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Abstract

This report reviews evidence on intergenerational mobility and the transmission of socio-
economic advantages from parents to children. The review examines conceptual ques-
tions on how to measure intergenerational mobility, empirical evidence on both descrip-
tive and causal questions, and the data requirements that mobility research faces. The
extent of income mobility varies substantially between countries, and appears negatively
correlated with income inequality both across and within countries. For this reason, there
is particular interest on mobility trends over time in those countries where income ine-
quality has recently been increasing. However, the evidence for mobility trends in more
recent cohorts is as yet less conclusive. Descriptive associations can only be suggestive
of causal links, and the report also reviews evidence from more targeted research de-
signs on the importance of (i) neighbourhoods and schools, (ii) early childhood and
childcare, (iii) educational systems and track choice, (iv) private and public education,
and (v) informational frictions and beliefs. The evidence demonstrates that educational
policies can affect intergenerational mobility. An important trend in these and other liter-
atures is the increasing use of administrative data sources, such as social security or tax
data. The review discusses important hurdles in their adoption for mobility research, and
points to data initiatives that could improve our understanding of intergenerational pro-
cesses in the future.



Executive Summary

This report reviews evidence on intergenerational mobility and the transmission of socio-
economic advantages from parents to children. The report examines conceptual ques-
tions on how to measure intergenerational mobility, empirical evidence on both descrip-
tive and causal questions, and the data requirements that this literature faces.

The aim is not to provide an exhaustive account, but to present an up-to-date overview
of policy-relevant strands of research, with a focus on educational systems. Educational
attainment appears central in the intergenerational transmission process, and is closely
related to socio-economic outcomes such as income or occupational success. It is also
more closely linked, and potentially more amenable to policy than other transmission
channels. Educational systems are therefore seen as one of the primary tools to affect
mobility, and educational reforms are sometimes explicitly motivated from this perspec-
tive.

The first part of the report discusses how mobility can be measured. The estimation of
intergenerational associations is data intensive, requiring reliable information on socio-
economic status across two generations. The most common proxy variables are income,
educational attainment, and “social class”, each of which have distinct advantages and
limitations with respect to their estimation and interpretation. Parent-child associations
are not the only measure for the importance of family background, and recent research
on multigenerational suggests that they may understate the transmission of advantages.

Moreover, only a small share of parent-child correlations in socio-economic status is due
to the causal effect of status itself. Instead, cognitive and non-cognitive skills appear to
be important mediators, and children tend to resemble their parents also in terms of
preferences, attitudes and beliefs. Genetic transmission is important, but the literature
provides also ample evidence that the childhood environment matters, and that policies
and economic shocks can have substantial intergenerational spill-over effects.

The second part of the report reviews evidence on how mobility varies between coun-
tries, over time, or along other dimensions. Income mobility appears higher in most EU
member states than in the US, comparatively low in the UK and in Italy, and particularly
high in the Nordic countries. Income mobility varies also substantially across areas with-
in countries. The cross-country pattern in education appears similar as in income, and
indicates low educational mobility in the Eastern EU member states. In contrast, the
cross-country ranking in occupation-based “social class” measures deviates substantially
from the pattern observed in measures of educational or income mobility.

While mobility increased in many countries during the first half of the 20" century, more
recent time trends appear less conclusive. Studies on mobility trends are particularly
data intensive, and may not be reliable enough to capture more gradual changes over
time. Because income inequality and income mobility tend to be negatively correlated,
both across countries and across areas within countries, there is particular interest on
mobility trends in those countries where income inequality has been increasing.

However, descriptive associations can only be suggestive of causal links. The third part
of the report reviews evidence from more targeted causal research designs, focusing on
strands of the literature that relate to the functioning of educational systems:

First, on neighbourhoods and schools. Is the observed transmission of inequalities due to
direct parental influences, or factors that are only indirectly related to parents, such as
neighbourhoods and schools? Recent studies based on policy experiments and other re-
search designs show that neighbourhoods do affect the intergenerational transmission of
advantages, and suggest that the quality of schools plays an important role in that rela-
tion.

Second, on early childhood and childcare. Skill and achievement gaps between socio-
economic groups open already at early age, motivating research on the early family en-



vironment. Evidence from European countries suggests that the expansion of universal
childcare tends to have important benefits for children from disadvantaged backgrounds.
However, those children who tend to benefit most from formal childcare may in fact be
less likely to attend.

Third, on early track choice. In many countries, children are separated into different
school tracks according to their observed ability. There is substantial evidence that early
track-choice - the separation of children by ability at an early age - tends to reduce so-
cio-economic mobility. This conclusion is based on targeted research designs that exploit
differences in the timing of school reforms across regions within a given country, but is
also consistent with cross-country comparisons from international achievement tests.

Fourth, on private and public education. By benefitting children irrespective of family
background, the provision of public education may enhance intergenerational mobility.
Public expenditures dedicated to non-tertiary or tertiary education as a share of GDP
appear positively correlated with income mobility. Moreover, recent work argues that
even in developed countries, credit constraints affect educational investments of certain
groups in the population, harming intergenerational mobility.

Fifth, on informational frictions and beliefs. Disadvantaged families might underinvest in
the human capital of their children because they lack information, or have different be-
liefs, on the functioning of educational systems. Recent work suggests that beliefs about
the returns to educational investments vary with socio-economic background, and that
those beliefs are predictive of actual investment decisions. Moreover, student choices
appear responsive to informational interventions.

Finally, the report describes how important data availability and quality are in mobility
research. An important trend is the increasing use of administrative sources, such as
social security or tax data. The large scale of those data enable more targeted research
designs, and to describe the intergenerational transmission process in more details.
However, this shift towards administrative sources faces many technical and legal hur-
dles. The report identifies the most important obstacles for mobility research, and points
to data initiatives that could improve our understanding of intergenerational processes in
the future.



1. Measuring Intergenerational Mobility and its Drivers

This report reviews recent research on intergenerational mobility and the transmission of
socio-economic status from parents to their children. It aims to provide an overview on
the extent to which advantages are being transmitted from one generation to the next,
the pathways via which this transmission occurs, and how environmental factors and
educational policies may affect those processes.

Questions on mobility are closely linked to questions on inequality more generally. A lack
of intergenerational mobility is more consequential if inequality is high. Conversely, how
inequalities are perceived depends on the degree to which they are transmitted from
parents to their children. For example, while market-based economies may generate
high levels of income inequality, it has been argued that they also tend to generate high
intergenerational mobility - inequalities may be more acceptable if “everyone has a
shot” at success.

However, income inequality has been rising in many countries over the recent decades,
and research in the 1990s and 2000s demonstrated that those inequalities are in fact
much more persistent across generations than previously believed. These developments
have reinvigorated interest in mobility research, not only within the sociological literature
in which the topic has long been perceived as fundamental, but also in economics, in
which distributional concerns are receiving increasing attention.

The report covers conceptual questions on how to measure mobility, summarises empiri-
cal evidence on both descriptive and causal questions, and describes the particular data
requirements that this literature faces. The aim of this report is not to provide an ex-
haustive account of the vast literature, but to provide an up-to-date overview of various
interesting and policy-relevant strands of current research.

The review covers work from multiple disciplines, but the emphasis is on empirical work
in economics. Moreover, the report focuses on relative mobility (also called “social fluidi-
ty”), and, in particular, on how well children from disadvantaged backgrounds do relative
to children from a more advantaged background. Absolute mobility compares instead the
socio-economic status of children to the status of their parent, and is closely related to
economic growth. (%)

Special emphasis is on the role of educational systems, which appear particularly central
for the transmission process. While educational attainment has few immediate implica-
tions for consumption and welfare, it is an important mediator for other socio-economic
outcomes. It is also more closely linked, and potentially more amenable to policy than
other transmission channels. Educational systems are therefore seen as one of the pri-
mary tools for policy to affect mobility, and educational reforms are sometimes explicitly
motivated from this perspective.

In the public and political debate, educational systems and meritocratic processes are
often seen as a potential vehicle for achieving “equality of opportunity”. However, from a
conceptual perspective, they can either amplify or reduce mobility (Bowles 1972). A par-
ticularly bleak picture on the role of educational systems has been painted by the sociol-
ogist Michael Young, who coined the term meritocracy in his 1958 novel “The Rise of the
Meritocracy”. In contrast to its modern-day usage, Young had a negative connotation in
mind. The meritocratic world of his novel is one of low mobility, as a highly selective ed-
ucational system promotes only those who are judged to already have merit. But ex-
tremely “egalitarian” systems may not create much intergenerational mobility either.
Checchi et al. (1999) argue that a highly centralised system, which provides the same

(}) For example, a daughter born to parents in the bottom quartile of the income distribution may
reach substantially higher income than her parents (contributing to absolute mobility), but may
still be in the bottom quartile of the income distribution relative to others from her own generation
(not contributing to relative mobility).



quality of education to every child, may not create enough incentives for children from
disadvantaged background to “prove” their talent.

Section 2 describes how intergenerational mobility can be measured. It is typically much
easier to measure social and economic phenomena than to identify their causes, but
even the measurement of intergenerational processes tends to be difficult. The literature
spans different disciplines, and measures the socio-economic status of parents and their
children in many different ways. The most common proxy variables are income, educa-
tional attainment, and occupations or “social class”, each of which have distinct ad-
vantages and limitations with respect to estimation and interpretation. Moreover, parent-
child associations are not the only measure for the importance of family background.
Research on sibling and multigenerational correlations suggest that they may in fact un-
derstate the transmission of advantages from one generation to the next. Some recent
studies tracking families over three or more generations suggest that socio-economic
inequalities are substantially more persistent than parent-child measures would suggest.

Quite many transmission channels contribute to the parent-child association in socio-
economic status, and only a small share appears to be due to the causal effect of status
itself — increasing the income or education of parents has, in itself, only a limited effect
on the income or education of their children. Instead, the transmission of cognitive and
non-cognitive skills appears to explain a substantial share. Moreover, the systematic gap
in skills with respect to parental background opens already early in life, motivating re-
search on genetic transmission and the early family environment. Children resemble
their parents not only in skills, but also in terms of their preferences, attitudes and be-
liefs, such as risk and trust attitudes. Research considering different type of biological
and adopted children suggests that genetic pathways are very important, but post-birth
environmental factors matter as well. Policies and economic shocks that affect parents
can have substantial spill-over effects on their children.

