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Abstract

This article describes some facts about financial inequality in the United States that
a good theory of inequality must be able to explain. These include the facts that
labor earnings, income, and wealth are all unequally distributed among U.S.
households, but the distributions are significantly different. Wealth is much more
concentrated than the other two. Wealth is positively correlated with earnings and
income, but not strongly. The movement of households up and down the economic
scale is greater when measured by income than by earnings or wealth. Differences
across the three variables remain when the data are disaggregated by age,
employment status, educational level, and marital status of the heads of U.S.
households. Each of these classifications also has significant differences across
households. All the facts are based on data taken from the 1992 Survey of
Consumer Finances and the 1984-85 and 1989-90 Panel Study of Income
Dynamics.

The views expressed herein are those of the authors and not necessarily those of the Federal
Reserve Bank of Minneapolis or the Federal Reserve System.



The purpose of this article is to report facts on the disdabor earnings and income generated by wealth. Final-
tributions of labor earnings, income, and wealth in thely, wealthis defined as the net worth of the household,
United States. We provide a quantitative description oboth the stock of unspent past income and one of the
these three most often discussed dimensions of inequatources from which income (capital income) is ob-
ity.* Providing such a description is no easy task, maintained. Moreover, given that labor income and capital
ly because, in abstract termisequalitymeans very lit-  income are perfect substitutes as far as their purchas-
tle, and when we try to givimequalitya concrete mean- ing power is concerned, wealth also plays a potentially
ing, we discover its multidimensional nature. important role in the labor supply decision and, hence,
The basic question that any study of inequality hadn the determination of labor earnings. (See the Appen-
to address is, Inequality of what? When people talkdix for details on more precise definitions of these three
about inequality, they talk about the unequal distribu-variables.)
tions of opportunities, talents, earnings, income, wealth, Additional evidence that earnings, income, and
consumption, leisure, bequests, luck, and so on. Oftewealth are easily confused is provided by the ambigu-
people treat some of these variables, especially incomeus meanings aich andpoor. When people talk about
and wealth, as if they are more or less the same. Buhe rich, it is not clear whether they are referring to the
are they? In our view, an accurate description of in-earnings-rich, the income-rich, or the wealth-rich. Also
equality should acknowledge its multidimensional na-confusing are references to the poor, including the earn-
ture, and it should consider as many of these dimenings-poor, the income-poor, and the wealth-poor. We
sions as possible. document unambiguously that these concepts of rich
Given this multidimensional nature of inequality, our and poor are not all the same.
specific objectives in this article are to use the available To document some of the earnings, income, and
data to document some of the dimensions of inequalityvealth inequality facts, we partition our sample into
and to highlight the main features of the data in a co-groups along each of these three dimensions. Since
herent and summarized fashion. people do move up and down the economic scale, we
Creating a precise description of inequality basedalso report some facts about earnings, income, and
on available data is difficult. We cannot use establishedvealth mobility.
theory to provide us with guidance because there is no Contrary to common belief, many of the character-
such thing as an established theory of inequality. Giveristics of the earnings, income, and wealth distributions
this lack of an established theory, we have attempted tare significantly different. We find that wealth is by far
provide the data in a format that allows researchers tthe most concentrated of the three variables, earnings
analyze the data with whatever theory they have irranks second, and income is the most dispersed of the
mind and to use the data to test the implications of anyhree. Furthermore, we find that even though earnings
theory? and income are highly correlated, the correlations be-
We have found two reliable and systematic sources$ween earnings and wealth and between income and
of data on inequality among U.S. households: the Surwealth are surprisingly low, 0.230 and 0.321, respec-
vey of Consumer Finances (SCF) and the Panel Studijvely. We contend that a good theory of inequality
of Income Dynamics (PSID). (The SCF is conducted byshould be able to account for the differences among the
the National Opinion Research Center at the Universityistributions of earnings, income, and wealth that we
of Chicago and is sponsored by the Federal Reservdocument in this article. Given the interdependences
with the cooperation of the Department of the Treasuryamong these variables, accounting for these differences
The PSID is conducted by the Survey Research Centes difficult.

