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 Before discussing the longitudinal results, we fi rst calculated the average 
percentage of Americans experiencing these different measures of economic 
insecurity in any given year. The results were that 14.8 percent were using a 
welfare program, 18.9 percent were in poverty or near poverty, 12.4 percent had 
experienced unemployment during the year, and 30.6 percent were experienc-
ing one or more of these three measures. Consequently, in a typical year, these 
are the percentages of Americans experiencing economic insecurity. While far 
from trivial, when examined over longer periods of time, we shall see that these 
percentages increase substantially. 

 In Figure  3.1 we can observe the cumulative likelihood of these events 
occurring for the US population as they age across the prime working years. As 
is readily apparent in this fi gure, economic insecurity is a very real component 
of the American experience. We can see that the incidence of these events rises 
rapidly during the early years of the life course and then begins to slow down 
from the forties onward. By the age of 40, 37.9  percent of Americans have 
experienced at least one year of welfare use, 46.3 percent have encountered pov-
erty, 54.8 percent have experienced the head of household being unemployed, 
and 70.3 percent have experienced one or more of these three events. By age 
60, the cumulative percentages are 44.8 percent, 54.1 percent, 66.8 percent, and 
79.0 percent. Consequently, approximately four-fi fths of Americans will experi-
ence at least one year of economic insecurity between the ages of 25 and 60.   7         
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   FIGURE 3.1    Cumulative Percent of American Adults Who Will Experience Various 
Dimensions of Economic Insecurity   
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 In Table 3.1 we look at how often these events take place across the prime 
working years. The top panel contains the total number of years that these events 
occur between the ages of 25 and 60, while the bottom panel shows the various 
consecutive years of occurrence. Focusing on our overall combined measure, 
79.0 percent of Americans will encounter one or more years of economic inse-
curity, 62.3 percent will encounter two or more years, 49.8 percent will experi-
ence three or more years, 41.6 percent will have 4 or more years, 34.6 percent 
will experience 5 or more years, and 16.6  percent will encounter 10 or more 
years of economic insecurity between the ages of 25 and 60. The percentages 
of Americans encountering various consecutive years of economic insecurity 
(bottom panel) is somewhat less than the percentages experiencing various total 
years of economic insecurity. This is consistent with earlier research by the 
authors indicating that while the reach of economic distress is quite wide, its 
grip is less severe. The typical life course pattern is that individuals tend to move 
in and out of economic turmoil, depending upon the changing conditions in 
their lives. However, the fact that over one-third of the US population (34.6 per-
cent) will experience economic insecurity in fi ve or more years across the prime 
working ages is nevertheless eye-opening (see Appendix B for further analyses).      

 In Table 3.2 we look at the occurrence of economic insecurity over sepa-
rate 10-year age intervals across the life course. We therefore start the life table 
analyses at the beginning of each 10-year age interval. In general, research has 
shown that economic insecurity is somewhat more likely to occur during the 
earlier and later periods of the prime working years. Nevertheless, we can see 
that it is a very real threat throughout each of these periods of time, as found 
in Table  3.2. Consequently, between the ages of 25 and 34, 64.7  percent of 

    TABLE 3.1    Years of Economic Insecurity Between the Ages of 25 and 60   

  Years     of Economic     
Insecurity  

  Economic Insecurity Measures  

 Welfare   Use  Poverty/  Near Poverty  Unemploy  ment  Combined   Measure 

  Total Years  

  1    or more  44.8  54.1  66.8  79.0 

  2    or more  32.3  38.9  43.9  62.3 

  3    or more  25.1  30.5  29.7  49.8 

  4    or more  19.9  25.7  23.1  41.6 

  5    or more  16.4  19.7  17.3  34.6 

  10    or more  7.2  10.3  5.1  16.6 

  Consecutive Years  
  1    or more  44.8  54.1  66.8  79.0 

  2    or more  28.4  32.2  28.6  50.6 

  3    or more  19.9  22.2  14.4  34.3 

  4    or more  14.0  16.5  8.0  24.2 

  5    or more  9.5  12.4  5.1  18.3 

  10    or more  3.8  5.2  0.5  8.4 
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individuals will encounter at least one year of economic insecurity, 53.3 per-
cent will do so between the ages of 35 and 44, 48.2 percent between the ages of 
45 and 54, and 50.3 percent between the ages of 55 and 64. Thus, during any 
10-year age period across the prime working years, at least half  of the popula-
tion will experience one or more years of signifi cant economic insecurity.   8         

 The earlier experiences of Jim Wilson refl ect these overall patterns of eco-
nomic insecurity. Jim had enjoyed a number of years of stability while working 
at Chrysler, only to fi nd himself  encountering periodic income declines as a 
result of being laid off. The shock of such economic downturns was profound. 
He talked about those periods of time when he was out of work:

  There’s hardly a worse feeling. It was the same feeling I had when they 
announced they were shutting our plant down. There’s hardly a worse 
feeling as a male in the United States. . . . I was not prepared at all not to 
have a job.  