Section 3 provides an overview of the descriptive evidence on intergenerational mobility,
considering four main strands of the literature on (i) cross-country differences in mobili-
ty, (ii) mobility differentials across areas at the sub-national level, (iii) mobility trends
over time, and (iv) the relationship between cross-sectional inequality and intergenera-
tional mobility.

Studies considering income or education provide a comparatively similar picture on
cross-country differences in mobility. Income mobility appears higher in most EU mem-
ber states than in the US, which is characterised by particularly high levels of income
inequality and low intergenerational mobility. However, there is substantial variation
across EU member states. Among the countries for which evidence is available, income
mobility appears particularly low in the UK and in Italy, and particularly high in the Nor-
dic countries. In addition, the Eastern member states appear to have comparatively low
levels of educational mobility. The pattern in terms of income and education differs how-
ever quite substantially from the cross-country pattern in occupation-based “class” mo-
bility.

More recently, researchers have begun to study variation in intergenerational associa-
tions across areas within countries. This research tends to be based on administrative
data sources, as their large scale allows the measurement of those associations in finely
defined areas or groups. This “area approach” yields many more observations than a
cross-country comparison with at most a few dozen countries, and keeps some of the
institutional factors that vary between countries fixed. As such it can be more suggestive
of causal links. Indeed, this literature documents not only that intergenerational associa-
tions vary substantially across regions in both the US and European countries, but also
that some of that variation is causal.

While mobility increased in many countries during the first half of the 20" century, evi-
dence on more recent cohorts is less conclusive. Income mobility appears to have de-
creased in the UK and stalled in many other countries. Inequality and intergenerational
mobility tend to be negatively correlated - countries with high income inequality tend to



have low income mobility. This makes the US a particularly interesting case: given the
recent rise in income inequality in the US, has mobility been declining? The evidence is
not conclusive yet, with some authors finding a stable trend and others arguing that mo-
bility has indeed been declining. Studies on mobility trends are particularly demanding,
as they require comparable data in both the intergenerational and time or cohort dimen-
sion. In many countries, the available evidence may not be reliable enough to capture
more gradual changes of mobility over time.

Section 4 provides causal evidence on how certain aspects of the educational system
affect intergenerational mobility. While descriptive work can be suggestive of causal
links, we require more targeted research designs to detect causal relationships with suf-
ficient certainty. Researchers exploit sudden policy changes or other sources of variation
that affect some groups but not others. We review evidence from several active strands
of the literature, specifically, on the importance of (i) neighbourhoods and schools, (ii)
early childhood and childcare, (iii) educational systems and track choice, (iv) private and
public education, and (v) informational frictions and beliefs.

To separate the direct effect of parents on their children from the influence of neigh-
bourhoods and schools is difficult, because the sorting of families across neighbourhoods
and schools is not random. However, studies based on different type of policy experi-
ments, and families moving from one area to another, shows that neighbourhoods do
indeed affect the intergenerational transmission of advantages - certain areas provide
better chances for upward mobility of children from disadvantaged background than oth-
ers. We review the role of neighbourhoods and schools in Section 4.1.

The observations that skill gaps between socio-economic groups open already at early
age, and that those gaps may be particularly consequential for achievements later in life,
motivates research on the early family environment. Evidence from European countries
suggest that expansions of universal childcare policies tend to have important benefits
for children from disadvantaged background. However, those children who tend to bene-
fit most from formal childcare may in fact be less likely to attend. The mere provision of
formal childcare may thus not guarantee that it reaches those who would benefit most.
We review the related literature on early childhood and childcare in Section 4.2.

The structure of educational systems also matters. In many countries, children are sepa-
rated according to abilities into different school tracks or types, which may constrain
their future educational choices. There is substantial evidence that early track-choice -
the separation of children by ability at an early age - tends to reduce socio-economic
mobility. The most direct evidence stems from targeted research designs that exploit
differences in the timing of school reforms across regions within a given country. In ad-
dition, the negative association between early track choice and intergenerational mobility
has been observed in cross-country comparisons from international achievement tests.
We briefly review the empirical evidence on this question in Section 4.3.

By benefitting children irrespective of family background, the provision of public educa-
tion may have a positive effect on intergenerational mobility. Indeed, public expendi-
tures dedicated to non-tertiary or tertiary education as a share of GDP appear positively
correlated with income mobility. One potential reason why the public provision of school-
ing may increase intergenerational mobility is the fact that some low-income families
might not be able to finance educational investments, even if their children would benefit
greatly. A recent body of work argues that credit constraints do matter in developed
countries, at least for some specific groups of the population. We review the argument
and related empirical evidence in Section 4.4.

Disadvantaged families might underinvest in the human capital also because of informa-
tional frictions and barriers, or differences in beliefs. Recent research has documented
that beliefs about the returns to educational investments vary with socio-economic back-
ground, and that those beliefs are predictive of actual investment decisions. Moreover,
student choices do indeed respond to informational interventions. Section 4.5 reviews
some of the recent evidence.
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Section 5 describes how important data availability and quality are for mobility research,
and how access to better data has dramatically changed our understanding of intergen-
erational processes. An important trend in the social sciences in general, and mobility
research in particular, is the increasing use of administrative sources (such as social se-
curity and tax data). The large scale of those data enables researchers to exploit policy
variation across regions, leading to many of the causal insights described in this report.
It also allows researchers to measure the intergenerational transmission of socio-
economic status in much more details. However, the shift towards administrative sources
faces many technical and legal hurdles. The report identifies some of the most important
obstacles.

Section 6 concludes and identifies some themes for future policy and research. It also
describes what data would be most useful to make further progress on descriptive and
causal questions, and points to a number of initiatives that could greatly improve the
data availability for mobility research.

2. Measuring Intergenerational Mobility

Before reviewing descriptive evidence on the intergenerational transmission of socio-
economic status (see Section 3), we review how it can be measured. It is typically much
easier to describe social and economic phenomena than to identify their causes, but in-
tergenerational mobility is an unusual subject in that even its measurement is difficult.
The evidence is hard to review also for other reasons.

First, it is not obvious what we ought to measure, inequality in socio-economic status, or
inequality in opportunities? The former relates to the outcome that we want to explain
(some people are better-off), the latter to circumstances that explain this outcome (why
are some people better-off). The literature on intergenerational mobility takes the first
route, measuring associations that do not distinguish between the causes of mobility.
Studies on “inequality of opportunity” distinguish instead between circumstances that are
outside of personal control and factors for which the individual is potentially responsible
(e.g. Ferreira and Gignoux, 2011). In practice, the two literatures are closely related.
While intergenerational measures lack a normative motivation, they are nevertheless the
foundation for much causal and policy-relevant work (see Section 4). (?) We therefore
focus on intergenerational associations in this review.

Second, how should socio-economic status be measured? Work on socio-economic mo-
bility spans across sociology, demography, economics and behavioural genetics. Each of
these disciplines has its distinctive perspective, conventions and preferred methodology.
For example, while economists have been primarily interested in income, occupational
outcomes have played a central role in the sociological literature. With many outcomes,
and many ways to measure each of them, a variety of approaches co-exist. This diversi-
ty enriches the debate but complicates comparisons across disciplines.

Third, the literature distinguishes between absolute and relative mobility. The former
measures how well children do compared to their parents, which is closely related to
economic growth. In many developed countries, absolute mobility has been declining
because economic growth has been slower in recent than in previous decades. In con-
trast, measures of relative mobility abstract from economic growth by comparing indi-
viduals from the same generation — measuring how children from disadvantaged back-
grounds do relative to children from a more advantaged background. The literature, and
this review, focuses on relative mobility (often called “social fluidity” in the sociological

(®) That is, even if we should focus more on which circumstances hinder mobility and less on the
extent of mobility per se (Hout 2015), the measurement of mobility is often a necessary first step.
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literature). (%)

Fourth, apart from these conceptual questions, the measurement itself is challenging.
Only few data sets contain socio-economic information on both parents and children, and
the identifying information to link the two generations. Even then, the data may not be
representative or give only a snapshot of socio-economic status at a particular age. (%)
Retrospective surveys may be more representative and contain more detailed infor-
mation, but tend to be too small to study institutional or policy variation at the sub-
national level. We return to data requirements and limitations in Section 5.

In the next subsections, we review how socio-economic mobility is being measured in
terms of income, educational attainment, occupations, and social class. We focus first on
the traditional parent-child associations, but describe alternative measures of the im-
portance of family background in Section 2.4. To put these measures into context, we
briefly discuss which channels and characteristics contribute to the association between
parent and child socio-economic status in Section 2.5. Due to space limitations, we do
not review intergenerational associations in wealth (see for example Black et al 2015,
Boserup et al. 2016, and Cesarini et al. 2016), consumption, or health. Surveys provid-
ing further details on the conceptual and technical aspects of mobility measurement in-
clude Solon (1999), Black and Devereux (2011), Jantti and Jenkins (2014) and Heckman
and Mosso (2014).

2.1 Income Mobility

In the economic literature, mobility is typically characterised in terms of income (or
earnings). Income is a useful measure for several reasons. It is an important component
of socio-economic status and standard of living. In contrast to other measures it has an
inherent scale, simplifying comparisons across countries or time. Income may also relate
to the underlying mechanisms of intergenerational transmission. For example, the early
theoretical literature in economics focused on the role of parental monetary investments
in the human capital of their child (Becker and Tomes 1979, 1986).

But income is hard to measure. Ideally, we would measure the lifetime income for both
parents and children, but most data sets offer only short snapshots of income over short
age intervals. This introduces statistical noise into the estimation, which tends to reduce
intergenerational correlations (e.g. Atkinson 1980; Solon 1999). Moreover, income dif-
ferences between individuals tend to be larger in mid or late career than at earlier stag-
es. Mobility measures that do not abstract from the magnitude of income differences are
therefore sensitive to the exact age at which incomes are measured (Jenkins 1987, Ny-
bom and Stuhler, 2017), and methodological improvements in addressing this problem
have led to large revisions in estimates (Jantti and Jenkins 2014). Today, researchers
typically aim to measure income around midlife, when this problem is reduced (Haider
and Solon 2006). But few data sets report incomes in midlife for both parent and child
generations, and cross-country comparisons are likely still tainted by differences in the
quality of the respective estimates.

