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Long-Term Trends in Relative Earnings Mobility 
 

 

 

 

Abstract: The extent of individual mobility across hierarchical ranks of the income distribution 

is a critical factor in interpreting the socio-political significance of cross-sectional inequalities, 

both within and across generations. Most recent studies have focused on short-term instability 

(transitory variance) of earnings. By contrast this paper examines the extent of longer-term 

changes in earnings rankings within narrow age cohorts. The longitudinal NLSY data suggest 

that cohort-specific, cross rank mobility rates remained high through the 1960s, 1980s, and 

1990s, despite an evident increase in the dollar distance between income ranks. 

 

Keywords: Income inequality, mobility. 

JEL classification: D31, D63. 

 

 

 

 

 

 

 

 

 



3 
 

 

Income inequality has attracted increasing research and policy attention in recent years.  

Two central issues have captured most of that attention. First, the increased cross-sectional 

inequality of annual wages, earnings, and family incomes, and second, the degree to which 

widening cross-sectional inequalities have been mitigated or exasperated by short term instability 

of individual incomes. The prevailing consensus is that static inequalities have increased 

substantially in recent decades as global markets have driven competition to the level of “winner-

take-all” contests.  Although the aggregate inequality measures derived from successive annual 

surveys are significantly distorted by changes in household composition and immigration, the 

core trend of increasing inequality seems to be compelling.  (See Autor, Katz, and Kearney 

(2008) on wage inequality trends) 

 

 Less documented but more intensely debated is the extent, trend, and duration of income 

mobility.  In a seminal study Schiller (1977) documented pervasive longitudinal mobility across 

hierarchical ranks of the earnings distribution over a fifteen year period (1957-1971). That study 

not only affirmed the validity of the American Dream of “rags to riches” (and its counterpart of 

“riches to rages”) but called into question the significance of annual inequalities as indices of 

longer-term distributional equity. Pervasive intra-generational mobility of that sort also 

constrains our ability of assess the extent of inter-generational mobility. Aaronson and 

Mazumdar (2008) attempt to control for this intra-generational distortion by focusing on income 

at age 40, which they assume to be a more permanent marker for relative status. Mayer and 

Lopoo (2005) focus on income at age 30 for the same reason. Schiller (1977) has shown 

however, that intergenerational mobility remains remarkably high well beyond that age. 
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 The dearth of longitudinal micro files has constrained further empirical research on the 

phenomenon of income mobility.  Public access to the Social Security Administration’s 

individual work history data used by Schiller (1977) was effectively cut off by privacy concerns.  

The University of Michigan’s Panel Survey of Income Dynamics (PSID) and the National 

Longitudinal Surveys of Youth (NLSY) have helped fill that void, but they are not nearly as 

large.  Just recently, the Social Security Administration again opened its data files to process 

mobility statistics for the Congressional Budget Office and academic researchers.  A handful of 

resulting studies has rekindled the debate over trends in income mobility and their implications 

for distributional equity. Most of that research has focused on short-term instability of incomes, 

however, without regard to longer-term changes in hierarchical rankings. The focus of this paper 

by contrast is on those longer-term changes in rank-order positions within narrowly defined age 

cohorts. 

 

The Mobility Concept 

 

 The core interest in rank-order mobility emerges from the recognition that incomes aren’t 

constant over time.  Wages, rates, annual earnings, and household incomes all vary from year to 

year.  As such, observed incomes in a single year are not a reliable index of either individual 

economic well-being or distributional equity.  Milton Freidman long ago emphasized the 

importance of “permanent income” – a measure of expected lifetime average income – as a 

better foundation for both measuring inequality and predicting short-term market behavior. 
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 Incomes generally rise over time due to inflation and productivity advance.  But they 

don’t all rise at the same rate.  Some people race ahead in the income competition while others 

lag behind.  Some people even experience income declines over time.  These varied experiences 

effectively reshuffle income positions, creating a new distributional hierarchy every year.  

Studies of relative income mobility focus on these rank-order changes in the income hierarchy.  

