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I, INTRODUCTION 

The Survey o f  Income and Program P a r t i c i p a t i o n  (SIPP) i s  one o f  t h e  few 

household surveys t h a t  p rov ide  data on t h e  d i s t r i b u t i o n  o f  n e t  worth./ This 

study describes SIPP as a source o f  data on net  worth and presents models 

based on S I P P  t h a t  i d e n t i f y  t h e  f a c t o r s  t h a t  are associated w i t h  ne t  worth. 

I n  a s t r u c t u r a l  o r  causal sense, ne t  worth i s  a f u n c t i o n  o f  inher i tance,  

past l e v e l s  of disposable income, t h e  propensi ty  t o  save, and t h e  r e t u r n  on 

investments. These f a c t o r s  are  d i f f i c u l t  o r  impossible t o  measure i n  a house- 

ho ld  survey, so no attempt i s  made t o  present a s t r u c t u r a l  model t h a t  would 

est imate causal re1 a t i o n s h i  ps. 

I n  a recent  Census Bureau repor t ,  we used t h e  Sf PP asset and l i a b i l i t y  

module t o  analyze and descr ibe t h e  c h a r a c t e r i s t i c s  o f  household weal th hold ings 

i n  t h e  U.S. [Bureau o f  t h e  Census, 19861. The repor t  presented a d e s c r i p t i v e  

ana lys is  o f  asset ownership and wealth hold ings based on tabu la t i ons  f o r  

var ious subgroups o f  t h e  populat ion, The purpose o f  t h i s  paper i s  t o  f u r t h e r  

L1surveys cove r i  ng household assets and 1 i abi  1 i t i e s  have been c o l  1 ec ted -- 
i n f requen t l y  and based on r e l a t i v e l y  small samples. For example, two major 

wealth surveys are  t h e  Survey o f  F inanc ia l  Charac te r i s t i cs  o f  Consumers (SFCC) 

conducted i n  1962 and 1963, which canvassed 2,557 households, and t h e  1983 

Survey o f  Consumer Finances which covered 3,824 households. For a d e s c r i p t i o n  

of these surveys, see P r o j e c t o r  and Weiss, 1966, and Avery, et.  al., 1984. 



2 

analyze the  fac tors  co r re la ted  w i  t 9  wealth hold ings by us ing  a  m u l t i v a r i a t e  

regression model. I n  o rder  t o  est imate the  nodel , data from o the r  S I P P  

supplements were matched t o  the  weal th in fo rmat ion .  A d e s c r i p t i o n  of  t he  

S I P P  data se t  i s  presented i n  t he  next  sect ion.  A model i s  developed i n  

the  t h i r d  sect ion,  and the  empi r ica l  r e s u l t s  are presented i n  t h e  f i n a l  

sect ion.  

11. THE DATA SET 

S I P P  i s  a  panel survey i n  which approximately 20,000 households are 

i n t e r v i e ~ e d  every f o u r  months f o r  a  pe r iod  o f  two and one-half  years. A t  
* I 

each i n te rv iew ,  bas ic  i n fo rma t ion  on l aho r  f o rce  p a r t i c i p a t i o n ,  income, and 

p a r t i c i p a t i o n  i n  government programs i s  obta ined f o r  each a d u l t  f o r  each o f  

1 
t he  previous f o u r  months. Changes i n  household composit ion a lso  are  i d e n t i f i e d  I 
on a  monthly basis.  This survey design a l lows S I P P  t o  p rov ide  subannual as 

we l l  as annual income est imates,  and makes i t  poss ib le  t o  ad jus t  annual 
I 

household income est imates f o r  changes i n  household composit ion du r ing  t h e  

year. Besides t h e  core quest ions, supplements o b t a i n  i n fo rma t ion  on t o p i c s  

I 
of spec ia l  i n t e r e s t .  De ta i l ed  i tems concerning ownership and amounts o f  I 
assets and l i a b i l i t i e s  were asked i n  t h e  f o u r t h  wave o f  in te rv iews,  conducted 

from September through December, 1984. 

It was a n t i c i p a t e d  t h a t  several design fea tures  o f  S I P P  would have a  p o s i t i v e  ! 
e f f e c t  on the  measurement o f  weal th [Lamas and McNeil, 1984). Perhaps t h e  

most important  f ea tu re  i s  t h e  panel design o f  t h e  survey. There i s  evidence 
I 

t o  suggest t h a t  repeated i n te rv iews  increases the  re1 i abi 1  i t y  o f  t he  r e p o r t i n g  

o f  f i n a n c i a l  data [Ferber and Frankel , 1981). The panel design a1 lows asset 

I 
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ownership in fo rmat ion  t o  be c o l l e c t e d  du r ing  each i n te rv iew ,  thereby i nc reas ing  

t h e  p r o b a b i l i t y  t h a t  t h e  asset r o s t e r  i s  c o r r e c t  by t h e  t ime quest ions about asset 

values are  asked i n  the  f o u r t h  wave. Other design fea tures  o f  t h e  survey i n c l u d e  

t h e  separat ion of asset ownership quest ions from asset amount quest ions and a  

c a l l  -back procedure t h a t  a1 lows i n te rv iewers  t o  telephone back f o r  miss ing  

information. 

Asset coverage i n  S I P P  i s  f a i r l y  comprehensive. The assets covered i n  

t h e  S I P P  weal th module i nc lude  : ( a )  depos i ts  i n  f i n a n c i a l  i n s t i t u t i o n s ,  

i n c l u d i n g  passbook savings accounts, money market deposi t  accounts, c e r t i f i c a t e s  

of deposi ts ,  and i n te res t -ea rn ing  checking accounts; (b )  o t h e r  i n te res t -ea rn ing  

assets, such as money market funds, U.S. Government s e c u r i t i e s ,  munic ipal  o r  

corporate and U.S. Savings Bonds; ( c )  s tocks and mutual fund shares; (d )  

r e n t a l  proper ty ;  (e )  mortgages he ld  by home s e l l e r s ;  ( f )  e q u i t i e s  i n  own 

home, second homes, and o the r  r e a l  es ta te ;  (g )  equ i t y  i n  own businesses 

( i n c l u d i n g  farms); ( h )  motor veh ic les ;  ( i  ) r egu la r  checking accounts; (j) I R A  

and KEOGH accounts; and ( k )  o the r  f i n a n c i a l  assets. On t h e  l i a b i l i t y  s ide,  

quest ions were asked about c r e d i t  card  and s t o r e  b i l l s ,  bank loans, and 

o t h e r  unsecured debts. 

The major weal th i tems not  covered i n  SIPP are consumer durables (o the r  

than homes and motor veh i c les ) ,  e q u i t i e s  i n  pension plans, and t h e  cash 

surrender value o f  1  i f e  insurance. These i tems were not  covered because i t  

i s  p a r t i c u l a r l y  d i f f i c u l t  t o  o b t a i n  r e l i a b l e  est imates of  t h e  value of these 

assets i n  a  household survey; i n d i v i d u a l s  do no t  have t h i s  i n fo rma t ion  e a s i l y  

accessible. 



