puint to occupational upward mobHity for the guestworker children.

Applied Economics Quarterly 49 (200334
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Table 5

Immigrant Sample; Human Capital Multinomial Logit Results
{Ceoefficients and {-ratios)

Dependent Variable: log-odds  Constant Male  EBducation Experience Speak

German
Weli

In (Blue-Collar / Menial) -0.357 1.538* 0.069 -0.0006 (.1642
{0538y {7.372) (1.202y  (-0.038) (0763}

In (Skilled Craft/ Menial) -7.152% 2,800 0.195 0.002 1.846%
{-4016)  (3.636) {1.463) {0,135} (2,361

in (White-Caollar / Menial} -3.563* -0.241 0.276% -0.080* |.724%
2773y L0651 (2701 (4259 (3.048)

in {Professional / Menial) 0.201% -0.270 073 0.033% 2.134%
(~7.8697  (-0.836) (B292) (-2.283) (442

In {Skilled Craft/ Blue-Collar} -6.795% 1271 0.127 0.003 1,682+
-4.013y  (1.687) (1014 (G.174) (2.207)

In {White-/ Blue-Collar} -3.206%  -1.779% 0.207% -0.079* 1.560*
(-2.600)  (-5.265) (2.2097 (4.3500)  (2.835)

In {Professional/ Blue-Collar) -8, 8ed* -1.808% 0.667+ -0.032% 1.870%

{-B387)  (-6.344) (8.635y {(-2.337 (4.267)

In (White-Collar / Skilled Craft} 3,588 -3.051% (.080 -0L.083* -0.121
(1.773y  (:3.772)  (G.534)  (-3.199  (~0.130)

In (Professional f Skilled Craft) -2.048 -3.080% 0.541% -0.035 0.287
(-1.O71)  (3914) {3889 {-1.573y {3327y

In (Professional/ White-Cotlar) -5.637* -0.029 0,460 O.047* 0.409
-4.019y  (0.074y  (4.387) (2402  {0.606)

Log Likelihood -708.95
X 357.06
Mo. of Observations 167

* indicates significance nt the five percent level in a two-tailed iest {p < 0.03)
Source: Own caleulations From QSQEP

German results, the last row of Table 5 shows that more years of experience
induce immigrants to choose the professional category over the white-collar cate-
gory,

The role of the parental characteristics 15 presented in Table 6, With the excep-
tion of the experience variable, where the ceefficients became smaller in absolute
werms, the coefficients on gender and education targely remained the same in com-
parison to Table 5. In confrast to the Germans, the occupations of the immigrant

Apptlicd Economics Quarerly 49 (2003) 4
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fathers are not significant for most of the log-odds combinations, '2 Immigrants are
more likely to chose blue-collar over white-collar occupations when their fathers
are in the “other” ocenpation category. With regard to pareutal education, we find
that a more educated immigrant mother exerts significant influence on the occupa-
tional choice of children but only when chovsing a professional over a bloe-collar
category.'” More educaled immigran: fathers exhibit no significant effects on the
occupational choices of their children, independent of the alternative under study.
In the case of the West Germans, parental education was completely ineffective.

4, Conclusions

In this paper we employed data from the German Socio-Economic Panel
(GSOEP) 10 predict the occupational choice of men and women in Germany across
generations, For Germans and immigrants we find some surprisingly similar re-
sults. Gender significantly and differentially affects occupational choices even
after we control for human capital and other characteristics, with women being
sorted into white or professional jobs. Unlike the US, where individuals can alrer
their occupational choices over time, individuals in Germany make their choices
eatly on and are in a way “stuck™ with them. For example, the German educational
system emphasizes “racks”, and individuals must choose the right track from the
age of six. In such a context, the role of parents is crucial. West Germans have the
inherited advantage of being natives. Moreover, Germans whose fathers are in a
white-callar occupation have access to valnable social connections and more
chances for economic success. Overall, we find some signs of persistence in the
occupational choices for Germaas, but not for immigraats,

In general, we find that guestworkers are concentrated in the “traditional mi-
grant occupations.” They are indeed at a disadvantage with regard to family back-
ground characteristics. Yet, we find that guestworker full-tfime working women are
able 1o break the barriers and attain higher-runked occupations in service sectors
than their fathers, who were mostly blue-collar workers.

In conclusion, we find that in Genmany, individuals from different family hack-
grounds do not face equal options. We [ind seme evidence that individuals inherit
their social status and their position in the occupational distribution. Family back-
ground may affect occupationat choices both directly through genetic endowment,
social connections, and wealth, and indirectly through education, or through other
chanrels like the formation of preferences. More education increases the probabii-

12 Recall that the variable “father white™ includes the skilled craft, white-collar and profes-
sional categories, and the reference category is father in a menial occupation.

13 As we did for Gerrnans, here too we ran the model with parental education alone. We
found that both the father’s and the nother's education matter. That is, more highly educaled
parents may steer their children away from menial and blue-collar jobs and inspire thers o
choose a higher-numbered oceupation,

Applied Bconomics Quarterly 49 (20035 4
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ity of occupational upgrading. That is, more educated individuals have a higher
probability of advancing into accupations that offer higher eamings and social
status. Our results confirm earlier results on occupational attainment,

Our results with respect to farnily background influence on the oceupational
choice are not as powerful as the results of intergenerational studies on carnings.
We realize that this study is a study on accupational choice and not on eamings.
Nonetheless, because carnings, occupations, and econumic status are interlinked in
Germany we had expected to find a stronger influence of parental characteristics
on occupational choice.
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