Income Cycle in the Life of Families
and Individuals

W. S. WoyTinsky *

A misToricAL 8STUDY of wages reveals characteristic
secular trends and short-term variations in the
prevailing level of the nominal and real earnings
of workers, Wage censuses, as well as the wago
statistics and special studies of tho Social Security
Board suggest that, at any given time, the average
level and the distribution of carnings by intcrvals
vary with the age of the worker. If, however, it
were possible to follow the record of rcal carnings
of an average man throughout his wholo lifetime—
from youth through his working yecars to retire-
ment and finally to death—his earnings history
would show ups and downs very different from
those of the recorded trend in prevailing level of
wages and different also from the relationships
between age and earnings shown in a eross-sce-
tional view in the wage records of tho Social
Security Board for any given year.

Take, for example, tho case of a man who was
born in 1865 and died in 1940 at the age of 75.
The wago he earncd as a boy of 15, in 1880, was
probably lower than the averago per capita wage
at that time. His earnings in 1910, when he was
45 years of age, arc likely to have been higher than
the prevailing wage before World War 1. By
1930, however, it is very probable thet his earnings
no longer exceeded the average.

Still more complex sre the varigtions in the
economic level of an individual, as dotermined by
the economic conditions in the houschold of which
he is a member in childhood, youth, his middlo
years, and old age. _

The relationship between age and income is of
prime importance to socigl security measures
which are designed to prevent or alleviate incomeo
deficiencics which arise from temporary interrup-
tion of current earnings or—at both oxtramecs of
the age range—from inability to earn. The fol-
lowing analysis of variations in economie status
according to age, both at & given time and over a

* Bareau of Employment Becority, This arilcle Is based on s chapter of
& report by the author, to be published by the Boelal Beleneo Resoarch Coun-
cily, Commiites on Boctal Becurity. Another chapter was carried in the De-

cember 1842 Bulletin, pp. 31-30 (“Lobg-Range Trend in Per Capita Income
and Wages"'}. ’
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poriod of years, was undertaken with a view toward
ascertaining the poriods in which the ineidonce of
poverty and insecurity is likely to be greatest iy
relation to tho standards provailing in the popu.
lation as a whole.

Income Cycle in @ Worker’s Life

Cyclieal ups and downs in economie level during
a worker's lifo wore described for tlw first time
by B. Secbohm Rowntrec. In his study of the
lifo of laborers in tho city of York, England,
Rowntree summarized his observations as follows:

During early childhood, unless his father {s a skilled
worker, he {the laborer) probably will be in poverty; this
will last until he, or some of hias brathers or sisters, begin
to earn monoy end thus augment their father's wage
suffieiently to raiso tho family above the poverty llne
Thon follows tho period during which he is earning money
and living under hls parents’ roof; for some portion of this
period he will be earning more monay than is required for
lodging, food, and clothes, 'This is his chance to eave
moncy. If he has aaved cnough to pay for furnishing a
cotiage, this period of comparative prosperity may con-
tinuo after marringe until he has two or three childron,
when poverty will again overtake him, This period of
poverty will last perhaps for ten years, i. o,, until tho first
ohild is fourteen years old and begins to earn wages; but
if there are more than threo children it may last longer.
While the children are earning, and before they leave the
home, to marry, the man onjoya another period of pros
perity—possibly, however, only to sink back agsin into
povorty when his children have married and left him, and
he himself ja too old to work, for his income has nover
permitted his saving enough for him and his wifo to live
upon for more than a very short timo,!

Although, at that timae, statistical datn were
insufficient to check the concept of the incomo
eycle end to measure tho importance of the sup-
posed variations in economic level, Rowntreo do-
veloped en ingenious chart showing the typical
ups and downs in tho ceonomic condition of a
wotkor as ho grow older.

Tho Rowntreo theory appears to bo supported
by common-sonso reasoning. Variations in the
economic level of an individual are necessarily

1 Rowntreo, D. Bosbohta, Porerly: A Study of Town Life, London, 191,
pD. 138-137,
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" Table L—Income cycle in the lfe of individuals in South
Carolina cotten-mill villages, 1917

Percont of porsons in
spoolfled ago ﬁrou;u

Mean weokly fnmlir In families having
locamo por ammain wookly Incomes of logs
Age group . than $.30 por am-
main !
Muolo Fomnle Malo Fomala

