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Unequal Chances: The Intergenerational Transmission of Economic Advantage under Marital Sorting
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Abstract

Inequality perpetuates in the absence of intergenerational mobility. The intergenerational transmission of socioeconomic advantage negates the norm of equality of opportunity. This inequality in opportunity or unequal chances is further strengthened by marital sorting, as assortative marriage matches the affluent with the rich and vice versa. Parental investments in the human capital of children are in part motivated by the prospects of attracting a better partner for their children. Parents care about the earnings capacity or the combined income of the married partners while deciding the marriage of their children. The status of his/her own parents as well as that of the parents of his/her partner influence the economic status of children.  This paper explores the intergenerational links in the transmission of economic advantage under such marital sorting. We estimate the intergenerational transmission of education and income between parents and children, and between parents-in-law and daughters-in-law and sons-in-law. The estimated intergenerational transmission is quite substantial and more pronounced in the case of daughters. The elasticity of children’s income is strongly positive with respect to in-laws income. The empirical results for education also reveal strong positive assortative mating pattern. Spousal earnings is just as elastic as the children’s own earnings with respect to the parents and in-laws education and income. 
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1. Introduction 

It is generally expected that public expenditure on education is to increase equality of opportunity. One of the benefits of education is the spillover effect on the later generations; having more educated citizens will have longer run effects by improving the outcomes of the children, irrespective of their family background. However, there is little causal evidence to suggest this is true. Children of rich family background not only inherit more wealth than children of poor parents, they also tend to have higher education and earnings themselves, and more importantly marry more affluent partners (marry higher than one, socioeconomic status). Economic advantage (and thus inequality) is transferred across generations through various channels; but education and marriage are the most apparent transmission mechanism. This intergenerational transmission of socioeconomic advantage reduces the children’s socioeconomic mobility, thus perpetuating inequality in the opportunities. The literature on intergenerational transmission tries to explain the transmission of the socioeconomic status of parents to those of children. It particularly analyses the effect of parental education and income on the children’s economic outcomes as adults. Most commonly, this is measured as the association of incomes across generations. Sometimes the relationship may be a mere selection: the type of parents who have more education earn higher income, and have children who will do so as well. Alternatively, the relationship may be more causation: more education makes the parent a different type of person, and thus leads to his children having higher educational and earnings outcomes. 

The strong association between incomes across generations (intergenerational transmission) indicates weak (intergenerational) mobility, and is often regarded as in violation of the norms of equality of opportunity. Under equal opportunity conditions, the expected earnings of children are independent of parental earnings (income). If an individual’s income is strongly related to his or her parent’s income, then a child from poor family background has limited opportunities to escape his or her own start in life (Blanden, 2005). Ermisch, et.al., (2006) finds in both Germany and Britain that about 40-50 per cent of the covariance between generations attributable to assortative mating, driven by the strong spousal correlations in human capital.  Thus, marital sorting plays a crucial role in that parents invest on children with expectation of better future marital partner. Consequently, the continuing unequal chance perpetuates under intergenerational transmission of economic advantage. The persistence of income inequality across generations also leads to the unequal distribution of educational attainments. Thus, intergenerational persistence is expected if income-earning endowments have an inherited component. Additional intergenerational persistence will occur if capital markets are imperfect and there are greater returns to human capital and marital matching. 

2. Empirics of Intergenerational Transmission/Mobility

Goldberger (1989) is quite explicit in emphasizing the distinction between endowments (genes) and investments (environments) in explaining intergenerational mobility. Becker and Tomes (1979; 1986) present an economic model of intergenerational transmission that takes into account nonlinearities and credit constraints, which has been used and extended to derive several important predictions. Data show that children from richer families enjoy more human capital investments and earnings. Mulligan (1999) finds a strong positive correlation between child’s earnings and parental income after controlling for measures of human investment. 