I n  t h i s  s tudy ,  wea l th  i s  based on t h e  e q u i t y  va lue o f  marketab le  assets .  

Net wor th  i s  d e f j n e d  as t h e  va lue o f  a l l  assets covered i n  SIPP l e s s  any 

debts ( e i t h e r  unsecured o r  secured by t h e  assets). '  The es t ima tes  i n  

t h ' s  paper a re  presented on a  household bas is .  The es t imates  were ob ta i ned  

by adding t oge the r  t h e  ho ld i ngs  o f  t h e  a d u l t  members o f  t h e  household. 

A major  advantage o f  SIPP i s  t h a t  i t  i s  comprehensive i n  t h e  b read th  

o f  i n f o rma t i on  c o l l e c t e d  from each household. Data c o l l e c t e d  i n  o t h e r  modules 

of t h e  survey a re  impo r tan t  i n  t h e  ana l ys i s  o f  wea l th  ho ld i ngs .  For example, 

t o t a l  l i f e t i m e  work exper ience, and h e a l t h  s t a t u s  a re  impo r tan t  i n  understanding 

asset and 1  ab i  1  i t y  accumul a t i ons .  I n fo rma t i on  f rom severa l  rnodul es a r e  

used i n  t h i s  study. These i n c l u d e  modules on: 

( a )  work h i s t o r y  (years o f  work exper ience, l i f e t i m e  work i n t e r r u p t i o n s ,  

u s u a l l y  worked f u l l - t i m e  o r  par t - t ime,  occupat iona l  t e n u r e ) ;  

( b )  educa t ion  h i s t o r y  ( h i ghes t  degree obta ined,  y e a r  degree earned, f i e l d  

o f  s t udy )  ; 

( c )  d i s a b i  1  i t y  and h e a l t h  s t a t u s  (work d i s a b i l i t y ,  f u n c t i o n a l  1  i m i t a t i o n s ,  

perce ived  h e a l t h  s ta tus ,  h e a l t h  and 1  i f e  insurance  coverage) ; 

 he survey covers t h e  c i v i  1  i a n  n o n i n s t i  t u t i o n a l  p o p u l a t i o n  o f  t h e  Un i t ed  States 

and members o f  t h e  Armed Forces l i v i n g  o f f  pos t  o r  w i t h  t h e i r  f a m i l i e s  on post.  

"Group qua r te r s "  a r e  excluded f rom t h e  r e s u l t s  shown i n  t h i s  paper. Group 

qua r te r s  i n c l u d e  u n i t s  which c o n s i s t  o f  u n r e l a t e d  i n d i v i d u a l s  l i v i n g  t o g e t h e r  i n  

qua r te r s  t h a t  may have separate rooms b u t  share common f a c i l i t i e s  such as 

d i n i n g  hal.1 s. I n d i v i d u a l s  i n  group qua r te r s  would n o t  normal l y  share f i n a n c i a l  

resources. 
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( d )  pens ion p l  an coverage and r e t i  rement expec ta t i ons  (pens ion  p l a n  

coverage, ves ted  r i g h t s ,  age a t  which expect  t o  r e t i r e ,  s o c i a l  

s e c u r i t y  coverage) ; and 

( e )  c h a r a c t e r i s t i c s  o f  j o b  f rom which r e t i r e d  ( r e t i r e d  from j ob ,  y e a r  

r e t i  red,  number o f  yea rs  worked, amount o f  pens ion ). 

The f i r s t  t h r e e  modules were c o l l e c t e d  i n  t h e  t h i r d  wave o f  i n t e r v i e w s ,  w h i l e  

t h e  l a t t e r  two vJere c o l l e c t e d  i n  t h e  f o u r t h  wave. To c r e a t e  t h e  da ta  s e t  f o r  

t h i s  s tudy,  t h e  t h i r d  wave i n f o r m a t i o n  f o r  t h e  householder was matched t o  

t h e  f o u r t h  wave data.  For  marr ied-couple  households, t h i r d  wave i n f o r m a t i o n  

f o r  t h e  spouse o f  t h e  householder was a l s o  matched t o  t h e  f o u r t h  wave data.  

Th is  da ta  s e t  I s  un ique i n  t h a t  o t h e r  household surveys which concen t ra te  

on wea l t h  h o l d i n g s  do n o t  c o l l e c t  such d e t a i l e d  i n f o r m a t i o n  on o t h e r  s u b j e c t  

areas. 

3 ~ n d e r  t h e  S I P P  survey procedures,  t h e  f i r s t  person l i s t e d  i n  whose name t h e  

home i s  owned o r  r e n t e d  i s  des igna ted  as t h e  householder ( o r  re fe rence  person).  

If t h e  house i s  owned o r  r e n t e d  j o i n t l y  by a m a r r i e d  couple,  e i t h e r  t h e  husband 

o r  t h e  w i f e  may be l i s t e d  f i r s t ,  the reby  becoming t h e  householder.  One person 

p e r  household i s  des igna ted  as t h e  householder. 



111 THE MCDE? 

We3lth hold'ngs a re  determined by ' n t t i a l  o r  i n h e r i t e d  weal th  (Wo) and 

savings, compounded accord ing  t o  t h e  types  o f  assets he ld  and t h e  l e n g t h  o f  

t ime  h e l d  [Blau and Graham, 19851. Wealth ho ld ings  a t  t ime  t (Wt) can be 

expressed as 
t 

wt= ~ ~ ( l + r ) ~  = C ~ ~ ( l + r ) ~ - '  
i =l  

where ' 

Wo i s  i n i t i a l  wea l th  ho ld ings ,  r i s  an average r a t e  o f  r e t u r n  on investments  

and S ;  i s  savings i n  p e r i o d  i. The models presented i n  t h i s  s e c t i o n  examine 

t h e  r e l a t i o n  o f  demograph'c and economic c h a r a c t e r i s t i c s  o f  households t o  

c u r r e n t  weal th  ho ld ings .  The models a re  n o t  s t r u c t u r a l  models which es t imate  

causual re1 a t i ons ,  b u t  r a t h e r  can be cons idered reduced fo rm models measuring 

t h e  c o r r e l a t i o n  of  exogenous v a r i a b l e s  t o  endogenous va r i ab les .  The mode1 s  

c o n t r o l  f o r  va r ious  f a c t o r s  and a re  es t imated  f o r  va r ious  types  of  households. 

I n  t h i s  way, t h e  ~ n a r g i n d l  c o r r e l a t i o n  between household wea l th  ho ld i ngs  and 

va r i ous  independent v a r i a b l e s  can be est imated,  h o l d i n g  a  se t  o f  c o n t r o l  

f a c t o r s  constant.  

