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Gatsby Iin the Americas...
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A conundrum and a challenge...

- As Torche (2015) points out “mobility has not changed
much in the United States over the last few decades,
despite growing inequality. These dual findings pose a
conundrum and challenge us to further understand the
relationship between inequality and mobility”

- In the USA (OECD) the Gatsby curve works between

countries & states/cities, but not over time..?

- Building on Conconi, Cruces, Oliveri, and Sanchéz** 2008
All Brahim & McLeod (2015) show the Gatsby curve is
working over time & across countries in Latin America...

- The question is why?

 ** "E pur si move? Movilidad, pobreza y desigualdad en América Latina
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Meeting the challenge...

- The Gatsby curve for the most part is working in Latin
America... (at least for the LA-7 minus Colombia...)

- Why in Latin America but not North America (except Mexico)?
Ali Brahim, Fuentes and McLeod, 2015 explore three hypotheses:

1. Mobility and inequality are converging “Todos Somos
Americanos” (President Obama in his Cuba speech”)

2. LatAm social policies more effective in increasing mobility
and reducing inequality, conditional cash transfers, etc.

3. LatAm made progress in reducing racial and gender
disparities (World Bank, 2012) the U.S. less during the past
20 years....
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Meeting the challenge...

- Ali Brahim and McLeod, 2015 show that the Gatsby curve

works within and between Latin American Countries... (at
least for the LA-7 minus Colombia...)

- Why in Latin America but not North America (except Mexico)?
We explore three hypotheses:

1. Convergence: mobility and inequality very low/high in
Latin America and “Todos Somos Americanos”

2. LatAm Social policy more effective in increasing
mobility and reducing inequality, conditional cash
transfers, etc.

3. Progress inreducing racial and gender disparities,

the U.S. did this already or has done less recently (see
Tienda & Fuentes, 2014 immigrants, race and inequality in U.S. cities....
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key findings...

Use the CEDLAS-SEDLAC Social Mobility (SMI) index
published data 16 countries sampled over 3 year intervals
from 1980 to 2012 (more or less)

How inequality falls matters, shared prosperity helps but
top shares not relevant (“ half a Palma”) confirms Chetty et
al. 2014 wealthy do not matter... share of bottom 40% does

Standard Solon 2014 mobility model works in Latin
America, but only for women (Mincer coefficient reduces
mobility, public spending & CCTs raise mobility and reduce
iInequality

Household structure matters (share of female headed
households) but have opposite effects in LatAm and U.S. In
LatAm more FHH associated with higher mobility...

Still mobility skeptic Duade (2012,2013) wonders whether
better distribution of bad education matters...
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Antecedents.. . Conconi, Adriana Guillermo Cruces,Sergio Olivieri Y Raul Sanchez (2008) E Pur Si
Muove? Movilidad, PobrezaY Desigualdad En America Latina, Econdmica, La Plata, Vol. LIV, Nro. 1-2
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Alan Krueger’s & Roll Hall of Fame forecast

Intergenerational elasticity of income



4/24/2015 Inequality and Mobility

Corak, 2011 expected U.S. mobility to fall
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But U.S. Mobility surprisingly

stable over time (or rising?)
(see Chetty et al. 2014)



http://www.nber.org/papers/w19844
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Mobility varies across the US

Source: Chetty et al. (2014) http://www.equality-of-opportunity.org/
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U.S. Mobility has been surprisingly
stable over time (see Chetty et al. 2014)



http://www.nber.org/papers/w19844
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Piketty share of top 10%/1% does not matter
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Chetty et al 2014: Bornin  But this likelihood has
Q1, only 10% rise to Q5. not changed overtime
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Convergence: “todos somos Americanos”...(TSA)

Figure 1A Latin America and U.S. Income Gini's Converge
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Figure 12: For LA-4 Inter Generational Mobility
increased before Gini began to fall
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Gender convergence: LatAm closes old & opens
new gender gap... starting with 1968 cohort, Latin
women acquire more education than men Nopo, 2012)

Females 21-30 Males 21-30 Ratio F/M

Year Yrs Educ change Yrs Educ Change Level Change
Argentina 2011 12.4 2.5 11.6 1.6 107 159
Brazil 2009 0.8 4.1 9.2 3.5 107 118
Chile 2009 12.6 2.5 12.4 2.4 102 105
Mexico 2010 104 2.5 10.3 1.5 101 171