  When you go home and sit across the dinner table from your family, 
your wife and your three kids, and every one of them is counting on you 
to keep you from losing your home and to keep the food on the table 
and to make sure that they got their school lunch moneys and that they 
can go to school dressed in decent clothes. To sit across the table from 
them and say “I got laid off, I signed up at the Union Hall, and they’re 
saying it’s going to be six or eight months before I get a call.” That’s a 
horrible feeling because if  you have no money in the bank, and you don’t 
know where your next dollar is going to come from, it really puts you in 
a terrible spot.   

 In general, our longitudinal analysis indicates that America is a society whose 
citizens face substantial economic insecurity at various points in time as they 
make their way across adulthood. Fully four-fi fths of the population will encoun-
ter at least one year of signifi cant economic insecurity between the ages of 25 and 
60, and 50 percent of the population will do so in three or more separate years 
across this period of time. Furthermore, during any 10-year period, approxi-
mately half of Americans will experience at least one year of economic insecurity. 

 Our results are consistent with and interesting to compare to a large and 
unique study done by the International Labour Organization (ILO) that focused 

    TABLE 3.2    Cumulative Percentage of American Adults Experiencing Various Dimensions 
of Economic Insecurity across Ages Categories   

  Age     Category  

  Economic Insecurity Measures  

 Welfare   Use  Poverty/  Near Poverty  Unemploy  ment  Combined   Measure 

 25–34  32.3  41.3  46.8  64.7 

 35–44  29.8  32.0  34.8  53.3 

 45–54  25.7  25.8  28.2  48.2 

 55–64  27.5  29.3  21.7  50.3 
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youngest cohort who reach the age of 40 to 44 have experienced asset poverty, 
for the middle cohort, the percentage is 61.7 percent, and for the oldest cohort, 
it is 60.2 percent. Consequently, younger Americans are more likely to experi-
ence asset poverty at earlier ages than did older Americans. This is consistent 
with previous research showing that the risk of asset poverty has been increas-
ing over time (see Appendix B for a more detailed analysis of asset poverty dur-
ing these time periods, which illustrates that asset poverty has been increasing 
substantially from 1984 to 2009).      

 The overall story from this fi gure is that economic insecurity, as measured 
through having enough assets to weather a rainy day, is quite high, particularly 
at the younger ages, and that it has been rising over time. This is consistent with 
a wide body of research that has examined overall levels of wealth holding 
among individuals and families. Many American households have not accumu-
lated enough savings and assets to get them through a short period of economic 
turmoil. The familiar expression of living paycheck to paycheck unfortunately 
applies to many. 

 We found similar patterns within our interview data. Approximately half  of 
our interviewees said that they would not be able to economically survive ade-
quately for three months if  they were to lose their job. Typical of the responses 
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poverty line, or poverty and near poverty (1.50 poverty). Consequently, we are 
able to observe how the risk has changed with respect to experiencing various 
levels of poverty and low income. 

 In Table 5.1 we can see that the overall economic risk has risen across all age 
groups for all three measures of poverty over the past four decades. This rising risk 
of encountering poverty has been particularly pronounced for those aged 35 to 
45 and for those aged 45 to 55. For example, the risk of extreme poverty for these 
two groups increased by 65.7 percent and 71.4 percent across the two time periods. 
Likewise, the risk increased 32.8 percent and 50.0 percent for these same groups 
with respect to experiencing at least one year below the offi cial poverty line.      

 What is particularly interesting about these fi ndings is that the overall rate of 
poverty in the United States over the past 40 years has not changed very much. 
Between 1968 and 1988, the poverty rate averaged 12.8 percent, while between 
1988 and 2008 it averaged 13.1 percent. However, we would argue that the life 
course risk has changed signifi cantly because a wider range of individuals in 
the population are experiencing poverty. In other words, there is more turnover 
in the poverty population in the 1990s and 2000s than there was in the 1970s 
and 1980s, and hence the reach of poverty has gotten wider. This is consistent 
with our earlier work on this subject (Sandoval et al., 2009). 