Three types  o f  asset  ho ld i ngs  a re  examined i n c l u d i n g :  ( a )  t o t a l  n e t  

wor th  o r  t h e  va lue  o f  a l l  asse ts  minus a l l  l i a b i l i t i e s ;  ( b )  f i n a n c i a l  asse ts  

d e f i n e d  as t o t a l  n e t  wor th  minus home e q u i t y  and e q u i t y  i n  veh i c l es ;  ( c )  l i q u i d  

f i n a n c i a l  assets  which i nc l udes  check ing accounts, i n t e r e s t  ea rn ing  assets  

a t  f i n a n c i a l  i n s t i t u t i o n s 4 ,  sav ings bonds, I R A  o r  KEOGH accounts, and s tocks  

and mutual fund  shares. 

- - - - - - - 

4 ~ h e s e  i n c l u d e  sav i  ngs accounts, money market funds, government s e c u r i t i e s ,  

co rpo ra te  bonds and o t h e r  i n t e r e s t  ea rn ing  assets.  



I 7 

I The models regress household weal th on cu r ren t  household income, fac to rs  

re1 ated t o  past income a n d  savings streams (work h i s t o r y ,  educat ional  

I attainment,  and h e a l t h  s t a t u s ) ,  demographic var iab les  (age, race, Spanish- 

o r i g i n ,  number o f  c h i l d r e n )  , f a c t o r s  r e l a t e d  t o  savings f o r  precaut ionary 

1 needs (1 i f e  and h e a l t h  insurance coverage), and c h a r a c t e r i s t i c s  r e l a t e d  t o  

I r e t i  rement savings motives (expected r e t i  rement age, pension p lan  coverage, 

soci  a1 s e c u r i t y  coverage). The regressions M e r e  est imated separate ly  f o r  

I marr ied c o t ~ p l e  households and f o r  o t h e r  types o f  households. The va r iab les  

inc luded i n  t h e  model and t h e i r  expected re1 a t ionsh ips  are described below. 

I Household income i s  expected t o  be p o s i t i v e l y  c o r r e l a t e d  w i t h  weal th 

I holdings. Households w i t h  h igher  income have greater  resources a v a i l a b l e  f o r  

savings and asset accumulation. Resul ts  i n  t a b l e  1 show t h a t  households w i t h  

I h igher  incone have s i g n i f i c a n t l y  h igher  net  worth, Median net  worth increases 

from $5,080 f o r  t h e  lowest  income group t o  $123,470 f o r  t h e  h ighes t  income category. 

1 To avoid t h e  problem o f  assets generat ing income, nonproperty income i s  used i n 

I 
t h e  regressions. 

I n  a d d i t i o n  t o  c u r r e n t  income, weal th hold ings are r e l a t e d  t o  past  income 

I s t  reams and permanent income. Several c h a r a c t e r i s t i c s  such as 1  i fet ime work 

experience, educat ional  h i s t o r y  and h e a l t h  s ta tus ,  a re  r e l a t e d  t o  past '  income 

I l e v e l s  and the  household's permanent income. Due t o  a  l ack  o f  o t h e r  in fo rmat ion ,  

I 
ana lys ts  have o f t e n  used several  p rox ies  f o r  work experience, such as age minus 

educat ion minus s i x .  SIPP, however, c o l l e c t e d  several aspects of  work 

I experience more d i r e c t l y .  This i n fo rma t ion  inc ludes:  ( a )  year  f i r s t  worked 6 

s t r a i g h t  months o r  longer ;  (b )  number o f  years person worked 6 months o r  

I longer;  ( c )  whether u s u a l l y  worked f u l l - t i m e  o r  par t - t ime;  and, ( d )  per iods s ince  

1 
age 21 when person d i d  n o t  work f o r  6 months o r  longer  and reason f o r  no t  working. 

L i f e t ime  work experience va r iab les  f o r  t h e  householder and spouse are  inc luded 

i i n  t he  model. 

I 



Table  1. Net Worth by Month ly  tbuseho ld  Income, 1984 

Number o f  
Month ly  t-busehol d t-busehol ds Median Mean 

Income (thous.) Net Worth Net Worth 

Total............. 1 86,790 $ 32,677 $ 78,734 

Less t h a n  $900.. .. 23,297 5,080 29,659 
$900 t o  $1,999. .. . 1 26,199 24,647 52,719 
$2,000 t o  $3,999.. 27,173 46,744 80,074 
$4,000 and over.. . 1 10,720 123,474 242,055 

Source: U.S. Bureau o f  t h e  Census, 1986. 
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Education h i s t o r y  i s  a lso  expected t o  be p o s i t i v e l y  r e l a t e d  t o  permanent 

income. I n  a d d i t i o n  t o  t h e  number o f  years o f  school ing completed, S I P P  

c o l l  ec t s  i n fo rma t ion  on h ighes t  degree obtained, year  degree was o b t a i  ned , 

and f i e l d  o f  study. 

Physical  o r  mental cond i t i ons  which l i m i t  t he  type o r  amount of work the  

i nd i v id t l a?  can perform can have a  negat ive e f f e c t  on income streams. I n  

add i t i on ,  persons w i t h  h e a l t h  l i m i t a t i o n s  may have h ighe r  ou t  of  pocket expenses 

f o r  medical care. To c o n t r o l  f o r  these fac to rs ,  i n fo rma t ion  c o l l e c t e d  i n  SIPP 

i s  used, i n c l u d i n g  perceived h e a l t h  s ta tus  (excel l e n t ,  very good, f a i r ,  poor),  

work d i s a b l i t y  s ta tus  ( h e a l t h  o r  c o n d i t i o n  t h a t  l i m i t s  t h e  k i n d  o r  amount o f  

work performed a t  a  j o b  o r  business),  and func t i ona l  impairment s ta tus  ( t he  

a b i l i t y  t o  psrforrn d set  o f  phys ica l  a c t i v i t i e s  i n c l u d i n g  seeing, hear ing,  

walk ing o r  g e t t i n g  around). 

Demographic c h a r a c t e r i s t i c s  are inc luded i n  t h e  model t o  c o n t r o l  f o r  

d i f fe rences i n  p ropens i ty  t o  save and demand f o r  d i f f e r e n t  asset types. Age 

o f  t h e  householder i s  expected t o  be c o r r e l a t e d  w i t h  ne t  worth s ince i nc reas ing  

age prov ides a  g rea te r  oppor tun i t y  f o r  asset accumulation. I n  add i t i on ,  t h e  

l i f e c y c l e  hypothesis o f  savings suggests t h a t  asset ho ld ings  increase du r ing  

work 1 i f e  and dec l i ne  a f t e r  re t i rement  [Modig l fani  and Ando, 19633. Table 2 

shows t h a t  median net  worth increased f rom $5,760 f o r  t h e  youngest householders 

t o  $73,660 f o r  householders 55 t o  64 years o l d  and then dec l ined t o  $55,180 

f o r  t h e  o l d e s t  age group. Other demgraphic c h a r a c t e r i s t i c s  i nc luded  are  race 

and Spanish o r i g i n ,  and f o r  unmarried householders, t h e  m a r i t a l  s ta tus  and sex 

o f  t h e  householder. For younger households, t h e  number o f  c h i l d r e n  i s  inc luded 

i n  t h e  model. Studies have found t h a t  savings tend t o  d e c l i n e  w i t h  t h e  number 

o f  c h i l d r e n  present,  b u t  increase w i t h  t h e  number of  c h i l d r e n  who have l e f t  

t h e  household [Bl inder ,  Gordon and Wise, 19831. 