Source: CEDLAS/SEDLAC Ecucation and Gender Statistics
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Figure 1: Mean Years of Schooling
25 to 64 Population (1960-2009)

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010
Female Male Population
Source: U.S. Census Bureau, NCES, Author Calculations



http://centerforcollegeaffordability.org/uploads/Bennett_Ed_Inequality_August2011.pdfhttp:/centerforcollegeaffordability.org/uploads/Bennett_Ed_Inequality_August2011.pdf
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LatAm Gini falling but still

Figure 8 LA-4 Education Gini 1992 - 2012 pop weights
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Much higher that U.S. (convergence)

Figure 2: Education Gini
25 to 64 Population (1960-2009)
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http://economics21.org/commentary/great-gastby-curve-revisited-part-1
http://economics21.org/commentary/great-gastby-curve-revisited-part-1
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LatAm Gatsby Curve working over time
how do we know?

- LA-4 see figure 12 LA-7 except but Colombia shown
Gatsby pattern

- Random effects regressions: between and within
variation both matter

- Difference regressions: pure within effects

- LatAm Education Gini falls a lot, implying mobility
and more due to female than education

- Skill premia and Mincer fall increasing IGM
measured by SMI (education of parents vs children)

- Rising share FHH in Latin America increase mobility
and inequality?? Assortative mating?
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CEDLAS-SEDLAC

Intergenerational Grand parent's Intergenerational
enrollment Income Elasticities

correlations Income used by Coralk,
Hertz, 2007 & Solon et. al
Andersen,2000

1st Gen Enrollment
(Net enrollment 13-19)

Solon Model: Skill
premia, Mincer
Coefficient, etc.

parent's Income

" Progressive Social
—»| 2nd Gen Enrollment | Policies, CCTs,
(Net enrollment 13-19) social spending etc.
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For mobillity
Shared
prosperity
matters but
not top
shares:
“half a
Palma”
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How Inequality changes matters
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How Inequality changes matters
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In Latin
America
standard
Solon model
WOrks as
predicated but
only for
women
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Mincer coefficient fell less for women
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15t difference
regressions:
pure within
country
effects:
CCIs
Increase
mobility



Table 4: Effects of Education ant T gualily o idobility. First differepce-models for

16 Latin American countries. (Education IGM)

15’[ Dependent : 4.1) 4.2)
Log Intergenerational
Mobility®

4.3)

44

(4.5)

(4.6)

difference
regressions:
pure within
country
FHHSs on
LatAm

SMI
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CCTs and
Social
spending
affect both
Inequality
and mobility:
closing
Gatsby circle

Inequality and Mobility
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Education Gini gendered correlate of SMI
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The Gatsby Curve works within and
between LatAm Latin America

- Convergence: inequality high in LatAm mobility
low relative to U.S. now converging

- Soclal policy: LatAm greater commitment to
equity that the USA (since 2000 at least)

- Gender: large gains in education made by
women, rise in Female headed households
Increased mobility

- Open question? Is LatAm, Andersen, 2000 CS-
WB SMI meaningful?



4/24/2015 Inequality and Mobility

Why the Gatsby curve is working in Latin
America but not in the U.S.?

- Rising inequality in the U.S. Is at the very top 1% and
10% al la Piketty, but this does not effect mobility

- LatAm has a rising middle class, improved education
(starting from a low base)

- Class, race & family structure create obstacles to
mobility in the U.S. despite some progress in access
to education...

- CCTs and education policy working in LatAm but less
In the United States (preschool etc.)
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Why the Gatsby curve is working in Latin
America but not in the U.S. convergence

- Inequality started very high in Latin America,
Mobillity very low (lowest PISA scores & mobility
In the World)

- LatAm inequality falling and mobility rising but
just to U.S. levels

- Gender, class, race & family structure still a
problem in both regions... access to education
In Chile for example...
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Figure 11A Correlation of
parent & children’s
education; higher indicates
lower mobility, so LatAm
started with lowest inter-
generational mobility and
highest inequality in the
world

Years of education

Source: Ferreira et all 2012 based on data from
Hertz et al. 2007.

