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The Washington Center for Equitable Growth is a non-profit research and
grantmaking organization dedicated to advancing evidence-backed ideas and
policies that promote strong, stable, and broad-based economic growth.

Our fundamental questions have been whether and how economic inequality—
in all its forms—affects economic growth and stability, and what policymakers
can do about it.

We work to build a strong bridge between academics and policymakers

to ensure that research on equitable growth and inequality is relevant,
accessible, and informative to the policymaking process. And we have the
support and counsel of a steering committee that comprises leading scholars
and former government officials. Members have included Melody Barnes,
Alan Blinder, Raj Chetty, Janet Currie, Jason Furman, John Podesta,
Emmanuel Saez, and Robert Solow.

Since our founding in 2013, we have funded the work of more than 150 scholars
and built a broader network through our working papers series, events, and
convenings. By supporting research and bringing these scholars together to
exchange ideas, we have learned a great deal and advanced a broad range of
evidence-based policy approaches to addressing economic inequality and
delivering broad-based economic growth to communities and families.
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Key takeaways

Building on prior research, some new studies
demonstrate that there is a relationship between
high levels of inequality and low levels of absolute
mobility, or a child’s economic well-being
compared to their parents’ economic well-being
at a similar point in the life cycle.

New methodological innovations have engendered
a more comprehensive understanding of the
relationships between inequality and mobility. For
instance, examining racial inequality, the University
of California, Los Angeles’ Randall Akee and his
colleagues use unique linked data to demonstrate
the persistence of a calcified income structure

in which Black, American Indian, and Hispanic
individuals are persistently clustered at the lower
end of the income distribution, while White and
Asian Americans tend to be on the higher end!

This report continues to explore the ways
inequality affects mobility through the
development of human potential by updating
research pertaining to health, parental
investments of money and time in children, and in
the quality of education. In some of these areas,

there is cause for optimism. Parental time gaps,
for example, appear to have narrowed such that
low- and high-income parents now spend more
similar numbers of hours with their children on

a weekly basis than they did in decades past. But
other developments, such as unequal access to
flexible work arrangements such as working from
home, which is primarily available to high-income
parents, may undo some of this progress.

This report adds a new dimension, social capital,
which explores how social connectedness and
integration among socioeconomic classes may
improve relative mobility, or a child’s rank in the
economic distribution compared to the child’s
parents’ place in the distribution at a similar point
in the life cycle.

Regarding the deployment of human potential,
this report highlights several new research and
political economic developments. A tight U.S.
labor market and renewed labor organizing are
boosting workers’ wages and worker power, but
threats to reproductive rights are threatening
women’s labor force participation and incomes.


https://read.dukeupress.edu/demography/article-abstract/56/3/999/167998/Race-Matters-Income-Shares-Income-Inequality-and
https://hbr.org/2023/12/research-the-growing-inequality-of-who-gets-to-work-from-home
https://hbr.org/2023/12/research-the-growing-inequality-of-who-gets-to-work-from-home
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Introduction

Critical to the promise of the American dream is the expectation of
intergenerational mobility. Invoked in ubiquitous phrases such as “pulling oneself
up by the bootstraps,” “rags to riches,” and “self-made,” an enduring U.S. economic
story is that if someone works hard enough throughout their educational and
professional careers, they can reasonably expect to be better off than their
parents. What’s more, this idea—that individuals can control their economic
destinies through dint of hard work and by taking advantage of opportunities
presented to them—nhas traditionally informed approaches to economic mobility

by many policymakers and researchers alike.

In recent years, however, mounting evidence calls these approaches into question
on empirical and policy grounds, underscoring the need for a different framework.
In 2018, the Washington Center for Equitable Growth highlighted a different
framework, publishing its report, “Are today’s inequalities limiting tomorrow’s
opportunities?,” to review the landscape of research on economic mobility and
illuminate relevant literature, as well as further areas of exploration.

In the report, Elisabeth Jacobs (now at the Urban Institute) and Liz Hipple (now at
the U.S. congressional Joint Economic Committee) demonstrate that high levels
of inequality tend to be associated with low levels of economic mobility, and they
identify two major channels to make sense of this correlation: the development

of human potential and the deployment of human potential. The first channel
focuses on the role of resources during childhood that can help with acquiring
and cultivating human capital. In this section of their report, the co-authors look
at factors such as health, parental allocation of time and money, and education.
The second channel focuses on the structural factors that can enable or hinder
individuals from utilizing their potential. The co-authors identify three major
structural factors in this section of their report, including changes to labor market,
persistent discrimination, and the longstanding impacts of parental balance sheets.


https://equitablegrowth.org/research-paper/are-todays-inequalities-limiting-tomorrows-opportunities/?longform=true#does_high_inequality_today_mean_low_mobility_tomorrow%3F
https://equitablegrowth.org/research-paper/are-todays-inequalities-limiting-tomorrows-opportunities/?longform=true#does_high_inequality_today_mean_low_mobility_tomorrow%3F

Washington Center for Equitable Growth | equitablegrowth.org

Since the publication of Equitable Growth’s 2018 report, new research and new
political economic circumstances continue to shed light on mobility, providing
depth to the framework outlined above. For instance, developments in research
since 2018 continue to confirm the importance of the deployment channel, linking
intergenerational mobility to structural factors such as racial and gender inequities.
The COVID-19 recession in 2020 and subsequent recovery also revealed important
pathways related to human potential and economic outcomes, including care
policies, access to Unemployment Insurance and other income supports, and the
effects of the U.S. wage distribution.

The purpose of this report is to provide an update on the state of mobility
research. It will not go into details regarding context for definitions and metrics;
section two of the 2018 report provides this context, which remains relevant for
this report. To avoid confusion, all designations used in the following research,
including racial and ethnic groups, reflect the exact designations used in the
research and survey data itself:3

In what follows, this report summarizes relevant research findings from the 2018
report and then highlights new research to help further our understanding of
intergenerational mobility in the United States. We use a parallel structure to the
2018 report, looking first at the development of human potential channel and then
at the deployment of human potential channel.

