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                    Abstract
Using nationally representative data from the NLSY97 and a simultaneous equations model, this paper analyzes the financial motivations for and the effects of employment on U.S. college students’ academic performance. The data confirm the predictions of the theoretical model that lower parental transfers and greater costs of attending college increase the number of hours students work while in school, although students are not very responsive to these financial motivations. They also provide some evidence that greater hours of work lead to lower grade point averages (GPAs).
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                    Notes
	Kalenkoski (2005) shows that a substantial portion of parents transfer less than their EPC towards their child’s postsecondary education, suggesting that students must either choose a lower cost schooling alternative or fund the higher-priced schooling some other way, perhaps through student employment.


	Students may work to support living expenses when setting up a new household in a dorm or apartment. This study will not consider these effects, nor the costs of room and board, due to lack of data.


	Including leisure directly in the model would add another endogenous variable and hence another simultaneous equation to our empirical analysis. However, we are unable to estimate a system of four simultaneous equations where some of the variables are censored, and we do not have data on leisure time.


	Using time-use data on students from one college, Stinebrickner and Stinebrickner (2004) found a large positive relationship between study-time and first-year GPA.


	There are other possible models where parental altruism is not assumed that could describe transfer behavior within families, such as an exchange model (Cox 1987).


	In reality, some students do take out student loans and incur credit card debt to finance their postsecondary education. However, as discussed in the introduction, students may not be able to borrow enough to completely cover the cost because they face federally guaranteed student loan maximums and high credit card interest rates. Thus, amounts not covered by parental transfers would need to be paid by the student through his or her own earnings. However, if one were to add loans as a choice variable in the model described here, it would not change the signs of the predictions that we test in the empirical analysis. (Derivations are available from the authors upon request.) Hence, we abstract from this complexity here. One should note, however, that incorporating loans into the theoretical model would require adding a loan equation to our simultaneous model and would generate the expected additional prediction that students work less when loans increase. However, we are limited in the number and types of regressions we can estimate simultaneously using aML.


	There are several ways the model could be extended to account for multiple children. A crude way would be to redefine M
                              p as the portion of the parent’s income that is available for this particular child, and let it be a function of the number of siblings, e.g., M
                              p = M
                              p(N), dM
                              p/dN < 0.


	For the most part, using these specific functional forms does not change the predictions of the model that we use to motivate our empirical analysis. However, in a model with general functional forms and the assumptions of positive and diminishing marginal utility and marginal product, one is unable to determine the sign of the effect of the student’s hours of work on parental transfers. One is also unable to determine the sign of the effect of the student’s wage on his/her hours of work. However, this is also true in the model with specific functional forms, unless we make the assumption that the cost of full-time schooling is greater than the parental transfer amount.


	This depends on the assumption that the net price of schooling is greater than the parental transfer.


	If it is instead assumed that the student’s ability positively affects the marginal product of schooling-related time, i.e., μ enters the achievement function multiplicatively rather than additively, it would give the same key results with one exception. It would allow us to positively sign \(\partial L/ \partial P_{\rm s}\) as in the model that treats price as exogenous.


	Similar to previous studies, this analysis assumes that the decisions whether and where to enroll in college have already been made. While one might wish to estimate an enrollment probit or ordered probit along with the other three equations estimated here, we are limited in the number of equations we are able to jointly estimate. Thus, our results may apply only to enrolled students.


	IPEDS data are matched to the NLSY97 data using a college identification number (UNITID code) available in the geocode version of the NLSY97.


	ASVAB scores are a composite measure of math and verbal aptitude percentile scores constructed by NLSY97 staff from the computer adaptive form of the Armed Services Vocation Aptitude Battery. This composite measure is similar to the Armed Forces Qualification Test (AFQT) score.


	The Consumer Price Index for All Urban Consumers (CPI-U) was used to convert all monetary values into 1997 dollars.


	This is higher than the average transfer of $2,944 (converted by the authors to 1997 dollars) in Oettinger’s (2005) single public university sample; however, our sample includes not only public universities and colleges but also private ones that are generally more expensive.


	These states include California, Colorado, Florida, Idaho, Indiana, Iowa, Kansas, Kentucky, Michigan, Minnesota, Nevada, New Mexico, Ohio, Pennsylvania, Rhode Island, Utah, and Washington. California discontinued their program in August 2003 and Rhode Island and Iowa in July 2001. Iowa’s program was restarted in June 2005.


	High school grades are self-reported and measured on a 8.0 scale with 1.0 being mostly below D’s and 8.0 being mostly A’s.


	Full coefficient estimates are available from the authors upon request.


	The logical consistency condition for this model, 1 − γ
                              1
                              γ
                              2 > 0, is satisfied.


	The number of siblings in the household is also used to help identify parental transfers in the hours of work equation, although it is not statistically significant.


	As a robustness check, we estimated a specification with the net price of schooling included in the GPA equation. This was done because the net price of schooling may reflect the quality of the institution attended, and this quality may affect student GPAs. However, the net price of schooling was statistically insignificant in the GPA equation, and the other key results remained unchanged.


	We also estimated a version of this simultaneous model where household siblings and the state work study program indicator are included in all equations rather than excluded from their respective transfer and work equations. This was done because one might challenge the former variable as previously discussed, while the latter variable has not been used by other researchers. In the model using 2-year college students, the effect of hours on GPA was insignificant, and work study had a positive significant effect on GPA.


	Curiously, the estimated effect of the state minimum wage on parental transfers is positive and statistically significant, rather than negative, as expected. It is possible, however, that even though we intended for this variable to proxy for the student wage, it is capturing something else, perhaps economic conditions or general state support for youth.


	The marginal effect for the net price of schooling accounts for both the linear and the squared term.


	Students were asked to provide information on loans from relatives and friends as well as government-subsidized and other types of loans. We include all types of loans.


	There were two few students (279) who attended school part-time to provide separate estimates.
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