Note: Bars represent the impact of one standard
deviation of parental years of schooling on the
years of schooling of children.
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LatAm mobility lowest in world Hertz 2007

Years of education

Source: Ferreira et all 2012 based on data from Hertz et al. 2007.
Note: Bars represent the impact of one standard deviation of
nDarental vears of schoolina on the vears of schoolina of children
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Chile Brazil

Education 1G Mobility
initially much lower in

USA Latin America

Years of education

Source: Ferreira et all 2012 based on data from Hertz
et al. 2007. Note: Bars represent the impact of one
standard deviation of parental years of schooling on
the years of schooling of children.
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Duade,2011 restimates SMI (still very low)
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LatAm (Brazil) some progress on PISA
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Chile mobility increasing

Figure C-1: Intergenerational Education Mobility Chile: share
of education gap not explained by parents education
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Source: SEDLAC/CEDLAS Education Stats Mobility*
http://sedlac.econo.unlp.edu.ar/eng/statistics-detalle.php?idE=37



Chile inequality is falling...
Figure G-1 Chile Inequality Gini Falls
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Camila Vallejo Dowling Chilean student
leader now deputy Vallejo dowling
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Source: Ali Brahim (2014)
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Figure 12. Change in the Gini index, selected Latin
American countries, 2000-2010.

Source: Figure 1.3 from Ferreira et al (2010), modified by Ferreira (2012). Data source:
World bank 2011



What is socio-economic mobility?

Typical measures (see Chetty et al. 2014)

- Absolute mobility: How far do children of parents at
the 25" percentile, in 1980-82 for example, expect to
progress up the income ladder by 2010-20127

- Intergenerational mobility: correlation of parents &
children’s education/income: low correlation is high
mobllity, high correlation signals low mobility.

- Relative mobility: How far can someone in the bottom
20% for example expect to progress?
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Why should inequality reduce mobility?
(source Chetty et al. 2014)
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How much mobility should we have?

- Enter the Great Gatsby curve: more than
other countries America “the land of

opportunity”

- Miles Corak did t
CEA came up wit
speech at the Roc

ne work Alan Krueger'’s
N name: presented in a

K & Hall of Fame
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What's the relationship between mobility &
Inequality? : The Great Gatsby Curve

- Hypothesis: higher inequality reduces mobility,

- Former CEA head Alan Krueger (now at Princeton)
Introduced the concept, and a staff member came up
with term in 2012, perhaps after seeing the (AK got
credit, his CEA staff member got a bottle of wine).

- Why does inequality reduce mobility? Rungs of
ladder farther apart, harder to climb, poor have fewer
resources to spend on children relative to rich, so rich
kids have unfair advantage.
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The great
Gatsby
Curve

Intergenerational elasticity of income

Inequality and Mobility
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Intergenerational elasticity of income: How much a 1%
Increase In your father’s income affects your expected income.
The higher this number, the lower is social mobility.

Notes on Figure 1 Great Gatsby curve

Source: Corak, Miles. 2013. "Income Inequality, Equality of Opportunity, and
Intergeneratlonal Mobility."Journal of Economic Perspectives, 27(3): 79-102.
DOI: 10.1257/jep.27.3.79

Corak (2013) and OECD.Notes: Income inequality is measured as the Gini coeffi cient,
using disposable household income for about 1985 as provided by the OECD.
Intergenerational economic mobility is measured as the elasticity between paternal
earnings and a son’s adult earnings, using data on a cohort of children born, roughly
speaking, during the early to mid 1960s and measuring their adult outcomes in the mid
to late 1990s. The estimates of the intergenerational earnings elasticity are derived
from published studies, adjusted for methodological comparability in a way that |
describe in the appendix to Corak (2006), updated with a more recent literature review
reported in Corak (2013), where | also offer estimates for a total of 22 countries. | only
use estimates derived from data that are nationally representative of the population
and which are rich enough to make comparisons across generations within the same
family. In addition, | only use studies that correct for the type of measurement errors
described by Atklnson Maynard, and Trinder (1983), Solon (1992), and Zimmerman
(1992), which means derlvmg permanent earnings by either averaging annual data
over several years or by using instrumental variables.
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Chutes and ladders

Ladders: migration, education, health,
manufacturing jobs, remittances,
starting a business

Chutes: single parent family,
correlation between parents &
children’s education (low Is high
mobility, high correlation is low)
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U.S. Middle Class shrinking?
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Mobility varies across the US

Source: Chetty et al. 2014 http://www.equality-of-opportunity.org/
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Gatsby curve for major cities in U.S.

