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Intergenerational Mobility and Transition of Earnings in Taiwan®
Y-Chia Wang® and Xin-Yi Lin
Abstract

Using data from Panel Study of Family Dynamics (PSFD) in Taiwan from 2004 to 2016, this paper
proposes three comparable contributions to the literature of intergenerational income mobility. First,
considering all available income-related explanatory variables, regression results show the short-run
intergenerational elasticity (IGE) of earnings between a cohort of children after the age of 25 and a
cohort of parents is in a range from 0.05 to 0.08. Second, a 5 x 5 transitional matrix discovers that,
the percentages of the top 20% richest parent-child group and the bottom 20% poorest parent-child
group are 27.42% and 24.67%, respectively. With an average level of 20%, these two figures show
the tendency of low intergenerational income mobility in Taiwan. Last but not least, the 20:80
earnings ratios in both generations can be used to observe the pattern of earnings inequality across
time and generations. Combining the 20:80 earnings ratios with the significantly estimated short-run
IGEs in recent years, we can roughly demonstrate the existence of the Great Gatsby curve in Taiwan

to conclude this paper.
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