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I. INTRODUCTIONx

This paper examines the economic well-heing of age groups in the U.S.
using data on both income and uwealth. Although income will he
discussed, we will focus on wealth in order to exploit relatively

current data on wealth that have become available xecently.

Annual money income hefore taxes is the most frequently used measure of
economic well-being in the U.S. Estimates wusually are obtained from
household surveys, and the family unit or household oxdinarily is used
as the unit of analysis. Of course, annual money income before taxes is
far from an ideal measure of eéonomic well-being. An important
exclusicn is noncash income, from both government and private souzrces,
which 1is a significant source of economic resources for most groups of
the population. BAlso, by using pre-tax income, the rescurces available
to the unit can be distorted. 1In addition, an annual time periocd is not
the most appropriate time period for many purxposes. Lifetime income 1is
cften more appropriate for studies of inequality, while sub-annual

income 1is more appropriate for examining short-run economic well-being.

Measures of economic well-being that axe confined to income omit the
wealth of the unit, although income from assets ordinarily is included
in income. A relatively new data base, the 1979 1Income Suxvey
Development Program (ISDP) file, allows us to examine both income and

wealth. Wealth and income data can be used together in different ways.



Thexre have been several attempts to combine income and uwealth into one
measure of economic well-heing by converting the wealth into an annuity.
Thus, the stock of wealth is converted into an income flow. Perhaps the

best-knoun example of this technique is Weisbxod and Hansen (1968).1/

In this papex we take a much simplexr approach to considexing bhoth income
-and wealth. WKe utilize income and uwealth primarily as a two-dimensicnal
classification. Among other estimates, we examine the distribution of
wealth for different zrelative income classes. We are interested
primarily in such questions as how the addition of wealth data changes

the picture of economic well-being which the income data alcne shou.

Our approach does not implicitly spread the wealth out ove; the expected
lifetime of the unit, as the "wealth as an annuity"™ method does, but is
concerned with a much shorter time horizon. For erample, what rescurces
do units bhave to withstand emergencies, to deal with unexpected expenses
oxr loss of income? In exramining this aspect of the problem, the
liquidity éf the assets held is very important, although even illiquid
assets can often be borrowed against. 1In most cases we examine net
worth, but the more liquid concept of financial assets will be examined

for some purposes.

In this paper wuwe are not directly interested in the question of what
happens to overall measures of inequality if (the annuity value of)
wealth is added to the income measure. Instead, we are more interested
in the question of the short-term "adeguacy"™ of the economic resources

of population groups.



Average amounts (e.g., of income or wealth) have often been used in
analyses of the economic well-being of different groups. Houwever,
averages axe not adequate to exramine guestions about the economic well-
being of groups, especially for aged groups, which are of parxticular
interest to us. Those groups contain units in very different economic
situations. Thus, it is important to look behind the averages to the
distributions of both income and wealth. Qur tuwo-dimensional
classification facilitates the examination of distributions. For
example, one important question involving distributions is hou diverse
axe the amounts of wealth held by units in a given income class? In
order to examine such questions of well-being and because ue have a
particular interest in the aged population,. it will bhe wuseful to
separate the population into age (of household reference person) groups,
since wealth patterns would be expected to be different for different

age groups at the same income level.

Rll estimates shown in this paper are on a household hasis. For
convenience we assume that the income and wealth of the household azre
resources for all members of the household and only for members of the
household. Thus, relatives of persons in the household who do not 1live
in the household (e.g., parents ox children) are assumed to have no
claim on the resources of the household. In some cases we +take into
account the number of persons in the household when we examine the

economic resources of the household.

Section II briefly describes the wealth data used and presents



definitions of impoxrtant concepts used in the paper. In Section III
summary data on net woxrth by age of household reference pexson are
presented +to provide an overview of the wealthholdings of the
population. In Section IV the joint distribution of wealth and inconme
for age groups is examined using both net worth and financial assets as
the concept of wealth. Adjustments are also made for size of household.
Section V contains a summary and conclusions. The appendix contains a
moxe detailed description of the way in which the ISDP wealth data used

in this paper were collected and processed.

II. Data and Definitions Used

Data

The ISDP was an interagency effort involving the Bureau of the Census
and headed by the Department of Health and Human Services. The Program
was established to develop and test a new household survey design for
producing more accurate and, from a public sector point of view, more
useful measures of the economic resouxces of the population of the U.S.
Several field tests were carried out in the course of 1977 - 1980. The
1979 panel, the largest of these, was essentially a pilot suxvey
conducted as a final test prior to implementing a full-scale operatiocnal
effort in the early 1980's (see Ycas and Lininger (1981) for a more

detailed overview of the ISDP).

The sample for the 1979 panel consisted of approximately 7,500

participating households. It was nationally representative and bhoth



low-income and high-income households were ovexsampled slightly.2/ The
information ohtained in the panel included labor force activity, income,
assets, debts, and detailed sociceconomic characteristics. The panel
was multi-wave in design with an initial intervieu folloued by four up-
date interviews conducted at three-month intervals cver the course of
one year. A final xound-up interview was conducted in the second
quartex of 1980. The data used in this paper are primarily from the
fifth wave, which contained most of the data on wealth; interviewing for
that wave was carried out in January, February and Maxch, 1980. Despite
the nature cf the survey content and the 1level of respondent effort
required, cooperation was quite good hy general standaxds. Slightly
more than 90 percent of eligible households agreed to be interviewed for
the {first wa&e. By the completion of the sixth wave, participation had
only dropped an additional six or seven points (to about 7,000

households).

The income data suffer from the underreporting uwhich is common to
household surveys. However, overall the ISDP data appear to ke better
than the income data in the Curzent Population Survey (especially in
regard to transfer income), although much moxe analysis of the data is

needed (Vaughan, Whiteman, and Liningexr 1982; Vaughan 1983).

The guality of the wealth data is more difficult to assess. While there
is some evidence of marked increases in the identification of asset
ownership compared to earlier estimates (Vaughan, Whiteman, and Lininger

1982; Vaughan 1983), unfortunately item nonresponse on asset values (for

assets other than ouwner-occupied housing and vehicles) uas quite high.



Item nonresponse rates on those asset values ranged from a low of about
20 percent for sample persons with savings and credit unicn accounts to
a high of about 65-75 percent foxr persons ouning stocks and mutual fund
shares (66 percent) and nonactive business interxests (77 pexcent). 1In
general, the level of missing information was 1lower for amcunts of
secured debt (Pearl, Frankel, and Williams 1982:5-17). Thus, vexy
substantial proportions of the final asset value aggregates stem from

values assigned on the basis of "hot deck"™ imputaticn.3~s

The post-imputation estimates of net woxrth and of most asset tyres
presented here suffer from substantial underreporting. Financial assets
appear to show the highest percentage of underrxeporting. Hcouevexr, a
comparison of survey aggregates by +type of asset +to independent
benchmarks suggests zresults that arxe similar +to the 1962 Survey of
Financial Charactexistics of Consumers (SFCC) (Projectoxr and Weiss 1966;

Pearl, Frankel, and Williams 1982:32).

One characteristic of +the ISDP wealth data is that the extreme upper
tail of the net worth distribution shows a far louwer share of net worth
than other sources of wealth data show; the ISDP file does not contain
any extremely large holdings of wealth. This "absence" of the extreme
uppexr tail 1is at least partly the result of the nature of this suxvey;
the emphasis was on obtaining data for 1low and middle income units.
Thus, it was expected that the upper tail would not bhe measured well.
Nonresponse problems undoubtedly are an important factor, and coding and

top-coding restrictions might also he important.i/



Despite the very real problems with item nonresponse and underreporxting,
there are indications that the post-imputation estimates fxom the f£ifth
wave file are not unreasonable. Changes in portfolio shares over the
1963-79 pericd, as implied by a comparison of the ISDP and SFCC results,
seem plausible (a decline in the importance of stocks and mutual fund
shares and an increase in the importance of interest beaxing assets and
of zxeal assets) (Pearl, Frankel, and Williams 1982:31-35). Preliminary
tabulations of net worth components and total wealth by household
income, age and other demographic variables (Radnex 1981; Pearl and

Frankel 1981), appear to be guite sensible on the whole.