But first, we turn to a summary of the 2018 report findings and how the research
landscape since then has changed to improve our understanding of mobility in the
United States.


https://equitablegrowth.org/research-paper/are-todays-inequalities-limiting-tomorrows-opportunities/?longform=true#definitions_and_metrics
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Does high inequality
today mean low mobility
tomorrows

In our 2018 report, we shared research on how economic inequality impedes
opportunity, making it very difficult for hard-working individuals and families to
thrive and experience upward mobility in the United States.

One such study was City University of New York economist Miles Corak’s 2013
research on the relationships between economic inequality and intergenerational
mobility. Corak looks at children born in the 1960s and their adult outcomes

in the 1990s across the world’s advanced economies and finds that countries
with low income inequality (measured by the Gini coefficient for disposable
household incomes) have higher rates of economic mobility (measured by
intergenerational earnings elasticity, or the stickiness of the relationship
between a parent and their child’s incomes). The Great Gatsby Curve, a term
coined by the late Princeton University economist Alan Krueger, describes the

high inequality/low mobility relationship.

Similarly, when Harvard University economist Raj Chetty and his team decomposed
the contribution of inequality and growth to decreasing intergenerational mobility
in the United States, they found that about two-thirds of the decline between 1950
and 1980 is attributable to the highly unequal distribution of growth experienced

by later cohorts.>

There are still gaps, however, in our understand of how inequality and mobility
are related. The work of Harvard University sociologist Deirdre Bloome reveals
that there is little relationship between the two across U.S. states, suggesting that
national factors are important.® Bloome’s work points to gaps in knowledge about
the mechanisms that link rising inequality to decreasing mobility.



https://www.jstor.org/stable/41955546
https://www.jstor.org/stable/41955546
https://www.nber.org/system/files/working_papers/w24441/w24441.pdf
https://doi.org/10.1093/sf/sou092
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Newer research updates notions of what drives
U.S. mobility

In the years since our 2018 report was published, large administrative datasets
have enabled researchers to gain a more comprehensive picture of the
relationship between inequality and intergenerational mobility in the United States.
There is still much to be learned about the relationship between inequality and
intergenerational mobility, but recent research has started to uncover some of the
mechanisms through which inequality may decrease mobility.

In 2019, for instance, economist Randall Akee of University California, Los
Angeles, and the U.S Census Bureau’s Maggie Jones and Sonya Porter employed
a new research strategy to analyze the trend of increased income inequality
and decreased mobility by examining differences between and within racial and
ethnic groups. Using administrative tax data linked to Census Bureau data on
race, the authors find significant income stratification by race and a generally
fixed income distribution.

Specifically, in the period from 2000 to 2014, all the groups the co-authors
examined experienced higher levels of intra-group inequality. White and Asian
Americans experienced the highest levels of intra-group inequality and the lowest
levels of intra-group mobility. The opposite was true for Black, American Indian,
and Hispanic Americans, where there was low intra-group inequality and high
intra-group mobility. Yet the co-authors find that the latter groups have the lowest
levels of intergroup, or overall, mobility and the highest probability of downward
mobility, relative to White and Asian Americans. This results in a calcified income
structure in which Black, American Indian, and Hispanic individuals are persistently
clustered at the lower end of the income distribution, and White and Asian
Americans tend to be on the higher end”

New research in psychology and sociology also is shedding light on the relationship
between inequality and mobility in the United States. For instance, psychologist
Alexander Browman of the College of Holy Cross and his colleagues find that the
perception of inequality can itself harm mobility prospects because experiencing
and witnessing economic inequalities can decrease the likelihood of young people
taking actions linked to economic success.® The authors note several studies
demonstrating that when people see evidence that society is unequal, their belief
in upward mobility declines. They also show that students, particularly low-income
students, demonstrate increased persistence in academic settings when shown
evidence that mobility is likely. Browman and his colleagues underscore that low-
income students must believe that opportunities offered to them are valuable and
worth pursuing in order to actually pursue them.



https://read.dukeupress.edu/demography/article-abstract/56/3/999/167998/Race-Matters-Income-Shares-Income-Inequality-and
https://www.nature.com/articles/s41562-018-0523-0
https://www.nature.com/articles/s41562-018-0523-0
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Similarly, in a recent major literature review on the Great Gatsby Curve, sociologist
Thomas DiPrete of Columbia University concludes that the structural forces
driving increased inequality are simultaneously lowering absolute mobility, with
lower average rates of income growth in the bottom goth percentile of the
income distribution resulting in lower mobility rates.

Yet DiPrete finds that research regarding inequality’s impact on relative mobility is
less clear due to a combination of factors, including weaker relative mobility trends
and multiple countervailing forces, such as those described in Bloome’s research
mentioned above. Nevertheless, it is clear that understanding the effect inequality
has on mobility requires close attention to social and institutional structures, not
just human capital development.®
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How does economic
inequality limit the
development of
human potential?

All individuals are born with a certain amount of human potential. Yet the degree
to which it is realized is dependent upon family, community, institutional factors,
and myriad other structural barriers. The ways in which these barriers intersect
and compound ultimately impacts intergenerational mobility.

Traditional approaches to understanding intergenerational economic mobility
focus on the ways in which inequalities in opportunity during an individual’s
childhood shape that person’s economic outcomes. In our 2018 report, however,
we put forth a more expansive notion of potential by sharing research from three
key channels—health, parental investments of time and money, and education—
which show that the development of human potential begins before birth and how
the connection between economic inequality and mobility builds over the course
of an individual’s lifetime. Newer research backs up this framework and highlights
new factors, such as social capital.

What follows are the key takeaways from our previous report, as well as more
recent findings, in what the research argues are the essential channels that affect
the development of human potential and, in turn, impact upward mobility in the
United States.
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Health

In our previous report, we highlighted a growing body of research demonstrating
the links between economic inequality and health inequities. Of particular
importance is prenatal health. Similar to other aspects of health, the distribution of
prenatal health varies considerably by income, and a wide array of studies reviewed
in the previous report concluded that the in utero period critically impacts the
economic outcomes of an individual’s life.