In relative terms, there must be a “winner” (someone moving to a higher rank) for every “loser” 

(someone moving to a lower rank order).  This must be true whether the aggregate hierarchy 

(average income) is increasing, decreasing, or staying constant.  Although cyclical forces may 

affect the degree of relative mobility, the absolute changes that occur over the business cycle are 

a wholly separate phenomenon from relative mobility. 2 

 

 Some recent studies have emphasized the absolute changes that occur from year to year. 

Hacker (2008), for example, uses the PSID to identify households and individuals who 

experience substantial income declines from one year to the next.  Orszag (2007) used the 

Survey of Income and Program Participation and CBO (2008) used Social Security earning files   

for the same purpose.  These documented setbacks in absolute income clearly magnify economic 

insecurity and diminish social welfare.  By contrast, a decline in relative position need not imply 

such absolute loss, so long as others are experiencing more rapid income gains. 

 

                                                            
2Because the rank hierarchy is determined endogenously by the earnings distribution in any 

given year, the resulting transition matrix is called a “quantile transition matrix” by Formby, 

Smith and Zheng (2004). 
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 Much of the research on longer term mobility has tried to disentangle “transitory” 

variance from more “permanent” income trends (Moffitt and Gottschalk, 2002, 2008).  Implicit 

in this approach is the expectation that consistent long- term income trends exist for individuals, 

from which short-term variance can be identified.  As Shin and Solon (2008) have emphasized, 

our limited capacity to identify the “permanent” component of earnings variability frustrates 

these decomposition efforts. Descriptive measures of relative income mobility sidestep this 

decomposition problem. 

 

 One of the most salient implications of the relative mobility phenomenon is that short-

term measures of inequality overstate longer-run inequalities.3  Many researchers extend this 

observation too far, however, by arguing that an increase in mobility in necessary to offset an 

increase in cross-sectional inequality.  Yet, if everyone spent equal time at the top, the bottom, 

and the middle of the income distribution, long-term incomes would be equal regardless of the 

distance between those benchmarks.  The link between short-term and long-term inequality is 

more dependent on mobility rates at the top and bottom of the income distribution than on 

changes in average mobility rates. 

 

Mobility Measures 

 

                                                            
3 Jenkins and VanKerm (2006) show how changes in aggregate inequality can be decomposed 

into changes in mobility rates among rank-order positions and distances between them. 
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 In principle, the measurement of rank-order changes in the income distribution is straight 

forward.  In practice, it requires critical decisions about the structure and representativeness of 

the underlying hierarchy.   

 

Age Cohorts A great deal of income mobility occurs with the accumulation of age and 

experience, via well-documented age-earnings trajectories.  These trajectories emphasize 

absolute income gains, however, not relative gains.  Of greater interest here is the mobility that 

occurs amongst individuals of the same age cohort.  As the entire cohort ages and moves up the 

income escalator, do individuals change relative position?  A cohort-specific mobility study is 

akin to sequential school reunions, where a primary goal is to see who is still on top and whose 

status has changed the most. 

 

 One advantage of class reunions is that all status comparisons are limited to individuals 

of the same age.  As such, the independent effects of the age-earnings trajectory are minimized.  

The recent Kopezuk, Saez, Song (2007) (hereafter KSS (2007)) study in fact utilizes single-year 

age cohorts.  These narrow cohort-age boundaries virtually eliminate the mobility due to general 

accumulation of age and experience, but vastly increase sample-size requirements for empirical 

analysis.  Schiller (1977, 1994) utilized 5-year age cohorts, as we do here as well. 

 

Rank Boundaries Measures of rank-order mobility are also impacted by the width of the 

hierarchical ranks.  Most studies of mobility have utilized quartile rankings as the unit of 

observation.  Unfortunately, such broad rank boundaries obscure a lot of mobility.  Within-

quartile movements of as much as 24.9 percentiles can go undetected, while cross-quartile 
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movements of only 0.1 percentile will be counted as “mobile.”  Schiller (1977) disaggregated the 

earnings hierarchy into 20 “ventiles” and counted individuals as “mobile” only if they moved 

across two or more ventile boundaries.  Hence, individuals regarded as “mobile” had to have 

moved across a minimum of 5.1 percentiles.  Those narrower rank boundaries generate more 

robust indices of mobility.4 Narrow rank boundaries also increase the correlation between rank-

order movements and more aggregate measures of earning variability (e.g. the standard deviation 

of inter-year earnings). 