Table  2. Net  Worth by Age o f  t h e  Householder, 1984 

Source: U.S. Bureau o f  t h e  Census, 1986. 

Mean 
Net Worth 

Median 
Net Worth 

Age o f  
Householder 

Number o f  
households 

( thous.)  

Less t h a n  35 years.. 
35 t o  44 years...... 
45 t o  54 years...... 
55 t o  64 years....., 
65 and over......... 

65 t o  69 years.. . . 
70 t o  74 years.. . . 
75 and o v e r  ....... 

25,730 $ 5,764 $ 22,703 
17,393 35,551 69,480 
12,596 56,791 115,263 
12,920 73,664 130,498 
18,151 60,266 104,851 

5,668 66,621 125,420 
5,014 60,573 103,435 
7,468 55,178 90,189 
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Ret'rement decis ions a1 so a f f e c t  savings and wealth. E a r l i e r  re t i r emen t  

and longer l i f e  expectancy increase the  need f o r  asset accumulation d u r i n g  

work l i f e  i n  o rde r  t o  p rov ide  f o r  consumption a f t e r  ret i rement .  However, t h e  

a v a i l a b i l  i t y  o f  Socia l  Secu r i t y  and o the r  pension p lans tend t o  reduce t h e  need 

f o r  p r i v a t e  accumulation and may encourage e a r l i e r  re t i rement  [Mod ig l ian i  , 

1986 3. To c o n t r o l  f o r  re t i rement  expectat ions,  t he  expected age o f  re t i rement  

i s  used. I n  add i t i on ,  S I P P  c o l l e c t s  in fo rmat ion  on whether a pension p l a n  

was provided f o r  any employee t9rough an employer o r  union, whether t h e  person 

was covered by t h e  p lan  and, i f  covered, whether t h e  person had vested r i g h t s  

i n  t he  plan. To examine t h e  e f f e c t  o f  Social  Secur i ty  coverage, a v a r i a b l e  

i s  inc luded whether t h e  householder expects t o  rece ive  bene f i t s  from t h e i r  

own work experience. 

F i n a l l y ,  u n c e r t a i n t i e s  i n  l i f e  expectancy and i n  major medical expenses 

increase the  need of  savings f o r  precaut ionary reasons. These u n c e r t a i n t i e s  

tend to increase weal th ho ld ings  and reduce decumulation of assets a f t e r  

re t i rement  [Davies, 19811. However, 1 i fe and hea l th  insurance can cover  

f o r  some unexpected needs. Insurance coverage can reduce r i s k  and reduce 

t h e  need f o r  weal th accumulation. SIPP c o l l e c t s  i n fo rma t ion  on whether 

i n d i v i d u a l s  a re  covered by l i f e  insurance and t h e  face value of t h e  p o l i c y ,  

as we l l  as whether t h e  householder and f a m i l y  have a p r i v a t e  h e a l t h  insurance 

coverage, e i t h e r  a government o r  p r i v a t e  h e a l t h  insurance. 
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I V. EMPIRICAL RESULTS 

The models presented i n  t h i s  s e c t i o n  regress  household n e t  wor th ,  f i n a n c i a l  

ho l d i ngs ,  and l i q u i d  assets  on t h e  dernographfc and economic c h a r a c t e r i s t i c s  

o f  households d iscussed above. Net wor th  and asse t  ho ld i ngs  a r e  concen t ra ted  

towards t h e  lower  end and have a log-normal d i s t r i b u t i o n .  As a r e s u l t ,  a 

l o g  l i n e a r  form was chosen 

+ 2 b j  WEXPj + bk RETk +Z b1 OTHl + e 
j k 1 

where 

NW i s  household ne t  worth,  NPINC i s  month ly  household nonproper ty  income, 

DEMO a re  va r i ous  de~noyrdpi l ic  c h a r a c t e r i s t i c s  o f  t h e  householder,  WEXP a r e  

l i f e t i m e  work exper ience v a r i a b l e s ,  RET a re  pens ion p l a n  c h a r a c t e r i s t i c s ,  and 

OTH a re  o t h e r  v a r i a b l e s  c o n t r o l l e d  f o r  i n  t h e  model. S i m i l a r  models were 

es t ima ted  f o r  f i n a n c i a l  asse ts  and l i q u i d  assets.  

The regress ions  were es t imated  sepa ra te l y  f o r  marr ied-couple  household 

(which i nc l udes  v a r i a b l e s  r e l a t e d  t o  t h e  spouse) and f o r  o t h e r  households 

w i t h  unmarr ied householders. I n  a d d i t i o n ,  s i n c e  some v a r i a b l e s  r e l a t e  t o  

l a b o r  f o r c e  c h a r a c t e r i s t i c s  and some t o  r e t i r e m e n t  p lans ,  t h e  u n i v e r s e  'was 

f u r t a e r  d e f i n e d  f o r  r e l e v a n t  age groups. The reg ress i ons  were es t ima ted  f o r  

householders 2 1  t o  64 yea rs  o l d ,  t h e  u n i v e r s e  asked t h e  work exper ience  and 

pens ion p l a n  coverage ques t ions  i n  SIPP, and f o r  householders  65 and over .  

The mean va lue  o f  t h e  v a r i a b l e s  a r e  shown i n  Table 3. Marr ied-couple  

households had g r e a t e r  f i n a n c i a l  resources t h a n  o t h e r  households. For  example, 

marr ied-couple  households had a mean n e t  wor th  o f  $102,032 compared t o  

$46,962 f o r  o t h e r  households, and had l i q u i d  asse ts  o f  822,564 compared t o  



Tab le  3. fiedn Value o f  Regress ion  V a r i a o l e s  

I Har r lea -Coup le  Households I O ther  Households 

Householder 
Householder 65 and 

T o t a l  2 1  t o  64 o v e r  

I 
1 46,962. 37,445. 1 12.166. 

V a r i a b l e s  i Householder  
H0uSeh0l d e r  65 and 

T o t q l  2 1  t o  64 over  

Dependent V a r i a b l e s  I I 
N e t  YOrtn .....................I 102.032. 1 94.372. 

I 
( 146,563. 

................. L i q u r d  Asse ts  1 22.564. 1 17.018. 1 53.151. 

............. NOn P r o p e r t y  Income ( 2.698. 1 1.918. 1 1.565. 

Oemograpnlc Characteristics 
Age ........................... 1 46.5 / 41.9 1 72.1 

O t h e r  ......................... 1 .02 1 .03 I .O 1 

Years o f  eauca t ton  
~ o u s e n o l a e r  ................. 1 12.60 / 13.00 I 10.49 1 12.02 / 12.86 1 9.97 

Spouse ...................... I 
H e t r o p o l l t a n  Area 

~ e s s  t n a n  1,000,000 ......... I 
G r e a t e r  t h a n  1,000.000 ...... I 

Labor  F o r c e  V a r i a o l e s  
Householder  ............... Sel f -emp loyed  

Years o f  York Experience.... I 
U s u a l l y  Y o r k t d  FUII-ttme ....\ 

.... Number o f  I n t e r r u p t i o n s .  