Assuming that observations of parent and child income are available, we can study their
relationship parametrically or non-parametrically. Non-parametric methods aim to pro-
vide a more detailed picture. For example, transition matrices report the transition prob-
abilities between different income groups, such as the probability that a child from par-
ents in bottom quintile can reach the top quintile (“upward mobility”). But for compari-

(®) See Ludwinek et al. (2017) for a survey of absolute mobility in EU member states, and discus-
sion of relative mobility in terms of “social fluidity”.

(*) This is problematic because individuals experience also much intra-generational mobility over
their life-cycle (Jantti and Jenkins, 2014) and this life-cycle pattern may depend on parental back-
ground.
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sons between groups, it is often more practical to use parametric assumptions that re-
duce the relation between parent and child income to a single summary measure.

The traditional summary measure has been the intergenerational elasticity of income
(IGE), defined as the slope coefficient in the regression

Yichila = @ + ﬁyi,parent +€;

where y; chiq is the logarithm of child income and Yiparent 1S log parental income (e.g.
Solon 1999). This coefficient § captures to what degree income differences between par-
ents are associated with income differences among their children. For example, a value
of p equal to 0.5 means that a child from parents who have 10 percent higher income
than the mean in their generation have on average 5 percent higher income than the
mean in their own generation. We review cross-country evidence based on the IGE in
Section 3.

Other popular summary measures are the intergenerational correlation (IGC) and rank
correlation coefficient (IRC). The IGC is simply the Pearson correlation coefficient be-
tween the logarithm of child and parent incomes, while the IRC is the correlation be-
tween the rank of child and parent incomes in their respective generation. A correlation
of one reflects perfect immobility. In contrast to the IGE, the IGC and the IRC abstract
from changes in the variance of income from one generation to the next. In many devel-
oped countries, the extent of income inequality has increased in recent decades. This
increases the IGE accordingly (as differences in the parent generation map into larger
differences in the child generation), but not necessarily the IGC or IRC.

In many countries, including EU member states, intergenerational data containing in-
come for both parents and children are not available. To provide evidence for these
countries, the literature relies on so-called two-sample instrumental variable estimators
(Inoue and Solon 2010) that impute the missing income of parents based on other socio-
economic variables, such as education or occupation. The approach has been popular, as
it can be implemented in data sets that only contain few information on parental charac-
teristics (such as the EU-SILC). However, it has not been well tested how closely it can
approximate the IGE. This is problematic, because for many countries, two-sample esti-
mators are all we have (see Corak 2013).

2.2 Educational Mobility

Educational outcomes are more easily measured than other socio-economic outcomes,
and they are closely related to the mechanisms underlying the intergenerational trans-
mission of socioeconomic status. In particular, educational outcomes are considered to
be important mediators for income and occupational success.

While educational outcomes are considered in all disciplines, the way they are operation-
alised tends to be different. In economics, educational attainment is usually expressed in
cardinal units. For example, a completed degree might be transformed into the years of
schooling that is usually required to achieve this degree. As for income, the intergenera-
tional association in years of schooling can then be approximated with a single regres-
sion or correlation coefficient. In other disciplines, educational outcomes are more com-
monly transformed into ordinal rankings, for example by ranking degrees. The useful-
ness of either approach depends on many factors, such as how interested we are in a
particular educational transition, and on how well the relation between parent and child
years of schooling can be approximated by a linear function.

That educational outcomes can be coded very differently relates to an important limita-
tion in their interpretation. The meaning of “twice as much” is clear and objective for
income, less so for educational outcomes. Educational degrees might not be entirely

13



comparable across countries or time (Shavit and Blossfeld 1993), an issue that is hidden
but not eliminated when transforming educational degrees into years of schooling. Apart
from this conceptual issue, education is much easier to measure than income, and more
frequently reported in intergenerational data. As most people complete their education in
their twenties, it can be well captured by a single measurement in early life - irrespec-
tive of current employment status.

Educational outcomes are therefore considered in settings with limited data availability,
even in countries for which income measures are in principle available. For example,
educational and income information can be combined to provide a more up-to-date as-
sessment of socio-economic mobility for cohorts that are still very young (e.g. Chetty et
al., 2014b). For the same reason, educational statistics are used to extend the scope of
cross-country comparisons (Hertz et al. 2008). A limitation for historical or trend analysis
is that there is often little variation in educational outcomes in earlier generations, in
which only a small share of the population might have more than basic schooling. This
has adverse effects on the comparability of estimates, as well as their statistical preci-
sion.

More recently, interest has risen also in the “horizontal” dimension of educational ca-
reers, in particular in terms of field of study and institutional quality. For example, Kim
et al. (2015) show that lifetime earnings gaps between college graduates from different
fields in the United States can be larger than the gap between high school graduates and
college graduates overall. Moreover, there are important quality differences of institu-
tions with a given field. Researchers are therefore studying the social gradient and caus-
al effect of attendance at selective “elite” compared to less prestigious institutions (e.g.
Attanasio and Kaufmann 2009, Chetty et al. 2017).

2.3 Occupational and Class Mobility

Occupational outcomes have long been the socio-economic measure of choice in the so-
ciological literature. Similarly as educational outcomes, occupations can be transformed
into cardinal variables such as “occupational prestige” (as in Treiman and Ganzeboom
1990, Ermish and Francesconi 2002), or used to define social classes by aggregating
occupations that share a similar socio-economic status into various major groups (*mac-
ro classes”, as in Erikson and Goldthorpe 1992) or a larger number of finer groups (“mi-
cro classes”, as in Jonsson et al. 2009).

Occupational and class measures share some of the advantages and disadvantages of
educational measures. They vary less over the life-cycle than income, so even a single
observation can be informative about an individual’s socio-economic status. But in con-
trast to income, they lack an inherent scale, and different authors opt for different classi-
fications.

Occupational outcomes are particularly useful when considering historic data. In contrast
to income, occupations are frequently reported in historical censuses and other data
sources (as for example in a 15th century tax survey in Florence, see Barone and Mocetti
2016). And in contrast to education, there tends to be substantial variation in occupa-
tional status even in older generations (although a sizeable chunk may be farmers). Still,
the comparability of occupational measures over time and across countries remains lim-
ited. For example, how does the socio-economic status of a teacher today compare to
the status in the early 20th century? (°)

The pattern of occupational persistence may relate to certain channels of intergenera-
tional transmission. For example, the observation that children tend to work in the same

(®) The problem can be partially addressed by re-ranking occupations over time (see for example
Modalsli 2015).
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occupation or even the same firms as their parents (Corak and Piraino 2010) might be
due to the transmission of abilities and preference, but also to the presence of nepotism
or the importance of social networks (see for example Jonsson et al. 2009, Munshi
2011).

2.4 Multigenerational and Horizontal Measures

Parent-child associations of socio-economic status, such as those discussed in the previ-
ous sections, may understate the transmission of advantages. For example, the inter-
generational elasticity discussed in Section 2.1 captures inequalities in income, but par-
ents may differ in other aspects, and may provide advantages that are not fully reflected
in child income. Moreover, some of these advantages might be inherently unobservable.
Such unobserved or /atent factors played a prominent role in the early sociological re-
search, such as Duncan (1969), and in standard economic models (see also Goldberger
1972). (°) While these factors relate to the underlying mechanisms of the transmission
process, they also affect its measurement - how can we measure the transmission of
advantages if some of those advantages cannot be directly observed?

This question motivates also the literature on sibling correlations, i.e. the correlation in
socio-economic status between two randomly drawn siblings (e.g. Solon et al. 1991,
Levine and Mazumder 2007, Bjorklund et al. 2009). The family background quantified in
sibling correlations is a latent factor that accounts for all factors shared by siblings, not
only those that can be explained by the observed socio-economic status of parents. Sib-
ling correlations are therefore a more comprehensive measure of family background than
parent-child measures. However, they also capture factors shared by siblings other than
parental effects, such as peer and neighbourhood effects. Jantti and Jenkins (2014) dis-
cuss the estimation and interpretation of sibling correlations in more details. Sibling
studies are not only interesting from the measurement perspective, but may be also in-
formative about the mechanisms of intergenerational transmission (see Section 4.1).

More recently, the existence of latent transmission channels has become a focal point in
the literature on multigenerational persistence — on similarities in socio-economic status
between more distant family members. It would rationalise why socio-economic inequali-
ties appear more persistent across multiple generations than a naive extrapolation of
parent-child correlations would suggest, as documented by a recent strand of literature
such as Clark and Cummins (2012), Clark (2014), Lindahl et al. (2015), or Braun and
Stuhler (2018). An alternative rationalisation of the same phenomena could be that dis-
tant family members other than parents have an additional direct effect on child status,
i.e. that the intergenerational process has a “longer memory” (e.g. Mare 2011, Stuhler
2012, Chan and Boliver 2013, Adermon et al. 2016, and Anderson et al. 2018). While
the mechanisms differ, either reasoning implies that parent-child correlations may great-
ly understate the intergenerational transmission of advantages.

The observation of multigenerational data across more than two generations provides an
opportunity to identify the latent, or “true” transmission of advantages. With increased
availability of historic and large-scale administrative sources (see Section 5), such evi-
dence has become available in recent years. Some studies imply that the degree to
which advantages are transmitted from one generation to the next is as high as 75 per-
cent (Clark 2014), hence much higher than the 30-50 percent found in observable prox-
ies of socio-economic status (see next section). This literature is still in its early stages,
and other studies based on alternative strategies find lower rates of persistence (Vosters
and Nybom 2017, Braun and Stuhler 2018, and Neidhoéfer and Stockhausen, forthcom-

(®) For example, Becker and Tomes (1979) note that a person may be endowed with a great varie-
ty of unobserved cultural and genetic attributes, which in turn affect human capital accumulation
and socio-economic status.
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ing). The literature does however suggest that inequality may be substantially more en-
trenched than what has been captured by parent-child associations as reviewed in the
next sections. (7)

2.5 Pathways of Intergenerational Transmission

The next two sections consider variation in intergenerational associations over countries
and time, and aspects of the educational system that affect intergenerational mobility.
To put these findings into context, we discuss here briefly which channels and character-
istics may contribute to the association between parent and child socio-economic status.
A great number of such attributes play a role, and we provide here only an overview of
some of the main insights from the vast literature on the topic.