of the University of Michigan and is funded primarily  Age The measures of inequality are different if we
by the National Science Foundation.) Every fact thaiconsider yearly earnings, income, or wealth or if we
we report in this article has been constructed from thetdy those same variables throughout the life cycles of
data obtained from one of those two sources. The sampe people in the household. Inequality measurements
ple years we use are 1992 for the SCF and 1984, 198350 differ across age cohorts. We partition our sample
1989, and 1990 for the PSID. (Earnings and income reémtg age groups to document some of these differences.

ported in these sample years are for the preceding calye find that people of retirement age play an impor-
endar year. All other data reported are for the samplegnt role in accounting for inequality.

year.) We discuss some of the technical details of the
SCF and the PSID in the Appendix.

The dimensions of inequality which we describe in
this article are the following:

Employment Statugio document the relationship
between income sources and inequality, we partition
our sample into workers (people who are employed by
others), the self-employed, retirees, and nonworkers
Earnings, Income, and Wealtiihe dimensions of (people who do not work but do not consider them-
inequality that are perhaps the most frequently studiedelves retired) according to the employment status of
and most easily confused are earnings, income, anthe household head. We report the average earnings, in-
wealth. This confusion arises in part from the twistedcome, and wealth; the shares of income accruing from
nature of the relationships among them, especially theifferent sources; and the average size of the house-
relationship between income and wealth. Fitabor  holds in this partition. We find that the self-employed
earningsis one of the components of income, the oneare rich along all three dimensions.
related to labor input. Nexincomeis defined as reve- Education.Education (or human capital accumula-

nue from all sources before taxes but after transfersﬂ-on) increases the market value of people’s time, and
Among other components, this variable includes both ’



therefore, it plays a potentially important role in the de-the essential ingredients of a successful theory of in-
termination of labor earnings and, hence, in the distri-equality.
butions of earnings, income, and wealth. To character=

: L . o . Earnings, Income, and Wealth
ize the implications of inequality in education, we par The SCF data set unambiguously shows that earnings,

tition our sample into college graduates, high schoo} come, and wealth are unequally distributed across the
graduates, and non—-high school graduates according g ’ . qually
ouseholds in the sample. The values of the concentra-

the education level of the head of the household. W ion statistics that we have computed are large. and the
report the average earnings, income, and wealth; th . . mpute g€,
ensity functions of the earnings, income, and wealth

shares of income accruing from different sources; an istributions are skewed; they present a fat lower tail
the average size of the households in this partition. IFI ; . » they p .
nd a thin upper tail. Perhaps more surprisingly, the

turns out that according to the SCF data set, there is ta show that whil . di hiahl
close association between the education level and theo IS O\c’jv ha w Hle e_arnlggs and income ar((ej 'g th
economic performance of households. correlated, the correlations between income and wealt
] ) . and between earnings and wealth are much smaller.
~Marital Status Finally, we partition the households \ye report a set of statistics that describe the earnings,
in our sample according to the marital status of théincome, and wealth partitions. Then we use those sta-

household head. We report the inequality in earningsyistics to summarize some of the earnings, income, and
income, and wealth of married households and of singlgyeajth inequality facts.

households with and without dependents. The groups of ,
singles with and without dependents are further parti-Coﬁcenffaf/OH o _ _
tioned by sex. We find that as far as the economic perL€t’s startby examining how concentrated earnings, in-

formance of households is concerned, it seems to pa§ome, and wealth are in the United States. Table 1 re-
off to be married. ports the Gini indexes, the coefficients of variation, and

