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AIM 
“The ultimate purpose of economics, of course, is to 

understand and promote the enhancement of well-being” 

(Ben Bernanke, 2012) 

 

How do we do that though? 
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AIM 
We estimate a model to try to answer the following 

• (i) How important are the different adult outcomes 

(economic, social and personal) for well-being? 

• (ii) What is the role of child development (intellectual 

performance, conduct and emotional health) and family 

background on adult life-satisfaction: both direct and 

via adult outcomes? 

• (iii) How far can we predict adult life-satisfaction at 

different earlier points in a person’s life? In other 

words, does the child “reveal” the adult? Or can we all 

be remade in adulthood? 
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• Two traditional approaches 

CHILDHOOD 
VARIABLES 

ADULT 
VARIABLES 

LS 

LS 

Either (1) The effects of current circumstances on current life 

satisfaction (Oswald, etc) 

Or (2) The effects of background and childhood (Shields, 

etc) 



A more complete model 

CHILDHOOD 
VARIABLES 

ADULT 
VARIABLES 

LS 

Our aim here is to combine these two. 

We find that: 

Background and childhood do matter... but mostly exert 

their influence mainly via current circumstances 
 



British Cohort Study 
• Born 1970. 8,868 obs. 

 

• Aim: Explain adult life-satisfaction (0-10) at 
age 34: “How dissatisfied or satisfied are 
you about the way your life has turned out 
so far?” 

 

• We explain life-satisfaction by seven adult 
outcome variables, three sets of childhood 
characteristics, and family characteristics 

 



7 

 Economic 

 

Log income (equivalised) 

Educational achievement 

Employed (measured as not 
unemployed) 

at 34 

by 34 

at 34 

Social Good conduct (= -no. of crimes) 

Has a partner 

at 16-34 

at 34 

Personal Self-perceived health 

Emotional health 

at 26 

at 26 

Adult outcomes 



British Cohort Study 
• Education is a weighted sum of six education 

outcomes: weights from coefficients in a 
wage equation 

• Has a partner is a weighted sum of four 
marital status outcomes: weights from 
coefficients in a life satisfaction equation 

• Adult EH from 24 Yes/No questions relating to 
tiredness, depression, worry, irrational fear, 
rage, irritation, tension and psychosomatic 
symptoms  



• We measure emotional health and self-
perceived health at age 26 rather than at 34 

• This avoids the charge that these are 
synonyms of life-satisfaction rather than 
predictors of it 

 

• All of these seven adult outcomes can 
depend on family background and the 
childhood variables 

• And so does life satisfaction itself directly 
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• Childhood variables include variables 
relating to the child and to the parents 
(“family background”) 

 

• Three main dimensions of child 
development – intellectual performance, 
social behaviour and emotional health. 
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• Economists have traditionally focussed on 
intellectual development.  

• Heckman has widened the perspective to 
include also non-cognitive skills.   

• But by this they usually mean social 
behaviour or sometimes self-discipline (or 
grit).  

• They do not usually mean how the children 
feel – are they anxious or depressed?  
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• Social behaviour and emotional health are 
not highly correlated.  

• Social behaviour relate to destroying things, 
fighting, stealing, disobedience, lying, 
bullying, being disliked and unsettled and 
impulsive behaviour.  

• Questions on children’s emotional health 
are more internal, and relate to worry, 
unhappiness, sleeplessness, eating disorder, 
bedwetting, fearfulness, school avoidance, 
tiredness, and psychosomatic pains.  12 



• The BCS data provide us with 
measurements on the three child variables 
at 5, 10 and 16.  

• We also have measurements on the family 
at different ages  

• For simplicity we consolidate these into the 
two sets of family variables  
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Composite Variables 
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Childhood variables 
  Age of child 

Child characteristics   

Intellectual performance 5, 10, 16 

Good conduct 5, 10, 16 

Emotional health 5, 10, 16 

Family background   

Economic   

Father’s socio-economic group 10 

Family income  10 

Number of siblings 10 

Father in work  0, 5, 10 average 

Mother’s and father’s age on    

leaving full-time education 

-- 

Psycho-social   

Mother’s emotional health 5, 10 average 

Child conceived within marriage -- 

Both parents still together 10 



• Analysis is by OLS  

• Variables (except gender) are standardised 
throughout. Thus all coefficients are 
standardised regression coefficients (β-
coefficients).  

• The squared value of each coefficient shows 
how much the right-hand variable 
contributes on its own to the variance of 
the left-hand variable (ignoring its 
covariance with the other right-hand 
variables).  16 



• There are many missing values for the 
variables that we want to use.  

• Each regression is performed on all survey 
members for whom we have a non-missing 
value of the left-hand variable.  

• When there are no data on a right-hand 
variable, we introduce a variable-specific 
dummy (Missing Indicator method).  

• The alternative Multiple Imputation method 
produces very similar main results 
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Family 

background 

Child 

characteristics 

Adult  

outcomes 

‘Final 

outcome’ 

Economic 

Psycho-social 

Intellectual 

performance 

Good conduct 

Emotional 

health 

Income 

Educational level 

Employment 

  Conduct 

Family status 

Physical health 

Emotional health 

Adult  

life-satisfaction 

A model of adult life-satisfaction 
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Using adult 
variables only 

Log income  

Educational achievement 

Employed 

Good conduct 

Has a partner 

Self-perceived health (26) 

Emotional health (26) 

(Female) 

5.5 

3.5 

8.5 

6.6 

11.6 

6.8 

20.4 

(6.8) 

Predictors of life-satisfaction at 34 
Partial correlation coefficients x100 



• Column 1 shows proximal correlations 

• All adult outcomes important 

• Emotional Health (at age 26) by far the most 
important; education the least important 

• Can do a sort of panel analysis on the 
change in life satisfaction 26-34 on the 
change in “having a partner”, self-perceived 
health and emotional health; or introduce a 
lagged dependent variable. 