 

Income Source Mobility analysis can be applied to a variety of income and wealth 

measures.  The two most common choices are individual earnings and family income.  The 

choice is often dictated by the data source:  the PSID focuses on family dynamics and has 

employed varying measures of individual earnings. Social Security earnings data exclude non-

covered employment and do not include any household information.  There are conceptual issues 

as well.  Changes in family income are substantially impacted by changes in household 

composition and labor force participation, while changes in individual earnings are more directly 

and exclusively associated with labor-market dynamics. 

 

Temporal Dimensions  Mobility measures are inevitably impacted by personal, cyclical, and 

structural forces that alter individual’s labor force participation and earnings.  Many analysts 

dismiss the resulting changes in earnings as “transitory”. But the evidence to support that 

                                                            
4 In the present study, the mobility rate drops from 71 percent to 55 percent when quartile 

boundaries are used and to only 17 percent when a two-quartile threshold is utilized.  For more 

discussion of rank boundaries, see Jenkins (2006) or Fields and Ok (1999). 
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assumption is less than conclusive. On the contrary, cyclical and structural shocks (e.g. plant 

closings, permanent layoffs) have been shown to have long term effects on earnings and labor 

force participation (Stevens, 1997) – and even on intergenerational status (Oreopoulos, Page and 

Hunt, 2008).  Even if “transitory” shocks did fade out in a few years (as assumed by Shin and 

Solon, 2008) they would still be an important determinant of short-term economic well-being. 

Nevertheless, it is still desirable to purge one-time departures from “permanent” income from 

more lasting changes in economic status.  Empirically, this goal can be approximated by varying 

the end points of the observation period and/or using multi-year averages of the temporal 

boundaries. 

 The length of the observation period can also affect mobility measures. KSS (2007), 

Buchinsky and Hunt (1999) and Gittleman and Joyce (1996) focus on earnings variability and 

cross-quintile mobility over successive two-year periods and observe relatively low mobility 

rates. As the time increases the greater is the opportunity for rank-order changes and smaller is 

the effects of transitory disturbances.5 

 

Sample Selection One source of transitory changes in economic status is labor-force 

transition (e.g., entry).  As people transition from partial or zero labor-force participation to more 

full-year participation, they experience enormous absolute and relative mobility.  But these 

transitions tend to be one-time events and are not indicative of mobility among established 

                                                            
5 Card and Blank (2008) recently documented extraordinary variance in monthly incomes of 

female-headed households. Hertz (2006) and Orszag (2007) also focused on two-year changes in 

family incomes while Jenkins and VanKerm (2006) measure 5-year changes in per capita 

household income. 
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workers.  To minimize the distortions caused by these participation transitions, a wage-floor 

requirement is typically included in the sampling design.  In Schiller (1977) a wage floor of 

$1,000 was imposed to distinguish “attached” workers from “nonattached” workers.  Thus, 

attached workers had to have earnings of at least half-time at the prevailing (1957) federal 

minimum ($1 per hour). KSS (2007) impose a much lower threshold; their “core” sample only 

needs earnings equal to 500 hours at the federal minimum wage. Buchinsky and Hunt (1999) 

impose an even lower threshold.  By imposing lower wage cutoffs, these studies increase 

expected mobility. 

 

1957-1971 Mobility 

 

 The first Schiller (1977) study focused on cross-rank mobility during the period 1957-

1971.  It attempted to assess the degree of rank-order earnings mobility within a 20x20 transition 

matrix for “attached” male workers in five-year age cohorts.  Each year’s cohort-specific 

earnings hierarchy was computed for all men of a given age range with earnings in that year.  