Newer research examines the role expanding health insurance coverage plays in
improving health and economic outcomes. Health insurance coverage improves
both the quality of care that people receive and their health outcomes, so
expanding health insurance coverage can contribute to economic mobility by
improving health outcomes for mothers and children. The implementation of
the Affordable Care Act in 2014 has helped reduce uninsured rates, particularly
among people of color and other marginalized groups. Yet racial disparities in
uninsurance persist.

In 2021, the uninsured rate for White people was 7 percent, compared to 19
percent and 11 percent for Hispanic and Black people, respectively, whereas in
2010, the uninsured rate among White people was 13 percent, compared to 33
percent and 20 percent for Hispanic and Black people, respectively.© And that
progress has continued. According to a U.S. Department of Health and Human
Services report, the national uninsured rate was at an all-time low of 7.7 percent
in early 2023."

Access to appropriate care is critical, especially during and after pregnancy. Yet
stark disparities in maternal and infant outcomes continue to persist in the United
States, despite notable increases in insurance coverage and medical advancements.
Indeed, according to a 2022 Kaiser Family Foundation report, in comparison to

White women, Black, American Indian/Alaska Native, and Native Hawaiian and
Pacific Islanders have higher shares of not only preterm and low birthweight births
but also births in which they receive delayed or no prenatal care at all.”

This is all the more troubling when considering that maternal mortality—the death
of a woman while pregnant or 42 days after childbirth not due to accidental or
incidental reasons—is increasing in the United States across age and racial groups.
(See Figure 1.)


https://www.kff.org/racial-equity-and-health-policy/issue-brief/disparities-in-health-and-health-care-5-key-question-and-answers/
https://www.hhs.gov/about/news/2023/08/03/new-hhs-report-shows-national-uninsured-rate-reached-all-time-low-2023-after-record-breaking-aca-enrollment-period.html
https://www.hhs.gov/about/news/2023/08/03/new-hhs-report-shows-national-uninsured-rate-reached-all-time-low-2023-after-record-breaking-aca-enrollment-period.html
https://www.kff.org/racial-equity-and-health-policy/issue-brief/disparities-in-health-and-health-care-5-key-question-and-answers/
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Maternal mortality rose for all race and ethnic groups during
the COVID-19 pandemic

Deaths per 100,000 live births in the United States, by year and race or
ethnicity

Total

Non-Hispanic
Black

Non-Hispanic
White

Hispanic

75

This increase in maternal mortality is due in part to the COVID-19 pandemic but
also is influenced by other factors, including women getting pregnant at older ages
and the rise of chronic health conditions.® As Figure 1 shows, Black women are at
a much greater risk of maternal mortality, and while there are multiple reasons
why, including the ones just listed, a major factor unique to Black women is what
medical professionals refer to as “allostatic load,” or the physiological effects of
chronic stress, such as that caused by systemic racism and poverty, which, over

time, makes one age more quickly.

Relatedly, there is growing appreciation among researchers that mental health,

in addition to physical health, is a threat to children’s mobility prospects. A 2019
Brookings Institution report pulled together decades of research to make the case
that maternal depression has important consequences for economic mobility.
Maternal depression is about twice as common in families with incomes below
the federal poverty line, compared to those with incomes that are twice the
federal poverty line or greater. Research also shows that the children of depressed
mothers exhibit slower cognitive development, which, in turn, damages their

economic mobility prospects.s

As there is a well-established link between parental health, child well-being, and
life outcomes, reducing health inequities—including but going beyond expanding
health insurance coverage—is critical for improved economic mobility.

10

FIGURE 1

Source: National Center for Health Statistics,
National Vital Statistics System, Mortality


https://www.cdc.gov/nchs/data/hestat/maternal-mortality/2021/maternal-mortality-rates-2021.htm#ref1
https://www.yalemedicine.org/news/maternal-mortality-on-the-rise
https://www.brookings.edu/wp-content/uploads/2019/01/ES_20190131_Reeves_Maternal_Depression2.pdf
https://www.brookings.edu/wp-content/uploads/2019/01/ES_20190131_Reeves_Maternal_Depression2.pdf
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Parental investments of money and time

Money is one way that parents support their children that we detailed in

our previous report. A 2014 study by Georgetown University’s Bradley, for
example, finds that income volatility experienced in childhood affects both
their educational attainment and household income as adults. And research
continues to underscore the compounding impact on children who grow up in
low-income households.

In 2021, Kerris Cooper and Kitty Stewart of the London School of Economics
conducted a literature review of 54 peer-reviewed studies to understand the

evidence proving the causal relationship between household financial resources
and children’s health, cognitive, and socio-behavioral outcomes.” They find that
“children from low-income households do worse in life in part because of low-
income,” and that most of the evidence in the studies they review confirms that
children’s cognitive and schooling outcomes in particular are hurt as a result of
having little income. Cooper and Stewart also find that income levels in the period
before birth is especially important for a child’s health outcomes.

In addition to income, wealth levels also have been found to impact human capital
development. Parents’ savings and wealth affect the ways in which they can invest
in their children’s potential, particularly in terms of educational opportunity. In the
United States, purchasing a home in a high-performing school district is one of the
most common ways that parents invest in their children’s potential® Parental wealth

similarly plays an important role in their children’s enrollment in and completion of
postsecondary education. Studies find that young adults in the top income quartile

receive nearly three times as much financial support for postsecondary education
from their parents as those in the bottom half of the income distribution.”

Recent research backs up the importance of wealth—and the vast racial disparities
that persist in the United States. In their 2021 study, public policy professors
Christina Gibson-Davis at Duke University and Heather D. Hill at the University

of Washington analyze data from the Federal Reserve Board’s 2019 Survey of
Consumer Finances and find that the top 10 percent of wealthiest households with
children account for more than 8o percent of all wealth among all households with
children. Compared to households with White children, which have median wealth
levels of close to $64,000, the authors find that households with Black children
have a median wealth of $808 (or 1 cent for every dollar in households with White
children), and that households with Hispanic children have a median wealth of
$3,175 (or 5 cents for every dollar in households with White children).

