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Abstract

Mobility studies have traditionally focused on education, occupation and income. Instead, in the current study, we draw on data from the Panel Study of Income Dynamics and analyze intergenerational and intra-generational patterns of wealth mobility among whites and blacks. We find that fewer than 10% of children who grow up in families in the bottom wealth quartile reach high wealth levels by adulthood, whereas over 55% of children who grow up in families in the top wealth quartile hold on to their high wealth levels by adulthood. These overall figures obscure racial differences. For example, over 55% of all white children raised by parents in the top wealth quartile remain in the top or near-top wealth position as adults. This is contrasted to only the 37% of black children raised by parents in the top wealth quartile who remain in the top or near-top wealth position as adults. In terms of intra-generational wealth mobility, only 22% of black adults remain in the top wealth quartile as they age. This is contrasted to the 60% of white adults who remain in the top wealth quartile as they age.
The racial disparity in wealth dwarfs that in any other social or economic measure. While blacks are about twice as likely as whites to be unemployed, half as likely to earn a bachelor's degree, and earn roughly 70 cents on the white dollar, the median net worth of black families is about ten cents for every dollar of the median white family (Oliver and Shapiro 1995; Conley 1999; Keister 2000). This gaping disparity is attributable to both contemporary and historical factors and, in turn, accounts for race gaps in many other outcomes ranging from education to family structure to welfare reliance (Conley 1999). Moreover, the putative increase in household income volatility over the past decades in the U.S. (Hacker 2006) means that wealth may matter even more for securing well-being in the future.
Despite the importance of wealth, studies of the impact of family background in sociology have traditionally focused on education, occupation, and the relationship between the two (e.g., Bielby et al. 1977; Hauser and Featherman 1976; Hauser and Mossel 1985; Hauser and Sewell 1986; Jencks 1972). This literature is vast and includes cohort comparisons, subgroup comparisons, and international comparisons. The typical approach used has been either to construct mobility tables (e.g., Erikson and Goldthorpe 1992; Featherman, Jones, Hauser 1975; Featherman and Hauser 1978; Grusky and Hauser 1984; Hout 1988) or to deploy a path analysis in the status attainment tradition (e.g., Blau and Duncan 1967; Jencks 1972).
In contrast, economists have typically focused on the intergenerational correlation or elasticity in wage rates or total labor market earnings (Chadwick and Solon 2002; Hertz 2007; Mayer and Lopoo 2005; Mazumder 2003; Mazumder and Levine 2003; Solon et al. 1988; Solon et al. 1991; Solon 1992). Only a handful of published studies have examined intergenerational correlations in wealth (e.g., Avery and Rendall 2002; Charles and Hurst 2003). We build on these studies by adding the issues of intra-generational mobility and wealth volatility; by exploring racial inequality in intergenerational mobility processes; and by examining the global impact of family background using sibling correlations. We draw on data from the Panel Study of Income Dynamics (PSID) and find that racial inequality pervades patterns of intra- and inter-generational wealth mobility. Although we present evidence of descriptive associations only, these patterns should inform future work on causal pathways. Before turning to our findings, we discuss previous research on race and wealth.
Race and Wealth


How persistent is the racial gap in wealth over time and across generations?  Answers to this question help us to understand the nature of continued racial inequality as well as the structure of opportunities and rewards in the U.S. society as a whole. Decades ago, Blau and Duncan (1967) found that class background means less in predicting the class status of blacks than in predicting the class status of whites. They described a dynamic of “perverse equality” or “pernicious openness” in which regardless of the class background of parents, blacks were more likely to end up in the lower, manual sector of the economy. Meanwhile, they found that there was a “talented tenth”—i.e., a black elite or middle class—in each cohort. Their models could not predict who would attain that status from one generation to the next. Thus, they ascribed this fluidity to tokenism—a dynamic in which a few blacks from each generation were afforded opportunities to join the professional class. Featherman and Hauser (1978) extended Blau and Duncan’s earlier work on occupational mobility and found that relative immobility was highest at the top and the bottom of the occupational structure: farmers and white-collar workers experienced stagnant relative mobility. They also found that there were “transitional zones” around these areas that experienced a bit more relative mobility, and there was the large middle which experienced tremendous fluidity.
The cohorts that both Blau and Duncan and Featherman and Hauser studied came of age long before the Civil Rights triumphs of the 1960s and the expansion of the black middle class in the 1970s (as defined by occupation, at least). These trends provided the backdrop to Wilson’s (1978) analysis of race and class in which he argued that class had become more salient to the lives of blacks, even so far as to eclipse race as the most important factor in accounting for the life chances of black Americans. These conclusions, however, were drawn from cross-sectional data and lacked basis in over-time analysis within or across generations.  
Two decades later, Conley (1999) wrote that class background in general, and parental wealth levels in particular, had eclipsed the effects of race on a number of specific economic outcomes, and that race mattered indirectly through wealth, but not directly. In making this claim, however, Conley (1999) failed to ask a crucial question: Do wealth and economic opportunity work differently for blacks and whites within and across generations? In other words, how does the process of accumulation and transmission of wealth differ for blacks and whites? Are there interaction effects?
A handful of recent studies have attempted to answer these questions. Analyzing data from the Panel Study of Income Dynamics (PSID), the same data that we use in this analysis, Charles and Hurst (2003) find that the age-adjusted parent-child wealth elasticity is 0.37. They find that income alone accounts for about half of the parent-child wealth correlation, as income between parents and offspring is highly correlated.