the ratios of the shares earned or owned by the top 1
. , . . o MY percent and the bottom 40 percent of the earnings, in-
tant dimensions of inequality, primarily because wecqme and wealth distributions. We have chosen to re-
have not found a reliable source of data for them: o1t this |ast statistic because the bottom 40 percent is
Inherited Ability and Taste§wo dimensions of in- the smallest group that holds a positive share in all
equality, inherited ability and tastes, play importantthree distributions.
roles in labor/leisure choices, and they are, therefore, The three sets of statistics unambiguously show that
potentially important determinants of the earnings diswealth is the variable that is by far the most concen-
tribution and, indirectly, the distributions of income and trated. The households that belong to the top 1 percent
wealth. Tastes pose additional problems for theory beof the wealth distribution own 29.55 percent of the
cause they play a crucial role in most model economiesvealth, and they are on average 875 times wealthier
and are hard to measure. than those that belong to the bottom 40 percent of the
Bequests.Bequests also condition labor/leisure wealth distribution. This difference between the top and

choices, and hence, they help determine the distrib20tOM groups is about 10 times larger than the differ-
tions of earnings, income, and wealth. Bequests are af1c€ for the same groups in the income partition and
additional motive for altruistic households to save, ang2P0Ut 4 times larger than that difference in the earnings

hence, they foster earnings, income, and wealth inPartition. _ .
equality. Finally, bequests are a vehicle for the inter- The concentration statistics that we have computed

generational transmission of wealth inequality, and®!SO Show that labor earnings are significantly more

hence, they increase the persistence of that inequaligfencentrated than income. We conjecture that one of
. . the reasons for this fact is the equalizing effect of in-
Luck.Luck probably plays an important role in the

q o fi i it is hard come transfers, which we include in our definition of
etermination of inequality. But it is hard to separate;, ,meand which we do not include in our definition
luck from some other variables. Are talent, effort, judg- f earnings.Transfers make it possible for some peo-
ment, or IUC}; reasons that make some people bet’tyer OHle to receive welfare payments and not have to enter
than others? Why do champions tend to getlucky? Theg,o |ahor force, and hence, these people’s income is
difficulties that arise when trying to answer these an

; C T e ignificantly greater than their labor earnings.
other related questions justify in part our decision not gln Chartylgwe plot the Lorenz curves fo?the earn-
to discuss luck in this article. '

ings, income, and wealth distributions. In this chart, we
We also do not describe other forms of inequality,observe that in the lower part of the distribution, the
such as differences in the levels of consumption or thé-orenz curve for earnings lies below the Lorenz curve
number of hours workedlLooking at inequality from  for income. This offers additional support for our con-
those points of view perhaps should be our ultimatgecture about the equalizing effect of income transfers,
concern, since to some extent those variables show hogince it shows that income is indeed less concentrated
the households perceive their own present and futurthan earnings in the lower tail. The Lorenz curve for
opportunities, and hence, they give us a better indicaearnings crosses the Lorenz curve for income at ap-
tion of inequality in welfare. We leave this approach proximately the 87th percentile, which is the point at
for a future project. which the concentration of income increases as the
Finally, in light of the inequality facts we document, share of capital income starts to dominate. In the entire
we describe in our conclusion what we consider to bedomain, the Lorenz curve for wealth lies significantly
below the Lorenz curves for earnings and income.

We do not discuss the following potentially impor-



households with members outside the labor force. This

fgﬁl‘gﬂ;fg orts the percentiles at which the earnin is also the case for households with a retired head. In
P P gsf’act, most of the earnings-poor are apparently retirees.

income, and wealth means are located and the mean-tPr, o average age of the heads of the households that
median ratio for each of the three distributions. In Sym'belong to the lowest earnings quintile is 65.42 years.)

metric distributions, the mean is located in the 50thMoreover, households in the lowest quintile earn a sig-

percentile; consequently, the ratio of the mean 10 the s chare of income (7.93 percent), which consists
median is 1. As the concentration of a variable increas-

es, so does the mean-to-median ratio, and the Iocatiomos’[Iy of transfers and capital income, and they own
of :che mean moves to a higher perceﬁtile &l sizable share of wealth (17.92 percént).
We find that the wealth distribution is the most The households with negative earnings are mostly

skewed of the three and that income is somewhat morheaded by business owners in financial distress. In spite
Sfthese business losses, the total income of these house-

;Ir(gxqv:do ]}Tﬁg t?}?g;m d%:t'riggt?(;tr?s Za_ns d ?Lsglﬁétghgiaﬁsf(\olds is positive, s_inqe they receive signi_ficant shares of
nonzero eamings ransfers and capital income. Moreover, in the SCF sam-

