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Abstract



A theory of intergenerational income mobility emphasizes the role of parental human capi-
tal investment and learning ability. In this paper we quantify the impacts of the investment
and learning ability transmission on intergenerational mobility. We parameterize our model
for 10 OECD countries and find that countries with high intergenerational income correla-
tion(elasticity) tend to have high marginal returns from human capital investment while the
learning ability distribution is mainly responsible for cross-sectional income inequality. Next
we study how the spread of learning ability and the degree of homogeneity in human capital
investment affect mobility. Quantitatively human capital subsidy can play a significant role in
improving mobility. A subsidy of 10% of mean life-time income reduces the intergenerational
income correlation from 0.51 to 0.2. This mobility gain is obtained through higher marginal
returns among the poor.

[2] Gutierrez, C, P. Paci, and B. Park, “Quantifying the Impact of Financial Crisis on a
Multi-sector Labor Market”, The World Bank, 2009, mimeo

Abstract

In this paper we construct a multi-sector labor search model to study the impacts of financial
crisis on wages and labor composition for developing countries. Workers in our model are het-
erogeneous in their productivities, and they can be employed in either high or low productivity
urban jobs or in rural agriculture. In urban labor markets there exist job-search frictions so that
it takes time for unemployed workers to find jobs and for firms to fill in vacancies. Economic
shocks can destroy jobs, and workers get unemployed when their job matches are dissolved.
Identical workers in our model can be employed at different sectors with different earnings. We
calibrate our model for Nicaragua using household data and then simulate impacts of financial
crisis on wages and employment. We find that economic shocks tend to have modest impacts
on total employment but generate significant relocations of workers across sectors.
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