The early literature on income mobility has observed an elasticity of son’s earnings with respect to father’s earnings around 0.2, or even less (Becker and Tomes, 1986). More recent studies use long-run measures from longitudinal survey data. These studies suggest that the elasticity between the permanent components of son’s and father’s earnings is about 0.4 (Solon, 1999). Bjorkland and Jantti (1997) and Bjorkland, et.al., (2002) find greater income mobility in US and Scandinavian countries, more so in the latter. The evidence also suggests that the more compressed is the income distribution, the smaller the correlation between parental and child outcomes (Black, et.al., 2005). Bratberg, et.al., (2002), exploring the relationship between income inequality and mobility in Norway, argue that, over time, the compression of the earnings structure has increased intergenerational earnings mobility. Similar studies on intergenerational transmission of education are rather scanty. Studies by Deardon, et.al., (1997) and Mulligan (1999) suggest intergenerational education elasticities between 0.20 and 0.45. Raaum, et.al., (2007) also find similar results for Norway. Eide and Showalter (1999) adopt a quantile regression approach to investigate the role of education as an earnings transmission mechanism across generations. Recently, Hirvonen (2007) examined the issue from gender perspective by taking into consideration the extent to which education influence the transmission of earnings between parents, and daughters and sons. Using quantile regression, the possible non-linearity in the transmission of economic advantage from one generation to another is also examined.  While Eide and Showalter (1999) find that education is more valuable at the bottom and tends to compress the son’s conditional income distribution, the Swedish data of Hirvonen (2007) show that education is more valuable at the upper end than at the bottom tail of both daughters’ and sons’ conditional income distribution.  In general, education explains just about one third of the intergenerational income correlation.

More recent research in this area attempts to distinguish causation from mere correlation in ability across generations. Generally, three broad approaches have been used. Behrman and Rosenzweig (2002) use data on pairs of identical twins to difference out any correlation attributable to genetics. The OLS estimates suggest a positive and significant relationship (0.13) between mother’s and children’s schooling. Plug (2002) and Sacerdote (2002) use data on adopted children to investigate the causal relationship and finds a positive effect of father’s education on child education, but no significant effect of the mother’s. The third approach is to use instrumental variables. Chevalier (2004) uses a change in the compulsory schooling law in Britain in 1957 to identify the effect of parental education on their offspring education and finds a positive effect of mother’s education on her child’s education. Similarly, Black, et. al., (2005) use the 1959 Norwegian reform in school education that increased the number of compulsory schooling from 7 to 9 years as an instrument for parental education. Despite significant OLS relationships, the 2SLS estimates provide little evidence of a causal relationship between parent’s education and children’s education. This leads them to conclude that the high correlation between parental and children’s education are due primarily to selection rather than causation.

The bulk of the research has estimated the average transmission earnings across generations, basically by applying OLS or IV in the regression of son’s earnings on the conditional mean of the father’s earning. The observed nonlinerities in intergenerational earnings are often explained by credit constraints, as they are constrained by the possibility to finance education of their children (Becker and Tomes, 1986). Recent analyses by quantile regression method shows that intergenerational mobility to be somewhat higher for lower earnings, implying the intergenerational mobility is lower at the lower end of the earnings distribution than at the upper end, for sons as well as for daughters (Bratberg, et.al., 2007). While the UK, US and some other European countries appear to have high levels on intergenerational income inequality, the Scandinavian countries and Canada appear rather mobile by comparison (Corak, 2006). Similar results are also reported by Raaum, et.al., 2007), who focusing on the role of gender and marital status, confirms that earnings mobility in Nordic countries is typically greater than in the US and in the UK. However, for married women mobility is uniform across countries for women’s own earnings, while the usual differences hold for family earnings. 

 The empirical evidence is much thinner on the intergenerational transmission of earnings for women, especially the influence of mother’s status on daughter’s earnings.  Though the intergeneration transmission studies on education do consider the influence of mother’s education, they ignore the impact of income. Couch and Dunn (1997) report that earnings of daughters exhibit a lower correlation with parental earnings than is found for sons. Presumably, such neglects ha stemmed from the view that, in societies in which married women’s labour force participation rates are lower than men’s, women’s earnings (and incomes) are likely to be an unreliable measure of their status. 