.83 . B7 40.5 41.3

4.78 4.7 8.0 50.7

4.01 5.10 46,0 43.7

B. 40 5,03 3.0 2.2

8,70 5.53 28.8 3.1

8.08 5,30 30.1 30.2

5.42 b a1 a8. ¢ 40:7

8.25 5.21 40,8 42.4

5, 44 5. &7 85,2 32.7

5,561 8. bt 3.0 33.4

5,70 5.93 Fri 20. 4

6.00 5.4 2.7 24.3

5. 00 5178 .7 20.9

5.33 5. 00 40.4 32.0

I;I‘heoretlcnl consumer unit which ropresents ** adult male-malntenance’’
008t

Bonreo; Bydonstricker, King, and Wichl, The Imcome Cycle in the Life
%Mc Wage Foarner, Washington: U, 8, Publio Henlth Bervice, 1024 (Roprint
0. }47 from the Publle Ifealth Roports, Aug. 22, 1924), p. 0.

dotermined by varigtions in the weclfare of his
family—changes in income and in the nceds of
tho household. In other words, the cconomic
eyclo in the life of individuals results from the
overlapping of two typical cycles: one in family
income, the other in the number of persons de-
pendent upon this income.

A similar cycle was observed by Sydenstricker,
King, and Wiehl in a study of the cconomie status
of about 4,000 worker families (including 21,714
persons) in 24 South Carolina cotton-mill villages
in 10172 Thoy attempted to mcasure veriations
in the cconomic conditions of worker families in
terms of income por “ammain’ (the theoretical
consumer unit which represents the “adult male-
maintennnee” cost). After classifying tho can-
vassed families according to cconomic level, the
varintions in cconomic status at differont stages
of {family life wore analyzed from two points of
view—that of the family as a unit and that of
the individual at different ages. The authors
realized that actually they were not following the
history of a group of families or individuals but
were trying to construct the economic cycle of a
typical family from a cross scetion of a number
of families at different cconomic stages. They
belicved, moreover, that this picture would bo

1 Bydonstricker, Edgar; King, Wilford 1.; and Wleh), Dorothy, The Income
Cyclein the Life of the Wage Earner, Washington: U, 8. Publio Health Bervice,
199 (Roptlnt No. 947 (rom the Publio Ycalth Reports, Avg. 23, 1924, pp.
2133-2140), 8 pp, ‘Tho atudy was mado ln connootion with an spldomlclogleal
investigation of pellagrs.
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Chart 1,~Economic life cyoles of South Carclina cotton« -
mill workers and of York, Englond, laborers, com-=
pared

PRINCIPAL ECONOMIC FERIODS IN LIFE OF WAGE EARKER ).
ramte| = MO B cniioary | otrewsrur
cwier b LS 18 surront] comTaieute urex
SOURCER E RS or mis| To Pamily | SMILORIK
ofF el |&§ o INEOuE fak
INCORE i I FAMILY Syrrant
L) T L] ¥ T [ | L) T 4 L) )
PRIMANT" uLaNn
ml.wltulzw—I S . ———"(“‘::\'—' r ThcokE
- o Ll
FOR YoORK ~ R S B O . FOR 5,6
uuou-sJ [t WOAKERE
R L o
v ' Ze ' o ' we | ose | g ' fo
AGE GF WOAKER
YORK LENGLAND) LABORER +°"**suarsar”
SOUTH CAROL INA COTTON MILL WIAKER o

' Por Bouth Carolina mill workers, data basad on study of 21,714 persoris In
1917; for York laborers, ste Rownirce's “Poverty.”
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froe from the influence of variants, such as periods
of industrial deprossion or unusual activity with
their changes in opportunitics for employment,
in wago rates, and in the cost of living.

Theo scrics they derived from o cross classifica-
tion of individual family members by age and
family income per ‘‘ammain’’ are shown in table 1.
Thoe authors commented as follows on the charts
roprosenting these series: .

Confining our attention . . . to the graphs for females,
it is scon that in tho age perlod 15-19 the income of the
{nmilics in which they live is relatively high. The modal
age at which marriage ocours among women is 18, and
soon thoroafter their cconomio status declines, the decline’
continuing until the age of 40, where a marked improve-
ment is shown, This improvement continues until about
the age of 55, whon anothor decline seta in. The varjation
for males is gonerally quite similar to that of females.
excopt that the deeline in economic status in the young
adult period docs not manifest itself until somo Ave yoars
later, o fact which is accounted for by the older ages at
whieh men marry, the modal age of marriage for males:
being about 23}

The authors were aware that the result of
their analysis could not ‘‘be set forth es a genera[-
ization applicable to all population classes,” but
they believed that “because of the fact that the
particular population studied was close to the
margin of subsistence, the data lent themselves
especially well for illustrating in a very elementary
manner the character of the variations in economio
status at difforent stages of family life.”” They

8 Ibid., pp. 6-T.



concluded their study by a graph, reproduced
a8 chart 1.

