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Figure 1: Gini coefficient

 
Source: Kopczuk, Saez, Song QJE'10: Wage earnings inequality



25% 

30% 

35% 

40% 

45% 

50% 

19
17

 
19

22
 

19
27

 
19

32
 

19
37

 
19

42
 

19
47

 
19

52
 

19
57

 
19

62
 

19
67

 
19

72
 

19
77

 
19

82
 

19
87

 
19

92
 

19
97

 
20

02
 

20
07

 
20

12
 

To
p 

10
%

 In
co

m
e 

Sh
ar

e 
Top	
  10%	
  Pre-­‐tax	
  Income	
  Share	
  in	
  the	
  US,	
  1917-­‐2013	
  

	
  	
  

Source: Piketty and Saez, 2003 updated to 2013. Series based on pre-tax cash market income including realized 
capital gains and excluding government transfers.  
 



0% 

5% 

10% 

15% 

20% 

25% 

19
13

 
19

18
 

19
23

 
19

28
 

19
33

 
19

38
 

19
43

 
19

48
 

19
53

 
19

58
 

19
63

 
19

68
 

19
73

 
19

78
 

19
83

 
19

88
 

19
93

 
19

98
 

20
03

 
20

08
 

20
13

 

Sh
ar

e 
of

 to
ta

l i
nc

om
e 

fo
r e

ac
h 

gr
ou

p 

	
  
	
  
	
  

Decomposing Top 10% into 3 Groups, 1913-2013 

Top 1% (incomes above $392,000 in 2013) 

Top 5-1% (incomes between $165,500 and $392,000) 

Top 10-5% (incomes between $116,500 and $165,500) 

Source: Piketty and Saez, 2003 updated to 2013. Series based on pre-tax cash market income including realized 
capital gains and excluding government transfers. 
 



0% 

2% 

4% 

6% 

8% 

10% 

12% 

19
16

 
19

21
 

19
26

 
19

31
 

19
36

 
19

41
 

19
46

 
19

51
 

19
56

 
19

61
 

19
66

 
19

71
 

19
76

 
19

81
 

19
86

 
19

91
 

19
96

 
20

01
 

20
06

 
20

11
 

Capital Gains 

Capital Income 

Business Income 

Salaries 

Source: Piketty and Saez, 2003 updated to 2013. Series based on pre-tax cash market income 
including or excluding realized capital gains, and always excluding government transfers. 
 

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  US	
  Top	
  0.1%	
  Pre-­‐Tax	
  Income	
  Share	
  and	
  Composi:on 
 



Average Income 
Real Growth

Top 1% Incomes 
Real Growth

Bottom 99% 
Incomes Real 

Growth

Fraction of total 
growth (or loss) 

captured by top 1%

(1) (2) (3) (4)

Full period           
1993-2012 17.9% 86.1% 6.6% 68%

Clinton Expansion    
1993-2000 31.5% 98.7% 20.3% 45%

2001 Recession    
2000-2002 -11.7% -30.8% -6.5% 57%

Bush Expansion   
2002-2007 16.1% 61.8% 6.8% 65%

Great Recession 2007-
2009 -17.4% -36.3% -11.6% 49%

Recovery               
2009-2012 6.0% 31.4% 0.4% 95%

Computations based on family market income including realized capital gains (before individual taxes).
Incomes exclude government transfers (such as unemployment insurance and social security) and non-taxable fringe benefits.
Incomes are deflated using the Consumer Price Index.
Column (4) reports the fraction of total real family income growth (or loss) captured by the top 1%.
For example, from 2002 to 2007, average real family incomes grew by 16.1% but 65% of that growth
accrued to the top 1% while only 35% of that growth accrued to the bottom 99% of US families.
Source: Piketty and Saez (2003), series updated to 2012 in August 2013 using IRS preliminary tax statistics for 2012.

