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It’s hardly news that the American economy has performed 

reasonably well in recent decades. Productivity growth has 

averaged just a shade less than 2 percent annually since 

1970, doubling total output. Nor is it news that most of 

the gain has gone to Americans at the very top of the lad-

der, leaving us with more inequality in both income and 

wealth than we have seen since the late 1920s. What should 

surprise, though, is that the public has hardly blinked at 

the dramatic widening of the gap between middle- and 

upper-income groups. Even liberal politicians who identify 

with the aspirations of Americans in the bottom half seem 

unwilling to call for serious redistribution measures. 

The Limits on   
Economic Mobility

By Julia Isaacs and Isabel Sawhill
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One reason, we suspect, is the widespread 
belief in America that what matters is not 
equality of outcomes but the opportunity to 
move up the ladder based on one’s own tal-
ents and hard work. And by this yardstick, the 
argument goes, the system is working. If you 
are rich, it is because you deserve to be rich; if 
you are poor, the fault probably lies in your 
failure to take advantage of abundant oppor-
tunities for self-improvement. Moreover, any 
attempt to redistribute income by taxing the 
rich and providing benefits to the poor or the 
middle class would undermine people’s in-
centives to reach for the brass ring. 

Does this faith bear scrutiny? Are we the 
land of opportunity celebrated in a thousand 
grade-school textbooks, or have we become a 
more-stratified society than many would find 
acceptable? The answer is less clear than ei-
ther critics or true believers have been willing 
to acknowledge. 

faith in the dream
Americans are believers. In a 1999 survey of 
27 middle- and high-income countries, some 
69 percent of Americans agreed with the 

statement that “people get rewarded for intel-
ligence and skill,” compared with a typical re-
sponse of just 39 percent from all the coun-
tries. What’s more, just 18 percent of 
Americans think that being born to wealth is 
very important in getting ahead, compared 
with 28 percent among all nationalities polled. 
It follows that Americans are more accepting 
of economic inequality: just one-third believe 
that the government should take responsibil-
ity for reducing income disparities, compared 
with more than two-thirds in the other coun-
tries surveyed.

just the facts
Americans would rather talk about sex than 
about money, and they would much rather 
talk about money than class. Yet economic 
success is partly determined by the socioeco-
nomic circumstances of the family in which 
one is born. For example, 42 percent of the 
children of families in the bottom fifth of the 
distribution end up in the bottom fifth as 
adults – twice as many as would be expected 
by chance alone. And it’s no fun getting stuck 
in the lower rung: incomes in this group were 
not much higher in the late 1990s (below 
$40,300 in 2006 dollars) than they were in the 
late 1960s (below $33,800 in 2006 dollars). 

J u lia isa acs is a fellow, and isabel sawh i ll  is a 
senior fellow, at the brookings institution. 

PercePtions of Mobility and inequality in 27 countries

source: Brookings tabulations of data from the International Social Survey Program, 1998-2001 
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The data also show that rags-to-riches out-
comes are uncommon. Just 6 percent of poor 
Americans move from the bottom fifth to the 
top fifth of the income distribution (above 
$116,700 in 2006 dollars) in one generation. 
Individuals born to middle-income parents 
have decent prospects: 19 percent climb from 
the middle-fifth (between $48,800 and 
$65,100 in 2006 dollars) to the top fifth. But 
to paraphrase Billie Holiday, America still 
blesses the child that’s got his own: individu-
als whose parents were in the top fifth have a 
39 percent chance of staying there. 

America, then, is not a rigidly 
class-stratified society, but neither is 
it immune to the influences of class. 
As noted above, 42 percent of those 
born into the bottom fifth of the in-
come distribution stay put. Still, the 
remaining 58 percent move to a 
higher income quintile. Thus, there is 
significant mobility. The more-rele-
vant question is whether there should 
be even more mobility. 

These statistics do not tell us why 
mobility is less than perfectly ran-
dom, with each child throwing the 
metaphoric dice. Parents at the top 
may buy success for their children 
through their command of economic 
resources – access to good schools, 
safe neighborhoods and old-boy-net-
work job referrals. Or the underlying 
personal characteristics shared be-
tween successful parents and their children 
(like strong verbal or mathematical skills, a 
winning smile or a strong work ethic) may be 
at work. Or, more likely, both. Whatever the 
explanation, though, some relationship be-
tween the economic circumstances of parents 
and their children is inevitable. 