The economic well-being of adult is, however, not determined by individual earnings alone, but also by the earnings of partners. Further, the studies on the role of spousal education and earnings in intergenerational mobility of daughters are rather scanty. However, studies on labour market participation of married women show a high degree of spousal correlations and that the education and earnings predict the status women have in the society. A recent work by Chadwick and Solon (2002) show that in the US, the elasticity of daughter’s family earnings with respect to her parents’ income is of the same magnitude as that typically found for individual earnings of sons and fathers. Using family income (rather than just own earnings, but spousal earnings included) thus provides a link between assortative marriage-marriage of men and women with similar socioeconomic backgrounds - and intergenerational mobility. In a similar attempt, Ermisch, et.al., (2006) assert that 40 to 50 percent of the covariance between parental and own permanent family income can be attributed to the assortative marriage. Blanden (2005) finds for Canada that the intergenerational correlation for sons with partners is 0.185 compared with 0.168 for daughters with partners. This new direction has implications for marital relations and for the unpaid work of women in the household sector. Recently, Fernandez, et.al., (2004) finds evidence for a direct positive relationship between a mother-in law’s working during her son’s childhood and the probability of daughter-in-law working. Thus, marital sorting seems to play a key role in shaping intergenerational family income persistence (Raaum, et.al., 2007). Evidences show that assortative mating is equally important for men and women for understanding how family earnings are transmitted across generations. 

The empirical evidence about the significance of parents-in-law in the assortative mating process has just begun to be incorporated. Both Ermisch, et.al., (2006) and Blanden (2005) find that the individual earnings of both husbands and wives are equally highly correlated with the incomes of their parents-in-law as they are with the incomes of their own parents. Thus, the intergenerational relationship is so important in an environment of assortative marriage market, in which the partners are matched with complementary characteristics. A considerable body of research show that there is systematic positive sorting of partners with respect to socioeconomic backgrounds and market characteristics, non-wage incomes, and possibly wages (Becker, 1991; Lam and Schoeni, 1994). Since parents invest substantially on children’s human and financial capital, the prospective life partners of children are to be matched to a large extent by the prospective in-laws background. Those sons and daughters raised by own parents eventually become someone’s spouse, and the way in which this matching occurs has important consequences for their own socioeconomic position. Accordingly, how inequality evolves over generations depends on who marries whom. On an empirical observation in Brazil, Lam and Schoeni, (1994) interpret the greater effect of father-in-law’s schooling than that of father’s schooling on the wages of male workers as an indication of the high degree of assortative mating in the marriage market. The empirical evidences show that the in-laws relationship is strong and in no case is the parent to son-in-law/daughter-in-law’s elasticity substantially below the parent to son or daughter elasticity (Blanden, 2005).

Thus, both parents and parents-in law shape their offsprings’ status and hence their intergenerational mobility. This paper examines the extent to which assortative mating affects intergenerational transmission and presents evidence on the role of in-laws characteristics on the intergenerational mobility of daughters and daughters in-law in India. We also consider the role of spousal background along with in-laws background for both sons and daughters as well as sons-in-law and daughters-in-law in the intergenerational mobility. We find that the intergenerational transmission of education status is stronger than that of income, but the latter is also quite substantial. We also find that assortative mating is an important element in the intergenerational transmission process. This has important implications for the provision of equality of opportunity through public education.

3. A Model of Intergenerational Mobility


Intergenerational earnings mobility is influenced by the transmission of human capital, labour supply behaviour, and the marital sorting into partnerships. Following Ermisch, et.al., (2006), let the parents (and in-laws) care about the expected joint income of their adult offspring, which is the expected sum of their child’s and his/her future partner’s incomes E(yt+ytp), besides their own consumption Ct-1.Then the utility function is given by

U = ( ln[E(yt+ytp)] + (1-()ln(Ct-1)           (((0,1)                                            (1)

where y’s represent income, t indicates the generation, p the partner, ( measuring the relative preference for child’s future family income as against parent’s own consumption. Incomes are assumed to increase with human capital: 

yt= (01+(1Ht+et                                                                                                  (2)

ytp= (02+(2Htp+etp                                                                                              (3)

where (1 and (2 are non-negative parameters. These income equations allow the returns to human capital to differ between the sexes. The matching function under assortative marriage market can be specified as 

