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Abstract

We study the role of the most primitive institution in society: the family. Its organization and rela-
tionship between generations shape values formation, economic outcomes, and influences national
institutions. We use a measure of family ties, constructed from the World Values Survey, to review
and extend the literature on the effect of family ties on economic behavior and economic attitudes.
We show that strong family ties are negatively correlated with generalized trust; they imply more
household production and less participation in the labor market of women, young adult, and elderly.
They are correlated with lower interest and participation in political activities and prefer labor market
regulation and welfare systems based upon the family rather than the market or the government.
Strong family ties may interfere with activities leading to faster growth, but they may provide relief
from stress, support to family members, and increased well-being. We argue that the values regarding
the strength of family relationships are very persistent over time, more so than institutions like labor
market regulation or welfare systems.
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4.1. INTRODUCTION

Economists, sociologists, and political scientists have long been interested in study-
ing the effect of different family structures on a variety of economic outcomes. There is
hardly an aspect of a society’s life that is not affected by the family.

The aim of this chapter is to review the role that family ties may play in determining
fundamental economic attitudes. The importance of the family as a fundamental organi-
zational structure for human society is of course unquestionable. Historical examples of
attempts at eliminating the family as an institution have been a catastrophic failure, think
of the cultural revolution in China or Cambodian communism. In this chapter we inves-
tigate the effects of different types of family values. In particular, we plan to investigate
empirically an idea first developed by political scientists and researchers in the late 1960s
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and early 1970s, on the importance of family ties in explaining social capital, political
participation, and economic outcomes. The family organization can take different forms,
with very tight links between members or a more liberal/individualistic structure even
within a well-structured and organized family. The idea that a culture based on too-strong
family ties may impede economic development is not new. It goes back at least to Weber
(1904), who argues that strong family values do not allow the development of individual
forms of entrepreneurship, which are fundamental to the formation of capitalistic soci-
eties. Another author who clearly described the relationship between family values and
under-development is Banfield (1958). In studying differences between the southern and
northern part of Italy, this author suggested that “amoral familism” was at the core of the
lower level of development of the south. He depicts “amoral familism” as a particular
cultural trait: the “inability of the villagers to act together for their common good, or,
indeed, for any end transcending the immediate, material interest of the nuclear family.
This inability to concert activity beyond the immediate family arises from an ethos—that
of “amoral familism” [. . .] according to which people maximize the material, short-run
advantage of the nuclear family; and assume that all others will do likewise.” This is of
course an extreme, and in a sense degenerate, form of family relationship.

This extreme reliance on the family prevents the development of institutions and
public organizations, which, on the contrary, require generalized trust and loyalty to the
organization. When people are raised to trust their close family members, they are also
taught to distrust people outside the family, which impedes the development of formal
institutions.

Strong family ties are not unique to the Italian case, but are also present in many
Asian and Latin American countries. Fukuyama (1995) for example argues that “though
it may seem a stretch to compare Italy with the Confucian culture of Hong-Kong and
Taiwan, the nature of social capital is similar in certain respects. In parts of Italy and in
the Chinese cases, family bonds tend to be stronger than other kinds of social bonds not
based on kinship, while the strength and number of intermediate associations between
state and individual has been relatively low, reflecting a pervasive distrust of people outside
the family.” In a similar vein, Putnam et al. (1993) refer to many cases in Asia and Latin
America where the safety and welfare of the individuals are provided by the family, legal
authority is weak and the law resented.

When family ties are so strong, the implications for the economy are pervasive. In
this chapter we review the literature on the topic, provide new evidence, and explore
macroeconomic implications of the effect of family values. We start with within-country
analysis. This will allow us to include country fixed effects to isolate the impact of family
values from other confounding effects including national institutions. We analyze the
relationship between family values and four different types of societal attitudes that have
been shown to be conducive to higher productivity and growth. In particular, we look
at political participation and political action; measures of generalized morality; attitudes
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toward women and society;labor market behavior;and attitudes toward work. We perform
our analysis using the combined six waves of the World Value Survey (WVS), a collection
of surveys administered to a representative sample of people in more than 80 countries
from 1981 to 2010. We find that, on average, familistic values are associated with lower
political participation and political action. They are also related to a lower level of trust,
more emphasis on job security, less desire for innovation, and more traditional attitudes
toward working women. On the positive side, family relationships improve well-being as
measured by self-reported indicators of happiness and subjective health.

As a second step, we present cross-country evidence linking stronger family ties to
economic and institutional outcomes. One obvious limitation of this evidence is that
tamily values may be an outcome rather than a driver of economic development. While
we do not offer any definite answer to the question of causality, we do show that family
values are quite stable over time and could be among the drivers of institutional dif-
terences and level of development across countries: family values inherited by children
of immigrants whose forebears arrived in various European countries before 1940 are
related to a lower quality of institutions and lower level of development today. We also
show that the relationship between economic and institutional outcomes is fairly robust
even after controlling for legal origin, which has been shown to be an important historical
determinant of formal institutions across countries.

The chapter is organized as follows. In Section 4.2, we review the literature on family
ties. In Section 4.3 we provide a logical framework for the empirical analysis, linking our
paper to the theoretical models analyzing the impact of culture on economic outcomes.
In Sections 4.4 and 4.5, we describe how family ties and family structures can be measured,
and review the deep historical determinants of family ties. Section 4.6 presents results from
the within-country analysis. Section 4.7 presents cross-country evidence linking stronger
family ties to economic development and institutions and shows the persistence of family
values and their effect on institutions and development today. Section 4.8 analyzes the
impact of family ties on different measures of well-being and Section 4.9 concludes.

4.2. LITERATURE REVIEW

There is surprisingly little systematic empirical evidence in economics on the role
played by different types of family values in determining either economic outcomes
or attitudes which, in turn, have an influence over economic development. Most of
the research in economics indeed focused its attention on institutions, such as political
systems (Acemoglu et al. 2001, 2005), the legal rights of the individual (North, 1990),
religion (Guiso et al. 2006), education (Glaeser et al. 2004), social capital (Putnam, 2000;
Putnam et al. 1993), ethnic fractionalization (Easterly and Levine (1997),and Alesina and
La Ferrara (2005) for a survey) to explain a society’s ability to generate innovation, wealth,
and growth. Yet, little attention has been devoted to the most primitive societal institution,
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the family, and how this could be relevant in explaining a variety of socioeconomic
outcomes.

The work on the relevance of the family starts with Banfield (1958) and Coleman
(1990). Both authors notice that societies based on strong ties among family members,
tend to promote codes of good conduct within small circles of related persons (family or
kin);in these societies selfish behavior is considered acceptable outside the small network.
On the contrary, societies based on weak ties, promote good conduct outside the small
family/kin network, giving the possibility to identify oneself with a society of abstract
individuals or abstract institutions. This initial intuition has been confirmed recently in
an experimental setting by Ermish and Gambetta (2010). The authors used a trust game,
played by a representative sample of the British population, and found that people with
strong family ties have a lower level of trust in strangers than people with weak family ties.

After the seminal contribution of Banfield (1958) and Coleman (1990), some aca-
demics have noted strong patterns of family structures and linked them to significant
social and economic outcomes. This includes work by Todd (1985, 1990), Greif (2006b),
and Greif and Tabellini (2012). Using data on family structures dating back to the Middle
Ages, if not earlier, Todd focuses on the distinction between nuclear and extended family.
These two family structures differ in the degree of cooperation between subsequent gen-
erations, and in the authority exercised by parents. At one extreme, nuclear families are
those in which children are emancipated from their parents and leave the household at the
time of marriage or before. At the opposite extreme, the extended family typically consists
of three generations living together and mutually cooperating under patriarchal authority.

Todd measures the diffusion of both family types across Western Europe and uses
this distinction to explain relative levels of diffusion or resistance to important societal
changes such as Protestantism, secularism, or political ideology. His general idea is that the
nuclear family’s tradition of emancipation increases potential for movement away from
the family home which can facilitate the pursuit of independent economic opportuni-
ties. Also, the inability to rely on the family for income and housing can generate a more
entrepreneurial spirit of self-reliance as well as greater motivation to work. Todd’s (1990)
definition of family structures has been used more recently (Duranton et al. 2009) to
explain contemporary outcomes of European regions. The authors identified important
links between family types and regional disparities in household size, educational attain-
ment, social capital, labor force participation, sectoral structure, wealth, and inequality.