Table 1. Real Income Growth by Groups
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17.1
Relative Income Inequality: Select OECD Countries

Income Quintile
Bottom Second Third Fourth Highest Top 10%

Sweden 10.7 14.4 17.6 21.5 35.7 10.9
Austria 8.4 12.4 16.8 22.3 40.1 13.6
France 9.4 12.9 16.3 21 40.4 15.2
UK 7.9 11.2 15 20.6 45.4 19.8
USA 3.3 8.5 14.6 23.4 50.2 21.3
Mexico 4.6 7.8 11.6 18.3 57.6 32.3
OECD 
Average

8.5 12.2 16 21.1 42.2 16.7



9 of 35

C H A P T E R  1 7 ■ I N C O M E  D I S T R I B U T I O N  A N D  W E L F A R E  P R O G R A M S

Public Finance and Public Policy   Jonathan Gruber   Fourth Edition   Copyright © 2012  Worth Publishers

17.1
Poverty Lines by Family Size (2012)

Size of Family Unit Poverty Line

1 $11,170

2 15,130

3 19,090

4 23,050

5 27,010

For each additional person, add 3,960



declined steadily during this period, falling from 24.6 percent in 1970 to
10.2 percent in 2003.

Other factors may better explain why the poverty rate has failed to fall. Rising
numbers of female headed families may offset income gains from women’s increas-
ing labor force participation. Increasing income inequality—in particular stem-
ming from declines in wages for less-skilled workers—may have limited the poverty-
fighting effects of economic growth. Finally, the level of and changes in
government benefits directed toward the nonelderly may explain why the noneld-
erly poverty rate has not moved in the same direction as elderly poverty. Our task
in this paper is to document and quantify the effects of these competing factors to
understand recent poverty trends better. Since the steady fall in elderly poverty
rates in recent decades is likely explained by other factors such as Social Security
(Englehardt and Gruber, 2004), we focus throughout this paper on the conundrum
of why the nonelderly poverty rate has failed to decline as the economy has
expanded.

Dimensions of Poverty

In this section, we summarize some basic facts about poverty in the United
States, relying on a combination of previously published data from the Census

Figure 1
Trends in Individual Poverty Rates and Real GDP per Capita, 1959–2003
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Source: Poverty rates are from U.S. Bureau of the Census, Current Population Survey, Annual Social
and Economic Supplements. The GDP per capita series is from the Economic Report of the
President (2005).
Note: The poverty rate data are unavailable for some subgroups for 1960–1965.
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parent families comprise 39.1 percent of the poor, although persons in such
families make up only 14.4 percent of the total population.

The racial and ethnic composition of the poor is disproportionately minority,
but the modal poor individual is a white non-Hispanic. In 2003, 42.2 percent of the
poor were white, 24.1 percent black and 26.8 percent Hispanic. In the overall popu-
lation, whites make up 65.7 percent, blacks make up 12.6 percent, and Hispanics
15.1 percent. Immigrants are 17.4 percent of the poor. The bottom row of Table 1
shows that half of the poor were in a family whose household head worked in the past
year. In the population overall, 81 percent of household heads worked.

Persistence of Poverty
One dimension of poverty that cannot be captured using data from the

Current Population Survey is its persistence, since the CPS only asks about income
in a given year and does not ask about individuals’ income history. Bane and
Ellwood (1986) provide a fundamental contribution to our understanding of the
dynamics of poverty. In particular, imagine that during a calendar year one family
is poor for all 12 months and 12 other families are poor for only one month each.
At any given time, two families are poor, and half of those who are poor at any given
time are poor for the long term. But over the course of a year, only one of the
13 families who experienced at least one month of poverty were poor for an

Table 1
Characteristics of the Nonelderly Poor, 2003
(percentage with given characteristic)

Among nonelderly poor Among all nonelderly

Individual characteristics
Age �18 39.8% 28.8%
Male 45.5% 49.8%
Female 54.5% 50.2%
Family head is

Married 35.0% 66.6%
Single with kids 39.1% 14.4%
Single without kids 25.8% 18.9%

White 42.2% 65.7%
Black 24.1% 12.6%
Hispanic 26.8% 15.1%
Family head’s education

�High school 35.3% 14.4%
Native-born 82.6% 87.4%
Immigrant 17.4% 12.6%
Head worked last year 50.0% 81.1%

Source: Author’s tabulations of the 2004 March CPS.
Note: The age, gender, race and ethnicity are assigned using the individual’s characteristics. Family type,
immigrant status, education and employment are assigned based on characteristics of the head of the family.
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Figure 2
Nonelderly Poverty Rates, Unemployment Rates and Median Wages, 1967–2003
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Source: Authors’ tabulations of the 1968–2004 March CPS.
Notes: Median hourly wages are defined for all full-time working men. See text for more details.