Avery and Rendall (2002) draw on data from the 1989 Survey of Consumer Finances which asks family members to answer questions about inheritances received as well as prospective bequests. They match “bequeathor” generations to “receiver” generations to present an intergenerational analysis. They find that inherited wealth is less equally distributed between blacks and whites than non-inherited wealth. Their forecast analysis of future bequests indicates that more than one-third of white “baby boomers” will receive an inheritance worth more than $25,000 in 1989 dollars, whereas fewer than one in twenty blacks will receive an inheritance of that value. The substantial black-white gap in inheritance receipt increases racial wealth inequality.
Finally, in another study, Keister and Deeb-Sossa (2001) do not analyze intergenerational mobility per se, but they do present an analysis of differences between parents’ and children’s median wealth levels. They find that baby boomers accumulate more wealth than their parents at the same ages. We extend these recent findings by focusing on racial differences in intra- and inter-generational wealth mobility as well as volatility. We deploy sibling models in order to ascertain a global assessment of the impact of family background on the wealth attainment of blacks and whites in contemporary America. 
Data and Methods
The PSID began in 1968 with a nationally representative sample of 5,000 American families and has followed them each year since. Needless to say, it is a complicated study design and cannot be done justice in the space allowed here. For a fuller description, see Hill (1992) or Duncan and Hill (1989). By virtue of this complex design, the study has information on the socioeconomic histories of families as well as on the outcomes of multiple children from the same families who were in the original sample, moved into it, or were born to sample members. 
We present analyses of intra-generational and intergenerational mobility, and we rely on two different samples for these analyses. For the intra-generational mobility analysis, we select adult respondents ages 25 to 45 who were head or wife of their household in any (or all) years between 1983 and 2003. We select one random adult person per household (either husband or wife) and follow them over time, although results are similar when we select all adult householders. We follow these adults to 2003 when they are between the ages of 44 and 65. There are two reasons why we truncate our sample at the year 1983. First, prior to that year “wives” were classified differently: there was no category for cohabiting women (what the PSID subsequently called “wife” in quotes). Second, wealth is available only in select survey years, namely, in 1984, 1989, 1994, 1999, 2001, and 2003.
For the intergenerational mobility analysis, we select PSID individuals who were co-resident sons or daughters of the head or “wife” in the 1984 sample who were between the ages of 6 and 21 in that survey year.  We follow these offspring to 2003 when they are between the ages of 25 and 40. We measure the association of their parents’ wealth (or income) levels in 1984 with their own family wealth (or income) levels in 2003, if they have moved out by then and set up their own household.  

Since wealth is ideally measured when adults reach their peak earning years after age 40, we also perform analysis that does not measure the association between parent and child, but relies on sibling correlations as a measure of the influence of family background on wealth accumulation. The sibling correlation captures the influence of parental wealth as well as the influence of all aspects of the family and community that were shared by the siblings. Thus, it includes common genes, the common household environment, common treatment by parents and peers, and common neighborhood influences. It does not capture genetic or environmental differences between the siblings. This analysis relies on the sample of siblings that meet the criteria elucidated above for the intra-generational models. The general approach that we take to estimate the sibling resemblance is a variance decomposition method, following the strategy for income used by Mazumder and Levine (2003) and Solon el al. (1991). See these analyses as well as Conley and Glauber (2007) for a full description of the equations and methods.
The measures that we used to capture intra- and inter-generational mobility and volatility in wealth and income are described below. We should note that both income and wealth are measured at the household/family level, which are coterminous for our purposes.  Mean values—which generally conform to national averages—are presented in Table 1, below.

