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A b s t r a c t  

U s i n g  t h e  1983 S u r v e y  o f  Consumer F i n a n c e s ,  t h i s  s t u d y  a n a l y z e s  t h e  

w e a l t h  h o l d i n g s  of families w i t h  incomes below t h e  p o v e r t y  l i n e .  The paper  

h a s  f i v e  p r i n c i p a l  f i n d i n g s .  F i r s t ,  r e l a t i v e  t o  f a m i l i e s  w i t h  income above  

t h e  p o v e r t y  1 i n e ,  poor families had h i g h e r  r a t i o s  of  mean and  median t o t a l  

h o u s e h o l d  w e a l t h  (0.28 and 0.30, r e s p e c t i v e l y )  of t h e  w e a l t h  of t h e  non-poor 

t h a n  of  income (0.1 7 and  0.20), b u t  t h e  r a t i o  of mean f u n g i b l e  w e a l t h  was 

c a n p a r a b l e  t o  t h a t  of income (0.19). Second,  t h e  a v e r a g e  p o r t f o l i o  

compos i t i on  o f  w e a l t h  w a s  q u i t e  d i f f e r e n t  among f a m i l i e s  below and above  t h e  

p o v e r t y  l i n e :  t h e  poor h e l d  77 pe rcen t  of t h e i r  n e t  w o r t h  i n  t h e  form of 

home e q u i t y ,  d u r a b l e s ,  and  i n v e n t o r i e s ;  t h e  non-poor, 52 pe rcen t .  T h i r d ,  

a v e r a g e  w e a l t h  i n c r e a s e d  s t e a d i l y  w i t h  a g e  among f a m i l i e s  a b o v e  t h e  p o v e r t y  

l i n e ,  b u t  peaked a t  m i d d l e  age ,  t h e n  d e c l i n e d ,  among t h e  poor. A s  a r e s u l t ,  

t h e  r a t i o  of a v e r a g e  w e a l t h  between e l d e r l y  poor and  non-poor f a m i l i e s  was 

c o n s i d e r a b l y  less t h a n  t h e  co r r e spond ing  r a t i o  among t h e  young and  m i d d l e  

aged. F o u r t h ,  t h e  d i s t r i b u t i o n  of w e a l t h  was s l i g h t l y  more e q u a l  among poor 

f a m i l i e s  t h a n  among f a m i l i e s  n o t  i n  pove r ty .  Among t h e  young a n d  t h e  o l d ,  

however,  t h e r e  was c o n s i d e r a b l y  l e s s  i n e q u a l i t y  of w e a l t h  among t h e  poor t h a n  

t h e  non-poor, b u t  t h e r e  was g r e a t e r  w e a l t h  i n e q u a l i t y  among poor midd l  e a g e d  

f a m i l i e s .  F i f t h ,  t h e  i n c l u s i o n  of pens ion  w e a l t h  i n  t h e  househo ld  p o r t f o l i o  

i n c r e a s e d  t h e  d i s p a r i t y  o f  w e a l t h  between f a m i l i e s  below and above  t h e  p o v e r t y  

l i n e ,  b u t  s o c i a l  s e c u r i t y  w e a l t h  had t h e  o p p o s i t e  e f f e c t ,  c l o s i n g  t h a t  gap 

somewhat. I conc lude  t h a t  t h e  s o c i a l  s e c u r i t y  sys tem has  made a  s i g n i f i c a n t  

c o n t r i b u t i o n  t o  improv ing  t h e  w e l l - b e i n g  of t h e  poor,  a l t h o u g h  much of  its 

e f f e c t  is t o  o f f s e t  t h e  h i g h e r  p r i  v a t e  pens ion  w e a l t h  o f  t h e  non-poor. 



S o c i a l  S e c u r i t y ,  Pens ions ,  and t h e  Wealth Holdings  of t h e  Poor 

I. I n t r o d u c t i o n  

Recent work o n  p o v e r t y  h a s  focused  on  its p e r s i s t e n c e  among f a m i l i e s .  

Bane and El lwood (1 983) h a v e  e s t i m a t e d  t h e  dynamics of p o v e r t y  spells among 

f a m i l i e s .  Beach (1977). Thornton,  A g n e l l o ,  and Link (1978) h a v e  looked  a t  

income d i s t r i b u t i o n  and t h e  p o v e r t y  r a t e  o v e r  t h e  b u s i n e s s  c y c l e .  B l a n k  

(1985) h a s  extended p a r t  of her  p r e v i o u s  a n a l y s i s  t o  t h e  c y c l i c a l  behav io r  of 

v a r i o u s  i n c m e  components. F i n a l  1 y, Hol den, Bur khauser,  and Myers (1 985) h a v e  

i n v e s t i g a t e d  t h e  dynamics of p o v e r t y  among t h e  e l d e r l y .  

One i m p l i c a t i o n  of s u c h  s t u d i e s  is t h a t  c u r r e n t  income may not  be t h e  

b e s t  i n d i c a t o r  of p o v e r t y  s t a t u s .  A b e t t e r  measure of  p o v e r t y  s t a t u s ,  and 

a l s o  a more c a n p r e h e n s i v e  measwe of f a m i l y  w e l l - b e i n g ,  may be f a m i l y  w e a l t h ,  

s i n c e  w e a l t h  r e f l e c t s  accumulated 1 ifetime income ( t o  p r e s e n t  age). Thus, 

some f a m i l i e s  found below t h e  p o v e r t y  1 i n e  on  t h e  b a s i s  of c u r r e n t  income may 

have en joyed  r e l a t i v e l y  prosperous  pe r iods  i n  p r e v i o u s  years.  For t h e s e  

f a m i l i e s ,  p o v e r t y  may be a t r a n s i t o r y  c o n d i t i o n ,  based on a temporary pe r iod  

of unemployment, i l l n e s s ,  o r  t h e  l i k e ,  o r  on a r e c e n t  change i n  f a m i l y  s t a t u s ,  

s u c h  as d i  vorce. These  f a m i l i e s  may h o l d  a r e l a t i v e 1  y  h i g h  l e v e l  of w e a l t h .  

For o t h e r s , p o v e r t y  may be a more o r  less p e r s i s t e n t  f e a t u r e  of  t h e i r  l i f e  

h i s t o r y .  Such f a m i l i e s  may c o n s i s t  of  a non-working pa ren t  w i t h  s e v e r a l  

c h i l d r e n  and no p r e v i o u s  l a b o r  f o r c e  p a r t i c i p a t i o n ,  and t h e y  may h a v e  had a 

l o n g  h i s t o r y  of low-income years.  A s  a r e s u l t ,  t h e i r  w e a l t h  h o l d i n g s  may be 

low even  r e l a t i v e  t o  c u r r e n t  income. 

T h i s  s t u d y  a n a l y z e s  the  w e a l t h  h o l d i n g s  of t h e  poor,  a d d r e s s i n g  a  number 

of i s s u e s .  F i r s t ,  are t h e  poor (by which I mean f a m i l i e s  w i t h  income below 

t h e  o f f i c i a l  p o v e r t y  l i n e )  r e l a t i v e l y  b e t t e r  o f f  o r  worse o f f  i n  terms of 



w e a l t h  than  i n  terms of income? Second, do t h e  poor h o l d  d i f f e r e n t  forms of 

w e a l t h  t h a n  f a m i l i e s  above t h e  pover ty  l i n e ?  T h i s  might be expected a  p r i o r i ,  -- 
s i n c e  t h e  poor a r e  l i k e l y  t o  h o l d  w e a l t h  l a r g e l y  f o r  immediate consumption and 

t h e i r  w e a l t h  may l a r g e l y  t a k e  t h e  form of owner-occupied housing,  consumer 

d u r a b l e s ,  and household i n v e n t o r i e s .  I f  such is the  case ,  how would t h e  poor 

f a r e  r e l a t i v e  t o  t h e  non-poor i n  terms of l i q u i d  and inves tment  wea l th?  

T h i r d ,  do t h e  poor f a c e  s e v e r e  c r e d i t  c o n s t r a i n t s  on borrowing and hence 

have  a  s u b s t a n t i a l l y  lower debt-equi ty  r a t i o  t h a n  t h e  non-poor? Four th ,  how 

does t h e  w e a l t h  of t h e  poor vary  o v e r  t h e  1 i f  e  c y c l e ?  Do poor f  m i l  i e s  

accumulate  w e a l t h  f o r  r e t i r ement?  Is t h e  l i f e  c y c l e  model of s a v i n g s  

a p p r o p r i a t e  f o r  t h e  poor ( see  Modig l i an i  and Blumberg, 1954, Ando and 

Modigl i a n i ,  1963, o r  Wolff ,  1981)? Is t h e i r  a g e w e a l  t h  p r o f i l e  humgshaped? 

F i f t h ,  i f  t h e  w e a l t h  of the.  poor is conver ted  t o  an income of  a n n u i t y  f l o w ,  

and t h i s  a n n u i t y  is i n c l u d e d  as p a r t  of f a m i l y  income, how would t h i s  a f f e c t  

t h e  c a l c u l a t i o n  of t h e  pover ty  r a t e ?  

S i x t h ,  what f r a c t i o n  of those  f a m i l i e s  below t h e  pover ty  l i n e  have 

r e l a t i v e l y  h igh w e a l t h  and what form does t h i s  w e a l t h  t ake?  Seven th ,  how 

unequal is t h e  d i s t r i b u t i o n  of wea l th  among poor f  m i l  i e s  i n  comparison t o  

f a m i l i e s  above t h e  pover ty  l i n e ?  Eighth ,  how does t h e  i n c l u s i o n  of s o c i a l  

s e c u r i t y  and pension w e a l t h  i n  t h e  household p o r t f o l i o  a f f e c t  t h e  w e a l t h  

h o l d i n g s  of t h e  poor r e l a t i v e  t o  t h o s e  f a m i l i e s  above t h e  pover ty  l i n e ?  What 

p ropor t ion  of poor and non-poor f a m i l i e s  have t h e s e  forms of wea l th?  What a r e  

t h e  r e l a t i v e  magnitudes between t h e  two groups? I n s o f a r  as s o c i a l  s e c u r i t y  is 

a  government t r a n s f e r  program, how has t h i s  a spec t  of government pol i c y  

a f f e c t e d  t h e  d i s t r i b u t i o n  of augmented household wea l th?  

The s t u d y  uses  t h e  1983 Federa l  Reserve  Board v e r s i o n  of  t h e  Survey  of  

Consumer Finances  (SCF). T h i s  sample c o n s i s t s  of 3,824 f a m i l i e s ,  but  does n o t  



c o n t a i n  t h e  high-income supp lemen t  which h a s  r e c e n t l y  been added t o  t h e  f i l e .  

The  SCF c o n t a i n s  a  r i c h  v a r i e t y  of demographic i n f o r m a t i o n ,  as well as 

d e t a i l e d  income and w e a l t h  p o r t f o l i o  d a t a  f o r  each  h o u s e h o l d  i n  t h e  sample .  

I n  p a r t i c u l a r ,  v a r i a b l e s  o n  t o t a l  f a m i l y  income, f a m i l y  s ize ,  and  a g e  of 

f a m i l y  members are a v a i l a b l e ,  which a l l o w  i d e n t i f i c a t i o n  o f  f a m i l i e s  1 i v i n g  

below t h e  p o v e r t y  l i n e .  

A l l  r e s u l t s  are we igh ted ,  u s i n g  w e i g h t s  p r o v i d e d  i n  t h e  FRB sample.  The 

w e i g h t s  r e f l e c t  three f a c t o r s :  ( i)  nonresponse  e r r o r ,  ( i i )  s e l e c t i o n  

p r o b a b i l i t y ,  and ( i i i )  p o s t - s t r a t i f  i c a t i o n .  

The  r ema inde r  of t h e  paper  is d i v i d e d  i n t o  f i v e  p a r t s .  Part I1 p r e s e n t s  

a compar ison  of t h e  p u b l i s h e d  U.S. Census Bureau C u r r e n t  P o p u l a t i o n  Repor t  

estimates and t h o s e  based  o n  t h e  SCF. P a r t  I11 p r e s e n t s  c o m p a r a t i v e  r e s u l t s  

o n  mean and median f a m i l  y  income by s o u r c e  f o r  t h e  p o p u l a t i o n s  above  and below 

t h e  p o v e r t y  l i n e .  P a r t  I V  g i v e s  r e s u l t s  o n  t h e  r e l a t i v e  w e a l t h  h o l d i n g s  of 

t h e  poor and  t h e  non-poor p o p u l a t i o n .  P a r t  V ex t ends  t h e  househo ld  b a l a n c e  

s h e e t  t o  i n c l u d e  pens ion  and s o c i a l  s e c u r i t y  w e a l t h .  C o n c l u d i n g  comments 

appea r  i n  p a r t  V I .  A d e s c r i p t i o n  of  t h e  raw d a t a  can be found  i n  S u r v e y  

Resea rch  C e n t e r  (1 983). D e t a i l s  on d e f i n i t i o n s  of  income and  w e a l t h  can be 

found i n  t h e  Appendix. 