Figure 3
Nonelderly Poverty Rates and Inequality, 1967–2003
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graphic changes can explain trends in the poverty rate (Cancian and Reed, 2001;
Blank and Card, 1993). Here we update that literature.

Table 3 presents the results of our analysis. The first two columns of Table 3
show the distribution of individuals in 1967 and 2003, by family type. We categorize
individuals by one of six different family types: married individuals with and without
children; single females with and without children; and single males with and
without children. Table 3 shows that in 2003, 67 percent of persons lived in married
couple families, down from 86 percent in 1967. In contrast, the percentage of
persons living in unmarried parent families increased from 7 percent in 1967 to
14.4 percent in 2003. In columns 3 and 4, we provide the actual poverty rates for
persons in each family type. While poverty rates decreased between 1967 and 2003
for all groups, there are persistent differences across groups—with the highest
poverty rates for persons in single parent families and the lowest poverty rates for
persons in married couple families.

We can use these data to illustrate the change in poverty between 1967 and
2003 that is predicted purely from changes over time in the fraction of individuals
living in different family types. Specifically, we hold constant the poverty rates
within each family type at their 1967 level, but allow the fraction of individuals
living in each family type to change to their 2003 levels. Changes in family structure
alone predict that poverty rates should have risen from 13.3 percent in 1967 to
17 percent in 2003. Thus, like the changes in unemployment, median wages and
wage inequality, changes in family types substantially overpredict the actual in-
crease in poverty rates over time.

How were the higher poverty rates predicted by the population shift toward

Table 3
Effect of Family Structure on Nonelderly Poverty Rates

Percentage of
nonelderly persons by

family type

Percentage of
nonelderly persons in
poverty by family type

1967 2003 1967 2003

Persons by family type
Married couples with children 67.3 44.2 10.7 8.1
Married couples without children 18.7 22.4 5.8 4.1
Single women with children 6.2 11.9 51.2 37.3
Single men with children 0.8 2.5 28.4 22.0
Single women without children 4.4 9.6 25.4 18.6
Single men without children 2.6 9.3 18.1 16.2

All persons
Percentage in poverty, actual 13.3 12.8
Predicted poverty, changes in family type only 17.0

Source: Authors’ tabulations of the 1968 and 2004 March CPS.
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have a larger effect than means-tested cash payments, reducing the poverty rate by
nearly 3 percentage points from 15.2 to 12.4 percent.

The Bureau of the Census also provides calculations of income and poverty
that include noncash transfers, which are based on assumptions about the cash
equivalent value of each in-kind benefit program. The impacts on poverty are
shown in lines (h), (i) and (j) of Table 4. Comparing lines (h) and (j), we see that
means-tested noncash transfers reduce poverty by about 1.5 percentage points.

Taken together, these calculations suggest that government programs do have
a modest effect on poverty, even though many of them are not accounted for in the
official rate. More to the point, these programs may have a substantial effect on the

Table 4
Percentage of Persons in Poverty by Alternative Definition of Income, 2003,
Measuring Impacts of Government Programs

Nonelderly
persons Children

(a) Official poverty measure
(Money income � pretax, postgovernment cash transfers) 12.7 17.6
Poverty reduction due to EITC
(b) Money income (official measure) less all taxes except EITC 13.9 19.1
(c) Money income less all taxes (including EITC) 12.2 16.0
Poverty reduction due to means-tested cash transfers
(d) Full income less taxes less means tested government cash transfersa 12.2 15.8
(e) Full income less taxes 11.4 14.9
Poverty reduction due to non means-tested cash transfers
(f) Pregovernment transfer money income less taxesb 15.2 17.8
(g) Pregovernment transfer money income less taxes plus nonmeans

tested cash government transfers
12.4 15.9

Poverty reduction due to means-tested noncash transfers
(h) Full income less taxes (definition e above) 11.4 14.9
(i) Full income less taxes plus Medicaid 10.8 13.8
(j) Full income less taxes plus Medicaid plus other means-tested