It is thus difficult to say whether the mo-
bility glass is half full or half empty. But one 

can ask how the American experience com-
pares with other affluent democracies. 

comparing countries
By this benchmark, America comes up short: 
there is less mobility from the bottom in the 
United States than in some other advanced 
countries. 

To make these comparisons, researchers 
used data on the earnings of sons compared 
to their fathers. In the United States, the pat-
tern is very similar to the more-comprehen-

sive mobility statistics presented above: 42 
percent of American sons whose fathers had 
earnings in the lowest quintile remained 
stuck at the bottom. In contrast, the compa-
rable percentages ranged from 25 to 30 per-
cent in Denmark, Finland, Sweden, Norway 
and the United Kingdom. What’s more, a 
slightly smaller fraction of American sons 
rise from the very bottom to the very top.

cHildren’s cHances of GettinG aHead or 
fallinG beHind, by Parents’ faMily incoMe
PercentaGe of cHildren WHo reacH incoMe GrouP as adults

parentS’ FaMilY inCoMe GroUp

source: PSID data tabulations of family income arranged over several years and reported 
in 2006 dollars
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Mobility patterns of middle- and upper-
income wage earners, however, were quite 
similar across the six countries. Middle-in-
come workers were fairly mobile in each na-
tion, and stickiness at the top of the earnings 
ladder was the rule. Some 35 to 37 percent of 
those whose fathers had high earnings ended 
up in the top fifth of the earnings distribution 
in most countries. 

Other comparative studies, moreover, tell 
much the same story, finding less mobility in 
the United States than in other rich countries, 
including Canada, Germany and to a lesser 
extent, France, as well as the Nordic countries. 
Poor Americans, then, do have some chance 

of moving up through hard work (and luck). 
But the idea that equality of opportunity is a 
distinctly American strength is a myth. 

comparing generations 
Comparisons of mobility across time face 
even more daunting data challenges than 
comparisons between countries. Many of the 
surveys do not go back far enough to track 
earlier generations. Moreover, we can’t know 
whether mobility has gone up or down in the 
last few decades because children born since 
the early 1980s are not yet old enough for us 
to track their adult careers. 

But we do know that relatively young 
workers are facing greater challenges than 
earlier generations. In the past, a growing 
economy ensured that each generation was 
better off than the previous one, creating an 
effective engine of upward mobility for many 
families. From 1947 to 1973, the typical fam-
ily’s income roughly doubled in real terms. 
Since 1973, however, growth in family in-
comes has averaged a relatively paltry 20 per-
cent. And all of that gain for families comes 
from the addition of second (almost always, 
women) earners. Men in their 30s actually 
earned less in real terms in 2004 than men in 
their fathers’ generation earned, on average, 
at the same age. 

With the rising economic tide plainly fail-
ing to carry all families, the issue of mobility 
becomes all the more important. Indeed, in 
the absence of robust and broadly shared 
growth, movement up the income ladder has 
become pretty much the only way to live bet-
ter than one’s parents. To be sure, mobility 
works both ways: in the absence of economic 
growth, for every family that moves up in the 
ranks, another must move down. Still, the 
chance to improve one’s lot matters to most 
people. And, in the eyes of some, an increase 
in relative mobility would help to offset the 

 perCentaGe oF Men wHoSe FatHerS were in tHe 
 BottoM FiFtH oF tHe earninGS diStriBUtion: 

 reMained in CliMBed CliMBed
 BottoM FiFtH one to to top
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Denmark	 25%	 61%	 14%
Finland	 28	 61	 11
Norway	 28	 60	 12
Sweden	 26	 63	 11
United Kingdom	 30	 57	 12
United States	 42	 50	 8

 perCentaGe oF Men wHoSe FatHerS were in tHe  
 top FiFtH oF tHe earninGS diStriBUtion:
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Denmark	 15%	 48%	 36%
Finland	 15	 50	 35
Norway	 15	 50	 35
Sweden	 16	 47	 37
United Kingdom	 11	 60	 30
United States	 10	 55	 36

Mobility outcoMes for Men WHose 
fatHers are at tHe bottoM and toP 
of tHe earninG distribution 

note: Sons in all six countries were born around 1958, and earnings 
of both fathers and sons were observed near age 40. Sons’ earnings 
are generally measured between 1992 and 2002. 
source: Jäntti et al., “American Exceptionalism in a New Light,” 
Discussion Paper 1938. Institute for the Study of Labor (Bonn, 
Germany), 2006. 
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near-stagnation and growing inequality of 
family incomes. 