 Consequently, there has been an overall increase in the risk of experiencing 
various degrees of poverty and low income across all age categories. This repre-
sents further evidence that the landscape of opportunity has been shifting over 

    TABLE 5.1     Cumulative Percentage of American Adults by Age Categories Experiencing 
Various Levels of Poverty across Time Periods   

  Age     Category  

  Time Period  

  % Change    1968–1988    1988–2008  

 .  50 Level Poverty   
 25–35  10.6  13.1  +23.5* 

 35–45  7.0  11.6  +65.7* 

 45–55  4.9  8.4  +71.4* 

 55–65  6.5  7.1  +9.2 

   1.00 Level Poverty   
 25–35  25.5  27.1  +6.3 

 35–45  17.4  23.1  +32.8* 

 45–55  11.8  17.7  +50.0* 

 55–65  18.2  18.3  +0.5 

   1.50 Level Poverty   
 25–35  40.6  42.3  +4.2 

 35–45  29.7  34.0  +14.4* 

 45–55  22.0  26.0  +18.2* 

 55–65  26.3  28.2  +7.2 

  *signifi cant at the .001 level  
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at the greatest risk of fl ooding. In the case of Katrina, several feet of height 
made all the difference in the world. 

 Yet where the most stark signs of inequality could be found were in the 
economic and racial patterns of who got out of the city, who remained, and 
who died. There was a direct relationship between poverty and low income and 
those experiencing the full brunt of the storm (Dyson, 2006). Images of poor 
African Americans stranded on rooftops or crammed into the Super Dome 
told much of the story of inequality in America. 

 Several months after the catastrophe, I had the opportunity to visit New 
Orleans and its devastation. As I stood there in the middle of the Lower Ninth 
Ward, it reminded me of the images one sees of Nagaski after the atomic bomb 
was dropped. As far as the eye could see, the community was totally leveled by 
the force of Katrina. Six months after the storm, very little appeared to have 
been done. As I  stood there, I  could not help but wonder if  such complete 
destruction and the slow response by the government would have occurred in a 
wealthy municipality. Perhaps, but I doubt it. 

 It turns out that over the past 40 years, a select few Americans have been 
standing on high ground against the rushing tide of inequality. For this rela-
tively small group, they have done exceedingly well over time. On the other 
hand, a majority of Americans have been standing on lower ground, and have 
suffered from the rising tide of inequality. This can be seen statistically in sev-
eral different ways. 

 Table 5.2 displays the income distribution in the United States in 1968 and 
2012.   2    The population is divided into fi fths based on overall household income. 
If  we think of the income distribution as a pie, then we can see in Table 5.2 that 
the only group to have increased its share of the pie has been the top 20 percent 
of the population. In 1968 they earned 42.6 percent of the income generated in 
that year, and by 2012 they were earning 51.0 percent. The rest of the popula-
tion have seen their pieces of the pie shrink.      

    TABLE 5.2    Share of Aggregate Household Income Received by Each Fifth of the US 
Population, 1968 and 2012   

  Income   
  Quintitles  

  Year  

  % Change    1968    2012  

 Bottom Fifth  4.2  3.2  -23.8 

 Second Fifth  11.1  8.3  -25.2 

 Third Fifth  17.6  14.4  -18.2 

 Fourth Fifth  24.5  23.0  -6.1 

 Top Fifth  42.6  51.0  +19.7 

 Total  100.0  100.0 

 Gini Coeffi cient  .386  .477  +23.6 

  Source: Adapted from US Bureau of the Census, Historical Income     Tables, Table H-2  
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 This table indicates that the economic gains that have occurred in the United 
States over the past 40 years have been largely concentrated at the top of the 
income distribution. Rather than economic growth lifting all boats, it has pri-
marily raised the yachts. The fact that the income distribution has become more 
unequal is also indicated in the rise of the Gini coeffi cient from. 386 to. 477. 
The Gini coeffi cient ranges from 0 (complete equality, that is, every household 
earning exactly the same amount of income) to 1 (complete inequality, that is, 
one household earning all of the income). A number over. 4 is generally consid-
ered quite high. Compared with other developed industrialized countries, the 
United States currently ranks at the top in terms of the extent and depth of its 
income inequality (Smeeding, 2005). 

 Table 5.3 shows the average amount of household income for each of the 
fi ve quintiles in 2012 dollars. First, all groups have gained somewhat over time 
in terms of their income. One reason that the bottom 80 percent of households 
have been able to show some gains is that in married couple households, both 
spouses are more likely to be working than in the past. However, what is appar-
ent is that the spread or range between the top and bottom of the income distri-
bution has become considerably wider in 2012 than it was in 1968. In 1968, the 
bottom fi fth earned an average of $10,446 (in 2012 dollars) while the top fi fth 
earned on average $107,673, for a difference of $97,227. By 2012, the bottom 
fi fth was earning only slightly more than they were in 1968: $11,490. However, 
the top fi fth was now earning on average $181,905, resulting in a difference 
of $170,415. Consequently, the distance between the top and bottom of the 
income distribution has gotten much wider in real dollars.      