Spouse I 
Sel f -employed ................. I 

....... Years o t  u o r k  Exper ience  I 
U s u a l l y  Worked Full-t ime.... .. I 
Number o f  I n t e r r u p t i o n s . .  .... . I  

I 



Tdole 3. Hedn Value o f  Reyress ion  V a r l d o l e s  (Cont.)  I 
I Marr ied-Coup1 e Households I Other  Households 

V a r i a b l e s  

Pension Plans 
Covered by P l a n  ................ 

Householder 
T o t a l  21 t o  6 4  

Householder Householde 
6 5  and Householder 6 5  and 

over  T o t a l  2 t  y o  64 o v e r  

.......... Vested R i g h t s  i n  P l a n  1 .34 I .22 

Expect  S o c i a l  Security 
bcneflts........... .......... I 1x1 I .32 

Years Retired.................. I 4 . 1 1  I 2.94 

............... Retired......... I 
n e a l t n  C n a r a c t e r l s t i c s  

Housenolder  
H e a l t h  (Very  Good o r  

I 
............... E x c e l  1 e n t  1.. 

work Disability.. ............ I 
I ....... Functional Limitation. 1 

Severe F u n c t i o n a l  L i m i t a t i o n .  1 
Spouse 

w o r t  O i s a b i  l i t y . .  ............ I 
F u n c t i o n a l  Limitation........ 1 
Severe F u n c t i o n a l  Limitation. I 

H e a l t h  I n s u r a n c e  Coverrge........ I 
L i f e  Insurance  ~overrge.......... I 

I 
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$14,701 f o r  o t h e r  households. Married-couple households had a  mean monthly 

household nonproperty i nco~ne o f  $2,698, whi 1  e  o the r  households had such income 

o f  $1,365. There were a1 so s i g n i f i c a n t  d i f ferences i n  demographic c h a r a c t e r i s t i c s .  

For example, marr ied-couple households had fewer Black householders. 

The regress ion  r e s u l t s  are shown i n  Tables 4 ,  5 and 6  f o r  n e t  worth, 

f i n a n c i a l  ho ld ings  and 1 i q u i d  assets, respect ive ly .  The regress ion  F  t e s t s  

a re  s i g n i  f ic&-C f o r  a11 regressions aqd the  2-squares ranged f rom .29 t o  .32 

f o r  marr ied-couple households and from .32 t o  .35 f o r  o t h e r  househ3~lds. 

Since S I P P  has a complex survey design, the t - s t a t i s t i c s  have been ad jus ted  

f o r  a  design e f f e c t .  

The r e s u l t s  showed a  p o s i t i v e  and s i g n i f i c a n t  r e l a t i o n  between net  worth 

and nonproperty income. Since a  l o g  l i n e a r  model was used, t h e  regres ion  

c o e f f i c i e n t  o f  nonproperty income measures t h e  e l a s t i c i t y  o f  ne t  worth w i t h  

respect t o  i ncorne, h o l d i n g  o the r  f a c t o r s  constant.  For married-coup1 e  

households a 1 percent  change i n  nonproperty income r e s u l t e d  i n  a  .28 percent  

change i n  ne t  worth. For o t h e r  households, t he re  was a  .43 percent  change 

i n  ne t  worth f rom 1 percent change i n  income. The e l a s t i c i t i e s  were l a r g e r  

f o r  e l d e r l y  householders. There was a  s imi  l a r  p o s i t i v e  r e l a t i o n  between 

income and ho ld ings  o f  f i n a n c i a l  and l i q u i d  assets. The impact o f  income on 

l i q u i d  assets was r e l a t i v e l y  g reater  as expected, s ince  changes i n  income are 

b ln(NW)/ 
5 ~ n  terms o f  p a r t i a l  de r i va t i ves ,  t h e  c o e f f i c i e n t  i s  bl = /bin (NPINC) = 

b /  ( i n  NW)$NW/ 
(L)'aN&wc 

. (NP,;NC)= p o i n t  
/>NW * I~NPINC* NPINC 1  n  NPINC 

e l a s t i c i t y  o f  n e t  worth t o  nonproperty income. 
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: A > I *  4 .  R e j r e r c l ~ n  R e s u l t s  f o r  Log of  l o t d l  N~ dorln 
16 

-- --- ( t -S ta t lbC1CS l n  p a r e n t n e s e s i  

I 
I 
I 

I 
------ 

Other  Housenolds -- 
V d r l a o l e s  

-- ---- -. - - -  
Loy Montn ly  Non-Property Incn~ne. .42Y0 .410° 

Oemojrdpnic ~ n a r d c t e r l s t  ic; - 
Age. .......................... .24 1.. .10 l0 

1 9 . 9 )  (16.71) (5.20) 

Ade Squares ................... -. ~112 • -.0Ul0 I (-6.77) 

8 l d c ~  ......................... -2.02- -1.94. -1.76' 
- 1  1 (-11.16) 7 * ' ' 1  (-15.65) (-13.02) 1 (-6.62) 

Otner  ......................... -.523 1 - . 2 ~ 1  -1. Hd" -.574** -. 282 - 1 . 0 5 ~ ~  
(-2.78) 1 ( -1.47) ( - 3 * 7 8 )  I (-1.72) 1 (-.7b) 

I 
(-1.91) 

Spanisn origin......... ....... -.633 -. 5132. 
I 

-.7bSe 1 -1.44. 

I 
1 -1.27. -2.37. 

Years o f  educa t ion  
dousenolder... .............. 

(-6.5U) 1 (-5.13) 

.loso ( .090* 

Spouse.. .................... I ,082. 

(-4.W) 

.06J0 

(-4.32) 

.09d9 
(7.18) (4.62) 1 (4.36) (4.85) (4.14) 

(-3.84) 

.0b7* 
I (-2.28) 

.471° 

.071° I .U81° 

Males ......................... I I .327* I .251° -. 146 
I 
I 

I I (3.31) ('1.05) (-.75) 

Y e t r o p o l  i t d n  Area I 
I 

....... Less tnan  1,00U ,OUu.. -.U13 1 -.I06 -.271e -. 146 -. 356" 
(1.38) (- . I61 4 ( - -79 )  1 (-2.16) (-.91) (-1.79 ) 

.... G r e a t e r  t h s n  1,000.30U.. -. 067 1 -.535* -.421° I -.64L0 
(- .49) I (-4.33) (-2.711) (-3.23) 

Labor  f o r c e  Y a r l d o l e s  
I I 

w o u s e ~ o l a e r  
Sel f -employed ............... 1.27. f x )  

I 
I X )  1 (11.32) 

(x 1.63" 

I I I 
1 (7 .55)  1 

.. Yedrs o f  Uork Experience. . I  ( x )  I -.004 I (1) ) 
I t-..Jd) I I 

full-time................... I ( I )  I .501* I i 
I 1 

(X) I (X 1 I 

(-2.16) 
I 

(X  

(x ) 

..... Number o f  I n t e r r u p t i o n s  (1 1 

I I (.62) I ( X  1 

Number o f  I n t e r r u p t i o n s  ..... I ( x  ) 
I ( (-1:79) 1 I ( X  ) I 

I 
h 

Spouse 

Self-cmgloyed. .............. 