It will be noticed that the deeline in economic
lovel after age 85, shown by Sydenstricker’s curve,
is less pronounced than in that suggested by
Rowntree. It scems likely that the Soutl: Caro-
lina sample was biased in this respect because of a
very low proportion of persons aged 65 and over
in the canvassed families. But for this disparity,
the general shapes of the income cycles suggested
by Sydenstricker and Rowntrce are exactly the
same, and both have three low points: in childhood,
in early middle life, and in old age.

'The fragmentary observations of Rowntreo and
Sydenatricker wore not asufficient hasis forgeneral-
ization, however, and more inclusive statistics
were necessary to check their theory. Such
statistica have been provided by the Family
Composition Study.*

Variations in Family Income (Family Compo-
sition Study)

The Family Composition Study classified more
than 400,000 single-family urban houscholds by
income, age of the family head, and size of the
houschold. This cross classification shows that
the proportion of families in the lowest incomo
interval (less than $1,000, including relief families)
declines as the ago of the family licad increascs
from age 20 on, is at tho low point (37 percent) in
the age interval 4049 yonrs, and rises steadily
after age 50. On the other hand, the proportion
of familics with an income of $2,000 or moro in-
creases with the age of the family head up through
the age group 50-54, and that of families with an
income of $3,000 or more continues to increasn
through the 55-59 age group.

The variation of tamily income with the ago of
the family head is best described by the decile
incomes of families with the head in the different
age intervals,® As chart 2 shows, these deciles
conslitute a set of slightly asymmaetric bell-shaped
series. At the lower end of the frequoncy distri-
bution (D, and D,), the peak is renched when the
family. head is 30-34 ycars of age. The median
income increases up to the age group 45—49 years.

{ For a deacriptlon of this study and analysis of data from It, eno Banders,
Barkov B., "Famlly Compasition in the United Stotes,' Soclal Security
Bulletin, Vol. 2, No, 4 (April 1639}, pp. 8-13; furthor analyses have been carricd
in {bo Dulietin from time to time.

¥ Limitations of thls method are evidont. Tho lowest Income Interval

{undar $1,000, including reliof familics) In tabulatlona of the Famlly Compo-
sition S8tudy s too large, and its freehand interpolation [s open to erlttelsm,
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Chart 2,—Decile annual incomes of families ! classified
by age of the family head
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The peak of the. highest decile is reached only
when the family head is 55-50 yenrs of age. The
decline of income in families headed by eoldarly
persons is most pronounced at the lower end of the
frequency distribution,

Becauso of appreciable differences in the shapo
of the family income cyclo at different points of
the frequoncy distribution, the eycle characteristic
of nll the canvassed families eannot be deseribed
properly by the variation of the mean income of
the household with the age of tho head. In fect,
the menn tends to overweight the comparatively
high incomes of the upper 10 or 16 percent of
familics headed by aged persons, and presents
the cconomic condition of the whole group of
familics in too favorable a light. A varintion of
tho median income scems to provide a more re-
ulistic picture,

Economic Cycle in the Life of Families
(Family Composition Study)

To visualize the way in which the cconomio
lovel of typical familics is related to the ago of the
head, varintions in their incomes as shown in chart

Social Security



9 should bo compared with variations in their

. economic noeds. Tho proportion of amall families
(with two or throe members) declines as the ago
of the family head increases up to tho 40-44 ago
group, and inereases thereafter, while the propor-
tion of large families (with six members or moro)
increnses up to ngo 456-49 and declines thereaftor.
Thus, tho sizo of the family and the economio re-
sponsibilitics of the head tend to vary with his
pgo in the samo dircction as the family income. It
should bo kept in mind, however, that husband-
and-wife familics by definition must have at least
two members, so that their sizo deciles cannot drop
below two. Morcover, sinco many families con-
sist of the marricd couple only, the two lowest
deciles of family size in all family-hoad age groups
amount to two. 'This fact explains the character-
istic shape of the deeile curves in chart 3. Apart
from the flattening of the two lowest deciles, the
rest of them have tho charncteristic bell shape, with
the top in tho middle-aged classes (4044 years for
Dy, Dy, M, and D,; 40-49 years for Dy; and 46-49
years for Dg and D).

Chart 3.—Decile sizes of families ' elassified by the age
of the family head
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Table 2,—FEconomic gycle in the l{fe of urban husband: -
and-wife families according to the Family Composi-
tion Study, 1935-36 .