11. A Comparison of  t h e  SCF wi th  Census Data  

Be fo re  beg inn ing  t h e  a n a l y s i s ,  i t  is u s e f u l  t o  compare SCF r e s u l t s  w i t h  

p u b l i s h e d  Census  Bureau r e s u l t s  on t h e  p o v e r t y  ra te  and o n  income l e v e l s  ( s e e  

T a b l e  1). The o f f i c i a l  p o v e r t y  s t a t i s t i c s  f o r  1982 i n d i c a t e  t h a t  12.2 p e r c e n t  

of a l l  f a m i l i e s  o r  u n r e l a t e d  i n d i v i d u a l s  had f a m i l y  income below t h e  p o v e r t y  

l i n e  (CPR, T a b l e  341.' C a l c u l a t i o n s  from t h e  SCF i n d i c a t e  a p o v e r t y  r a t e  of 

12.6 p e r c e n t  f o r  f a m i l i e s ,  s l i g h t l y  above  t h a t  of t h e  o f f i c i a l  r a t e .  The 



Table 1 

A Comparison of Results from Current Population Reports 
(1982 data) and the Survey of Consumer Finances (1983 data) 

. ~- 
Ratio of 

C P R ~  SCF SCF/CPR 

1 .  Poverty Rate 

a Individuals 
b Families 

2. Mean Family Income by Type, 
for A l l  Families 

a )  Wage and Salary Income 
b) Selfaemployment Income 
c )  Dividends, Interest ,  and Rent 
d )  Social Security 1ncomeb 
e )  Other Transfer Income= 
f ) Pens ions, Amui t y  , Alimony 

and other Income 
g) Total Family 1ncomed 

3. Mean Family Income by Type, for 
Familes below the Poverty Line 

a )  Wage and Salary Income 
b) Self4employment Income 
c )  Dividends, Interest ,  and Rent 
d)  Social security 1ncomeb 
e )  Other Transfer IncomeC 
f ) Pensions, Annuity, Alimony, 

and Other Income 
g ) Total Fami ly  1ncomee 

a. Source is U.S. Bureau of the Census, Current Population Reports, Series P-60, No. 144, 
Characteristics -- of the Population Below the Poverty Level: 1982, U.S. Government 
Printing Office, Washington, D.C., 1984. 

b. Includes retirement and survivors' benefits, permanent disabili ty insurance payments, 
and railroad retirement benefits. 

c. In the CPR, t h i s  entry is defined as the sum of AFDC, SSI, unemployment and workers' 
compensation, veterans' payments, and other (cash) pnblic assistance; in  the SCF, t h i s  
entry is defined as the sum of AM=, AFDC, food stamps, SSI, and other public assistance. 

d. In the SCF, to ta l  family income is reported as a separate entry. Because of t h i s  and 
missing information for individual income components, the sum of income components w i l l  
not necessarily equal to ta l  family income. In th i s  case, the means of income components 
sum to  24,327, 89 percent of mean to ta l  family income. 

e. See previous footnote. In th i s  case, the mean values of the income components sum to  
5,146, almost equal to  reported mean to t a l  family income. 



probable cause of t h i s  s l i gh t  overrepresentation of the poverty population is  

the s l i g h t  underreporting of family income (see be lo^).^ On the other hand, 

the o f f i c i a l  poverty r a t e  for individuals i s  15.0 percent, in  contrast t o  a 

13.3 percent r a t e  calculated from the SCF. The reason is that  average family 

s i ze  among poor families was only s l i g h t l y  larger  than that  among non-poor 

families. The probable cause of t h i s  is that  there is an underrepresentation 

of non- poor, sing1 e- indi vidual households i n  the SCF. 

Panel 2 of Table 1 contrasts  mean incane by component, as reported i n  the 

CPR and the SCF. Average self-employment income, property income and t o t a l  

family income are quite c lose  i n  the two surveys. Wage and sa la ry  income is 

16 percent lower i n  the SCF, while socia l  securi ty income is  43 percent lower. 

Other t ransfer  income is 28 percent lower i n  the SCF, despite the  fac t  that  

SCF definit ion includes food stamps and other unspecified assistance,  whereas 

the Census definit ion excludes a1 1 in- kind benefits. The miscellaneous income 

category is twice as great i n  the SCF than the CPR, though t h i s  discrepancy 

may be l a rge ly  due t o  difference i n  definition. Similar  s t a t i s t i c s  a re  shown 

for poverty populations fran the two sources i n  Panel 3. The pattern is 

s imilar  t o  Panel 2 ,  except tha t  socia l  securi ty income and other transfer 

income are quite close i n  the two sources. 

111. Comparative Income S t a t i s t i c s  

Table 2 presents some comparative income s t a t i s t i c s  on families below the 

poverty l i n e  and those above. Panel 1 shows r e l a t i v e  income receipts across 

a l l  age groups for the poor and the non-poor. O n l y  45 percent of poor 

families reported receiving wage and salary  income, in  contrast t o  83 percent 

of families above the poverty l ine .  Five percent of poor families received 

self-employment earnings, compared t o  1 1 percent of non-poor f amil ies. Among 



Table 2 

Family Income by  Type, Poverty S ta tus ,  and ~~e~ 

Proportion of Families 
Receiving Component 

Poor/ 
Nond 

Poor Non+Poor Poor 

Mean Value of Component 
f o r  Recipients Only 

Poor/ 
NonH 

Poor NonnPoor Poor 

a )  Wage and Salary Income 0.454 0.833 0.55 
b )  S e l f  @employment Income 0.045 0.109 0.41 
c )  Dividends, I n t e r e s t ,  and Rent 0.126 0.524 0.24 
d )  Social  Securi ty Income 0.189 0.144 1.31 
e )  Pension Income 0.041 0.100 0.41 
f )  Total Family Income 1.000 1.000 1.00 

Memo: Median Family Income - - - 

. Under 65 
-grand sa l a ry  Income 0.582 0.933 0.62 
b ) Self  remployment Income 0.057 0.114 0.50 
c )  Dividends, I n t e r e s t ,  and Rent 0.119 0.493 0.24 
d )  Social  Securi ty Income 0.060 0.029 2.07 
e )  Pension Income 0.026 0.045 0.58 
f )  Total Family Income 1.000 1.000 1.00 

Memo: Median Family Income H ci 

3. 65 o r  Over 
3 W a g e d  Salary 1ncome 0.055 0.303 0.18 
b ) Sel f  &employment Income 0.008 0.083 0.10 
c )  Dividends, I n t e r e s t ,  and Rent 0.151 0.699 0.22 
d )  Social  Securi ty Income 0.603 0.771 0.78 
e )  Pension Income 0.089 0.395 0.23 
f )  Total Family Income 1.000 1.000 1.00 

Memo : Median Family Income - .. , .? -. 

a. I n  the SCF, there  is no category for  head of household. A family I s  c l a s s i f i e d  a s  
under 65 i f  ne i ther  t h e  respondent nor spouse was 65 or over in age, and 

65 o r  ove r  i f  one o r  the  other  was over  64 years of age. 



poor f a m i l i e s ,  1 3  percent r e c e i v e d  some form of p roper ty  income, i n  c o n t r a s t  

t o  52 percent  of non-poor f a m i l i e s .  About 19 percent  of poor f a m i l i e s  

r e p o r t e d  some form of s o c i a l  s e c u r i t y  income ( i n c l u d i n g  r e t i r e m e n t ,  

su rv ivors ' r  d i s a b i l  i t y  and r a i l r o a d  r e t i r e m e n t  b e n e f i t s ,  but  exc lud ing  

Suppl m e n t a l  S e c u r i t y  Income), i n  c o n t r a s t  t o  14  percent  of f a m i l i e s  above t h e  

p o v e r t y  l i n e .  T h i s  f i g u r e  i s  q u i t e  low compared t o  pub l i shed  CPR r e s u l t s  

(Table  34),  which show t h a t  23.8 percent of t h e  non-poor r e c e i v e d  s o c i a l  

s e c u r i t y  income. Only 4 percent  of poor f a m i l i e s  r e c e i v e d  p r i v a t e  pension 

b e n e f i t s ,  w h i l e  10 percent  of t h e  non-poor r e c e i v e d  pension income. 

Mean f a m i l y  income among poor f a m i l i e s  was $5,101 i n  1982 and t h a t  among 

t h e  non-poor was $30,293. The r a t i o  between t h e  two means is 0.17. Median 

f a m i l y  income among poor f a m i l i e s  was $4,613 and t h a t  among t h e  non-poor was 

$23,458, f o r  a r a t i o  of 0.20.3 The l a r g e r  r a t i o  i n  median f a m i l y  income is 

due t o  approximately  symmetric d i s t r i b u t i o n  among t h e  non-poor. The r a t i o s  i n  

mean income by component, among r e c i p i e n t  f a m i l i e s  o n l y ,  between t h e  two 

samples f a l l  between about a s i x t h  and a f o u r t h ,  except  f o r  s o c i a l  s e c u r i t y  

income, where t h e  r a t i o  is over  h a l f .  

I n  p a n e l s  2 and 3 of T a b l e  2, t h e  same s e t  of s t a t i s t i c s  is shown f o r  

f a m i l i e s  under 65 years  of age and 65 or  o v e r  ( see  f o o t n o t e  a of T a b l e  2 f o r  

d e f i n i t i o n s  of t h e  age c l a s s e s ) .  A higher percentage of both poor and non- 

poor f a m i l i e s  under 65 r e c e i v e d  l a b o r  income and a lower percentage s o c i a l  

s e c u r i t y  and pension income. The r a t i o  i n  mean income v a l u e s  by component is  

a lmos t  i d e n t i c a l  among f a m i l i e s  under 65 a s  among a l l  f a m i l i e s .  

Among f a m i l i e s  aged 65 o r  o v e r ,  30 percent  of non-poor f a m i l i e s  r e c e i v e d  

wage and s a l a r y  income and 8 percent r e c e i v e d  self-employment income, i n  

c o n t r a s t  t o  o n l y  6 percent  of poor f a m i l i e s  r e p o r t i n g  wage and s a l a r y  income 



and 1 percent reporting self-employment income. Moreover, average labor 

earnings were almost 20 times greater among non-poor rec ipients  than among 

poor recipients. Sixty percent of poor famil ies  65 or over reported soc ia l  

secur i ty  incane, while 77 percent of the non-poor did. The r a t i o  in average 

soc ia l  securi ty income among these recipients  i n  the two samples is 0.54. 

Almost 40  percent of e l  der l  y non- poor f a m i l  i e s  recei  ved p r i  vate pension 

income, i n  contrast t o  only 9 percent of poor famil ies ,  and average pension 

benefits were over three times greater among e l  der l  y non- poor f a m i l  i es. 

Average income was lover among the e lde r1  y than among the non-elder1 y, b u t  the 

r a t i o  in average family incane between the poor and non-poor e l d e r l y  is about 

the same as that  between the t o t a l  poverty population and the t o t a l  non- 

poverty population. 

I V .  Relative Wealth Holdings of the Poor and Non-Poor 

Table 3 shows a breakdown of wealth by asset  and 1 l a b i l i t y  fo r  the poor 

and non-poor. Unless otherwise noted, a l l  wealth components a re  valued in  

terms of market or cash surrender value (see Table A.l f o r  the f u l l  household 

balance sheet and the Appendix fo r  the def in i t ion of each component). 

Almost 31 percent of poor famil ies  owned the i r  own homes (including 

mobile homes) i n  1 9 8 3 , ~  and the average value among homeowners w a s  37 thousand 

dol lars .  The homeownership r a t e  among non-poor famil ies  was 66 percent, 

almost double tha t  of poor f an i l  i e s ,  and its average value among owners was 71 

thousand do1 1 ars ,  about double that  among poor homeowners. Almost half  of a1 1 

poor families owned a t  l e a s t  one vehicle,  and the average value was $3,200. 

Almost 90 percent of non-poor famil ies  owned a t  l e a s t  one vehicle,  about 

double the ownership r a t e  among poor f a m i l  i e s ,  and its average value was 

$6,800, over twice that  of poor families. By construction, a l l  famil ies  a re  



Table  3 

Family Wealth b y  Component and Poverty S t a t u s  

Proportion of Fami l i es  
with Asset ( L i a b i l i t y )  

Mean Value of Asset 
( L i a b i l i t y )  f o r  Owners Only 

Poor/ 
Nonsi 

Poor Nonnpoor poor 

Poor/ 
NOn* 

Poor NOnSPOOr poor Component 

I .  T o t a l  ~ s s e t s  
a )  OwnersJOccupied Housing 
b Vehicles  
c )  Other Consumer Durables 
d ) I n v e n t o r i e s  
e )  Demand Depos i t s  
f) Savings Deposi ts ,  C D s ,  e t c O a  
g)  Insurance  and Pension 

C S V ~  
h ) Unincorporated Business 

Equi ty  
i )  Investment Real Estate 
j ) F i n a n c i a l  S e c u r i t i e s  , 

Stocks ,  and Other ~ s s e t s ~  

2. T o t a l  L i a b i l i t i e s  
a )  Mortgage Debt 
b )  Other Debt 

3. Net Worth 1.000 1.000 1.00 1:10;43500 109.945 0.28 
Memo: M e d h  Net Worth 4 8 d 38,500 0.30 

a .  T h i s  a l s o  inc ludes  t ime d e p o s i t s ,  money market funds ,  c e r t i f i c a t e s  of 
d e p o s i t ,  and I R A  and Keogh accounts.  

b. CSV: cash sur render  value. 

c . This  ca tegory  inc ludes  a l l  government bonds, including U .S . sav ings  bonds ; 
c o r p o r a t e ,  fo re ign ,  and o t h e r  bonds; c o r p o r a t e  s t o c k ;  mortgage a s s e t s ;  bonds, 
p rec ious  meta l s ,  jewelry and a r t ,  loans  t o  f r i e n d s  and r e l a t i v e s ,  and t h e  cash 
sur render  value  of  company savings  plans .  



imputed o t h e r  consumer d u r a b l e s  as w e l l  as household  i n v e n t o r i e s  ( s e e  t h e  

Appendix). The average  v a l u e  of o t h e r  consumer d u r a b l e s  owned by poor f a m i l i e s  

was a lmos t  t h r e e  f o u r t h s  of t h a t  owned by t h e  non-poor, and t h e  a v e r a g e  v a l u e  

of t h e  household i n v e n t o r i e s  of t h e  poor w a s  l e s s  than t h a t  of t h e  non-poor. 

