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Introduction

>

the importance of family background for social and economic
status is subject to considerable public and social-scientific
interest

that interest is in part driven by ethical interest: great importance
of family background in the distribution of social and economic
positions may signal lack of openness and much inequality of
opportunity

the relationship between family background’s importance,
inequality of opportunity, cross-sectional inequality and social
justice raises complicated questions, which I will not address here
I am also not here concerned with either theoretical issues or
causal questions

instead, I will attempt to highlight some problems with the recent
interest in what is called absolute intergenerational income
mobility

the background is a report prepared by Jesper Roine and myself
for the Swedish Economic Policy Council this spring



The “W” issues for mobility analysis

Any study of income mobility faces three “W” issues: mobil-
ity of What, among Whom, and When? Studies of trends over
time or across countries add another issue, that of compara-
bility.(Jantti and Jenkins, 2015, p. 856)

> the 3 “W” questions:

> “What”: which income concept should be used to measure
economic living standards?

> “Whom”: who are “children” and who are “parents”? What
circumstances should be taken into account? E.g. personal
incomes only or family/household incomes?

> “When”: what is the appropriate interval within which incomes
should be measured? At what age should we measure parental
income and offspring income? E.g. parental income when
offspring are g

> we argue that the ideal answers to these questions depend on the
question being asked and answered.



The question

» are children economically better off that their parents?
> attempt to measure living standard as it is measured in income
distribution research, what in Sweden is known as “economic
standard”
> focus on income
> will emphasize disposable household income, adjusted for
household needs

> other questions may require a different focus



Literature in economics

» relative mobility: Solon (2002); Jantti and Jenkins (2015);
Bjorklund and Jéntti (2020)

> absolute mobility: Chetty et al. (2017); Manduca et al. (2020)

There is a huge, deep, and very insightful literature in sociology, both
within and across countries, on intergenerational mobility. The
interested reader can start by consulting Erikson and Goldthorpe
(1992).



Data

incomes for the years 1968-2018 (and limited data for 1960-66;
not used here)

focus on incomes during a few years (baseline: 5 years) around
age 40

> oldest parents born in 1930, youngest offspring born in 1976

> we have information on marital status, children (for both parents

and offspring), place of birth (including outside of Sweden),
educational attainment and so on

> look at “biological” kinship

> data based on population registers (and are population data, not a

sample)



Disposable income: a double sum

HH members

Income component A B ... Aggregate
Earnings v .

+ Capital income

= Factor income v

+ Transfers

— Direct taxes

= Disposable income v - . v

Note that “A+B” for now entails summing across columns and taking
into account the equivalent number of family members.



Do different choices matter?

» focus on four income concepts: earnings, factor income, personal
disposable income and disposable household income (adjusted
for family size)

> average across T = 5 years around age 40 for both parents and
offspring

> limit parent-offspring age difference (i.e., parent’s age when
offspring was born) to 20-30 years

> results appear to be robust wrt averaging and parent-offsrping
age difference



Offspring cohorts and parental birth years
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Inequality in cross-section
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Growth-incidence across full period
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Cross-sectional and longitudinal income
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Inequality in cross-sectional and longitudinal income

Labour income Factor income Disposable personal income Disposable household income
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Results (lots of...)

> relative mobility (elasticity, rank correlation)
> absolute mobility (conditioning on various characteristics)

> growth incidence (anonyous, non-anonnymous)



Relative intergenerational mobility — elasticity father-son
earnings
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Relative intergenerational mobility — elasticity parent-child
disposable household income
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Relative intergenerational mobility — elasticity

Mother

Father

Both

isejo) elog

.SL6l-vL6L
-€L61-2L6l
- HB1-0L61
69618961
-L961-9961
y -9961-4961
- 9612961
- 1961-0961
. 65618561
. LS61-9561
. GS6H-vS61
.£961-C561
1961-056}