. Per capifa income-
Number of poreons | in 21, [ T
por famliy ptutedon ho baals
o A .
Median
Ago of family head tamily -
{neonmo Modlen | Mean
family | femlly . .
Median | Mean slzo slza
L@+ | @+
(1) (2) 3 (4) {5) 8)
700 2.00 265 105 300
1,000 1.2 8.01 405 380
1,220 2.68 3.42 180 358
1,260 2.05 3.7 4110 338
300 3.80 3.08 3006 330
1,310 3.20 3.02 410 a8
1,310 2.00 .9 450 845
1,270 2.80 3.41 810 310
1,100 2.10 8.09 505 288
1,020 2.00 2.80 810 568
800 2.00 2.03 3 ans

If, because of an increasing number of children
the economic needs of o family grow more rapidly
than its incomo, or for some othor reason it income
declinos more rapidly than its needs, tho economic
level of tho family will decline. Inversely, its
ceonomic condition will improve if family income
grows at n greater rato or declines at a smaller rato
than its needs. Very roughly, the eyele of eco-
nomie level in the life of a family may be character-
ized by tho varying ratio of its median income to
its mean or median size, as shown in table 2.

These ratios indicate three low points in the
cconomic lovel of families: in the age group 20-24,
at the beginning of married life; when the family
head is in his 40’s; and whon he is 65 or over.
This rhythm is similar to that observed by .
Rowntreo and Sydenstricker.

It is recognized, howover, that the method used
here is too rough to be conclusive. Its weakest
point is that it prorates the income among family
members as if tho needs of a family wero strictly
proportional to its size. As a rule, the economic
nceds of a family, including cxpenditures for food,
clothing, housing, fucl and light, personal care,
and so forth, do not increase in direet proportion
to the number of persons in the household. Sev-
cral formulags have been developed to measure the
needs of families of different sizes in terms of
consumer units,® but none has rcceived gencral
acceptance. Therofore, a set of alternative

§ Beo Willlams, Faith M., and Hanson, Allce C,, Afoney PHsbursements of

Wage Earners and Clerical Workers, 1634-36; Summary Volume, U, B. Dureau
of Labor Statlstics, Bulletin No. 038, 1041, pp. 362 M. .
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methods which control one another has been used
by the author: (1) the first two family members
(husband and wife) were counted ns one unit cach,
and the other family members as 0.5 of ong unit;
(2) the first two family members were counted as
one unit each, and the others were weighted on a
scale which increased with the age of the family
head. For sxample, the third, fourth, and addi-
.tiorlal members of a family with the head aged
20-24 years were counted as 0.4 of a consumer,
unit each; a weight of 0.5 was set for families with
the head 30-39 years of age, a weight of 0.6 for
families with the head 40-44 yoars of age, and
80 On.

Both formulas, as well as the erude procedure
used in table 2, were applied subsequently to all
families with heeds of the specified age and to
those of this group of families which fall into the
median income intervals, In this way, six alter-
native series were devoloped to measure the
economic needs of the specified groups of familics.

All six series reveal the same general rhythm,
with high pointsin the age classes 25-34 and 55-04,
and & trough between them in the 40-49 age group.
Similar results are obtained if the median incomeo
is compared with tho medien number of eonsumer
units per family, either for ell families with the
head in the specified age group or for families
whose income i8 in the medien incomo interval
(column 5 in table 2).

All the procedures of comparison corroborate
the following obscrvations. As the age of the
family head increases from 20 to. 30 ycars, the
median family income grows more rapidly than
the family’s economic needs., When the family
head ncars the age of 50, variations in income and
family needs tend to counterbalance each other.
As the age of the head advances from 50 to 65, the
needs of the family decline proportionately more
than does its median income, and efter age 65 the
family income declines more rapidly.

Tho resulting economic eycle is illustrated in
chart 4, whick presents an index of median in-
come per consumer unit computed as the mean of
the six series described above. The variations in
economic level shown by thia chert confirm the
observations of Sydenstricker, with only ono
difference: sll inflection points of the new curvo
occur § years later than those of Sydenstricker's
cycle for men and women in South Carolina
villages. An explanation of this lag between the
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Chaort 4.—Index of median income per conaunmer uniy of
Jamilies elassified by age of the family head
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two cycles may be that in the urban arons
canvassed by the Family Composition Study in
1935-36 the usual ages of ontrance into gainful
work and of marringe were higher than in the
South Carolina cotton-mill villages in 1917.

Economic Cycle in the Life of Individuals
(Family Composition Study)

Stetistics of the I'amily Compesition Study
showing the distribution of individuals in the
canvasscd urban arcas by nge and by type, sizo,
and income of the family, can be transforined into
a classification of the individuals by income per
consumer unit. For this purpose, .the first two
family membors inay be counted as two consumer
units, while each of the other family membeors is
counted ns onc-half a consumer unit,”

1 This procedure lmplies tho following (nterprotation of famlly {ncoms in
terms of Incotuo per family unit:

Number of

persond In

famlly. .. 1 2 3 4 5 L] 7 8 ) 10
Number of

eonsumer

units. .. 1 2 2.8 3.0 316 40 485 50 885 0.0

Iacaome per conzumner unit

Famlily In-

como

$1,000... ... $1,000 4500 $400 $333 $238 $250 4222 200 $182 9167
2,000 ... 200 1,000 B0 607 572 BOO 444 400 364 333
3,000, . __ 3,000 1,500 1,200 1,000 BO8 750 007 000 O46 600

