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ABSTRACT 
 
 

Averaging methods are routinely used in order to limit biases resulting from the 
mismeasurement of permanent incomes.  The Solon/Zimmerman estimator 
regresses a single-year measurement of the child’s resources on a T-period 
average of the parents’ income while the Behrman/Taubman estimator regresses 
an S-period average of the child’s resources on a T-period average of the 
parents’ income.  The latter estimator is shown to be the arithmetic mean of the 
S slope estimates arising from the Solon/Zimmerman methodology.  However, 
because sampling variation produces yearly changes in the variance of 
children’s incomes, it is shown that the Behrman/Taubman estimator is not 
efficient in the class of estimators which can be expressed as a weighted sum of 
the S distinct Solon/Zimmerman estimates.  The minimum variance estimator in 
the above class is thus derived and applied to a US sample. 
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Table 1 : estimation results 

 
 

 
 

         
year s 

87β  88β    89β  
aveβ̂  

*
wβ  87w  88w  89w  

         
 

1987 & 1988 
 

 
0.379 

(0.055) 

 
0.416 

(0.050) 

  
0.397 

(0.050) 

 
0.405 

(0.049) 

 
0.281 

 

 
0.719 

 

 
 
 

 
1988 & 1989 

 

 
 
 

 
0.416 

(0.050) 

 
0.435 

(0.051) 

 
0.425 

(0.048) 

 
0.424 

(0.048) 

  
0.558 

 

 
0.442 

 
 

1987 & 1989 
 

 
0.379 

(0.055) 

 
 

 
0.435 

(0.051) 

 
0.407 

(0.050) 

 
0.416 

(0.050) 

 
0.333 

 

  
0.667 

 

 
1987&88&89 

 

 
0.379 

(0.055) 
 

 
0.416 

(0.050) 

 
0.435 

(0.051) 

 
0.410 

(0.048) 

 
0.417 

(0.048) 

 
0.159 

 

 
0.472 

 

 
0.369 

 

 
 
Notes 
1 The income concept is total family income measured in 1967 dollars. 
2 The parents’ income is averaged over the 5-year period 1967-71. The child’s income is as defined in the first column of the table. 
3 Standard errors appear inside parentheses, n=592. 
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