1


https://doi.org/10.1007/s12187-020-09782-0
https://www.diw.de/documents/publikationen/73/diw_01.c.411432.de/diw_sp0500.pdf
http://chicago.universitypressscholarship.com/view/10.7208/chicago/9780226748924.001.0001/upso-9780226748894-chapter-12
https://doi.org/10.7758/rsf.2021.7.3.01
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Gibson-Davis and Hill’s analysis also finds that stark racial wealth differences across
households with children persist after adjusting for parent education levels. Black
and Hispanic households where a parent has a bachelor’s degree hold only $400 in
additional wealth, on average, compared to White households where parents have
a high school diploma or less. (See Figure 2.)

Wealth, rather than income, has far more of an impact on academic and behavioral
development of children from early childhood through adolescence, with very
significant differences between low-wealth and high-wealth households.> After
controlling for income differences and other family characteristics, studies find
that children raised in low-wealth households score lower on reading and math
assessments and experience more behavioral problems and psychological stress
than children raised in wealthier households.

Another way that parents support their children is time. In our previous report,

we summarized how parents’ socioeconomic status dictates how much and what
kind of time they spend with their children. Mothers with a college education tend
to spend more time with their children, aiding their cognitive development, when
compared to mothers with lower levels of educational attainment.?? Unpredictable
work schedules, night-shift work, and lower education levels are some of the major
reasons why low-income parents are unable to invest time in their children in the
same ways that high-income families do.

FIGURE 2
Racial gaps in income and net worth are large even at similar e ot b o
H ource: ristina Gibson-David an
IEVEIS Df EdUCUtIDn Heather D. Hill, “Childhood Wealth Inequality

U.S. income and net worth in 2019, by education and race in the United States: Implications for Social
Stratification and Well-Being,” The Russel Sage
Foundation Journal of the Social Sciences
Net worth 7 (3) (2021):1-26, available at
https:/doi.org/10.7758/rsf.2021.7.3.01.
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https://doi.org/10.7758/rsf.2021.7.3.07
https://doi.org/10.1257/jep.22.3.23
https://doi.org/10.7758/rsf.2021.7.3.01
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Yet new research suggests that time-investment gaps between low-income and
high-income parents have narrowed over the past several decades. In their 2023
literature review, public policy professor Ariel Kalil of the University of Chicago and
her colleagues highlight that between 1988 and 2012, book ownership and library
visits among low-income parents and children increased, and parental engagement
differences between high-income and low-income parents fell from 8 hours per
week to 3 hours per week by the late 2010s.3

Utilizing data from the National Household Education Survey, Kalil and her colleagues
find that between 1979 and 2019, high-income parents attended school events at
twice the rate of low-income parents. Yet they also find this gap narrows significantly
by 2019 due to high-income parents attending fewer events while low-income
parents attended these events at consistent rates to previous years. Low-income
parents’ attendance at parent-teacher association meetings also increased over this
time, which helped close the time gap between them and high-income parents.

During the COVID-19 pandemic, the prevalence of teleworking and work-from-
home arrangements rose dramatically. According to a Pew Research Center poll
from March 2023, more than a third of workers in the United States who are able to
telework are now doing so full time.* As the early days of the pandemic illustrated,
there are stark differences in who is afforded the safety and privilege to work from
home, and these inequalities continue to grow. A recent study by Harvard Business
Review showed that remote work arrangements are far more likely for higher-
income positions than low-income ones, with more than 30 percent of jobs with
salaries around $200,000 offering some level of remote work.»

More research is needed to determine whether the growing rise in work-from-
home arrangements for high-income individuals will make the class gap in parental
time—and subsequently child outcomes—worse.


https://doi.org/10.1177/23328584231163862
https://doi.org/10.1177/23328584231163862
https://www.pewresearch.org/short-reads/2023/03/30/about-a-third-of-us-workers-who-can-work-from-home-do-so-all-the-time/
https://www.pewresearch.org/short-reads/2023/03/30/about-a-third-of-us-workers-who-can-work-from-home-do-so-all-the-time/
https://hbr.org/2023/12/research-the-growing-inequality-of-who-gets-to-work-from-home
https://hbr.org/2023/12/research-the-growing-inequality-of-who-gets-to-work-from-home
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Education

In our previous report, we highlighted the nuanced ways educational inequities
have played a role in shaping intergenerational mobility. In fact, inequities at each
level of education have their own attendant roles in an individual’s life cycle.
Research demonstrates, for example, that substantial inequities exist in U.S.

families’ abilities to invest in high-quality early child care—a critical time in a child’s
early cognitive development—with higher-income families able to afford higher
quality care centers.* Studies also find that high-quality universal pre-Kindergarten
for children ages 3 and 4 enhances human capital outcomes for all children,
especially children from low-income families.””

Between Kindergarten and 12th grade, academic achievement gaps by income
persist, and at least part of this gap is driven by the differential growth in cognitive
skills for advantaged children, compared to disadvantaged children.?® And once in
college, high-income students tend to be more prepared and, due to factors such

as legacy admissions and athletic recruitment, are also admitted to elite schools at
far higher rates than lower income students.”

Recent research confirms the relationship between income and educational
achievement, and thus upward mobility. In 2019, the Georgetown University Center
on Education and the Workforce published a comprehensive report, in which it

demonstrates the falsity of the commonly held belief that education is a great
equalizer and the key pathway to achieving the American Dream.3°

The researchers find that if high-achieving Kindergarteners were from poor families,
they were less likely to fully actualize their potential as they got older, due to the
absence of protections that parents of higher socioeconomic status can offer to
their children. Conversely, the researchers find, Kindergarteners who are struggling
academically but are from higher socioeconomic backgrounds will often still receive
support, complete college, and secure a well-paying job as a young adult.

As the authors write, this “gap doesn’t exist because affluent children are smarter
than poor children—it’s because income and social status provide access to
environments that allow children to develop to their full potential, all but ensuring
their success.”" Indeed, they continue, “the highest-SES (socioeconomic status)
students with bottom-half math scores are more likely to complete a college
degree than the lowest-SES students with top-half math scores.” The impact of
families’ low socioeconomic statuses follows their children into young adulthood
and varies significantly by race, with Hispanic and Black children from low
socioeconomic status backgrounds struggling the most. (See Figure 3.)