Family Income: We present analyses for total household income (logged to the base e). In examining movement into and out of income quartiles over a 20 year period, we compare the averaged 1983, 1984, and 1985 income to the averaged 1999, 2001, and 2003 income. This allows for respondents to miss some survey years while still providing data.  
Household Wealth: This variable is taken from the 1984, 1999, 2001, and 2003 waves of the PSID. We present estimates of the natural logarithm of total wealth—with individuals who had zero or negative values set to zero. An individual has to have valid data for 1984 and at least one valid observation for 1999, 2001, or 2003 to be included in the analysis.
If we were concerned with aggregate wealth and income levels, then the selection of certain years would be critical to our estimations given their potential association with different points in the business cycle. However, since we are not interested in comparing overall levels, but in comparing mobility patterns within persons and families across two time periods, we think these cyclical concerns are less troubling. This rests on the assumption that the business cycle affects everyone’s income and wealth proportionately and does not affect their rank order. We try to mitigate these concerns by averaging wealth over two survey years (2001 – 2003) in the latter “destination” time period (with income we are averaging over three time periods, as indicated above). We needed to balance this concern with business cycle effects with our overriding desire to maximize the temporal distance between the “origin” time period (1984) and the “destination” time period (the 2000s). However, when we analyze wealth volatility, we look across all survey years, and the changing economy is an integral part of the story.

We should also note that we include both the main sample of PSID respondents as well as the Survey of Economic Opportunity (SEO) component. Although question have been raised about the representativeness of this low-income sample, especially among blacks (Brown 1996; also see Solon and Lee 2006 footnote 5 for a critical evaluation of the SEO PSID sample), when we analyzed correlations in wealth among whites only, results were similar across samples that included and excluded the SEO component. In the current analysis, we do not have enough cases to exclude the SEO component for blacks.
Findings

The Distribution of Wealth in the United States
How much wealth does the average individual in the U.S. have? How much inequality in wealth is there in the U.S.? We explore answers to these questions in this first section as a backdrop to our mobility and volatility analyses. We provide an analysis for the population as a whole and we look separately at whites and black.  However, due to sample size limitations in the data, we are not able to generate results for Latinos or other minority groups apart from blacks. This is regrettable, since Latinos now form the largest minority group in the United States and also demonstrate one of the highest rates of population growth.  The under-sample of Latinos in our data, the PSID, was due largely to two factors: the timing of the survey and the lack of Spanish speaking interviewers for the original cohort. Much of the expansion of the Latino population in the U.S. has occurred since the 1960s. This means that while the original sample may have been racially representative for the first wave of data in 1968, it did not stay that way given its family tree design that is by nature somewhat resistant to changes in the overall demographic structure of the United States. The study members have since added a Latino (and other new immigrant) sub-sample; however this addition came too late to allow for a long term analysis of wealth trajectories within and across generations. 

Table 1 presents descriptive statistics for all of the variables we use in this study. We present analyses for two cohorts of U.S. adults who were present in our sample in 1984 and remained in the sample by 1999 to 2003.  The first group includes only those who had children in the household between ages six and 21 (these children will be followed in our analysis below). We refer to this group as the intergenerational sample. For these individuals, median household wealth was $26,906 in 1984; in 2003, their children (who are much younger than they were in 1984 on average) had accumulated a median net worth of $43,975 in 1999 to 2003 (in constant, 2006 dollars).
[Table 1 Here]

These population sample statistics mask significant variation by race, as whites are much wealthier than blacks. The intra-generational data in Table 1 show that for the whites in our sample, who were between the ages of 25 and 45 in 1984, median wealth increased by 300% over the 20 year time period, from $63,934 to $194,065. Over the same time period, wealth for the black cohort grew by 468%, from $10,478 to $49,024.  This illustrates how, even with larger percentage increases in net worth (due to the lower baseline figure), the absolute value of the asset gap between blacks and whites yawns over the course of a single generation.

Intergenerational Mobility in Wealth
Intergenerational mobility, or the extent to which the wealth of a child is determined by the wealth of his or her parents, tells us about the overall openness of opportunity in the U.S. We find that it is much harder to move up to the wealth ladder than to stay on top of the ladder. That is, children born to parents with low levels of wealth have a much harder time reaching high levels of wealth as adults than children born to parents with high levels of wealth to begin with.