' ple, the households with negative earnings are wealthy.
Correlation Specifically, the households that are in the lowest 1 per-
To describe the joint distributions of earnings, income,cent of the earnings distribution own almost three times
and wealth, we compute the correlation coefficientsthe average wealth, which puts them above the 80th
among these three variables, and we report them in Tgercentile of the wealth distribution.

ble 3. : :

[ The Earnings-Rich
_As we could have expected, our data show that earrge,; \ve consider the earnings-rich. (See Table 4.) The
ings, income, and wealth are positively correlated an ouseholds that belong to the top 1 percent of the earn-

that the correlation between earnings and income i?ngs distribution make almost 15 times the sample’s

Eggrhé aTrrr:Iif] gs Sh (;Lélgo,dgfﬁoerdér?; ;2%2?2@ ' %Vggrég?]tt Ig verage earnings, and those that belong to the top quin-
household income ile make just over 3 times the average earnings. A
A more interesting fact is that the correlation be_large share of the income of the earnings-rich comes
from business sources, which include income from pro-

tween income and wealth is only 0.321. This fact be .o hractices, businesses, and farms. Moreover,
comes more remarkable if we take into account the h'g'fhis type of income is increasing with earnings. Many

correlation between capital income and wealth. The

correlation between earninas and wealth. 0.230. is eVeofthe earnings-rich are married, and they tend to live in
ng SO Brge households. (The average household size in the
lower than that between income and wealth. The lo

correlation between earnings and wealth could arise foj " quintile of the earnings distribution is 3.09 people,
9 hile that in the lowest quintile is only 1.73 people.) In

avariety of reasons. For example, it could be a result o¥v

) - act, across the earnings distribution, except for the
the fact that wealthy households assign a S|gn|f|cantl){ower and upper tails, bgoth the proportion ofpmarried

smaller amount of timeto the labor market, perhaps .beﬁ useholds and the average household size are clearly
cause a large fraction of the households are COMPIISEM - cing with earninas
of retirees, or it could be because wealthy households 9 gs.
command lower wages. [J The Income-Poor
. Now let’s turn to the income-poor. (See Table 5.) Only

Xgewzot?;vaengl:gsdlqlrcw:]entioned the common usage .96 percent of the households in the SCF sample have

ay e ; 9€ Deroincome. The fraction of households with zero earn-
the concepts of rich and poor is fairly ambiguous. To

avoid this ambiguity, we distinguish between rich andm-gs’ recall, is 24 percent. -If we dlspount households
) - ; ~with heads over age 65, which constitute 20.26 percent
poor in terms of earnings, income, and wealth. In this ¢ o " op sample, we still find at least 3 percent of
section, we discuss some of the facts reported in Table§ample households,with positive income and zero earn-
4,5, and 6. We organize these facts into two groups:

. ings. (Their income is either capital income or trans-
those th.at pertain to the h°“$¢h°'d5 that belong to thFe?s ) (Some of this income is opgrating as a safety net
lower tail of the different partitions, which we refer to : )

generically as theoor, and those that pertain to the An additional 0.25 percent of the households have neg-

households that belong to the upper tail of the differen g\r/r?ilnngcs? n;gé(ilh;asfgazgog e?ig?]l{'iehmdsw'th negative
partitions, which we refer to generically as tfeh. We Two other important facts must be kept in mind
have chosen this organization criterion because most %

the existing theories of inequality have trouble justify- hen interpreting these numbers. One is that 1991, the
ing the two tails of the distributions. We hope that this Y of the SCF data for earnings and income, was a

characterization of the data will point to the possiblerecessmn year. The other is that the share of income

reasons the existing theories seerm to¥ail earned by the lowest quintile is procyclical. Hence, the
9 ' long-term number of the income-poor might be some-

U The Earnings-Poor what smaller than these annual data sugtést.we
Let's start with the earnings-poor. (The data on thecould have expected, the negative-income households
earnings partition are displayed in Table 4.) As manyare, once again, headed by business owners in finan-
as 24 percent of the households in the SCF sampleial distress. Given that 1991 was a recession year, the
have zero earnings, and an additional 0.42 percent haveumber of business failures that affected the households
negative earnings, because there are a large number iof our sample was probably above average.