government noncash transfers
9.9 12.3

Source: U.S. Bureau of the Census (2005) and special tabulations by the Census Bureau.
Notes: To locate these figures in the Census report, note that (a) is Census definition 1; (b) is Census
definition 1a; (c) is Census definition 1b; (d) is Census definition 11; (e) is Census definition 12; (f) is
Census definition 8; (g) is Census definition 9; (i) is Census definition 13; and (j) is Census definition
14. Taxes include payroll taxes, federal and state taxes. Means-tested government cash transfers include
TANF, Supplemental Security Income, means tested Veteran’s payments and other public assistance.
Non-means-tested government cash transfers includes Social Security, unemployment compensation,
worker’s compensation, nonmeans tested Veteran’s payments, Railroad Retirement, Black Lung pay-
ments, Pell Grants and other educational assistance. Means-tested noncash transfers include food
stamps, rent subsidies, and free and reduced-price school lunches. For details on simulating taxes, see
O’Hara (2004). For details on calculating the value of noncash benefits, see U.S. Bureau of the Census
(1992).
a Full income includes pretransfer money income less means tested transfers plus capital gains, em-
ployer paid health insurance, Medicare and regular-price school lunches.
b Income measure also includes capital gains and employer paid health insurance.
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the poverty rate fell so much between 1959 and 1969, while a growing and
increasingly low-income immigrant population cannot explain much of the trend
in poverty prior to 1980. On the other hand, if we focus on the second half of the
period, we see that while poverty rates among natives have changed little, poverty
rates among immigrants have increased by nearly two percentage points, and the
fraction of the population that is foreign born has increased by six percentage
points. Taken together, these changes should put upward pressure on the poverty
rate, but how much?

To answer this question, we begin by considering the extent to which overall
poverty would have declined if the share of immigrants had increased over time but
immigrants and natives had kept same poverty rates as in 1979. We find that if the
level of poverty among immigrants had stayed the same as it was in 1979, the rising
share of immigrants would have increased the poverty rate from 12.3 percent
(1979) to 12.5 percent (1999), a number that is only slightly bigger than the actual
value of 12.4 percent. We also consider the effects of changes over time in the
fraction of immigrants who are poor. If we hold population shares and native
poverty rates constant at their 1979 levels, but allow poverty rates among immi-
grants to vary across Census years, then the predicted overall poverty rate in 1999
is about 0.1 percentage points higher than its 1979 level. Although recent immi-
grants are poorer than their predecessors, their fraction of the population is simply
too small to affect the overall poverty rate by much.

These calculations are based on an important assumption, however, which is
that large influxes of immigrants do not reduce job opportunities available to
natives. If the presence of immigrant workers depresses native’s wages, then the
overall impact of immigration on the poverty rate will be higher. Evidence on the
labor market effects of immigration is mixed (see Borjas, 1999, for an overview of
this literature), but it seems safest to consider these estimates as lower bounds.

Table 5
Nonelderly Poverty Rates in Native and Immigrant Households, by Year

All persons
Persons in households headed

by a native
Persons in households headed

by an immigrant

Poverty rate Poverty rate
Percentage of
population Poverty rate

Percentage of
population

1959 20.6 20.9 95.8 14.1 4.2
1969 12.4 12.5 95.9 11.2 4.1
1979 12.3 12.1 94.0 15.6 6.0
1989 12.9 12.5 91.4 17.5 8.6
1999 12.4 11.8 87.9 17.4 12.1

Source: Authors’ tabulations of 1960, 1970, 1980, 1990 and 2000 Census files.
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Notes:  The rates are anchored at the official rate in 1980.  Data are from the CPS-ASEC/ADF.  Official Income Poverty follows the U.S. Census definition of income 
poverty using official thresholds.  For measures other than the official one, the threshold in 1980 is equal to the value that yields a poverty rate equal to the official poverty 
rate in 1980 (13.0 percent).  The thresholds in 1980 are then adjusted overtime using the CPI-U-RS.  Poverty status is determined at the family level and then person 
weighted. After-Tax Money Income includes taxes and credits (calculated using TAXSIM).  After-Tax Money Income + Noncash Benefits Excluding Home Equity also 
includes food stamps and CPS-imputed measures of housing and school lunch subsidies, and the fungible value of Medicaid and Medicare.  This last series is only 
available starting with the 1980 CPS-ASEC/ADF. See Data Appendix for more details.
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Notes: The rates are anchored at the official rate in 1980.  Poverty status is determined at the family level and then person weighted.  Consumption data are from the CE 
Survey and income data are from the CPS-ASEC/ADF.  Official Income Poverty and After-Tax Money Income Poverty are as in Figure 1.  CE Survey data are not available 
for the years 1974-1979 and 1982-1983.  Also, consumption data are not available for the years 1984-1987 for measures that include health insurance.
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18.1
Tax Revenue by Type of Tax in the United States
(2010, % of Total Tax Revenue)