 Finally, Table  5.4 shows the extent of inequality with respect to wealth. 
Two measures of wealth are used. Financial wealth consists of all of one’s 
assets (stocks, bonds, savings, etc., but does not include the equity value of 
one’s home), minus one’s debts. Net worth is the same thing as fi nancial wealth, 
except that it does include home equity as part of one’s assets.      

 Here we fi nd a striking picture. With respect to fi nancial wealth, the top 
1 percent of the population held 42.6 percent of the entire US fi nancial wealth 

    TABLE 5.3    Average Household Income Received by Each Fifth of the US Population in 
1968 and 2012 (in 2012 Dollars)   

  Income  
  Quintitles  

  Year  

  % Change    1968    2012  

 Bottom Fifth  $10,446  $11,490  +10.0 

 Second Fifth  $28,006  $29,696  +6.0 

 Third Fifth  $44,420  $51,179  +15.2 

 Fourth Fifth  $61,963  $82,098  +32.5 

 Top Fifth  $107,673  $181,905  +68.9 

  Source: Adapted from US Bureau of the Census, Historical Income     Tables, Table H-3  
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in 2007, while the top 10 percent held 82.9 percent of the fi nancial wealth. In 
contrast, the bottom 60 percent of the population possessed a mere 0.3 per-
cent of total fi nancial wealth. The Gini coeffi cients for fi nancial wealth and net 
worth are astronomical at 0.908 and 0.834 (note that the theoretical maximum 
of the Gini coeffi cient is 1.0, in the case where one household holds all of the 
society’s wealth). 

 Tom Spencer, the actor whom we met earlier in Chapter 2, discussed the 
wide differences between the enormous pay of a very small number of actors 
and the vast majority of those who are in the acting profession. He related this 
to what has been occurring in the United States with respect to income and 
wealth inequality. 

   I’ll tell you a joke. Three newly dead souls arrive at the pearly gates. Saint 
Peter walks down and says “Welcome, I’m Saint Peter. I’m here to greet 
you. I just have two very perfunctory questions to ask you. I’m sorry to 
do it, but it’s part of the job, so I’ve got to do it.” So he looks at the fi rst 
guy and he says, “Sir, can you tell me how much money did you make 
your last year on earth?” The guy is somewhat taken aback by the nature 
of the question, and he said, “Well, I made 3 million dollars.” Saint Peter 
said, “What did you do down there?” He said, “I was a neurosurgeon.” 
He said, “Oh, wonderful. Welcome.” 

 He goes to the second man and says, “You sir, what did you make 
your last year on earth?” He said, “Well, including stock options, I made 
97.4 million dollars.” Saint Peter said, “Well what did you do down there?” 
He said, “I was the Executive Vice President of the International Banking 
Division of Goldman Sachs.” He said, “Oh, wonderful. Welcome.” 

 He goes to the third one and says, “And you sir, what did you make?” 
He says, “I made $4,281.” And Saint Peter says, “Might I have seen you 
in anything?” 

 So that’s it. This is what most of us make. And it’s not because we 
aren’t any good. It’s not because our heart isn’t in the right place. It’s not 
because we don’t work our asses off. It’s just the way it is. It’s an extreme 

    TABLE 5.4    Share of Household Wealth Received by Various Percentages of the 
Population, 2007   

  Percent of   
  Population  

  Financial  
  Wealth  

  Net  
  Worth  

 Top 1%  42.7  34.6 

 Top 5%  72.0  61.9 

 Top 10%  82.9  73.1 

 Bottom 60%  0.3  4.2 

 Gini Coeffi cient  .908  .834 

  Source: Adapted from Wolff  (2010), Survey of Consumer     Finances 2007  
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the income distribution. We can see that in the United States, 42.2 percent of 
such sons remained in the bottom 20  percent of the income distribution as 
adults. This percentage is much higher than in the other countries examined. 
For example, in Denmark, 24.7 percent of sons whose fathers were in the bot-
tom 20 percent remained in the bottom 20 percent of the income distribution 
as adults. We can also see that the likelihood of going from rags to riches varies 
across the six countries. Surprisingly, this pattern is least likely in the United 
States, where only 7.9 percent of sons growing up in the bottom 20 percent 
fi nd themselves in the top 20 percent as adults, compared with 14.4 percent in 
Denmark.      

 The bottom panel of Table 6.1 examines the other side of the intergenera-
tional income coin. Consequently, what percentage of sons raised in households 
where fathers’ earnings were in the top 20 percent of the income distribution 
remain there as adults, and what percent fall to the bottom 20 percent? Here 
we can see that the United States is comparable to most other countries in that 
36 percent of such sons will remain in the top 20 percent as adults; however, 
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   FIGURE 6.1     Intergenerational Elasticity of Earnings Between Fathers and Sons for Selected 
Countries  
  Source: Adapted from Corak, 2010, “Chasing the Same Dream, Climbing Different Ladders: Economic Mobility 
in the United States and Canada,” Economic Mobility Project, Pew Charitable Trust; and Corak, 2011, “Inequality 
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only 9.5 percent will fi nd themselves falling into the bottom 20 percent (a lower 
percentage than the other fi ve countries). 