A perhaps more surprising fact is that the income-three variables that we consider in this section. The
poor own above-average wealth. Specifically, Table Shouseholds that are in the lowest 40 percent of the
shows that the households that are in the lowest 1 pewealth distribution own only 1.35 percent of the total
cent of the income distribution own 1.54 percent of to-sample wealth, and those in the lowest 80 percent own
tal wealth, which puts them in the 85th percentile ofonly 20.51 percent of the total sample wealth.
the wealth distribution. Moreover, the households that The SCF data also show that some of the wealth-
are in the lowest 1-5 percent of the income distribu-poor are reasonably well-to-do, in terms of both earn-
tion own 0.63 percent of total wealth, which puts themings and income. Specifically, the earnings of the low-
in the second quintile of the wealth distribution. est 1 percent of the wealth-poor households are only

Across the whole income distribution, the percentageslightly lower than median earnings, and their income
of income obtained from transfers is decreasing withis slightly above median income. Furthermore, given
income. Transfers account for 75.19 percent of the inthat these households have a significant ability to bor-
come earned by the households that belong to the lowrow (with average debts that amount to approximately
est income quintile and for only 3.23 percent of the in-50 percent of average wealth), there must be some
come earned by the households that belong to the topense in which these households are not actually poor.
income quintile. Perhaps more surprising is the factthat The average net worth of the rest of the households
without transfers, 12.78 percent of the sample housein the lowest wealth quintile is approximately zero.
holds would have zero income. These households, however, also make a significant

As far as their marital status is concerned, a veryamount of income, which puts them in the second and
large percentage of the income-poor are single, botthird quintiles of the income distribution.
with and without dependents. Specifically, while sin- The wealth-poor tend to be young and single. A
gles without dependents account for about half of theotal of 33.64 percent of the households in the lowest
households in each of the lowest two quintiles, theywealth quintile have a head under age 31. This per-
represent only 31.18 percent of the total sample. Theentage is more than twice the sample average (16.44
share of singles with dependents is also significantlypercent). The percentage of households in the lowest
larger in the lowest quintile (21.12 percent) than in thewealth quintile that are single is 64.48, and 24.93 per-
total sample (11.41 percent), and the share of singlesent of them are single with dependents, which, again,
with dependents decreases as income increases. is more than twice the sample share of singles with

U The Income-Rich dependents.

Turning to the income-rich, we find that the households] The Wealth-Rich

that belong to the top 1 percent of the income distri-Finally, let’s look at the wealth-rich. Table 6 shows
bution earn about 19 times the sample’s average inthat the households in the top 1 percent of the wealth
come, but when we consider those households that bekstribution own 29.55 percent of the total sample
long to the top quintile, this number is reduced to 3wealth, and those in the top quintile own an impressive
times. Here, as was the case in the earnings partitior?,9.49 percent. Moreover, this last group of households
the income-rich receive a significant share of their in-is both earnings-rich and income-rich. (The households
come from business sources. Specifically, business irin the top quintile earn 41.21 percent of total earnings
come accounts for 27.49 percent of the income of theand make 46.15 percent of total income.) The top
households that are in the top 1 percent of the incomeuintile wealth-rich obtain significant shares of their
distribution and for 16.16 percent of the income of theincome from capital (18.39 percent) and from business
households that are in the top income quintile. sources (17.95 percent).