D
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Immigration is associated with higher mobility
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Original title of the Great Gatsby was Trimachio... the
most upwardly mobile (but tacky) Italian millionaire ever

“...the most studied part of [Petronius’ Satyricon] is the so-called
Cena Trimalchionis “Dinner with Trimalchio.” Trimalchio is an
Incredibly rich freedman (former slave) who hosts an incredibly
lavish, and tacky, dinner party....Trimalchio ...owns a large library,
but... has not read any of it: “I have three libraries, one in Greek
and one In Latin.” ....you can’t buy taste. The food Is grotesque;
lots of animals stuffed into other animals.” Youngest Son, 2013.


https://laurelandelmo.wordpress.com/2013/02/07/satyricon-petronius-arbiter/
https://laurelandelmo.wordpress.com/2013/02/07/satyricon-petronius-arbiter/

e E
LatAm Middle Class emerging....
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1 Appendix 1. Data.

There are 3 different sources of data elaborated and applied to this study (see Table 8):
Economic Commission for Latin America and the Caribbean (ECLAC/CEPALSTAT) and
Socio-Economic Database for Latin America and the Caribbean (CEDLAS and The World
Bank), World Development Indicators (WDI) Data-The World Bank, United States De-
partment of Agriculture-Economic Research Service (USDA-ERS) and Penn World Ta-
ble: Center of International Comparisons at the University of Pennsylvania (PWT). SED-
LAC(CEDLAS and World Bank) data are an important source for Latin American socio-
economic studies because they are comparable between countries and over time. Despite
some data intermittence problem, household national surveys represent almost the best
source of statistics for LAC countries. The household surveys are mostly nationally rep-
resentative except those for Argentina, where surveys refer to urban population, which
however represents 85 percent of total population. Guatemala is the country with more
intermittent surveys and so with less data available, the household surveys were carried
on only in 2000 and 2006 and between 2002 and 2004. Bolivia, Colombia and Paraguay
cover only the urban areas in the 1990s and Uruguay during the 2000s until 2005. Be-
cause of the intermittence problem, Guatemala and Nicaragua has been dropped from
skill-premium estimates.

To cover 26 years and 16 countries would require about 400 survey data points. Hence,
about 50% of the country/years observations have no survey data. In order to cut the miss-
ing observations, we "sample" three year intervals taking the most recent or the middle
value from SEDLAC database and the average over the interval from all the other sources’
data. Some variables need a further methodological explanation considering their crucial
role in estimation process of social mobility and inequality:

1) Mobility [mobil]: Educational Mobility Index for teenagers (13 to 19). Source: SED-
LAC(CEDLAS and World Bank) database downloaded October, 2014. Statistics on edu-
cational mobility are computed following the methodology developed in Andersen (2001).
The dependent variable is the schooling gap, defined as the difference between (i) years
of education that a child would have completed had he entered school at normal age and
advanced one grade each year, and (ii) the actual years of education. In other words,
the schooling gap measures years of missing education. The Educational Mobility In-
dex (EMI) is defined as 1 minus the proportion of the variance of the school gap that is
explained by family background.19 In an economy with very low mobility, family back-



ground would be important and thus the index would be near zero.Source: SEDLAC
(CEDLAS and the World Bank).

2) Gini income [ginil]: Distribution among individuals of household per capita income.
Source: SEDLAC (CEDLAS and The World Bank database downloaded October, 2014.
3) Gini education [giniedul]: Gini coefficient for the distribution of years of education.
Source: SEDLAC (CEDLAS and The World Bank database downloaded October, 2014.
4) Skill-premium [sk]: hourly wage in main activity in nominal LCU of high educated
divided by hourly wage in main activity in nominal LCU of low educated. Source: SED-
LAC(CEDLAS and World Bank) database downloaded March, 2015.