 Figure 6.1 and Table 6.1 thus indicate that economic mobility appears to be 
more constrained in the United States than in many other countries. Whether 
we examine an overall measure such as an intergenerational elasticity statistic, 
or the actual upward and downward intergenerational movements in income, 
the United States appears to have less economic mobility than other industrial-
ized countries. Researchers have commented on the “stickiness” at the bottom 
and top of the US income distribution. In particular, those growing up in the 
bottom 20  percent of the US income distribution have a much harder time 
pulling themselves out of poverty and near poverty than their counterparts in 
other countries.  

    ABSOLUTE MOBILITY   

 A second approach to measuring economic movement is through what 
researchers refer to as absolute mobility. Here the focus is on answering the 
question: Are children doing better than their parents in terms of sheer income? 
Consequently, after controlling for infl ation, will children earn more and do 

    TABLE 6.1    Intergenerational Economic Mobility Patterns across Six Countries   

 Country  Economic Mobility Patterns 

  Sons Raised in Families Where Father’s Earnings Were in     the Bottom 20% of Income Distribution  

    Sons’ Earnings as Adults  

    Bottom 20%    Top 20%  

 Denmark  24.7  14.4 

 Finland  27.8  11.3 

 Norway  28.2  11.9 

 Sweden  25.8  10.9 

 United Kingdom  30.3  12.2 

 United States  42.2   7.9 

  Sons Raised in Families Where Father’s Earnings Were in     the Top 20% of Income Distribution  

    Sons’ Earnings as Adults  

    Bottom 20%    Top 20%  

 Denmark  15.3  36.3 

 Finland  15.1  34.7 

 Norway  14.6  35.4 

 Sweden  16.3  37.1 

 United Kingdom  10.7  29.7 

 United States   9.5  36.0 

  Source: Adapted from Jantti et al., 2006,  American Exceptionalism       in a New Light: A Comparison of Intergenerational 
Earnings Mobility       in the Nordic Countries, the United Kingdom and the United States ,     Institute for the Study of Labor, 
Discussion Paper No. 1938  
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to surpassing their father’s income, and for sons in the fi fth quintile, fewer 
than half  (46 percent) are doing better than their fathers did. Consequently, 
although the majority of sons are exceeding their father’s income, the percent-
age is much smaller than when looking at overall household income differences 
across the two generations. 
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   FIGURE 6.2     Percent of Children with Income Greater Than Their Parents, by Parents’ 
Income Level  
  Source: Adapted from Issacs, 2008, “Economic Mobility of Families across Generations,” Brookings Institution; and 
“Pursuing the American Dream: Economic Mobility across Generations,” Pew Economic Mobility Project, 2012   
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 Taken as a whole, the fi ndings on absolute mobility shed a somewhat dif-
ferent light than that found with relative mobility. Here we fi nd that the vast 
majority of American children in the most recent generation will surpass their 
parents’ overall levels of household income, and that nearly 60 percent of sons 
will be earning more than their fathers did approximately 40 years ago. As we 
discussed in Chapter 4, an important component of the American Dream has 
been that each generation should do better than the previous generation with 
respect to their overall standard of living. In terms of household income, this 
objective has been largely accomplished for the most recent generation. 

 However, one important caveat to keep in mind is that the pattern of rising 
household income is largely the result of many more households today having 
two earners in the labor market than was the case 30 or 40 years ago. Therefore, 
a much greater percentage of married couples in today’s economy will see both 
spouses working, resulting in higher overall levels of household income than 
their parents experienced. In a sense, families have been able to maintain a higher 
standard of living largely by having more participants in the labor market.  

    LIFE COURSE MOBILITY   

 A third way of examining the extent of economic mobility and income dynam-
ics in the United States is through the life course approach that we utilize 
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 A further example of such fl uidity at the very high end of the income dis-
tribution can be found in a recent analysis by Scott Hodge (2012). Based upon 
data from the Internal Revenue Service, Hodge showed that between 1999 and 
2007, half  of those who earned over a million dollars did so once during this 
period of time, while only 6 percent reported millionaire status across all nine 
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    TABLE 6.2     Years of Affl uence Experienced Between the Ages of 25 to 60   