Greif (2006a) focuses his attention on the distinction between nuclear families and
large kinship groups. Like Todd, he emphasizes the sense of independence typical of
nuclear family structures. In particular, he describes how the latter in medieval times
facilitated the establishment and growth of corporations: “an individual stands to gain less
from belonging to a large kinship group, while the nuclear family structure increases its
gains from membership in such a corporation (Greif, 2006a: 1-2).” Greif illustrates a feed-
back effect where causation works in both directions—on the one hand, nuclear families
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facilitate the establishment of corporations; on the other, the economic and social trans-
formation related to the development of corporations, encourage the domination of the
nuclear family across Europe. Nuclear families encourage both flexibility and indepen-
dence; corporations substitute for kinship groups and provide a safety net, therefore com-
plementing the nuclear family. Greif and Tabellini (2012) distinguish two different modes
of sustaining cooperation in China and Europe. In China, the clan (a common descent
group consisting of families tracing their patrilineal descent back to one common ances-
tor who settled in a given locality) was the fundamental institution, which had prevailed
for more than 800 years, beginning with the Song Dynasty. Clan-based organizations
provided public goods and social safety nets. In Europe, where the nuclear family was
more prevalent, the locus of cooperation became the city, whose members were drawn
from many kinship groups. The authors show that in a clan, moral obligations are stronger
but are limited in scope, as they apply only toward the kin. In a city, moral obligations
are generalized toward all citizens irrespective of lineage, but they are weaker.! They refer
to this distinction as limited versus generalized morality, which is strongly correlated in
our paper to the strength of family ties today. The authors show that the prevalence of
one or the other organizational form depends on the distribution of values in society.
Like Greif (2006a), they recognize the existence of a feedback effect: subsequent social,
legal, and institutional developments evolved in difterent directions in these two parts of
the world, strengthening the clan in China and leading to the emergence of strong and
self-governed cities in Europe. The authors interestingly exploit differences in the early
family structures across different parts of Europe, taking family structures as indicators of
the scope and strength of kin-based relations. As expected, historical patterns of urbaniza-
tion within Europe reflect these different family traditions, with early urbanization being
much more diffused in the European regions, where families with weaker ties were more
prevalent.

Alesina and Giuliano (2010) analyze systematically the role of the family as primal insti-
tution in a society, showing that the strength of family ties represents a fundamental trait
shaping economic behavior and attitudes. The authors do not distinguish between nuclear
and extended families, like Greif (20062) and Todd (1985, 1990), but construct a subjective
variable on the strength of family ties using three different questions from the World Value
Survey. These questions are meant to measure the importance of the family, the love and
respect that children are expected to have for their parents, and the parental duties toward
their children.” Alesina and Giuliano (2010) show that strong family ties are positively

1 See Tabellini (2008) for a model of limited versus generalized morality which sustains different types of
cooperation.

2 In Section 4.4, we show that there is indeed a strong correlation across countries between nuclear and
extended family and family ties as measured by subjective measures taken from the World Values Survey.
Alesina et al. (2013) also show that subjective measures of strong family ties are correlated with Todd’s
definition of extended families at the regional level, at least in the case of Europe.
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correlated with home production (a result consistent with the in-depth case study of
Italy by Alesina and Ichino (2009)), lower labor force participation of women and young
adults, and negatively with geographical mobility. In a companion paper (Alesina and
Giuliano,2011), the authors also establish an inverse relationship between family ties, gen-
eralized trust, and political participation. Strength and weakness of family ties, defined
as “cultural patterns of family loyalties, allegiances and authorities,” also help explain-
ing living arrangements and geographical mobility of young generations (Recher, 1998;
Giuliano, 2007), larger fractions of family firms across countries (Bertrand and Schoar,
2000), and cross-country heterogeneity in employment rates (Algan and Cahuc, 2007).

While all the above-mentioned papers take the strength of family values as given
and persistent, Alesina et al. (2013) go one step further and explore the presence of a
feedback eftect between family ties and labor market institutions. The main idea is that
in cultures with strong family ties, individuals are less mobile and prefer more regulated
labor markets, while weak family ties are associated with more flexible ones, which then
require higher geographic mobility of workers to be efficient. In this setup, individuals
inherit strong or weak family ties with a certain probability. Strong family ties provide a
certain utility to each individual, which is larger, the larger is the share of individuals with
strong family ties in a society. Given their utility function, individuals vote with majority
rule on labor market regulation. There are two types of labor market policies: labor
market flexibility (i.e. laissez-faire) or regulation of wages and employment. Individuals
with weak family ties have a higher utility under flexibility, so this regime is voted for
if the society starts from a situation in which the majority of the population has weak
family ties. On the other hand, the utility of individuals with strong family ties is always
higher under regulation. Finally, firms offer labor contracts. A worker with weak family
ties always finds a job where he/she is paid for his/her productivity since he/she has no
mobility costs. A worker with strong family ties has a moving cost related to the disutility
to live far away from his/her family. Labor market regulations are precisely put in place
to protect those workers from the monopsony power of firms. The model generates
two stable Nash equilibria. One, where everybody chooses weak family ties and then
votes for labor market flexibility. In this case, labor market is competitive, everyone is
paid his/her marginal productivity and labor mobility is high. The other, where everyone
chooses strong family ties and then votes for stringent labor market regulations (firms
have a monopsonistic power because workers have a cost of moving away from their
original family). If the majority of the population has strong family ties, it is rational to
prefer regulated labor markets. This result explains why these types of regulation are hard
to change even though prima facie they appear as suboptimal since they generate lower
equilibrium employment and wages.

Although the theoretical model points to the possibility of a feedback effect between
labor markets regulation and family ties, the empirical part of the paper presents suggestive
evidence that the correlation is more likely to run from cultural values to institutions.
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The authors present two sets of evidence to make this point. First, they show a strong
correlation between family structures today and family structures in the Middle Ages. As
a second step, the authors show that family values inherited by immigrants arrived to the
US prior to 1940 are correlated to labor market institutions created after WWIL.

Family relationships explain the preferences for other aspects of welfare systems.
Focusing on Europe, Esping-Andersen (1999) argues that citizens obtain welfare from
three basic sources: markets, family, and government. Where family ties are stronger, social
risks are more internalized in the family by pooling resources across generations. His idea
is that differences in family relations were at the core of the different evolutions of welfare
systems, observed after WWII. In particular, he distinguishes three different types of wel-
fare states: the liberal welfare state (typical of countries like the US), this is a regime that
tavors small public intervention under the assumption that the majority of citizens can
obtain adequate welfare from the market. The second example is the social-democratic
regime, characterized by its emphasis on universal inclusion and its comprehensive def-
inition of social entitlements. This model, typical of the Nordic European countries, is
internationally unique in its emphasis on de-familizing welfare responsibilities, especially
with regard to care for children and the elderly. The third, and somewhat more het-
erogeneous, regime embraces a large part of Continental European countries: Austria,
Belgium, France, Germany, Italy, and Spain. This regime is strongly familistic, assuming
that primary welfare responsibilities lie with family members.

Coleman (1988, 1990), also stresses the mutual insurance mechanisms provided by old
and young generations in familistic societies. He argues that family ties can strengthen the
support received by young generations from the old, while at the same time representing
an obstacle for innovation and new ideas. Finally, Galasso and Profeta (2012) show that
the strength of family ties is related to the type of pension system chosen by a country.
Societies dominated by absolute nuclear families (or weak family ties, such as for example
the Anglo-Saxon countries) facilitate the emergence of a pension system which acts as a
flat safety net entailing the largest within-cohort redistribution than societies dominated
by any other type of family.

4.3. CONCEPTUAL FRAMEWORK

Many authors have stressed the relevance of the historical origins of (under)
development (North, 1981; Acemoglu et al. 2001) but a still unanswered question is
how differences in historical experiences are perpetuated until today. A recent strand
of literature focuses on the importance of individual values to explain this persistence.
One reason for why individual values can be relevant is the observation that very often,
inside the same country, similar institutions work in a very different way. Putnam et al.
(1993) used the example of Italy. They pointed out that for distant historical reasons, local
governments, courts, schools, and even the private sector are much less efficient in the
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south than in the north of Italy despite the presence of national institutions. Guiso et al.
(2008) recently pushed forward Putnam et al.’s analysis confirming his basic intuition.
The authors show that inhabitants of Italian cities that had the status of free city-states at
the beginning of the first millennium, where citizens were deeply involved in political
life, today also have a higher level of social and civic capital, as measured by participation
in elections and a variety of associations, and a higher level of blood donation.

There are different values that can be relevant to explain the sources of underdevel-
opment in a country. In this chapter we explore the idea that trust restricted only to
family members prevents the formation of generalized trust, which is at the core of many
collective good outcomes, from political participation to the formation of institutions
to economic outcomes (Banfield 1958; Gambetta, 1988; Putnam, et al. 1993; Fukuyama,
1995; Coleman, 1988, 1990). Also the organization of the family as a strong “production
unit” implies certain views about living arrangements and the role of women in market
activities versus home production (Alesina and Ichino, 2009).

This chapter is part of a rapidly growing literature which emphasizes the relevance of
specific cultural traits for economic and political outcomes. Akerlof and Kranton (2011),
Alesina et al. (2013b), Guiso et al. (2006), Fernandez and Fogli (2009), Gorodnichenko
and Roland (2013), Spolaore and Wacziarg (2009), and Tabellini (2008, 2010) all provide
extensive references and illustrate different applications of this new line of research.