Htp = (0 +(1Ht +vtp                                                                                            (4)

which links own and potential partner’s human capital. Parents choose Ht to maximize their utility subject to equations 1 to 3 and their own budget constraint 

yt-1 = Ct-1+ (HHt







       (5)

where (H is the relative unit price of child’s human capital. Solving this problem implies that the optimal level of child’s human capital is a linear function of parent’s income. Then the child’s income equation is 

yt= (0+(1yt-1+u1t                                                                                                                                                (6)

where (1=((1/(H and the partner’s income is given by 

ytp= (0+ (1yt-1+u2t                                                                                              (7)

where (1=(1((2/(H. From the definitions of these parameters, it follows that (1/(1= (1 (2/(1. If the income returns are to human capital are the same for men and women ((1=(2), then the ratio (1/(1 identifies (1, the degree of assortative mating on human capital in (4). 

The model has implications for the relationship between child’s family income (yt+ytp), and that of his/her parents, whereby 

cov(yt+ytp,yt-1) = cov(yt-yt-1) + cov(ytp-yt-1) = ((1+(1)var(yt-1)                       (8)

The contribution that assortative mating makes to the intergenerational mobility is taken to be 

(= cov(ytp-yt-1)/cov(yt+ytp,yt-1)                                                                          (9)

which is given by

(=  [(1/((1+(1)] = [(1(2/((1+(1(2]                                                                   (10)

It is straightforward to see that ( decreases with (1 and increases with (1, and (10) implies that (1=((1/(2)[(/(1-()]. 

4. Empirical Analysis

The intergenerational persistence of economic status is the result of the assortative mating process in which the ‘likes’ marry the ‘likes’ (Becker, 1991). It is a character-specific mate selection which would not have occurred by chance or random process. Most of he model closely follows the intergenerational mobility model of Lam and Schoeni (1993, 1994) and Chadwick and Solon (2002). While Ermisch, et. al., (2006) and Chadwick and Solon (2002) are concerned with the intergenerational mobility by exploiting the relationship between the son’s earnings and his father’s and father-in-law’s education, Lam and Schoeni (1993, 1994) explores the effects of father’s education on wages as representing the impact of inherited characteristics and the effect of father-in-law’s education as the correlation with the uninherited attributes through assortative mating. Let the intergenerational determination of a child’s earnings be

ln yi = ai + biyj + (i    




                            (11)

i = son(s), daughter(d), son-in-law(sl), daughter-in-law(dl)

j = father(f), mother(m), father-in-law(fl), mother-in-law(ml)

where yi denotes the earnings of ith member, yj denotes the earnings of jth member, and the slope coefficient bi is the intergenerational elasticity of ith member’s earnings with respect to jth member’s earnings (income). This is positive with assortative mating. The assortative mating can be summarized by a correlation ( between the earnings of g and k:

( = Corr (lnyg,lnyk)





                             (12)

g = son or daughter; k = daughter-in-law or son-in-law

The regression of (daughter or son) in-law on the (mother or father) in-law’s income can be written as:

ln yk = (k + (kyl +(k
   


                                         (13)

where k denotes daughter in-law or son in-law, l denotes mother in-law or father in-law, and (k  representing the elasticity is

                 ___________________ 

(k = (g (( [var(ln yk)/var(ln yg)
 


                             (14)

Thus, if there is no assortative mating on earnings ((=0), this elasticity is zero. With positive assortative mating on earnings, this elasticity is positive (Altonji and Dunn, 1991). Further, this has implications for the connection between the two families. Let Z denote the k’s share of the family’s combined earnings (where family income is comprised entirely of k and g (spousal earnings), then the elasticity of g’s family income with respect to that of his/her parents is 

( = Z(k + (1-Z) (g 




             
                (15) 

the share-weighted average of the separate elasticities of the g’s own earnings and his/her spouse’s. If there is no assortative mating, so that (k=0, and if the male earnings are greater than the female earnings, then the daughter’s (son’s) family income is much less (more) elastic with respect to her parent’s (his in-laws) income than her (his) own earnings are. Suppose that assortative mating is very positive, and (k is just as large as (g. Then in the typical family, in which Z is much more than half, the association between the daughter’s (g’s) family income and that of her (his) parents is mostly accounted for by her husband’s (his wife’s) earnings. 