Then each “attached” individual was assigned a relative rank of 1 thru 20 based on his earnings 

in that year.  Individuals were aged 16 to 49 in the initial year (1957) and were tracked for 

fourteen years.  They had to have earned at least $1,000 in 1957 and to be employed in 1971 as 

well.  Mobility was measured by changes in those annual rank assignments for the 74,227 men in 

the “attached” sample. 

 

 As a benchmark for later observations table 1 displays the core observations from the 

1957-1971 study.  The first column depicts the initial cohort-specific rank of individuals in 1957, 
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ranging from 1 (the lowest) to 20 (the highest).  The wage floor used to identify “attached” 

workers left no one in the lowest two 1957 ventiles.   

 

The second column indicates the proportion of individuals who moved at least two 

ventiles within their cohort-specific earnings hierarchy over the next 14 years.  As is evident, 

fully 71 percent of male workers moved up or down their cohort-specific earnings hierarchy by 

at least that much.  Musical chairs was a common phenomenon. 

 

 Column 3 shows that rank-order changes were not only common, but also quite 

substantial.  The mean absolute move was 4.22 ventiles (approximately 21 percentiles).  In other 

words, nearly three-fourths of the male workforce experienced relative mobility averaging 

distances of one-fifth across the earnings distribution. 

 

 Columns 2 and 3 also document that mobility was not confined to narrow segments of the 

earnings distribution.  Although there was less mobility at the top and bottom of the earnings 

hierarchy, mobility was the norm at every point in the earnings distribution6. 

 

 Further analysis of the 1957-1971period also documented that relative mobility was not 

unique to any age cohort.  Although mobility rates consistently declined from 83 percent for the 

youngest (ages 16-19) cohort to 65 percent for the oldest (aged 45-49 in 1957), mobility was still 

the overwhelming rule, not the exception at every age juncture.  Racial differences in mobility 

                                                            
6 KSS (2007) observe a similar pattern over two-year time horizons. 
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rates were also shown to be trivial.  Accordingly, Schiller (1977) concluded that relative earnings 

mobility was a pervasive phenomenon among male workers in the U.S. labor market. 

 

Mobility in the 1980s 

 

The mobility analysis of 1957-1971 was later updated to the period 1978-1988 [Schiller, 

1994].  Because Social Security earnings histories were no longer available for public research, 

the 1978-1988 update utilized the National Longitudinal Surveys of Youth (NLSY).  Use of the 

NLSY restricted the analysis to the two youngest cohorts (ages 16-19 and 20-24) from the 1977 

Schiller study.  As in that earlier study, individuals were included in the mobility analysis only if 

their earnings in the base year exceeded 1000 hours at the federal minimum wage.  Just under 

10,000 workers satisfied this selection criterion.  These “attached” workers were assigned a 

ventile ranking in each year based on how their own earnings compared to all other NLSY 

workers of the same gender and age cohort in every year of the observation period. 

The 1978-1988 results for male teens (ages 16-19) and youth (ages 20-24) are directly 

comparable to the earlier 1957-1971 observations.  In both cases, mobility rates increased in the 

1980’s.  Over identical 10-year horizons, the youth mobility rate increases from 77 percent in the 

1960s to 81.3 percent in the 1980s.  Teen mobility increases from 80 percent to 81.9 percent.  

While these increases are not large, they clearly refute the notion that earnings mobility 

decreased in the 1980s7. 

                                                            
7 This increase in long-term mobility was not evident in the studies of short term (two-year) 
mobility trends (e.g. Buchinsky and Hunt, 1999,  KSS, 2007) 
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Use of the NLSY facilitated comparative mobility analysis across and within gender and 

race classifications.  When mobility is assessed within the aggregate earnings hierarchy, average 

mobility rates are comparable for young women (78.4 percent), minority males (78.7 percent) 

and white males (75.9 percent).  But young women have a much lower probability of staying in 

the top ranks, and a much longer fall down the earnings hierarchy than young men who achieve 

early (relative) success.  This might reflect the “glass ceiling” that caps women’s earnings 

growth while men’s earnings continue to grow. 