The basic idea underlying the empirical analysis of this chapter is that these normative
values evolve slowly over time, as they are largely shaped by values and beliefs inherited
from previous generations. In particular, a culture of familism, defined as individual values
that stress the link between parents and children and loyalty to the family, is an important
channel through which distant history can explain the functioning of current institutions
and economic development. We explore this idea in two steps, we first use within-country
analysis to study the effect of family values on other types of economic attitudes, which
are relevant for growth. Although the issue of reverse causality is an important one, we
use established evidence that family values today are related to ancient family structures
(see Alesina et al. 2013; Duranton et al. 2009; Galasso and Profeta, 2012; Todd, 1990).
As a second step, we discuss aggregate evidence looking at differences in institutions
and economic outcomes between weak and strong family-ties societies. The correlations
shown are strong and consistent with the microeconomic data. Altogether they suggest
that well-functioning institutions and development are often observed in countries or
regions where individuals have weak family ties.

Before looking at the empirical evidence, we review a logical framework according
to which cultural traits in general and family values in particular are relevant. The eco-
nomics literature has used the word “culture” with different meanings. According to one
definition culture refers to the social conventions and individual beliefs that sustain Nash
equilibria as focal points in repeated social interactions (Greif, 1994). In more recent
contributions, individuals’ beliefs are initially acquired through cultural transmission and
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then slowly updated through experience from one generation to the next. This line of
argument has been pursued by Guiso et al. (2010) who build an overlapping generation
model in which children absorb their trust priors from their parents and then, after experi-
encing the real world, transmit their (updated) beliefs to their own children. An alternative
interpretation is that culture refers to more primitive objects, such as individual values and
preferences (Akerlof and Kranton, 2000). This latter interpretation is consistent with an
emerging literature in psychology,sociology, and evolutionary biology that emphasizes the
role of moral emotions in motivating human behavior and regulating social interactions.

Following broadly this last approach, we view cultural beliefs as decision-making
heuristics or “rules-of-thumb” that are employed in uncertain or complex environments.
Boyd and Richerson (1985) show that if information acquisition is either costly or imper-
fect, it can be optimal for individuals to develop heuristics or rules-of-thumb in decision-
making. By relying on general beliefs about the right thing to do in difterent situations,
individuals may not behave in a manner that is precisely optimal in every instance, but
they save on the costs of obtaining the information necessary to always behave opti-
mally. In practice, these heuristics often take the form of deeply held traditional values
or religious beliefs (Gigerenzer, 2007; Kanhneman, 2011).

The concept of culture as moral principles, rules-of-thumb or normative values that
motivate individuals is particularly appealing. Whereas social conventions sometimes
change suddenly because of strategic complementarities, and beliefs are updated as one
learns from experience or from others, individual values or rules of thumbs are likely to
be more persistent and to change slowly from one generation to the next. The reason
is not only that normative values are acquired early in life and become part of one’s
personality but also that learning from experience cannot logically be exploited to easily
modify them. Thus, values are likely to be transmitted vertically from one generation to
the next, to a large degree within the family, rather than horizontally across unrelated
individuals, and persist over time.

There are a number of reasons why we may observe persistence. First, the underlying
cultural traits may be reinforced by policies, laws, and institutions, which reinforce the
beliefs. A society with familistic values may perpetuate these beliefs by institutionalizing
different forms of welfare state, different maternal leave policies, different pension systems.
Another source of persistence can arise from a complementarity between cultural beliefs
and industrial structure. Beliefs regarding the importance of the family may cause a society
to specialize in family-based industries, which reinforce the attachment to the family,
therefore perpetuating this trait. A third explanation that does not rely on these forms of
complementarity is that cultural beliefs, by definition, are inherently sticky. The benefit
of decision-making rules-of-thumb is that they can be applied widely in a number of
environments, saving on the need to acquire and process information with each decision.

Empirically,several studies have investigated the persistence of cultural traits by looking
at subnational analysis, therefore holding constant industrial structure, domestic policies,
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and institutions. More directly, looking at children of immigrants, the literature has held
constant the external environment. We follow this tradition. In particular, we use within-
country analysis to hold constant the presence of institutions and policies. The concern of
reverse causality is limited by the fact that several papers have shown that values toward the
family today are related to historical family structures (see Alesina et al. 2013; Galasso and
Profeta, 2012). Another part of the literature has also shown that many of the outcomes
reviewed in this chapter tend to persist among second generation immigrants in the US
and other countries as a result of different values regarding the strength of family ties
(Alesina and Giuliano, 2010; Alesina et al. 2013).

S 4.4. HOW TO MEASURE FAMILY TIES

In this section, we describe different ways of measuring family ties using existing
datasets. One uses individual responses from the World Value Survey (WVS) (the measure
used for the empirical analysis of this chapter); the other is based upon the classification
by Todd (1983, 1990).

4.4.1 Measuring Family Ties Using the World Values Survey

The WVS is a cross-country project carried out for more than 20 years. Each wave has
representative national surveys of the basic values and beliefs of individuals in a large cross-
section of countries. The questionnaires contain information about demographics (sex,
age, education), self-reported economic characteristics (income, social class), and answers
to specific questions about religion, political preferences, and attitudes. Bertrand and
Schoar (2006), Alesina and Giuliano (2010) and several others since, measure the strength
of family ties by looking at three WVS variables capturing beliefs on the importance of
the family in an individual’s life; the duties and responsibilities of parents and children;
and the love and respect for one’s own parents. The first question assesses how important
the family is in one person’s life and can take values from 1 to 4 (with four being very
important and 1 not important at all). The second question asks whether the respondent
agrees with one of two statements (taking the values of 1 and 2, respectively): (1) one does
not have the duty to respect and love parents who have not earned it; (2) regardless of
what the qualities and faults of one’s parents are, one must always love and respect them.
The third question prompts respondents to agree with one of the following statements
(again taking the values of 1 or 2, respectively): (1) Parents have a life of their own and
should not be asked to sacrifice their own well-being for the sake of their children; (2) it
is the parents’ duty to do their best for their children even at the expense of their own
well-being. The questions can be combined by extracting the first principal component
from the whole dataset with all individual responses for the original variables.

Table 4.1 displays the correlation at the country level between the three original
measures and the first principal component. All the variables are highly and positively
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Table 4.1 Correlation among family values

Family Respect and Parental Family ties
importance love parents duties (princ. comp.)
Family importance 1.0000
Respect and love parents 0.3446** 1.0000
Parental duties 0.5518*** 0.3495** 1.0000
Family ties (princ. comp.) 0.7217** 0.7944*** 0.7928*** 1.0000

**significant at 5%.
significant at 1%.

sokok

Figure 4.1 Strength of family ties, principal component. Source: Authors’ calculation from the World
Value Survey.

correlated among each other. Figures 4.1-4.4 show maps of each single question and the
first principal component,and Figure 4.5 displays the values of the measure of the strength
of family ties (expressed using the first principal component) at the country level.” The
ranking generally reflects priors of the sociological literature. Scandinavian countries
and many Eastern European countries tend to have the weakest levels of family ties. In
a middle range are France, Canada, the United States, and the United Kingdom. More
familistic societies are Italy and many Latin American countries including Colombia, Peru,
and Brazil. In the extreme part of the distributions are some Latin American countries
like Guatemala and Venezuela; African countries like Egypt and Zimbabwe; and Asian
countries like Indonesia,Vietnam, and the Philippines.

3 The measure is calculated using the six waves from the WVS.
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Figure 4.3 Respect and love for parents. Source: Authors’ calculation from the World Value Survey.

The strength of family ties varies not only across countries, but also across regions of
the same country. Figure 4.6 represents the partial correlation of the relationship between
generalized trust and the strength of family ties for the case of Europe, after controlling
for country fixed effects. As is apparent from the figure, even after controlling for country
characteristics, the variation in family ties across Europe is sufficient to explain differences
in social capital inside Europe. The difference in the strength of family ties inside the
same country can be very pronounced. In Italy, the lowest level of family ties are in the
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Figure 4.5 Strength of family ties. Source: Authors’ calculation from the World Value Survey.

northern region of Valle D’Aosta (where it is equal to —0.22, a level similar to some of’
the Swedish regions), the highest in the southern region of Calabria (where it reaches

the high value of 0.44).
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Figure 4.6 Generalized trust and the strength of family ties, regional variation inside Europe.

4.4.2 Todd'’s Classification of Family Structures

In his books, The Invention of Europe (1990) and The Explanation of Ideology: Family Structures
and Social Systems (1983), Emmanuel Todd classifies family structures according to two
main organizing principles. The first principle concerns the vertical relationship between
parents and children, the second, the relationship between siblings.

