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Land of Opportunity." Anywhere in the world, those three words bring to mind just one place:
the United States of America.
Opportunity defines our heritage. The American saga entails waves of immigrant farmers,
shopkeepers, laborers, and entrepreneurs, all coming to the United States for the promise of a
better life. Some amassed enormous fortunes—the Rockefellers, the Carnegies, the DuPonts, the
Fords, the Vanderbilts, to name just a few. Even today, America's opportunity is always on display.
Bill Gates in computer software, Ross Perot in data processing, Bill Cosby and Oprah Winfrey in
entertainment, Warren Buffett in investing, Sam Walton in retailing, Michael Jordan in sports, and
Mary Kay Ash in cosmetics could head a list of the many thousands who catapulted from society's
lower or middle ranks to the top. Many millions more, descendants of those who arrived with little
more than the clothes on their backs and a few bucks in their pockets, took advantage of an open
economic system to improve their lot in life through talent and hard work.
Even pessimists acknowledge that the Gateses, Perots, Cosbys, Winfreys, Buffetts, Waltons,
Jordans, and Ashes are getting filthy rich, along with Wall Street's wheeler-dealers, Hollywood
moguls, and big-league ballplayers. At the nation's 350 largest companies, top executives' median
total compensation in 1996 was $3.1 million, or 90 times what a typical factory hand earns. We
often hear that ordinary Americans aren't keeping up, that success isn't as easy, or at least not as
democratic, as it once was. At the close of the twentieth century, one disturbing vision portrays the
United States as a society pulling apart at the seams, divided into separate and unequal camps, an
enclave of fat cats gorging themselves on the fruits of others' labor surrounded by a working class
left with ever more meager opportunities.
The most-cited evidence of ebbing opportunity is the distribution of income—the slicing up of
the American pie. Examining the data, analysts seize on two points. First, there's a marked
inequality in earnings between society's haves and have-nots. Second, and perhaps more
ominous, the gap between the richest and poorest households has widened over the past two
decades. The Census Bureau provides the statistical ballast for these claims. In 1997, the top 20
percent of American households received almost half of the nation's income. Average earnings
among this group are $122,764 a year. The distribution of income to the four other groups of 20
percent was as follows: The second fifth had 23.2 percent, with average earnings of $57,582; the
third fifth had 15.0 percent, with average earnings of $37,177; the fourth fifth had 8.9 percent, with
average earnings of $22,098. The bottom 20 percent earned 3.6 percent of the economic pie, or an
average of $8,872 a year.
The case for the existence of a growing rift between rich and poor rests on longer-term trends
in the same Census Bureau data. Since 1975, only the top 20 percent of Americans managed to
expand their allotment of the nation's income—from 43.2 percent to 49.4 percent. Over the same
period, the distribution to the middle three groups slipped slightly. The share going to the lowest 20
percent of income earners fell from 4.4 percent to 3.6 percent. The shift of income toward the
upper end of the distribution becomes even more striking when it's put in dollars. After adjusting for
inflation, the income of households in the bottom 20 percent increased by only $207 from 1975 to
1997. The top tier, meanwhile, jumped by $37,633.
Once again, the pessimists have it wrong. The income distribution only reveals how one group
is doing relative to others at a particular moment. That kind of you-vs.-me score keeping has little
to do with whether any American can get ahead. By its very nature, opportunity is individual rather
than collective. Even for an individual, the concept can't be divorced from its time element, an
assessment of how well someone is doing today relative to yesterday, or how he can expect to do
tomorrow compared to today. How many of us worked our way up? How quickly did we move from
one rung to the next? How many of us fell? Studies of income inequality cannot say whether
individuals are doing better or worse. They lump together Americans who differ in age, educational
level, work effort, family and marital status, gender and race. The sample never stays the same

from one year to another, and researchers haven't a clue about what happened to any individual in
the income distribution.
Annual snapshots of the income distribution might deserve attention if we lived in a caste
society, with rigid class lines determining who gets what share of the national income—but we
don't live in a caste society. It takes a heroic leap to look at the disparity between rich and poor and
conclude that any one individual's chances of getting ahead aren't what they used to be. Even the
most sophisticated income-distribution statistics fail to tell us what we really want to know: Are the
majority of Americans losing their birthright—a chance at upward mobility? Static portraits,
moreover, don't tell us whether low-income households tend to remain at the bottom year after
year. By definition, a fifth of society will always inhabit the lowest 20 percent of the income
distribution. We don't know, however, whether individuals and families stay there over long periods.
It's no great tragedy if the bottom rung is where many Americans start to climb the ladder of
success. To argue that upward mobility is being lost, we would have to show that the poorest
remain stuck where they are, with little hope of making themselves better off. Nothing could be
further from the truth. . . .