(-3.261 

( x  .551m ( X  ) 
- -  I 1 (4.59) 

... Yerrs of work E x p e r l m c e .  .013* 
(3. Id) 

... u r u a t i y  worked f u l l - t i m e .  

( X I  

(X 1 



T j o l e  4 .  Regress ion g e s u l t s  f o r  Lsg o f  T o t d l  Net v o r t n  ( c o n t i n u e j )  

F u n c t i o n a l  L i m i t ~ t i o n . .  ...... I 
(-2.53' 1 - 1 . 4 3  I ( - . 6 6 )  

Severe F u n c t i o n a l  L \ l s i t a t i o n .  
I -. 1YU 

I 
-.U3 I 

(-,571 * 

H e s l t n  Insurance  Coverage........ .968* 1.48. 1.40. 1. 50' 
(lU.51) (8.63) (5.95) (12.16) (9.02) I (8.12) 

........ L i  f e  Insurance  Coverrye.. .544* .526* 
(5.61) (5.12) (4.98) (1.621 

Constant.................;.,....... 

............... R-square.......... 
I 

f - t e s t s  .......................... I 286.72. 154.79. 276.87. 1 131.80. 1 ~ L J . Z ~ *  
I I I 

( t - s t a t i s t i c s  i n  pdren theses)  -- 
I 
I ~ a r r i e d - C o u p l e  ~ o u s e n o \ a  I Other  Householas 

V a r i a ~ l e s  Houseno l t~er  

I 
Housenolae 

liousen01der 1 tfouseno,cler 
over 

65 and 
Totd l 21 t o  64 over  T o t a l  21 t o  64 

I 

I I 
- 

. . 
Pension Plans 

Covered by Plan............ .... - I x )  1 .261* (X 

Vested R i y n t s  I n  P l d n  .......... 

Expected R e t i  rement Aqe.. .... 
Expect  S o c i a l  S e c u r i t y  

b e n e f i t s  ..................... ,020 

Years R e t i r e d .  ................. 

Retired........................ I .061 

Work D l s a b l  l i t y . .  ............ ( -.223* 1 - . I28 (X 1 -. 329' I -.2J3 1 (-2.26) 1 (-1.04) (-2.18) 1 ( -1.16) 

F u n c t i o n a l  L i m i t d t i o n  ........I -.U73 -. 123 -.071 -. lo2 -. 188 -.2bll 
(- .72) (.11) (-1.301 

Severe F u n c t i o n a l  L i m i t a t  ion. ) -.320e 
I -. 3a19* -.47S8 -.675* -.55S9* -. 920' 

(-1.71) (-3.02) (-3.82) 1 (-1.911 

Spouse 
-1.97 

I ............ I I Work D l s a b l  l i t y . .  I - 1 (-1.58, 

( X  ) 

(x 

(x ) 

I H e a l t n  C h a r a c t e r i s t i c s  

-. I70 
(e.911 

-179 
(1.11) 

.313* 
( 4 . ~ 6 )  

Householder 
H e a l t n  (Very  l iooa o r  

Exce l  l en t ) . .  ............... 

(X I 

(X 

(X 1 .I113 / ( 1 )  

I (.521) 

(.331 

,377 
( 0 5 8 )  1 

.303' 
(4.38) 

.01103 
(0.19) 

.003 
(.21) 

1.68 
(.52) 

(x 1 

( X  

.458* I ,514' 
(4.16) (3.86) (1.05) 

(x 1 

(X 1 
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T j ~ l e  5.  R e j r r s s l o n  R e s u l t s  f o r  Log d f  f ~ n d n i ~ j l  Assets 

( t - S t d t l S t l ~ ~  I n  pdren tneses)  - -- - 
ndr r lea -Coup le  Housenold I Other  liOuSeh01 as 

1- 
V d r i d o l e s  HousenolOer I 

Housenolder 
T o t d l  I 21 L O  64 1 'ZV::' 1 T o t a l  

- I 

Log Month ly  Non-Property Income. 1 .236* 1 .2YdS I .341* ,256' 

Housenolder 
21  t o  64 

.2b4* 
(4.86) (4.46) 

Houseno\der 
65 dnd 

over  

.41 lS  
(3.27) 

.112* 

(2.16) 

.11OS 1 .1 l i lS 

(5.42) 

.172* 
Demogrdphlc C h a r a c t e r i s t l c s  

Age ........................... .ZbOS I 

Age Squared ................... 
(6.31) 1 (14.2%) (7.88) (13.66) 

- . I13 

Black... ...................... / -1.81' I -2.49. 

( l d . 6 4 )  

(X .OOO 1 
(. 42 ) (-5.91) 

(4.42) 

(X (X 

-2.92' 1 -2.34. -2.05' ( ( -15.11) 1 (-12.69) 1 (-7.46) 1 (-16.16) 
-2.91' 

(-12.33) 

-. 337 
(- .  82) 

-. 558' 
(-2.03) 

.207* 

(-9.62) 

- 1. 6dS* 
(-1.71) 

-2.32' 
(-3.72) 

.17 7' 

-.624** 
(-1.66) 

-.856* 
(-3.45) 

.216* 

Other. ........................ -. 175' 

I (-2.76) 

Spanisn origin................ -. 151' 

(13.20) (9.59) (6.97) 

(X ) 

-. 02 1 -. 793 

-. 549- 1 -1.84. 

1 1 (7.17) (6.77) 

Spouse. ..................... I .161* I 1 I -130' 

( -3 .21)  

.199* 
Years o f  eauca t lon  

Householder............ ..... 

.17U 
(.77) 

(7.44) (4.03) 

Mdles........... .............. ( 6 4  1 .635* 

(-3.45) 1 (-2.36) 

,130' 

(6.08) (4.64) 

M e t r o p o l  I t a n  Xred 
L e s s t n a n 1 . 0 d 0 , I ) ~ l O  ......... ( - . loo  1 -.u13 -. 294 

(-.32) (1.49) 1 (-1.28) 
.083 

(.b9) 1 
.362* 

(2.63) 

(X ) 

G r e a t e r  t h a n  1.0d0,000...... 1 .023 

Ldbor  f o r c e  V a r l d o l e s  
Householder  ............. Self-employed..  