A particularly important role is played by the transmission of cognitive and non-cognitive
skills. For example, Blanden et al. (2007) find that skill differences at age 16 explain a
substantial share of the intergenerational transmission of socio-economic inequalities in
the UK. Carneiro and Heckman (2003) and Cunha and Heckman (2007) show that cogni-
tive and non-cognitive skills differ systematically with parental background already at
early ages, before schooling begins. The transmission of skills and abilities appears
therefore to be a quite central component of the transmission of educational and other
socio-economic advantages (Marks 2013). Moreover, the observation that skill gaps open
so early in life motivates research on biological transmission channels, and on the role of
childcare and the early family environment (see Section 4.2).

Children may resemble their parents not only in terms of their skills and abilities, but
also in terms of their preferences, attitudes and beliefs. For example, Dohmen et al.
(2012) find that risk and trust attitudes are positively correlated, as are other prefer-
ences and attitudes. Moreover, beliefs differ systematically with parental background,
and these beliefs affect educational decisions (see Section 4.5). Parent and child charac-
teristics correlate among many other dimensions that have been studied, motivating the
“first law of behavioural genetics” (Turkheimer 2000), which states that all human be-
havioural traits are heritable.

The similarity of parents and children in terms of skills, attitudes and preferences may be
due to genetic or environmental factors. Because nature and nurture interact, the dis-
tinction is not sharp, but the evidence nevertheless points to an important role for bio-
logical mechanisms. For example, Bjorklund et al. (2006) compare adopted and non-
adopted children to study the importance of genetic and prenatal environmental relative
to post-birth factors, such as the childhood environment. They find that both genetic and
post-birth environmental factors play important roles in the intergenerational transmis-
sion of earnings and education. The importance of genetic factors has been also demon-
strated in studies that compare monozygotic twins, dizygotic twins and other type of
siblings.

While genetic pathways matter, we do know that educational and social policies have
important effects on intergenerational transmission. Examples include the literatures on
early childcare and early track choice in secondary schooling (see Section 4), or the ob-
servation that an increase in welfare receipt of parents causes increased dependence on
welfare among their children (Dahl et al. 2014).

(7) This literature also suggests that the degree of assortative mating must be very high. Spouse
correlations in socio-economic outcomes such as income or education are typically between 0.4
and 0.6 (e.g. Fernandez and Rogerson 2001, Ermisch et al. 2006, Greenwood et al. 2014), and
therefore too low to explain intergenerational transmission rates around 0.75 (Clark 2014). But if
spouses resemble each other in unobservable factors that determine socio-economic success, then
spouse correlations in observable outcomes might understate the effective degree of assortative
mating. Multigenerational data provide an exciting opportunity to test this hypothesis (see also
Ermisch et al. 2006).
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The direct causal effect of socio-economic status appears instead relatively small in de-
veloped countries. Individual parental attributes, such as education or wealth, appear to
have only a limited causal effect on the socio-economic status of the next generation
(e.g. Holmlund et al. 2011, Cesarini et al. 2016). (®) Family income appears to have only
a modest effect on child outcomes, but a more sizable causal effect at the lower part of
the income distribution (Loken et al. 2012).

Many other aspects are thought to play a role in the association between parent and
child socio-economic status, such as the role of parental networks and preferences (Bello
and Morchio 2018), or the existence of “welfare traps” (Dahl et al. 2014). Black and
Devereux (2011) and Heckman and Mosso (2014) provide an overview over many other
areas of research.

3. Intergenerational Mobility in Europe

In this section, we provide an overview of the descriptive empirical evidence on inter-
generational mobility. We consider four main strands of this literature. First, evidence on
cross-country differences in mobility. Second, the more recent evidence on mobility dif-
ferentials within countries. Third, evidence on changes in mobility over time. Finally, evi-
dence on the relationship between cross-sectional inequality and intergenerational mobil-
ity. Emphasis is on evidence for Europe, but we also cover some work from other coun-
tries that extended the descriptive literature in interesting ways.

3.1 Comparing Intergenerational Mobility across Countries

How persistent are differences in socio-economic status across generations, and does the
rate of persistence vary between countries? Such questions are interesting from a purely
descriptive perspective, but cross-country comparisons can be also a useful indicator for
causal mechanisms. In particular, researchers study whether countries with low inequali-
ty or high mobility share certain institutions and policies. However, in practice, countries
vary in many aspects, making it difficult to link mobility differences to any particular fac-
tor and limiting the potential of cross-national studies for causal analysis. To address
these limitations, the literature has recently began to study spatial variation in mobility
within countries (next subsection).

Table 1 lists intergenerational mobility estimates from various cross-national compari-
sons based on income, education and social class (see Section 2). The first four columns
report estimates of the intergenerational elasticity of income between fathers and sons
(as described in Section 2.1), taken from Blanden (2011), Corak (2013) and Bratsberg
et al. (2007). The fifth column reports estimates of the intergenerational correlation in
years of schooling (as described in Section 2.2), taken from Hertz et al. (2008). The
sixth column reproduces estimates of occupation-based class mobility (as described in
Section 2.3), taken from Ludwinek et al. (2017). (°)

Estimates of the intergenerational elasticity of income vary substantially between the
three included studies, reflecting how difficult it can be to measure income mobility

(®) While educational expansion may then have only limited effects on the relative success of indi-
viduals, it may of course still have a large overall effect on the affected cohorts.

(°) Cross-national comparisons measuring social class may be less reliable when based on different
survey sources (Breen and Luijkx 2004). However, Beller and Hout (2006) and Ludwinek et al.
(2017) present cross-country comparisons of class mobility based on a standardised data source.
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based on short series of income. Despite these differences, the implied ranking of coun-
tries is very similar. As reported in Table 2, the correlation between the estimates re-
ported by Blanden (2011) and Corak (2013) is 0.92, and the other two pair-wise correla-
tions are even higher. These high correlations reflect that in terms of income mobility, a
number of major cross-country differences are well established.

The intergenerational elasticity of income (income mobility) is lower (higher) in most EU
member states than in the United States. Moreover, it varies substantially across coun-
tries within Europe. (1°) The intergenerational elasticity is particularly low (and hence
income mobility is high) in the Nordic countries (see also Jantti et al. 2006), with at most
30 percent of income inequalities being transmitted from parents to children, compared
to about 50 percent (or even higher, see Mazumder 2016) in the US. Within Europe, the
intergenerational elasticity of income appears comparatively high in the UK (see also
Blanden et al. 2004) and Italy (Checchi et al. 1999, Piraino 2007 and Mocetti 2007). The
elasticity appears somewhat lower in France (Lefranc et al. 2008) and Spain, although
there are fewer estimates available, in particular for Spain. Income mobility is higher,
but not as high as in the Nordic countries, in Germany (Vogel 2006 and Eisenhauer and
Pfeiffer 2008).

The fourth column of Table 1 reports estimates of the intergenerational correlation in
years of schooling from Hertz et al. (2008). Parents’ education is defined as the average
of mothers and fathers. The ranking of countries in terms of educational mobility is quite
similar to their ranking in terms of income mobility, with pair-wise correlations between
the two measures of around 0.7 (see Table 2, and Blanden 2011 for a more detailed
comparison). This result suggests that education can be a useful proxy for socio-
economic mobility in settings in which more detailed information on income or occupa-
tions are not available. In particular, the estimates suggest that most Eastern European
countries have only medium or low rates of educational mobility.

"

Finally, the fifth column of Table 1 reports estimates of class mobility or “social fluidity
in EU member states, based on Ludwinek et al. (2017). (') The measure summarizes
relative mobility between nine broadly defined social classes, with the social origin being
classified according to the reported occupation of the father and the mother. The esti-
mates are scaled with respect to a reference category, with higher values reflecting less
social fluidity. The ranking of countries in terms of class mobility differs more markedly
from their ranking in terms of educational or income mobility (see Table 2), with only the
high mobility in Nordic countries being similarly captured by all mobility measures.

This result is consistent with Blanden (2011), who shows that income- and education-
based mobility measures differ also from the class-based rankings of Erikson and
Goldthorpe (1992) and Breen and Luijkx (2004). A number of reasons may contribute to
this contrast. While sociologists have developed standardised class measures that can be
applied across countries, they might still not be as comparable as measures of income or
education. Moreover, income can vary markedly even within social classes, and this vari-
ation might be associated with socio-economic success of the next generation (Blanden
2011; see also Blanden et al. 2012). On the other hand, class mobility might be a more
reliable indicator of advantages for those countries where the quality of income data is
particularly poor (see Erikson and Goldthorpe 2010, Goldthorpe 2013).

While the ranking of countries in terms of income and educational mobility are fairly well
established, the interpretation of those differences is still debated. Mobility in the Nordic
countries might be high because they share institutions that foster equality of opportuni-
ty (see also Section 4.2 and 4.3), but this interpretation can be disputed. For example,
Raaum et al. (2007) find that mobility in the earnings capacity as measured by educa-

(*°) The intergenerational elasticity of income is only a rough summary measure, and studies such
as Raaum et al. (2007), Bjoérklund and Jantti (2009), and Corak et al. (2014) provide additional
details on mobility pattern in these countries.