5) Palma (10/40), [decpalma]: defined as the ratio of the richest 10% of the population’s
share of gross national income divided by the poorest 40%’s share. Source: Own calcula-
tion based on share of income deciles SEDLAC (CEDLAS and The World Bank) database
downloaded February, 2015.

6) Palma (20/40) [palma]: defined as the ratio of the richest 20% of the population’s
share of gross national income divided by the poorest 40%’s share. Source: Own calcula-
tion based on share of income deciles SEDLAC (CEDLAS and The World Bank) database
downloaded February, 2015.

7) Bottom 40% [sum2]: the bottom of the population’s share of gross national income is
measured by the sum of 1st and 2nd quintile. Source: share of income deciles SEDLAC
(CEDLAS and The World Bank) database downloaded February, 2015.

8) Top 20% [q55sedlac]: the top of the population’s share of gross national income is
measured by the 5th quintile. Source: share of income deciles SEDLAC (CEDLAS and
The World Bank) database downloaded February, 2015.

9) Top 10% [decile]: of the population’s share of gross national income is measured by
the 10th decile. Own calculation based on share of income deciles SEDLAC (CEDLAS
and The World Bank) database downloaded February, 2015.

10) Net Enrollments Secondary [nes|: Net high school enrollment rate is total share
of youths in secondary school, aged 13-19, attending secondary school. Source: SED-
LAC(CEDLAS and World Bank) database downloaded March, 2014.

11)Net Enrollments Secondary, Female [nesf]: Net high school enrollment rate is the
share of female youths in secondary school, aged 13-19, attending secondary school.
Source: SEDLAC(CEDLAS and World Bank) database downloaded March, 2014.

14) Mincer coefficient3 [minc3]: coefficients of educational dummies in Mincer equa-
tions, by sector, gender and education (Women, Secondary).Source: SEDLAC(CEDLAS
and World Bank) database downloaded March 2015.



15) GDP |ypc]: Gross domestic product per capita, (National currency) 2005 constant

prices.

16) Conditional cash transfers[cct]: The CCT variable is a 0,1 dummy, each program’s

start and end date (if any) were compiled with the research assistance Rafaela Barrera at

Fordham University and Sean Higgins at Tulane University using a number of sources,
but mainly Fiszbein, A and N. Schady (2009) and Cecchini, Simone and Aldo Madariaga

(2011).

17) Beneficiaries of CCTs [bect] : beneficiaries, % total Population (Source: Cuaderno95,
CEPAL) * Total Population (Source IMF, WEO April 2013).
18) Social expenditure [soc]: Per capita social public expenditure by sector (Dollars at
constant 2005 prices). Source: CEPALSTAT downloaded October 2014.

Table 1: Summary statistics

Variable Mean Std. Dev.  Min. Max. N Source
Mobility 84.017 4272 75 96 121 SEDLAC(CEDLAS and World Bank)
Gini Income 0.509 0.054 0.39 0.62 112 SEDLAC(CEDLAS and World Bank)
Gini Education 0.336 0.077 0.19 0.52 111 SEDLAC(CEDLAS and World Bank)
Skill-premium 3.321 1.008 1.97 6.8 112 Own calculation using SEDLAC(CEDLAS and World Bank)
Palma (10/40) 541 9.704 1.88 56.86 113 Own calculation using SEDLAC(CEDLAS and World Bank)
Palma (20/40) 4.994 1.326 2.85 10.17 113 Own calculation using SEDLAC(CEDLAS and World Bank)
Top 40% 11.663 2.042 6.350 16.27 113 Own calculation using SEDLAC(CEDLAS and World Bank)
Top 20% 55.639 4.486 46.38  64.61 113 SEDLAC(CEDLAS and World Bank)
Top 10% 40.108 5.518 30.16  56.86 113 SEDLAC(CEDLAS and World Bank)
Net Enrollments Secondary 60.516 17.582 16.61 86.09 118 SEDLAC(CEDLAS and World Bank)
Net Enrollments Secondary, Female 62.934 17.954 18.59  88.710 107 SEDLAC(CEDLAS and World Bank)
Mincer coefficient 3 0.447 0.187 0.05 1.03 106 SEDLAC(CEDLAS and World Bank)
GDP 8012.01 3247.70 2670 16681 156 Own calculation based on IMF-WEO.
Conditional cash transfers 0.552 0.5 0 1 96 See Table 4 footnotes.
Beneficiaries of cash transfers 7.739 12.931 0.048 51.241 53 See Table 4 footnotes
Social expenditure 12.13 5.932 2.9 27.8 111 ECLAC/CEPALSTAT
Population, total 16.44 1.18 14.66 19.12 160 WDI Data - The World Bank