Similar arguments apply for the case of education also. The assortative mating process implies that matching is made to suit the spousal career advancement. In terms of the intergenerational transmission model, better educated parents tend to provide more education to their offspring and search for similar educated life partners. Thus the matching process is not random, but selective. 

 
Estimation of the model parameters requires data that provide information on the socioeconomic position of individuals, their partners and their parents (and in-laws). As such type of data is not readily available, in the empirical analysis on intergenerational mobility we use a primary survey data collected during September 1996 - March 1997 in Tamil Nadu as part of a larger project on the marriage and determinants of age at marriage of females. A total of 1014 respondents have been selected from both urban and rural areas, of which 566 (55.8 percent) are married and 448 (44.2 percent) are unmarried females. A special questionnaire has been designed separately for married women and for unmarried females. Both the questionnaires seek information about age, age at marriage, education, occupation and household characteristics of the respondents as well the parents. The married female questionnaire further seeks information on husband, in-laws, marriage related aspects and post - marital behaviour of the household. The unmarried female questionnaire seeks information on marital search and marriage related expectations. 


Table-1 presents the distribution of the educational background of the sample households. Most females are secondary educated, followed by degree course. Compared to the children’s educational level, parents are less educated; a sizable number of female parents are illiterate. Compared to them, more male parents are either primary or secondary educated. Very few parents as well as children are higher educated. The educational backgrounds of male child are better compared to their female counterparts. A sizable male children are college educated. Thus, though parents are less educated, their children are better educated. This shows the educational mobility of children. 

Table-1: Distribution of Educational Status

	Education Status
	Total Sample
	Married Sample

	
	Daughter
	Father
	Mother
	Daughter
	Husband
	Father
	Mother
	Father in law
	Mother in law

	Illiterate
	-
	3.2
	27.0
	-
	-
	3.9
	36.5
	4.7
	38.8

	Primary
	7.7
	27.9
	35.2
	11.1
	2.3
	35.7
	34.3
	36.5
	39.7

	Secondary
	44.6
	51.9
	31.0
	48.4
	35.3
	44.2
	24.9
	50.7
	19.1

	Diploma/

Certificate
	4.2
	4.2
	2.7
	3.4
	3.2
	2.1
	1.7
	1.8
	0.7

	UG
	32.2
	10.6
	3.3
	24.0
	27.7
	6.9
	1.7
	4.7
	1.1

	PG
	10.4
	1.6
	0.6
	12.0
	28.8
	1.1
	0.9
	1.6
	0.6

	Research
	0.8
	0.6
	0.1
	1.1
	2.7
	0.5
	-
	0.2
	-

	Total
	100
	100
	100
	100
	100
	100
	100
	100
	100


The descriptive statistics presented in Table-2 shows that the mean educational level of daughters is 12.39 years, compared to the 8 years of their mothers and 9.4 years of education of father. The male children education of 14.42 years is also higher than their parental education. The spousal education of children is thus higher than their in-laws, again supporting intergenerational mobility. A similar picture also holds for children’s annual income compared to their parental and in-laws household income. Daughter’s earnings are higher than mother and mother-in-law’s earnings and male children earnings are also higher than parental or in-laws earnings. Moreover, male earnings are higher than their spousal earnings in all cases. These results reinforce the educational background results that the mating process is assortative and that there is an upward intergenerational educational and income mobility with respect to both parental and in laws backgrounds. 

Table-2: Descriptive Statistics of the Variables

	Variable
	 Mean
	 S.D.