Over a t h i r d  of poor families had a t  least one checking account  and 31 

percent  had a s a v i n g s  account o r  some o t h e r  form of l i q u i d  a s s e t .  I n  

c o n t r a s t ,  84 pelEent of non-poor f a m i l i e s  had a t  l e a s t  one checking account  and 

t h r e e  q u a r t e r s  had a s a v i n g s  account o r  some o t h e r  type  o f  l i q u i d  a s s e t .  

Among d e p o s i t o r s ,  t h e  a v e r a g e  ba lance  of demand d e p o s i t s  f o r  non-poor f a m i l i e s  

w a s  o v e r  t h r e e  t imes  that of poor f a m i l i e s  and t h e  average  ba lance  of t h e s e  

o t h e r  l i q u i d  a s s e t s  w a s  o v e r  f i v e  t imes  as grea t .  

About a t h i r d  t h e  number of poor f a m i l i e s  r e l a t i v e  t o  t h e  non-poor had 

e q u i t y  i n  an unincorporated bus iness ,  and an a lmos t  i d e n t i c a l  r a t i o  e x i s t e d  

f o r  inves tment  r e a l  e s t a t e .  However, t h e  average  v a l u e  of  unincorporated 

bus iness  e q u i t y  among owners from poor f a m i l  i e s  w a s  a lmos t  e q u a l  t o  t h a t  among 

t h o s e  owners above t h e  pover ty  l i n e ,  and t h e  average  v a l u e  of inves tment  r e a l  

e s t a t e  h o l d i n g s  among poor owners was almost  h a l f  t h a t  of non-poor owners. 

Only  10 pe rcen t  of poor f a m i l i e s  owned s a n e  form of f i n a n c i a l  s e c u r i t i e s  

( i n c l u d i n g  U.S. s a v i n g s  bonds) and on1 y 2 percent  of them h e l d  c o r p o r a t e  s t o c k  

(no t  on t a b l e ) .  Moreover, t h e  average h o l d i n g  of t h i s  c l a s s  of a s s e t s  was 10 

t imes  as g r e a t  among owners above t h e  pover ty  1 i n e  a s  owners below t h e  pover ty  

1 ine .  

On t h e  l i a b i l i t y  s i d e ,  7 percen t  of poor f a m i l i e s ,  o r  21 pe rcen t  of poor 

homeowners, he1 d mortgage d e b t ,  i n  c o n t r a s t  t o  34 percent  of non-poor 

f a m i l i e s ,  o r  52 pe rcen t  of non-poor homeowners. The average  v a l u e  of 

o u t s t a n d i n g  mortgage debt  among mortgagees below t h e  pover ty  l i n e  was $21,000, 

and t h e  average  r a t i o  of mortgage debt  t o  house market v a l u e  among poor 



homeowners was 0.12. For mortgagees above the poverty l i n e ,  the average value 

of thei r  outstanding mortgage loans was $29,000, and for non-poor homeowners, 

the average r a t i o  of mortgage debt t o  house value was 0.21, about double that  

for poor homeowners. Almost a t h i r d  of poor families had some form of non- 

mortgage debt, compared t o  58 percent of families above the poverty 1 ine. 

Among debt holders, the average value of other debt for poor f m i l  i e s  was 

almost three quarters that  of other families. 

The average value of t o t a l  assets  (Table 3) for poor families w a s  

$32,600, that  of famil ies  above the poverty l i n e  was $1 22,000, and the 

corresponding r a t i o  between the two is 0.27. T h i s  compares t o  a r a t i o  i n  mean 

family income (Table 2) of 0.17 between the two groups. The average debt 

(including home mortgages) for  a l l  poor families was $1,917 and tha t  for  

families above the poverty l i n e  was $1 1,571 (not shown on tables) .  A s  a 

r e s u l t ,  Table 4 shows that  the r a t i o  in  average net worth between the two 

groups i s  0.28, s l i g h t l y  higher than that of mean assets. Median net worth for  

poor famil ies  was $1 1,400, 38 percent of the group's mean net worth. The 

r a t i o  i n  median net worth between poor and non-poor families i s  0.30, greatsr  

than the 0.20 r a t i o  i n  median family income. 

A s  we can see from Table 4, the r e l a t i v e l y  high net worth of poor 

famil ies  is due primarily t o  two components: net equity i n  owner-occupied 

housing, and consumer durables and inventories. The mean value.of home equity 

among poor famil ies  was 27 percent that of non-poor famil ies ,  and the mean 

value of durable and inventories among poor families was 65 percent that  of 

the  non-poor. Together, home equity, durables, and inventories were 77 

percent the net worth of poor families,  compared t o  52 percent that  for 

famil ies  above the poverty 1 ine. The only other assets  of appreciable 



Table 4 

Mean Family Wealth by Component, Poverty S t a t u s ,  and ~ g e ~  

A l l  Ages I Under ~ g e  35 

Poor/ 
Nonl 

Poor NonnPoor Poor 

Poor/ 
Nona 

Poor NongPoor Poor 

Wealth Component 
1 . Net ~ q u i t y  i n  Ounerp 

occupied Housing $9,993 $36,661 0.27 
2. Durables and Inventory 13,524 20,659 0.65 
3. Demand Deposi ts ,  Savings  

Deposi ts ,  Insurance CSV, etc. b 818 13¶057 0.06 
4. Unincorporated Business 

Equity 4,172 13,402 0.31 
5. Investment Real E s t a t e  2,403 15,604 0.15 
6. F inanc ia l  S e c u r i t i e s ,  

S tocks ,  and Other ~ssets' 307 12,684 0.02 
7. NondMortgage Debt (867) (2,122) 0.41 
N e t  Worth 
A. To t a l  Net Worth 
9.  N e t  Worth Less Durables 

and Inven tor ies  16,826 89,286 0.19 
C .  Net Worth Less Durables,  

Inventory,  and Consumer Debt 17,192 90,754 0.19 

Memo: Median Values o f  
A. To t a l  Net Worth 
9. Net Worth Less Durables 

and Inven tor ies  0 24,100 0.00 
C .  Net Worth Less Durables,  

Inventory,  and Consumer Debt 0 24,800 0.00 

Memo: Gin i  C o e f f i c i e n t  o f  
N e t  Worth 

( t a b l e  cont inues)  



Table 4 (continued) 

Mean Family Wealth by  Cmponent, Pover ty  S t a tu s ,  and jlgea 

Ages 3 9 6 4  

Poor/ 

Poor NonaPoor Poor 

Age 65 or Over 

Poor/ 
N0n.i 

poor NonePoor Poor 

weal th  Component 
1 . Net ~ q u i  t y  i n  owner% 

Occupied Housing 
2. Durables and Inventory 
3. Demand Deposi ts ,  Savings 

Deposi ts ,  Insurance CSV, etc. b 742 15,137 0.05 

4. Unincorporated Business 
Equity 10,223 17,193 0.68 

5. Investment Real E s t a t e  3,497 17,826 0.20 
6. Financ i a l  S e c u r i t i e s  , 

Stocks ,  and Other ~ssets' 402 13,418 0.03 
7. NonHMortgage Debt (1,222) (2,8321 0.43 
Net Worth 
A.  To t a l  Net Worth 
8 .  Net Worth Lesa Durables, 

and Inven to r i e s  29,328 108,809 0.27 
C.  Net Worth Lesa Durables, 

Inventory,  and Consumer Debt 29,966 110,927 0.27 

m: Median Values of 
A .  Total Net Worth 
8. Net Worth Less Durables, 

and Inven to r i e s  200 43,800 0.00 
C . Net Worth Less Durables , 

Inventory,  and Consumer Debt 200 45,200 0.00 

Memo: Gin i  Coe f f i c i en t  o f  
N e t  Worth 0.689 0.604 ---- 0.525 0.609 ---- - 

a .  A family  is c l a s s i f i e d  as under a g e  35 i f  t h e  age  of both respondent and spouse i s  under 
t h e  ind ica ted  age; between age  35 and 64 i f  both reapondent and wife a r e  under 65 and 
e i t h e r  is ove r  34; and a t  a g e  65 o r  o v e r  i f  t h e  age  of e i t h e r  spouse is g r e a t e r  than 64. 

b. Th i s  category includes  a l l  checking and sav ings  accounts ,  time depos i t s ,  c e r t i f i c a t e s  o f  
d e p o s i t ,  money market funds,  I R A  and Keogh accounts,  and t h e  cash sur render  va lue  (CSV) 
o f  insurance and pension plans.  

c. This  cateogry includes  all government bonds, including U.S. sav ings  bonds; co rpo ra t e ,  
fo re ign ,  and o the r  bonds; corpora te  stock; mortgage agse t s ;  boa t s ,  an t i ques ,  precious  
metals, jewelry and a r t ;  loans  t o  f r i e n d s  and r e l a t i v e s ,  and t h e  cash sur render  va lue  
of company savings plans.  



magnitude h e l d  by t h e  poor were unincorporated bus iness  e q u i t y  and inves tment  

r e a l  e s t a t e ,  which amounted t o  22 percent of t h e i r  a v e r a g e  n e t  worth. 

Moreover, mean bus iness  e q u i t y  among poor f a m i l i e s  was as high a s  31 pe rcen t  

of t h a t  among t h e  non-poor, and inves tment  r e a l  e s t a t e  among poor f a m i l i e s  

averaged 15 percent  t h a t  among f a m i l i e s  above t h e  pover ty  1 ine.  

A l l  o t h e r  a s s e t s  combined amounted t o  o n l y  4  percent  of t h e  n e t  worth of 

the  poor. Average ba lances  of demand d e p o s i t s ,  s a v i n g s  d e p o s i t s ,  and o t h e r  

l i q u i d  a s s e t s  among poor f a m i l i e s  amounted t o  o n l y  6  percent  t h a t  of t h e  non- 

poor. The r a t i o  i n  average  h o l d i n g s  of f i n a n c i a l  s e c u r i t i e s ,  s t o c k s ,  and o t h e r  

a s s e t s  between t h e  two groups is o n l y  0.02. T h i s  compares t o  a  corresponding 

r a t i o  of p roper ty  income of 0.05. 

The r a t i o  i n  t o t a l  l i a b i l i t i e s  ( i n c l u d i n g  mortgage d e b t )  t o  n e t  worth i s  

0.063 among poor f a m i l i e s ,  lower  t h a n  t h e  corresponding r a t i o  of 0.105 among 

t h e  non-poor. However, t h e  r a t i o  of non-mortgage debt  t o  worth is a c t u a l l y  

h igher  among poor f a m i l i e s  than among o t h e r s  -- 2.9 percent  compared t o  1.9 

percent.  The average  non-mortgage debt  of poor f a m i l i e s  w a s  41 pe rcen t  t h a t  

of t h e  non-poor. 

There  i s  reason  t o  b e l i e v e  t h a t  t h e  concept of n e t  worth used i n  T a b l e s  3 

and 4  does not  a c c u r a t e 1  y r e f l e c t  t h e  f u n g i b l e  o r  cash  s u r r e n d e r  v a l u e  of t h e  

household's  p o r t f o l i o .  The reason  is t h a t  d u r a b l e s  and i n v e n t o r y  a r e  i n c l u d e d  

as a s s e t s ,  though t h e y  a r e  v e r y  d i f f i c u l t  t o  c o n v e r t  i n t o  cash. I f  t h e s e  two 

i t ems  a r e  excluded from t h e  household p o r t f o l i o ,  a s  shown on Tab1 e  4, then t h e  

r a t i o  of " f u n g i b l e  wealth" betweeen poor and non-poor f  m i l  i e s  a v e r a g e s  0.1 9 ,  

a lmos t  i d e n t i c a l  t o  t h e  r a t i o  of mean f a m i l y  income between t h e  two groups. 

However, median f u n g i b l e  w e a l t h  among poor f a m i l i e s  is a c t u a l l y  c l o s e  t o  zero. 