Taking these early results into account, and realizing that alternative
sources of wealth information are also plagued by severe limitations 1in
texrms of completeness ox availability of ancillary variahles of
interest, or can only be generalized to the U.S. household population
with some difficulty, uwe feel that further and morxe detailed exploration
of the ISDP wealth data is warranted. Additional discussion of the
nature of the 1979 ISDP data, especially processing and imputation

procedures, is presented in the appendix.

Texrms and Concerts

In general the demographic concepts we use are the same or similar to
those employed by the Bureau of the Census in its Annual Demographic
Supplement to the Curxent Population Survey. Where differences exist,

they are noted.



The data presented in the paper pertain to the c¢ivilian noninstitutional
population living in the 50 states and the District of Columbia at the

dates of intexvieu.

All estimates are on a househocld basis. A household consists of all the
persons who occupy a housing unit. A household includes the zxelated
family members and all the unrelated persons, such as lcdgers, fostex
children and waxds. A person living alone in a housing unit, ox a group
of unrelated persons sharxing a housing unit as partners, is also counted

as a household.5/

The household reference person (householder) is the pexrson (ox one of
the persons) in whose name the home is owned or rented. If the homé‘ is
owned or rented Jjointly by two persons, such as a husband and wife,
either one, but only one, may be designated as +the hcuseholdexr.6/ Age
classifications are based on the age of the householder at his or hex

most recent birthday.

Income 1is defined on a before-tax basis and is presented at annualized
rates, that is, as the measured three-month value times four. All money
income received by household members during the thxee months preceding
the month of interview is covexed, including one-time ox lump sum
payments such as life insurance proceeds, gifts or other irregulaxr money
income.?7/ While capital gains axe not expressly covered in the three-
month income concept, some capital gains may have been reported undex

lump sum payments. Bank withdrawals and money bhorroued axe nominally



excluded. Conceptually, all othexr socurces of money income are included.

Net worth consists of all assets less all debts covered by the survey.8/
In our terminclogy net uworth is defined to be uwealth minus unsecured
debt.97 With the esxception of homé and vehicle equity, all net worth
components were valued as o¢f Decembexr 31, 1979. Home and vehicle
equity, which were c¢ollected in wave tuwo, were valued as of mid-1979.

Both assets and dehts are described more fully below.

Wealth 1is defined as the value of all assets covered hy the survey, as
described below, less any debts secured by the assets. Several items
sometimes included in wealth. are excluded. The most impcrtant
exclusions are social security and private pension wealth (including
equity in annuities). MAlso excluded arxe trusts (both in cases in which
the individual has a beneficial interest, as well as when the individual
only has rights +to income from the txust), the value of royalties and
the equity value of life insurance. MWealth is the sum of the following
items:

Home equity.-- The difference between the market value of owner-

occupied housing, as estimated by the respondent, and the amount of
'any ocutstanding moxtgages on the residence. Equity 1in otherx
residential property, such as vacation honmes, was measured

separately and is included under the category "other assets”.

Durable goods.-- The equity in vehicles owned by all household

members plus the market value of household duxables (furnituze,

television sets, stexeos, appliances and so forth). Cars, trucks,



-10-

motoxcycles, boats, snoumobiles and zxecreational vehicles (RV's)
were all covexed by the items on vehicles. Equity in vehicles uas
measured as the difference hetuween market value, as estimated on
the basis o0f year, model and make of vehicle from "blue hook"™
values, less associated debt. The market wvalue of household
durables was estimated by the most Kknouwledgeable zxespondent
available at the time of interxrview but was based on a single item

covering all categories of durables.

Business egquity.—-- The wvalue of owner-operated farm or nonfarm
businesses oxr professional practices net of debts secured by the

business.

Liguid financial assets.-- This texm includes cash on hand, amounts
held in checking accounts, amounts held in savings and credit union
passbook accounts and the value of U.S. savings bonds (sexies E, F,

and J).

Nonligquid financial assets.-- The value of bonds (other than serxies

E, F and J U.S. savings bonds), certificates of deposit, personal
loans and mortgage debt owed to household members and the market
value of publicly traded stocks and mutual fund shares net of

associated secured debt.

Other assets.-- The market value of real assets other than oun home

(farm property other than an own £farm business, and xresidential

property including houses, apartments and condominiums, commexcial

or industrial property and undeveloped land) less associated
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mortgages or other dehts, the equity in farm and nonfarm business
interests when the household member was not actively engaged in the
management and operation of the husiness, and the equity in assets

not specified elseuwhere.

In general, unsecured debt is any deht owed by members of the household
as of the survey reference date +that is not secured by the assets
included in the concept of wealth. Specifically, unsecured debt
includes installment debt (store or credit card bills), and
noninstallment debt (perscnal 1loans ohtained +through a financial
institution, unpaid medical bills and money owed to private
individuals), and educational loans. Debt not classified elseuhere is

also included hezre.

III. Summary Data on Net Werth

In this section data on net worth by age of reference person are
summarized, including mean and median amounts, size distributions,
relative shares within age groups, and the composition of net worzth.
Nine age classes are used in most tables in this paper: six summary
classes that include all ages, and three detailed age classes within the
age 65 and over summary class. The detail among the aged groups is very
impoxtant not only because those groups are of particular interest to
us, but also because substantial differences in the distxibution of
economic well-being c¢an exrist betuween the younger aged households and

the older aged househclds.
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When analyzing the economic well-being of different age gxoups it is
useful to examine the composition of each age group by type of
household. Table 1 shows the distxribution of each age group by
househcld size and sex of householder. We see that the proportion of
one-person househoclds falls from the youngest group to the 35-44 group,
then rxises sharply in the 65 and ovexr group. Half of the households in
the 75 and over group are one-person households. In order to take
account of these differences by age, some adjustments for size of
household are made in the estimates shouwn latexr in this papexr. The
propoxtion of householdexs who axe female falls, then rises as age
increases. In the 75 and over group, 86 percent of the one-pexrson
households are females:; ;any of those women are widous. Thus, aged
households tend +to be smaller and +to have female householdexrs mozxe
often. Moxe than one third of all aged households are females in one-
pexson households. These differences should he Rept in mind when the
income and wealth data for age groups are examined. The numhexr of

sample households and weighted number of households in each age group

are also shoun to illustrate the size of each age Qroup._

Mean Income and Mean and Median Net Worth

Mean and median amounts of net worth and mean income by age of reference
person are shown in Table 2. 10/ Mean household income (three-month
income annualized) ranges from a low of $10,852 for the 75 and over age
group to a high of $28,135 for the 45-54 group, showing the familiar

pattern of relatively 1low means for the young and old age groups.

Relative mean incomes (the mean for the group divided by the overall
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mean) <xange from 0.51 £fox the oldest age group to 1.34 for the u45-54

group. BAge groups under 35 and 65 and over have relative means of less

than 1.00.

Mean net worth ranges from a low of $8,875 for the under 25 group to a
high of %105,744 for the 55-64 group. (It is important +to note that
these estimates are almost cextainly understated, and to a greatex
extent than the income estimates.) In terms of zrelative means, the
range is from 0.14 to 1.69. The pattern is low relative means in the
under 35 groups followed by gradually increasing then decreasing
relative means. Median net worth =ranges from $3,454 to %51,4Y44; of
course, because of the skeuness of the distributions, the median is far
below the mean in every age group. Relative medians range from 0.13 to

2.00.