With respect to the vertical relationship between parents and children, the family is
defined as “authoritarian” if children are subject to the parental authority even after mar-
riage. The family is defined as “liberal” if children become independent from the parental
authority by leaving the parental nest in early adulthood. To measure authoritarian versus
liberal families, Todd looked at data on cohabitation between generations within families,
in particular between parents and their married children. The family is authoritarian if
the eldest son stays in the family when he marries and remains under the authority of the
father. Unmarried daughters remain in the family home under the authority of the father
or their brothers, when the father dies. In the “liberal” case, children leave the parental
home when they reach adulthood or after marriage.

When one looks at the relationship between siblings, the family is defined as “equal” if
all siblings are treated equally; it is defined as “unequal” if one particular child (most often
the eldest) has a privileged treatment. To measure equality, Todd uses data on inheritance
laws and practices. A family is equal when family property is divided evenly between
siblings and unequal if primogeniture (or in some cases ultimogeniture) exists. The infor-
mation on the type of families for both the vertical and the horizontal dimension is
obtained by censuses and historical monographs that go back more than 500 years.
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Figure 4.7 Family structures, Todd’s classification. Source: Profeta and Galasso (2012).

The combination of the authoritarian/liberal vertical relationship with the equal/
unequal horizontal relationship gives rise to four types of family structures (depicted in
Figure 4.7):

1. Absolute nuclear family: this family type is characterized by independent living arrange-
ments (children leave their family in early adulthood either before marriage or to form
their own family), and lack of stringent inheritance rules. In this type of family, parents
have no obligation to support their adult children; every person is independent and has
to rely on his/her individual effort. The United States, the UK, Australia, New Zealand,
the Netherlands, and Denmark belong to this group. Interestingly, Laslett (1983) has
shown that this family characteristic makes young adults free to take residence where
job opportunities are best and thus has favored industrial development.

2. Egalitarian nuclear family: this family type is characterized by independent living arrange-
ments, like in the absolute nuclear family. The presence of egalitarian inheritance rules,
however, encourages the persistence of a strong relationship between parents and chil-
dren, who are inclined to stay with their parents longer. To this group belong the
southern European countries (Italy, Spain, Greece, and Portugal); Romania, Poland,
Latin America, and Ethiopia.

3. Stem or authoritarian family: this family type is characterized by the cohabitation of
parents and children. Inheritance rules are also not egalitarian. Countries belong-
ing to this group are Austria, Germany, Sweden, Norway, Czech Republic, Belgium,
Luxembourg, Ireland, Japan, Korea, and Israel.
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Table 4.2 Relationship between the strength of family ties (WVS) and Todd's family structure
(1) (2) (3)

Family important Respect and love parents  Parental duties

Communitarian family 0.039 —0.135** 0.086™**
(0.040) (0.065) (0.031)
Authoritarian family 0.019 0.012 0.163***
(0.033) (0.088) (0.049)
Nuclear egalitarian family  0.018 —0.142%* 0.014
(0.035) (0.065) (0.025)
Observations 101,169 94,631 89,011
R -squared 0.007 0.037 0.028

Source: Galasso and Profeta (2012). A higher number in their specification indicates weaker family ties. Data are taken
from the WVS. Each specification controls for a quadratic in age, education, income, and political orientation.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

4. Communitarian family:this type of family is characterized by cohabitation of parents and
children and equal inheritance rules. This system characterizes countries like Russia,
Bulgaria, Finland, Hungary, Albania, China,Vietnam, Cuba, Indonesia, and India.*
Galasso and Profeta (2012) compare Todd’s classification of family structures with the
one used in this chapter and in Alesina and Giuliano (2010). In particular, they use the
three above-described measures of family values taken from WVS and compare them
with Todd’s classification of family structures. They run a model of the following type:

yi = o + 81 X; + BoCommunitarian; 4+ BsAuthoritarian; + Bynuclear_egalitarian; 4 ¢€;,

where y; is the answer from the WVS to each of the three family measures, X; is a
set of individual controls (a quadratic in age, income, education, political views). They
include dummies for the prevalent type of family in a country, where the absolute nuclear
family is the excluded category. Table 4.2 reports the results of their specification. Todd’s
classification plays no role in explaining the answer to the most general question on
the importance of the family (column 1). However, strong children-to-parents links
are associated with communitarian and egalitarian nuclear families (column 2). Finally,
authoritarian and communitarian families are associated with a prominent role of parents
in today’s societies. The authors conclude that current survey data broadly confirms the
historical types present in Todd’s analysis.

* Note that Todd (1990) provides regional variations for most European countries, for example the com-
munitarian family was present in the center of Italy. Here we just report the data at the country level. The
family type at the country level is based on the type of family present in the majority of the population.
For more details on the regional variations of family ties see Duranton et al. (2009) and Todd (1990).
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4.5. WHERE FAMILY TIES COME FROM

A large literature in anthropology has documented that the type of family is
related to ecological features and means of subsistence in ancient times (Murdock, 1949).
Typically, agricultural societies are characterized by large extended families; whereas the
small nuclear family is more prevalent among small hunting and gathering societies. The
reason for that is that farming requires the help of many people, usually children and
kin, who cooperate to cultivate crops. Studies have found that children in agricultural
and pastoral societies are taught to be responsible, compliant, obedient, and to respect the
elderly and the hierarchy. Hunting or gathering as a means of subsistence, on the other
hand, requires moving from area to area. Many hunting and gathering societies do not
have a permanent home, but temporary huts or shelters. Mobility means that the small
nuclear family is more adaptable for survival under these ecological restraints. Children
in hunting and gathering societies tend to be self-reliant, independent, and achievement
oriented; and the family is less stratified.

We are not aware of formal tests of whether these ecological features from the distant
past tend to persist to the modern times, after industrialization has taken place in many
societies. The only work which has studied the correlation between current measures
of family ties and long-term historical characteristics is Durante (2010). He proposes a
simple explanation of the emergence of trust and different forms of family structures
based on the need for subsistence farmers to cope with weather fluctuations. The main
idea is that a more variable environment should increase an individual’s propensity to
interact with non-family members and reduce their dependence on the family for insur-
ance purposes. Durante (2010) tests his prediction in the context of Europe, combining
high-resolution climate data for the period 1500-2000 with contemporary survey data
on family ties as measured in Alesina and Giuliano (2010), and generalized trust, using the
negative expected relationship between these two variables. He finds that regions with
greater interannual fluctuations in temperature and precipitation have higher levels of
interpersonal trust and weaker family ties. This result is primarily driven by weather vari-
ability in the growing-season months, consistent with the effect of climatic risk operating
primarily through agriculture. He then replicates the analysis using climate data for the
period 1500—-1750. The relationship between historical climatic variability and trust and
weak family ties is positive and significant, even after controlling for climate variability
between 1900 and 2000, which does not appear to have an independent effect on trust
or family ties. These findings support an explanation based on the historical formation
and long-term persistence of trust and family attitudes.

The results of Durante’s specifications for various regions of Europe are reported in
Table 4.3. In particular, in panel A we report Durante’s results for the period 1900—
2000. The left-hand side variable is the principal component of the measures of family
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Table 4.3 Family ties and climate variability
Family ties (principal component from WVS)

Precipitation Temperature
Climate data 1900-2000 (1) (2) (3) (4)
Panel A: Climate data: 1900-2000
Variability —0.072** —0.392*
(12 months) (0.033) (0.214)
Variability —0.081%*** —0.692%**
(growing-season months) (0.029) 0.219)
Variability —0.004 0.063
(non-growing-season months) (0.024) (0.130)
Observations 220 220 220 220
Number of clusters 24 24 24 24
R-squared 0.826 0.828 0.826 0.832

Panel B: Climate data: 1500-1750 and 1900-2000

Variability (growing-season months) —0.205** —0.300** —0.205** —0.306™**
(1500-1750) (0.085) (0.112) (0.081) (0.100)
Variability (growing-season months) 0.129* 0.138
(1900-2000) (0.074) (0.081)
Observations 218 218 218 218
Number of clusters 24 24 24 24
R-squared 0.830 0.833 0.785 0.789

Source: Durante (2010). The regressions control for country fixed effects and for the following regional controls: mean
temperature, mean precipitation, average ruggedness index, soil suitability (average and standard deviation), area, dummy
for landlocked, distance of the region’s centroid from the coast, number of major rivers passing through the region, latitude
of the region’s centroid. Robust standard errors clustered at the country level in parenthesis.