  
  Years  
  of  Affl uence  

  Levels of  Affl uence  

   $100,000    $150,000    $200,000    $250,000 

  Total Years          

  1    or more  76.8  50.9  32.2  20.6 

  2    or more  67.7  39.2  22.7  12.7 

  3    or more  61.9  32.9  16.8   9.4 

  4    or more  56.8  25.6  12.4   7.5 

  5    or more  50.2  21.3  10.0   4.6 

  10    or more  33.4  10.3   3.4   1.9 

  Consecutive Years          

  1    or more  76.8  50.9  32.2  20.6 

  2    or more  62.5  35.1  19.4  10.7 

  3    or more  53.0  23.3  13.0   6.5 

  4    or more  46.6  19.3   9.4   5.1 

  5    or more  41.3  15.9   6.8   2.9 

  10    or more  22.0   6.3   1.6   1.0 
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years. Likewise, data analyzed by the Internal Revenue Service (2012) found 
similar fi ndings with respect to the top 400 taxpayers between 1992 and 2009. 
Seventy three percent of individuals who made the list did so once during this 
time period, while only 2 percent were on the list for 10 or more years. These 
analyses further demonstrate the sizable amount of turnover and movement 
within the top levels of the income distribution.      

 In Table 6.2 we look at how often Americans are able to achieve various 
years of signifi cant economic prosperity between the ages of 25 and 60. The 
top panel shows the total number of years that Americans are able to exceed 
these income levels, while the bottom panel shows the percentage of Americans 
experiencing various consecutive years of affl uence. Between the ages of 25 
and 60, 50.2 percent of Americans will be in households with annual earnings 
over $100,000 for fi ve or more years, while 41.3 percent will be in households 
that experience this level of affl uence for fi ve or more consecutive years. On the 
other hand, for the 20.6 percent of the population reaching the $250,000 level, 
only 4.6 percent of the population will do so for fi ve or more years, and 2.9 per-
cent will do so in fi ve or more consecutive years. 

 Returning to our discussion of the 1 and 99  percent of the population, 
we can see that only 1 percent of the American population will remain above 
$250,000 for ten or more consecutive years. This, then, is a more accurate rep-
resentation of what the top 1 percent of the population is in terms of income 
distribution—it is remaining at a high level of income for a substantial period 
of time, rather than just hitting such a level at any specifi c period of time. 

 Finally, in Table 6.3 we examine the likelihood of hitting these levels of affl u-
ence across 10-year age intervals. Once again, we fi nd that even when looking at 
shorter periods of time, affl uence is a relatively common event. Consequently, 
during the prime earning years of 45 to 54, 57.9 percent of the population will 
experience at least one year of household income over $100,000.      

 In short, Figure  6.4 and Tables  6.2 and 6.3 illustrate that when we look 
across the prime working years of the life course (25 to 60), we fi nd a substan-
tial percentage of the population experiencing economic prosperity for at least 
some period of time. While the idea of a static population at the upper end of 

    TABLE 6.3     Cumulative Percentage of American Adults Experiencing Various Levels of 
Household Affl uence across Age Categories   

  
  Age  
  Category  

   Levels of  Affl uence   

   $100,000    $150,000    $200,000    $250,000 

 25–34  39.1  15.3   7.7  4.2 

 35–44  51.8  24.3  12.2  7.0 

 45–54  57.9  30.6  16.7  9.8 

 55–64  47.0  25.0  14.8  9.1 
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the income distribution may apply to some, it does not capture the bulk of the 
income dynamics seen in these tables and this fi gure. 

 Our last two tables examine the extent of upward and downward income 
mobility. Rather than focusing on whether households exceed particular 
income levels, we examine to what extent households experience various lev-
els of annual income gains or losses across the life course. In particular, we 
look at whether individuals are in households that experience gains or losses of 
$25,000, $50,000, and $75,000 from one year to the next. 

 Once again, we can see that upward and downward income movement 
is very much a part of  the American economic landscape. Consequently, in 
Table 6.4, nearly 90 percent of  the US population will experience an annual 
income gain of  at least $25,000, 58 percent will encounter a gain of  at least 
$50,000, and 38 percent will experience at least one year in which their total 
household income increases by over $75,000. The comparable percentages 
for income losses are almost identical—90.9  percent, 62.9  percent, and 
40.5 percent.      

 We can also observe that at the $25,000 level, such upward swings and 
declines are likely to occur more than once. Consequently, 55.6 percent of the 
population will experience at least three years of annual income gains between 
the ages of 25 and 60 at this level, while 51.5 percent of the population will 
experience at least three years of annual income losses of $25,000 or more.   3         

 Finally, Table 6.5 shows the likelihood of these upward and downward swings 
in household income during 10-year intervals. The majority of Americans will 
experience both annual gains and losses at the $25,000 level across these stages 

    TABLE 6.4     Total Years of Experiencing Various Levels of Annual Household Income 
Mobility Between the Ages of 25 and 60   