All age groups 55 and over show relative means for net worth that exrceed
their relative means for income; age groups under 55 show +the opposite
situation. Another way of looking at the relationship between income
and net worth is to examine the ratio of mean net worth to mean income.
Those <ratios range from 0.63 for the youngest age group to 6.74 fcxr the
70-74 group, compared to the overall estimate of 2.96. Thus, ncot
surprisingly, when mean amcunts are used the older age groups have fax

more net worth relative to income than the younger age groups.

—_——ts e s M e

0f course, therxe are large differences in economic well-bkeing within age

groups that cannot be shown using mean and median amounts. The size
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distribution of net woxrth within age groups is shown in Tahle 3. One
important thing to note in this tabkle is that substantial disperxrsion is
present in all age groups. Fox example, except for the youngest age
group, in each age group the modal size class and the classes ahove and
belou that c¢lass contain less than 53 percent of the households in the
age group. Thus, in each of those age groups at least 47 pexcent of the
households are two or more classes away from the modal class in net

worth.

Despite this dispersion, general statements about the distributions
within age groups can he made, expanding on the inforxmation shown hy the
means and medians in Table 2. As would be expected, households in the
younger age groups arxe concentrated in the lower net worth classes; for
example, almost 60 percent of the under 25 group has less than $5,000 in
net worth. In contrast, the middle age groups show a much higher
percentage in the higher size classes; for example, 29 percent of
households in the 55-6U4 group have net worth of at least $100,000. The
65-74 groups show little decline from the 55-64 group distribution, but
the 75 and cvex group does show a substantial decline in the percentage
of wunits with high net woxrth. BAhout 7 percent of the units in the 65
and over group have net worth of less than %$1,000 and almost 16 percent
have net worth of 1less than $5,000; those percentages are slightly

higher for the 75 and over group.
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Relative Shares of Net Woxrth Within Age Groups

Another indicator of dispersion 1is the relative shares of net worth
within age groups, which are shown in Table 4, As measured by the Gini
concentration ratio, inequality declines £from the youngest age group
(.76) to the 45-54 group (.61), then remains about the same in the 55-64
and 65 and over groups.l1ll/ Within the 65 and over group, the 65-74
groups show the 1lowest inegquality (.59), while inequality rises
substantially in the 75 and ovexr group (.65). The share of the top five
percent falls from 39 percent for the youngest age group to about 27
rexcent in the 65-74 groups, then rises to 37 percent in the 75 and over
group. Thus, a general pattern of a decline in inequality follcwed by a
rise as age increases to the 75 and over group is present. We would
expect that the true overall degree of inequality is undezstated in

these data because of the ahsence of the extreme upper tail.12/

Composition of Net Worth

Table 5 showus the percentage composition of net worth for each age
group, while Table 6 shouws mean amounts of the different asset types and

unsecured debt for all households in each age group. Home equity is a

relatively constant percentage of net worth across age groups, Houwever,
the mean amounts show large differences, ranging from $2,678 (under 25)
to $31,450 (age 55-64). Financial assets are zrelatively 1low in
importance foxr the younger groups and relatively important fox the older
groups. The differences are morxe pronounced using mean amounts, with

the mean for the 55-64 group 17 times the mean for the under 25 group.
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For the age groups under 35, financial assets are split about evenly
between what we call ligquid and nonliquid assets. For the age groups 35
and over, nonliquid assets are relatively more important, constituting

about 75 pexcent of the total.

Business equity shows a steady decline in importance in the oldexr age
groups, and the mean amounts also decline. Other sassets arxe a
relatively constant percentage of net worth except for the undexr 25
group. The 70-74 group shows a relatively high percentage, but that
difference could result frcm a few sample cases with large amounts.

Durable gocds are relatively important for the youngest age groups., but

that importance declines rxapidly with age; mean amounts peak in the 55-
64 group, then decline as age increases. Unsecured debht is important
only for the vyoungest age groups, although the mean amount is highest

for the 35-4Y4 group.

Table 7 shous the perxcentage of households in each age group which had
the specific type of asset or debt shoun. Differences in these
ownership rates explain some of the differences in mean amounts among
age groups. We see that home ownership rises from a low of 21 percent
in the youngest group to 73 perxcent in the 55-64 group. The 65-74
groups show a small decline to 70 percent, while the 75 and ovexr gzroup
shows a substantial £fall +to 59 percent. The ownership of financial
assets and liguid financial assets is fairly constant across age groups
at a very high level; these concepts include cash on hand and checking
accounts. Ounership of nonliguid financial assets rises steeply from

the youngest group to the 70-74 grocup, then declines in the 75 and cver
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group. Presence of husiness equity is low at the age extremes and peaks

in the 35-54 groups. Ounership of othexr assets is low under 35 and

faixly constant in the groups 35 and over. Presence of unsecured deht
is highest in the 25-34 group and declines maxkedly in the 55 and over

groups to a low in the 75 and ovex group.

Net Worth by Age and Income

Table 8 shows mean net worth for age groups and overall income
gquintiles; 13/ the bounds of the income guintiles axe shown in Tahle 9.
As expected, for all ages +together mean net woerth rises as income
increases. 1In general this pattexn holds within age groups although
thexe are some exceptions. As we noted earlier, mean net worth for all
income guintiles rises from the youngest group to the 55-64 group where
it peaks, then falls through the aged groups as age increases. Houwever,
when we look at overall income quintiles different patterns emerge. In
the bottom quintile mean net woxth shouws an age pattexrn that is roughly
similar to the pattern for all gquintiles. 1In the other four gquintiles,
mean net worth peaks in the 65 and over summary group. One of those
peaks is in the 65-69 group, two are in the 70-74 group, and one is in
the 75 and over group.l4s Thus, standardizing for income in a crude way
significantly alters the relationship between mean net worth and age.
This pattern within income gquintiles reflects, among other things, the
fact that the aged have had meore time than younger households +o

accumulate wealth. Also, as membexrs of aged households leave the labor

force, the income of the household usually falls. Since aged households
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axre ranked here on the hasis of curxent income, their net worth appears

to be high relative to their income.

Table 10 shows the composition of net worth for summaxy age groups
(undex 65, 65 and over) for each overall income quintile. For all
households, in general the importance of home equity falls as income
rises. The same pattern is present for the 65 and over group, but the
undexr 65 group does not show a decline until the top quintile. The aged
group shous a highex percentage than the nonaged group for home equity
in the bhottom guintile (50 as opposed to 37), but lowexr pexcentages in
the top three quintiles. HNonliguid financial assets show a rise in
importance as income rises for all households. The aged group also
shous a general rise, while the nonaged group shouws an uneven pattern;
the aged group shows a higher perxcentage thén the nonaged group in the
top four quintiles. Liguid financial assets show a slight rise then
fall as income rises; the aged percentages are ahove the nonaged

percentages. Business equity shows a decline as income rises for all

ages and for nonaged households and an irregular pattexn for the aged.
The percentage for the aged group is below the percentage for the

nonaged group in all gquintiles. Qther assets show a rise, fall, and

rise in the top quintile for all ages and hoth age groups. Durxable
goods show 1little pattern as income increases, except for a decline in
the top quintile; the aged percentage is belou the nonaged percentage in

each quintile. Unsecured debt shous little pattern for all ages and for

the aged group, in which the percentage is insignificant. For the

ncnaged group there is a slight decline as income rises.
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IV. The Distribution of Households Among Wealth and Income Quintiles

In this section the joint distribution of wealth and income amcng
guintiles is shown. Both net woxth and financial assets arxe used as
definitions of wealth, and differxences produced by adjustment for size
of household are examined. Table 11 shows the distribution of
households in each age group among income and net worth quintiles. The
income and net worth gquintiles shown in this table are defined over all
households, and the income and net worth quintiles are defined
independently. Before discussing the distributions in the table it is
useful to mention the amounts of income and net woxrth represented by
each gquintile. The upper bounds of the bottom four guintiles axre shoun
in Table 9, along with the medians. Thus, the bottom income quintile
consists of households with $7,268 oxr less in annualized money inconme
before tax, while the top quintile consists of households with $30,745
or moxe in annualized income. The bottom net worth guintile consists of
households with $3,143 oxr 1less, the second guintile consists of
households with %3, 144 to $15,608, and the +top net worth gquintile
consists of households with %86,680 oxr more. The tuwo bottom guintiles
of net worth contain amounts that are quite low -- for example, those

amounts are all below median annualized household income (%16, 444).