Bpecifically, the roported distribution of lamilica with spocifed number of
persons by income Intorvals was roprosonted by 8 cumulative ogive, Then
the horizontal scale of the graph (showing family Incomoes) waa transformed
sccording to the numboer of consumcer units per family, and tho percontage
of Individuals in tho apecified coonomie {ntervals was resd from the transe
formed graph. From the arcorlained percentage distribution, absolute
numbers were computod. Apart fzom [ts simplielty, tho formula used hete
for computing tho income per consumer unlt hes no speelal morits In com-
parison with oihoer formulas which may be dovoloped fot thia purpose,

Social Security



The Family Composition Study distinguishes
two groups of urban houscholds—single-family
houscholds and multi-family households. Since

the worksheots of the Family Composition Study’
precludo a uniform age classificetion of individuals -

in thesc two groups, §-year intervals should be
used for all persons under 80 years of age in single-
family houscholds, while members of multi-fernily
houscholds can be distributed only by larger age
clnsses. In view of this difference in classification,
the two groups should be examined separately.

Single-family households.—Varietions in the
deciles of income per consumer unit by age of
individuals in single-family houscholds are shown
in chart 5. ‘The median of the cconomic level of
children under & is less thon $300 per consumer
unit. It is oven lower in the ago classes 5-9 end
10-14, and probably rcaches its lowest point of
approximately $280 et the age of 10 when thero
“are most likely to be several minors in the family

Chart 5.~Deciles of the economic level in the life of
individuals }

poLLANS DOLLANS
1200 200
Yoo // \\ oo
HIGHEST ucly \
1000 /_ N 1000
900 / 900
|
(11 . \~ €00
TR btcu.y \
e S
oo // / T0Q
"1 SEVENTH DECILE //
L !
600 ﬁ/l i —1 w00
SINTH DEGILE LT \i
| prane | TN
~— 1T N
500 FirTH DECILE (M) | h 899
400 —1 FOURTH OLEWE | 400
| S
~— VT T T TN
300 o I i |_Loa0 preng i \ 300
200 1 ' SLCOND DECIEE \
T e, k_ 200
| | N
LOWEST BECILE \
0o H 100
.y T\"‘\
Q n n Q
[-IX ) -2 [ L) Wik Apied 1] L] mile
(D ] 1348 15ix AP i [} L% 3 Hne

3145
AQE OF (HDOVIDUALS

Y Members of urban, singlo-family, husbaund-and-wife houscholds can.
vaased by tho Family domposltion Btudy, 1833-30,

Bulleting, June 1943

_to decline.

and no supplementary earner. The situation
begins to improve after age 15. Supplementary’
carners in the femily are likely to begin work-
ing, and the income per consumer unit increases
repidly, elthough this is the time the family head
is epproaching the age at which his earnings begin.
The median income per consumer
unit continues to rise in the 20's, the ago when most
young people leave the parental home and start a
houschold of their own. A high point is reached
botween 30 and 34, and then a decline begins as
the responsibilities and economic needs of the
family incroase more rapidly then its income.
The withdrawal of married women from gainful .
work is probably an additional factor in the
declining ecconomio lavel of individuels at this
stage. The period during which the individual is :
less woll off, cconomically, than before lasts about
10 years. From 45 to 49 years en improvement
becomes apparent, partly because of the supple-
mentary earnings of the younger members of the .
family, and partly. because of the diminishing
family responsibilities of the head. The gradual
upswing lasts until the age of 80 and is followed
by a new decline, slow et the beginning, steep and
ebrupt after age 65. This general pattern is
repeated, with slight variations, by the.deciles on
both sides of the median.

The two lowest deciles in the 80-64 age class are
lower than for persons 25-29 years of age, and
the third decile s at about the same level in both
age classes, Beginning with the fourth decile the
economic level in the ages 60-84 is higher than in
the 25-20 age group, and the contrast in favor
of the nged increases toward the upper end of the
frequency distribution. The ratio of the eco-
nomic levels in the two age classes, at the specified
points of the frequency distribution, is as follows
(in porcent):

D, Dy D, D, M Dy D, Dy D,
83 04,99 102 104 106 100 112 119

If variation of cconomic lovel with a.dﬂmc'mé
age is described by the arithmetic mean of in- .
comcs on cach ege level, the upward tendency in
the upper deeciles will conceal the relative dete-
rioration of the cconomic conditions in the middle
and lower income groups. Apart from this, the
cconomic cycle of individuals is very similar to
that of husband-and-wife families shown in chart 4.