I n  o t h e r  words, o n l y  h a l f  of poor f a m i l i e s  h e l d  f u n g i b l e  wea l th .  I f  consumer 

deb t  is a l s o  exc luded  from -- t h a t  is, added back -- t o  household w e a l t h  



( s i n c e  i t  is normal ly  secured  by household  d u r a b l e s ) ,  t h e  median v a l u e  of t h i s  

measure of w e a l t h  among t h e  poor remains a t  zero. 

There  is a l s o  s t r o n g  reason  t o  b e l i e v e  t h a t  t h e  r a t i o  of f u n g i b l e  w e a l t h  

between t h e  poor and t h e  non-poor is a c t u a l l y  o v e r s t a t e d  because of 

considenbl  e under repor t ing  of f i n a n c i a l  a s s e t s  and e q u i t i e s .  My e s t i m a t e  is 

t h a t  o n l y  40 percent  of t h e  t o t a l  v a l u e  of f i x e d  c l a i m s  and e q u i t i e s  h e l d  by 

households  is cap tu red  i n  t h e  FRB SCF sample  ( s e e  t h e  Appendix f o r  d e t a i l s ) .  

I n  a d d i t i o n ,  household  l i a b i l i t i e s  appear t o  be underrepor ted  by 53  percent .  

If t h e s e  assets and l i a b i l i t i e s  a r e  p r o p o r t i o n a t e l y  a d j u s t e d  t o  match t h e  

aggrega te  b a l a n c e  s h e e t  t o t a l s ,  t h e  r a t i o  of f u n g i b l e  n e t  worth between t h e  

poor and non-poor f a l l s  t o  0.1 6. 

Wealth by Age Group 

I n  T a b l e  4, poor f a m i l i e s  and non-poor f a m i l i e s  a r e  each sub-divided i n t o  

t h r e e  age  groups: under 35  ( t h e  young), 35 t o  64 (middle-aged),  and o v e r  65 

( e l d e r l y ) .  Wealth ho ld ings  by age group a r e  very  d i f f e r e n t .  Among t h e  poor,  

mean w e a l t h  was h ighes t  among t h e  middle-aged. Average w e a l t h  among poor 

f a m i l i e s  under 35 w a s  22 pe rcen t  t h a t  of middl e-aged poor f a m i l i e s ,  and mean 

w e a l t h  among t h e  e l d e r l y  poor w a s  64 percent  t h a t  of t h e  middle-aged poor. 

S i m i l a r  p a t t e r n s  by age group can be observed f o r  f u n g i b l e  wea l th .  I n  

c o n t r a s t ,  among f a m i l i e s  above t h e  pover ty  l i n e ,  mean w e a l t h  i n c r e a s e d  wi th  

age ,  from $48,000 among t h e  young t o  $1 32,000 among t h e  middle-aged t o  

$1 67,000 among t h e  e l d e r l y .  S i m i l a r  p a t t e r n s  a l s o  e x i s t  f o r  f u n g i b l e  wea l th .  

Median w e a l t h  p a t t e r n s  by age  group a l s o  d i f f e r  between f a m i l i e s  below and 

above t h e  pover ty  l i n e .  Among t h e  poor, t h e  median w e a l t h  p r o f i l e  by age  

group is a lmos t  f l a t ,  r i s i n g  by 34 percent  f r a n  t h e  young t o  t h e  middle-aged,  

and by another  6 percent  from t h e  middle-aged t o  t h e  e l d e r l y .  Among f a m i l i e s  



above t h e  pover ty  l i n e ,  median w e a l t h  among t h e  middle-aged was t r i p l e  t h a t  

among t h e  f a m i l i e s  under 35, and t h e  median w e a l t h  of t h e  e l d e r l  y was about 

e q u a l  t o  t h a t  of t h e  middle-aged. 

A s  a r e s u l t ,  r e l a t i v e  w e a l t h  between t h e  poor and non-poor d e c l i n e s  

s h a r p l y  wi th  age. The r a t i o  i n  mean n e t  worth between poor and non-poor 

f a m i l i e s  under 35 is 0.36, c o n s i d e r a b l y  h igher  t h a n  t h e  o v e r a l l  r a t i o  

i n  mean n e t  worth. T h i s  is a lmos t  e n t i r e l  y due t o  t h e  g r e a t e r  weight  of 

d u r a b l e s  and i n v e n t o r i e s  i n  t h e  household p o r t f o l i o  of t h e  young. 

If t h e s e  a s s e t s  a r e  exc luded ,  t h e  r a t i o  i n  f u n g i b l e  n e t  worth between t h e  

two groups is 0.18, about t h e  same as t h e  corresponding r a t i o  a c r o s s  a l l  age 

groups. The r a t i o  i n  mean n e t  worth between poor and non-poor f a m i l i e s  i n  t h e  

35-64 age group is 0.31, s l i g h t l y  h igher  t h a n  t h a t  a c r o s s  a l l  age groups. T h i s  

somewhat h igher  r a t i o  is almost  e n t i r e l y  a t t r i b u t a b l e  t o  t h e  v e r y  high v a l u e  

of unincorporated bus iness  e q u i t y  and inves tment  r e a l  e s t a t e  among t h e  poor 

f a m i l i e s  i n  t h i s  age group. I n  f a c t ,  t h e  r a t i o  of f u n g i b l e  n e t  worth between 

t h e s e  two age groups is 0.27, c o n s i d e r a b l y  h igher  t h a n  t h e  corresponding r a t i o  

a c r o s s  a l l  age  groups. 

Among t h e  e l d e r l y ,  t h e  r a t i o  of t h e  average n e t  worth of t h e  poor t o  t h a t  

of t h e  non-poor is 0.1 6, c o n s i d e r a b l y  lower t h a n  t h e  corresponding r a t i o  

a c r o s s  a l l  age groups and about equal  t o  t h e  r a t i o  of mean f m i l  y income 

between t h e  poor and non-poor e l d e r l y .  The r a t i o  i n  f u n g i b l e  n e t  worth between 

t h e  poor and non-poor e l d e r l y  is o n l y  0.11. The lower r e l a t i v e  w e a l t h  

h o l d i n g s  of t h e  e l d e r l  y poor a r e  a lmos t  e n t i r e l  y due t o  t h e  low v a l u e  of t h e i r  

inves tment  r e a l  e s t a t e ,  unincorporated bus iness  e q u i t y ,  and f i n a n c i a l  

s e c u r i t i e s ,  s t o c k s ,  and o t h e r  a s s e t s .  

The r a t i o  i n  median w e a l t h  h o l d i n g s  among poor and non-poor f a m i l i e s  a l s o  

d rops  o f f  s h a r p l y  between young f a m i l i e s  and middle-aged f a m i l i e s ,  from 0.42 



t o  0.19, and then remains almost the same among e lde r ly  families. The median 

value of fungible wealth among poor f  a m i l  i e s  w a s  zero for  each age group. In 

contrast ,  the median value of fungible wealth increased sharp1 y .with age among 

famil ies  above the poverty l ine .  

The r e s u l t s  do not lend themselves t o  a  straightforward 1 i fe-cycle  

interpretation. One reason is tha t  families do change in  poverty s ta tus  over 

thei r  l i f e t ime ,  so  that  the two groups are not necessarily mutually exclusive 

over the  1 i f e  cycle. The second is tha t  even i f  the two populations were 

d i s t inc t ,  the r e s u l t s  suggest that neither the poor nor the non-poor have an 

age-wealth prof i le  as predicted by the l i f e c y c l e  model. For the poor, the 

age-mean wealth p rof i l e  is humpshaped, as predicted by most variants of the 

l i fe-cycl  e  models, but the age-median wealth p rof i l e  is not. For the non-poor, 

neither mean wealth nor median wealth follows a  humpshaped prof i l e  w i t h  

respect t o  age. However, what the r e s u l t s  do strong1 y suggest is that  famil i e s  

above the poverty l i n e  can and do, on average, accumulate wealth w i t h  age, 

whereas poor f  a m i l  i e s  do not, on average, accumulate wealth wi th  age, most 

l i k e l y  because they do not have the means. 

The Annuitized Value of Wealth and the Wealth of the Land Poor 

Another way of looking a t  the wealth holdings of the poor is t o  convert 

those holdings into a  perpetual annuity a t  a  given in teres t  rate. For 

t h i s  purpose, i t  makes sense t o  use only fungible net worth. Three different  

in te res t  ra tes  are used: 3 percent, 5 percent, and 7 percent. I t  is assumed, 

for  simplici ty,  that  the annuity is paid l i k e  a  bond coupon rather than as a  

reverse mortgage. 

The f i r s t  issue t o  address i s  how the poverty r a t e  would be affected i f  

annuities were paid out on fungible wealth and t h i s  annuity were added t o  



f a m i l y  income. The f a m i l y  pover ty  r a t e  c a l c u l a t e d  f r a n  t h e  SCF based on f a m i l y  

income is 12.6 percent.  A t  a 3 percent  i n t e r e s t  r a t e ,  t h e  a v e r a g e  a n n u i t y  

would amount t o  10 pe rcen t  of t h e  average  f a m i l y  income of  t h e  poor and t h e  

a d j u s t e d  pover ty  r a t e  would be 11.8 percent;  a t  a 5 percent  i n t e r e s t  r a t e ,  t h e  

r a t i o  of ave rage  a n n u i t y  t o  f a m i l y  income would be 0.1 6 and t h e  a d j u s t e d  

pover ty  r a t e  would be 11.6 percent;  a t  a 7 pe rcen t  i n t e r e s t  r a t e ,  t h e  annui ty-  

to-income r a t i o s  would be 0.23 and t h e  a d j u s t e d  pover ty  r a t e  11.1 percent .  

T h i s  procedure o v e r s t a t e s  t h e  r e d u c t i o n  i n  t h e  p o v e r t y  r a t e  t h a t  would occur  

from a n n u i t i z i n g  f u n g i b l e  w e a l t h ,  s i n c e  t h e s e  a s s e t s  a l r e a d y  produce income i n  

t h e  form of r e n t ,  i n t e r e s t ,  d iv idends ,  and s m a l l  bus iness  p r o f i t s .  I f  

p roper ty  income is s u b t r a c t e d  f r a n  t h e  sum of f amil  y income and t h e  a n n u i t y  

v a l u e  of f u n g i b l e  w e a l t h ,  t h e  a d j u s t e d  pover ty  r a t e  becomes 12.1 percent  a t  a 

3 pe rcen t  i n t e r e s t  r a t e ,  11.6 percent  a t  a 5 pe rcen t  i n t e r e s t  r a t e ,  and 11.1 

percent  a t  a 7 pe rcen t  i n t e r e s t  r a t e .  

The second i s s u e  t o  address  is t h e  r e l a t i v e  number of poor f a m i l i e s  who 

have h igh  w e a l t h  r e l a t i v e  t o  t h e i r  incane. These can be thought of a s  t h e  so- 

c a l l e d  " l a n d  poor," who a r e  r i c h  i n  a s s e t s  but poor i n  income. A t  a 3 pe rcen t  

a n n u i t y  r a t e ,  o n l y  1 5  percent  of t h e  poor had an annuity-income r a t i o  t h a t  

exceeded 0.20 and o n l y  6 percent  had a r a t i o  t h a t  exceeded 0.50. A t  a 5 

percent  a n n u i t y  r a t e ,  20 percent  of poor f a m i l i e s  had an annuity-income r a t i o  

g r e a t e r  than  0.20 and 10 percent  g r e a t e r  than 0.50. A t  a 7 percen t  a n n u i t y  

r a t e ,  t h e  r e s p e c t i v e  percentage of poor f a m i l i e s  was 25 percent  and 1 4  

percent.  Thus, i t  appears  t h a t  on1 y a r e l a t i v e l y  s m a l l  percentage of t h e  poor 

have a r e l a t i v e 1  y high amount of f u n g i b l e  weal th .  

Another way of e s t i m a t i n g  t h e  e x t e n t  of r i c h e s  among t h e  poor is t o  

measure t h e  o v e r l a p  i n  t h e  s i z e  d i s t r i b u t i o n  of w e a l t h  between t h e  poor and 



t h e  non-poor. I n  f a c t ,  t h e r e  is very l i t t l e  o v e r l a p  between t he  two 

d i s t r i b u t i o n s .  Only 9  percent of t h e  f a m i l i e s  i n  t h e  pover ty  sample had ne t  

worth g r e a t e r  than o r  equal  t o  t h e  median ne t  worth of t h e  non-poor, and o n l y  

20 percent of poor f a m i l i e s  had n e t  worth exceeding h a l f  t h e  non-poor median. 