Federal
State and 

Local
Total

Individual income taxes 42% 20% 34%
Social insurance contributions 
(payroll tax) 35 0 24
Corporate taxes 13 4 10
Consumption tax 3 34 14
Property tax 0 33 11
Other 7 9 7



8 of 46

C H A P T E R  1 8 ■ T A X A T I O N  I N  T H E  U N I T E D  S T A T E S  A N D  A R O U N D  T H E  W O R L D

Public Finance and Public Policy   Jonathan Gruber   Fourth Edition   Copyright © 2012  Worth Publishers

18.1
Taxation Around the World

Norway Denmark
OECD 

Average
Individual income taxes 24% 55% 25%
Social insurance contributions 
(payroll tax) 23 2 27
Corporate taxes 22 5 8
Consumption tax 26 30 31
Property tax 3 4 5
Other 2 4 4



2. Federal Average Tax Rates by Income Groups 
(individual+corporate+payroll+estate taxes)
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ONLINE APPENDIX FIGURE V
Alternative Measures of Upward Mobility

A. Absolute Upward Mobility Adjusted for Local Cost-of-Living

B. Probability of Reaching Top Quintile Given Parents in Bottom Quintile

Notes: Panel A replicates Figure VIa, adjusting for differences in cost-of-living across areas. To construct this figure, we first
deflate parent income by a cost-of-living index (COLI) for the parent’s CZ when he/she claims the child as a dependent and
child income by a COLI for the child’s CZ in 2011. We then compute parent and child ranks using the resulting real income
measures and replicate the procedure in Figure VIa exactly. The COLI is constructed using data from the ACCRA price index
combined with information on housing values and other variables as described in Appendix A. Panel B presents a heat map
of the probability that a child reaches the top quintile of the national family income distribution for children conditional on
having parents in the bottom quintile of the family income distribution for parents. This figure is constructed using data from
the 1980-85 birth cohorts. We report the unweighted and population-weighted correlation coefficients between these measures
and the absolute upward mobility measures in Figure VIa across CZs in both figures. The CZ-level statistics underlying these
figures are reported in Online Data Table V.

 
 
Source: Chetty, Hendren, Kline, and Saez (2014)



FIGURE II: Association between Children’s Percentile Rank and Parents’ Percentile Rank

A. Mean Child Income Rank vs. Parent Income Rank in the U.S.
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B. United States vs. Denmark
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Notes: These figures present non-parametric binned scatter plots of the relationship between child and parent income ranks.
Both figures are based on the core sample (1980-82 birth cohorts) and baseline family income definitions for parents and
children. Child income is the mean of 2011-2012 family income (when the child was around 30), while parent income is mean
family income from 1996-2000. We define a child’s rank as her family income percentile rank relative to other children in
her birth cohort and his parents’ rank as their family income percentile rank relative to other parents of children in the core
sample. Panel A plots the mean child percentile rank within each parental percentile rank bin. The series in triangles in Panel
B plots the analogous series for Denmark, computed by Boserup, Kopczuk, and Kreiner (2013) using a similar sample and
income definitions (see text for details). The series in circles reproduces the rank-rank relationship in the U.S. from Panel A
as a reference. The slopes and best-fit lines are estimated using an OLS regression on the micro data for the U.S. and on the
binned series (as we do not have access to the micro data) for Denmark. Standard errors are reported in parentheses.

 
 
Source: Chetty, Hendren, Kline, Saez (2014)
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partners and their relatives, coresi-
dent unrelated children under 
the age of 15, and foster children 
under the age of 22. Because of 
these differences, official poverty 
measure estimates are reported for 
families, while SPM estimates are 
reported for resource units. Both 
measures also provide estimates 
for unrelated individuals.9

The difference in measurement 
unit also leads to a difference in 
universe: the SPM includes unre-
lated children under the age of 15, 
while the official poverty measure 
does not. To account for this differ-
ence, this report uses the designa-
tion “official+” when directly com-
paring the official and SPM poverty 
measures. Estimates of official+ 
poverty add unrelated individuals 

under the age of 15 to the official 
poverty universe. These individuals 
are given the official poverty status 
of the household reference person.

