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 The “American Dream” is usually understood as the idea that individuals can achieve 

economic success through their own effort, regardless of their family background or birth 

circumstances. In economic terms, this shows a prominent level of intergenerational mobility, 

where outcomes are not strongly decided by family circumstances (Corak, 2013) but by how 

much effort you put in to get to that position. Intergenerational mobility is a key measure of 

economic opportunity. It captures how far individuals can rise economically independent of their 

background and more dependent on their own merit. However, a lot of evidence suggests that 

this ideal does not hold equally across all groups in the United States (Chetty et al., 2018) This 

raises an intriguing question: To what extent is economic opportunity equally accessible across 

racial groups. 

Intergenerational Mobility and Inequality: A Cross-Country Perspective 

Intergenerational mobility is linked to the level of income inequality in society. In Corak 

(2013), it shows countries that have higher levels of income inequality also seem to show lower 

levels of intergenerational mobility, a relationship referred to as the “Great Gatsby Curve.” 
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Figure 1 shows this that relationship suggests that the more unequal society is, the stronger the 

influence family background has which limits the opportunities people have to move up the 

income distribution. In contrast, countries with lower inequality, such as Northern Europe, show 

higher levels of mobility, expanding on the idea that economic success is less dependent on 

parental income. The United States is as a country with high inequality and low mobility. This 

suggests opportunities for higher mobility are tighter and harder to move up compared to other 

developed nations. 

 

Figure 1: The Great Gatsby Curve showing the relationship between income inequality and 

Intergenerational mobility across countries (Corak, 2013). 

Racial Disparities and Intergenerational Mobility in the United States 

 Cross-country comparisons give important insights into intergenerational mobility, but 

they do not show the disparities in the United States. An important example of this is significant 

racial differences that are in economic mobility. Chetty et al. (2018) finds that Black Americans 

experience a lower level of upward mobility when compared to White Americans, even when 

controlling for parental income. Economic outcomes are not only decided by family income but 
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can also be influenced by other structural factors. On average, Black children, especially boys, 

usually earn less as adults than white children raised in families with similar income levels. This 

is interesting because with lower mobility individuals do not experience the same economic 

outcomes when starting from comparable positions as a child. These findings highlight racial 

disparities in mobility go from generation to generation which limits economic opportunity for 

Black Americans in ways that are not fully explained by differences in family background. 

 

Figure 2: Relationship between parent income rank and child income rank by race   

(Chetty et al., 2018) 

As shown in Figure 2, Black individuals experience lower upward mobility than white 

individuals at nearly all levels of parental income. Even at the same parental income, outcomes 

differ by race. This shows that racial disparities in mobility are strong, independent of family 

income, suggesting that other factors do in fact play a significant role in shaping outcomes. 

Mechanisms Behind Racial Disparities in Mobility 

 Racial Disparities in Intergenerational Mobility suggest that factors beyond income have 

a significant role in shaping economic outcomes. An explanation of that is the influence of 
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neighborhood and environmental conditions. Chetty et al. (2014) show that upward mobility can 

vary across different locations because of factors such as, school quality, residential segregation, 

and access to social capital and networking which can play crucial roles in where children end up 

in adulthood. These differences between opportunity show that where individuals grow up can 

also affect their long-term economic outcomes (Chetty et al., 2014). African American families 

are more likely to live in neighborhoods with less economic opportunities, which can limit 

mobility across generations.  

 Also to expand on neighborhood effects, different structural factors also contribute to 

these disparities. In the PERI study, labor market segmentation, wealth inequality across 

generations, and institutional barriers continue to shape economic outcomes across all racial 

groups (PERI, 2025). These conditions start to strengthen disadvantages over time and limit 

upward mobility, even for individuals from similar backgrounds. Access to resources like high 

quality education, stable employment, and wealth accumulation opportunities can go from 

generation to generation (PERI, 2025). Putting all of these factors into account these findings 

suggest that racial gaps in mobility are not the only reason for income differences but are highly 

rooted in structural and institutional inequalities.  

Contemporary Evidence and Policy Implications 

 Recent Economic developments in the United States show the continued relevance of 

racial disparities in Intergenerational Mobility. Rising housing costs and increasing residential 

segregation have made it harder for lower-income families which disproportionately includes 

black households to access neighborhoods with better economic opportunity. Research highlights 

that access to high opportunity neighborhoods plays a big role in shaping long-term economic 

success (Chetty et al., 2014). At the same time, ongoing racial wealth gaps limit the ability of 
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Black families to accumulate assets and invest for their future generations which can hold back 

the children that are coming up into a new environment. Not being able to invest reinforces 

patterns of inequality (Mason, 2025). These trends suggest that the barriers showed in the earlier 

research remain the same in the current economic environment which is plays a crucial role in 

the unequal opportunity across racial groups. 

Conclusion 

 The American Dream suggest that economic success should depend on individual effort 

rather than someone’s circumstance of birth. This evidence indicates that this ideal is not equally 

realized in the United States. Cross-country comparisons show that the U.S. has low 

intergenerational mobility (Corak, 2013), racial disparities also limit upward mobility for Black 

Americans, even when looking at parental income (Chetty et al., 2018). These differences are 

driven by income inequality as well as structural and environmental factors (Chetty et al., 2014; 

Mason, 2025). As Mason (2025) highlights long-term racial inequalities in mobility are not just 

from human behavior but reflect the long-standing structural barriers that have and will continue 

to shape economic outcomes across generations. Overall, this shows that economic opportunity 

is not equally accessible to all, and that intergenerational mobility is still uneven across racial 

groups. 
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