I t  is i n s t r u c t i v e  t o  l ook  a t  t h e  wea l th  ho ld ings  of t h e  t o p  10 percent of 

t h e  w e a l t h  d i s t r i b u t i o n  of poor f ami l i e s .  The mean n e t  worth of t h i s  group 

w a s  $202,000, a lmos t  twice t h e  mean wea l th  of a l l  t h e  non-poor, and t h e i r  

ave r age  f u n g i b l e  w e a l t h  was $1 87,000, o v e r  tw ice  t h a t  of a l l  t h e  non-poor. For 

t h e  " r i c h  poor,n home equ i t y  averaged $79,000, o r  39 percent of t h e i r  f u n g i b l e  

wealth.  Unincorported business  e q u i t y  averaged $73,000, cons iderab l  y  above 

t he  mean va lue  of t h i s  component f o r  t h e  non-poor, and investment r e a l  e s t a t e  

averaged $27,000. Together,  unincorporated business e q u i t y  and investment  

r e a l  e s t a t e  composed 49 percent of the  f u n g i b l e  wea l th  of t he  " r i c h  poor," and 

39 percent of them h e l d  one o r  t h e  o t h e r  investment. Thus, i t  appears  t h a t  

about 10 percent  of the  poor a r e  r e l a t i v e l y  we l l - o f f  i n  r ega rd  t o  f u n g i b l e  

wea l t h ,  and 4  t o  5 percent of t he  poor a r e  l and  poor i n  t h e  sense  of owning a  

very high v a l u e  of business a s s e t s  with low income. 

I n e q u a l i t y  of Wealth among t h e  Poor 

Another i s s u e  of i n t e r e s t  i s  whether t h e  degree of wea l th  i n e q u a l i t y  

among t h e  poor is g r e a t e r  than  t h a t  among f a m i l i e s  above t h e  pover ty  l i n e .  

Gini c o e f f i c i e n t s  a r e  computed f o r  net  worth f o r  f a m i l i e s  below and above t he  

pover ty  l i n e  ( see  t h e  last l i n e  of each page of Tab l e  4). The Gini c o e f f i c i e n t  

f o r  wea l th  among a l l  poor f a m i l i e s  is 0.60, s l i g h t l y  lower than t h e  

corresponding Gini  c o e f f i c i e n t  f o r  f a m i l i e s  above t he  pover ty  l i n e .  Among both 

poor and non-poor f a m i l i e s ,  t he  t op  q u i n t i l e  h e l d  67 percent  of t he  t o t a l  

w e a l t h  of t h e i r  group. However, t he  bottom q u i n t i l e  among f  mi l  i e s  above t h e  

pover ty  1 ine  h e l d  o n l y  2  percent of t h e i r  t o t a l  weal th ,  compared t o  a  5 



percent share fo r  the bottom quint i le  among poor f a m i l  ies. Among poor 

families,  0.7 percent had negative net worth and 2.4 percent had net worth 

l e s s  than $4,000. Moreover, about half had zero or negative fungible net 

worth. In  contrast,  0.5 percent of non-poor families had negative net worth, 

0.7 percent had net worth under $4,000, and only 16 percent had zero or 

negati ve fungi b l  e net worth. 

Re1 a t i  ve wealth inequal i t y  varies considerabl y by age group. For 

famil ies  under 35 of age, wealth dispari ty among the poor is  much lower than 

that among families above the poverty 1 ine. The same holds true among the 

elderly.  However, among the middle-aged, wealth inequali ty is considerably 

greater among poor families than among the non-poor. These r e s u l t s  suggest 

that  there is probably a much greater mixture of temporary and persistent  

poverty among the middle-aged poor than among the young or e lde r ly  poor. 

V. Pension and Social 'Security Wealth 

Two other forms of wealth were added t o  the household portfolio: pension 

wealth and socia l  securi ty wealth. These two forms d i f fe r  from those 

components of wealth shown i n  Table 3, since they have neither a market value 

nor a cash surrender value. Following Feldstein (1974). thei r  valuation is 

based on the present value of the expected income flows emanating fran these 

sources. (See the Appendix for  de t a i l s  and Wolff, 1983, for  a methodological 

discussion.) 

Five percent of the poverty sample reported that  they were receiving 

benefits from private and government pensions, canpared t o  12 percent of the 

non-poor (see Table 5). Since 36.0 percent of poor families had a t  l e a s t  one 

family member 65 or over, i n  contrast t o  41.1 percent of non-poor famil ies ,  

t h i s  means that 15 percent of e lde r ly  poor families received sane form of 





p r i v a t e  o r  government pension,  i n  c o n t r a s t  t o  28 percent  of t h e  non-poor 

e l d e r l y .  Only  7 percent  of poor f a m i l i e s  r e p o r t e d  t h a t  t h e y  expected s a n e  

form of pension b e n e f i t s  when they  r e t i r e d ,  i n  comparison t o  26 percent  of 

f a m i l i e s  above t h e  pover ty  l i n e .  A l t o g e t h e r ,  1 1  pe rcen t  of poor f a m i l i e s  were 

c u r r e n t 1  y r e c e i v i n g  o r  expected t o  r e c e i v e  pension b e n e f i t s ,  i n  comparison t o  

37 percent  of non-poor f a m i l i e s .  Thus, o v e r  t h r e e  times t h e  r e l a t i v e  number 

of non-poor f a m i l i e s  r e p o r t e d  some form of pension wea l th .  

Among both  c u r r e n t  and expectant  ( f u t u r e )  h o l d e r s  of pension w e a l t h ,  

t h e r e  w a s  a  very  l a r g e  d i f f e r e n c e  i n  t h e  mean v a l u e  of pension w e a l t h  between 

poor and non-poor f a m i l i e s .  Among c u r r e n t  b e n e f i c i a r i e s ,  t h e  mean v a l u e  of 

pension w e a l t h  f o r  poor f a m i l i e s  was $27,000, a t  a  zero  percent  n e t  d i scoun t  

r a t e  ( r ) ,  w h i l e  among f a m i l i e s  above t h e  p o v e r t y  1 i n e  who r e c e i v e d  pension 

b e n e f i t s ,  t h e  mean was $138,000. A t  a  zero percent  d i scoun t  r a t e ,  pension 

w e a l t h  is  t h e  product of annual  b e n e f i t s  and ( c o n d i t i o n a l )  l i f e  expectancy. 

Average 1 if e expectancy w a s  about two years  g r e a t e r  f o r  poor pension 

r e c i p i e n t s  than f o r  non-poor pension  recipient^.^ Theref o r e ,  t h i s  f i v e f o l d  

d i f f e r e n c e  i n  a v e r a g e  pension w e a l t h  is due a lmost  e x c l u s i v e l y  t o  t h e  

d i f f e r e n c e  i n  annual pension b e n e f i t s .  

Pension w e a l t h  e s t i m a t e s  f o r  f u t u r e  pension b e n e f i c i a r i e s  a r e  based on 

t h e  respondent 's  own e s t i m a t e  of expected b e n e f i t s  and of age  of r e t i r e m e n t .  

I n  t h i s  case ,  t h e r e  was a t h r e e f o l d  d i f f e r e n c e  i n  mean pension w e a l t h  between 

non-poor and poor b e n e f i c i a r i e s  a t  a  zero percent  d iscount  ra te .6  A l t o g e t h e r ,  

average pension w e a l t h  among both c u r r e n t  and f u t u r e  b e n e f i c i a r i e s  was about 

f o u r  t imes g r e a t e r  among f a m i l i e s  not  i n  pover ty  than  among poor f a m i l i e s .  

A s  t h e  d iscount  r a t e  r i s e s ,  t h e  mean v a l u e  of pension w e a l t h  d e c l i n e s  f o r  

a 1  1 components. The d e p r e c i a t i o n  of pension w e a l t h  wi th  h igher  d i scoun t  r a t e s  



is f a r  greater for pension wealth among future beneficiaries than that  among 

current beneficiaries, because of the greater number of years t o  wait. Among 

poor famil ies  who expect pension benefits, the average value of thei r  pension 

wealth decl ines by over 60 percent as the discount r a t e  increases from zero t o  

three percent. The ove ra l l  r a t i o  of mean pension wealth between poor and now 

poor pension wealth holders declines from 0.26 t o  0.22 as the discount r a t e  

increases from zero t o  3 percent. 

Social securi ty wealth was much more widely held  among both poor and non- 

poor famil ies  than w a s  pension wealth. Nineteen percent of poor families were 

current l  y receiving socia l  security benefits. Moreover, i n  64 percent of poor 

f a m i l  i e s ,  the husband or  wife expected t o  receive socia l  securi ty benefits 

when re t i red.  Altogether, 81 percent of poor families ei ther were currentl  y 

receiving or expected t o  receive socia l  security  benefit^.^ Among famil ieS 

above the poverty l i n e ,  1 4  percent were currentl  y receiving benefits,  85 

percent were expecting benefits i n  the future,  and 96 percent were ei ther 

current ly  receiving or expecting benefits. The r a t i o  i n  soc ia l  securi ty 

coverage ra tes  between the poverty sample and the non-poverty sample is 0.85, 

considerably higher than the corresponding r a t i o  i n  pension coverage rates.  

Moreover, among famil ies  wi th  a t  l e a s t  one family member aged 65 or over, 53 

percent of those below the poverty 1 ine currentl y recei ved soc ia l  securi t y  

benefits,  compared t o  35 percent of families above the poverty l ine .  

The r a t i o  of mean socia l  security wealth among such wealth holders i n  the 

poverty sample t o  those i n  the nowpoverty sample is considerably higher than 

the corresponding r a t i o  i n  pension wealth. Among current recipients,  the 

r a t i o  i n  mean socia l  securi ty wealth between the two samples, a t  a zero 

percent discount ra te ,  is 0.79. T h i s  difference is almost en t i re ly  due t o  the 

difference in annual socia l  securi ty benefits,  since average 1 i f e  expectancies 



were ve ry  c l o s e  i n  t h e  two samples.  The r a t i o  of mean s o c i a l  s e c u r i t y  w e a l t h  

between t h e  two Samples among f u t u r e  r e c i p i e n t s  is  0.75, and t h i s  is due 

a lmos t  e n t i r e l y  t o  d i f f e r e n c e s  i n  f u t u r e  expected annual  b e n e f i t s .  

A l t o g e t h e r ,  t h e  r a t i o  i n  nean s o c i a l  s e c u r i t y  w e a l t h  among c u r r e n t  and f u t u r e  

b e n e f i c i a r i e s  i n  t h e  two samples is about t h r e e  f o u r t h s ,  and t h i s  r a t i o  i s  

a l m o s t  i n v a r i a n t  a c r o s s  d iscount  r a t e s .  

T a b l e  6 p r e s e n t s  a f i n a l  comparison of  extended household  w e a l t h  W*, 

where W* is def ined  as t h e  sum of marke tab le  w e a l t h  W ,  pension w e a l t h  PENWLTH, 

and s o c i a l  s e c u r i t y  w e a l t h  SSWLTH. The r a t i o  of t h e  mean v a l u e  of marke tab le  

w e a l t h  between poor f a m i l i e s  and non-poor f a m i l i e s  is 0.28. A t  a  zero  percent  

d iscount  r a t e ,  mean pension w e a l t h  among poor f a m i l i e s  was $5,500; among 

non-poor f a m i l i e s ,  it was $69,000; and t h e  r a t i o  i n  mean pension w e a l t h  between 

t h e  t w o s a m p l e s  i s 0 . 0 8 .  T h i s l a r g e  d i f f e r e n c e  i s d u e  i n a l m o s t  equa l  measure 

t o  t h e  r e l a t i v e 1  y small percentage of pension r e c i p i e n t s  among t h e  poor and t o  

t h e  low average  v a l u e  of  pension h o l d i n g s  among r e c i p i e n t s .  Among t h e  poor,  

t h e  a v e r a g e  h o l d i n g s  of pension w e a l t h  were 18 pe rcen t  of t h e i r  marke tab le  

w e a l t h  h o l d i n g s ,  whereas i n  t h e  non-poverty sample  t h a t  s h a r e  was 63 percent .  

The r a t i o  i n  a v e r a g e  s o c i a l  s e c u r i t y  w e a l t h  between t h e  two samples  is 0.63, 

c o n s i d e r a b l y  higher  than  t h e  r a t i o  of pension weal th .  The average  v a l u e  of  

s o c i a l  s e c u r i t y  w e a l t h  among t h e  poor was 1 2  times t h a t  of pension w e a l t h  and 

twice  t h a t  of marke tab le  weal th .  Among f  amil  i e s  above t h e  p o v e r t y  1 i n e ,  

a v e r g e  h o l d i n g s  of s o c i a l  s e c u r i t y  w e a l t h  were about e q u a l  t o  marke tab le  

w e a l t h  and 45 pe rcen t  h igher  than  pension weal th .  