• Ordering of RHS variable importance the 
same 20 
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Using childhood  
variables only 

Intellectual performance (5, 10, 16) 

Good conduct (5, 10, 16) 

Emotional health (5, 10, 16) 

Family economic 

Family psychosocial 

(Female) 

4.5 

8.5 

17.4 

5.5 

3.0 

(8.2) 

Predictors of life-satisfaction at 34 

Partial correlation coefficients x100 



• Column 2 shows distal correlations 

• Again emotional health emerges as the 
most important variable – in childhood as in 
adulthood.  

• Next comes behaviour as a child.  

• Intellectual development is the least 
important of the three dimensions 

• This ranking is probably the inverse of that 
of most policy-makers.  

• Family background continues to matter, 
even controlling for child characteristics 22 



Predictors of life-satisfaction at 34 
Using adult 

variables only 

Using childhood 

variables only 
Using both 

Log income 5.5 5.2 

Educational achievement 3.5 2.9 

Employed 8.5 8.2 

Good conduct 6.6 6.1 

Has a partner 11.6 11.3 

Self-perceived health (26) 6.8 6.5 

Emotional health (26) 20.4 18.1 

Intellectual performance (5 10 16) 4.5 -3.5 

Good conduct (5 10 16) 8.5 5.2 

Emotional health (5 10 16) 17.4 9.8 

Family Economic 5.5 2.5 

Family Psychosocial 3.0 2.4 

Female 6.8 8.2 7.2 

Observations 8,868 8,868 8,868 
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Partial correlation coefficients x100 



• Are adult outcomes entirely determined by 
early life?  

• Column 3 shows that adult life still has an 
important impact on life-satisfaction even 
after we control for family and childhood, 
with coefficients on adult characteristics 
little reduced 

• Those on child characteristics are mostly 
reduced by about a half. 

• Half the effect of childhood on adult life-
satisfaction is mediated through the effect 
of childhood on adult outcomes  
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• We can directly examine the effect of 
childhood on the adult outcomes.  

• The specification here is the same as that 
used to predict adult life-satisfaction in 
column 2 of Table 1  

25 

Direct model of adult outcomes 
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Structural equations for adult success 
 



• When we consider the economic outcomes 
(income, unemployment and educational 
achievement), the most powerful influence 
is the intellectual development of the child 
and the child’s socio-economic background. 

 

• These are standard findings in labour 
economics.  
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• The pattern changes sharply for social 
outcomes (criminality and family formation) 

• Here the key is how the person behaved as 
a child.  

• For the ‘personal’ outcomes, adult 
emotional health and self-perceived health, 
by far the most important influence from 
childhood is the child’s emotional health. 

• This echoes our earlier finding that adult 
life-satisfaction depends the most heavily 
on emotional health as a child. 
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• The effect of family variables is only small, 
once childhood variables have been taken 
into account.  

• But these childhood variables are of course 
themselves very likely affected by family 
influences.  

• Let’s look at reduced-form equations, where 
we include only the effects (direct and 
indirect) of family characteristics on adult 
outcomes 29 

The effect of the family 
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Reduced form equations for adult success:  

data on family only. 



• The family does of course now emerge as 
more important, and in particular for 
educational performance and income – the 
variables hitherto most studied by 
economists.  

• But family variables have a smaller impact 
on life-satisfaction, criminal behaviour, and 
family formation.  
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• At what stage of an individual’s 
development can we predict their adult 
outcomes?  

• The proper test of predictability is the R2s: 
these appear in the following Table 
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Does the child reveal the adult? 
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Predicting adult outcomes from  

different ages of childhood 



• As Frijters et al. have pointed out, life-
satisfaction is extremely difficult to predict 
even at age 10 and only slightly easier at 
age 16.  

• The most predictable outcome is 
educational achievement.  

• Family income is difficult to predict from 
information up to age 16, as is life-
satisfaction.  

• Almost all outcomes are much easier to 
predict at age 16 than at age 5. 
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THE CASE FOR EARLY 

INTERVENTION 
Depends on 

1)  Weight we should give to childhood wellbeing 

2)  How strongly early characteristics persist, 

        compared with later characteristics 
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EXPLAINING LIFE-

SATISFACTION AT 34 
Effect of adult variables 

The most important influence is emotional health 

measured 8 years earlier. It’s more important 

than current earnings. 

Education has virtually no direct effect 
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Effect of childhood variables on life-satisfaction 

Emotional health is by far the most important 

influence – more than child conduct, or child 

cognitive development. 

Child cognitive development does have a powerful 

effect on education and thus earnings, but 

emotional health also affects earnings, and 

earnings matter less than emotional health. 

37 



What we don’t know (yet) 

• What should we maximise: life satisfaction at age 
34, or the sum over the whole life? 

• We need to know costs as well as benefits 

• So how do we actually change any of the child 
variables? 

• This is what we are looking at in our current work 
on ALSPAC 
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