14


https://doi.org/10.2307/1131397
https://www.nber.org/papers/w23215
https://cepa.stanford.edu/sites/default/files/reardon%20whither%20opportunity%20-%20chapter%205.pdf
https://www.brookings.edu/books/dream-hoarders/
https://cew.georgetown.edu/wp-content/uploads/FR-Born_to_win-schooled_to_lose.pdf
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FIGURE 3
White and Asian American children in the bottom half of socioeconomic o
status are more likely to move up than their peers of color Source: Georgetown University Center on
, . ) - Education and the Workforce, “Born to win,
Socioeconomic status 10 years later among 10th graders who grow up in families below schooled to lose” (2019), available at https:/
median socioeconomic status in the United States, by race, as of 2002 cew.georgetown.edu/wp-content/uploads/FR-

Born_to_win-schooled_to_lose.pdf
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What happens between childhood and adulthood to cement this reduced
mobility? In 2023, Harvard’s Chetty and his colleagues look at college admission
data and post-college outcomes, and find that graduates from Ivy-plus schools
(those in the Ivy League, plus Stanford University, the Massachusetts Institute of
Technology, Duke University, and the University of Chicago) disproportionately
hold the highest-income jobs in the United States.3* Controlling for SAT and ACT
scores, they find that these schools admit students from high-income families

at more than double the rate they admit students from low- or middle-income
families. Another study by Chetty and his co-authors in 2020, which looks at

the 1980 to 1982 Harvard cohorts, finds that more than 70 percent of students
enrolled came from household incomes of $111,000 or higher, whereas only 3
percent were from families with household incomes below $25,000.3

Nonacademic criteria, such as legacy status, extracurricular activities, and athletic
recruitment, play a big role in these higher admission rates for better-off students,
even though they are not associated with post-college outcomes. Chetty and his
colleagues find in their 2020 study that students with legacy status are no more
likely to get admitted to other Ivy-plus schools than their peers who do not have
legacy status, which means that their increased likelihood of getting accepted to the
school they ultimately attend is due to parent association, not stronger credentials.


https://opportunityinsights.org/paper/collegeadmissions/
https://opportunityinsights.org/paper/collegeadmissions/
https://doi.org/10.1093/qje/qjaa005
https://cew.georgetown.edu/wp-content/uploads/FR-Born_to_win-schooled_to_lose.pdf
https://cew.georgetown.edu/wp-content/uploads/FR-Born_to_win-schooled_to_lose.pdf
https://cew.georgetown.edu/wp-content/uploads/FR-Born_to_win-schooled_to_lose.pdf
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Ivy-plus schools also tend to rank students from high-income families higher on
extracurricular activities than they do low- or middle-income students. Given that
students from higher income backgrounds are likely to go to private high schools
or have greater means to participate in extracurricular activities, these findings
demonstrate how lack of access to resources and attention in childhood—
coupled with income discrimination during the college admission process—hinder
intergenerational mobility. Chetty and his colleagues conclude that “income-
neutral allocations of students to colleges (conditional on test scores) would itself
reduce the intergenerational persistence of income by 15 percent.”s

Social capital

A new area of focus in mobility research in the realm of developing human
potential is the role of social connections. Sociologists have long pointed to social
capital as an important determinant of mobility, of which social connections are
one part. Chetty and others from Harvard’s Opportunity Insights analyzed 21 billion
friendships on Facebook to determine the level of cross-class friending across the
United States. Unsurprisingly, they find that friend groups are often segregated by
income. They also find that in areas of the country where low-income individuals
have more high-income friends, mobility is higher, leading them to conclude that
having high-income friends appears to help low-income individuals develop the
social capital that helps them escape poverty.

In fact, the researchers report that the level of cross-class friendship in

a community is a more powerful predictor of mobility than any other
community feature studied. They then examine two determinants of cross-class
connectedness: exposure to people of other classes and “friending bias,” which
measures the extent to which high- or low-income individuals have a preference
for friends within their own class. These two factors are about equally important
in determining the level of cross-class friendship in the United States overall, but
their relative importance varies considerably across the country. For instance,

In New York county, which encompasses Manhattan, they find high levels of

exposure to people of different classes, but also high levels of friending bias,
resulting in only middling levels of connectedness overall.®


https://www.nature.com/articles/s41586-022-04996-4
https://www.nature.com/articles/s41586-022-04997-3
https://www.nature.com/articles/s41586-022-04997-3

How does economic
inequality limit

the deployment of
human potential?

An inclusive economy is only possible if individuals can develop their potential and
contribute their talents. Unfortunately, too many barriers stand in the way of many
individuals in the United States maximizing their full potential.

Below, we look at two key roadblocks to opportunity that were discussed in our
2018 report: structural changes to the U.S. labor market and persistent racial,
ethnic, and sexual discrimination. We then turn to newer areas of research into
barriers to mobility in the United States: reproductive rights and the labor market
and Unemployment Insurance discrimination during the COVID-19 pandemic.

Changes to the U.S. labor market

Our previous report specifically looked at two new developments in the

U.S. labor market, fissuring and job ladders, both of which have significantly
contributed to lower mobility. Fissuring, or the outsourcing of various functions,
such as a firm outsourcing janitorial functions to a contractor, complicates
employer-employee relationships by making them far less straightforward than
they had been previously.
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Moreover, broken job ladders contribute to the ineffective development of human
potential—which, as we described above, is critical for an inclusive economy.
When taken together, our previous report concluded that these phenomena have
contributed to reducing mobility by eroding benefits and making it harder for
workers to progress to better jobs.

In recent years, more economists have begun to recognize the role that
monopsony—broadly described as firms’ power to set wages—plays for numerous
economic outcomes, including wage suppression and markdowns, or the gap
between the value workers generate for the firm and their actual wages. Two
recent studies illuminate the ways in which increased monopsony power might be
linked to depressed economic mobility.