Making It from Bottom to Top
The Treasury Department affirms that most Americans still have a good shot at upward
mobility. In a 1992 analysis covering nine years, researchers found that 86 percent of those in the
lowest 20 percent of income earners in 1979 had moved to a higher grouping by 1988. Moreover,
66 percent reached the middle tier or above, with almost 15 percent making it all the way to the top
fifth of income earners. Among Americans who started out above the bottom fifth in 1979, the
Treasury found the same movement up the income ladder. Nearly 50 percent of those in the
middle tier, for example, rose into the top two groupings, overwhelming whatever downward
mobility that took place. . . .
In addition to confirming that most Americans are still getting ahead in life, the Treasury study
verifies that the quickest rise occurs among the young, an antidote to the prevailing ennui among
the so-called Generation X. It also found that wage and salary income was primarily responsible for
pushing people upward in the distribution, indicating that work, not luck, is the widest path to
opportunity. Ours is not a Wheel of fortune economy, where a few lucky individuals win big, leaving
paltry gains to the great mass of people. Most of us get ahead because we strive to make
ourselves and our families better off.
By carefully tracking individuals' incomes over many years, . . . the Treasury study show[s] that
our economic system is biased toward success. These results should go a long way toward
quelling fears of an America polarized between privileged rich and permanently poor. The rich may
indeed be getting richer. We ought to have little problem with that. The poor are also getting richer.
We ought to celebrate that. Indeed, what's so encouraging is the ability of those who start out in
the lowest income brackets to jump into the middle and upper echelons. There's evidence that
most Americans are making their way up the income distribution through education, experience,
and hard work.
That's what the American Dream, a dream of opportunity, is all about. . . .
The Common Thread: Lifetime Earnings
If so many Americans are rising through the income ranks, and if only a few of us stay stuck at
the bottom, who makes up the lowest fifth of today's income earners? One group is the
downwardly mobile, those who once took in enough money to be in a higher echelon. Descent can
be voluntary, usually a result of retirement, or it can be involuntary, resulting from layoffs or other
hard luck. Just changing jobs sometimes results in a dip in earning we’ve already seen, though,
that downward mobility happens to only a small segment of the population. By far the largest
numbers of low-income earners are new entrants into the world of work, mostly young people.
Many of us begin our working lives as part of the bottom 20 percent, either as students with part-

time jobs or as relatively unskilled entrants to the labor force. Many immigrants, whatever their age,
start off with low incomes.
Although they usually start at the bottom, the young tend to rise through the income distribution
as they become better educated, develop skills, and gain experience. In fact, income tends to
follow a familiar pattern over a person's lifetime: It rises rapidly in the early years of working, peaks
during middle age, and then falls toward retirement. When the average earnings at each age are
placed side by side, it creates a lifetime earnings profile, shaped like a pyramid.
The changes in lifetime earnings over the past four decades tell us quite a bit about the
evolution of our economy. In 1951, workers reached their peak earning years in ages 35 to 44,
when their average annual earnings were 1.6 times the income of those in the 20-to-24 age group.
By 1973, the ratio had risen to 2.4 to 1. By 1993, the peak earning years had shifted to ages 45 to
54, and workers in this highly paid group earned almost 3.2 times more than the 20-to-24-yearolds. . . .
A steeper lifetime earnings profile reflects greater opportunity. One way to see that is to
imagine a perfectly flat pattern of lifetime income, with workers earning the same income every
year. Paychecks for the middle years of life would match those for the early twenties. This would
be a world devoid of upward mobility, offering workers no prospect of getting ahead during their
lifetimes, no matter what their effort, no matter how much they improve their worth on the job.
What is behind the faster rise in Americans' lifetime earnings? Most likely, it's the by-product of
broad changes in the way we work. When the economy was largely industrial, Americans worked
with their hands and their backs. Today, more Americans than ever owe their paychecks to brainpower. The skills of the mind, unlike those of the body, are cumulative. Mental talents continue to
sharpen long after muscles and dexterity begins to falter. These facts of physiology and economic
development probably explain why the peak earning years have shifted to older age groups in the
past two decades. As the United States retools itself for a more knowledge-intensive era, as the
country moves from a blue-collar economy to a white-collar one, the rewards for education and
experience are increasing.
The lifetime earnings profile is the thread that sews together recent trends in upward mobility
and income inequality. As today's workers reap greater rewards for what they've learned on the
job, earnings become sharply higher with experience. It's not that today's young workers are falling
behind their counterparts of earlier generations. On the contrary, older workers are doing so much
better than they used to. The result is an increase in the gap between youth and middle age. In the
end, the steepening of lifetime earnings leads us to a surprising conclusion: Upward mobility may
well be an important factor in the widening gap in income distribution.
All told, this isn't the harsh world seen by those who say the rich are getting richer and the poor
are getting poorer. Both rich and poor are becoming better off. Are most of us going nowhere?
Quite the contrary; the majority of Americans are busy climbing the income ladder. Greater returns
to education and experience can skew income toward the upper end, but we would be foolhardy
indeed to become so obsessed with the pecking order that we lose sight of what's really
important—opportunity.