(*Y) The values are approximations based on Figure 7 in Ludwinek et al. (2017).
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tion is more similar across the US, UK and Nordic countries, and Landerso and Heckman
(2016) suggest that the high income mobility in Denmark may be better explained by
policies affecting the income distribution than by significant differences in the intergen-
erational transmission of human capital. Moreover, little is known on how the persistence
of inequality across multiple generations varies between countries (see Section 2.4).
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Table 1: Intergenerational Mobility Estimates Across Countries

Intergenerational Elasticity of Income (IGE) Education Social Fluidity

Country/ Average Corak Blanden Bratsberg Hertz et al. Ludwinek
Author (IGE) (2013) (2011) etal. (2007) (2007) et al. (2017)
United

Kingdom 0.44 0.50 0.37 0.45 0.31 0.74
Poland - - - - 0.43 0.95
Italy 0.42 0.50 0.33 - 0.54 -
France 0.37 0.41 0.32 - - 0.93
Spain 0.40 0.40 - - - 1.04
Germany 0.28 0.32 0.24 - - 0.95
Slovakia - - - - 0.37 0.71
Sweden 0.26 0.27 0.24 - 0.40 0.92
Hungary - - - - 0.49 0.97
Belgium - - - - 0.40 0.57
Czech

Republic - - - - 0.37 0.84
Norway 0.19 0.17 0.25 0.156 0.35 -
Finland 0.19 0.18 0.20 0.189 0.33 0.70
Denmark 0.14 0.15 0.14 0.121 0.30 0.64
Ireland - - - - 0.46 0.78
Netherlands - - - - 0.36 0.63
Portugal - - - - - 1.29
Brazil 0.55 0.58 0.52 - 0.59 -
United States 0.47 0.47 0.41 0.542 0.46 -
Switzerland 0.46 0.46 - - 0.46 -
Japan 0.34 0.34 - - - -
Australia 0.26 0.26 0.25 - - -
Canada 0.21 0.19 0.23 - 0.40 -

Notes: Corak (2013) and Blanden (2011) summarise estimates of the father-son elasticity of in-
come from different studies and different time periods. Bratsberg et al. (2007) use multiple data
sources, measuring child earnings in the 1990s and early 2000s. Hertz et al. (2008) estimate the
parent-child correlation in years of schooling in multiple survey data from the 1990s and early
2000s. The estimates of social fluidity from Ludwinek et al. (2017, values approximated from Figure
7) are based on the European Social Survey from 2002 to 2010, and for cohorts born between

1965 and 1975.
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Table 2: Correlation in Intergenerational Mobility Estimates Across Countries

Corak Blanden Bratsberg Hertz Ludwinek
(2013) (2011) et al. et al. et al.
(2007) (2007) (2017)
Corak (2013) 1
Blanden (2011) 0.916 1
Bratsberg et al. (2007) 0.980 0.956 1
Hertz et al. (2007) 0.738 0.738 0.644 1
Ludwinek et al. (2017) 0.483 0.387 - 0.606 1

Notes: The table reports the Pearson correlations between the income-, education- and class-
based mobility measures from Table 1.

3.2 Spatial Variation within Countries

The importance of parental background may vary not only between countries, but also
across areas within countries. This variation is particularly valuable for causal analysis.
First, many institutions and policies apply to all areas within a given country, so that the
list of potential causal factors is more manageable. Second, the within-country perspec-
tive may offer many more, and more consistently measured, data points than cross-
country studies, allowing us to test more systematically which factors are associated with
socio-economic mobility. As a consequence, the area approach has become popular in
both descriptive and causal work (see Section 4).

An influential descriptive contribution has been Chetty et al. (2014a), who use adminis-
trative tax records to characterise how the extent of intergenerational mobility varies
across commuting zones in the US. They find that mobility varies substantially across
regions in the US, and across commuting zones within regions. The chances for children
from a parent in the bottom income quintile to reach the top quintile varies substantially,
between 4.4 percent in Charlotte and 12.9 percent in San Jose. These differences may
not only be due to causal factors, but Chetty et al. find that high mobility areas have less
residential segregation and income inequality, better primary school, greater social capi-
tal (as measured by community participation) and family stability.

Similar studies are being developed for many other countries, including EU member
states. Bitikofer et al. (2016) document spatial variation in socio-economic mobility in
Norway, and show that the Norwegian oil boom raised both absolute and relative socio-
economic mobility of children from poorer families in those regions that were more
heavily exposed to the boom. Glell et al. (2016) find that in Italy, socio-economic mobil-
ity correlates with a variety of “good” outcomes such as higher regional employment and
lower unemployment, higher average schooling and lower cross-sectional income ine-
quality. Connolly et al. (2017) provide spatial evidence for Canada, and similar research
designs are being implemented for various other countries for which high quality admin-
istrative data is available (e.g. Heidrich 2016 for Sweden, Deutscher 2018 for Australia).

3.3 Trends in Intergenerational Mobility over Time

That income inequality has recently been rising in most developed countries is well doc-
umented (Autor and Katz, 1999; Atkinson et al., 2011), and the observation that it ap-
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pears negatively correlated with intergenerational mobility - countries with high income
inequality tend to have low income mobility — has received much attention (see Section
3.4). A central theme in the recent literature is therefore if inequality has not only in-
creased, but also become more persistent across generations. This concern is prominent
also in the public debate, particularly in those countries in which inequality has been ris-
ing strongly.(*?)

Accordingly, a substantial literature has studied trends in intergenerational mobility over
time. The findings are however not entirely consistent across studies, perhaps illustrating
the methodological difficulties and high data requirements that studies on intergenera-
tional mobility face. Studies on mobility trends are even more data intensive, as they
require comparable data in both the intergenerational and time or cohort dimension. The
available estimates can capture the broad pattern of mobility across countries, but are
perhaps not reliable enough to capture more gradual changes of mobility over time.

For the United States, Hertz (2007), Lee and Solon (2009) and Chetty et al. (2014a) find
no evidence of a major trend in income mobility in the second half of the 20th century,
but cannot reject more modest changes over time. In contrast, Levine and Mazumder
(2007) as well as Aaronson and Mazumder (2008) find that mobility has fallen in recent
decades. Mazumder and Davis (2016) note that earlier studies have not observed those
cohorts who entered the labour market when income inequality was rising, and argue
that income mobility has declined around those cohorts.

In Europe, income mobility appears to have declined in the UK for cohorts between the
1950s and 1970s (Blanden et al. 2004, Blanden and Machin 2007, Nicoletti and Ermisch
2007, Blanden et al. 2012), while it increased in the Nordic countries (Bratberg et al.
2007, Pekkala and Lucas 2007, Bjorklund et al. 2009, Pekkarinen et al. forthcoming).
The evidence for most other European countries is less conclusive. To detect changes in
income mobility, which may be only gradual in nature, we require data for quite many
families that are comparable over time. Many European countries lack suitable data
sources to derive reliable estimates.

A more long-standing sociological literature has studied trends in educational, occupa-
tional or class mobility over time. Shavit and Blossfeld (1993) summarises evidence on
educational inequalities across thirteen, mostly European, countries. (!*) They find that
whereas educational attainment has increased across all social classes, the relative ad-
vantage associated with a privileged origin has remained quite stable in all but two coun-
tries. Breen et al. (2009) study trends in educational mobility across cohorts born in the
first half of the 20th century in eight European countries. In contrast to Shavit and
Blossfeld, they conclude that educational mobility has risen, more so in Sweden, the
Netherlands, Britain, Germany and France than in Italy, Ireland or Poland.

Studying data spanning from the 1970s to 1990s, Breen and Luijkx (2004) find that
class mobility has also been increasing in many European countries, except in Britain.
Similarly, Ludwinek et al. (2017) find that class-based measures of relative mobility or
“social fluidity” have increased in many EU member states for cohorts born in the period
1946-1964. In addition, they find that, over the same time period, measures of social
fluidity have become more similar between member states. In contrast, social fluidity
appears to diverge again for more recent cohorts, and follows quite different trends for

(*?) In the US it is now frequently argued that the combination of rising inequality and low mobility
threatens social cohesion and the notion of "American exceptionalism”. Exemplary articles are “Ev-
er Higher Society, Ever Harder to Ascend” in The Economist (Dec. 2004), “Moving up: Challenges
to the American Dream” in the Wall Street Journal (May 2005), “The Mobility Myth” in The New
Republic (Feb. 2012), or the “Great Divide” series on nytimes.com. Similar debates are prominent
in the UK and some other European countries.

(*3) Few studies explore mobility trends across multiple socio-economic outcomes, and the litera-
ture on income and occupational or social class mobility are not well connected. In a rare excep-
tion, Erikson and Goldthorpe (2010), Blanden (2011), Blanden 2012 and Goldthorpe (2013) dis-
cuss to what degree trends in income and class mobility differ in UK.
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men and women.

Most studies focus on the average association between child status and family back-
ground, but a particular concern in the public debate is how children from the most dis-
advantaged backgrounds fare. Markussen and Rged (2017) find that in Norway, men and
women born to parents with particularly low earnings have fallen behind in various quali-
ty-of-life outcomes, particularly in terms of the prime-age employment rate for men. The
study illustrates also how research on administrative data can lead to novel descriptive
evidence, as its large scale allows researchers to study intergenerational associations for
finely defined subgroups of the population (see also Section 5.2).

3.4 Inequality and Intergenerational Mobility

The relationship between income inequality and intergenerational mobility has seen
much interest in the recent literature. This interest is motivated by the observation that
the returns to skill have been increasing from around 1980 in the US and other OECD
countries, and by the observation that inequality and intergenerational mobility tend to
be negatively correlated - countries with particularly high income inequality tend to have
comparatively low income mobility (e.g. Bjorklund and Jantti 2009 or Blanden 2011).

This negative association between inequality and mobility, sometimes dubbed the “Great
Gatsby Curve” (see Corak, 2013), is consistent with theoretical models of intergenera-
tional transmission. For example, in Solon (2004) parents are more inclined to invest in
the human capital of their children when the returns to skills are higher, which will tend
to decrease mobility if some parents are not able to finance those investments (see also
Section 4.4) or if the returns to investment vary with parental background. A causal link
may arise also via segregation. For example, higher inequality may increase residential
segregation, which in turn might decrease mobility (see Durlauf and Seshadri, 2017).

This observed statistical association between inequality and mobility is sometimes inter-
preted causally, with some commentators warning that income mobility should be ex-
pected to decline in those countries in which income inequality has been rising. That in-
terpretation is in line with theoretical rationalisations of the observed association, but
most of the empirical evidence so far has been descriptive, and cross-country compari-
sons are not well suited for causal analysis (see also Section 3.1).

However, the negative relation between inequality and mobility can be also observed
across areas within countries. Chetty et al. (2014a) show that across commuting zones
in the United States, high-income inequality (as captured the Gini coefficient of parent
income, or the income share of the top one percent) is associated with low intergenera-
tional mobility. Likewise, Guell et al. (2016) find that in Italian provinces in which income
inequality is larger, income mobility tends to be lower. Overall, inequality and intergen-
erational mobility do indeed seem to be related, but the underlying mechanisms are as
yet not well understood.