In a 2022 Equitable Growth working paper, economists Gregor Schubert of
the University of California, Los Angeles, Anna Stansbury of the Massachusetts
Institute of Technology, and Bledi Taska of Lightcast find that increasing

employer concentration—a measure of monopsony power—can lead to a 2
percent to 7 percent decrease in wages for approximately 10 percent of the U.S
workforce3® And a 2020 Equitable Growth working paper by economists Anna
Sokolova and Todd Sorensen at the University of Nevada, Reno performs a meta-
analysis examining all available research at the time, finding that, depending on
the method of study used, U.S. employers have the power to mark down wages
between 7 percent and 58 percent.®®

Taken together, this new research on monopsony suggests labor market structures
related to employer power and wage-setting may provide further areas of inquiry
for mobility research. This is especially true as it relates to how earnings may

be suppressed for certain workers over the course of a lifetime, compared to
previous generations.

A significant reason monopsony and its consequences are possible today is that
U.S. workers’ bargaining power is at historic lows. Since the 1980s, union density
began to precipitously decline and has yet to recover. As power shifted away from
workers and toward firms that were able to concentrate their power to set—and
suppress—wages, inequality and mobility trends worsened.

Research shows, for example, that when U.S. union density was at its highest, from
1940 to 1970, organized labor represented a greater share of workers of color and
workers with lower levels of education—who have historically been clustered in
low-wage jobs—raising their wages and narrowing the gap between incomes at
the top and the bottom of the income ladder.° But as union membership rates
subsequently declined and the composition of unions changed, the equalizing
effect of organized labor became less powerful. (See Figure 4.)


https://equitablegrowth.org/a-primer-on-monopsony-power-its-causes-consequences-and-implications-for-u-s-workers-and-economic-growth/
https://equitablegrowth.org/working-papers/employer-concentration-and-outside-options/
https://equitablegrowth.org/working-papers/monopsony-in-labor-markets-a-meta-analysis/
https://equitablegrowth.org/factsheet-u-s-occupational-segregation-by-race-ethnicity-and-gender/
https://equitablegrowth.org/factsheet-u-s-occupational-segregation-by-race-ethnicity-and-gender/
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Historically, there has been an inverse relationship between union
density and income inequality in the United States

U.S. union density and share of national income going to the top 10 percent of earners,
1930-2016
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This trend of lower unionization rates across the U.S. labor force had deleterious
effects on racial and gender inequality. One study finds that the decline in union
membership explains 13 percent to 30 percent of the Black-White weekly wage gap
among women.#

Yet there are signs of a resurgence in labor organizing. In 2023, for instance,

there were more than 400 strikes—the most of any year since 2000, according

to data collected by the Labor Action Tracker, a collaboration between Cornell
University’s Industrial and Labor Relations School and the University of Illinois’
Labor and Employment Relations School.# Work stoppages in 2023 involved more
than 450,000 workers, the second-most stoppages since 1986, according to a Pew
Research Center analysis of data from the U.S. Bureau of Labor Statistics.®

These labor gains have nevertheless been met with predictable pushback,
including a multipronged lawsuit filed by large corporations, such as Amazon.com
Inc., SpaceX, and Trader Joes. These firms argue that the National Labor Relations
Board—the federal agency that protects the rights of private-sector workers to
join unions—is unconstitutional.*

Other recent labor market developments include positive wage trends in the
post-pandemic economy. In their 2023 study, economists Arindrajit Dube of
the University of Massachusetts Amherst, David Autor of the Massachusetts
Institute of Technology, and Annie McGrew of UMass Amherst find that labor
market tightness during the recovery from the COVID-19 recession led to wage
compression, with workers at the bottom and in the middle of the U.S. income
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FIGURE 4

Source: For union density series from 1930-
1978, see U.S. Bureau of Labor Statistics,
“Handbook of Labor Statistics: Bulletin of
the United States Bureau of Labor Statistics,
No. 2017” (1980); for union density series
from 1973-2016, see Barry Hirsch and

David Macpherson, “Union Membership

and Coverage Database from the Current
Population Survey: Note,” Industrial and Labor
Relations Review 56 [2] [2003] [updated
annually at unionstats.com]; for share of
income going to top 10 percent, see Gabriel
Zucman, “Distributional National Accounts,”
appendix table II: distributional series.


https://www.journals.uchicago.edu/doi/abs/10.1086/663673?journalCode=ajs
https://striketracker.ilr.cornell.edu/
https://www.pewresearch.org/short-reads/2024/01/04/2023-saw-some-of-the-biggest-hardest-fought-labor-disputes-in-recent-decades/
https://www.pewresearch.org/short-reads/2024/01/04/2023-saw-some-of-the-biggest-hardest-fought-labor-disputes-in-recent-decades/
https://news.bloomberglaw.com/daily-labor-report/amazon-joins-spacex-trader-joes-in-challenging-us-labor-board
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distribution having the highest wage growth in 2023.4 Dube and his co-authors
find that wages grew for workers in the middle quintile by nearly 4 percent over
the course of 2023 (adjusted for inflation), whereas in 2019, the median inflation-

adjusted wage grew by just 1 percent over the prior year.4

Indeed, the wages of production and nonsupervisory workers—a category that
includes most low- and middle-income workers and represents about 8o percent
of the workforce—have kept up with, and even exceeded, pre-pandemic trends.
(See Figure 5.)

Persistent gender, racial, and ethnic
discrimination

Our previous report detailed how race and gender are intertwined with economic
status in ways that hinder the full deployment of human potential in the United
States. Women’s labor force participation and earnings have increased over the
decades, which means women today are making more than their mothers. Yet
compared to their male peers, women are still underpaid. At the time of our
previous report in 2018, the gender pay gap stood at about 80.5 percent, which
cost the average female worker more than $400,000 in lifetime earnings, relative
to a similarly situated male worker.


https://www.nber.org/papers/w31010

U.S. economic mobility trends and outcomes: A research update 21

Recent research shows that women continue to face discrimination in the labor
market, despite increases in educational attainment. According to a 2023 Pew
Research Center report, the gender pay gap in the United States has minimally
closed over the past two decades. In 2002, women earned 8o cents for every
dollar earned by men. By 2022, this had increased by only two cents, to 82 cents
for every dollar earned by men. Despite women completing college at a higher rate
than men, gender disparities in wages persist and are comparable between men
and women who have a college degree and men and women who don’t.#’

It is also significant that women ages 25 to 34 may begin their careers with
earnings parity, but studies show the gap in earnings widens as they get older,
with their pay dropping most sharply between ages of 35 and 44.% This is the
age bracket at which most women (66 percent) have at least one child at home.
In addition to pay inequity, women continue to face sexual discrimination and

occupational segregation.#

Our previous report also highlighted how racial and ethnic discrimination also
impacts the earnings and career trajectories of both men and women workers
of color. Researchers have demonstrated how this discrimination begins with the
job application process, such as when resumes with “White sounding” names
are selected by employers for a call-back much more than resumes with “Black-

sounding” names.>°

Researchers continue to document systemic discrimination against workers of
color, with especially negative consequences for women of color. In her research
on discrimination, City University of New York economist Michelle Holder notes
that Black women face a reinforcing confluence of a gender wage gap and a
racial wage gap—or what she terms a “double gap”—that results in $50 billion of
involuntarily forfeited wages annually.