Mobility in the 1990’s 

 Continuing NLSY surveys allow mobility trends to be tracked into the 1990’s.  For the 

present analysis the period 1989-2004 is chosen, as it not only encompasses the latest available 

data but also covers a 14-year span comparable in length to the 1957-1971 period.  Here again an 

earnings threshold is used to identify 4,549 “attached” workers earning at least the equivalent of 

half-time pay at the federal minimum wage in the base year (1989).  By 1990, these NLSY 

respondents were ages 24-31, and thus 34-45 by 2004.  Hence, the mobility analysis covers only 

two of the age cohorts analyzed in the original 1957-1971 study. 

 Table 2 displays the nominal dollar boundaries for the ventile rankings in 1989 and 2004.  

As before, the annual earnings boundaries are tabulated for all (“attached” and “unattached”) 

individuals working in a given year.  During this observation period, average nominal earnings 

jumped from $18,150 to $42,523.  This was a far greater increase (134 percent) than the national 

average increase in weekly earnings (56 percent).  Presumably, this reflects (1) the greater 

steepness of age-earnings trajectories in the age range of 24-45, and (2) the absence of cross-

sectional distortions due to changing population/immigration flows [Schiller, 2008] 



14 
 

 Table 3 summarizes the mobility experiences of attached male workers during the 1990s.  

Rank assignments in the end years (1989 and 2004) are based on the position of the individual’s 

earnings in the male earnings hierarchy of that year, for all men in this age cohort.  Overall, 69.8 

percent of these young men were mobile, moving an average distance of 4.0 ventiles (20 

percentiles).  These mobility indices are only slightly below the observed mobility for 

comparably aged men in the 1957-1971 period (73 percent mobile with an average distance of 

4.2 ventiles).  They are also in line with the mobility experiences of these same men in the 

previous decade (1978-1988). In other words, the same men who were moving up and down 

their age-specific earnings hierarchy in the 1980s were still changing rank order positions in the 

1990s.  Hence, we again conclude that there is no evidence of a decline in overall earnings 

mobility over the last three decades; relative earnings mobility remains a pervasive phenomenon 

in the U.S. labor market. 

 Although earnings mobility is a pervasive phenomenon, the experience is not shared 

equally.  As in earlier decades, workers at the top and bottom ranks of the earnings distribution 

are less likely (45-50 percent) to move than are workers in the middle of the distribution (75-82 

percent).  In fact, this differential mobility has increased slightly over time, thereby intensifying 

longer-term inequalities8.  However, the decrease in top rank exits has been modest (52-58 

percent in the 1960s; 54-63 percent in the 1980s).   

In contrast to the 1980s experience, mobility among female workers (73.2 percent) is 

actually higher than among male workers (69.8 percent) in the 1990s.  Female workers have also 

experienced much higher exit (78-85 percent) rates from the lowest ranks of the distribution. 

                                                            
8 KSS (2007) observed a similar pattern in two-year transitions. 
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Sensitivity Analysis 

 As in the earlier studies of mobility, these observations on mobility in the 1990s have 

been tested for robustness.  The most definitive test is the one that substitutes multiple-year 

averages for single-year earnings at the end points of the observation horizon.  This procedure 

reduces the influence of short-term volatility (á la Orszag (2007) and Hacker (2008)) on 

measured mobility rates.  For this purpose, individual earnings were averaged for 1987/1989 and 

2002/2004.  These averages were then used to determine rank order positions (ventiles) at the 

beginning and end of the (shortened) observation period.9  For attached males, the mobility rate 

(73.1 percent) and average absolute distance (4.2 ventiles) are a bit higher but not significantly 

different than those based on single-year observations.  For attached females the multiple-year 

and single-year methodologies generate nearly identical measures10. 

 

Summary and Implications 

 

The increased income inequality evident in successive annual census surveys has 

reinvigorated debates about both distributional equity and the mechanisms that generate 

inequality.  A critical factor in both debates is the extent of individual mobility across points of 

the income distribution.  The greater the degree of individual mobility, the less significant are 

cross-sectional inequalities for more permanent indices of socio-economic welfare.  Relative 

                                                            
9 Mazumder (2005) uses a similar method to test the robustness of intergenerational mobility 

rates. 