The first six lines of Table 11 show the distribution of households in
each age group among net worth quintiles (foxr all income quintiles). In
those 1lines we see that the under 35 age groups tend to be concentrated

in the lower net worth guintiles, the 35-U44 age group is fairly evenly

spread among the gquintiles, and the 45 and ocver age groups tend to he
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more concentrated in the upper gquintiles. Within the aged group, the
65-74 groups are concentrated in the upper quintiles, while the 75 and
ovexr age group is spread fairly evenly among the gquintiles. Almost 30
percent of the 65 and over group is in the bottom two guintiles. 0f
course, these patterns are consistent with the differences in size

distributions shown in Tahle 3.

The other £ive "Total™ lines show the distribution of households among
income quintiles. The age groups undexr 55 1in general shou moxe
households in the upper income gquintiles than in the upper net worth
quintiles and fewer in the lower income quintiles than in the lowexr net
worth gquintiles. For exrample, the 35-U4 group shous 29 percent in the
top income quintile, but only 22 percent in the top net uworth quintile;
that group shouws only 13 perxcent in the bottom income quintile, but 18
percent in the hottom net woxth gquintile. Thus, as e saw earlier
{Table 2), the households under 55 have relatively more income than net
worth. The households 85 and over show the opposite pattern; this
opposite pattern alsc holds for the detailed aged groups. Foxr example,
for the 75 and over group, 5 pexrcent were in the +top income quintile,

but 18 percent were in the top net worth quintile.

We will now turn to the joint distribution of income and net woxth by
examining, for each age group and income quintile, the distribution of
households among net worth gquintiles in Table 11. Fox all ages (the
"Total™ column) uwe see the familiar strong positive corxelation bhetween

income and net worth. For example, in the bottom income gquintile u0

pexcent (8.1/20.0) of the households are in +the bottom net worth
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guintile, while only 6.5 pexcent (1.37/20.0) arxe in the top net uworth
quintile. 1In contrxast, in the top income quintile only 4 pexcent arxe in
the bottom net worth quintile, while 44 percent axe in the top net uworth
gquintile. This general pattern of strong coxrelation betueen income and

net woxrth holds within each of the age gxoups also.

When we 1look across age groups for a given income quintile we see the
expected pattern. For example, in general, for each income quintile the
proportion of households in the bottom net worth guintile falls as age
increases, while the proportion in the top net worth quintile =rises.
This pattern is consistent with the pattern of mean net worth by inccme

and age shoun in Table 8.

One thing that Table 11 shows that could not be seen in earliexr tahles
is the extent of dispersion of net worth within income and age groups,
as shown by the distribution among net worth guintiles. We have not
calculated sophisticated measures of dispersion. Instead, a simple
indicator of that dispersion will be used in this discussion: for a
given age group and income gquintile, the indicatoxr is the range of
percentages (i.e., the largest minus +the smallest) for net worth
quintiles divided by the total percentage. For erample, in the bottem
income quintile for all ages, the range is 6.8 percent (8.1 minus 1.3)
and the total percentage is 20.0. Thus, the indicator is 0.34 (i.e.,
6.8,20.0). A high value s&ggests high concentration and 1low
dispersion.l15/ When we look at all households, we see that the middle

three quintiles have relatively high dispersion, while the bottom and

top gquintiles show more concentration. In the bottom income guintile,
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aged households show substantially more dispersion  that nonaged
households. In the second quintile, the two youngest groups show mozxe
concentration than the other groups. In the top thzee guintiles, in
general aged households show moxe concentration than nonaged households.
For aged households, relatively high income is accompanied by relatively

high net worth in 78 pexcent (7.0,9.0) of the cases.

We will now lock at the two-dimensional classification cf income and net
worth and examine the proportion of households in each age group at the
entremes of the income-net worth distribution. For this purpose we will
examine the proportion of households in the bottom income gquintile and
the bottow two net worth guintiles and the proportion in the top income
and net worth guintiles. The bottom two net worth quintiles are used
because amounts are quite low throughout that range (Table 9). For all
ages, 13 pexcent of all households are in the lower group defined above
(see the summary presented in the first panel cof Table 16). For the
youngest group, 23 percent are in the lower group, while for the 25-64
groups only 9 to 10 percent are in that group. For aged households, 20
percent are in that group, ranging from 15 percent for the 65-69 group
to 26 percent for the 75 and over group. Thus, more than one fourth of
the 75 and over group had annual income of less than $7,269 and net
worth of less than $15,609. .Nine percent of all households are in the
upper group. The proportion in the upper group increases with age to
the U45-64 groups (15-16 percent), then falls to 7 rercent for the 65 and

over group, with only 4 percent in the 75 and cver group.

Table 12 is similar to Table 11, but shous guintiles of financial assets
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rather than net worth. The boundaries of the financial asset gquintiles
axre shown in Tabhle 9; +the small amocunts shoun in the bottom three
guintiles should be noted. Looking at financial assets gives a better
indicator of wealth that can be used in the shoxt-run. The distribution
of age groups among financial asset gquintiles differs slightly from the
net werth distribution, although the general pattexns discussed ahove
are the same. The vyoungest group shows a higher distribution for
financial assets than for net worth, and aged households show more in
the top and bhottom gquintiles of financial as;ets; the increase at the
top 1is mostly in the 75 and over group. Looking at the joint
distribution of income and financial assets, we see a stxong positive
correlation similar +to that for net worth and income. The patterns of

dispersion in general axe similaxr to those for net worth and income.

In this table we will concentrate on the two-dimensional classification,
using the bottom income quintile and +the bhottom +two financial asset
quintiles (less than $794), and the +top income and financial asset
quintiles. For all ages, 13 percent are in the lower group, a figure
that 1is unchanged from +the net worth figure (see the summary in the
first panel of Table 16). Fox the youngest group, 19 percent are in the
lower group (down from 23), while for the 25-64 groups 9 to 11 percent
are in that group (little change). For aged households, 19 percent aré
in the 1lowexr group (little change), with a small range frcom 18 percent
(65-69) to 21 percent (70-74). This range is far smaller than for net
woxrth. If the bottom income quintile and the hottom three financial

asset quintiles are used (financial assets of less than $3,311), for all
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ages 16 percent arxe in the louer group. Again, the youngest group shous
a relatively high figure (25 pexrcent), while the 25-64 groups are
relatively low (10 to 13 pexcent). The 65 and over group shouws 28
percent, with a progression from 21 percent (65-69) to 30 percent (70-
74) +to 32 pexcent (75 and over). Thus, 28 percent of aged households
had income of less than %7,269 and financial assets of less than $3,311.
Nine percent of households are in the upper group. 1In that group there

is little change from the net worth percentages.

Adjustment for Size of Household

When the distribution of income is examined as an indicator cf the
distribution of economic well-being, zresearchers often adjust that
distribution for differences in size of unit (in this case households).
In this paper we will adjust income, net worth, and financial assets for
size of unit using an equivalence scale hased on the U.S. poverty lines
(see Table 13). The amounts uwere divided by the scale values to obtain
the adjusted amounts. We make no claim that this is obviocusly the hest
scale to use, but only that it is a familiax scale that can he wused to
see whether this adjustment makes a substantial difference. The ansuer
to this question could be sensitive to the choice of the scale. It is
appropriate to adjust wealth as well as income because here we are
viewing wealth primarily as a resource for consumption in the short zun,
and that <zresocurce is being viewed as spread over the persons in the

household.
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Table 14 shouws households classified according to guintiles bhased on the
adjusted income and net worth amounts. Looking at the cverall
distribution of net woxrth, we find that the distxibutions of youngex
households are not changed very much, but the 35-54 groups show slightly
lowexr distributions after adjustment. The 55-64 group shous a slightly
higher distribution, while the 65 and over gxoups shou higher

distributions, particularly at the top of the net worth distrihbution.