We find that a high-wealth child is over six and a third times more likely to become a high-wealth adult than is a low-wealth child.  Table 2 shows the percentage of children who move up or down from their parents’ wealth levels as adults for the total sample and separately by race. We measure parents’ wealth in 1984 when children were between the ages of 6 and 21 (inclusively). We then examine these children’s own wealth in the 1999 to 2003 period when they are between the ages of 24 and 40. This is not the ideal age band during which to measure individuals’ asset levels; however, we are limited by the fact that 1984 was the earliest period in which wealth was measured (and therefore these respondents had to be children in their parents’ households then).  We have broken wealth into quartile ranges for both time periods. The terms “bottom” and “top” refer to the group of least and most wealthy individuals, respectively.

[Table 2 Here]
[Table 3 Here]
Findings from Table 2 indicate that children of parents in the bottom quartile in 1984 are highly unlikely to have reached the top quartile as adults by the 1999 to 2003 time period.  Just over 41% of children living with parents in the lowest wealth quartile stay there when they become adults.  Upward mobility to the top half of the distribution is relatively rarer for this group.  Only 28% of the low wealth population has reached the second quartile by adulthood and less than 9% has reached the top quartile by adulthood.  This is contrasted to the over three-quarters (76%) of children whose parents are in the top wealth quartile and who remain in the top half of the distribution by adulthood—and over half of which (55%) who remain in the very top quartile.


These overall trends mask significant variation by race. Of all of the 6 to 21 year-old whites whose parents were in the bottom wealth quartile in 1984, just over a third (35%) remain in the bottom wealth quartile nearly 20 years later, in 2003. For blacks, the low wealth trap is even greater: 44% of blacks who grew up in the lowest wealth households stay there themselves when they reach adulthood.  Put another way, over three-quarters (75%) of blacks who reside in families in the bottom wealth quartile as children remain in the bottom half as adults.  But for whites from the bottom quartile, the chances are almost fifty-fifty as to ending up in the top half of the distribution (they have a 46% chance).

Wealthy white parents have children that are much more likely to hold on to their wealth than wealthy black parents. Over half (56%) of all white children raised by parents in the top wealth quartile stay in the top wealth quartile by adulthood. This is contrasted to only the 37% of similarly situated blacks. What this means is that most well-off blacks are downwardly mobile from their parents’ wealth holdings.
 Indeed, blacks from families in the top quarter of the U.S. wealth distribution are almost half as likely to end up in the very bottom category as they are to stay in the top group.

These racial differences are not accounted for by differences in children’s average ages. Both white and black children are 13 years of age, on average, when we measure their parents’ wealth levels.  Further, this does not necessarily mean that black offspring enjoy lower asset levels than their parents, when they are downwardly mobile in terms of quartile position (though it may be true); rather, since the entire wealth distribution has shifted upward over time, it could just mean that blacks whose offspring slip down a quartile or more are worse off relative to their peers in absolute terms and yet still could be better off in inflation adjusted wealth levels than their parents in absolute terms.
What are the mechanisms that help us to understand why some groups are able to hold on to wealth over generations while other groups lose their grasp on wealth holdings or simply cannot move up as fast? Over the course of American history and into the present day, there have been institutional obstacles to wealth accumulation for blacks that were unique to their race. These are distinct from—but of course related to—discrimination and other obstacles in the labor market and education system. They include racial discrimination in hiring and promotion practices which lead to differences in wages between whites and blacks; patterns of residential segregation; overt discriminatory behavior on the part of real estate agents and lending institutions that lead to lower rates of value increases among black communities relative to white communities.


Though the PSID data represent a marked improvement over other data sources and allow us to examine patterns of intergenerational wealth mobility, the data also present certain limitations. Namely, we are only able to look at short-term mobility patterns from individuals who were between the ages of 6 and 21 and living with their parents to the ages of 21 to 40 and setting up their own adult households. One way to deal with this limitation is to compare our estimates from the above analyses to estimates of sibling and parent-child correlations in wealth.  These correlations adjusts for the relative mean and variation in the parents’ and children’s samples and then provides a summary measure of the amount of movement in relative rank and distance between ranks across those generations (or sibling distributions).  The reason the sibling correlation is particularly useful to address the age limitations of the parent-child analysis is that the sample includes a much wider and (on average) older group. This is due to the fact that for such analysis we do not require them to have been children in their parents’ households in 1984.  Rather, any sibling sets from the PSID with data for any of the years wealth is included can be studied.  This means that they only had to be offspring of a PSID household extending all the way back to 1967.  The mean age for this sample is 36.8.