*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

ties, whereas the dependent variable 1s the annualized variability calculated using both
precipitation (columns 1 and 2) and temperature (columns 3 and 4). The coefticient on
precipitation variability is positive and statistically significant at the 5% level (column 1):
in regions characterized by a more variable climate, family ties are weaker. The results
are primarily driven by variability in precipitation during the growing-season months,
whereas variability during the other months displays no significant eftect (column 2). The
results obtained using temperature are analogous: higher interannual variability, particu-
larly during the growing season, corresponds to weaker family ties (columns 3 and 4).
Panel B reports the test Durante performed to show that differences in the strength
of family ties are related to historical rather than contemporary variability. Historical
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variability in the growing season’s precipitation and temperature appear to have a negative,
large, and significant effect on the strength of family ties (column 1). This eftfect remains
and becomes even larger when controlling for climate variability over the last century,
which appears to have no significant (or even positive effect, for the case of precipitation)
effect. The magnitude of the coefticients on historical variability is large: a one standard
deviation in growing season variability corresponds to a 0.40 standard deviation decrease
in the strength of family ties, for precipitation, and a 0.38 standard deviation decrease for
temperature.

4.6. EMPIRICAL ANALYSIS

In this section we examine the relationship between family values and economic
attitudes, using within-country analysis drawn from the WVS. Our measure of family
ties is defined as the principal component of three subjective measures regarding the role
of the family, and the link between parents and children, as described in Section 4.1.
We use all available six waves, therefore providing the most comprehensive analysis of
the impact of family values on a variety of attitudes.” The coverage of countries varies
across surveys. The 1981-1984 wave covers 24 countries; the 1989-1993 wave covers 43
countries; 1994—1999, 1999-2004, 2005-2007, and 2008—2010 waves cover, respectively,
54,70, 57, and 47 countries.

The use of within-country analysis allows us to control for country fixed effects,
eliminating the impact of other institutional variables. This approach underestimates the
effect of family ties, to the extent that in the distant past they had an impact on current
institutions. Nevertheless, the eftfect can be attributed more credibly to this cultural trait.
Onmitted variables and reverse causality can still be a problem for this type of regression,
for this reason, we prefer to interpret our results as more precisely estimated partial
correlations. We divide our dependent variables into four groups.

4.6.1 Measures of Interest in Politics and Political Action

We begin with measures of people’s interest in politics and political action. The first
variable, which we label interest in politics, is based on the following question: “How
interested would you say you are in politics?”, the response varies from 1 (not at all
interested) to 4 (very interested). Variable 2, which we label discuss politics, asks the
respondent “How often do you discuss political matters with friends?” with the response
varying from never (1), occasionally (2), to frequently (3). Variables 3 and 4 measure if the
respondent belongs to political parties (the first question measures it with a dummy if
the person belongs to a political party and zero otherwise; the second question can take
values from 0 to 2, with 0 (not a member), 1 (inactive member), and 2 (active member).

5> Alesina and Giuliano (2010) only used four waves, having a substantially smaller sample size.
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The last five questions measure different forms of political action, asking the respondent
whether he/she has actually done any of these things (taking the value of 3), whether
he/she might do it (2), or whether he/she would never do it (1): signing a petition,
joining in boycotts, attending lawful/peaceful demonstrations, joining unofficial strikes,
occupying buildings or factories.

Understanding the origin of civic culture and of a well-educated population is an
important prerequisite to a well-functioning and stable democracy (Lipset 1959; Almond
and Verba, 1963; Glaeser et al. 2004, 2007; Persson and Tabellini, 2009).

4.6.2 Measures of Generalized Morality and Attitudes Toward Society

The second group of questions contains two measures of generalized morality (related
to a definition by Tabellini (2008), explained below), one question about trust in the
family and three questions about attitudes toward society. Variable one, frust, is based on
the following question: “Generally speaking, would you say that most people can be
trusted or that you can’t be too careful in dealing with people?”, the variable is equal to
1 if participants report that most people can be trusted and 0 otherwise. Variable 2 asks
whether obedience is a quality that children can be encouraged to learn at home, taking
the value of 1 if the quality is mentioned and O otherwise. Variable 3 asks how much the
respondent trusts the family from “do not trust the family at all” (1), “do not trust the
family very much” (2),“neither trust nor distrust the family” (3), “trust the family a little”
(4),“trust the family completely” (5). The last three questions refer to attitudes about the
possibility of changing society. The first question asks on a scale from 1 to 10 whether
“Ideas that stood the test of time are generally best” (taking the value of 1), or whether
“New ideas are generally better than old ones”. The second question asks if “One should
be cautious about making major changes in life” (taking the value of 1) versus “You will
never achieve much unless you act boldly” (taking the value of 10). The third question
asks the respondent to choose between three basic kinds of attitudes concerning society:
“society must be valiantly defended” (taking the value of 1), “society must be gradually
improved by reforms” (taking the value of 2), and “society must be radically changed”
(taking the value of 3).

Among all the above variables “trust” measures a fundamental trait in a society. More
than 35 years ago, Arrow (1972), recognizing the pervasiveness of mutual trust in com-
mercial and non-commercial transactions, went so far as to state that “it can be plausibly
argued that much of the economic backwardness in the world can be explained by the
lack of mutual confidence (p. 357).” Since then, Arrow’s conjecture has received consid-
erable empirical support. A vast literature investigates the link between aggregate trust and
aggregate economic performance, trust also encourage welfare enhancing social inter-
actions, such as anonymous exchange of participation in the provision of public goods,
and they are likely to improve the functioning of government institutions. Starting with
Banfield, it has also been postulated a negative correlation between trust in a small related
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circle (like the family) and generalized trust. Platteau (2000) links lack of generalized
trust to the distinction between “generalized” versus “limited” morality. In hierarchical
societies, trust and honest behavior are often confined to small circles of related people
(like members of the family). Outside of this small network, opportunistic and highly
selfish behavior is regarded as natural and morally acceptable. These two measures have
been defined to distinguish between values consistent with “generalized” versus “limited”
morality. Tabellini (2008) has shown that generalized morality is fundamental to under-
stand the origin of economic development across countries and among regions of Europe.
We therefore look at the relevance of family ties in the formation of generalized trust and
trust toward the family (expecting a negative impact of family ties on generalized trust
and a positive impact on trust in the family). In strong family ties societies, individualism
1s also mistrusted. In familistic societies, the role of parents is to foster obedience. Banfield
emphasized the relevance of obedience to claim that such coercive cultural environment
reduces individual initiative and cooperation within a group, and can hurt growth and
development.

The last three questions are related to the idea put forward by Coleman (1988) that
family ties can represent an obstacle for innovation and new ideas.

4.6.3 Labor Market and Attitudes Toward Work

The third group of questions looks at the relationship between family values and the
labor market. We explore the correlation between female, youth, and elderly labor force
participation and family ties. We also look at questions regarding the relationship between
job security and family ties. One question asks the respondent how important is job
security in a job. In another, the respondent has to choose the most important thing in
looking for a job, where a safe job with no risk is one of five choices (the other four
being: a good income, working with people one likes, doing an important job, doing
something for the community).

Employment rates vary dramatically across countries, but the bulk of the variation
relies on specific demographic groups: women, younger, and older individuals. Looking at
micro and macro data for OECD countries, Algan and Cahuc (2007) show that differences
in family culture can explain lower female employment and lower level of employment
of young and older people in Europe.® In the same fashion, Giavazzi et al. (forthcoming)
find that culture matters for women’s employment rates and for hours worked. In a recent

6 Although the authors attribute the differences in employment rates to the presence of the nuclear versus
the extended family in different OECD countries, the effect on employment is not studied using different
family structures but considering some subjective measures. In particular, they look at three questions:
whether the respondent agrees with the statement “When jobs are scarce, older people should be forced
to retire from work early”; the second asking the respondent whether they agree with the statement
“Adult children have a duty to look after their elderly parents”; and finally, “Independence is a quality
that children should be encouraged to learn at home.”
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paper, Alesina et al. (2013) looked at the relationship between family ties and the labor
market. The main idea is that in cultures with strong family ties, moving away from home
is costly. Thus individuals with strong family ties choose regulated labor markets to avoid
moving and limiting the monopsony power of firms, even though regulation generates
lower employment and income. We look at within-country analysis on preferences for
job security that further limit the possibility that the results are driven by other country
characteristics.

4.6.4 Measures of Attitudes Toward Women

The fourth group of variables contains measure of people’s attitudes toward women. The
first question asks the respondent whether he/she agrees with the statement “When jobs
are scarce, men should have more right to a job than women.” The other six variables
come from the answer to the question “For each of the following statements I read out,
can you tell me how much you agree with each? Do you agree strongly, agree, disagree,
or disagree strongly?” The statements are: “A working mother can establish just as warm
and secure a relationship with her children as a mother who does not work”; “Being
a housewife is just as fulfilling as working for pay”; “On the whole, men make better
political leaders than women do”;“A university education is more important for a boy
than for a girl”; “A pre-school child is likely to sufter if his or her mother works”; “A
job is alright but what most women really want is a home and children.” We recode the
questions so that a higher number means a more traditional perception of the role of
women in society.