The e f f e c t s  of pensions and s o c i a l  s e c u r i t y  on  t h e  r e l a t i v e  w e a l t h  of t h e  

poor can now be determined. The a d d i t i o n  of pension w e a l t h  t o  t h e  household 

p o r t f o l  i o  r educes  t h e  r a t i o  of mean wea l th  between t h e  poor and t h e  non-poor 



Table 6 
Mean Wealth Holdings by Poverty Status and Age, with Pension Wealth 

and Social Security Wealth Included 

All Ages Under 65 65 or Over 
Poor/ Poor/ poor/ 
Non- Non- Non- 

Poor Non-Poor Poor Poor Non-Poor Poor Poor Non-Poor Poor 

1. Marketable Net 
Worth (W) $30,350 $109,945 0.28 

2. Discount Rate 
r = 0.00 
(a) PENWLTH 5,517 69,208 0.08 
(b) SSWLTH 63,501 100,151 0.63 
(c) W + PENWLTH 35,867 179,153 0.20 
(d) W + PENWLTH + 

SSWLTH = W 99,368 279,304 0.36 

3. Discount Rate 
r = 0.01 
(a) PENWLTH 4,245 54,998 0.08 
(b) SSWLTH 53,254 83,790 0.64 
(c) W + PENWLTH 34,595 164,943 0.21 
(d) w + PENWLTH + 

SSWLTH = W* 87,849 248,733 0.35 

4. Discount Rate 
r = 0.02 
(a) PENWLTH 3,302 45,428 0.07 
(b) SSWLTH 45,638 71,419 0.64 
(c) W + PENWLTH 33,652 155,373 0.22 
(d) w + PENWLTH + 

SSWLTH = W* 79,290 226,792 0.35 

5. Discount Rate 
r = 0.03 
(a) PENWLTH 2,610 38,068 0.07 
(b) SSWLTH 39,842 61,880 0.64 
Cc) W + PENWLTH 32,960 148,013 0.22 
(d) W + PENWLTH + 

SSWLTH = W* 72,802 209,893 0.35 



p o p u l a t i o n  from 0.28 t o  0.20. The a d d i t i o n  of s o c i a l  s e c u r i t y  w e a l t h  t o  t h e  

household  p o r t f o l i o  has t h e  o p p o s i t e  e f f e c t  from t h a t  of pension w e a l t h ,  

r a i s i n g  t h e  r a t i o  of a v e r a g e  w e a l t h  from 0.20 t o  0.36. The n e t  e f f e c t  of 

adding both pension w e a l t h  and s o c i a l  s e c u r i t y  w e a l t h  t o  t h e  household  

p o r t f o l i o  is e q u a l i z i n g :  doing s o  r a i s e s  t h e  r a t i o  of mean w e a l t h  between t h e  

two samples  from 0.28 t o  0.36. T h i s  r e s u l t  is v i r t u a l l y  i n v a r i a n t  a c r o s s  

d i scoun t  r a t e s .  

Tab1 e 6 a l s o  d i saggrega tes  t h e  average  w e a l t h  h o l d i n g s  between f a m i l  i e s  

under 65 and t h o s e  65 o r  over .  The d i s p a r i t y  i n  a v e r a g e  pension w e a l t h  and 

s o c i a l  s e c u r i t y  w e a l t h  h o l d i n g s  between poor f a m i l i e s  and f a m i l i e s  above t h e  

pover ty  l i n e  is c o n s i d e r a b l y  l e s s  f o r  f a m i l i e s  under 65 t h a n  f o r  t h e  e l d e r l y . 8  

Among f a m i l i e s  under 65, t h e  a d d i t i o n  of pension and s o c i a l  s e c u r i t y  w e a l t h  t o  

t h e  household p o r t f o l i o  narrows t h e  gap i n  r e l a t i v e  w e a l t h  h o l d i n g s  between 

poor and non-poor f a m i l i e s  from 0.32 t o  about 0.40. Among t h e  e l d e r l y ,  t h e  

gap is narrowed from 0.1 6 t o  o n l y  about 0.20. Thus, r e l a t i v e  w e a l t h  

i n e q u a l i t y  between t h e  poor and non-poor remains g r e a t e s t  f o r  t h e  e l d e r l y  e v e n  

a f t e r  t h e  a d d i t i o n  of r e t i r e m e n t  w e a l t h  t o  househol d wea l th .  

V I .  Summary and Conclusion 

The most important  f i n d i n g  of t h i s  s tudy  i s  t h a t  f a m i l i e s  below t h e  

p o v e r t y  l i n e  a r e  b e t t e r  o f f  i n  terms of household  w e a l t h  than  i n  terms of 

income r e l a t i v e  t o  f a m i l i e s  above t h e  p o v e r t y  l i n e .  The r a t i o  of mean n e t  

worth between t h e  two groups is 0.28, compared t o  a r a t i o  of 0.17 i n  mean 

f a m i l y  income. The r a t i o  i n  median n e t  worth between t h e  two groups is 0.30, 

canpared t o  a r a t i o  of 0.20 i n  median f a m i l y  income. However, t h e  r a t i o  of 

mean f u n g i b l e  n e t  worth between t h e  two groups is  0.19, comparable t o  t h e  

r e l a t i v e  income between t h e  two groups. About h a l f  of poor f a m i l i e s  had zero  



or negative fungible net worth, compared t o  16 percent of the non-poor. 

Moreover, because of underreporting biases, i t  is  very l i k e l y  tha t  these 

f igures overs ta te  the r e l a t i v e  wealth of the poor by 2 t o  4 percentage points. 

Thirty-one percent of the poor owned the i r  own home, i n  comparison t o  66 

percent of non-poor families,  and the r a t i o  of mean home values among 

homeowners i n  the two samples is about half .  Moreover, almost half of poor 

famil ies  owned a t  l e a s t  one vehicle, in canparison t o  90 percent of non-poor 

families,  and the r a t i o  of thei r  mean value is  a lso  about a hal f .  

A s  a r e s u l t ,  the average portf 01 io canposition of wealth is quite 

different  among the poor as opposed t o  the non-poor. The poor held 77 percent 

of thei r  net worth i n  the form of home equity, durables, and inventories, 

compared t o  52 percent for non-poor families. The r a t i o  of the average value 

of such holdings between the two groups is over 40 percent. The only other 

appreciable assets  held by the poor were unincorporated business equity and 

investment r ea l  es ta te ,  which amounted t o  22 percent of thei r  average net 

worth. I n  contrast ,  for non-poor families,  26 percent of thei r  net worth was 

held i n  these two forms and 23 percent took other forms. Moreover, i f  we 

exclude both home equity and durables and inventory from wealth, the r a t i o  of 

the r ernai ning net worth between the two groups is 0.1 3. Final 1 y, 33 percent 

of poor families had non-mortgage debt, compared t o  58 percent of a l l  

famil ies ,  but the r a t i o  of non-mortgage debt t o  net worth is ac tua l l y  higher 

among poor families than among others. T h i s  r e su l t  suggests that poor 

famil ies  do not face severe credit  constraints. 

Average wealth patterns di f fer  considerably among poor and non-poor 

families.  Mean wealth increases wi th  age among the l a t t e r ,  whereas among the 

poor, mean wealth i s  greatest for the 35-to-64 age group and considerably 

lower fo r  the age group over 64. As a r e s u l t ,  the r a t i o  i n  mean net worth 



between t h e  poor and non-poor is c o n s i d e r a b l y  lower among t h e  e l d e r l  y than  

among t h e  non-elder1  y. The r a t i o  i n  average  n e t  worth between t h e  poor and 

t h e  non-poor is about t h e  same f o r  f a m i l i e s  under 35 as those  35 t o  64, though 

t h e  r a t i o  of f u n g i b l e  n e t  worth i s  c o n s i d e r a b l y  lower among t h e  young than  

among t h e  m i d d l e a g e d .  

Only  about 10 t o  15 pe rcen t  of f a m i l i e s  below t h e  pover ty  l i n e  have 

s i g n i f i c a n t  weal th .  Only  about 5 percent  of t h e  poor a r e  "land-poorn i n  t h e  

s e n s e  of  hav ing  a ve ry  h igh  v a l u e  of  business  a s s e t s .  A s  a r e s u l t ,  

i n c o r p o r a t i n g  an a n n u i t y  f l o w  from f u n g i b l e  w e a l t h  as p a r t  of f a m i l y  income 

has a minimal e f f e c t  on t h e  computed pover ty  r a t e .  

The i n e q u a l i t y  of w e a l t h ,  a s  measured by t h e  Gini  c o e f f i c i e n t ,  is 

sl i g h t l  y lower among poor f a m i l i e s  than among f a m i l i e s  not  i n  pover ty .  Among 

young f a m i l i e s  and e l d e r l  y f a m i l i e s ,  w e a l t h  d i s p a r i t y  is c o n s i d e r a b l y  l e s s  

among t h e  poor than  among f a m i l i e s  above t h e  p o v e r t y  1 ine.  However, among 

m i d d l e a g e d  f a m i l i e s ,  w e a l t h  i n e q u a l i t y  is c o n s i d e r a b l y  g r e a t e r  among poor 

f a m i l i e s  than t h e  non-poor. 

The i n c l u s i o n  of pension w e a l t h  i n  t h e  household p o r t f o l i o  i n c r e a s e s  

r e l a t i v e  w e a l t h  i n e q u a l i t y  between t h e  poor and t h e  non-poor. Only 1 1  percent  

of poor f a m i l i e s  had pension w e a l t h ,  compared t o  37 pe rcen t  of non-poor 

f a m i l i e s .  Moreover, mean pension w e a l t h  ho ld ings  among c u r r e n t  and f u t W e  

r e c i p i e n t s  were much s m a l l e r  f o r  poor f a m i l i e s  than  f o r  t h e  non-poor. A s  a 

r e s u l t ,  t h e  a d d i t i o n  of pension w e a l t h  t o  f u n g i b l e  w e a l t h  reduces  t h e  r a t i o  of 

mean w e a l t h  h o l d i n g s  between poor and non-poor f a m i l i e s  on t h e  o rde r  of 30 t o  

40 p e r c e n t .  

S o c i a l  s e c u r i t y  w e a l t h  is much more p r e v a l e n t  among t h e  poor than  pension 

wea l th .  Moreover,  its a v e r a g e  v a l u e  among poor s o c i a l  s e c u r i t y  w e a l t h  h o l d e r s  



was t h r e e  fou r th s  t h a t  of t h e  non-poor. The add i t i on  of s o c i a l  s e c u r i t y  

weal th  t o  t h e  household p o r t f o l i o  has  a  pronounced equa l i z ing  e f f e c t  on t he  

r e l a t i v e  weal th  holdings between those i n  poverty and those not i n  poverty. 

The ne t  e f f e c t  of the addi t ion  of both pension and s o c i a l  s e c u r i t y  weal th  t o  

marketable weal th  is t o  increase  t h e  r a t i o  of average weal th  holdings between 

the two groups from 0.28 t o  about 0.35. For f a m i l i e s  under 65, the  gap is 

c lo sed  from 0.32 t o  0.40. However, among t h e  e l d e r l y ,  t he  gap is c losed  from 

0.16 t o  on ly  0.21. Thus, t he  s o c i a l  s e c u r i t y  s y s t e m  has made a  s i g n i f i c a n t  

cont r ibu t ion  t o  improving t h e  r e l a t i v e  wel l -being of the  poor, p a r t i c u l a r l y  

t he  non-elder ly  poor, though much of its e f f e c t  is t o  o f f s e t  t he  d i s equa l i z ing  

in f luence  of the  p r i v a t e  pension systems. 



Appendix: Defini t ion of Income and Wealth and Data Sources 

A. Family Income 

SCF family income is  f a r  1982 and has t h e  following components: 

1. Wages and s a l a r i e s  

2. Net income frcln unincorporated businesses,  farms, par tnersh ips ,  
professional  p rac t i ce s  

3. I n t e r e s t  income ( including t h a t  from IRA'S) 

4. Dividends 

5. Net c a p i t a l  gains  f r a n  s a l e  of s tocks,  bonds, and r e a l  e s t a t e  

6. Rent, t r u s t  income, and roya l ty  income 

7. Workers& o r  unemployment compensation 

8. Child support,  alimony, inher i tance ,  g i f t s ,  and f inanc ia l  
support from f r i ends  and r e l a t i v e s  

9. ADC, AFDC, food stamps, SSI, o ther  publ ic  ass i s tance  

10. Retirement, annuity,  pension, d i s a b i l i t y ,  and survivors '  bene f i t s  

11. Other income 

Census income is  equal  t o  SFC income l e s s  c a p i t a l  gains ,  g i f t s ,  food 

stamps, and other  non-monetary ass i s tance .  I was ab le  t o  i d e n t i f y  c a p i t a l  

ga ins  d i r ec t ly ,bu t  g i f t s ,  food stamps, and o ther  non-monetary a s s i s t ance  

were included i n  o ther  ca tegor ies  and could not be iden t i f i ed  d i r e c t l y .  

The poverty l i n e  ca l cu la t ions  were thus  based on SCE' income l e s s  c a p i t a l  

gains .  Poverty l i n e  d e f i n i t i o n s  were based on income, s i z e  of family u n i t ,  

householders 65 and over,  and the  number of r e l a t ed  ch i ldren  under 18. 

The poverty l i n e  f igu res  f o r  1982 were obtained from U.S. Bureau of Census, 

Current Population Reports, Se r i e s  P-60, No. 144, Cha rac t e r i s t i c s  of the  

Population Below the  Poverty Line: 1982, U.S. Government P r in t ing  Office,  



Washington, D.C., 1984, p. 181. 

B. Household Balance Sheets for 1983 

Table A.1 shows my estimate of the 1983 household balance sheet based 

on aggregate data from published sources and corresponding totals from the SCF. 

All entries in Table A.1 are available in some form in the SCF, except for 

the categories other consumer durables and inventories. Some assets and 

liability information in the SCF database required special imputations. 

Details on the technical definitions of each entry in Table A.l are as follows: 

1. Owner-Occupied Housing and Other Real Estate. Current market 

values of both single-family houses owned and occupied by individual families 

and of multiple housing units owned and occupied, in part, by the family were 

provided in the SCF. These were based on estimates provided by the family. 