	Daughter’s education (yrs)
	12.29 
	3.46 

	Husband’s education (yrs)
	 14.42
	 3.14

	Father’s education (yrs)
	9.40
	 3.34

	Mother’s education (yrs)
	7.99
	3.17

	Father in law’s education (yrs)
	9.11
	2.98

	Mother in law’s education (yrs)
	7.15
	2.97

	Daughter’s earnings (Rs./day)
	229.10
	155.97

	Husband’s earnings (Rs./day)
	341.65
	201.08

	Father’s earnings (Rs./day)
	261.38
	195.53

	Mother’s earnings (Rs./day)
	214.97
	136.59

	Father in law’s earnings (Rs./day)
	246.87
	178.25

	Mother in law’s earnings (Rs./day)
	185.11
	143.42

	Combined spousal earnings (Rs./day)
	557.69
	297.30

	Daughter’s parental income (Rs./annum) (x100)
	502.52
	381.82

	Husband’s parental income (Rs./annum) (x 00)
	588.06
	480.42


Table-3 presents the correlation among the educational and income backgrounds of parents and in laws and children. All the background characteristics of parents and in laws are positively correlated with children education and earnings. The influence of in laws characteristics on daughter and son in laws characteristics are also strong and statistically significant just like that of parental characteristics. Similarly, the correlation between spousal earnings and education is significantly and strongly positive. These results again indicate the positive assortative mating and intergenerational transmission of economic status among families.

Table-3: Correlation between Education and Earnings of Child and Parents and in-Laws

	
	Hus. Edu.
	Father Edu.
	Mother Edu.
	Fa. in law Edu.
	Mo. in Law Edu.
	Dau. Earn.
	Hus. Earn.
	Fa. Earn.
	Mo. Earn.
	Fa. in Law Earn.
	Mo. in Law Earn.
	Combined Earn.

	Dau. Edu.
	.818*
	.546
	.224
	.535
	.527
	.633
	.537
	.264
	.644
	.165
	.402
	.597

	Hus. Edu.
	1.00
	.712*
	.410
	.678
	.556
	.543
	.620
	.306
	.797*
	.273
	.419
	.594

	Father Edu.
	
	1.00
	.862*
	.700*
	.784*
	.722*
	.874*
	.576
	.775*
	.637
	.601
	.817*

	Mother Edu.
	
	
	1.00
	.575*
	.804*
	.609*
	.729*
	.715
	.676
	.530
	.574
	.685

	Father     in law Edu.
	
	
	
	1.00
	.860*
	.335
	.488
	.242
	.639
	.353
	.700*
	.421

	Mother in law Edu.
	
	
	
	
	1.00
	.530
	.617
	.437
	.730*
	.398
	.818*
	.587

	Dau. Earn.
	
	
	
	
	
	1.00
	.914*
	.565
	.714*
	.684
	.476
	.978*

	Hus. Earn.
	
	
	
	
	
	
	1.00
	.488
	.733*
	.805*
	.612
	.979*

	Father Earn.
	
	
	
	
	
	
	
	1.00
	.561
	.105
	.005
	.538

	Mother Earn.
	
	
	
	
	
	
	
	
	1.00
	.346
	.480
	.740

	Father in law Earn.
	
	
	
	
	
	
	
	
	
	1.00
	.618
	.762

	Mother   in law Earn.
	
	
	
	
	
	
	
	
	
	
	1.00
	.556


Table-4 presents the regression coefficients of intergenerational educational transmission. All the coefficients are positive and statistically highly significant. The effect of father’s education on children’s education is stronger than that of mother’s education. Similar results hold good for in-laws educational background. The influence of mother-in-law’s education on the daughter-in-law’s education is higher than the effect of mother’s education on the education of daughters. However, in the case of son-in-law the mother-in-law’s education effect is lower than the influence of mother’s education on son’s education. Similarly, the effect of father in-law’s education on the education of both daughter-in-law and son-in-law is lower compared to that of fathers. Further, with respect to spousal education the case for assortative mating has been strongly supported. 

Table-4: Intergenerational Elasticity of Education  

Dependent Variable: Education of Child

	Independent

Variable
	Total Sample
	Married Sample

	
	Daughter
	Daughter
	Husband

	Mother’s education
	0.409* (23.55)
	0.409* (23.55)
	0.413* (18.21)

	Father’s education
	0.448* (23.12)
	0.448* (23.12)
	0.453* (18.19)

	Father-in-law’s education 
	-
	0.334* (10.41)
	0.287* (9.80)

	Mother-in-law’s education
	-
	0.448* (15.24)
	0.359* (12.88)

	Spouse’s education 
	0.862* (29.81)
	0.862* (29.81)
	0.710* (29.81)


* Significant at 1 per cent level.