The SPM does not replace the 
official poverty measure, nor is it 
designed to be used for program 
eligibility or funding distribution. 
The main differences in the two 
measures are summarized in the 
“Differences in Poverty Measures” 
table. Updates to the SPM for 
2023 can be found in Appendix B. 
Additional details are available in 
the SPM technical documentation 
at <https://www2.census.gov/
programs-surveys/supplemental-
poverty-measure/datasets/spm/
spm_techdoc.pdf>. Comparisons 
over time should be made with 
caution due to changes in survey 
design, sampling, and instrument 

changes, as well as data 
processing and methodological 
improvements.10

OFFICIAL POVERTY BY 
SELECTED CHARACTERISTICS

In 2023, the official poverty rate 
fell 0.4 percentage points to 
11.1 percent, the first statistically 
significant change in the official 
poverty rate since 2020 (Figure 
1 and Table A-1). There were 36.8 
million people in poverty in 2023, 
not statistically different from 
2022. Of the demographic groups 
presented in Figure 2, only one—
individuals reporting Two or More 
Races—experienced an increase in 
poverty in 2023. Official poverty 
rates for the other demographic 
groups either decreased or were 

Figure 1.
Number in Poverty and Poverty Rate Using the O	cial Poverty Measure: 1959 to 2023

Note: Population as of March of the following year. The data for 2017 and beyond reflect the implementation of an updated processing 
system. The data for 2013 and beyond reflect the implementation of the redesigned income questions. Refer to Table A-3 for historical 
footnotes. The data points are placed at the midpoints of the respective years. Information on recessions is available in Appendix C. 
Information on confidentially protection, sampling error, nonsampling error, and definitions is available at 
<https://www2.census.gov/programs-surveys/cps/techdocs/cpsmar24.pdf>.
Source: U.S. Census Bureau, Current Population Survey, 1960 to 2024 Annual Social and Economic Supplements (CPS ASEC). 
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Table 1. Upward Mobility in the 50 Largest Metro Areas: The Top 10 and Bottom 10 

Rank Commuting Zone 

Odds of Reaching  

Rank 
Commuting 

Zone 

Odds of Reaching 

Top Fifth from   Top Fifth from 

Bottom Fifth   Bottom Fifth 

            

1 San Jose, CA 12.9%   41 Cleveland, OH 5.1% 

2 San Francisco, CA 12.2%   42 St. Louis, MO 5.1% 

3 Washington DC 11.0%   43 Raleigh, NC 5.0% 

4 Seattle, WA  10.9%   44 Jacksonville, FL 4.9% 

5 Salt Lake City, UT 10.8%   45 Columbus, OH 4.9% 

6 New York, NY 10.5%   46 Indianapolis, IN 4.9% 

7 Boston, MA 10.5%   47 Dayton, OH 4.9% 

8 San Diego, CA 10.4%   48 Atlanta, GA 4.5% 

9 Newark, NJ 10.2%   49 Milwaukee, WI 4.5% 

10 Manchester, NH 10.0%   50 Charlotte, NC 4.4% 

Source: Chetty et al. 2014 

 



§  Probability that a child born to parents in the bottom fifth 
of the income distribution reaches the top fifth: 

 

 
à Chances of achieving the “American Dream” are almost   
    two times higher in Canada than in the U.S. 

Canada 

Denmark 

UK 

USA 

13.5% 

11.7% 

7.5% 

9.0% Blanden and Machin 2008  

Boserup, Kopczuk, and Kreiner 2013 

Corak and Heisz 1999 

Chetty, Hendren, Kline, Saez 2014 

The American Dream? 



Note: Lighter Color = More Upward Mobility 
Download Statistics for Your Area at www.equality-of-opportunity.org 

The Geography of Upward Mobility in the United States 
Probability of Reaching the Top Fifth Starting from the Bottom Fifth 

US average 7.5% [kids born 1980-2] 



The Geography of Upward Mobility in the United States 
Odds of Reaching the Top Fifth Starting from the Bottom Fifth 

SJ 12.9% 

     LA 9.6% 

Atlanta 4.5% 

Washington DC 11.0% 

Charlotte 4.4% 

Indianapolis 4.9% 

Note: Lighter Color = More Upward Mobility 
Download Statistics for Your Area at www.equality-of-opportunity.org 

SF 12.2% 

     San Diego 10.4% 

SB 11.3% 

Modesto 9.4% 
Sacramento 9.7% 

Santa Rosa 10.0% 

Fresno 7.5% 

US average 7.5% [kids born 1980-2] 

Bakersfield 12.2% 
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that much of the variation in upward mobility across areas 
may be driven by a causal effect of the local environment 
rather than differences in the characteristics of the people 
who live in different cities. Place matters in enabling intergen-
erational mobility. Hence it may be effective to tackle social 
mobility at the community level. If we can make every city in 
America have mobility rates like San Jose or Salt Lake City, 
the United States would become one of the most upwardly 
mobile countries in the world.