The income-rich also tend to be earnings- and Wealth-rich households tend to be both older and
wealth-rich. In fact, the households that are in the topmarried. The percentage of household heads in the top
income quintile hold very similar shares of earnings,wealth quintile over age 65 is 29.70, while the sample
income, and wealth: 58.36 percent, 59.91 percent, anshare of that age is only 20.26 percent, and 77.07 per-
62.73 percent, respectively. cent of the household heads in the top wealth quintile

Finally, the income-rich are mostly middle-aged andare married, while the sample share of married house-
married, and they tend to live in large households. Speholds is 57.41 percent.
cifically, in the top income quintile, 85.5 percent of obilit
the household heads are between 31 and 65 years ol opl Y dd th . le- th
88.21 percent of the top quintile household heads ar Ople Move Up and down e economic scale, they

married, and their average household size is 2.95 pe O not stay in the'same earnings, income, and wealth
Jroups forevef. Different reasons make households

Fgange earnings, income, and wealth groups. Perhaps
aging is the main cause of mobility for most house-
holds, but it is certainly not the only one. Mobility is

[J The Wealth-Poor also affected by the results of business projects and
Next, we discuss the wealth-poor. (Table 6 shows thether ventures that can bring about significant changes
wealth partition.) Approximately 3.4 percent of the in earnings to lucky or unlucky entrepreneurs. There
sample households have zero wealth, and another 3¢an also be some other radical expressions of good luck
percent have negative wealth. However, in spite of thigsuch as gambling) or bad luck (such as accidents). Yet
reasonably small number of propertyless householdsome other changes are a consequence of the conscious
wealth is by far the most unequally distributed of the effort of households to smooth consumption over time.

ple. Moreover, across the income distribution, both th
share of married households and the household size a
clearly increasing with income.



Whatever its cause, economic mobility makes inequalityquintiles is greater than the mobility among earnings or
an essentially dynamic phenomenon, and in our opinwealth quintiles.
ion, a trustworthy theory of inequality should be ableOther Dimensions of Inequality

to account for at least some of the earnings, income L
and wealth mobility facts that we report in this section Some characteristics of households that are closely re

All the facts reported so far are based on data frorrlated to earnings, income, and wealth are age, employ-

the SCF. However, since the SCF is not a panel studyment status, education, and marital status. Here we dis-

; : cuss in detail how those dimensions shape inequality
it does not track people over tinfeCherefore, to con among households in terms of earnings, income, and