Sadly, though, hopes that increased social 
fluidity have worked to counter the effects of 
slower growth and less-equal incomes are not 
supported by the evidence. Some researchers, 
among them Gary Solon of Michigan State, 
have concluded that the rate of relative mo-
bility has not changed significantly since the 
1970s. Others, including Bhaskar Ma-
zumder of the Federal Reserve Bank 
of Chicago, have actually found a de-
cline in mobility. Perhaps most trou-
bling, some research suggests that 
there is a link between a high degree 
of inequality in a society and low mo-
bility: if the rungs of the ladder are far 
apart, it may be harder to climb from 
one rung to another. One could also 
argue in this context that, with greater 
inequality, the prizes for success and 
the penalties for failure are bigger, 
making it even more important that 
the process determining where people 
end up is fair and open. 

comparing groups 
While the broad picture is important, 
what’s happening within subgroups 
defined by gender, race and country 
of birth may have more impact on social sta-
bility and the perception of social justice. 

We found very few differences in relative 
mobility by gender. For both men and women 
there is an additional source of upward mo-
bility beyond earning a good income – namely, 
marrying well. If women marry men whose 
economic prospects are similar to those of 
their own fathers, marriage becomes another 
vehicle, along with success in the labor mar-
ket, for transmitting economic status across 
generations. And the data show that both 
sons’ and daughters’ family incomes resemble 

that of their parents to a similar degree. 
In contrast, mobility differences between 

black and white families are striking. Some 54 
percent of blacks born to parents in the bot-
tom fifth of the income distribution re-
mained in the bottom fifth as adults, com-
pared to 31 percent of whites. Thus a 
disproportionate source of the stickiness at 
the bottom, the 42 percent of all low-income 

children who remain in the bottom fifth as 
adults, is largely driven by the experiences of 
African-American families. 

In addition, whereas 37 percent of the chil-
dren of white middle-income families moved 
up relative to their parents, only 17 percent of 
black children born to middle-income par-
ents moved up. More disturbing still, 45 per-
cent of black children whose parents were in 
the middle in the late 1960s ended up falling 
to the bottom fifth, compared to only 16 per-
cent of white children. 

If America has been seen as “the land of 
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opportunity,” one reason is because so many 
immigrants have been able to improve their 
lot by coming here. That’s still true. Although 
Mexican-born workers earn relatively low 
wages in the United States, they earn far more 
than they could back home. This reality is 
largely ignored in the mobility research re-
ported here because we lack data on immi-
grants’ parents. Yet immigrants are an impor-
tant part of the mobility story, with 1.5 
million immigrants entering the country le-
gally each year, and with most of them able to 
improve their economic status by doing so. 

Moreover, the children of immigrants are 
likely to do even better than their parents. 
George Borjas of Harvard compared first-
generation immigrants in 1970 to second-
generation immigrants in 2000 and found 
significant evidence of economic assimilation. 
Second-generation Americans tend to earn 
wages halfway between those of immigrants 
and those of the native-born. Thus, in con-
trast to the experience of lower-income na-
tive-born Americans – and especially African- 
Americans – immigrants find that America 
remains a land of economic opportunity. 

why family background matters
There is no country or period of history in 
which family background has not played a 
significant role in who gets ahead and who 
falls behind. Why is this relationship so strong? 

Three possible answers have been sug-
gested. One is biology: the children of suc-
cessful parents have a genetic advantage in 
traits ranging from intelligence to height to 
health. This view is rooted in the work of be-
havioral geneticists, who have studied the ex-
tent to which twins or siblings reared apart 
still share many of the same traits.

A second possibility is that more-success-
ful parents have the material resources to give 

their children everything from good schools 
and safe neighborhoods to good medical care 
and the downpayment for a first house. Al-
though there is a strong correlation between 
parental income and children’s success, econ-
omists have had difficulty separating the im-
pact of material resources from that of cul-
ture and genes. However, the research does 
suggest that once a family has enough money 
to secure the basic necessities, more income 
alone has only a modest impact on children’s 
prospects. 