4 Causal Evidence

This section reviews evidence from causal research designs. While descriptive work as
reviewed in the previous section can be suggestive of causal links, we require stronger
and more targeted research designs to detect causal relationships with sufficient certain-
ty. Often, researchers exploit sudden policy changes, or other factors that affect some
children but not others. The literature studies a broad range of mechanisms, but we fo-
cus here on questions that relate to the functioning of educational systems. Because
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causal relationships may hold more generally, we focus less on the European context
than in the previous sections.

4.1 Neighbourhoods, Schools and Segregation

Is the observed transmission of inequalities mainly due to parental influences, such as
genetic transmission or parental time investments, or factors that are only indirectly re-
lated to parental socio-economic status, such as neighbourhoods and schools? (*) This
question is difficult to answer, because the sorting of families across neighbourhoods and
schools is usually not random (Durlauf 2004). Still, the observation that areas in the US
with high upward mobility have less residential segregation, better primary schools, and
greater social capital (Chetty et al. 2014a, see Section 3.2) suggests that the environ-
ment may be important.

And in rare circumstances, because of policies, external events or actual experiments,
the allocation of neighbourhoods and schools is as good as random. One well-known ex-
ample is the Moving to Opportunity experiment of the US Department of Housing and
Urban Development, which offered a randomly selected subset of families from high-
poverty areas vouchers to move to better neighbourhoods. Chetty et al. (2016) find that
moving increases college attendance and earnings, but only if children move at a suffi-
ciently young age (before age 13). Moving as an adolescent has instead slightly negative
impacts, perhaps because of disruption effects. The duration of exposure appears there-
fore crucial.

Chetty and Hendren (2016) estimate the importance of neighbourhoods from non-
experimental data, studying the outcomes of several millions of families who move
across commuting zones in the US. While movers differ from non-movers, Chetty and
Hendren exploit variation in the age of children at the time of the move; children who
are younger tend to be more exposed to the new neighbourhood. The larger number of
observations in the administrative compared to the experimental data allows a quite de-
tailed analysis, which suggests that the benefits of moving increase linearly with the
amount of time children spend growing up in a better area.

Bingley et al. (2017) provide evidence from a similar research design, and population-
based administrative data in Denmark. Their findings suggest that moving to a better
area has a pronounced effect on earnings inequality early in the working life, but the
influence of neighbourhoods appear to fade when measuring earnings after age 30. The
question is then not only by how much parents, neighbourhoods and schools affect so-
cio-economic success, but also how their relative importance varies over the life cycle.

Apart from showing how important neighbourhoods are for mobility, such research de-
signs may also tell us what it is about certain neighbourhoods that promotes upward
mobility. For example, Laliberté (2017) decomposes the “total exposure effect” of a
neighbourhood into separate school and neighbourhood components. Exploiting institu-
tional rules in Montreal that assign students of different linguistic backgrounds to differ-
ent schools, Laliberté finds that in this context school quality may explain the majority of
the causal effect of neighbourhoods on child outcomes.

In many countries, the residential location determines which schools families have ac-
cess to, making it difficult to distinguish school from neighbourhood effects. School quali-
ty can be even more closely tied to neighbourhoods if schools are financed by local tax-
es, such that schools in disadvantaged areas are less well funded. Pointing to the poten-
tial importance of such channels, Chetty et al. 2014a find that areas with higher local tax

(**) A comparison of intergenerational and sibling correlations suggests that siblings share other
influences than just the socio-economic status of their parents. Neighbourhood, school and peer
effects are leading suspects.
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rates have higher rates of upward mobility. National educational policies may therefore
affect intergenerational mobility by determining which schools families can access, but
also by affecting how closely the quality of schools is tied to the local neighbourhood.

The data requirements to study those questions are high, as we need to observe individ-
ual outcomes over long time intervals, to link them to neighbourhood and school charac-
teristics, and to observe an interesting source of variation in those characteristics. With
the wider availability of large-scale administrative panel data (see Section 5.2), such
research designs are nevertheless becoming more feasible. Many questions will remain
even if we can successfully decompose the total exposure effect of an area into a neigh-
bourhood and school component. For example, we may want to know whether the im-
portance of schools stems from the selection of peers into schools or from its institution-
al quality per se.

4.2 Early Childhood and Childcare

Learning and human capital investments in early childhood may be particularly conse-
quential for intergenerational mobility. First, because of the “complementarity” between
investments at different stages in the life cycle: learning at an early age may facilitate
learning at later stages (Cunha and Heckman 2007; Heckman 2007). Gaps in cognitive
and non-cognitive skills between socio-economic groups open already at early age
(Cunha et al. 2006), which may then hinder skill acquisition and educational investments
at later age. (**) Second, because the quality of human capital investments may depend
more on family background in early childhood, when parents tend to be more directly
involved.

For both reasons, the availability and quality of formal childcare may have important
implications for intergenerational mobility. Targeted child care programs, such as the
Head Start or Perry Preschool Projects in the US (targeting children aged 3 or 4), have
been shown to generate long-term gains for disadvantaged families, and increasing par-
ents’ own involvement with their children (see Elango et al. 2015 for a survey). Until
recently, less was however known about the effects of universal childcare (preschool)
programs.

Studying a large-scale expansion of subsidised childcare for 3-6 year olds in Norway,
Havnes and Mogstad (2015) find that it led to an earnings gain for children from disad-
vantaged background, whereas upper-class children actually experienced an earning
loss, with a net-positive effect on intergenerational income mobility. Cornelissen et al.
(forthcoming) exploit the staggered expansion of universal childcare in Germany, which
increased the attendance rates of 3-year and (to a lesser degree) 4-year olds, to study
how it affects school readiness as captured by a compulsory school entry exam. They
likewise find that the benefits of early childcare are particularly pronounced for children
from disadvantaged background. Studying a similar expansion in another German state,
Felfe and Lalive (2018) show that universal childcare enabled disadvantaged children to
catch up with their peers also in terms of socio-emotional maturity.

These results demonstrate that the provision of universal childcare can have positive
effects on intergenerational mobility. However, there are potential caveats. First, the
impact of formal childcare on intergenerational mobility will depend on its quality, in par-
ticular on how that quality varies with parental background. If low-income children are
attending systematically poorer quality care, formal childcare may not provide an equal-

(*%) This dynamic relation between early and later investments may also arise from behavioural
patterns. For example, Restuccia and Urrutia (2004) note that parents tend to have lower earnings
when they are young, so that they are at risk of underinvesting in the early education of their chil-
dren. Consideration of the income profile of parents provides thus another reason why early-
childhood investments may increase social mobility more effectively than later investments.
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izing role (see Esping-Andersen et al. 2012). Second, children who would benefit from
formal childcare may not necessarily participate. Cornelissen et al. (forthcoming) find
that in the German case, children with larger potential gains were /ess likely to attend
childcare - i.e. there is a reverse selection on gains. A potential explanation for this pat-
tern is that disadvantaged families may systematically underestimate the returns to for-
mal childcare (see also Section 4.5). The public provision of formal childcare in itself may
thus not guarantee that it reaches those children who could benefit most from it.

4.3 Educational Systems and Early Track-Choice

How do schools affect intergenerational mobility? Apart from the quality of “inputs”, such
as teacher quality (e.g. Chetty et al. 2014), the structure of the educational system may
matter for child outcomes. In particular, the literature examined if early track-choice -
the separation of children by ability into different school tracks at an early age - may
harm intergenerational mobility (e.g. Dustmann 2004).

Extensive evidence on this question is available from school reforms that changed the
age at which students were separated into different school types. While such sudden
policy changes are always useful for evaluation purposes, the evidence is of particularly
high quality in this literature because (i) some reforms were implemented gradually
across areas, and (ii) the availability of large-scale administrative data allowed research-
ers to fully exploit these difference in the timing of the reform (see Section 5.2).

For example, Pekkarinen et al. (2009) study the effect of the Finnish comprehensive
school reform of 1972 to 1977, which replaced a two-track with a comprehensive school
system, postponing the selection of students from age 11 to 16. Pekkarinen et al. find
that the reform increased intergenerational mobility in income (i.e. reduced the inter-
generational income elasticity by 23%, from an already low baseline of 0.30).

Evidence from similar reforms in the US (Oreopoulos and Page 2006), Sweden (Meghir
and Palme, 2005; Holmlund, 2008; Holmlund et al., 2011) and Germany (Piopiunik
2014, Lange and von Werder 2017) likewise suggests that early tracking decreases in-
tergenerational mobility in education, and possibly other outcomes. Consistent with this
evidence, cross-country comparisons from international student achievement tests in
OECD countries show that early track separation tends to be associated with increased
educational inequality (Hanushek and WéBmann 2006).

4.4 Private, Public Education and Credit Constraints

By benefitting children irrespective of family background, the provision of public educa-
tion may enhance intergenerational mobility. Across developed countries, public expendi-
tures dedicated to non-tertiary or tertiary education as a share of GDP are associated
with less income inequality and more income mobility, while the share of private expend-
itures appears positively correlated with income inequality (Blanden 2009, Ichino et al.
2011 and Rauh 2017). (**) From a theoretical perspective, public expenditures in educa-
tion may enhance mobility by crowding out private expenditures, reducing the socio-
economic gap in human capital investments.

In addition, the provision of public education may enhance mobility by alleviating credit
constraints. To understand this argument, note that economic theories frame human

(*®) Similarly, public expenditures in education as share of GDP appears positively correlated with
income mobility across US states (Mayer and Lopoo 2008), and with educational mobility across
Latin American countries (Behrman et al. 2001, Neidhofer et al. 2017).
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capital acquisition as an investment problem, in which investments ought to be made as
long as their returns are positive (e.g. in terms of future earnings potential of the child).
From this perspective, educational investments into the talented but undereducated chil-
dren from disadvantaged families should be very profitable. To explain why privately-
funded educational systems have low mobility, we thus need to explain why such profit-
able investments would not be made.

One explanation is the existence of credit constraints. If financial markets are imperfect,
low-income families may not be able to borrow against their child’s prospective earnings.
As a consequence, they might be less likely to send their children to higher education,
and less able to finance educational investments at private institutions - even if the ex-
pected returns of those investments are high (Becker and Tomes 1986). Mobility would
then be higher under public than private education, as for example shown by Solon
(2004) or Davies et al. (2005).