The change in the income distribution 1is substantial, with aged
househoclds moving up and households in the 35-54 groups moving down. As
expected, there is still a strong positive correlation between income
and net worth exhibited hexe. The patterns of dispersion are generally
similar to the those for unadjusted net worth and income. Looking at
the two-dimensional classification of adjusted income and adjusted net
worth, and using the hottom income guintile and the bottom two net worth
quintiles as the lower group, for all ages we find 13 percent in that
group (see the second panel of Table 16). This shouws no change from the
unadjusted data in Table 11. For the youngest group, 21 percent are in
the 1lower group (a swall decline), while the 25-64 groups shouw 10-13
pexcent (a small increase). For aged households, 16 percent axe in that
group (down from 20); the range is from 11 percent (65-69) to 20 percent
(75 and ovex). 1In general, the gap betueen aged and nonaged has been
reduced. Using the +top income and net worth gquintiles as the uprper
group, eight percent of all households are in that group. This estimate
shous little‘ change from the wunadjusted estimate. The 55 and over

groups show small increases, while the 35-54 groups show declines.
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Table 15 shows the <c¢lassification bhy adjusted income and adjusted
financial assets. We will lock at the two-dimensional <c¢lassification
and compare it to the unadjusted financial asset classification (Table
12). Using the bottom income quintile and +the bottom +two financial
asset guintiles, for all ages, 14 perxrcent are in the lower group; thexe
is little change from the unadjusted estimate (see the second panel of
Table 16). For the youngest group, 16 perxcent are in the loﬁez group
(down from 19), while for the 25-64 group 11 to 14 percent are in that
group (a slight rise). Fox aged households, 16 perxcent are in the lower
group (down from 19) with a range from 13 percent (65-69) to 19 percent
(70-74). As was the case with net woxth, the adjustment reduces the gap
between aged and nonaged households. 1If the bottom income quintile and
the bottom +three financial asset guintiles arxe used, for all ages 17
percent are in the lower group (little change). The youngest group
shous a relatively high figure (22 percent, a slight decline), while the
25-64 groups are slightly below the overall figure. The 65 and over
group shows 23 percent (down from 28), with a progression from 18
percent (65-69) to 25 percent (70-74) to 26 percent (75 and over). All
of the aged figures are somewhat below the unadjusted figures fox those
age groups. Using the top income and financial asset gquintiles as the
uppex group, eight percent of all households are in that group; this
estimate shows little change from the unadjusted estimate. The 55 and

over groups show small increases, while the 35-54 groups show declines.
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V. Summarxy and Conclusions

Annual money income before tases is the measure ordinarily used to
assess the economic well-being of the U.S. populatiqn. One of the
deficiencies of that measure, at least for some purposes, is the
omission of wealth. In this paper we summarize the patterns of
household wealthholding for‘age of householder and income groups shoun
in the 1979 Income Survey Development Program file. Our emphasis on age
groups results from the substantial differences in wealth between age
groups, as well as our particular interest in the economic well-being of

aged units.

Cur overview of wealthholding patterns shows increasing mean net worth
as age increases up to the 55-64 age group, then a decline (Table 2).
All age groups show substantial dispersion in amounts of net worth
within the age group (Table 3). Pattexns of the composition of wealth
also differ among age groups, with older households holding a higher
percentage of +their net worth in financial assets than younger
households do (Table 5). When mean net woxth is examined for age dgrourps
and income guintiles, within age groups mean net worth in general rises
as income 1rises (Table 8). For the top four overall inccme guintiles,
in general mean net worth rises as age increases, up to the 65 and over
age group. The composition of net worth also differs amcng sunmary age
and income groups (Table 10). For example, 50 rexcent of the net worth
of the 65 and over group in the bottom income quintile consists of home

equity, while for all households age 65 and over the share is only 32
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percent.

Income and wealth are examined for age groups using the Jjoint
distribution. This two-way classification enables us to examine the
dispersion in amounts of net worth and financial assets by overall
income quintile and age. Table 16 summarizes the data for households
with zrelatively 1low . income and low wealth and with relatively high
income and high wealth, both before and after adjusting the income and
wealth data for size of household. Looking at the estimates before
adjustment for size of household, we see that 13 percent of all
households were in the bottom income gquintile (less than $7,269) and the
bottom +two net worth quintiles (less than $15,609) while the
corresponding figure for households age 65 ana over was 20 perxcent. The
percentage for the 65 and over age group exceeds the percentage for each
group 1in the 25-64 age range. Shifting to the bottom tuo guintiles of
financial assets (less than $794) instead of net worth produces fairly
small changes, with a shift within the age 65 and over group (a decline
in the proportion in the 75 and over group and a zrise in the '65—74
groups). Using the bottom three quintiles of financial assets (less
than $3,311) produces substantial increases in the percentages in the 70
and over age groups. In these three variations, the percentage of
households age 65 and over that have bhoth zrelatively 1low income and
relatively low wealth ranges freom 19 to 28 percent; in all three cases
those percentages are substantially ahove the percentages fcxr all ages
and for each age group in the 25-64 range. Adjusting for size of

household decreases the percentages for aged households to a range from



-29-

16 to 23 percent, but those percentages rxemain ahove the percentages for
all households and for each age gxoup in the 25-64 <range. Looking at
households in the top guintile in both income and wealth, the percentage
of aged households in this high group is slightly below the percentage
for all ages before adjustment for size of household; after adjustment
the percentages are the same fo? aged households and all households.
Only small differences are produced by shifting from net worth to

financial assets.

In this paper we have found that substantial dispersion in amounts of
wealth held is present for aged households, even within income groups.
A substantial propoxtion of aged households have hoth zelatively lou
income and relatively 1low wealth; that proportion is sabove the
proportion for all ages and for each age group in the 25-64 range. Much
work needs to be done to examine in moxe detail the characteristics of
households in the various income-wealth categories. For ewample, labor
force participation, marital status, sex, size of household, and size of
social security benefits are among the characteristics that require

further examination.
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TABLE 3--PERCENTAGE DISTRIBUTION BY SIZE OF NET WORTH WITHIN AGE GROUPS
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TABLE 14--PERCENTAGE JOINT DISTRIBUTION OF INCOME AND NET WORTH, ADJUSTED FOR SIZE OF UNIT

AGE OF HOUSEHOLDER

OVERALL
INCOHME AHD
NET HORTH
QUINTILES
SCALED BY

UNDER 25 25-34 35-44 45-54 55-64 65+ 65-69 70-74 75+
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TABLE 15--PERCENTAGE JOINT DISTRIBUTION OF INCOME AND FINANCIAL ASSETS, ADJUSTED FOR SIZE OF UNIT

AGE OF HOUSEHOLDER

OVERALL
INCONE AND
FINAHCIAL ASSET
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FOOTNOTES

An earlier version of this paper was presented at the C.V. Staxx
Centexr Conference on International Compariscons of the Distribution
of Household Wealth, New York Univexrsity, Novembexr 11-12, 1983.
The authors are greatly indebted to Shaxron Johnsen, who prepared
the estimates, and to Benjamin Bridges, John Hamboxr, Thomas Juster,
Daniel Kasprzyk, and Charles Lininger for theix helpful comments.
Any opinions expressed are those of +the authors and do not
necessarily zrepresent the position of the Social  Security
Administration.

Looking at the aged, Hurd and Shoven (1982) capitalized several
sources of income and added those values to estimates of wealth.
Thus, income flows wexe convexrted into stocks of wealth.