In the case of multiple housing units partially occupied by the family, the 

value of the owner-occupied portion was estimated as the ratio of the value 

of the building to the total number of housing units in the building. The 

value of the non-owner-occupied portion was included in the "other real estate" 

category. To this category was also added the value of all other real estate 

owned by the family- 

2. Automobiles and Vehicles. Information was provided in the SCF 

of the number of vehicles owned (up to three), the original cost of the vehicle, 

the date the vehicle was purchased, and whether the car was new when purchased. 

From Young and Musgrave (19761, a 10-year service life was assumed and straight- 

line depreciation was used to obtain the current value of the vehicle in dollars 

of the year of purchase. (If the vehicle was 10 years or older, its current 

value was estimated as l/(n+l) multiplied by its original purchase price, where 

n is the age of the vehicle.) The (undepreciated) value of the vehicle was 

then inflated to 1983 prices. For vehicles purchased when new, the price index 



Table A. 1 

Aggregate Nat ional  Balance Sheet  of Household Wealth f o r  t h e  U.S., 1983, by Item, 
i n  B i l l i o n s  o f  Do l l a r s  

(1) Ra t i o  

Item Published Data sources1 SCF 1 ( 2 ) / ~ 1 )  
I I 

I. Asse t s  11,799.4 I - I 
A. Tangible  A s s e t s  4,477.2 I -  I 

1. Owner-occupied Housing 
2. Other Real  Estake 
3. Automobiles and Vehicles  
4. Other Consumer Durables 
5. I nven to r i e s  

B. Fixed Claim A s s e t s  2,959.1 I I 

C. E q u i t i e s  Held 4,363.1 I I 

1. Demand Deposi ts  and Currency 346.1 
2. Time and Savings Deposi ts  and Money Market Funds 1,841.7 
3. F inanc i a l  S e c u r i t i e s  771.3 

1. Corporate s tock  
2. Unincorporated Bus inessDqui ty  
3. T r u s t  Fund Equi ty  
4. Insurance (Cash Surrender Value) 
5. Pensions (Cash Surrender Value) 

11. L i a b i l i t i e s  

133.8 
746.2 
218.3 

1. Mortgage Debt 
2. Other Debt 

0.39 
0.41 
0.28 

111. N e t  Worth 9,949.9 

( t a b l e  no tes  on nex t  page) 



NOTES : - 
Column (1) : 

A l l  a s se t s  and l i a b i l i t i e s  valued a s  of end of 1983. The 1983 f igures  
were obtained, i n  pa r t ,  by extrapolat ing pas t  time trends, The sources 
of da ta  are a s  follows: 
(i) Years 1960-68, Richard Ruggles and Nancy Ruggles, "Integrated 

Economic Accounts of the  United Sta tes ,  1947-1978," I n s t i t u t e  f o r  
Social  and Policy Studies Working Paper No, 841, Nov. 1980, Table 
2.40. 

(ii) Y e a r s  1969-80, Richard Ruggles and Nancy Ruggles, "Integrated 
E c o n d c  Accounts f o r  the  United S ta tes ,  1947-80," Survey of 
Current Business, 62, No. 5 (May 19821, Table 2.40, 

(iii) Years 1981-82, Board of Governors of the  Federal Reserve System, 
"Flow of Funds Accounts, Assets and L i a b i l i t i e s  Outstanding 1959- 
82," Aug, 1983, The Ruggles' 1980 data  w e r e  used a s  a benchmark 
and the  change i n  a s se t s  and l i a b i l i t i e s  from the  Flow of Funds 
data  w e r e  added t o  1980 benchmark data, Flow of Funds data  include 
non-profit organizations. 

( iv)  Y e a r  1983. Board of Governors of the  Federal Reserve System, "Flow 
of Funds Accounts, F i r s t  Quarter 1984," mimeo,, May 1984. Basic 
da ta  are changes i n  a s s e t  and l i a b i l i t y  values f o r  households, 
personal t r u s t s ,  and nonprofit  organizations. 

(v) The s p l i t  between owner-occupied housing and o ther  r e a l  e s t a t e  f o r  
1960-79 from: John C. Musgrave, "Fixed Capital  Stock i n  the  United 
States:  Revised Estimates," Survey of Current Business, 61, No. 2 ,  
(Feb, 1981), Table 6, p. 62, Other years from Flow of Funds data,  
extrapolat ing pas t  trends, and revaluation from NIPA n e t  r e s i d e n t i a l  
investment impl ic i t  p r i ce  de f l a to r  (Table 7,181. 

(v i )  S p l i t  between autos and o ther  consumer durables f o r  1964-79 from: 
Survey of Current Business, 61, No. 4 (April  19811, Table 2 ,  p. 64. 
Others years estimated by extrapolat ing these time trends. For 1983 
consumer pr ice  index f o r  durables used t o  revalue stock of durables 
estimated from Flow of Funds data. 

( v i i )  Inventories updated t o  1983 using NIPA personal consumption ex- 
penditures on nondurable goods  able 2.2) and the  extrapolated 
r a t i o  of inventories t o  nondurable goods expenditures, 

( v i i i )  Outstanding value of stock i n  1983 estimated from Flow of Funds data  
and revaluation from Standard and Poor's Combined Index f o r  500 stocks 
(134 percent appreciation). 

( ix)  Es ta tes  and t r u s t s  updated t o  1983 by extrapolat ing e s t a t e s  and trusts 
value as  a percentage of value of t o t a l  f inancia l  a s se t s  from 1960 t o  
1980 from Flow of Funds data, (This r a t i o  declined s l i g h t l y  from 1960 
t o  1980.) 



Notes to Table Al (continued) 

(x) Unincorporated business equity updated to 1983 by extrapolating 
the ratio of the value of unincorporated business equity to total 
financial assets from 1960-1980 from Flow of E'unds data. (This 
ratio was virtually constant from 1960 to 1980.) 

(xi) Life insurance and pension reserves are provided separately in Flow 
of Funds data. Following Ruggles, I estimated the cash surrender 
value (CSV) of life insurance as 90 percent of its reserves and the 
CSV of pension funds as 5 percent of its reserves. Figures are then 
aligned with Ruggles' totals. 

Column (2): 
SCF aggregates are based on population weights provided in the FRB 
version of the SCF. 



used was that for new vehicles, and for vehicles purchased when used, the 

price index was that for used vehicles. Both indices were obtained from 

the Economic Report of the President, 1984, Table B-53. If the information 

was missing on the original cost of the vehicle, the vehicle was assigned 

the average current market value as follows: 

Vehicle 1: $5,615 

Vehicle 2: 3,784 

Vehicle 3: 3,189 

3. Other Consumer Durables. These were imputated to each household 

based on the regression shown in Table A.2. These results were obtained from 

the 1969 MESP database (see Wolff (1980) for a description of the database) 

and based on 1969 values for consumer durables and income. For the imputation, 

SCF family income was deflated to 1969 based on the change in the CPI. Con- 

sumer durable values were then inflated to 1983 values based on the Consumer 

Price Index for durables. The resulting consumer durable figures were then 

aligned to the aggregate household balance sheet total by multiplying each 

entry in the SCF by a constant adjustment factor. 

4. Household Inventories. These imputations were based on Table A.3, 

which shows the ratio of household inventory expenditures to (before-tax) 

family income in 1972-73. These same ratios were applied to corresponding 

1982 income clases, where the 1972-73 income figures were inflated to 1982 

dollars using the Consumer Price Index. The resulting household inventory 

figures were then aligned to the aggregate household balance sheet total in 

Table A.l by multiplying each entry in the SCF by a constant adjustment factor. 



Table A.2 

Regression of the Stock of Other Consumer Durables on Household variablesa 

Independent 
Variables Coefficient t-Statistic 

Constant 2871.4 - 
Income 0.08644 32.51 

Agehead 

b 
Married 

Urbanres 
d 189.51 3.95 

R~ 

Standard Error 

No. of Observations 6345 

a. Regressions run on 1969 MESP database (see Wolff (1980) for a description of the 
database.) Stock of durables and income variables are both in 1969 dollars. 

b. Dummry variable: 1 if married (spouse present or absent). 

c. Duuuny variable: 1 if head of household is female. 

d. Summy variable: 1 if urban residence. 



Table A.3 

Expenditures on Household Inventory I t e m s  a s  a Percent 
Of Family Income By Family Income Class I n  1972-73 

Ratio of Inventory 
1972-73 (Bef ore-Tax) Purchases t o  
Income C l a s s  Family Income 

1. Under $3,000 0.491 

12. $25,000 and over 0.097 

Mean: $11,419 0.172 

Source: U.S. Bureau of Labor S t a t i s t i c s ,  Consumer Expenditure Survey: 
Integrated D i a r y  and Interview Survey Data, 1972-73, Bu l l e t in  1992, 1978. 
Household inventory items a r e  defined a s  (1) food purchased f o r  home use, 
(2) tobacco, (3) a lcohol ic  beverages, and (4) c lo th ing  and c lo th ing  mater ia l s ,  



5. Denhand Deposits and Currency. This category i s  from t h e  SCF and 

inc ludes  only t h e  average balance of a l l  checking accounts. 

6. Time and Savings Deposits and Money Market Funds. This  category 

a l s o  includes IRA and KEOGH account balances,  a s  w e l l  a s  short-term and 

long-term c e r t i f i c a t e s  of depos i t s .  

7. F inanc ia l  Secu r i t i e s .  This  includes t he  following canponents: 

a .  Federal  and s t a t e  and l o c a l  government bonds, including 
U.S. savings bonds. 

b. Corporate,  fo re ign ,  and o the r  bonds. 

c. Mortgage a s s e t s  held by the  family on property so ld  by 
the  family.  

8. Stocks. This  includes publ ic ly  t raded s tocks  ( including investment 

c lubs ) ,  mutual funds,  and c a l l  money accounts a t  s tock brokerage f i rms .  

9. Unincorporated Business Equity. This is t h e  repor ted  t o t a l  

d o l l a r  value o f  unincorporated businesses ,  farms, par tnersh ips ,  and pro- 

f e s s i o n a l  corporat ions owned by the  family. Also included here  is t h e  

n e t  amount of money t h e  unincorporated business  owes t o  t h e  family.  

1 0 .  Trus t s .  This  component is defined a s  t h e  family I s  i n t e r e s t  i n  

t r u s t  o r  investment accounts. 

11. Insurance Cash Surrender Value. This  i s  d i r e c t l y  provided i n  

t he  SCF. 

12.  Pension Cash Surrender Value. This  i s  def ined  a s  the  t o t a l  

d o l l a r  amount accumulated i n  i nd iv idua l ' s  pension accounts t h a t  can 

be withdrawn today. 



13. Miscellaneous Assets. This has two components: (i) other invest- 

ments, consisting of boats, money lent to friends and relatives, antiques, 

precious metals, jewelry, and art; and (ii) the cash surrender value of 

company savings plans, including thrift, profit-sharing, stock options, 

ESOPs, annuity plans, and credit unions. 

14. Mortgage Debt. This includes the following components: 

a. Total mortgage loans outstanding on housing and other real estate. This 

was estimated from mortgage tables based on the following information provided 

by the SCF: (i) original mortgage loan; (ii) payment amount and schedule; 

(iii) date of original loan; and (iv) interest rate. 

b. Total loans outstanding on all vehicles owned. 

c. Money owed on other investments. 

d. Installment loans outstanding on durables (except vehicle) and other 

large purchases. Information in the SCF was provided on the following: 

total number of payments to be made on the loan (N1); number of payments 

made to date (N2); and the value of the original loan (L). The outstanding 

loan was approximated by: L(1 - N2/N1). 
e. Debt remaining on all other loans. 

Comparison of Balance Sheet Totals. 

SCF totals for tangible assets are higher than those that I estimated 

from published sources. The SCF value for total real estate holdings is 

56 percent higher than that estimated from published sources, and the value for 

vehicles 13 percent hiqher. 

For fixed claim assets, the SCF totals are considerably lower than 

the corresponding estimates from published sources. For the category as a 

whole, the SCF total was only 37 percent of the other. A similar picture 

emerges for fixed claim assets, where the SCF total for the whole category 



i s  only 43 percent  of t he  corresponding t o t a l  from published sources. On 

the  l i a b i l i t y  s ide ,  the  r e s u l t s  a r e  mixed. For mortgage debt ,  t h e  SCF 

t o t a l  is 40 percent lower than the  est imate from published data. For 

the  o ther  debt ,  t he  SCF t o t a l  is l e s s  than a quar te r  of t he  other.  

C. Pension and Social  Securi ty Wealth 

For purpose of ana lys is ,  two components of non-marketable 

wealth were imputed t o  each family i n  the  SCF: "pension wealth" 

and "soc ia l  secur i ty  wealth." The valuation of these two a s s e t s  

i s  based on expected incoma flows. A s  a r e s u l t ,  these  imputations 

a r e  subjec t  t o  much grea ter  uncertainty ani! e r r o r  than tke  other  imputations. 