The existence of credit constraints can therefore motivate public expenditures or provi-
sion of credit for educational purposes. But it is challenging to assess the importance of
such constraints empirically, because it is difficult to observe whether families have ac-
cess to credit or not. While credit constraints appear important in developing countries
(e.g. Attanasio and Kaufmann 2009, Solis 2017, Caceres-Delpiano et al. 2018 and Gam-
boa and Millan-Quijano 2018), the evidence from developed countries is more mixed. For
example, Carneiro and Heckman (2002) and Restuccia and Urrutia (2004) found that few
parents are borrowing-constrained with regard to college attainment in the United
States.

However, a growing body of evidence based on more recent data indicates that credit
constraints do matter, and that higher levels of parental resources do promote child out-
comes and mobility also in developed countries (Caucutt and Lochner 2012, Lochner and
Monge-Naranjo 2012, Heckman and Mosso 2014). This newer literature suggests that
credit constraints are binding not only for the most disadvantaged families, but also for
some well-endowed individuals who may find themselves constrained early in their life
cycle. This result stems from the complementarity between ability and human capital
investments: human capital investments might be more productive for individuals with
higher innate abilities (Cunha and Heckman 2007).

4.5 Informational Frictions and Beliefs

Credit constraints are not the only reason why disadvantaged families may underinvest
in the human capital and educational attainment of their children. More recent work
demonstrates that informational frictions and barriers, and differences in beliefs, are
likewise important determinants for investment decisions.

Abbiati and Barone (2017) show that in an Italian sample, students have highly variable
and systematically biased beliefs about the profitability of investment in university edu-
cation, overestimating the returns but also the costs and drop-out risks. Important for
socio-economic mobility, students from advantaged family background have more opti-
mistic beliefs about the benefits of university education, even after allowing for their
higher objective returns and chances of success.

Rauh and Boneva (forthcoming) conduct a survey of parents of primary and secondary
school children in the UK, showing that parental beliefs about the returns to investments
vary likewise across the population. Moreover, parental beliefs differ significantly across
socio-economic groups, and are predictive of actual investment decisions. Because per-
ceived returns to early parental investments are positively associated with household
income, variations in belief may contribute to the intergenerational persistence in in-
come.

Policy interventions which target parental beliefs may therefore be an effective tool to
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improve parental investments and child outcomes. An important question for future re-
search is how important these factors are compared to financial aspects. It may be sub-
stantially cheaper for policy makers to affect information and beliefs about the benefits
of educational choices, than to increase attainment and affect track choice via monetary
investments and incentives. Field experiments suggest that students choices are indeed
malleable by informational interventions (see Abbiati et al. 2017, Alan et al. 2015).

5 Data and Data Limitations

The data requirements for mobility research are steep. To highlight how important data
availability and quality are in this context, we first describe how access to better data
over the last two decades has dramatically changed our understanding of income mobili-
ty and its determinants. We then identify what limitations the current literature is facing,
and discuss what data would be most useful to make future progress on descriptive and
causal questions. We compare these needs (“*demand”) from researches with the current
availability ("supply”) of data in the European and US context.

5.1 Measuring Child and Parent Outcomes

As discussed in Section 2, the estimation of mobility measures typically requires the ob-
servation of socio-economic outcomes and identifiers to link family members for at least
two generations. (!”) Survey data with retrospective questions, such as EU-SILC or EU-
LFS for EU member states, often contain information on educational attainment for two
generations, which is also a good proxy for other socio-economic outcomes (see also
Section 3.1). But because implementation of these surveys is not centralised, the level of
detail captured by the educational variables can vary between EU member states, which
may affect comparative work.

Some surveys contain occupational information, which can be used to define the “occu-
pational prestige” or “social class” of a respondent. But occupations do not have an in-
herent scale, complicating comparisons across countries or time (see Section 2.3). In-
come has such inherent scale (see Section 2.1), but is more rarely observed in survey
data. Even then, typically only a short snapshot of income measured at a particular age
is reported. This has turned out to be very problematic for estimation of the intergenera-
tional elasticity and other measures of income mobility, and improvements in data and
methodology have led to large revisions in estimates (see Jantti and Jenkins 2014).

For example, Becker and Tomes (1986) reported estimates of the intergenerational elas-
ticity in the US that centred around 0.2 or lower, suggesting that only up to 20 percent
of income advantages were transmitted from parents to children. Becker and Tomes
concluded that the United States was a country characterised by high socio-economic
mobility, an erroneous belief that lingered until Solon (1992) and others demonstrated -
based on better data and improved methodology - that the income elasticity is instead
around 0.4 or higher (see Solon 1999 and Haider and Solon 2006). It turned out that the
US are characterised by low socio-economic mobility, much lower than suggested by
previous work, and lower than in most other developed countries.

(") Sibling correlations are an alternative measure of the importance of family background, which
can be estimated without observation of socio-economic outcomes for the parent generation (see
Section 2.4). However, the identification of siblings still requires identification of parents. Recently,
researchers have used surnames or even first names to identify ancestors directly or in a probabil-
istic sense (Collado et al. 2012, Clark 2014, Guell et al. 2015 or Olivetti and Paserman 2015). The
considerable effort invested in such creative workarounds reflects the severity of data limitations in
this literature.

28



This example illustrates how a lack of high-quality data sources has impeded mobility
research in the past. But many measurement problems remain even today, see for ex-
ample Nybom and Stuhler (2017) and Gregg et al. 2017. The level of mobility is still not
precisely estimated for many countries (see also Section 3.1), and some authors argue
that the intergenerational elasticity in the US is in fact closer to 0.6 than 0.4 (Mazumder
2016). These measurement problems are even more severe for research on mobility
trends, as they make it difficult to detect more gradual shifts over time. Indeed, the evi-
dence on mobility trends is quite inconclusive for many countries (see Section 3.3).

While data quality is the main problem, better data will not fully solve the problem, as
the late-career status can be never observed for the more recent cohorts. The literature,
in particular the strand of literature studying income mobility, requires therefore im-
provements in both methodology and data. Apart from the general need for better data,
a few specific trends are readily observed. Because the guantity of educational attain-
ment stabilises in many countries, the horizontal differentiation of educational careers -
i.e. in terms of field of study or institutional quality — becomes more central (see Section
2.2).

Moreover, interest has turned on the socio-economic status of family members other
than parents, which can be informative about the long-run transmission of economic
advantages and its underlying mechanisms (see Section 2.4). It would therefore be ad-
vantageous if surveys would elicit status information not only on parents and children,
but also other types of relatives, such as siblings, cousins or grandparents.

While survey data will continue to play an important role in the literature, they are sub-
ject to fundamental constraints that are likely to limit their importance for future re-
search. This hypothesis is supported by recent trends in mobility research and the social
sciences more generally, which are discussed in the next section.

5.2 Administrative Data Sources

Administrative data sources are becoming increasingly important for the social sciences
(Card et al. 2010). Their scale allows researchers to answer questions that previously
could not be studied, and to re-evaluate existing questions with more compelling ap-
proaches and evidence (Figlio et al. 2017). The shift has been particularly pronounced in
the intergenerational literature. This observation is illustrated in Table 3, which reports
the main data sources in articles on intergenerational mobility that were published in the
five leading economic journals over the last decade. (*®) Apart from one, all articles were
based on large-scale data from census or administrative sources. This pattern is in stark
contrast to previous decades, in which the vast majority of empirical work in those jour-
nals was survey-based. (!*°) This shift mirrors the trend in other branches of economics,
and other fields of the social sciences. In the intergenerational context, the reasons in-
clude:

1. Increasing standards for causal analysis, which favour large data sources that allow
researchers to exploit variation across subgroups. For example, Chetty et al.
(2014a) and Chetty and Hendren (2016) study differences in mobility across areas
within a given country, in contrast to previous work on mobility differentials be-
tween countries (see also Section 4.1). The switch to a within-country research de-
sign yields two key advantages: i) we observe many more data points, and the in-
stitutional and policy environment is more stable within than between countries; ii)
by tracking families who move between areas (e.g. Chetty and Hendren 2016), or

(*®) These five journals have a strong influence on research in economics (see Card and DellaVigna
2013).

(*°) See for example Chetty, R.: “Time Trends in the Use of Administrative Data for Empirical Re-
search”. Cambridge, MA: NBER Summer Institute, July 2012.
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by studying policies and rare events that affect some areas but not others
(Pekkarinen et al. 2009), we might identify causal relationships of interest (see Sec-
tions 4.2 and 4.3 for examples).

2. An interest in long-run effects, which may require the tracking of individuals over
time, space, and data sources. Many administrative sources are longitudinal in na-
ture, and designed to reliably track individuals irrespective of their current location.
Moreover, as they often cover the entire population, individuals could in principle be
followed from one source to another. The literature on universal child care reviewed
in Section 4.2 provides one illustration: while the effect of educational policies on
educational outcomes is interesting, we ultimately care also about their impact on
labour market and socio-economic outcomes. But to survey individuals from child-
hood to their entrance in the labour market would be costly, and fraught with sam-
ple attrition.

3. An interest in the heterogeneity of an effect. With a large number of observations, it
becomes possible to study causal effects or statistical relationships in the extremes
of the distribution - for example the most disadvantaged families, or the top one
percent of the income distribution — which are often of particular interest in mobility
research. Administrative sources allow us to describe these relationships in much
more details. For example, inequality appears more persistent in the bottom and
very top of the income distribution in Sweden (Bjoérklund et al. 2012; Nybom and
Stuhler 2017), and children from parents with particularly low earnings have recent-
ly fallen behind in various quality-of-life outcomes in Norway (Markussen and Rged
2017).

4. An interest in how persistent socio-economic inequalities really are. As described in
Section 2.4, parent-child correlations may not reveal the full extent of intergenera-
tional transmission, as inequalities across three or four generations appear more
persistent than the extrapolation from those parent-child correlations would suggest
(e.g. Lindahl et al. 2015, Braun and Stuhler 2018). This observation is in line with a
prior literature on sibling correlations, which suggests that siblings share other in-
fluences than just the socio-economic status of their parents (e.g. Solon et al. 1991,
Bjorklund and Jantti 2012; Bjorklund et al. 2010). In administrative data covering
the full population, it is feasible to obtain more direct evidence from many different
types of relatives, including distant ones. For example, Adermon et al. (2016) con-
sider distant cousins and uncles to demonstrate that inequality is more persistent
than parent-child correlations suggest.