The sample analyzed covers almost 1.7 million
individuals in urban areas scattered over the
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United Stetes, and is moro than 100 times that
used by Sydenstricker,

Multi-family - households,—Tho genoral pattern
of correlation between the age of individuals in
multi-family households and their cconomic level
may be ascertained from the distribution of more
than 600,000 individuals by large age classes, by
fainily income, and by size of houschold.® A
comparison of these statistics with the respective
data for single-family households reveals considor-
able difference in tho age distribution of these
two groups:

Pereentage distribution
Ago group
Singlo-famijly | Multi-famijly
houscholds households
100,90 100.0
26,7 20.6
17.68 16. 5
3.4 1.3
15,8 7.1
2.8 4.8
3.7 10,0

1 Includes persons 80 years and over.

The proportion of aged individuals in multi-
family households is remarkably high in compari-
son with that in single-family lhouscholds, while
the relative number of children under age 15 is
low. Aside from this variation, the distributions
by cconomic level are similar; the only difference is
that children and aged persons are somowhat better
off in multi-family than in single-family liousc-
holds, whilo the opposito relation is characteristic
for the age classes from 15 to 65 (table 3). This
difference is probably due to the high proportion of
three-gencration households among multi-family
units. The theory of an economic cycle in the life
of families and individuals presumes in fact that
grown children, able to support themselves, leave
the parental home. If_ they stay with their
parents, the typical cycle is ironed out to some
ecxtent.

All households—When both types of families are
considered together, variations in the economic
levels of individuals, by age groups, appcar
smoother than they aro for members of single-
family houscholds alone. Therefore, deciles of
economic levol presented in the upper panel of
table 3 should be adjusted-—upward for children

¢ Includes households of three types: husband-and-wlte households, broken
families with male heads, and broken [amilles with fomalo heads. House-
holds with more than 10 members or with persons not related to the head are
exciuded.
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Table 3,~Economic cycle in the life of individualy
(decile incomes per consumer unit) in urban fumilles,
1935-361

Low-| Bec- Sov- High.

Ago of In- Third|{ Fourth{ Me- |8ixth Efghth| 1180
oat | ond enth [*3 €1

dividun) dectie] deotio declis] doclle | dinn [decilo decho declle dgﬁla

Binglo-family houscholds

-4 ... $55 | 8110 | 8165 $220 | 8280 | 8350 | #430 | $525 | $aas

15-24__ ... 70 148 720 200 380 430 610 [ 1) 800

284d________ 100 200 200 370 450 630 } 035 788 080

480 . 110 210 300 380 405 55 005 820 | 1,100

0004 ... a0 190 248 380 472 870 | 087 MO | 1,118

o870 ____ 7| 150 | 230 a2 | 405 500 | 620 746 | 1,02

Multl-tnmlly housoholds

$55 | 4118 | $178 $235 | 8308 | $380 | $470 | %430 | w824
65 | 130 | 200 288 | 335} 410 ] 500 015 /25
188 | 270 346 425 50| GO& 750 | 1,028

03 | B8 | 270 350 | 440 | B30 | a38 700 | 1,t00
o 188 | 270 350 | 440 | 530 | 025 780 | 1,080
180 | 200 340 | 423 | 500 | 00O 150 | 1,020

All householda

H

$53 | $110 ] $147 9230 | $302 | 3373 | #4447 £538
13 7 22 | 108 <]

a2g
e
B3
e
Bg
3
(-1
£g
g
- G G
nom
o ==y
aﬁi
S88
o
3]
-aga
L) -
- -

601 167 ] M0 313 ) B0 | 458 | BaR 003 872
1 108 { 282 303 | 4500 &38| 013 Ak o4
110 282 308 | 400 | &80 | 6N 58 030
03] 188 | 208 80 | 440 | 227 | 810 760 1 1,013
110 { 1031 275 350 | 432 | 2822 | o008 00 1 1,018
110 38 303 | 447 | 535 | 63 802 | 1,000

108 72 | 402 | BG2| 053 822 | 1,088

97| 188 | 285 378 | 478 ( b72 4| 1,125

00| 185 | 233 376 | 400 [ b0O | 070 B30 [ 1,100

168 0 | 440 | IO | 043 810 | 1,050
Wi 15 MO 15 | 405 | BOO | 897 780 002
50 [ 120 180 200 | 380 | 400 730 s

I Datla from tho Family Compaoaition 8tudy.

and especially for aged persons, downward for the
middle nge clagses. In this way the deciles of in-
come for almost 2.3 million individuals in all
canvassed families have been computed (lowest
panel in table 3).