Gender role attitudes are relevant in explaining difterences in female labor force par-
ticipation across countries (see Fortin, 2005; Fernandez and Fogli, 2009). In strong family
ties societies (Esping-Andersen, 1999; Ferrera, 1996; Castles, 1995; Korpi, 2000), family
solidarity is based on an unequal division of family work between men and women
(what has been called the “male-breadwinner hypothesis”): weak family ties will foster an
egalitarian gender role in which men and women participate equally in employment and
housework, whereas strong family ties are based on the “male-breadwinner hypothesis”in
which men work full-time and women dedicate themselves to housework. In the more
traditional, strong family ties societies, is the woman who is supposed to fulfill the family
obligations and as such, participate less in the market. According to Esping-Andersen
(1999), this gender relationship has been helped by a welfare state model that has his-
torically delegated family care services for children and the elderly to the family sphere
and has protected the male-breadwinner figure. Alesina and Ichino (2009) provide an
in-depth analysis of this type of family organization with respect to Italy.

4.6.5 The Impact of Family Ties

In Tables 4.4—4.7, we present our results on the overall effects of family ties. Each attitude
is regressed on our measure of family ties, some control variables (age, education, marital
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Table 4.6 Family ties, labor market, and attitudes toward work

M (2 3) 4 (5
Female Youth Elderly Job Job security in
LFP LFP LFP security looking for job
Family ties —0.013**  —0.012** —0.006™* 0.017%* 0.022%**
(0.001) (0.001) (0.003) (0.001) (0.001)
Age 0.063*** —0.043***  —0.050 0.003*** 0.004***
(0.001) (0.007) (0.043) (0.000) (0.000)
Age squared —0.001***  0.001*** —0.000 —0.000™**  —0.000***
(0.000) (0.000) (0.000) (0.000) (0.000)
Married —0.006 —0.060"**  0.028 —0.000 —0.001
(0.007) (0.007) (0.020) (0.005) (0.007)
Female —0.268"*  —0.264™*  —0.004™* —0.003
(0.003) (0.005) (0.002) (0.003)
Education dummies  yes yes yes yes yes
Country dummies yes yes yes yes yes
Wave dummies yes yes yes yes yes
Observations 98,218 44,336 26,974 213,576 99,749
R-squared 0.224 0.269 0.251 0.106 0.049

Coefticients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

status, and a gender dummy’), country-specific effects, and wave dummies. The sample
size differs across regressions and ranges from a minimum of 26,974 to a maximum of
212,931%; therefore always providing substantial variation in time period and number of
countries.

Before we comment on the results of the impact of family ties, it is useful to discuss
the eftect of our control variables. The results, which are of independent interest, are very
reasonable and provide credibility to the measure of family ties we are going to use. There
is a hump-shaped relationship in age between interest in politics, political participation,
and political action, and between age and job security. There is also a hump-shaped
relationship between age and trust, whereas the level of trust in the family does not
change with age. Emphasizing obedience is less important among young people and it
has a U-shaped relationship with age. The same U-shaped relationship also exists for

7 We do not include income in our regressions since in the next section we do find that family ties could
explain part of the differences in GDP per capita across countries. Our results are, however, robust to its
inclusion.

8 The smallest sample is for labor force participation of the elderly (26,974), therefore the smaller sample
size depends on the fact that the regressions are not run on the whole population. The variable trust in
the family is the one with substantially lower sample size, of around 10,000 observations.
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the attitudes looking at whether society should be defended versus whether it should
be dramatically changed. Not surprising, young people believe that new ideas are better
than old ones and are more open to major changes in life. Attitudes toward women are
not systematically related to age. Gender and education also have the expected eftects.
Women are generally less interested and involved in politics than men. They also trust less
(gender, like age, however, is not systematically related to the level of trust in the family, a
more universal value that does not change with specific demographics). Not surprisingly,
women have less traditional beliefs about the role of women in society compared to
their male counterparts (an indication that they most likely sufter from the presence of
traditional gender role attitudes). Education is positively related to political interest and
political action, a result supporting the model by Glaeser et al. (2007). More educated
people have a higher level of trust, less traditional attitudes about the role of women in
society; they also believe obedience is not an important quality to teach children. Finally,
they are in support of new ideas but more conservative with respect to major changes in
life and in society.”

Let’s now consider the eftect of family ties. Table 4.4, which relates to political partic-
ipation and political action, shows that family ties have a negative and highly statistically
significant coefficient. Regarding the magnitude of the effect, the beta coefficient of
family ties on political participation (the first four columns of Table 4.4) is equal for the
four different measures to 0.01 (roughly to 1/5 of the magnitude of the beta coefficient
of the middle level of education, which ranges between 0.04 and 0.05).'" The magnitude
of the beta coefficient for family ties is larger for the measures of political actions. In this
case the coefficient goes from 0.04 to 0.08 and it is between 1/3 or even the same effect
of the middle level of education.

Table 4.5, which includes the same controls of Table 4.4, refers to those variables
of “generalized morality” (as in Tabellini, 2008) and openness to new ideas. The results
are as expected. Particularly important is the result of column 1 which shows a negative
effect of family ties on generalized trust, but positive on trusting family members (column
2). Strong family ties imply teaching more obedience to children (column 3) and being
relatively conservative in terms of personal and social change (columns 4, 5, and 6). As for
the magnitude of the effects: the beta coefficients of family ties on trust is equal to —0.016
(half the coefficient of middle level of education, which has a positive effect compared
to the lower level of education). The impact of family ties on trusting the family is three

9 When we control for income as one of our robustness checks, we do find that income is positively
correlated with trust and trust in the family, like education. Similarly, income is inversely correlated with
the importance of obedience. Income is however inversely correlated with the importance of new ideas
and major changes in life, but positively correlated with the belief that society should be changed.

10 We include two dummies for education: one for middle and one for upper level (the excluded group is
lower level of education). The sign of the middle and upper level of education coetficient is positive, as
the excluded group is lower level of education.
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times the effect of middle level of education; the magnitudes of middle level of education
and family ties are equivalent (but of opposite sign) for obedience and the three attitudes
on personal and social change (columns 4-6).

Table 4.6 looks at the labor market of women, young adults, and the elderly. Individuals
coming from strong family ties have a lower level of labor force participation for women,
young adults, and older people. This is consistent with the male-breadwinner hypothesis
according to which, women are supposed to stay at home and take care of the family,
together with older and younger people. Consistent with the relationship postulated
by Alesina et al. (2013), individuals with familistic values consider job security the most
important characteristic in a job. The impact of family ties on the labor force participation
of the three groups is small compared to the impact of education (the beta coefficient is
1/10 when compared to the one on middle level of education). This is not surprising:
family ties are very relevant in the determination of labor market institutions (see Alesina
et al. 2013) and the country fixed effects are most likely capturing part of that channel.
The impact of family ties on job security (columns 4 and 5) on the other hand is six times
larger than the effect of middle level of education.

Table 4.7 refers to the attitudes towards women. With the exception of column (2),
in all other columns the variable family ties has the expected sign and it implies a more
traditional role of women in the family. Indeed, this makes sense: with close family ties,
the family needs someone who organizes it, and keeps it together, typically the wife and
mother. In this sense, the family becomes a formidable producer of goods and services
which are not counted in standard measure of GDP, like childcare, care of the elderly, and
various other forms of home production.'! As for the magnitude of the effects, it goes
from roughly % of the effect of middle level of education (for the first four columns) to
being more or less of equivalent magnitude (for the last three columns).

Overall, we find that different beliefs about the importance of the family in one
person’s life and the relationship among generations are relevant for the determination
of values, which have been proven to promote employment, innovation, and growth. If
values about the family are transmitted from generation to generation and they move
slowly over time, they could provide an explanation on how the distant past can affect
the current functioning of institutions. Indeed, several papers have provided evidence that
attitudes toward the family and different forms of family structures are transmitted from
generation to generation and affect the behavior of second generation immigrants, who
still maintain the values and behavior of their parents despite living in an institutional
environment which is very different than their ancestors’ country of origin.'” It is also

11 See Alesina and Ichino (2009) for an empirical estimate of the size of home production in a few countries
with weak or strong family ties.

12 See Alesina and Giuliano (2010, 2011) and Alesina et al. (2013). All these papers show that family ties
have an effect on the behavior of second generation immigrants in the US and a large set of European
countries. This evidence hints at the possibility that the partial correlations established in Section 4.4 can
have causal nature.
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worth noticing that all the results presented in this section are most likely a lower bound
of the effect of family ties. If family values become part of the national culture, this is
captured by the country fixed effects together with the impact of institutions and all other
time invariant characteristics.

4.7. FAMILY TIES, DEVELOPMENT, AND INSTITUTIONS

In this section, we provide some suggestive evidence in support of the idea that
family ties are correlated with fundamental determinants of economic outcomes at the
aggregate level. We document a strong correlation between the strength of family ties,
economic development, and quality of institutions. Countries with strong family ties
have lower levels of per capita GDP and lower quality of institutions.