10 Another test for robustness utilized the Q-statistic that measures the directional consistency of 
rank order changes in Schiller (1977). Results, available from authors confirmed the robustness 
of these observations. 
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income mobility also casts doubt on the significance of short-run correlations between income 

rank and various socio-economic characteristics.  These considerations have made the 

measurement of actual mobility an increasingly important task. 

 

While most recent studies have focused on the measurement of and trends in short-term 

earnings variability, this paper takes a longer-term view of hierarchical rank orderings. The 

contribution of this paper is its documentation of trends in relative earnings mobility over the 

previous four decades.  Individuals do in fact move up and down the earnings hierarchy all the 

time.  Even within narrowly-defined age cohorts, over two-thirds of the workforce moves nearly 

20 percent up or down the earnings hierarchy in a decade.  This pervasive mobility was first 

observed in the 1960s, then confirmed again in both the 1980s and 1990s, without any evident 

attenuation of mobility rates. These observations are consistent with but not synonymous with 

trends in short-term variance. 

 

The persistence of pervasive earnings mobility in U.S. labor markets raises a host of 

important questions for future research.  One of the most urgent is to identify the mobility 

mechanisms that propel individuals up and down their cohort-specific earnings hierarchy.  

Another is to assess the degree of change in absolute status that accompanies these observed 

changes in relative status.  Both of these inquiries are now underway.  In the interim, we can at 

least be confident that earnings mobility has not declined.
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TABLE 1 –SUMMARY MEASURES OF INTRACOHORT MOBILITY, 1957-1971 

   

1957 cohort ventile  Mobile Change Change 

 1   --   --     -- 

 2   --   --     -- 

 3 65 4.26   3.57 

 4 67 4.01   2.90 

 5 70 4.04   2.56 

 6 74 4.31   2.54 

 7 74 4.08   1.91 

 8 75 4.13   1.33 

 9 76 3.98     .64 

10 77 4.05     .31 

11 76 3.82 -   .54 

12 76 3.92 -   .87 

13 76 3.93 -1.48 

14 75 4.27 -2.32 

15 75 4.34 -2.82 

16 73 4.45 -3.30 

17 72 4.56 -3.73 

18 69 4.75 -4.27 

19 58 4.51 -4.19 

20 52 4.12 -4.12 

Total 71 4.22 -   .93 

Standard Deviation  (3.82) ( 5.61) 

                      

Note:  Correlation coefficient = 1.50; N = 74,227. 
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TABLE 2:  AGGREGATE VENTILE BOUNDARIES, 1989 and 2004 

Ventile 1989 2004 

1 $1 $1 

2   1300   5000 

3   3000 10000 

4   5000 13352 

5   7000 16000 

6   8200 20000 

7   10000 22000 

8   11000 25000 

9   12500 28000 

10   14000 30000 

11   15000 33000 

12   16500 36000 

13   18000 40000 

14   20000 43000 

15   21000 47000 

16   23000 51000 

17   25000 58000 

18   28000 65000 

19   32000 76000 

20   39000 100000 

Mean $18,150 $42,529 

N= 8,377 6,041 
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TABLE 3:  MALE MOBILITY INDICES, 1989-2004 

Ventile Percent Mobile Mean Absolute Change Mean Algebraic Change 

1 -- -- -- 

2 52.7 4.6 4.2 

3 69.6 5.0 4.4 

4 63.7 3.9 2.4 

5 71.1 4.0 2.5 

6 74.8 4.2 2.8 

7 74.0 3.6 1.5 

8 75.2 3.7 1.0 

9 77.2 3.9 -0.4 

10 81.5 4.3 -0.6 

11 77.4 3.7 -0.3 

12 74.6 3.7 -0.5 

13 76.6 4.0 -1.3 

14 81.8 4.6 -1.9 

15 78.9 4.1 -2.3 

16 71.5 4.3 -0.2 

17 73.1 4.8 -4.2 

18 62.6 4.1 -3.6 

19 50.3 3.4 -3.0 

20 45.5 3.0 -3.0 

All 69.8 4.0 -0.4 

N = 2,513 attached workers aged 24-31 in 1989. 
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