The top income quintile contained 13 perxcent more ohsexvations than
would have been expected without oversampling; the bottom income
quintile contained 32 perxrcent more ohservations than would have
been expected. The top net worth quintile contained 12 pexcent
more observations +than would have been expected, while the bhottom
net worth quintile contained 21 percent more. The oversampling uwas
carried out by oversampling housing units in the 1976 Survey of
Income and Education that had (1975) income of less than $2,500 ox
more than $36,999. The ovexrsampling at the top was far less than
that used in the 1962 Survey of Financial Characteristics of
Consumers.

Anothexr problem is that missing asset information and missing
income information wexe imputed independently.

This absence of the extreme uppexr tail uwould he expected to have a
substantial impact on comparisons betueen suxvey aggregates and
independent control aggregates.

Contraxy to usuval Bureau of the Census practice, group guarters
(housing units with five or moxe persons who are unrelated) are
included in the universe of households for this paper. However,
since the numbexr of such households is quite small, this departure
from conventional Census Burxeau definitions should have no
substantive impact on our findings.
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The concept of householder is closely related to the traditional
concept of "head" which it supplants. However, in husband-uife
families either partner may be designated as the householdexr. This
contrasts with past Bureau of Census practice when the husband uas
always classified as the "head". 1In the 1979 ISDP, approximately 3
million (or somewhat less than 6 percent) of women in married
couple families were designated as the householderx. 1In the Maxch
1980 CPS (income vyear 1979), approximately 1.6 million (or 3
percent) uwere classified as the householder. The March 1979 CPS
(income year 1978) employed the traditional head concept.

Thus, income from assets is included in income at the same time
that income-producing assets are included in wealth. It should be
noted that +the nonfarm self-employment: income estimate is the
person's "draw" from the business, rather than net income from the
business. .

Assets and debts of persons undexr age 16 are exrcluded from the
estimates shoun in this paper.

The asset and debt definitions and terminology used in this papex
were chosen to be as similar as possible to . the SFCC definitions
and terminology. Houwever, some differences remain.

With the exception of Table U4, the estimates in this paper exrclude
the small numbexr of sample cases with negative‘household income.

The Lorenz curves for the u45-854, 55-64, and 65 and over groups
CXOSS. ’

The share of the top one percent of households is in the 10 to 15
pexcent range for age groups (12.5 percent £for all ages). Such
values are far helou estimates from most other data souxces. See
the discussion in the text of the absence of the upper +tail in
these data.

Median net woxth shous essentially the same pattexn; houwevexr, the
median is bhelow the mean in evexry case. 1In cells with very high
means, the mean 1is not very far above the median because of the
compression of high amounts discussed earlier.

The precise location of the peak among detailed aged groups should
be examined with c¢aution; some of those gquintiles contain
relatively few observations (see Table 11 for indications of small
cells). .

The range of this indicator is from 1.00 (maximum concentration) to
0.00 (maximum dispersion).
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APPENDIX
Some Genexal Notes on
The ISDP Fifth Intexrview Data Base con Assets:

Data Collection and Processing

With the exception of equity in vehicles and owner-occupied housing, the
ISDP wealth estimates presented in this paper were collected in the 5th
interview of the 1979 ISDP Research Panel conducted in January, February
and March, 1980. 1/ This section will offer a brief overview of the
collection and processing procedures employed for the various asset
components of net worth and a discussion of some possible implications

for analytical woxk.

Data Collection 2~/

From the standpoint of <c¢ollection and processing procedures, asset
information c¢an be xoughly divided into two <c¢lasses: that type foz'
which ounership information had been established in prioxr intervieus
(foxr the most part assets which might be expected +to produce periodic
income flows) and such other assets as ouwner-coccupied housing, vehicles,

cash on hand and in checKing accounts, and household duxables.

The basic information underlying estimates of equity in ocwner-occcupied
housing and motoxr vehicles uwas appended to the fifth wave Public Use
File from data <collected in the second intexview £foxr puxposes of
simulating program eligibility. A limited description of the collection
and coding of these data is given in {9] and {final editing and

imputation procedures are discussed in [8,10]. Information concerning
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cash‘ on hand and in checking accounts, and household durxables was
obtained during the fifth wave interview in a relatively straightforuwaxd

manner and will not be discussed.

Collection of asset values in the fifth intexrview foxr income producing
assets (farm and nonfarm husinesses, interxest-hearing assets, stocks and
mutual fund sharxes, <real property other than own home, and nonactive
business interests) was based on ounership information developed at the
level of individuals over the couxse of the first four intervieuws that
preceded the net worth interxrview conducted in the fifth wave. The
collection ‘of ownership information £oxr these types of assets was
closely intextuwined, in turn, with the wave by wave collection of

information on periodic income flows from these same sources.3/

Beginning in the initial intexvieu, cpnducted in eaxly 1979, individuals
were asked an extensive set of questions abhout asset ounexship.
Questions about holdings in savings and c¢redit union accounts and
savings bonds were directed to all sample members. Then sample persons
in households with incomes in xoughly the lowexr 2/3 of the distxibution
(annualized household incomes of less than $24,000) uexe asked a summary
item about the ounexship of stocks, rentals or othexr types of bonds. 1If
they responded positively to the genexral gquestion, zrespondents uere
asked to specify in detail what particular types of additional assets
were owned. Membexrs of households in the uppexr 1/3 of the distrihution

(with annualized household incomes of $24,000 ox more) answered a much

more detailed set of questions ahout the remaining types of #financial
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assets and real estate othexr than ouner-occupied housing.

An introductory statement. designed to introduce the asset holdings
section and to encourage the reporting of savings or credit union
accounts and U.S. savings bonds was read to each zrespondent.
Respondents in upper income households were read an additional stafement

prior to administering the detailed items uhich they were to ansuer. L/

Answers to the holdings items were used to constzuctva‘holdings rostex
for each sample adult. As a result, up to 16 distinct types of asset
holdings are identifiahle on the level of the individual. At a latex
point in the intexvieu, ‘after the rewaining information on ‘income
sources was ohtained, and questions about income flows from earnings and
transfer income had been completed, respondents uwere asked a set of
questions about the amount of income received from each of the asset
types reported earlier. In general, separate éuestion sequences uere
employed for each distinct asset type. In the cése of savings and
credit union accounts, individuals uwho ueie unable to ansuwer +the itewms
on interest flouws were asked to provide a dollar amount foxr the balance

in their account(s).

In subsequent waves, infoxmation about each individual's income sources
and asset holdings was transcribed from a household control recoxrd onto
the questionnaire prioxr to intexview. Most types of asset holdings wexe
listed in a separate "asset roster™ located at the beginnning of the set
of items covering asset ounership. Each respondent was read the list of

holdings repoxrted for the sample person during the prior intexvieuw.
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This information was confirmed and continued ounexrship status
ascertained. Special prohes uwere introduced +to wuncover savings and
credit union accounts and savings bonds for those who had not reported
them in the prior interview and a final catch-all question was asked
about other assets, such as "bonds, stocks, rentals or any other assets
which bring in money", which the individuél may have owned during the
three-month referxrence peziod. This final item provided the opportunity
to report neuly acquired assets oxr additional holdings information which
had heen overlooked oxr withheld duxing the prior intervieu(s). The full
set of updated information was then used to ask about asset income flous
in the same manner as in the first interview. Again, nonresponse to
items on savings and credit union account interest amounts was follouwed

" by a question on account balances.