We do our analysis in two steps. As a first step, we establish a basic correlation between
the strength of family ties, economic development, and the quality of institutions. As a
second step, a small one toward establishing causation, we show that family values brought
by immigrants who arrived in several destination countries before 1940 are correlated
with the level of development and the quality of institutions today.

We measure economic development with real GDP per capita. As a measure of insti-
tutional quality we use the Worldwide Governance Indicators (WGI) of the World Bank.
The WGI reports on six broad dimensions of governance for over 200 countries for
the period 1996-2011. These dimensions are: voice and accountability (the extent to
which a country’ citizens are able to participate in selecting their government, as well
as freedom of expression, freedom of association, and a free media); political stability and
absence of violence (measuring perceptions of the likelihood that the government will
be destabilized or overthrown by unconstitutional or violent means, including politically
motivated violence and terrorismy); government effectiveness (the quality of public ser-
vices; the quality of the civil service and the degree of its independence from political
pressures; the quality of policy formulation and implementation; and the credibility of
the government’s commitment to such policies); regulatory quality (the ability of the
government to formulate and implement sound policies and regulations that permit and
promote private sector development); rule of law (capturing perceptions of the extent to
which agents have confidence in and abide by the rules of society, and in particular the
quality of contract enforcement, property rights, the police, and the courts, as well as the
likelihood of crime and violence); and control of corruption (the extent to which public
power is exercised for private gain, including both petty and grand forms of corruption,
as well as “capture” of the state by elites and private interests).

4.7.1 The Correlation Between Family Ties, Economic Development,
and Institutional Quality

We first establish that countries with stronger family ties have lower economic devel-
opment on average, measured by GDP per capita (Table 4.8). We run cross-country
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Table 4.8 Family ties and per capita GDP
(M (2) (3) (4)

Variables Log GDP Log GDP Log GDP Log GDP
Family ties —1.984*** —0.969**
(0.383) (0.441)
Inherited family values —0.860"* —0.786™**
(0.428) (0.285)

Log (years of schooling) 2. 41475 2.350%**

(0.498) (0.307)
Observations 80 73 122 100
R-squared 0.221 0.409 0.064 0.522

Coeflicients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

regressions of GDP per capita on our measures of family values.'? We show that the coef-
ficient from a regression of logarithm of GDP per capita on the strength of family ties is
highly negative and significant. A one standard deviation increase in the strength of family
ties (0.36) is associated with a reduction of the log of GDP per capita of 0.71 (roughly
equal to 44% of its standard deviation). The second column controls for human capital,
measured by the logarithm of the average schooling years in the total population over
age 15. By adding this variable, we might be overcontrolling since educational choices
might themselves be an outcome of family values. The strength of family ties is still very
strong although is magnitude is, not surprisingly, reduced.

The cross-sectional correlations leave open the possibility that other omitted variables
can explain both the strength of family ties and differences in economic development
across countries. Using the combined waves of the WVS we can limit this possibility
by looking at the correlation between regional income and regional family ties, after
controlling for country fixed eftects. The results are reported in Table 4.9. In order
to maintain a very large sample (more than 1000 regions) we constructed the income
measure by collapsing the income variable from the WVS, instead of using estimates of
regional GDP which are available only for a limited European sample.'* In column 1, we
report the correlation between regional income and the strength of family ties. Similar to
the cross-country regressions, the correlation is negative and significant at the 1% level.
This correlation also exists once we control for country fixed effects with a smaller but

13 The measure of GDP is averaged between 1980 and 2010, the years in which the World Value Survey
was taken. In particular, before taking the average, we match each country with the GDP corresponding
to the year in which the survey was taken.

14 The income variable in the dataset indicates income scales and is coded as a variable going from one to
eleven, where one indicates the lower step in the scale of incomes and 11 the highest.
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Table 4.9 Family ties and regional income
(1) (2) (3) (4) (5) (6) (7)

Whole Whole North America South
sample sample Europe  Africa Asia and Oceania America
Family ties —0.540™%  —0.349"**  —(0.287** —1.383"* —(.498** —0.327 0.133
(0.078) (0.111) 0.127)  (0.398) (0.201)  (0.408) (0.444)
Country fixed effect no yes yes yes yes yes yes
Observations 1,197 1,197 661 103 255 83 86
R-squared 0.047 0.526 0.466 0.691 0.482 0.731 0.354

Unit of analysis is a region in the World Value Survey. Coefficients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

still relevant magnitude: a one standard deviation increase in the strength of family ties
(0.44) is associated with a reduction in income of 0.152 (roughly equal to 14% of its
standard deviation). It is also interesting to note that the correlation exists in all different
continents. Columns 3—7 indeed show that the correlation is quite strong not only inside
Europe but also inside Africa and Asia."”

The next question is whether the negative relationship between GDP and family
values is also reflected in a negative relationship between family values and institutions.
We explore this question in Table 4.10. We find that the strength of family ties is asso-
ciated with lower quality of institutions. The effect is always negative and significant
for all different types of institutions. The effect is also sizeable: a one standard deviation
increase in the strength of family ties (0.35) is for example associated with a reduction
of the control of corruption measure of 0.61 (roughly equivalent to 54% of its standard
deviation).

A recent literature has suggested that one important driver of many formal institutions
is legal origin. For example, English (common) law countries have been shown to have
higher levels of investor protection, superior protection of property rights, and a more
efficient judicial system. When we control for legal origin (Table 4.11), the negative
association between family ties and the quality of institutions stay virtually the same.

4.7.2 Inherited Family Values and Current Institutions and Development

Our implicit assumption in all the empirical analysis is that family values change slowly.
They are transmitted from generation to generation and they have persisted through
history to the present day. This form of persistence seems intuitively likely given the
probability that children are brought up to consider the attachment to the family, the

15 The results on North America and Oceania are not significant, most likely due to the small sample size.
Similarly for South America.
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Table 4.10 Family ties and institutions

(1 (2) (3) (4) (5) (6)
Control of Government  Political Ruleof  Regulatory Voice and
corruption effectiveness  stability law quality  accountability
Family ties —1.729%%*%  —1.575%* —1.576™*  —1.595%** —1.199"** —1.428%**
(0.308) (0.266) (0.212) (0.281) (0.239) (0.239)
Observations 80 80 80 80 80 80
R-squared 0.288 0.292 0.374 0.291 0.230 0.288

Coefficients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

Table 4.11 Family ties and institutions, controlling for legal origin

(1) (2) (3) (4) (5) (6)
Control of Government Political Rule Regulatory  Voice and
corruption effectiveness stability  of law quality  accountability
Family ties —1.572%*%  —1.504*** —1.368"*  —1.490™** —1.205*** —1.334%**
(0.395) (0.357) (0.278) (0.370) (0.309) (0.286)
Legal origin dummies yes yes yes yes yes yes
Observations 80 80 08 80 80 80
R-squared 0.401 0.375 0.394 0.379 0.265 0.308

Coefficients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

respect for parents, and the belief that they will do everything for their children as the
natural state of the world. As a result, children will most likely reproduce the same values
and beliefs with their own children. The persistence may develop and it can be facilitated
through intermediate factors, such as the nature of political or economic institutions,
shaped first by family structures which, in turn, have continued to influence our society
today in a path-dependent manner.

In this section, we isolate the impact of cultural values on today’s institutions. Ideally
we would like to have measures of family values observed much before the measure of
current institutions. Family values going so far back in time cannot be observed directly,
since there is no survey available for that period of time. However, following Algan and
Cahuc (2010) we can detect family ties by looking at family values inherited by children
of immigrants in several European countries whose forbears arrived in Europe before
1940.
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The idea behind this exercise is that parental values are a good predictor of the values
of children. For this reason, we can use the family values that European descendants have
inherited from their forebears who migrated to Europe from different countries before
1940 to know the values for the period preceding the quality of institutions today. This
method allows us to cope with the lack of information on historical family values, by
using the values that the descendants of various immigrants groups have inherited from
their ancestors’ countries of origin. This strategy is very useful because by using the values
that European immigrants have inherited from the home country instead of the average
values of the residents today, we can exclude reverse causality.

To perform our exercise we use data from the European Social Survey (ESS). The ESS
is a biennial cross-sectional survey administered in a large sample of mostly European
nations. The survey was conducted in 2002/2003, 2004/2005, 2006/2007, 2008/2009,
and 2010/2011. The number of countries surveyed varies by wave. There are 22 countries
included in the first round, 26 in the second, 25 in the third, 29 in the fourth, and 20
in the fifth. The sample size for a survey difters by country depending on its size. They
range from 579 for Iceland to 2,870 for Germany.