_SL61-1L61
_EL61-2L61
_ 1261061
_6961-8961
_ 19619961
59615961 2
_£961-296 1
_ 19610961
_6561-8561 ©
_ 15619561
_SS61-v81
_ 8961261

4 15610361

o
<
Q

.SL6}-vL6L
-EL61-2L6l
. 1L61-0L61
-6961-8961
.1961-9961
59617961
-€961-2961
. 1961-0961
69618561
. 1S61-9561
- GS61-vS61
.£96}-2561
. 15610561

0.0~

Disposable personal income —~ Disposable household income

-4 - Factor income

~+— Labour income



.SL6l-vL6l
-€L61-2L6l
- HB1-0L61
69618961
% 1964996}
-G998
- 9612961
- 1961-0961
. 65618561
. LS61-9561
.GS6H-vS61
.£961-C561
1961-056}

Mother

_SL61-L61
_EL61-2L61
_ 1261061
_6961-8961
_ 19619961
~5961-5961 2
_£961-296 1
_ 19610961
_6561-8561 ©
_ 15619561
_SS61-v81
8961261
<4 1561061

Father

o
<
Q

.SL6}-vL6)
-EL61-CL6L
. 1L61-0L61
-6961-8961
.1961-9961
59617961
-€961-2961
. 1961-0961
69618561
. 1S61-9561
-G561-vS61
.£96}-C561
. 15610561

Both

+ s
1

o
c c
UOIJB[21100 YuBY

Relative intergenerational mobility — rank correlations

Disposable personal income —~ Disposable household income

-4 - Factor income

~+— Labour income



Fraction of children with income higher than parents —
earnings

Labour income
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Fraction of children with income higher than parents —
disposable household income
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Fraction of children with income higher than parents
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f absolute mobility

1mens1ions o

D

Disposable household income

Labour income

Both Father

k_

1 L .S61-p6)
i | &6Last
A ;_ _ 161026}
i | 6918961
y | 1961996
A L 59617961
| L .8961:2%!
VL w0
63618561
1561-9561
58617561
_£361-2561

. 19610561

Ahaat

_SL61-261
_EL61TL6I
_ 1261061
_6961-8961
_ 19619961
_S961-7961
_£961-2961
_ 19610961
y _6561-8561
_L561-9561
_5561-v561
_8561-261
J - 1561-056}

-

)
T
o
<
<]
3]
£
=
o

e

\
[ ]
\
1

]

I
¥

50 -
25-

(wuao1ad) areys

Lower R, lower Y

Lower R, higher Y i~

-4 Higher Y

—+— Higher R

e
<

Q

5



f absolute mobility — by gender
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Absolute mobility by offspring born in Sweden/not in

Sweden
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Absolute mobility by offspring born in Sweden/not in

Sweden
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Absolute mobility by birth region — earnings
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Counterfactual mobility — no growth or constant inequality
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Welfare-economic reflections

> what exactly it is we learn from “absolute” comparisons is the
subject of a long literature in economics
> some quick reflections:
> the proper unit of well-being is usually thought to be the
individual. . .
> . ..but the formal welfare economics treatment often slips into
looking at the (male) dynastic line (esp. father-son) as its unit
> a more intelligible approach is to treat the individual as the
relevant well-bing unit but possibly evaluate their well-being with
reference to parental living standards
> the “distance” to be travelled from fix-price earnings/factor
incomes to living standards is very long (and disposable
household income is but one stop along that journey)



Change Incidence Curves — anonymous and parent-child
income change (in SEK)
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Growth Incidence Curves — anonymous and parent-child
income growth (in %)
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Concluding comments

> to what extent are children economically better off than their
parents and how has this changed across time?

> the answer depends very much on what is meant by “parents”,
“children”, “economically” as well as “better off”

> as a descriptive excercize in social statistics, the question can be
answered

» for a deeper, welfare-economically grounded answer, more needs
to be known
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