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The Trend of Intergenerational Transmission of Income Gap of Chinese
Urban and Rural Residents: 2002—2012

XU Xiao—hong
(School of Economics of Anhui University, Hefei 230601, China)

Abstract: Only when the trend of intergenerational transmission of income gap has been estimated accurately
is it possible to provide a reliable basis for theory researching and policy making. By using the two sample
instrumental variables method, this paper estimates and analyses the trend of intergenerational transmission of
income gap of Chinese urban and rural residents based on correcting multiple measurement biases such as the
effect of transitory earnings, life—cycle bias and coresidence bias which made in the existing study, with integrating
CHIP data and CFPS data effectively. The empirical results show that: it presents a downward trend, but the level
of intergenerational transmission of income gap of urban residents is higher than that of rural residents. The level of
intergenerational transmission of income gap is lower than that of American, Brazil and Japan, but higher than that
of Sweden and Taiwan in China. Further analysis of intergenerational mobility of different income groups, the
results show that: the mobility of intergenerational income in the bottom and top quintile has been improved
significantly, and it is the source of decline of intergenerational transmission of income gap. It is easy to fall into
the trap of intergenerational transmission for the low income rural residents. It is necessary and effectively to take
some measures to slow down the trend of intergenerational transmission of income gap. These measures include
improving and perfecting educational support policy, providing more opportunities for poverty and vulnerable groups,
eliminating the segmentation of labor market, and creating equal employment opportunities for every labor and so on.

Key Words: intergenerational income elasticity; two sample instrumental variables method; measurement
biases; income gap
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