Table 2: Cross-correlations matrix

Variables  mobil  ginil  giniedul sk palma  decpalma  g55sedlac  decile sum2 minc3  ypc nesf  beet soc
mobil 1.00

ginil -0.32 1.00

giniedul -0.66 0.43 1.00

sk -0.45 0.65 0.53 1.00

palma -0.35 0.95 0.46 0.68 1.00

decpalma -0.29 0.96 0.47 0.69 0.11 1.00

q55sedlac -0.23 0.73 0.38 0.52 0.68 0.09 1.00

decile -0.31 0.98 0.42 0.66 0.76 0.62 0.64 1.00

sum?2 0.27 -0.89 -0.36 -0.56  -0.91 -0.14 -0.40 -0.72 1.00

minc3 -0.26 0.3 0.24 0.23 0.32 0.32 0.29 0.30 -0.27 1.00

ypc 0.69 -0.35 -0.81 -048  -0.30 -0.42 -0.26 -0.44 0.24 -0.27 1.00

nesf 0.71 -0.35 -0.84 -0.53  -0.36 -0.44 -0.28 -0.47 0.27 -0.27  0.64 1.00

bect 0.04 0.20 0.11 0.44 0.14 -0.06 0.16 0.17 -0.10  -0.18 024 0.04 1.00

soc 0.32 -0.16 -0.4 0.13 -0.05 -0.13 -0.26 -0.20  -0.00 -0.25 035 026 028 1.00

For variables definition See Appendix 1A. Data.

2 Appendix 2. Appendix Summary of Solon’s (2004) IGM

model

Table 3: Table 1A. Empirical checklist for Solon’s (2004) Intergenerational Mobility
Model.

The intergenerational elasticity 8 falls (mobility increases) when: Empirical Measure Evidence
1.Inheritability of endowment form parent to child A decreases Fixed/Random effects Figure 2
2.Human capital becomes less productive so that 6 falls Skill premium eq (2.7)
3.The earnings return to human capital is lower (p falls) Mincer coefficient eq (2.6)

4. More progressive public education investment (y rises) Educational spending eq2.7,42,43

Source Solon (2004)

Following Becker and Tomes (1979), Solon (1999, 2004) provides a compact model
of how intergenerational mobility (IGM) can change over time, reflecting optimal parents’
choices in response to changing incomes, returns to human capital as well as to progressive
taxation policies (redistribution). Starting with the family’s budget constraint parents split

lifetime after tax income (1 — 7)Y 0 between their own consumption (Co) and investment
in children (/o)

(L—=1)Yo = (Co) + (lo) (1)

This investment produces child human capital via the semi-log production function:

hi = 6Blog(lo + Go) + e1 (2)



where e1 is the initial endowment of the child an Go is government investment in

schooling. Child endowments an AR(1) process by assumption:

e1 =0+ Aeo + w1 3)
where A between 0 and 1 and v is white noise. The earnings equation is:

logY1 = u+ ph 4)

where p is the return to a unit of human capital.

Families maximizes utility U = (1 — a)log(Co) + alog(Y 1), where a measures parents
degree of altruism with respect to their children.

Finally Solon (2004) adds A a measure of the progressivity of government spending on
children’s education such that A is the rate that government investment decreases. The

more positive A is, the more progressive is the policy.