Our primary sample consists of children of immigrants. We define children of immi-
grants as individuals born in a certain country but whose fathers were born abroad.' In
order to get enough observations, we use information on second generation immigrants
born before 1940. In the presence of cultural transmission children of immigrants should
have inherited attitudes toward the families from their parents (who should have arrived in
the destination countries not later than 1940 but possibly much earlier), who came to the
destination countries with cultural attitudes from their countries of origin. Let’s consider
for example the case of France. To calculate the historical family values, we do consider
children of French immigrants in a certain destination country. We do restrict the sample
to children of immigrants born before 1940 and calculate their family values. These values
are a reflection of their parental values who arrived from France before 1940, therefore
the values of children of immigrants are a reflection of French family values before 1940.

The European Social Survey does not contain the same variables on family ties
as those of the World Values Survey. To measure the strength of family ties we use a
question asking the respondent his/her level of agreement with the following statement:
“A person’s family should be the main priority in life” the answer can go from “disagree
strongly” to “agree strongly” on a scale from one to five.

There is a strong correlation between the inherited family ties of the children of
immigrants born before 1940 (as measured by the ESS question) and current family
ties in the countries of origin of their parents (as proxied by our measure of family ties
calculated from the WVS). The correlation is about 0.35, showing that there is a strong
inertia in family values across countries.

16 When this information is not available we use the country of origin of the mother, if she is an immigrant.
Natives are excluded from the analysis.
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Table 4.12 Inherited family values and institutions

(1 (2) (3) (4) (5) (6)
Control of Government Political Rule Regulatory  Voice and
corruption effectiveness stability  of law quality  accountability
Inherited family values —0.664™*  —0.622%** —0.558"*  —0.630"** —0.477** —0.613™*
(0.197) (0.221) (0.184) (0.213) (0.201) (0.201)
Observations 128 129 129 129 128 129
R-squared 0.090 0.081 0.068 0.083 0.053 0.082

Coeflicients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

Table 4.13 Inherited family values and institutions, controlling for legal origin

(M (2) (3) (4) (5) (6)
Control of Government Political Rule  Regulatory Voice and
corruption effectiveness stability  of law quality  accountability
Inherited family values —0.529™**  —(0.509*** —0.529"*  —0.525"** —(.382** —0.499%**
(0.148) (0.174) (0.157) (0.163) (0.160) (0.164)
Legal origin yes yes yes yes yes yes
Observations 122 122 122 122 122 122
R-squared 0.340 0.309 0.260 0.320 0.235 0.263

Coefficients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

We next discuss the correlation between the inherited family ties dating back to at
least 60 years ago and current regulations in the home countries. Tables 4.12 and 4.13
show the OLS estimations, with and without the inclusion of legal origin dummies. We
do find a robust and significant negative relationship between inherited family values
and current institutions. The relationship holds even after controlling for legal origin.
We do the same exercise with the level of development finding again a stable negative
relationship between current development and inherited family values (columns 3 and 4
of Table 4.8). Overall, we do find that there is a long-lasting effect of family ties on the
quality of current institutions.

4.8. FAMILY TIES AND WELL-BEING

Strong family ties countries are characterized by less favorable economic outcomes
and attitudes. Unemployment rate, labor force participation, and income per capita are
worse in strong family ties countries. Such unfavorable outcomes however do not seem
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to lead to dramatic situations of economic need in the population or to social unrest.
This observation seems to suggest that in some sense those negative economic outcomes
are less painful in strong family ties societies. In this part, we review existing evidence
on the positive effects of familistic societies and provide some additional evidence on the
conjecture that family ties could indeed improve well-being.

Bentolila and Ichino (2008) study the relationship between unemployment and con-
sumption in four different countries: Spain, Italy, Great Britain, and the US. Their empir-
ical results indicate that an increase in the duration of unemployment spells of male
household heads is associated with smaller consumption losses in Spanish and Italian
households. They conclude that extended family networks constitute the social institution
which plays the crucial role of reducing the cost of unemployment near the Mediter-
ranean. In Spain and Italy, the family appears to supplement for the lack of generosity of
the welfare system and for the imperfection of capital markets. In this sense, the Mediter-
ranean family-based solution seems to produce a desirable outcome from a welfare point
of view since it allows for more consumption smoothing.

Along similar lines, Alesina and Giuliano (2010) look at the amount of home pro-
duction in strong family ties societies. Societies with strong family ties are associated with
more time spent at home by wives/mothers, and young adults living at home longer. This
implies more home production (in the form of childcare, home cooking, caring for the
elderly, house cleaning, etc.). In addition, according to a more traditional role attributed
to women in societies in strong family ties societies, these activities should be mostly
performed by wives and daughters. The authors indeed find that the strength of family
ties is relevant for the determination of home production of women, but not of men, as
expected.

Alesina and Ichino (2009) present some detailed calculations of the value of home
production in four different countries: Spain and Italy with relatively strong family ties,
the United States with an intermediate level, and Norway with a low level of family
ties. They use two procedures in order to estimate the value of home production: the
opportunity cost and the market value. They first calculate how much market income is
lost by various individuals by working a certain number of hours at home rather than
in the market, based upon characteristics such as their age, level of education, and wage
value in the market. The second method is based upon how much it would cost to hire
from the market individuals to perform household duties like cooking, cleaning, etc.!’
The authors find that home production is very large: it increases measured market income
by a minimum of 53% to a maximum of 121% depending on the country and method
of calculations. But more interestingly for our purposes the authors uncover a very
large difference between strong and weak family ties countries. For instance, using the
opportunity cost method, Italian families exactly double their market income by working

17 The authors discuss in the detail the properties and the pros and cons of the two methods.
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Table 4.14 Family ties and happiness
(1) (2) (3)

Happiness Satisfaction with life State of health
Family ties 0.057*** 0.143%%* 0.025%**
(0.001) (0.005) (0.002)
Age —0.006™** —0.027%** —0.011%**
(0.000) (0.002) (0.001)
Age-squared 0.000*** 0.000*** —0.000***
(0.000) (0.000) (0.000)
Female 0.014% 0.033%** —0.114%*
(0.003) (0.010) (0.004)
Married —0.013 —0.128*** —0.036™**
(0.008) (0.026) (0.010)
Education dummies yes yes yes
Country dummies yes yes yes
Wave dummies yes yes yes
Observations 222,197 221,458 187,053
R-squared 0.141 0.179 0.221

Coefficients are reported with robust standard errors in brackets.
*Indicates significance at the 10% level.

**Indicates significance at the 5% level.

***Indicates significance at the 1% level.

at home contrary to an increase of about 74% in the US. Using the market cost of services,
Italians more than double their market income (+121%) while Norwegians increase it
by 80%. These results suggest that a market income measure tends to underestimate the
well-being of strong family ties countries, given that home production is not included in
this measure.

These considerations open the question of the relationship between the strength
of family ties and alternative measures of well-being to which we now turn. Table
4.14 illustrates this relationship using measures of subjective happiness and self-reported
health. The first question asks the respondent, on a scale from 1 to 4, whether “Tak-
ing all things together, would you say you are:” very happy (taking the value of 4),
quite happy, not very happy, not at all happy (taking the value of 1)? The second ques-
tion asks “All things considered, how satisfied are you with your life as a whole these
days?” The answer goes from dissatisfied (taking the value of 1) to satisfied (taking the
value of 10). The last question asks the respondent, “All in all, how would you describe
your state of health these days?” Would you say it is very good (taking the value of 5),
good, fair, poor, or very poor (taking the value of 1). The results in Table 4.14 clearly
show that, all in all, although strong family ties can harm societies in a variety of ways,
they can also have positive effects in an individual’s life, as measured by happiness and
self-reported measures of health. The magnitude of the effect is also sizeable: the beta
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coefficients of family ties on the three measures of well-being are equal to 0.08,0.06, and
0.03 respectively (for a comparison, the impact of the highest level of education is equal
to 0.09, 0.04, and 0.08).

How can one interpret these results? One interpretation could be that well-being
depends essentially on the quality of social relationships and not only on individual
income. From this perspective, if social relationships are particularly good among family
members, we should expect a strong correlation between family ties and well-being.
Second, these results on well-being may capture the effect of stress and harder work
(reflected in higher per capita income) in environments with weaker family ties. Alesina
and Ichino (2009) make this argument with explicit reference to Italy. In a sense, the
strong family ties of this county may explain both its relative decline in a globalized
world but also the relatively high life satisfaction (at least for now) of Italians.

4.9. CONCLUSION

We show that differences in family values have an impact on attitudes and outcomes
that are relevant to explain differences in growth across countries and the quality of
institutions. We study attitudes toward working women, the society, generalized morality,
and civic engagement. Our findings confirm an idea first developed by political scientists
and sociologists: trust in the family prevents the formation of generalized trust, which
is at the core of many collective good outcomes, from political participation to the
formation of institutions to economic development. This should not be taken of course
as a “criticism” of the family as a fundamental institution of society but as an analysis of
the effect of different family arrangements. Our analysis indeed shows that family ties are
related to different measures of happiness, life satisfaction, and self-reported health.
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