.114 I -07" 

.236" 
(1.84) 

2.82' 

( I ( )  Years o f  Uork Experience..  .. 1 (XI 1 .013* 1 
3 8  I 

(.64) 

.4d3* 
(2.76) 

2.39' 

-. 055 
(-.22) 

(X ) 

I I (19 . ia )  I 

(X I ( X I  -- 
1 (.JY) I 

(X 

(.311 

.16J 
(.75) 

(XI 

Yedrs o f  UOrk E x p e r ~ r n c e . .  
I 

(X) 1 -.YO6 .. 

f u l l - t i t n e  ................... 

Usual  1 y Yorked F u l  l -t h e . .  .. 
I 

... Numher o f  I n t e r r u p t i o n s . .  
I 

(9.86) 

( X I  I 

( X  (X )  

(x  

( X  ) 

(x 

( X  ( X  ) 

-. 177 
( - .78)  

-.254* 
I 

1 ( - .23)  I 

Number o f  Interruptions..... ( [ X I  1 -.12* (x 1 
(-2.3d) I 

Spouse 

...... ..... sel f -cmploytd. .  .'. 

(-2.3b) 1 

.Y51' 

I 
I 1 (5.16) 1 

(x ( x  1 I 
(x  



lrble 5. R e j r e s r r s n  Results far Log of F t n d n c ~ d l  Assets (cuntlnue~; 

Otner nousenolds 

-- 
Pension Plrns 
Covered by Plrn. ............... .la1 -.I23 

(1.14) 1.11) 1 
Vested Rigntr in Plrn .......... 

Erpected Retirement Lje... ..... 
fxpect Soclr l becurity 
benefits.. ................... I ,036 

I (0.24) 

yebrs Retired. ................. I ( X I  ( X )  1 .011 

Retlrea ........................ -.17d 
(-.56) 

Herltn Chrrrcterist~cs 
nouseholaer 
nerltn (Very Cooa or .s64 -530. .190 .556* .669* .I39 

I I face1 lent) ................. (5.17) 0.04) i.64) (4.50) (4.54) 

Mort Otsrbtlicy .............. -.221 (x ) -.316** -.258 
I 

(-1.87) (-1.15) 

Functional Llmctrtion.....,.. I -.I*** -. 356' -.301 -.252 -.173 -.416* 
I 

I (-1.97) (-2.06) (-1.34) (-1.56) (-.El 1 (-1.82) 

Severe Funitiondl ~imirrt~on.l -1.14- -1.22' -1.15' -1.05' -.843' -1.18. 
I (-5.02) (-3.8d) (-4.39) (-5.28) (-2.6~) (-4.80) 

Spouse 
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l i k e l y  t o  be i nves ted ,  a t  l e a s t  t e m p o r a r i l y ,  i n  more l i q u i d  assets .  For 

marr ied-couple  households, f o r  example, t h e  e l  a s t i c i t y  o f  f i n a n c i a l  and 

l i q u i d  asse ts  w i t h  respec t  t o  income were .24 and .42, r e s p e c t i v e l y .  

L i f e t i m e  work exper ience i s  expected t o  be c o r r e l a t e d  w i t h  pas t  income and 

sav ings streams. I n f o r m a t i o n  c o l l e c t e d  !n t h e  work h i s t o r y  module o f  SIPP 

was used t o  c r e a t e  a  s e t  o f  v a r i a b l e s  f o r  h31~sej731ders 21 t o  64 yea rs  o f  age 

and t h e i r  spouses. The r e s ~ r l  t s  S ~ ~ J N  t h a t  s t r o n g e r  l a b o r  f o r c e  at tachlnent has 

a p o s i t i v e  e f f e c t  on ne t  worth.  For example, i n t e r r u p t i o n s  l a s t i n g  6 months 

o r  l o n g e r  f o r  t h e  householder o r  spouse had a nega t i ve  e f f e c t  on t o t a l  n e t  

wor th  and f i n a n c i a l  assets.  Householders who u s u a l l y  worked f u l l - t i m e  d u r i n g  

t h e i r  w o r k l i f e ,  as w e l l  as those  who were sel f -employed, had h i g h e r  n e t  

wor th  ho ld ings .  I n  a d d i t i o n ,  t h e  number o f  yea rs  o f  ~ o r k  exper ience of  

spouses had a p o s i t i v e  e f f e c t  on ne t  worth.  

As expected, d i s a b i l i t i e s  and poor  h e a l t h  s t a t u s  had a nega t i ve  e f f e c t  

on n e t  worth.  Householders w i t h  ve r y  good o r  e x c e l l e n t  h e a l t h  s t a t u s  had 

h i g h e r  n e t  worth;  work d i s a b i l i t i e s  and severe f u n c t i o n a l  l i m i t a t i o n s  had a 

nega t i ve  and s i g n i f i c a n t  e f f e c t  on asse t  ho l  d i  rigs. For e l d e r l y  householders 

and t h e i  r spouses, h e a l t h  problems which r e s u l t e d  i n  severe f u n c t i o n a l  

l i m i t a t i o n s  had a nega t i ve  c o r r e l a t i o n  w i t h  n e t  wor th  and asse t  ho ld ings .  

Var ious f a c t o r s  r e l a t e d  t o  r e t i r e m e n t  dec i s i ons  and pens ion p l a n  coverage 

had a s i g n i f i c a ~ t  e f f e c t  on n e t  wo r t h  f o r  marr ied-couple  households. The 

- - - -- - 

6 ~ e r s o n s  were cons idered  t o  have a f u n c t i o n a l  l i m i t a t i o n  i f  t h e y  had d i f f i c u l t y  

seeing, hear ing,  wa lk ing ,  o r  g e t t i n g  around. They were cons idered  t o  have a 

severe f unc t i ona l  1  i m i t a t i o n  i f  t h e y  were unable  t o  pe r f o rm  one o r  more o f  

t hese  a c t i v i t i e s .  



ho11se!iol. l2r's ex i~ec ted  aye a t  re t i rement  was negat ive ly  r e l a t e d  t o  ne t  worth 

f o r  marr ied couple households, t h a t  i s ,  persons who expect t o  r e t i r e  e a r l i e r  

had h igher  net  w r t h  and asset holdings. This r e s u l t  i s  cons is ten t  w i t h  t h e  

l i f e c y c l e  hypothesis which suggests t h a t  longer  re t i rement  per iods increase 

savings and the  peak o f  weal th i n  o rde r  t o  p rov ide  f o r  consumption a f t e r  

r e t i  rement [Modi g l  i ani  , 1986 1. I n  a d d i t i o n  t o  expected re t i rement  age, two 

b ina ry  var iab les  were inc luded i n  the  model t o  c o n t r o l  f o r  t h e  householder 

being covered by a pr 'vate pension p lan  o r  having vested r i g ! > t s  i n  d pension 

1 I .  4 t'i:'r:j v a r j a h l e  was used t o  i d e n t i f y  householders who expect t o  

rece ive  Social  Secur i ty  b e n e f i t s  based on t h e i r  own work experience. The 

r e s u l t s  show t h a t ,  ho ld ing  expected re t i rement  age constant,  marr ied householders 

covered by a pension had h igher  ne t  worth than t h e  c o n t r o l  group (marr ied 

householders no t  covered by a p r i v a t e  pension p lan )  and those w i t h  vested 

r i g h t s  had t h e  h ighest  ne t  worth. However, t h e  expecta t ion  o f  r e c e i v i n g  

Social  Secur i ty  b e ~ e f i t s  d i d  no t  have a s i g n i f i c a n t  e f f e c t  on ne t  worth. 