We can read a sibling correlation as a global effect of family background—environmental and genetic factors— if we assume a model in which offspring are invested in equally (or at least that any favoritism is randomly distributed) and in which siblings cause each other to be more alike than they would be in each other’s absence. It is possible that in some families, sibling dynamics are polarizing, although there is little research on this.
[Table 4 Here]

Table 4 indicates that parents’ wealth is correlated with their adult children’s wealth only at 0.28. What this means is that parents’ wealth accounts for slightly less than one-third of adult offspring’s wealth. This is slightly lower than the correlation of 0.37 that Charles and Hurst (2003) report. Sibling correlations improve upon parent-child correlations by allowing us to take into account unobserved family background factors. Findings reported in Table 4 indicate that siblings resemble each other more than parents and children resemble each other (the sibling correlation is 0.78). This implies that family background explains over three-quarters of where individuals end up on the wealth ladder.

How do we explain the contrast with the much lower parent-child correlation?  It could be one or both of two factors. First, as mentioned above, wealth levels tend to stabilize and peak in the high earning ages of the 40s and 50s.  This could also be the time that class background (and parental wealth effects) finally “rear their heads” so to speak. Second, it could be that other aspects of family background cause siblings to resemble each other in terms of their net worth, but that this is only weakly correlated with parents’ net worth.  For example, imagine that highly educated parents have children that end up with high wealth levels and less educated parents have children that tend to suffer from lower wealth levels.  Here, the effect of family background would be strong even if the parent-child correlation were low. 
When we consider racial differences, in Table 4, we find that both parent-child and sibling correlations are less than half for blacks as compared to whites (0.37 versus 0.79), suggesting that family background exerts a greater influence on whites than on Blacks. Parent-child correlations demonstrate a similar, if less dramatic, pattern. Blacks, parents’ wealth levels are correlated with their adult children’s wealth levels at only 0.22—a figure that is lower than it is for whites (0.28).  These lower sibling and parent-child correlations for blacks vis-à-vis whites in this setting imply greater mobility for blacks as compared to whites.  This, of course, complements the picture provided by the quartile tables, where blacks were more likely to experience downward mobility.  However, a key difference here is the fact that by definition, correlations are based on within-group shifts in relative position.  This means that within the black community, there is more shuffling around. That itself may be a result of a compacted wealth distribution in which the absolute difference between the top and the bottom is not so great.

Intra-Generational Wealth Mobility 
In this section, we address the issue of intra-generational wealth mobility—or, the wealth mobility of an individual over a 20 year period.  We first address this question for the population as a whole (i.e., mobility differences based on where in the wealth distribution one begins), then turn our attention to a number of questions related to racial differences in wealth mobility. 

The bottom panel of Table 2 presents intra-generational quartile movement. The population trends that we saw for intergenerational wealth mobility are again found for intra-generational wealth mobility. It is much easier for individuals to hold on to their high wealth levels than for individuals to move into high wealth levels. A full 58% of individuals in our sample in the top wealth quartile—that is, those whose median wealth in 1984 was about $212,272 (see Table 3)—hold on to their high wealth ranking more than 20 years later (when the median for the top quartile has risen to over $600,000). For individuals who are in the bottom wealth quartile as 25 to 45 year-olds in 1984, only 7% move to the top wealth quartile 20 years later. In other words, where you start out, either as a child, or as a young adult has a large effect on where you end up.  For example, if you start out in the bottom quarter of the wealth distribution, it is more likely that you will remain in that bottom quarter of the population twenty years later than make it into any of the other three quartiles (58% versus 42%) and you have a more than three-quarters chance of staying in the bottom half (87%).  If you start out in the second-to-bottom quartile, then you still suffer from a two in three chance of remaining in the bottom 50% and only a 10% chance of ending up in the top bracket.  

The bottom panels of Table 2 also present quartile movement for whites and blacks. Forty-four percent of whites who were in the bottom wealth quartile as 25 to 45 year-olds in 1984 remain there 20 years later. Of those who begin in the bottom wealth quartile, over two-thirds 68% remain stuck there 20 years later. And of those who do experience upward mobility, only 2% move from the bottom to the top, and only 10% move from the bottom quartile to the top half of the distribution.