Correlates of Spatial Variation
What drives the variation in social mobility across areas? 
To answer this question, we begin by noting that the spatial 
pattern in gradients of college attendance and teenage birth 
rates with respect to parent income is very similar to the spa-
tial pattern in intergenerational income mobility. The fact that 
much of the spatial variation in children’s outcomes emerges 
before they enter the labor market suggests that the differ-
ences in mobility are driven by factors that affect children 
while they are growing up.

We explore such factors by correlating the spatial variation in 
mobility with observable characteristics. We begin by show-
ing that upward income mobility is significantly lower in areas 
with larger African-American populations. However, white 
individuals in areas with large African-American populations 
also have lower rates of upward mobility, implying that racial 
shares matter at the community (rather than individual) level. 
One mechanism for such a community-level effect of race is 
segregation. Areas with larger black populations tend to be 
more segregated by income and race, which could affect both 

white and black low-income individuals adversely. Indeed, 
we find a strong negative correlation between standard mea-
sures of racial and income segregation and upward mobility. 
Moreover, we also find that upward mobility is higher in cities 
with less sprawl, as measured by commute times to work. 
These findings lead us to identify segregation as the first of 
five major factors that are strongly correlated with mobility.

The second factor we explore is income inequality. CZs with 
larger Gini coefficients have less upward mobility, consistent 
with the “Great Gatsby curve” documented across countries.7 
In contrast, top 1 percent income shares are not highly cor-
related with intergenerational mobility both across CZs within 
the United States and across countries. Although one can-
not draw definitive conclusions from such correlations, they 
suggest that the factors that erode the middle class hamper 
intergenerational mobility more than the factors that lead to 
income growth in the upper tail. 

Third, proxies for the quality of the K–12 school system are 
also correlated with mobility. Areas with higher test scores 
(controlling for income levels), lower dropout rates, and 
smaller class sizes have higher rates of upward mobility. In 
addition, areas with higher local tax rates, which are predomi-
nantly used to finance public schools, have higher rates of 
mobility. 

Fourth, social capital indices8—which are proxies for the 
strength of social networks and community involvement in an 
area—are very strongly correlated with mobility. For instance, 
areas of high upward mobility tend to have higher fractions 

Rank Commuting Zone Odds of Reaching 
Top Fifth from 
Bottom Fifth 

Rank Commuting Zone Odds of Reaching 
Top Fifth from 
Bottom Fifth

1 San Jose, CA 12.9%  41 Cleveland, OH 5.1%

2 San Francisco, CA 12.2%  42 St. Louis, MO 5.1%

3 Washington, D.C. 11.0%  43 Raleigh, NC 5.0%

4 Seattle, WA 10.9%  44 Jacksonville, FL 4.9%

5 Salt Lake City, UT 10.8%  45 Columbus, OH 4.9%

6 New York, NY 10.5%  46 Indianapolis, IN 4.9%

7 Boston, MA 10.5%  47 Dayton, OH 4.9%

8 San Diego, CA 10.4%  48 Atlanta, GA 4.5%

9 Newark, NJ 10.2%  49 Milwaukee, WI 4.5%

10 Manchester, NH 10.0%  50 Charlotte, NC 4.4%

 Table 1. Upward Mobility in the 50 Largest Metro Areas: The Top 10 and Bottom 10

Note: This table reports selected statistics from a sample of the 50 largest commuting zones (CZs) according to their populations in the 2000 Census. The columns report 
the percentage of children whose family income is in the top quintile of the national distribution of child family income conditional on having parent family income in the 
bottom quintile of the parental national income distribution—these probabilities are taken from Online Data Table VI of Chetty et al., 2014a.