G/[(1—1)Yo]l=¢ —Alog(Yo) (5)

Maximizing the utility function with respect to parental investment and collecting terms

one obtains the standard IGM regression linking incomes across generations:
logY1 = ux*x +[(1—y)6p]logYo+ peo (6)

where the intercept pis u*x = u+ @6p + Bplog{abp(1—r1)/[1—a(l— 6 p)]} Note that
equation (8) implies that/ogY o is correlated with the error term in equation (10). Solon
(2004) shows that, in steady state where the variance of log earnings is the same in both
generations, the probability limit of the OLS estimator of the coefficient on log fathers’
earnings in (10) is :

(1—N)p + A
1+ (L—y)6pA ()

Thus, the estimated IGE (and intergenerational correlation) will be greater if (1) the
heritability coefficient A is higher so ability is more highly correlated across generations,
(2) 6 is higher so that the human capital accumulation process is more efficient, (3) earn-
ings returns to human capital are higher so p is larger, or (4) governmental investment in

human capital is less progressive so y is smaller.



3 Appendix 3. Intergenerational Mobility definition.

We use educational intergenerational mobility data from SEDLAC (CEDLAS and the
World Bank) database. SEDLAC defines mobility as follows: "Statistics on educational
mobility are computed following the methodology developed in Andersen (2001). The
dependent variable is the schooling gap, defined as the difference between (i) years of
education that a child would have completed had he entered school at normal age and
advanced one grade each year, and (ii) the actual years of education. In other words, the
schooling gap measures years of missing education.

The Educational Mobility Index (EMI) is defined as 1 minus the proportion of the vari-
ance of the school gap that is explained by family background (The regression, which
includes several controls, is run for youths who live with their parents, they are the only
ones with information of parental income and education.) In an economy with very low
mobility, family background would be important and thus the index would be near zero.
This measure of social mobility has been proposed by Andersen (2001) and measures the
importance of family background in determining the education of teenagers. If family
background is very important then social mobility is low.

Andersen (2001) states that: "The schooling gap is a very simple indicator of future op-
portunities, but it is well suited for our purpose and has several advantages compared
to measures based on earnings or years of education [...] years of missing education
is a relatively simple measure that is easily comparable across countries and population
groups, it is rarely misreported, and it can be used for teenagers who are still of school
age." The methodology Andersen (2001) uses to calculate the Educational Mobility Index,
determines the importance of family background in the following way: first the author se-
lects all the teenagers who live at home for each country, then regress their schooling gaps
on two family background variables, the maximum of father’s and mother’s education
and the adult household income per capita, and on a variety of other variables like age,
age of head parent at birth of the child, dummies for the presence of older sisters, older
brothers, younger sisters, or younger brothers, a dummy for a non-biological relation to
the household head, a dummy for female- headed households, a dummy for single parent
households, a self-employment dummy for the family head, average regional income, and
average regional education. The author then calculates the percentage of the total variance
in schooling gaps that can be explained by the two family background variables by apply-
ing the Fields decomposition (Fields, 1996) on the regression results.



To calculate the percentage of the total variance, Andersen (2011) calculate a factor in-
equality weight for each explanatory variable. The latter is the product of the coefficient,
the standard deviation and the correlation between the same variable and the dependent
variable for each explanatory variable. All factor inequality weights are then scaled to
sum to R2 and each factor inequality weight in regression measures what percentage of
the total variation is explained by the respective variable. Finally the Social Mobility In-
dex is 1 minus the sum of the two factor inequality weights belonging to the two family
background variables; when the index is high, family background is not an important de-
terminant of the education gap and social mobility is high and viceversa.

Hertz et al (2007)use the terms "persistence,” "transmission,"” and "inheritance" inter-
changeably to define educational mobility. To measure the generational persistence in
schooling the authors use a standardized persistence measure using Pearson’s correlation
coefficients for each cohort and country. For the countries in their sample, they measure
the standard-deviation difference in parental education corresponding to a schooling dif-
ference of standard deviations in the next generation.

Corak, Lindquist and Mazumber (2014) point on the drawbacks of intergenerational mo-
bility (IGE). "First, it does not differentiate between upward mobility and downward mo-
bility. Second, the IGE is not informative about nonlinearities in mobility. Third, the IGE
is known to be sensitive to the length of time averages used and the age at which income
is measured in each generation.” They measure mobility by comparing the relative ranks
of fathers and sons in the income distribution of each respective generation. The authors
call these measures of "directional rank mobility" (DRM). "For example, if the child’s
percentile in the distribution is higher than the parents’ percentile in the prior generation
then this could be classified as upward mobility. We believe that these measures corre-
spond much more closely to what a typical person thinks of as upward mobility compared
to the IGE."
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