The picture looks just as bleak in terms of racial inequality in downward intra-generational mobility. For blacks who were in the top wealth quartile as 25 to 45 year-olds in 1984, fewer than a quarter (22%) remain in the top quartile 20 years later. The figure is much larger for whites, as 60% of whites in our sample who were in the top quartile in 1984 remain in the top wealth quartile 20 years later. Moreover, whites do not fall to the lower quartiles as frequently as blacks. Almost half of blacks in the top quartile (47%) end up in the bottom half of the distribution 20 years later.  Almost a quarter (22%) of the blacks in the second quartile and even 19 percent of blacks in the top quartile end up in the very bottom nineteen years later.  This figure is not nearly as high for whites. Just 3% of whites who leave the top wealth quartile end up in the bottom quartile 20 years later. This racial difference is striking—a five fold difference in the likelihood of “falling from grace” for wealthy blacks as compared to wealthy white. These data suggest that if you are black, the “American Dream” may be much more fleeting than if you are white.
  

Table 4 also presents intra-generational correlations in wealth over the 19 year period for the total population and separately for all whites and then all blacks. In the case of race differences, they provide estimates of mobility (upward and downward) within the race categories—that is, as if there were two societies. The total population intra-generational correlation in wealth over the 19 year period is 0.47.  The correlation for blacks is only slightly lower than that for whites (at 0.38 and 0.39, respectively).  When we compare these results to the overall population intergenerational correlation between parents and children (at 0.28), we see that individuals experience transitions in wealth slightly less in their own adult lifetime than between their parents’ and their own adulthoods—i.e., there is more stickiness between the wealth of an individual at two points in their lifetime as compared to the wealth of parents and children.

Intra-Generational Volatility in Wealth 
Our final dimension for analyzing wealth mobility is to look at the issue of wealth volatility (i.e., year to year fluctuations in wealth). This is important because it tells us the degree to which families have experienced income shocks severe enough to have to dip (significantly) into their wealth buffer. We find that there is substantial wealth volatility among the U.S. population. Table 5 presents mean and median values of inflation adjusted changes in wealth over four time periods: 1984-1989; 1989- 1994; 1994-1999; 1999-2001; and 2001-2003. For all time periods whites experience an increase in their mean and median wealth. Blacks also tend to accumulate wealth over their adulthoods but in much smaller amounts. For example, the median wealth increase between 1984 and 1989 is $1,854 for blacks and $16,434 for whites.

[Table 5 Here]
 Table 6 presents a more specific analysis of wealth losses over time. Because we would expect individuals to spend their wealth during retirement years, our sample consists of pre-retirement adults. Thus, a drop in wealth for this working-age population may indicate a significant event, perhaps related to shocks in their health or their job, or to an event of more limited magnitude such as college tuition payments or moderate housing or stock price fluctuations. We find that a significant proportion of individuals in the U.S. experience at least one $1,000 drop in wealth. Blacks and whites have a similar average number of a $1,000 drop in wealth over the 20 year time period. Over one third of whites experience a drop of at least $1,000 and over a third of all blacks experience a drop of at least $1,000. Whites have more wealth to begin with and are more likely than blacks to experience a drop of $50,000 or even $100,000. These results suggest that even for those people who do manage to accumulate some wealth, economic insecurity is a very real issue.
[Table 6 Here]
Table 2 presents a final set of findings on wealth volatility. We are interested in understanding how well we can capture an individual’s adult wealth attainment if we take only a snap-shot look at their wealth. To do this, we present intra-class correlations, where 1 minus the intra-class correlation indicates the extent to which an individual’s 20 year wealth trajectory is not captured by just one particular year. Or, to put it more simply, this is a summative measure of how (in)stable our wealth is just as the parent-child or sibling correlations are a summative measure of how stable (or mobile) our wealth levels are across generations. What we find is that wealth is very volatile over the adult life course – roughly 85% of wealth status is not captured by one snap-shot, yearly measure. Individuals experience significant transformations in wealth over their adult lifetimes. Unlike the wealth security analysis in, volatility surprisingly does not differ much between whites and blacks. Even upward mobility in wealth levels is captured by this overall index, so blacks and whites may be experiencing qualitatively different kinds of trajectories.  If we interpret these volatility findings in combination with the 20 year mobility results, a picture starts to emerge in which blacks tend to experience up and down swings but where whites achieve more steady growth in their assets.