A steeper lifetime earnings profile also puts a different slant on the notion of a vanishing middle
class. The center of the income distribution isn't a destination. It's just one step on the ladder of
upward mobility. Forty years ago, with a flatter earnings profile, families spent most of their working
lives in the middle income brackets. Today's more rapid rise in incomes means they move to the
top faster, spending less time defined as "middle class." Worries about Generation X's future can
be put to rest, too. Those entering the labor force in the 1900s may look at their parents' income
and wonder how they will ever attain such heights. They should, however, find a steeper earnings
profile encouraging. During their first two or three decades in the labor market, young workers are
likely to see their incomes rise more quickly than their parents' did.
In the United States, getting ahead isn't a great mystery. The economy provides opportunity—
more, in fact, than ever before—but it's up to each of us to grab it. Success isn't random. Luck and
Daddy's money aren't the way most Americans get to the top. More often than not, the rewards go
to education, experience, talent, ambition, vision, risk taking, readiness to change, and just plain

hard work. Young people aren't guaranteed success any more than their parents were. Their
chances will improve, though, if they make the right choices in life. Opportunity lies in the advice
given by generations of parents and teachers: Study, work hard, and save. In short, the best
advice for economic success is this: Listen to your elders. . . .
Inequality Is Not Inequity
Judging from the public debate, at least some Americans would prefer a more equal distribution
of income to a less equal one, perhaps on moral grounds, perhaps as a part of an ideal of civic
virtue. There's no economic reason, however, to prefer one pattern of income distribution over
another. In fact, the income statistics do little but confirm what's obvious: America isn't an
egalitarian society. It wasn't designed to be. Socialism, a failed and receding system, sought to
impose an artificial equality. Capitalism, a successful and expanding system, doesn't fight a
fundamental fact of human nature—we vary greatly in capabilities, motivation, interests, and
preferences. Some of us are driven to get ahead. Some of us are just plain lazy. Some of us are
willing to work hard so we can afford a lifestyle rich in material goods. Some of us work just hard
enough to provide a roof overhead, food, clothes, and a few amenities. It shouldn't come as a
surprise that our incomes vary greatly.
Income inequality isn't an aberration. Quite the opposite, it's perfectly consistent with the laws
that govern a free-enterprise system. In the early 1970s, three groups of unemployed Canadians,
all in their twenties, all with at least 12 years of schooling, volunteered to participate in a stylized
economy where the only employment was making woolen belts on small hand looms. They could
work as much or as little as they liked, earning $2.50 for each belt. After 98 days, the results were
anything but equal: 37.2 percent of the economy's income went to the 20 percent with the highest
earnings. The bottom 20 percent received only 6.6 percent. This economic microcosm tells us one
thing: Even among similar people with identical work options, some workers will earn more than
others.
In a modern economy, incomes vary for plenty of reasons having little to do with fairness or
equity. Education and experience, for example, usually yield higher pay. As industry becomes
more sophisticated, the rewards to skilled labor tend to rise, adding to the number of high-income
earners. Location matters. New Yorkers earn more than Mississippians. Lifestyle choices play a
part, too. Simply by having an additional paycheck, two-income families make more money than
those with a single breadwinner. Longer retirements, however, will add to the number of
households with low income, even if many senior citizens live well from their savings. Demographic
changes can twist the distribution of income. As the Baby Boom enters its peak earning years, the
number of high-income households ought to rise. Economic forces create ripples in what we earn.
The ebb and flow of industries can shift workers to both ends of the income distribution. Layoffs put
some Americans into low-income groups, at least temporarily. Companies with new products and
new technologies create jobs and, in most cases, share the bounty by offering workers higher pay.
In technology industries, bonuses and stock options are becoming more common. Higher rates of
return on investments—with, for example, a stock-market boom— will create a windfall for
households with money riding on financial markets.
In and of itself, moreover, income distribution doesn't say much about the performance of an
economy or the opportunities it offers. A widening gap isn't necessarily a sign of failure, nor does a
narrowing one guarantee that an economy is functioning well. As a matter of fact, it's quite
common to find a widening of income distribution in boom times, when almost everyone's earnings
are rising rapidly. All it takes is for one segment of the workforce to become better off faster than
others. However, the distribution can narrow in hard times, as companies facing declining demand
cut back on jobs, hours, raises, and bonuses. In fact, we often see a compression of incomes in
areas where people are sinking into poverty.
There's no denying that our system allows some Americans to become much richer than
others. We must accept that, even celebrate it.

Opportunity, not equality of income, is what made the U.S. economy grow and prosper. It's
most important to provide equality of opportunity, not equality of results. There's ample evidence to
refute any suggestion that the economy is no longer capable of providing opportunity for the vast
majority of Americans. At the end of the twentieth century, upward mobility is alive and well. Even
the lower-income households are sharing in the country's progress. What's more, data suggest that
the populist view of America as a society torn between haves and have-nots, with rigid class lines,
is just plain wrong. We are by no means a caste society.