Administrative data have many other benefits. (?°) Of course, survey data have ad-
vantages, too. Our descriptive evidence on intergenerational mobility across countries
and time is still largely based on surveys (see Section 2), and improvements in survey
data have led to significant changes in our understanding of intergenerational mobility
and its drivers. The coding of central variables in surveys may be more useful for scien-
tific purposes (e.g. Mazumder 2016), and they can elicit information on questions that
would not be collected in administrative sources, such as attitudes and expectations. The
recent literature on the importance of parental beliefs illustrates how valuable survey
data can be in this respect (see Section 4.5).

However, because survey data fall short in the four central dimensions listed above, their
use is likely to remain restricted. Moreover, capacity constraints in the use of administra-
tive data - estimations on population-wide data can be computationally intensive - have
become less binding because of rapid technical progress. In contrast, it remains very
costly to survey large parts of the population, and large-scale surveys tend to have few
observations on parental background. These problems are structural and cannot be well

(?®) Such as higher quality and less attrition (due to their mandatory nature), economies of scale,
their potential complementarity to survey and field experiments, and so on (see Card et al. 2010
and Figlio et al. 2017).
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addressed by redesigning or improving existing surveys. The shift to administrative
sources for research purposes is therefore likely to be permanent. However, this shift
creates many technical and legal challenges, and concerns about data security and con-
fidentiality.

Only some European countries have developed transparent and merit-based procedures
to enable access to data (see Card et al. 2010). Administrative data are collected for
administrative purposes, and key stakeholders have rarely an inherent interest in mak-
ing these data accessible to researchers. In addition, there are important technical
(some countries lack central identification numbers) and legal hurdles. Certain EU mem-
ber states do not make data available to researchers from other member states, provide
inferior versions of the data, or grant access only via remote facilities that are more
cumbersome to use than the type of access granted to own citizens and institutions. Ac-
cess restrictions because of confidentiality and security concerns tend to work against
young researchers, who may lack the necessary contacts or credentials.

Table 3: Intergenerational Mobility Studies in Top-5 Journals in Economics, 2008-2018

Author Year Title Journal Data Type Countries
Chetty and The Impacts of Neighborhoods
Hendglen 2018 on Intergenerational Mobility I: QIJE Administrative United States
Childhood Exposure Effects
Alesina, . - . . France, Italy,
Stantcheva 2018 Intergenerational Mpbl!lty gnd AER Administrative Sweden, UK
Preferences for Redistribution and Survey
and Teso and US
Cesarini, Lind- Wealth, Health, and Child Develop-
qvist, Ostling 2016 ment: Evidence from Administrative  QJE Administrative Sweden
and Wallace Data on Swedish Lottery Players
Bleaklev and Shocking Behavior Random Wealth
. Y 2016 in Antebellum Georgia and Human QJE Census United States
Ferrie . )
Capital Across Generations
The Effects of Exposure to Better . .
Chetty, Hendren 2016 Neighborhoods on Children: New AER Administrative United States
and Katz i and Survey
Evidence [...]
Olivetti and In the Name of the Son (and the
Paserman 2015 Daughter): Intergenerational Mobility AER Census United States
in the United States, 1850-1940
Giell. Rodriguez The Informational Content of Sur- Census
Mora’and Ttglmer 2015 names, the Evolution of Intergenera- RESTUD and Phone Spain
tional Mobility, and Assortative Mating Directory
Dahl, Kostgl . - .
and Mogstad 2014 Family Welfare Cultures QIJE Administrative Norway
Chetty, Where is the Land of Opportunity?
Hendren, Kline 2014 The Geography of Intergenerational QJE Administrative United States
and Saez Mobility in the United States
Intergenerational Occupational United States
Long and Ferrie 2013 Mobility in Great Britain and the Unit- AER Census and Great
ed States Since 1850 Britain
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Lefgren, Rich Dad, Smart Dad: Decomposing

Lindquist 2012 the Intergenerational Transmission JPE Administrative Sweden
and Sims of Income
Munshi 2011 Strength in Numbers: Networks as pearyn gurvey India
a Solution to Occupational Traps
E?)Ecrzind 2009 Women, Wealth, and Mobility AER Administrative United States

Notes: The table lists articles on intergenerational mobility from the Quarterly Journal of Econom-
ics (QJE), Journal of Political Economy (JPE), Econometrica (ECTA), American Economic Review
(AER, without Papers & Proceedings) and the Review of Economic Studies (RESTUD) that were
published between 2008 and 2017. The list is based on database searches using the keyword "in-
tergenerational mobility".

Perhaps the most important requirement for intergenerational research is the ability to
link family members (ideally including distant ones, see Section 2.4), which is lacking in
many EU member states. For example, de-identified data based on social security rec-
ords are available in Germany, but it has not been possible to link family members. Per-
haps as a result, the literature has seen few contributions from German sources (see
also Table 3). Another major limitation is the tendency of the relevant stakeholders to
only make small fractions of the population-wide data accessible to researchers, and to
coarsen the definition of regional identifiers in the “scientific use” versions of the data.
Because causal research has shifted towards research designs that exploit spatial varia-
tion on a fine geographic level (see also Section 4), sample size and geographic classifi-
ers have become important bottlenecks, even in scientific use files from administrative
sources.

6 Conclusions and Outlook

Research on intergenerational mobility has yielded many interesting descriptive and
causal insights. Recent developments on the descriptive side include the observation that
achievement gaps by socio-economic background open very early in life, that the extent
of socio-economic mobility varies not only on the national but also sub-national level,
and that it appears negatively correlated with income inequality on both the national and
sub-national level. Moreover, a nascent strand of research on multigenerational mobility
suggests that inequalities are more persistent than a naive interpretation from parent-
child correlations would suggest. If parent-child associations provide only an incomplete
picture of the extent of mobility, they might provide only a limited perspective on how
mobility varies across countries, groups or time.

The literature has also branched into less traditional themes, such as the question if be-
liefs and attitudes vary systematically with socio-economic background, and if these be-
liefs are predictive of educational decisions. However, many challenges remain. For ex-
ample, while the literature has uncovered important shifts in mobility over longer time
spans, the evidence on more recent periods appears more mixed. The question if mobili-
ty is going up or down seems simple enough, but the lack of high-quality data sources
makes it difficult to detect gradual mobility trends in many countries, including many EU
member states.

These descriptive insights have in turn steered research on the determinants of inter-
generational processes. This report focused on research related to educational systems
and policies within five broader themes: (i) neighbourhoods and schools, (ii) early child-
hood and childcare, (iii) educational systems and track choice, (iv) private and public
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education, and (v) informational frictions and beliefs. It argued that the relation between
mobility and at least some institutional aspects are fairly well understood.

For example, the provision of early childcare to children from disadvantaged background
can raise mobility, while the separation of children into different school tracks according
to their observed ability appears to diminish mobility. These findings matter with respect
to evidence showing that achievement gaps in early life, which has shifted focus on edu-
cational policies that affect young children. More generally, the literature asks how im-
portant neighbourhoods and schools are for child development, and future research will
aim to identify which neighbourhood and area characteristics are particularly conducive
for upward intergenerational mobility.

Data requirements for mobility research are steep, and the report reviewed the main
requirements and limitations that researchers face. Much of the recent causal evidence is
based on research designs that exploit fine-grained variations, such as policy variation
that affects children in some areas but not others. Such research designs are feasible
only in large-scale samples, explaining the strong shift away from survey and towards
administrative data sources. This shift has already produced exciting new insights, which
are likely to shape the field for years to come. (*%)

But the shift towards administrative data also produces challenges, given the confidential
nature of those data. In Europe, the Nordic countries have excelled at making high-
quality administrative sources available for research purposes, providing a large boost to
the quality of research on intergenerational mobility and many other literatures. But only
few EU member states have similarly transparent and merit-based access procedures in
place, and other sources lack the type of family identifiers that are required for intergen-
erational research. Many data resources have therefore remained untapped, and data
limitations remain one of the most important bottlenecks for mobility research.

A particular obstacle in the European context is that because of various reasons, admin-
istrative sources are often accessible only on-site at the national stakeholder, and/or
only to citizens and institutions from the respective country. This compartmentalisation
of data and researchers hinders the dissemination of knowledge and collaborations
across national borders. Some national stakeholders have begun to tackle this problem.
For example, the Research Data Centre of the German Federal Employment Agency has
established several remote data centres to enable secure access from other countries
(see Bender and Heining 2011). These particular centres are located in the US and UK,
but the creation of similar secure facilities to enable cross-border access within the EU
would be highly desirable. (??)

Apart from access, the most important single limitation for mobility research is the fact
that administrative records can often not be linked between family members - even in
countries where such records are in principle available, as for example in Germany or
Spain. However, by cross-linking different variables or sources it is often possible to re-
construct such links, and therefore to activate the potential of large-scale administrative
data for mobility research. For example, researchers in the US have recently linked mil-
lions of children with their parents’ tax records in the US, paving the way for some of the
most influential studies on intergenerational mobility in recent years (see Section 5.2
and Table 3). Similar initiatives could unlock the full potential of administrative sources
for research purposes also in EU member states.

Finally, mobility research would profit greatly from the linkage of historical census data,

(*') This shift and the need for better access to administrative sources is also described in Card et
al. 2010 for the US and Crato (2017) for Europe.

(*®) A European-wide initiative would presumably be more effective than bilateral solutions initiat-
ed by each individual national stakeholder. Initiatives such as “Data without Boundaries” have led
some of the groundwork, preparing metadata and more harmonized transnational accreditation
(see www.dwbproject.org).
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whose vast scale have made them an important data source in the recent literature (see
Section 5.2 and Table 3). While census data lack the panel dimension, researchers have
developed methods for the automatic linkage of census records based on names, ad-
dresses or other information. These methods can be improved further by the application
of innovative machine-learning techniques. In the United States, a large-scale project is
currently underway to link censuses from 1850 to the present, which will enable investi-
gators to trace the transmission of demographic and socio-economic characteristics over
up to seven generations (see Ruggles, Fitch and Sobek, 2017). Such data will be invalu-
able for research on mobility trends, the persistence of inequalities across generations,
and other questions. The potential for economies of scale with respect to development of
linkage technologies speak in favour of a European-wide project to support such efforts.
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