Source: Chetty et al., 2014a. 
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Average vs. bottom 50% income growth per adult 

Average national income per adult: 
61% growth from 1980 to 2014 

Bottom 50% pre-tax: 1% growth from 1980 to 2014 

Bottom 50% post-tax: 21% growth from 
1980 to 2014 



Income group Number of adults Average 
income Income share Average 

income Income share

Full Population 234,400,000 $64,600 100% $64,600 100%

Bottom 50% 117,200,000 $16,200 12.5% $25,000 19.4%

Middle 40% 93,760,000 $65,400 40.5% $67,200 41.6%

Top 10% 23,440,000 $304,000 47.0% $252,000 39.0%

Top 1% 2,344,000 $1,300,000 20.2% $1,010,000 15.6%

Top 0.1% 234,400 $6,000,000 9.3% $4,400,000 6.8%

Top 0.01% 23,440 $28,100,000 4.4% $20,300,000 3.1%

Top 0.001% 2,344 $122,000,000 1.9% $88,700,000 1.4%

Pre-tax income Post-tax income
National Income Distribution 2014 from Piketty, Saez, and Zucman NBER '16

 



Tax progressivity has declined since the
1960s
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Men still make 85% of the top 1% of the
labor income distribution
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ing to the shifting concentration of poverty 
from South Asia to Sub-Saharan Africa. 

This pattern is likely to continue in the 
coming decade. Simulations show that, as the 
number of extreme poor continues to decline 
in South Asia, the forecasts based on histor-
ical regional performance indicate that there 
will be no matching decline in poverty in Sub- 
Saharan Africa (figure 1.3). In 2030, the share 
of the global poor residing in Sub-Saharan  
Africa is forecasted to be about 87 percent, if 
economic growth over the next 12 years is sim-
ilar to historical growth patterns. (For more 
details on the simulations, see annex 1B.)

One important reason for the changing 
regional concentration of extreme poverty, 
and the projected increase in the share of the 
global poor residing in Sub-Saharan Africa, 
is the regional differences in per capita GDP 
growth. Focusing on the three regions that 
have accounted for the bulk of the poor, the 
average annual growth rate since 1990 has 
consistently been highest in the East Asia and 
Pacific region (between 5 and 10 percent), fol-
lowed by South Asia, and then Sub-Saharan 
Africa. South Asia has maintained an average 
growth rate between 5 and 6 percent over the 
last decade (figure 1.4). The average growth 

FIGURE 1.3 Number of Extreme Poor by Region, 1990–2030

Source: PovcalNet (online analysis tool), http://iresearch.worldbank.org/PovcalNet/. World Bank, Washington, DC, World Development 
Indicators; World Economic Outlook; Global Economic Prospects; Economist Intelligence Unit.
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FIGURE 1.4 Regional GDP per Capita Growth and Average Growth for 
the Extreme Poor, 1990–2017
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this cost should be considered as a tax on workers that the government imposes 
to achieve wider health insurance coverage (Saez and Zucman 2019b). Like other 
taxes, this cost should be subtracted from income for the computation of post-tax 
income.

In short, there is no perfect measure of post-tax income. To measure the 
inequality of income after taxes and transfers, disposable cash income is perhaps 
the most meaningful concept. Disposable cash income captures income available 
for saving and consumption, excluding the collective consumption of services like 
education and health mandated by the government. But disposable cash income 
does not add up to national income. Post-tax national income captures all of national 
income by deducting all taxes and adding back all forms of government spending 
and the government deficit. But computing post-tax national income requires 
assigning collective consumption expenditures as well as the current government 
deficit to individuals. There is no obvious, universally “correct” way to do such an 
imputation, and there will never be.

Does this mean that we cannot know what is happening to inequality? Of course 
not. There are no raw facts in the social sciences. Rather, there are attempts at 
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Figure 6 
The Evolution of Bottom 50 Percent Incomes

Source: Piketty, Saez, and Zucman (2018), updated September 2020.
Note: The figure depicts the evolution of the real incomes per adult (in 2018 dollars) for the bottom 
half of the income distribution for three income concepts: (1) pre-tax income before deducting taxes or 
adding government transfers (concept sums up to national income), (2) post-tax income that deducts all 
taxes and adds all transfers (cash and in-kind) and collective public expenditures minus the government 
deficit (also sums up to national income), (3) disposable cash income which is pre-tax income minus all 
taxes plus cash (or quasi-cash) transfers, i.e., (3) does not include in-kind transfers (primarily Medicaid 
and Medicare) and collective public expenditures that are included in (2).

Source: Saez and Zucman JEP2020
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