Economic Cycle in the Life of Individrals and
Long-Range Trend in Farnings

The cconomie cyele in the life of individuals, ns
deseribed by the decile inconie per consumer unit
in table 3, was derived fromn the distribution of
persons of canch age by cconomic level at a speei-
fied date rather than from aelual life histories.
This conventional method is similar to that used
by Rowntree nnd Sydenstricker, and contains
similar pitfalls. ,

Supposo that all incomes in the Nation ar
distributed according to the general pattern shown
in table 3, and that the same relative ups and
downs in an individual’s cconormic level could havo
been found 20, 30, and 50 years ago.  In Llis cnse,
in any given year the medinn cconomic level of a
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man aged 76-79 was 22 porcont bolow that of a
man aged 256-29, This statemont would not
jmply that the median cconomic conditions of
the agod at tho present time are 22 percent below
their personal cconomic level of half a contury
before. Ifirst of all, there is no evidence that the
median individuals at the age of 75-70 had a
medinn incomo alse in their youth., The presump-
tion is rather that individuals with higher than
averago income in the 25-29 age group had moro
than the average chance of reaching the age of

- 75. On the othor hand, it is oxtremely difficult
to compare the actual economic level of an aged
man with that of his family half a contury sgo,
and, if such a comparison wore attempted, changos
in gonoral economic conditions in the Nation would
have to be considered.

According to the income and wagoe statistics
already examined by the author,? per capita real
income in the 1880’s was approximately 33 porcent
lewer than in the middle 1930's, Assuming that
the pattern of income distribution in the 1880's
wns the same as that suggested in table 3, the
decile incomes of persons aged 25-29 years in the
1880’8 may be deduced by discounting thoso in the
table by 33 percent. Tho following amounts are
found (in *1935-36 dollars”):

D ™ I I h M D Dy Dy D
$72 $132 $188 $242 $300 $359 $408 54195 §020

A comparison of these figures with the decilo
income per consumer unit of persons aged 75-79
years in 1935, shown in table 3, indicates that
by 1035 a deterioration had taken place only in
the lower 20 percent of the distribution; whilo
the lower quartile of incomes per consumer unit
in 1935 was the same ns in the 1880's, the median
had increased by 17 percent, the upper quartile
by 43 percent, and the highest decilo by 56
porcent.

In more general terms, if the pattern of diiTor-
ences in economic level by age of individuals re-
maing gteady as time goes on, the typieal history
of the econormic ups and downs in the life of a gon-
aration is determined by superimposing the life
cycle upon the variation in economic level of the
Nation as a whole. The result of the combination
of tho long-range trend in wages with the eyclo of a
gonoration is illustrated by chart 6, on which tho
cconomic cyelo suggested by tablo 3 is applied to
the generation aged 75-79 years in 1935. The

*deo tho alleting Decomber 1042, pp. 31-30,
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Chart 6.—Hypothetical variation in economic level of
individuals born in 1854-59, from childhood to age
75-79 )
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model is doveloped on the assumption that the
cconoinic level of the Nation as o whole—in terms
of roal income per eonsumer unit-—varied in direct
proportion to the per capita real national income
as cstimated by R. F, Martin.** Short-time varia-
tions in the economie lovel of individuals at differ-
ont points of the frequency distribution are ironed
out in this model by the selection of yoars observed,
For the 18th century, only deconninl census years -
are shown, but each fifth ycar is ropresented during
the period after 1899, All deciles show a continu-
ous upswing from 1869 to 1909 (or from the speci-
fied individual’s ago of 10-14 to tho age of 50-54),
& slight improvement in the following decade, and
a decline thereafter, with a secondary upswing in
the late 1920’s.

A similar story may be reconstructed for gen-
crations which, in 1935, were in the ago groups 70—
74 or (5-6G0 years, It appears that in the long run
the cconomic cycle in the lifo of individuals is
overshadowed by thd sccular variation in the eco-

W 1bid., p. 38, Bee nlso Mariin, Robert F., National Income in the Uniled
Stoles, 1790-1338; Now York, Naotlonal Industrial Conference Doard, 1039,
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nomic level of the Nation as a whole, and it is likely
that only feeble traces of the cyclo rolated to the
age of individuals would be found in individual life
histories, if such histories could be obtained.

A comparison of the hypothetical life history
of individuals presented in chart 6 with tho decile
incomes of individuals in 1935-36, as shown on
.chart 5,suggests that there is no ovidence that most
of the aged persons now living aro worse off than
they personally were several decades ago, although
households which include aged persons no longer
in the Iabor forco are likely to be in economic need

"in comparison with other families.