The update procedure was repeated for each uwave up through ana including
the fifth wave. In the fifth wave itself, asset value gquestions uexe
generally inserted at appropriate points in the sections dealing uwith
flouws from the asset in question, just as the item on savings account
balances had been incorporated in the earlier uwaves. Ohviously,
however, in the fifth wave respondents uwere aluays asked ahout income

amounts and asset values for each asset type covered. 5/

As noted, most values for financial assets and real assets other than
ouwner-occupied housing were collected in tandem with income flows from
these sources. In genexal the income flows from a given asset wexe

ot iained in thrxee packets ox hundles ... 1) flous stemming from a

particular category of asset owned individually, 2) flous associated
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with assets ouwned jointly with a spouse, and 3) flows from asset bundles
owned jointly with persons other than a spouse. In instances of joint
ocwnership by spouses, only the first spouse interviewed was asked to
provide information on the income amounts stemming from the jointly held
asset. For assets jointly held with other persons, additional items
generally permitted direct or indirect derivation of the sample pexson's
share of the flow from the jointly held asset. Asset wvalues in the
fifth wave werxe obtained wusing the same schema. Paralleling the
questioning approcach, fhe record for each adult in the initial data file
(the so-called "gquestionnaire image £file") carried a series of
complementary fields for income amounts and asset values corxresponding
to the asset bundles ouwned individually, ouned jointly with a spouse and

ouned jointly with othexr persons. 6/

Processing (Editing and imputation for missing values) 7~/

Editing.-— Over the course of the various processing steps uwhich moved
the file from a "guestionnaire image™ stage to the public .use woxKing
file, the detail at the bundle level was eliminated. In the case of
asset income, a single amount field was developed prior +to imputaticn
for each asset +type by the appropriate period of account (monthly or
guarterly depending on type o¢f asset). Consequently, the oxiginal
response pattern is not available in the public use file, nor is partial
nonresponse discernible. For example, the amount ¢arrxied fcx a given
individual for dividend income was dexived from the sum of the dividends
reported to have bheen received in a sample individual's own name, plus

172 the amount, 1if any, reported to have been received jointly with a
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spouse (the other half bheing assigned +to +the spouse) plus the
individual's share of any dividends reported in conjunction with "othezx"
jointly held stocks. Hot deck imputation was carried out subsegquent to
"~ this consolidation of information, asset hy asset, at the persons'
level, and assignments for "partial™ missingness were not made. Thus if
an individual reported receiving dividends in his oun name, jointly with
a spouse and jointly with someone else, but could only recall the amount
received from the stocks ownea in his own name, he was not considered
eligible fox imputation of amounts. The zresponse was treated as
"operationally” complete and is carried as such on the public use

working file.

The same general procedure was adcpted fqz the asset value information

with two important exceptions:

1. Jointly zreported amounts were not split between spcuses. The
joint amount was zetained in the reporting spouse's record and
the othexr spouse was assigned a "zero™ amount value for the
jointly owned bundle kefore adding up took place. R Jjoint
holdings flag foxr spouses was provided to indicate if joint
cwnexrship was repoxted, and if so, which spouse's record uwould
contain the amount, if zreported. {The user is cautioned,
however, that meaningful comparisons of spouses' holdings azre
formally precluded despite the presence of the joint holdings
flag hecause Jjointly held amounts can nct be separately

identified.)
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2. If ounership of more than one of the three person-level bun-
dles was reported and some, but not all, of the corxresponding
asset value fields were coded "don't knouw" ox refused", the
value for the entire summary field was coded as ."don't Knou"

or "refused"™.8/

Imputation Procedures.-- In contrast +to earnings and transfexr income
amounts, item nonresponse on asset income amounts and the value of asset
holdings was quite high [8:5-17]. The impact cof imputation on mean
asset holdings has been documented and was substantial . . . especially
"for +those financial categories--corporate stocks and the [asset] group
containing certificates of deposit . . . whexre income and age have the

most pronounced effect on size of holdings [8:29]".

Asset income and asset value fields with missing amounts uezg assigned
values by hot deck procedures [9:7-32 to 7-34, 10:17-29]. 9/ The Bureau
of the Census developed and implemented the appxoach employed for asset
income amounts while the Suxvey Research Labhoratcxy (SRL) of the
University of Illincis carried out the imputation work fcx the net woxth
items independently. The imputation schemes for both asset income and
asset values were frankly preliminary and designed to bxing the files to
a point where preliminary analyses could be conducted. The imputation
procedures uwere reasonably adequate by these standards, although they
wexre intended as the initial stage in developing "final™ procedures;
this process was interxupted and has not heen completed. Conseguently,

certain important limitations should be borne in mind:
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. The only strictly £financial classifier wused in eithex the

income oxr asset hot deck procedure for imputing amount wvalues
was a single nine level summary item on total household income
for the month prior to interview. The item was similar to
global income gquestions widely used in survey research in
which the rxespondent's ansuwer is formulated on the basis of
predetermined response categories presented on a caxd. Thus
the item was not built up from the detailed responses of each

household membex and is not the pzeferied measure [7:25-30].

With the exception of savings and c¢redit union account
bhalances, reported asset values for a given asset uwere not
used to assign a missing flow amount, nor were reported asset
flows used as hot deck classifiers when asset values uwere
missing. 10/ Furthermorxe, when both asset income amounts and
asset values uere missing, they uwexe imputed independently.
(As noted SRL began work on the asset imputation task hefozxe
the Bureau of the Census had carried out  the income

imputations, so the imputed income variables were not

available to SRL until the bulk of theix work was completed.)

Apart from household income in the month prior to the
interview, the only other variables used in asset value
imputations uwere age and sex [8:23-29, 10:A-7 +to A-12].
Educational attainment of the household reference pexrson uas

used as a proxy for household income if household income was

wmissing. The most generally employed age group classifiers
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were: < 25, 25-34, 35-u44, 45-54, 55-64 and 65 and over. Morxe
detailed breaks uwere never employed for the 65 and over age
group. 11/ Note also that =race was not incorporated in the
imputation scheme. Thus black sample members with missing
information on asset amounts axe likely to have frequently
been assigned values from white sample members of similar age

and inconme.

Given the existence of high 1levels of item nonresponse and the
substantial impact that imputation had on the natu;e of the ifinal
estimates, analysts are uwell advised to considexr carefully the limited
set of variables used in the imputations and the implications that the
imputation scheme might have for +their particular analyses. For
erample, our analysis focuses on the joint distribution of income and
wealth with particular attention to how the joint distribution varies by
age. Consegquently we are concerned ahout the problems that might azrise
because the assignment of missing asset amounts was not cooxdinated with
asset income flows. Also, while we feel that age detail within the age
65 and older group is analytically essential, uwe realize that the
imputation schema for assets did not take variation by age within the

broader age group directly into account.

Concern for the potential 1limitations imposed by the preimputation
processing and the imputation procedures per se 1led the inter-agency
group overseeing the production of the public use version cf the 1979

Research Panel to undexwrite the development of a special mini-file of
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so-called "gquestionnaire image"™ information for most financial assets
and real assets other than ouner-occupied housing (various interest-
bearing assets, stocks and mutual fund shares, rental and other real
property, and miscellaneocus assets). Asset value information on this
file is arranged essentially as it was collected. Most importantly, the
three basic asset bundles (self, joint with spouse, and 3joint with 3a
person othex than spouse) are identifiable by source at the person level
for both asset income £flouws and asset wvalues. Consequently, this
adjunct file, also in the public domain, could be used to directly
address and, if necessary, rectify some of the 1limitations in the
current version of the full fifth wave public use data set. Time and
resources permitting, we hope to use the mini-file to 1look into these
problems moxe carefully, and in the meantime, any conclusions we might
like to draw on the basis of our early analyses with the public use file

will be strongly tempered by our awareness of these limitations.

From the past to the future.-- Research by Ferber and his colleagues in

the 1960's showed that the basic souxce of overall bias in suxvey
estimates of asset values generally stems from failure to identify asset
ownership [3,4,5,6]. Failure to identify asset ownership was in +turn
traced to tuwo basic sources: 1) interviewed persons uho actually ocuned
assets of the type in guestion but did not report them in the survey,
and 2) the subset of eligible sample households who wexe not

interviewed, particularly when nonparticipation resulted from =zrefusals.