A 2022 working paper for the Equitable Growth Working Paper series by
economist Ellora Derenoncourt of Princeton University explores the persistence
of systemic discrimination against Black Americans. She first constructed a
novel database to analyze the impact of Black Americans’ Great Migration out
of the South in the early to mid-20th century on the future generations of these
migrants. She then finds that the gains accrued by the first generation of Black
Americans during the Great Migration dissipated with future generations. By the
third generation, she finds that Black Americans whose grandparents migrated
from the South to the North in the early 2oth century have the same or worse

economic outcomes as Black Americans whose grandparents did not move away
from the South.


https://www.pewresearch.org/social-trends/2023/03/01/the-enduring-grip-of-the-gender-pay-gap/
https://www.pewresearch.org/social-trends/2023/03/01/the-enduring-grip-of-the-gender-pay-gap/
https://www.umass.edu/employmentequity/sites/default/files/Center%20for%20Employment%20Equity%20Employer%E2%80%99s%20Responses%20to%20Sexual%20Harassment%20Charges.pdf
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1533-8525.2003.tb02389.x
https://www.aeaweb.org/articles?id=10.1257/0002828042002561
https://www.aeaweb.org/articles?id=10.1257/0002828042002561
https://rooseveltinstitute.org/publications/the-double-gap-and-the-bottom-line-african-american-womens-wage-gap-and-corporate-profits/
https://equitablegrowth.org/is-moving-to-a-new-place-key-to-upward-mobility-for-u-s-workers-and-their-families%EF%BF%BC/
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Derenoncourt explains that this erosion is due, at least in part, to the backlash in
Northern cities to the Great Migration, where segregation was entrenched through
White flight to the suburbs and public investments were siphoned from social
infrastructure to policing. According to Derenoncourt, without this backlash, the
Black-White mobility gap would be 27 percent smaller.s* (See Figure 6.)

In 2018, Harvard University’s Opportunity Insights researchers analyzed
longitudinal data for the U.S. population from 1989 to 2015 to better understand
intergenerational inequalities and find that they vary significantly across racial
groups.® Asian Americans experience higher rates of upward income mobility
than all other racial groups and, when their parents are born in the United States,
Asian American children experience intergenerational mobility at similar levels as
White Americans. Hispanic Americans, although trailing behind Asian and White
Americans, have slightly lower levels of income intergenerational mobility than
White Americans, while Black Americans and American Indians have the lowest
rates of upward mobility and are the most likely to experience downward mobility.

FIGURE 6
Backlash to the Great Migration reduced Black upward Notes: This binned scatterplot depicts the
o . ngs relationship between average upward mobility
mOblhty in northern U.S. cities in the 2000s for men and women with

low-income parents and Black population
increases during the Great Migration. The

The mass movement of Black southerners into northern commuting zones,

1940-1970, and its impact on upward mobility, measured using income of unit of observation is a commuting zone.
recent birth cohorts and their parents Upward mobility is defined as expected mean
household income rank for men and women

°® with parents at the 25th percentile of the

parent income distribution.

Source: Ellora Derenoncourt, “Can You Move
to Opportunity? Evidence from the Great
Migration, “American Economic Review

112 (2) (2022): 369-408, available at https://
econpapers.repec.org/article/aesaaecrev/v_3aii
2_3ay_3a2022_3ai_3a2_3ap_3a369-408.htm.
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https://opportunityinsights.org/wp-content/uploads/2018/04/race_paper.pdf
https://econpapers.repec.org/article/aeaaecrev/v_3a112_3ay_3a2022_3ai_3a2_3ap_3a369-408.htm
https://econpapers.repec.org/article/aeaaecrev/v_3a112_3ay_3a2022_3ai_3a2_3ap_3a369-408.htm
https://econpapers.repec.org/article/aeaaecrev/v_3a112_3ay_3a2022_3ai_3a2_3ap_3a369-408.htm
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The researchers also find that virtually everywhere in the country, Black boys
have lower rates of upward mobility than White boys. Even if they grow up in the
same neighborhood and have comparable family income, Black boys fare worse
than White boys when they get older. Yet the important takeaway is that these
disparities are largely due to environmental factors, which can be changed—and
if changed, have the potential to improve future outcomes. According to the
authors, “Black men who move to better areas—such as those with low poverty
rates, low racial bias, and higher father presence—earlier in their childhood have
higher incomes and lower rates of incarceration as adults.”*

Reproductive rights and the labor market

Since the publication of our 2018 report, new political economic circumstances
regarding severe restrictions to reproductive care and bodily autonomy require
new assessments of the state of economic mobility. The reason: In June 2022,

the U.S. Supreme Court, in its ruling on Dobbs v. Jackson Women’s Health
Organization, voted to overturn decades of precedent regarding an individual’s
constitutional right to abortion and allow individual states to enact their own laws
either protecting or restricting—and in some cases, banning—access to abortion.

Since the Dobbs ruling, some states have been swift in implementing bans on
abortion such that half of all U.S. women now live in a state with limited or zero
access to abortion. Prior to Dobbs, almost 4 in 10 abortions (38 percent) were
among Black women, one-third (33 percent) were among White women, and 1in 5
abortions (21 percent) were among Hispanic women. Additionally, the majority of
women who attempt to access abortion live below the poverty line.5 As such, this
decision has very strong racial, gender, and economic implications for pregnant
people accessing abortion and future generations of children.

