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Intergenerational Income Elasticity (IGE)

Traditional Approach

• Regress offspring’s log income on parents’ log income

• Take a static approach: snap-shot or multi-year average

log(Y s
i ) = β0 + β1 log(Y f

i ) + ϵi Snap-Shot

log(Ȳ s
it ) = β0 + β1 log(Ȳ f

it ) + ϵi Multi-year average
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IGE Measured by Averaging Over Multiple Years

(Solon 1992; 
Zimmerman 1992)

(Becker and Tomes 1986; 
Behrman and Taubman
1985; Bowles 1972; 
Sewell and Hauser 1975)

(Chetty et al. 2014; 
Mazumder 2005; 
Solon 2008)



Recent Trends in IGE

Hauser (2010)

"Estimates of magnitude of intergenerational economic
persistence have tended to rise in recent years along with
improved – or at least fancier – measurement and estimation
procedures in new bodies of data, and using new time-series
observations."
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The Linked Mobility Trajectory Framework

1. Decompose trajectory over life course into four components

(a). Initial Positions

(b). Growth Rates

(c). Growth Deceleration

(d). Growth Volatility (stochastic component)

2. Incorporate intergenerational correlations in these components
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1. Initial Position
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2. Lifetime Income Growth
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3. Income Growth Deceleration
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4. Income Volatility



Linked Trajectory Mobility Model (LTMM)

Intragenerational Trajectory

1. Growth Curve (intra corr.)

2. Residual Terms within Each
Person are I.I.D.

3. Heterogeneous Volatility
across Persons

Intergenerational Association

1. Dyadic Growth Curves (intra +
inter corr.)

2. Correlated Residual Terms
across Generations

3. Correlated Heterogeneous
Volatility across Generations
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Figure 1 Intergenerational Elasticity (IGE) by Ages of Father and Son 

Data sources: Panel Study of Income Dynamics, 1968-2017.



Several Myths About Ige Estimates

1. IGE varies by ages of fathers and sons.

YES.

2. IGE peaks at ages of fathers and sons when their
income trajectories reach the maximum.
NO.

3. IGE increases with the number of years averaged.
NO.

4. Incomplete life-course data lead to underestimated
IGE.
NO.
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Mobility Table (Transition Matrix)

Frequencies

Mobility Table (Blau and Duncan 1967; Torche 2015)

Son's earnings quintiles

Father's earnings quintiles 1 2 3 4 5 Total

1 Bottom 20% 10 4 3 2 1 20

2 Second 20% 4 8 4 2 2 20

3 Middle 20% 3 4 6 4 3 20

4 Fourth 20% 1 3 4 8 4 20

5 Top 20% 1 1 3 5 10 20

20 20 20 20 20 100

Frequencies
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Mobility Table

Mobility probabilities

Mobility Table (Blau and Duncan 1967; Torche 2015)

Son's earnings quintiles

Father's earnings quintiles 1 2 3 4 5 Total

1 Bottom 20% 0.5 0.2 0.15 0.1 0.05 1.0

2 Second 20% 0.2 0.4 0.2 0.1 0.1 1.0

3 Middle 20% 0.15 0.2 0.3 0.2 0.15 1.0

4 Fourth 20% 0.05 0.15 0.2 0.4 0.2 1.0

5 Top 20% 0.05 0.05 0.15 0.25 0.5 1.0

0.2 0.2 0.2 0.2 0.2 1.0

Mobility probabilities
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Mobility Table

Mobility probabilities

Mobility Table

Son's earnings quintiles

Father's earnings quintiles 1 2 3 4 5 Total

1 Bottom 20% 0.5 0.2 0.15 0.1 0.05 1.0

2 Second 20% 0.2 0.4 0.2 0.1 0.1 1.0

3 Middle 20% 0.15 0.2 0.3 0.2 0.15 1.0

4 Fourth 20% 0.05 0.15 0.2 0.4 0.2 1.0

5 Top 20% 0.05 0.05 0.15 0.25 0.5 1.0

0.2 0.2 0.2 0.2 0.2 1.0

Mobility probabilities

A child’s chances of “success”: the probability 
that a child reaches the top quintile of the 
income distribution (Chetty et al. 2014).
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Population Heterogeneity of Life-Course IncomePOPULATION HETEROGENEITY OF LIFE-COURSE INCOME

Time

Latent group 1 (9%)

Latent group 2 (55%)

Latent group 3 (20%)

Latent group 4 (16%)

B

Income

A Group-Based View of Trajectories 
(Nagin and Tremblay 2005; Maughan 2005)
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Summary of the Trajectory Groups

• Group 1 (5-7%), the lower class with no or downward mobility

• Group 2 (14-20%), the lower-middle class, with downward
mobility

• Group 3 (28-35%), the stable middle class

• Group 4 (34-39%), the upper-middle class, with some upward
mobility

• Group 5 (5-15%), the upper-income class, with substantial
upward mobility
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Intergenerational Mobility Matrix

P1

P2

P3

P4

P5

C1 C2 C3 C4 C5

[25, 49]
[15, 25)
[5, 15)
[0, 5)

Transition Probability

Income Quintile Approach

P1

P2

P3

P4

P5

C1 C2 C3 C4 C5

[25, 58]
[15, 25)
[5, 15)
[0, 5)

Transition Probability

Income Trajectory Group Approach
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Conclusion

1. Americans have experienced fundamental changes in their
working lives.

2. Changes in economic status over the life cycle persist into the
next generation.

3. Future research may consider a “linked lives"perspective across
generations and among family members.

Xi Song University of Pennsylvania

Intra- & Intergenerational Mobility 15/15