1. Pension Wealth. Two forms of pension wealth were estimated. The 

f i r s t ,  PENWLTHl, is  based on ac tua l  pension bene f i t s  received i n  1982 and 

i s  the  more c e r t a i n  of t he  two. This was estimated a s  follows: 

Let 

PBR = ac tua l  pension bene f i t s  received i n  1982 

LE = l i f e  expectancy i n  number of years ,  condit ional  on 
age, sex, and race. (The source is the  1985 S t a t i s t i c a l  
Abstract ,  p. 70. The da ta  a re  based on 1981 v i t d  s t a t i s t i c s . )  

r = net  discount r a t e .  Zero, one, two, and th ree  percent 
were used. 

A word should be sa id  about the  ne t  discount r a t e ,  r.. The present  value 

of pension bene f i t s  t o  be received i n  t years from now, PVPBt, i s  given by 

= PBR 

where g i s  the  r a t e  of growth of t he  nominal pension bene f i t ,  p i s  the  r a t e  

of change of t he  C P I ,  and r* is t h e  r e a l  discount r a t e .  Unfortunately, none 



of these three parameters is known. From the data in the November 1984 

version of the SCF, we do not know whether the pension benefits are indexed 

or not. (This information will be available in a later version of the SCF.) 

If PBR is fixed in normal terms, r = p + r*. If PBR is indexed to the 

CPI, then r = r*. For any other permutation, r = p + r* - g. A range of 

0 to 3 percent is used for , since this has historically been the approximate 

range of real interest rates in the U-S- With this in mind, then, 

LE 
PENWLTHl = - PBR e-*dt 

0 

The second form of pension wealth, PENWLTHZ, is based on the expected 

pension benefits to be received at retirement and the expected age of retire- 

ment. This information is based on the respondent's expectations, which 

wakes it rather uncertain. Moreover, it is unclear from the questionnaire 

whether future pension benefits are estimated in 1983 dollars or the dollars 

of the expected age of retirement. As a result, the net discount rate r 

must be loosely interpreted. (In a later version of the SCF, more precise 

information will be available on future pension benefits.) Let: 

A = current age (in 1983) 

AR = expected age of retirement 

PEE = expected annual pension benefits at age of retirement 

PLE = expected lump sum pension payment at time of retirement 

and the other symbols as above. Then, 

AD 
ARPBE e 

-r (t-A) -r ( AR-A) 
PENWLTH2 = dt + PLE e 

where AD = A + LE is the expected age of death. 

2. Social Security Wealth. Two forms of social security wealth wete 

estimated, which are analogous to the two forms of pension wealth. The 



same qua l i f i ca t ions  and reserva t ions  apply t o  s o c i a l  s ecu r i ty  wealth a s  t o  

pension wealth. Let 

SSBR = ac tua l  s o c i a l  s ecu r i ty  bene f i t s  received i n  1982 

SSBE = expected s o c i a l  s ecu r i ty  bene f i t s  a t  age of ret i rement  

Then, 
LE 

SSWLTHl = SSBR e'* d t  
0'  

AD 
SSWLTH2 = I SSBE -r (t - 'A) dt 

AR 



NOTES 

1 . U n l e s s  o the rwise  i n d i c a t e d ,  a l l  c i t a t i o n s  i n d i c a t e d  by "CPR" r e f e r  
t o  U.S. Bureau of t h e  Census. Cur ren t  P o p u l a t i o n  Repor ts ,  S e r i e s  

2. There a l s o  appear t o  be two a d d i t i o n a l  b i a s e s  f r a n  d i f f e r e n c e s  between 
t h e  SCF and Census incane d e f i n i t i o n s .  F i r s t ,  food stamps and o t h e r  
non-cash t r a n s f e r s  a r e  i n c l u d e d  i n  t h e  SCF d e f i n i t i o n  of  income but a r e  
exc luded  from t h e  Census d e f i n i t i o n .  Second, I i n c l u d e d  t h e  income 
ca tegory  " c h i l d  s u p p o r t ,  al imony, i n h e r i t a n c e s ,  g i f t s ,  and f i n a n c i a l  
s u p p o r t  from f r i e n d s  and r e l a t i v e s t f  i n  a r r i v i n g  a t  t h e  SCF d e f i n i t i o n  of 
income, whereas the  Census d e f i n i t i o n  exc ludes  g i f t s  and i n h e r i  tances .  
The i n c l u s i o n  of t h e s e  two incane c a t e g o r i e s  s h o u l d  have b iased  downward 
the  e s t i m a t e d  pover ty  r a t e  from t h e  SCF. However, i t  i s  l i k e l y  that 
t h e s e  two c a n p n e n t s  were s e v e r e l y  under repor ted  i n  t h e  SCF ( see  below 
and t h e  Appendix f o r  more d e t a i l s ) .  

3. The CPR (Tab le  31) r e p o r t s  a m e d i a n f a m i l y  income among poor f a m i l i e s  of 
$5,063, which is 10 pe rcen t  g r e a t e r  than  my es t ima te .  

4. Avery, E l l i e h a u s e n ,  Canner and Gustafson (1 984) r e p o r t  a  homeownership 
r a t e  of 36 percent  f o r  f a m i l i e s  wi th  f a m i l y  income of $9,999 o r  l e s s ,  
based o n  t h e  SCF. The reason  f o r  my lower  f i g u r e  is n o t  immediately 
apparen t .  

5. I t  s h o u l d  be no ted  t h a t  l i f e  expectancy f i g u r e s  a r e  n o t  c o n d i t i o n a l  
o n  income. If t h e y  were, i t  is q u i t e  l i k e l y  t h a t  1 i f e  expectancy 
e s t i m a t e s  f o r  members of poor f a m i l i e s  would be c o n s i d e r a b l y  l e s s  than 
f o r  members of r i c h  f a m i l i e s  of canparab le  age ,  r a c e  and sex. 

6. A t  a  z e r o  percent  n e t  d iscount  rate, PENWLTH2, pension w e a l t h  f o r  f u t u r e  
b e n e f i c i a r i e s  is t h e  product of expected annual  pension b e n e f i t s  (PBR) 
and t h e  d i f f e r e n c e  between l i f e  expectancy (LE) and t h e  expected number 
of years  t o  r e t i r e m e n t  (RE). 

PENWLTH2 = PBR (LE - RE) 

( a l s o  s e e  pages A1 1 and A 1  2  of t h e  Appendix). The d i f f e r e n c e  (LE - RE) 
was about t h e  same f o r  t h e  two samples ,  because expec tan t  pension 
b e n e f i c i a r i e s  among t h e  poor were o l d e r  than  among t h e  non-poor and, 
hence,  bo th  LE and RE were s m a l l e r .  

The e s t i m a t e  of t h e  percent  of f a m i l i e s  who expected t o  r e c e i v e  s o c i a l  
s e c u r i t y  b e n e f i t s  was based on  t h e  number of f a m i l i e s  wi th  a  respondent  
o r  spouse  who had p r e v i o u s l y  c o n t r i b u t e d  t o  o r  were c u r r e n t l y  
c o n t r i b u t i n g  t o  t h e  s o c i a l  s e c u r i t y  system but were n o t  c u r r e n t l y  
r e t i r e d .  T h i s  approach was used i n s t e a d  of bas ing t h i s  e s t i m a t e  on  t h e  
number of f a m i l i e s  who r e p o r t e d  t h a t  t h e y  were expec t ing  s o c i a l  s e c u r i t y  
b e n e f i t s  a t  some f u t u r e  d a t e ,  s i n c e  t h e  response  r a t e  t o  t h i s  ques t ion 
was very low. I t  s h o u l d  be noted t h a t ,  l i k e  pension beneficiaries, the 



number of f amil  ies c u r r e n t 1  y r e c e i  v ing  o r  expec t ing  s o c i a l  s e c u r i t y  
b e n e f i t s  is l e s s  t h a n  t h e  sum of t h e  number of f a m i l i e s  c u r r e n t l y  
r e c e i v i n g  b e n e f i t s  p l u s  t h e  n m b e r  expec t ing  b e n e f i t s ,  s i n c e  a f a m i l y  may 
have  one  spouse  c u r r e n t 1  y r e c e i v i n g  b e n e f i t s  and ano the r  expec t ing  
t o  r e c e i v e  b e n e f i t s .  

8. I t  s h o u l d  be no ted  that pension w e a l t h  e s t i m a t e s  f o r  i n d i v i d u a l s  under 40 
are p a r t i c u l a r l y  u n r e l i a b l e ,  because of l a c k  of knowledge about pension 
p l a n s  and u n c e r t a i n t i e s  about f u t u r e  employment. H m e v e r ,  t h i s  
u n r e l i a b i l i t y  s h o u l d  a p p l y  e q u a l l y  t o  poor families and non-poor f a m i l i e s  
and s h o u l d  n o t  b i a s  t h e  r e l a t i v e  w e a l t h  h o l d i n g  s t a t i s t i c s .  



REFERENCES 

Ando, A l p e r t  and Franco Modig l i an i ,  "The ' L i f e  Cycle1 Hypothes is  of Saving:  
~ ~ & e ~ a t e  Imp1 i c a t i o n s  and Test%' American Economic Review, 53, 
No. 1 (March 19631, pp. 55-84. 

Avery, Robert B., Gregory E. E l l i e h a u s e n ,  Glenn B. Canner, and Thomas A. 
Gustafson,  "Survey of Consumer Finances ,  1983," F e d e r a l  Rese rve  B u l l e t i n ,  -- 
( S e p t .  19841, pp. 679-692. 

Bane, Mary J o ,  and David  T. Ellwood, l lS l ipp ing  I n t o  and Out of Poverty:  The 
Dynamics of S p e l l s w ,  NBER Working Paper No. 1199, Cambridge, MA 
(September  1983.) 

Beach, Charles  M., " C y c l i c a l  S e n s i t i v i t y  of Aggregate Income Inequa l i ty , "  
Review - of Economics - and S t a t i s t i c s ,  5 9  (February 19771, pp. 56-66. 

Blank,  Rebecca M., wAnalyzing t h e  C y c l i c a l i t y  of Incomes," P r i n c e t o n  
U n i v e r s i t y  , mimeo; A p r i l  1985. 

, and Alan S. B l i n d e r ,  nMacroeconomics, Income D i s t r i b u t i o n ,  and 
Pover ty" ,  NBER Working Paper No. 1567, Cambridge, MA (February 1985.) 

F e l d s t e i n ,  Mar t in ,  l lSocial  S e c u r i t y ,  Induced Ret i rement ,  and Aggregate C a p i t a l  
A c c ~ n n u l a t i o n , ~  J o u r n a l  of P o l i t i c a l  Economy, 82, No. 5 
(Sep tember10  c t o b e r  1 9 7 v ,  pp. 905-926. 

Modigl i a n i ,  Franco, and Richard Blumberg, l l U t i l i t y  A n a l y s i s  and t h e  Consumption 
Function:  An I n t e r p r e t a t i o n  of Cross-Sect ion Data." i n  Kenneth K.  
Kur ihara  (ed.), p o s t  Keynesian Economics, New ~ r u n s w i c k ,  N.J.: Rutgers  - 
U n i v e r s i t y  P r e s s ,  1954. 

Hi r sch ,  Barry T., l lPoverty and Economic Growth: Has Trickle-Down P e t e r e d  
Out?," Economic Inqu i ry ,  18 (January 19801, pp. 151-1 58.  

Holden,  Karen C., Richard V .  Burkhauser, and Dan ie l  A. Myers, "The Dynamics of 
P o v e r t y  Among t h e  E l d e r 1  y: Income T r a n s i t i o n s  a t  O l d e r  S t a g e s  of Lif  $ 
I n s t i t u t e  f o r  Research o n  Pover ty ,  Discuss ion Paper 11774-85, U n i v e r s i t y  
of Wisconsin-Madison, 1 985. 

Survey  Research Cen te r ,  1983 Survey of Consumer Finances,  Q u e s t i o n n a i r e  - -- - 
Form, mimeo; U n i v e r s i t y  of Michigan ( J u l y  1983).  

Thornton,  James R., Richard J. Agne l lo ,  and C h a r l e s  R. Link, l lPoverty and 
Economic Growth: T r i c k l e  Down P e t e r s  Out," Economic I n q u i r y  (June 1978),  
PP 385-394 

Wolff ,  Edward, l lEstimates of the  1969 S i z e  D i s t r i b u t i o n  of Household Wealth i n  
t h e  Uni ted  S t a t e d  from a S y n t h e t i c  Database," i n  Modeling t h e  
D i s t r i b u t i o n  and I n t e r g e n e r a t i o n a l  Transmiss ion of weal t h , J .  Smith,  ed., - - 
Chicago,  I l l . :  Chicago U n i v e r s i t y  P r e s s ,  1980. 



, "The Accumulation of Household Wealth Over the L i f  e C  ycle: A 
Microdata Analysis,n Review of Income and Wealth, Series 27, No. 2 (June --- 
1981 1, PP. 75-96. 

, "The Effects of Pensions and Social Security on the Distribution of 
Wealth i n  the U.S.," paper presented a t  the American Economic Association 
Meeting (December, 1983). 

Young, Allan,  and John Musgrave, "Estimation of Capital Stock in  the United 
S ta tes  ," paper presented a t  the Conference on Research i n  Income and Wealth, 
Toronto, 1976. 