    Years of   
  Income Mobility  

   Levels of  Annual Income Mobility   

   $25,000    $50,000    $75,000 

 Income Gain       

  1    or more  89.9  58.2  37.8 

  2    or more  74.0  32.8  15.9 

  3    or more  55.6  17.8  8.1 

  4    or more  40.4  10.4  3.4 

  5    or more  27.1  6.2  2.1 

  10    or more  3.2  0.0  0.0 

 Income Loss       

  1    or more  90.9  62.9  40.5 

  2    or more  72.8  32.0  14.9 

  3    or more  51.5  16.7  7.0 

  4    or more  31.2  7.8  3.1 

  5    or more  21.0  3.9  1.6 

  10    or more  1.0  0.0  0.0 
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of the life course, whereas such income volatility is less likely at the $50,000 and 
$75,000 levels. 

 The upward and downward changes in household income found in Tables 6.4 
and 6.5 are often the result of specifi c events. Income gains may be caused by job 
promotions, switching jobs, landing a job for those who have been out of work, 
or yearly  bonuses. In addition, spouses may be entering the labor market, result-
ing in increases in overall household income. Income declines may result from 
losing a job, experiencing a cutback in job hours, a member of the household 
leaving the labor force, health problems, or families splitting up. 

 An illustration of these patterns of economic movement can be found in the 
income dynamics of one of our interviewees whom we met earlier in Chapters 3 
and 4—Jim Wilson. Recall that Jim worked at a Chrysler auto assembly plant 
for a number of years. During much of this time, his salary averaged between 
$70,000 and $80,000 a year. However, Jim told us that in one particular year 
he was able to earn approximately $138,000. This was the result of putting 
in extensive overtime during the year, combined with a generous bonus that 
Chrysler paid its employees. And yet, several years later Jim was laid off, result-
ing in his annual income plunging to $30,000. As we have seen in our life course 
analysis, such economic movements in household income would appear to be 
the norm when looked at over extended periods of time. 

 In summary, the life course analysis presented in this section illustrates that 
during long stretches of time, many people will experience upward as well as 
downward economic mobility. Three-quarters of the population between the 
ages of 25 and 60 will at some point exceed $100,000 of household income, half  
will exceed $150,000, and a third will surpass $200,000. Yet 91 percent of the 
population will also experience at least one year in which their annual house-
hold income declines by $25,000, 63 percent will see a decline of $50,000, and 
41 percent will see a $75,000 decline.   

    TABLE 6.5     Percentage of American Adults Experiencing Various Levels of Annual 
Household Income Mobility across Age Categories   

    Age  
  Category  

   Levels of  Annual Income Mobility   

   $25,000    $50,000    $75,000 

 Income Gain       

 25–34  58.1  24.3  12.5 

 35–44  58.4  27.5  15.3 

 45–54  57.2  26.6  14.8 

 55–64  46.3  23.0  13.6 

 Income Loss       

 25–34  49.9  21.3  11.1 

 35–44  52.5  24.9  13.5 

 45–54  58.2  28.4  16.1 

 55–64  60.3  30.3  16.9 
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 For white children, almost the entire United States is shaded in light grey. 
Only 1.2  percent of US counties are classifi ed as high-poverty counties (37 
out of 3128 counties; see Appendix B). The only signifi cant region of high 
neighborhood poverty for white children is found in Appalachia. This area has 
traditionally been one of highly concentrated rural poverty among whites. In 
addition, two counties in the Ozark area of Missouri and two counties in the 
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evidence indicating that mobility out of such neighborhoods, particularly for 
racial minorities, is limited. For example, Lincoln Quillian (2003) has shown 
that for black residents living in high-poverty census tracts (40  percent or 
more poverty), nearly 50 percent were still residing in a high-poverty census 
tract 10 years later. Even more disturbing, Patrick Sharkey (2008) found that 
72 percent of black children growing up in the poorest quarter of American 
neighborhoods remained in the poorest quarter of neighborhoods as adults. 
Consequently, the effects of neighborhood poverty upon children of color are 
typically prolonged and long lasting. 
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   FIGURE 7.2     Population Distribution of Children in High-Poverty Census Tracts   
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to approximately three-quarters (76.9 percent) of nonwhites. Another way of 
putting this is that nonwhites by the age of 28 have experienced the same likeli-
hood of poverty that whites have experienced by age 60. In terms of education, 
43 percent of those with more than 12 years of education will experience pov-
erty versus 61.8 percent of those with 12 or fewer years. In each of these cases, 
there is a rapid increase in the cumulative percentage experiencing poverty up 
to age 35, and then a leveling off. 

 With respect to affl uence, the patterns are reversed. Whites are much more 
likely (56.4 percent) to encounter at least one year of affl uence compared to 
nonwhites (23.6  percent). Likewise, 64.9  percent of those with more than 
12 years of education versus 45.6 percent of those with 12 or fewer years of 
education will experience affl uence. In each of these cases, experiencing affl u-
ence is more likely to build over time, particularly in the forties and fi fties.      