Uncer ta in i  t i e s  i n  1 i f e  expectancies and i n  major medical expenses 'ncrease 

t h e  need f o r  savings f o r  precaut ionary reasons. L i f e  and h e a l t h  insurance 

coverage, however, can reduce t h e  r i s k  and need f o r  asset accumulation. Two 

b ina ry  va r iab les  were used t o  i d e n t i f y  persons w i t h  p r i v a t e  h e a l t h  and l i f e  

insurance coverage. Resu l ts  show t h a t  p r i v a t e  h e a l t h  insurance coverage was 

r e l a t e d  t o  ne t  worth hold ings;  households covered had h igher  ne t  worth and 

asset  holdings. L i f e  insurance coverage was a l so  p o s i t i v e l y  r e l a t e d  t o  ne t  

worth and asset ho ld ings  f o r  mar r ied  coup1 e householders and unmarried householders 

l e s s  than 65 years o ld.  The r e s u l t s  may r e f l e c t  g rea te r  r i s k  avoidance behavior 

on t h e  p a r t  o f  covered householders who, i n  a d d i t i o n  t o  having insurance 

coverage, have h igher  weal th holdings. 
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Even when income, work experience, hea l th  s ta tus  and o the r  f a c t o r s  were 

c o n t r o l l e d  f o r ,  t he re  were important  d i f f e rences  i n  weal th hold ings by demo- 

graphic c h a r a c t e r i s t i c s  such as age, race, and educat ional l e v e l .  AS shown 

i Q Tab1 e 2 ,  e l d e r l y  householders have s i  gni f i c a n t l y  g rea ter  median net  worth 

than younger householders. E l d e r l y  persons have had a  longer  t ime pe r iod  t o  

accumulate home equ i ty ,  o t h e r  assets, and wealth. I n  add i t i on ,  t h e  l i f e c y c l e  

hypothesi s  o f  savings suggests t h a t  asset hold ings increase du r ing  t h e  work 

l i f e  and dec l i ne  a f t e r  re t i rement .  The age o f  the  householder and age squared 

were used i n  the  model t o  t e s t  f o r  a  non l inear  r e l a t i o n s h i p  between net  

worth and age. The c o e f f i c i e n t s  f o r  t he  age va r iab les  were s i g n i f i c a n t  and 

i n d i c a t e d  a  l j f e c y c l e  r e l a t i o n s h i p  between net  worth and age. The c o e f f i c i e n t  

f o r  age was p o s i t i v e  and f o r  age squared was negat ive. For example, according 

t o  the  c o e f f i c i e n t  f o r  mar r ied  couple households, ne t  worth increased t o  

60.3 years o f  age and then dec l ined a t  a  slow r a t e  thereaf te r .  

Two b ina ry  va r iab les  were used t o  c l a s s i f y  t he  householder i n t o  t h r e e  

race categor ies (White, Rlack and Other) and another b ina ry  v a r i a b l e  was 

inc luded f o r  Spanish o r i g i n  o f  t he  householder. The regression r e s u l t s  

i n d i c a t e  t h a t  Black householders and those o f  Spanish o r i g i n  had lower asset 

hold ings;  t h e  c o e f f i c i e n t s  were s i g n i f i c a n t  and negat ive. This was cons is ten t  

across age groups and asset  holdings. Black householders had t h e  lowest net  

worth when a l l  o t h e r  va r i ab les  are  he ld  constant. The "Other" race v a r i a b l e  

was negat ive bu t  no t  s i g n i f i c a n t  i n  a l l  cases. I n  a d d i t i o n  t o  t h e  race and 

Spanish o r i g i n  varidi)l?s, a b ina ry  v a r i a b l e  was inc luded i n  t h e  regressions 
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f o r  unmarried hodse!wlds ~ h i c h  c o n t r o l l e d  f o r  t he  sex o f  t he  householder. 

H ~ l d i  ng o the r  f a c t o r s  constant ,  male householders had h igher  asset ho ld ings  

than female-headed households. Las t l y ,  t he  r e s u l t s  i n d i c a t e  t h a t  ne t  worth 

and asset ho ld ings  increase w i t h  educat ional attainment.  The years o f  

educat ion o f  t h e  householder had a p o s i t i v e  and s i g n i f i c a n t  e f f e c t  on n e t  

worth. I n  add i t i on ,  t h e  educat ional  l e v e l  o f  the  spouse i s  a lso  p o s i t i v e  

and s j  g ~ i f j c a n t .  

Su rnrna r y  

I n  t h i s  paper, we exani ne t h e  demographic and econolnfc c h a r a c t e r i s t i c s  

of households associated w i t h  ne t  worth and asset hold ings.  In fo rmat ion  on 

1 i f e t i m e  work experience, hea1t.h s ta tus  and d i s a b i l i t i e s ,  re t i r emen t  expectat ions 

and pension p lan  coverage, and c h a r a c t e r i s t i c s  o f  t he  j o b  from which r e t i r e d ,  

whfch were c o l l e c t e d  on o t h e r  modules o f  SIPP,  was matched t o  t h e  weal th data 

c o l l e c t e d  i n  t he  survey. This data set  provides a wide ar ray  of f ac to rs  used 

t~ analyze household ne t  worth. 

The r e s u l t s  f rom models est imated f o r  net  worth, f i n a n c i a l  ho ld ings  and 

l i q u i d  assets suggest t h a t  several c h a r a c t e r i s t i c s  a re  r e l a t e d  t o  net  worth 

and asset holdings. Nonproperty income i s  p o s i t i v e l y  r e l a t e d  w i t h  ne t  worth. 
2. 

I n  add i t i on ,  householders and spouses w i t h  g reater  l a b o r  force attachment had 

h igher  ne t  worth holdings. Retirement expectat ions and pension p lan  coverage 

were a l so  important .  tbuseholders who expected t o  r e t i r e  e a r l i e r  had h ighe r  

ne t  worth. Furthermore, coverage and vested r i g h t s  i n  employer prov ided pension 

p lans were associated t o  n e t  worth holdings. kwever ,  householders i n  poor 

h e a l t h  o r  w i t h  d i s a b i l i t i e s  had lower ne t  worth. Hold ing these f a c t o r s  

constant  , ' there  were a1 so s i g n i f i c a n t  d i f fe rences by demographic c h a r a c t e r i s t i c s .  
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I n  genera l ,  Black o r  Spanish o r i g i n  householders had l owe r  n e t  wor th  and 

asse t  ho ld i ngs ,  w h i l e  t hose  w i t h  more educa t iona l  a t t a i nmen t  had h i g h e r  n e t  

worth.  
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