Income Mobility and Wealth Mobility Comparisons


In the final section of this analysis, we compare mobility in income to mobility in wealth. We reported above that in terms of wealth mobility, it is much easier to hold on to high levels of wealth than it is to move into high levels of wealth (at least for whites), regardless of whether we measure inter- or intra-generational mobility. For income, we find that individuals have a slightly greater chance of intergenerational upward mobility—that is, there is slightly less wealth mobility in the U.S. than income mobility. 

Table 7 presents the income mobility results.  Only 9% of individuals moved from their parent’s bottom wealth quartile to the top wealth quartile as adults (see Table 2); this figure is identical to results for income: 9% of individuals move from their parent’s bottom income quartile to the top income quartile as adults. Downward mobility trends in wealth and income appear to be similar. Only about half of adult children remain in the top income (49%) and wealth quartiles (55%) if they were in the top quartiles as children. This is a similar finding to Hertz’s (2007) finding that 66% of children from the top income quartile remaining in the top or near-top income quartile in adulthood.  (If we add the second quartile as a destination to our analysis, we find that 73% of children in the top income quartile end up in the top half of the distribution as young adults.  The corresponding figure for wealth is 76%.)

We find that blacks have much more trouble reproducing their parents’ income advantages than do whites.  Only 28% of black offspring manage to remain in the top quartile as adults.  In fact, it is almost as likely that they end up the very bottom quartile (22%).  High income has barely any class reproductive power for advantaged black families.  On the other hand, over half (55%) of black offspring who grew up in low income families remain there as adults (compared to only 27% of low income whites).  Taken all together, these figures imply that there is slightly more stickiness in income than in wealth.  This could be due to the “mismeasure” of wealth in our analysis of offspring due to their youth (income trajectories can be measured more reliably at younger ages).  Or, equally plausibly, it could imply that income advantage is more difficult to hold onto across generations.


In terms of intra-generational mobility, we find that income and wealth function similarly.   More than half of (58%) of U.S. individuals fail to move up from the bottom wealth quartile; likewise, 57% of U.S. individuals in our sample remain from the bottom income quartile across two decades. Yet, while over 58% of individuals hold on to the, top wealth ranking, only 51% of individuals hold on to the top income position. Thus, the wealthy elite are able to hold on to their wealth status over a 20 year time period slightly more than the income status elite.

These summative statistics mask significant variation by race. Only 37% of high income blacks are able to hold onto that position two decades later—compared to more than half (52%) of high income whites. Likewise, almost 70 percent (69%) of blacks who are low income in 1984, stay there between 1999 and 2003.  For whites, the corresponding figure is 43%.  These figures, too, are similar to the racial breakdown for intra-generational wealth mobility: 68% of blacks and 44% of whites in the bottom wealth category stay there two decades later (Table 6).  These racial differences in both income and wealth mobility (and lack thereof) are dramatic and suggest that snapshots of income or wealth mask the depth (and duration) of racial economic inequality in the contemporary U.S. Not only are blacks underrepresented in the top income and wealth categories (and conversely, overrepresented among the bottom groups), single point measures understate the degree of these tendencies.

Discussion and Conclusion
There is a high degree of wealth inequality in the United States as compared to income inequality (or as compared to other countries).  Within this landscape of inequality, we found that U.S. families experience a high degree of instability in their own wealth levels.  More than half experience a substantial drop in their assets, pre-retirement (25% or more).  A quarter of all U.S. families lose all their wealth at some point.  The analysis of long trajectories, however, shows that there is a high degree of economic reproduction: Less than 7% of individuals move from the bottom wealth quartile to the top wealth quartile in their adult lifetime. Over 55% of individuals who are in the top wealth quartile as 25 to 44 year-olds remain in the top wealth quartile across their adult lifetime.  This pattern holds across generations and not just within them: Less than 10% of children who grow up in families in the bottom wealth quartile reach high wealth levels by adulthood. Over 55% of children who grow up in families in the top wealth quartile hold on to their high wealth levels by adulthood.  Indeed, which family an individual comes from explains three-quarters of where they end up on the wealth ladder in U.S. society.  