A third possibility is that early home envi-
ronment and parenting practices play a large 
role in economic outcomes. The inference 
follows from data showing very large differ-
ences by socioeconomic status in the extent 
to which parents talk to their children, read to 
their children, and encourage their develop-
ment in other ways. A striking example is the 
fact that the vocabulary of a 5-year old from 
a professional family, on average, exceeds the 
vocabulary of an adult mother on welfare. 
More generally, research shows that, other cir-
cumstances equal, children generally fare bet-
ter when they are raised by well-educated 
parents in two-parent families, and when 
families are not suffering from economic 
misfortune or psychological stress.

Most likely all of these factors – genes, ma-
terial resources and home environment – play 
some role in the transmission of economic sta-
tus. But what about the ability of extra-family 
institutions – schools in particular – to com-
pensate for these family-based differences? 

where education fits
Education is the quintessential means of 
breaking the link between family background 
and a child’s prospects. But it often falls short, 
perpetuating economic status rather than 
compensating for disadvantages. The reasons 
are three-fold. First, the kindergarten to 12th 

e c o n o m i c  m o b i l i t y
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grade education system is simply not very 
strong; American students across the socio-
economic range perform poorly compared to 
students in other affluent countries. Colleges 
can repair the damage with remedial classes – 
but only for students who get that far. 

Second, because K-12 education is fi-
nanced largely at the state and local level, the 
funds devoted to it are closely linked to the 

wealth of the locality. For this (and other) 
reasons, poor children tend to go to lower-
quality schools than their middle- and upper- 
income peers do. Finally, access to a quality 
education at both the preschool and college 
level continues to depend heavily on family 
resources.

Preschool education. Skills beget skills, and 
each stage of education builds on capacities 
acquired earlier. Hence, the highest priority 
in education should be preparing very young 
children from poor families for formal school-
ing. Some intensive high-quality early-educa-
tion programs have generated impressive 
long-term results, as measured by rates of high 
school graduation and college attendance. 

But the catch here is the issue of quality: 
success depends on well-paid teachers, a high 
ratio of faculty to students, and (arguably) 
participation from a very early age. The quality 
of Head Start and other early-care arrange-
ments used by lower-income families is not as 
high as either the most successful demonstra-
tion programs or some of the programs avail-
able to more-affluent parents. 

State-financed preschools are now prolifer-
ating, typically serving 4-year-old children – 
though some states also enroll 3-year-olds. 
About two-thirds of children are served in 
public schools, but most states also finance 
private pre-kindergarten programs as well as 
child-care agencies and Head Start centers. 
Some programs are exclusively for low-in-
come children, while others are open to all. 

These more-universal programs are ex-
pensive because they cover the costs of chil-
dren whose parents would have sent them to 
preschool even without state financing. But 
they have obvious advantages in garnering 
public support. Still, the most important de-
terminants of success appear to be early inter-
vention and high program quality. Recent 
evaluations of state-sponsored preschools are 
showing very promising results, though none 
are as dramatic as those of the best model 
programs. 

elementary and secondary education. In 
contrast to most other countries, paying for 
education is largely a state and local responsi-
bility in the United States. Spending varies 
widely. New York, for example, allocated 
$11,000 per pupil in the 1999-2000 year, while 
Mississippi spent just $5,400. 

Although more money hardly guarantees 
more learning, it does allow schools to hire 
more-qualified teachers and to reduce class 
size – two concrete measures that have been 
shown to improve educational outcomes. And 
since poor states generally spend less than 

The highest priority in education should be preparing  
very young children from poor families for formal  

schooling. The most important determinants of success  

appear to be early intervention and high program quality.



26 The Milken Institute Review

richer ones, the disparities tend to reduce 
economic mobility. 

The federal No Child Left Behind law re-
quires states to establish standards, test what 
children learn, and make steady progress to-
ward achieving the standards. Although one 
goal is to reduce the test-score gap between 
children from more- and less-advantaged 
families, little has been accomplished on this 
front so far. 