An immense body of research links reproductive rights with better economic
outcomes for women. Research suggests that accessing abortion increases
women’s participation in the workforce and their likelihood of obtaining a
managerial position.s® Eliminating women’s access to abortion services also has
been shown to reduce women’s years of education by more than 9 percent and
decrease lifetime earnings by 3 percent.*® American University of Beirut economist
Ali Abboud finds that for young women, especially young Black women, access to
abortion before the age of 21—which is the opportune time to develop human
capital—increases their wages significantly.®
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https://www.nytimes.com/interactive/2022/05/07/us/abortion-access-roe-v-wade.html
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The Turnaway Study, a longitudinal study that examines the effects of unwanted
pregnancy on women’s lives, finds that women who seek an abortion but are not
able to obtain one face a higher likelihood of experiencing poverty 4 years later.®’
Another study finds that 6 months after being denied an abortion, women were
three times more likely to be unemployed.® University of Michigan economist
Sarah Miller and her colleagues linked credit data to the Turnaway Study and find
that women who were denied an abortion due to gestational limits experienced
great financial stress the year in which they gave birth, and in many cases for years
afterwards.® Unpaid debts doubling in size and credit rankings decreasing were
two of the main consequences for these women.

Most of these impacts have been well-known in the academic literature for some
time, but they underscore the threat that the Dobbs decision could pose to
economic mobility. These negative outcomes will directly decrease mobility for
women over their lifetimes. But they also will have a significant impact on the next
generation, as roughly half of women who get abortions have below-poverty-level
income, which will pose barriers to mobility for their children.

Unemployment Insurance discrimination
during the pandemic

The COVID-19 pandemic and recession revealed and exacerbated deep fragilities
built into the U.S. economy, especially regarding gender and racial inequities. One
stark example is access to Unemployment Insurance. Unemployment Insurance
allows low- and middle-income households to smooth their consumption in times
of economic stress. In addition to supporting these workers directly, Georgetown
University economist Bradley Hardy finds that parents’ income volatility has a
negative impact on education attainment for their children.®

While most eligible workers do not receive the Ul benefits they are entitled to,
due in part to not knowing about their eligibility and bureaucratic barriers, there
are significant inequities when comparing workers who do receive benefits and
those who do not. For instance, economists Eliza Forsythe and Hesong Yang

of University of lllinois, Urbana-Champaign find that disparities in receiving Ul
benefits by gender and race persisted despite expansions to Ul benefits through
the Coronavirus Aid, Relief, and Economic Security, or CARES, Act in 2020. As a
percentage of eligible recipients, they find women were less likely to receive Ul
benefits than men by as much as 8 percentage points. Black Ul-eligible workers,
meanwhile, were less likely to receive benefits than White Ul-eligible workers,
also by as much as 8 percentage points.*
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https://www.jstor.org/stable/27042553
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FIGURE 7

During the pandemic, White workers were far more likely to receive o
Unemployment Insurance benefits than other workers source: Nyanya Browne and Willlam Spriggs,
analysis of COVID Impact Survey, conducted
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race and ethnicity Data Foundation, April 20 to June 8, 2020.

White
Hispanic
Other

Black

25%

Other recent research during the COVID-19 recession confirmed the persistence of
racial disparities in receiving Ul benefits. In an analysis of survey data between April
2020 and June 2020, economists Nyanya Browne and (the late) William Spriggs

of Howard University find that Black workers were approximately half as likely to
receive Ul benefits as White workers, with 13 percent of Black workers receiving such
benefits, compared to 24 percent of White workers.®® (See Figure 7.)

To be sure, disparities in Ul recipiency are longstanding, and these discrepancies
prior to the most recent recession are well-documented. For instance, in an analysis
of data from 1986 through 2015, economists Elira Kuka of George Washington
University and Bryan Stuart of the Federal Reserve Bank of Philadelphia find that
Black workers were 24 percent less likely than White workers to receive Ul benefits.”

In addition to racial inequities in Ul recipiency, there are also gaps in the amount of
Ul benefits received. Economists Daphné Skandalis of the University of Copenhagen,
loana Marinescu of University of Pennsylvania, and Maxim N. Massenkoff of the
Naval Postgraduate School find in their analysis that the replacement rate—or the
unemployment benefits received relative to prior earnings—was 18.3 percent lower
for Black claimants than White claimants. When examining the factors contributing
to this gap, they find that after adjusting for work history—which can impact

prior earnings that need replacement and the likelihood of losing one’s job—the
replacement rate for Black claimants was 8.4 percent lower than White claimants,
due entirely to differences in state rules concerning Unemployment Insurance.

The co-authors also find that the share of Black Ul claimants is negatively
correlated with the amount of Ul benefits. Their analysis finds that the weekly Ul
benefit amount decreased by $9 for every 10 percentage point increase in the
share of Black Ul claimants.®®


https://www.propublica.org/article/black-workers-are-more-likely-to-be-unemployed-but-less-likely-to-get-unemployment-benefits
https://www.nber.org/papers/w29595
https://www.nber.org/papers/w30252
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Conclusion

The 2018 Equitable Growth mobility report provided key insights into many
potential mechanisms driving mobility in the United States. In doing so, the report
offered a framework for organizing the immense field of economic mobility
research.

This report updates and refines that framework by including new research
developments—such as studies analyzing wages lost to monopsony power or the
relevance of social capital—and new political economic circumstances, including
the COVID-19 recession and the dismantling of reproductive rights post-Dobbs.
These updates attempt to provide a nuanced and comprehensive picture of

the state of U.S. economic mobility, as well as provide entry points for policy
interventions and further research.

Though questions remain, it is clear that the reality of intergenerational mobility in
the United States is markedly different from the bootstrapping story often told—a
story that has unhelpfully informed dominant policy approaches for the past few
decades. As the copious research attests, honing in on the individual level misses
the many other pathways and structures that affect economic mobility. Though
the sheer number of factors influencing mobility can seem daunting, they are also
opportunities for policymakers to intervene and improve the livelihoods of all
Americans today and well into the future.
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