These overall figures mask significant racial differences.  For blacks, family background explains less than 40% of where they end up as adults.  This is largely due to a high degree of downward mobility.  Indeed, black adults who are in the top quarter of the wealth distribution are more likely to end up in the bottom half (25.5%) of the wealth distribution two decades later than to retain their ranking in the top quarter (24.2%).  For inter-generational wealth trajectories, the story is only slightly better: blacks who grew up in a high wealth household are almost as likely to end up in the bottom half of the wealth distribution as they are to remain in their parents’ bracket (26.3% versus 36.8%).  

What is the right degree of inter-generational wealth mobility?  Parents want to be able to pass on the fruits of their savings to their children.  However, a society in which parental wealth levels are the dominant driver of children’s wealth levels seriously calls into question the notion of meritocracy.  We find that over three-quarters of the variation in where individuals end up on the wealth ladder is due to what family they came from.  However, when we look at the effects of parents’ wealth per se on children’s wealth levels, it explains less than half of this “family” effect.  This means that there are many family mechanisms other than direct wealth transfers that affect an offspring’s accumulation of wealth over a lifetime.  Of the things we can measure, parental wealth levels and inheritance dynamics are the two most important background factors that influence filial wealth outcomes.
These concerns dovetail with our findings that over the course of an individual’s lifetime (or at least two decades), the typical U.S. family experiences much movement and insecurity in their wealth.  At first glance, this may appear to demonstrate a bubbling economy of risk takers.  However, even this intra-generational mobility and volatility in wealth is not created equally.  A full 55% of the top quartile of wealth holders remain in that position 20 years later (while only 7% of those at the bottom make the long climb to the top).  Meanwhile, almost one quarter of American households lose all their wealth at some point over that same time period.  In combination, what these two stylized facts tell us is that there are really two Americas when it comes to wealth security.  Those at the top generally do not need to worry about “falling from grace.”  The rest of the U.S. is, however, more vulnerable to economic shocks.  As was the case for intergenerational wealth security and mobility, these patterns are not randomly distributed by race.  Black adults are much more likely to be downwardly mobile or trapped in wealth poverty over their lifetimes than their white counterparts.  Thus, bringing wealth—the neglected half of economic status—into concerns about racial equality of opportunity reveals a U.S. where blacks not only suffer from lower resources but also from less security and opportunity over time.
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Table 2. Intergenerational and Intra-Generational Quartile Mobility in Wealth by Race (percentages)
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Table 5. Intra-generational Volatility in Wealth: Change from 1984 to 2003 (2006 Dollars)
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Table 6. Intra-generational Loss of Wealth: 1984 to 2003 (2006 Dollars)



[image: image7.wmf]Bottom

Third

Second

Top

Total Sample 1984

Bottom

46

29

16

9

Third

28

30

28

15

Second

16

24

32

28

Top

10

17

24

49

Total

25

25

25

25

Bottom

Third

Second

Top

White 1984

Bottom

27

41

20

12

Third

22

29

30

19

Second

13

22

34

31

Top

8

16

24

53

Total

15

23

28

33

Bottom

Third

Second

Top

Black 1984

Bottom

55

24

15

7

Third

38

33

22

7

Second

31

28

28

13

Top

22

25

25

28

Total

43

28

19

10

Bottom

Third

Second

Top

Total Sample Parents 1984

Bottom

57

23

12

7

Third

25

36

27

13

Second

12

24

35

29

Top

6

17

26

51

Total

25

25

25

25

Bottom

Third

Second

Top

White Parents 1984

Bottom

43

27

18

13

Third

18

33

33

16

Second

10

22

35

33

Top

6

15

27

52

Total

16

23

29

32

Bottom

Third

Second

Top

Black Parents 1984

Bottom

69

20

7

3

Third

38

42

15

5

Second

19

34

32

15

Top

11

33

19

37

Total

47

30

15

9

Panel B: Intra-Generational Mobility

Total Sample Offspring 1999-2003

White Offspring 1999-2003

Black Offspring 1999-2003

Table 7. Intergenerational and Intra-Generational Quartile Mobility in Income by Race (percentages)

Total Sample 1999-2003

White 1999-2003

Black 1999-2003

Panel A: Intergenerational Mobility








� Our sample size of blacks in the top wealth quartile is very small. This small sample size explains the counter-intuitive finding of a very small percentage, 1.3 to be exact, of blacks who were raised by parents in the top wealth quartile and remain in the top wealth quartile as adults. The small sample size also precludes a meaningful comparison between whites and blacks who move from the bottom wealth quartile to the top quartile as adults.


� We should note again that as with intergenerational mobility, racial differences are not attributable to racial differences in ages. 
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