 This table clearly shows that race and education exert a sizable effect on the 
likelihood of experiencing poverty and affl uence across the life course. Whites 
and those with greater levels of education are more likely to encounter affl u-
ence and avoid poverty than nonwhites and those with less education. Yet even 
for whites and those going on to college, 49.1 percent and 43.0 percent will 
encounter at least one year of poverty. 

 In a series of multivariate analyses (found in Appendix B), we also examined 
the overall odds of experiencing poverty and affl uence by race and education, 

    TABLE 7.1     Cumulative Percentage of American Adults Experiencing Poverty and 
Affl uence by Race and Education   

     Race      Education   

  Age   White  Nonwhite  > 12  ≤ 12 

     Poverty         
 25  12.8  36.2  10.4  21.7 

 30  29.8  61.0  24.1  44.4 

 35  36.3  69.0  29.5  51.5 

 40  40.5  72.9  33.3  55.7 

 45  43.4  74.0  36.3  57.9 

 50  45.5  76.2  38.8  59.4 

 55  47.1  76.7  42.1  60.6 

 60  49.1  76.9  43.0  61.8 

     Affl uence         
 25   2.4   0.7   3.2   2.1 

 30   9.9   2.9  15.9   6.5 

 35  16.9   5.1  28.3  10.4 

 40  23.4   7.4  36.8  14.8 

 45  31.0  12.1  44.2  21.8 

 50  42.1  15.6  55.0  31.5 

 55  51.6  20.6  62.8  40.9 

 60  56.4  23.6  64.9  45.6 
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controlling for each other, as well as for age, gender, martial status, number of 
children, and disability status. Between the ages of 25 and 60, nonwhites were 
3.2 times more likely to experience poverty than whites, while those with 12 
or fewer years of education were 2.7 times more likely to experience poverty 
than those with more than 12 years of education. With respect to affl uence, 
whites were 3.7 times more likely to experience affl uence compared to non-
whites, whereas those with greater than 12 years of education were 2.8 times 
more likely to experience affl uence than those with 12 or fewer years of educa-
tion. Consequently, even after taking into account a number of factors, race 
and education continue to exert sizable effects on the life table probabilities of 
experiencing poverty and affl uence. 

 In Figure 7.3 we present a unique analysis in which we directly compare the 
ratio of the cumulative percentage of poverty versus affl uence for the white 
and nonwhite populations, and for those with more than 12 years of education 
versus those attaining 12 or fewer years of schooling, as they move across the 
life course. Thus, at each of the 36 years contained in Figure 7.3, the cumula-
tive history of poverty and affl uence are being compared and plotted as a ratio 
of one to the other for these population groups. Figure 7.3 therefore provides 
a mapping of the chances of having achieved aspects of the American Dream 
versus the American nightmare along racial and educational class lines.      

 The one to one (1:1) ratio line in the fi gure represents an identical likelihood 
of the population group having encountered affl uence versus poverty. The 
area below the 1:1 line shows the extent to which the chances are greater that 
Americans have encountered poverty versus affl uence, while the area above the 
1:1 line shows the extent to which the chances are greater that individuals have 
encountered affl uence versus poverty. Two sets of 36 cumulative odds ratios 
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    Conclusion   

 We began this chapter with the analogy of an altered game of Monopoly rep-
resenting the process of cumulative inequality. Rather than everyone starting 
the game with a similar set of resources, Americans have access to different sets 

 

Pe
rc

en
ta

ge

0

20

40

60

80

100

Poverty
55.9%

Poverty
32.4%

Neither/Both
10.5%

Affluence
33.6%

Affluence
55.0%

Neither/Both
12.6%

LE 12GT 12

Pe
rc

en
ta

ge

0

20

40

60

80

100

Poverty
74.0%

Poverty
40.1%

Neither/Both
10.0%

Affluence
16.0%

Affluence
44.4%

Neither/Both
15.5%

NonwhiteWhite

   FIGURE 7.4     Economic Extremes Experienced by Race and Education across Adulthood   



158 Chasing the American Dream

and to experience extreme wealth, affl uence, and success. Likewise, for various 
reasons, individuals may fall from an upper class background into a life of low-
ered income. Perhaps a twist of fate or some other event intervened. 

 In Figure 9.1 we present a conceptual model that illustrates these processes. 
It consists of three funnels, labeled A, B, and C. We can think of these as water 
funnels. The sides of the funnels are porous, such that some of the water sliding 
down the sides will seep out, whereas water running down the middle of the 
funnels will in all likelihood continue on to middle of the next funnel. However, 
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