Losses in Family Income Caused by Retirement
of Aged Members

Roughly one-third of the population 65 ycars
and over are either gainful workers or spouses of
gainful workers, while two-thirds are rotired work-
crs, their spouses, or their widows. The composi-
tion of the two groups by sex, age, occupational
background, and economic level, howover, is differ-
ent. Charactoristic of the first group is a com-

Table 4.—Distribution of persons aged 65 and over living
with relatives in urban multi-family households, by
work status and Income of household, 1935-361

Men Women
Item Oalnful workers CGalnful workers?
Non- Non-
galnful gainful
Em- |'Unem- |workers) Em- | Unem- |workers
ployed | ployed ployed | ployed
Total number........... 1,004 | 6,004 | 18,163 | 4,157 1,480 | 42, 208
Percentago distribution
by bousehold lncome;
Tota) - ... ... .. 100. & 100.0 100.0 100. 100.0 100.0
Relief familfes. ____. 5.1 kYN ) 17.1 50 36.8 14.1
Nonrellef fam|lies...| 4.9 62,5 §2.9 05.0 63.8 85.9
Nonrellel families with
income:
18.8 20.0 2.8 21.0 31,2 27,0
a1.8 18.2 21.9 2.0 18.7 221
DX | 10.0 18.3 1B.8 0.6 104
18.7 8.8 2.7 18.4 4.8 12,3
10. 4 1.4 5.5 s 1.3 5.4
8.1 A 2.6 5.2 .2 2,7
Dectle household In-
come; ?
Lowest decile....... 350 $200 328 500 $200
Becond decile. ... 000 150 600 850 350 875
Third decile. . 1, 160 00 1,100 500 78
Fourth declle. 1,378 025 976 | 1,328 600 050
Medlan....... - L 600 % | 1,176 1, 650 725 1,150
Bixth decile......... 1,875 00 | 1,426 | 1,810 R75 1,400
-Baventh decile..__.. 2,200 | 1,078 1,726 | 2,125 1,050 1, 700
Elghth deelle....... 2, 700 1,400 2,05 2, GO0 1,35 2,025
Highest decile......| 3,760 1,800 2,750 3, 600 1,750 2,740

¥ Data from the Family Composition Study.

1 Includes spouses of gainful workers.

1 Computed by the freehand method. The incomes of relief familles are sct
al less than $850, and it i3 assumed that the incomes of nonrcliel families in
the Interval under $1,000 rango from $630 to $699,
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parativoly high proportion of farmors, employers,
and self-employed persons. The group includes
also somo of tho most highly paid workors in th,
various professions who, because of their ability
and oxperience combined with good physica)
hoalth, continue working beyond the age at which
average workers can no longer rotain their jobs.

The contrest betweon wealth and poverty in
the advanced age group is reduced if the aged still
at work aro segregated from thoso no longer in the
labor force. Similarly, a clear distinction shoulq
bo made botween families with aged gainful work.
ers and those with superannuated persons not in
the labor force. The differonce in the economic
lovel of these two groups of families is illustrated
by table 4, in which multi-family houscholds with
persons of 65 years and over, canvassed by tho
Family Composition Study, are classifiod by work
status of the aged and houschold income., Ap-
proximately one-third of the aged gainful workers
in theso families wore out of work at the time of
oenumeration, and, since it may be questioned
whother they still belonged to the labor force, they
aro tabulated separately.

It appears that multi-family houscholds with
aged members gainfully employed were better off
than tho rest of the multi-family houscholds.
Theo fact that, on the average, the economic con-
dition of all persons of 65 and over in 1935-36
was less favorable than those in the younger age
classes is aceounted for oxclusively by the low
income level of the aged not in the labor force.
By a rough incesurement, the incomes of house-
holds with aged members not in the labor force
were lowor than those of houscholds with aged
gainful workers by the following amounts:

In porcent of
In dollars fanidly inceme
Decilos
Men Women Men Women

$28 200} 41 10
300 178 33 32
300 325 N a
400 378 2 A
425 4108 @i a
4560 410 24 2
475 423 72 o€
050 878 1| n
1,000 B0 27 4

The losges of families with retired superannu-
ated membeors varied from less than $20 monthly
at the lowest end of tho frequency distribution to
moro than $80 at its upper end. The following
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are the monthly amounts of losses n.t. the specified
points of the distribution:

Dyl Ds | Dy Di | M Do | Dy | Da| I

reeee-e-| GIO| $28 | $30 | £33 835 [$17.5] $i0
{'\"?glon.._.-.... 17 23 28 4.0

'Mhese figures suggest that old-age benefits
ranging from $20 to approximately $80 a month
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would compensate families for the loss in income
of their aged members. It should be pointed out,
however, that the figures above relate to fo.mnlwa
canvassed by the Family Composition Study in
1035-36 and show family incomes at an carly
phase of recovery from the dopression. Bonefits
would have to be appreciably higher in order to
fit the ecconomic conditions of 1941 or 1942,
Specifieally, the median benefit would have to
approach $50 rather than $35.
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