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Abstract

We estimate the causal impact of alcohol consumption on earnings using genotype as the
instrumental variable (IV). Some East Asians are genetically inefficient at, or even incapable
of, digesting alcohol because of the heterogeneity of aldehyde dehydrogenase (ALDH) that
dissolves toxic acetaldehyde resulting from alcohol intake. We conduct original surveys cov-
ering about 2,000 prime-age males, and the survey collects information on a test result that
identifies genotype, amount of alcohol consumption, earnings, and other demographic vari-
ables. We found that the genotype is a strong predictor of alcohol consumption, but is not
relevant to earnings. In other words, we found no causal relationship between alcohol con-
sumption and wages. While we replicate the finding of previous studies that moderate drinking
increases earnings using the ordinary least squares (OLS) estimation, we fail to find a causal
relationship in the I'V estimation.
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