Table-5: Intergenerational Elasticity of Income

Dependent Variable: Earnings of Child

	Independent 

Variable
	Daughter
	Husband

	
	Total Sample
	Married Daughter
	

	ln (Parental Income)
	0.691* (4.98)
	-
	0.279* (3.10)
	0.354* (1.66)
	0.283* (2.39)
	0.430* (2.63)
	-
	-0.216 (1.53)
	-0.192 (0.74)
	-0.283* (2.40)

	ln (in laws income)
	-
	0.768* (5.24)
	-
	0.456* (1.96)
	-0.008 (0.05)
	-


	0.250* (1.47)
	-
	0.600* (2.14)
	0.008 (0.05)

	ln (Spousal Income)
	-
	-
	0.438* (6.88)
	
	0.440* (5.57)
	-
	-
	0.540* (5.89)
	-
	0.560* (7.10)


* Significant at 5 per cent level.

Table-5 presents the regression coefficients of intergenerational elasticity of income transmission. In all specifications the dependent variable is children’s earnings, with various choice of independent variables. The results clearly demonstrate the existence of intergenerational transmission in income. All the explanatory variables are positive and statistically significant at 5 percent level, except the case of in laws income on daughter-in-law and male children’s earnings. However, the negative effects are statistically insignificant. As shown in the first column of Table-5, the estimated income elasticity of daughter’s earnings with parental income is 0.69 and that of male children is 0.43. Similarly, the elasticity of daughter’s earnings with respect to in-laws income is much greater (0.77) than the elasticity of son’s earnings (0.43) with respect to in-laws earnings. In the case of married daughters, the income elasticity with respect to in-laws family income (0.46) is higher than the own parental income elasticity (0.35). Among married sons also the income elasticity with respect to in-laws income (0.60) is statistically significant, while income elasticity with respect to parental income is small and negative (-0.19) without statistical significance. These results again reinforce the earlier observation that the family backgrounds are positively matched in the marriage process also. 

One of the main objective of this paper is to explore the role of assortative mating in the intergenerational transmission of socioeconomic status. Towards this end, we reestimated the model with married daughters only. As shown in the second column of Table-5, the intergenerational elasticity in family income for married daughters falls to 0.28. The intergenerational elasticity with spousal income has been 0.44 for daughters and 0.54 for male children. Thus, for both men and women nearly 40-50 percent of the covariance between the spousal earnings can be attributable to sorting in the marriage market, a result similar to that of Ermisch, et.al., (2006) for Germany. With this almost 50 percent of one’s social position attributable to the process of who marries whom, assortative mating is a major factor in the intergenerational transmission of inequality. Further, this also indicates that there are larger income gains from assortative marriage. 

All these results suggest a considerable degree of intergenerational transmission, especially among the daughters and daughters-in-law. Further, assortative mating appears to play a crucial role. For married couples, a major factor in the intergenerational transmission of income status is that the elasticity of spousal income with respect to the in-laws income is more than the elasticity of their own parental income. 

5. Conclusion


This paper has estimated the intergenerational transmission of education and income, not only among daughters and sons, but also among daughters-in law and sons-in-law. The estimated intergenerational transmission of socioeconomic advantage is quite substantial, more pronounced in the case of daughters. The elasticity of children’s income is strongly positive with respect to in-laws income. The empirical results for educational backgrounds also reveal strong positive assortative mating pattern. Among married children, spousal earnings appear just as elastic as the children’s own earnings with respect to the parental income and education. This effect is driven by the strong spousal correlation of human capital. Thus the intergenerational transmission is strongly attributable to the differences in intergenerational transmission of earnings capacity under assortative mating. The empirical findings indicate that economic advantage perpetuates with parental investments, especially on human capital and marriage. This unequal chances dampen economic mobility among children and negates the norm of equality of opportunity. Hence policies that reduce the importance of family background for individual’s failure or success are appropriate; two such policies might be public investments in human capital and bequest taxes.
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