One likely reason is that the standards are 
set at the state and not the national level. Ex-
perts, notably Diane Ravitch of New York 
University, have documented huge differ-
ences in math and reading proficiency as 
measured on state exams and proficiency 
measured on the National Assessment of Ed-
ucational Progress – the gold standard for 
such tests. States are under pressure to show 
progress, and the easiest way to do that is to 
set the bar low. But not requiring schools to 
meet higher standards is, in the long run, a 
problematic strategy if the goal is to promote 
economic mobility.

Research consistently shows that teaching 
quality is critical in determining outcomes. 
But good teachers are in short supply. Worse, 
good teachers are hard to identify before they 
enter the classroom. One alternative to tradi-
tional licensing requirements is to open the 
profession to a wider range of prospective 
teachers and to judge them on the learning 
gains they produce in students once they are 
in the classroom. 

The major public program designed to in-
crease educational opportunities for children 
from less-advantaged families is Title I of the 
Elementary and Secondary Education Act. 
But Title I money has not been well targeted 
to the children needing the most help or to 
the programs with a documented record of 
success. Indeed, it has become little more than 

an extra source of funds for hard-pressed 
school districts. It would be more effective to 
require states and local school districts to 
spend the money on carefully evaluated, suc-
cessful programs of basic instruction.

Another much-discussed, politically 
charged approach to improving education in 
general and the opportunities of low-income 
children in particular would be to increase 
choice (and competition) by offering school 
vouchers or expanding charter schools. But 
the evidence on the impact of choice is mixed; 
it would be premature to call for wholesale 
reform along these lines. 

higher education. Access to college has be-
come ever more critical to economic mobility. 
Yet disparities in college attendance by socio-
economic status are large and growing. Some 
82 percent of high school graduates from 
families in the highest income quartile enroll 
in college, compared to only 54 percent of 
those from the lowest income quartile. In the 
nation’s top-ranking 25 percent of colleges, 
74 percent of students are from the highest 
socioeconomic quartile, while only 3 percent 
are from the lowest quartile.

The quality and quantity gaps are, of 
course, related to differences in preparation. 
But better preparation alone would not elim-
inate the disparities unless more financial aid 
were available to less-affluent families. Gov-
ernment assistance has not kept pace with ris-
ing tuition, especially at private four-year col-
leges. And even at public institutions, demands 
on state budgets are beginning to crowd out 
spending on higher education. 

Two changes in higher-education policy 
should be considered. One is an increase in 
federal means-tested Pell grants, which re-
search suggests can increase college enroll-
ment among low-income youth. The other is 
a simplification of the process for applying 
for aid, along the lines suggested by Susan 

e c o n o m i c  m o b i l i t y
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Dynarski of Harvard in the third quarter 
2008 issue of the Milken Institute Review.

making the best of it
A host of factors – technological change, glo-
balization, immigration, tax cuts, waning 
union power, the rise of “winner-take-all” sal-
ary determination in industries ranging from 
entertainment to law – have all helped to in-
crease inequality in income and wealth. But 
the public has little stomach for reversing 
these trends. And in any case, the govern-
ment’s capacity to alter market outcomes 
without slowing economic growth is limited. 

Americans seem to care more about fair-
ness – equality of opportunity – than about 
equality of outcomes. But America doesn’t do 
particularly well on this score: class-ridden 

“old Europe” does better on critical measures 
of economic mobility. Boosting mobility, 
then, ought to be a high priority. 

There’s no magic bullet here – indeed, we 
don’t really understand the myriad cultural, 
technological and economic forces that influ-
ence mobility. But there is good reason to be-

lieve that education is one key. And, in any 
event, we know that the payoff for better edu-
cation is high by other measures, notably in 
raising labor productivity and buttressing 
public tolerance of diversity and public sup-
port for democratic institutions. 

That said, improving education is no easy 
matter – if it were, the job would have already 
been done. But we think that the biggest  
bang for a buck is in better-targeted pre-kin-
dergarten intervention. K-12 education would 
also benefit from a focus on national stan-
dards and more-equal funding of school dis-
tricts, as well as a more-pragmatic approach 
to rewarding teachers who deliver better re-
sults. By the same token, we know that while 
there are many reasons low-income students 
are less likely to go to college – and less likely 
to get the best education if they do go – put-
ting more scholarship money into their hands 
would make a big difference. 

Americans disagree about so much. It 
would be a pity if policymakers fumbled the 
opportunity to invest in the one arena in 
which there is a near-consensus. m


