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The Economic Mobility Project’s newly released rgmxplores some of the key factors that affect the
likelihood that a person will move up or down tle®omic ladder over time. The report reveals teaiamn
factors of American life---such as educationaliattent, family structure, and savings---are strong
determinants of economic mobility. The report categges these indicators by social, human and filmhnc
capital.

The family structure in which he or she grows up can be a major determant of the social and financial resources

available to a child.

» As previous EMP reports have found, it is increglsitmportant for a household to have two earnermsdperience
upward economic mobility from generation to thetneXet the number of single-parent families hasmi
dramatically — in 1968 just under 12 percent ofdren lived with a single parent, but in 2006, te80 percent did
and births to unmarried mothers are on the risalf@thnic groups but are highest for blaciged Figure 2 & 3)

» Single-parent families are 3 times more likelyite lin poverty than two parent familieSee Figure 1)

» However, regardless of family structure black fasilare less likely than whites to move out of powvEom one
generation to the nextSee previous EMP report “Upward Intergeneratiofadonomic Mobility” Figure 17)

Parental characteristics such as parenting skillsrad educationand parental similarity are important influences on

economic mobility.

» Better-educated parents tend to create home emvéots that foster behavioral skills and cognitiegelopment that
promote academic achievement. The likelihood ttedtilal will be read to every day increases withirtheothers’
education level.

» Known also as assortative mating, people seekraliba@rry individuals of like education attainmettieh serves to
reinforce the effect of parents’ education on childcomes.$%ee Figure %

The community where one lives—and the social netwks that come with that community---can have both a

positive and negative influence on one’s economicatility.

» School-based relationshipsResearch shows that exposure to school-wide f@iemolvement such as the PTA,
fundraisers and classroom volunteer work, incretseachievement of all children at the school eaféer accounting
for other family, school and other factors.

» Community influences One’s community can have both positive and negadffects on mobility. Exposure to gan
as a social network can damage children’s chanfggsiiog to college or securing employment, andéase their risk
of incarceration, all of which negatively impactage mobility.

» Work-related networks: The diversity of social networks available toiadividual helps foster entrepreneurship a
increase the likelihood of entrepreneurial suco&ese Table )3
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HUMAN CAPITAL INDICATORS

The skills and attributes acquired by individudiattmay impact whether

individuals are able to take advantage of econampigortunities.

In today’s economy, a child’s educational attainmeinstrongly influences his or her earnings, and is strong

determinant of economic mobility.

» Associate degree recipients earn on average 2@marwore than high school graduates, and fourgaiege
graduates earn an average of 70 percent nmeee. Figure B

However, the likelihood that individuals will earna college degree depends on a nhumber of factorsatdd to

human capital, most notably their parents’ educatimal level and family income, their race, and sex.

» Children of college graduates are much more likelgarn a college degree than children of high sloi@duates (50
percent vs. 13 percentBde Figure 2)

 Fifty percent of young adults whose parents earrertttan $150,000 a year attend a four-year collem®pared to




about 20 percent whose parents earn between $2ar@0$29,000.See Figure 7)

» Blacks are less likely than whites to graduate fomitege Gee Figure 10

» Women are increasingly more likely to earn a calldggree than men, attaining almost 60 percerit obliege
degrees in 2004-20055¢e Figure 8)

Whether health influences or is influenced by one’s economic mdlty is unclear. However poor health can

negatively impact a person’s economic mobility ifticauses interruptions in education and employmerdénd thus

leads to lower lifetime earnings.

 Individuals identified in past EMP reports as eigecing the least economic mobility (low-income fés and
blacks) also report the poordwstalth status (See Figures 11, 12 and)13

While having health insurancedoes not appear to be a significant advantage inawing up the economic ladder,
the prospect of not having health insurance if onehooses self-employment may limit the opportunitydr upward
mobility. Commonly referred to as “job lock,” having hedltBurance at one’s current job may prevent workers
seeking possibly more lucrative employment or pagsentrepreneurship where health insurance iavaitable,
thereby limiting upward mobility.

Specific health problems such as low birth weightand obesitywhich is on the rise can both decrease workplace

productivity and academic performance and have a ghificant impact on earnings.

» Those with low birth weight earn on average 22 @atrtess than those born at a normal weig@eae(Figure 1p

» The increase in the prevalence of childhood obésitxpected to result in significantly higher hieaxpenditures as
those children age, which could offset any wagagai

There are significant differences in health by race
» African Americans, regardless of their income, répwore health problems than whites, are moreylikehn whites to
be obese, to die from a chronic condition sucheasthdisease or cancer, and to have diab&es. Figure 16

FINANCIAL CAPITAL INDICATORS

The financial assets, such as personal savingev@stments, that individuals might leverage toatpetad.

The receipt of wealth transfersin the form of cash or assets from one household tmother can be a positive factor

contributing to economic mobility.

» One in five American households receives a weadtister, which can be used to make mobility-enhanci
investments in such as education, starting a bssioepurchasing a hom&ede Figure

» Whites and those with incomes above $100,000 are fikely to receive wealth transfers, and in geeaums, than
those with incomes below $100,008e€ Figure P

Homeownershipis one of the most significant ways that Americaniuild wealth, especially among lower-income

families.

» The median net-worth of homeowners is much highan that of renters, at all income levee¢ Figure B

» Children of home-owning parents are shown to hagatgr educational attainment than children ofaenfThis
difference is particularly large for low-income fiies.

However, the positive effect of homeownershipn household wealth is much greater for higher-ineme households
» The median home value for those in the bottom ireguomartile in 2004 was $75,000 compared to $28%00those
in the top quartile and the appreciation from 1888 2004 was much greater for those at the 8g® Figure %

Retirement savingsplans like IRAs and 401(k)s increase savings whidhcreases economic mobility over a lifetime,

» However, low-income individuals, who stand to bémabst from these tax-advantaged accounts, arke#se likely
to participate in them. Less than 20 percent od¢hHa the bottom two earnings deciles participate personal
retirement savings progransde Figure 7)

Entrepreneurship often does promote economic mobility, and those e lower-income bracket often benefit the

most from owning their own business.

« After 5 years in business, entrepreneurs who istaine 18" earnings percentile rise to thé3But business-owners
who start in the 75percentile are likely to drop to the'6Bercentile after 5 yearsS¢e Figure P