Ferber also found nonreporting to bhe somewhat highexr for assets such as

savings accounts that were owned solely by one individual as opposed to
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accounts ouwned 3Jjointly (as by spouses) [5:441], and, on the basis of
small methodological studies, established that the wuse of leading
questions {[4:72-73] and repeated gquestioning about asset ouwnership in a
panel contexrt had positi§e effects on ownership reporting [3:179, 212-

2131.

There are at least six aspects of the ISDP design which must be seen as
innovative in the 1light of such <zresearch findings but which have

received little attention by the broader community:

1. the distinct separation of gquestion sequences ahout asset

ownership from items about asset income and asset values;

2. separation of asset holdings into bhundles at the person's
level;

3. the colleqtion of ownership information in a multi-wave panel
context;

4. the use of leading statements to introduce critical asset
gquestions;

5. Census Bureau sponsorship of the data collection as part of an
ocngoing Burxeau activity; and

6. the integration of asset income and asset value measurenment.

The separation of items on asset ownership from those on asset income
flows and asset valuation facilitates focusing on developing repcrts of
asset ownexship. The collection of information about a given asset in

te.ms of hundles held in the sample individual's oun name and held

jointly with others may contribute toc a lessening of the tendency for
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individually owned assets to be differentially underreported. Repeated
questioning about asset ounexrship as an integral paxt of the psanel
design might be expected to have bheneficial effects on nonrepocrting as
well. Collection of the asset data as a routine and éngoing activity of
the Bureau of the Census 1is very 1likely +to zresult in much lower
noninterview zrates than c¢ould genexally bhke obhtained hy othexr survey
oxganizations. Finally, the availability of information on asset income
flous could prove to bhe highly useful in dealing with item nonxesponse
on asset value guestions and in assessing the basic reasonableness oif

reported asset values.

With the exception of the use of leading questions, the 1983 Surxvey of
Income and Program Participation (SIPP) zxetains and strxengthens the
innovative features of the ISDP asset measurement approach and
incorporates additional motivational techniques designed +to marxkedly
reduce the extent of item nonresponse for asset income amounts and asset
values. 0f course, as is the case with the 1979 ISDP panel, processing
and imputation procedures must take these innovative features into
account if the data are to make theixr way +to governmént and private

sector users in a reasonably adequate forxm.
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APPENDIX FOOTINOTES

of the discussion presented here is based on the following
sources:

Cavanaugh, R. T™Description of the 1979 ISDP Wave 1 Reformat
System™. Memorandum +to +the Record. U.5. Bureau of the
Census, Demographic Surveys Division: MWashington, BD.C.,
Septembexr 1981.

Cavanaugh, R. "Differences Betueen the Wave 1 and Waves 2-3
1979 ISDP Core Data Imputation System™. Memorandum to the
Recorxd. U.S. Bureau of the Census, Demographic Surxveys
Division: Washington, D.C., September 1981.

Ferber, R. The QReliability of Consumex Reports gof Financial
Assets and Debts. Studies in Consumer Savings, No. 6. Urbana:
Bureau of Economic and Business Research, Univerxsity of
Ilinois, 1966.

Ferker, R., and M. Frankel. "The Collection, Measurement, and
Evaluation of Savings Account Reports," Suxvey Research
Lahoratory, University of 1Illinois, 1978. (a report made
pursuant to contract HEW-100-77-0112).

Fexrber, R., J. Forsythe, H. Guthrie and E. Maynes.
"Validation of a National Survey of Consumer Financial
Characteristics: Savings Accounts.”™ The Revieuw of Economics
and Statistics, 51:4:436-444 (Novembhexr, 1969).

Ferber, R.., J. Foxsythe, B. Guthrxie and E. Maynes.
"Validaticn of Consumexr Financial Characteristics: Common
Stock." Journal of *he American Statistical Asscociation,
64:326:415-425 (June, 1969).

Mathematica Policy Reseaxch. Survey of Income and Proaqram
Participation 1978 Panel Data Analysis. "Interview Completion
Time and Househcld Income Screener.™ a report submitted under
contract HEW-100-79-0118. September, 1980.

Pearl, R., M. Frankel and R. Williams. "The Effects of Missing
Information on the Reliability of Net Woxrth Data fxrom the 1979
ISDP Research Panel." Survey Research Lahoxatory, University
of Illinois: Urbana, 1982.
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[9] Reseaxch Triangle Institute. ISpP Research Panel
Documentation. Research Triangle Institute: Research Triangle
Paxk, 1982.

[10] Williams, R., M. Ewing and K. Woodrow. "The Consoclidated Net
Worth Analysis File: Description and Glossary." Suxvey
Research Laboratory, University of Illincis: Uxbana, 1982.

Unfortunately only a minority of these sources axe generally
availahle. The second author also zrelied a goocd deal on his
personal Knouwledge of the 1ISDP data collection process and on
contacts with former members of the ISDP staff. However, this
discussion is at hest informal and no pretense is made that it is
in any uway complete.

The formal reference date for the valuation of net worth components
obtained in these interviews was fired as December 31, 1979. With
the exception of home and vehicle eguity, the abbreviated set of
asset information c¢ollected in +the second wave will not bhe
discussed.

R complete description of procedures would be moxe complicated than
presented here because of experimental procedures which involved
asset ownership and asset income flows for some subsamples. The
description given hexe applies most specifically to the 273 of the
sample intexviewed with the perxsons' oriented gquestionnaixe and the
subset of that group in the 3-month asset income recall treatment.
Update procedures uere the same for the entire sample. Houever 1/2
of the sample was only asked about asset income flouws every second
interview (the 6-month xecall group). For more details on the
varicus experimental treatments employed in the 1979 panel see [9].

Ounexship of farm and nonfarm businesses was determined in
conjunction with developing information on earned inconme. Asset
values for ounex-operated businesses were collected in wave five as
part of the usual sequence of gquestions on income flous from such
businesses and will not ke discussed.
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The first introductory statement was as follous:

Many people txy to save for their later years
for some special purpose or just forx
emergencies.

The statement was immediately followed by the item on savings and
cxedit union account ownership.

The second statement, read to the "upper income™ respondents only

.was:

Apart from savings accounts and U.S. savings
bonds, people with a little moxe money often
make investments 1in othexr Kinds of assets.
During this period did ... own oxr hold any of
the following:

The statement was fcllowed by a set of 16 additional questions
about various types of asset holdings.

Income £flous from royalties, annuities and paid-up life insurxance
and estates and trusts uexe also collected. However, values for
these assets were not obtained.

Repcxrting of multiple bundles at the persons' level was not
uncommon. For example, among sample persons in wave 1 with Jjoint
savings or c¢redit union accounts perhaps 30 percent uwere reported
to have accounts in their ouwn names oxr other shared accounts in
addition to those held jointly with a spouse.

Processing of the income information was carried out by the Bureau
of the Census. For the most part, net worth information was edited
and imputed by personnel of the Survey Research Laboratoxry (SRL) of
the University of Illinois (see [8, 10]). A fully imputed set of

‘income data was not availahle from the Bureau of the Census when

SRL staff did their editing and imputation wcxk on assets and
debts.

Evidently, "partial missingness"™ was dquite rare for asset value
items (personal communication, Richard Williams, 10/12/83), so
little useful information was lost by this procedure.

The readexr will note that +this discussion focuses entirely con
imputation of asset values and asset income amcunts. This 1is
hecause the incidence of item nonresponse to asset ounership
questions was nil.
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Additional information on annual income flows from financial
assets, real property and cunex-operated bhusinesses, ohtained in
wave six, offered yet another source of considerxrable potential for
the imputation of asset values. 1Indeed, its collection was in part
justified foxr this purpose. However, due to severe operatiocnal
constraints, it could not he used.

Because of the relatively small sample sizes involved and the high
levels of item nonresponse, incorporation of more age detail may
not have been practical. This is not to say that it would not have
been highly desirable to do so under more favorable circumstances
or, that if it were possible to do so, that the estimates wight not
be affected considerably. )