struct our mobility measures, we use data from the
PSID? wealth.
We use data on household net worth from the PSIDAge
for the years 1984 and 1989 (reported in the 1984 an&ome of the differences in earnings, income, and wealth
1989 PSIDs) and combine them with data on earningaicross households can be safely attributed to the differ-
and income for the same households for those two yearsnces in people’s agé There are two main ways to
(reported in the 1985 and 1990 PSIDs). We use theuantify the earnings, income, and wealth differences.
PSID data to construct Table 7, where we report théDne way is to compare people’s lifetime statistics with
transition matrices for the 1984 earnings, income, andheir yearly statistics. This would require following a
wealth quintiles. sample of households through their entire life cycle.
For example, the entry in the first row and the first Unfortunately, we do not have a long enough panel to
column of Table 7 reports that 85.8 percent of thedo that. Thus, we choose instead to use the other way
households in the lowest earnings quintile in 1984 weref quantifying differences: to partition the population
also in the lowest earnings quintile in 1989. To avoidof the household heads into age cohorts and compute
the role of retirees in shaping the mobility of house-the relevant statistics for each cohort. We report these
holds with zero earnings, Table 8 reports the transitiorstatistics in Table 9. Specifically, we report, for 10 age
matrices in earnings for households with positive earneohorts and for the entire sample, the U.S. sample av-
ings in both sample periods. To partially control for the erages and the Gini indexes for earnings, income, and
role played by age in shaping the properties of the mowealth; the percentages of income from various income
bility of earnings, Table 8 also reports the transitionsources; the relative cohort size; and the number of peo-
matrices of earnings for those households with headple per primary economic unit.
between the ages of 35 and 45 in 1984. We find that earnings are monotonically increasing
As far as earnings is concerned, the households iwith the age of household heads until age 50, when
the lowest quintile are by far the least mobile. Thisearnings start to decline. As we could have expected,
lack of mobility is probably mostly attributable to age- the earnings of households with a head over age 65
related issues, but it could also reflect some form ofdrop significantly to only about 15 percent of the sam-
earnings poverty trap. (Recall that the lowest quintileple’s average earnings. The income of the different age
is made up of a large fraction of retirees, and retireegohorts displays a similar behavior. Income is moder-
seldom move out of retirement.) In general, the lowesttely increasing until age 55, and then it declines, albe-
and highest quintiles should be the least mobile, sincé significantly more gradually than earnings. The aver-
the households in those quintiles can only move eitheage income of households with a head over age 65 is
up or down the economic scale, while those in the midclose to 62 percent of the average income in the total
dle quintiles can move both up and down. The housesample. Wealth is also monotonically increasing in the
holds in the three middle quintiles are clearly the mostearly stages of the life cycle and peaks a little before
mobile. When we exclude the households with zercage 60, five years after income does. The group over
earnings, the second-highest eigenvalue for earnings &ge 65 owns more wealth than any of the groups age
only 0.687. In this case, earnings becomes the most5 and under.
mobile of the three variables and wealth the most per- With some exceptions, the Gini index for earnings
sistent. is moderately increasing with age, and it is highest for
As far asincome is concerned, again, the householdée group over age 6%.The Gini index for income dis-
in the lowest quintile are the least mobile, but they areplays a similar behavior. A perhaps more surprising fact
more mobile than those in the lowest quintile of theis that age seems to make little difference for wealth in-
earnings partition. In contrast, in the wealth partition,equality. The maximum difference in this statistic be-
the households in the top quintile are the least mobiletween ages is only 0.089, and if we do not take into
This suggests that wealth is the most persistent of thaccount the youngest cohort (whose wealth is the most
three variables under study. concentrated), then this difference drops to only 0.036.
These transition matrices include a lot of informa-  As far as the income sources of the different age
tion. We want to use a simple, one-dimensional sum¢ohorts are concerned, it appears that they are almost
mary statistic. One such statistic is the second-higheshonotonic in age for all types of income. With the ex-
eigenvalué?® The closer this eigenvalue is to 1, the ception of the youngest and the 36—45 age groups, the
more persistent is the variable under study. The secondhare of labor income decreases as age increases. The
highest eigenvalues for earnings, income, and wealtkhare of capital income tends to increase with age. The
are 0.807,0.742,and 0.804, respectively. Therefore, ashare of business income is lowest at both ends of the
cording to these statistics, the mobility among incomeage distribution and highest in the 36-45 and 61-65
age groups. The smaller shares in the 46—-60 age group



are hard to explain. The share of transfers is quite lownake up 50.2 percent of the SCF sample; college house-
for all ages except, of course, for the older cohorts. Itholds, 28.6 percent; and no—high school households,
increases somewhat in the 61-65 age group, and the remaining 21.2 percent. On average, college and
peaks in the over-65 age group; transfers account fonigh school households have earnings that are, respec-
almost half of the latter group’s income. In the case oftively, about six and three times higher than the earn-
households with heads age 25 and under, transfers algugs of no—high school households. The differences in
account for a larger share of income than in the middlewealth holdings are also large, about five and two times
aged groups. larger, respectively. Finally, the differences in income,
Employment Status a_llthough still large—about four and. two times, respec-
Next, in order to document the relationship between in_tlvely—are somewnhat smaller due in part o the equal-
' izing effect of transfers, which account for 28.2 percent

come sources and inequality, we partition the SCF SaM ¢ 4he income of no—high school households.

ple into workers_, the self-employed, retirees, and non- The Gini indexes show that the concentrations of in-
\évgdlgiﬁol?jcﬁg;%n?n t_?_ag}: ge mv\?éoygi?tt tf]t:tfgggfdhgcome qnd Wea_lth are very similar across e_ducation lev-
: N . .~ ~—gls, while earnings are most concentrated in households
sample averages and Giniindexes for earnings, income, 1o high school
and wealth; the percentages of income from various ‘
sources; the relative cohort size; and the number of Peg;,
ple per primary economic unit for these four employ-
ment status groups and for the entire sample.

It turns out that the differences across these group

As far as the income sources are concerned, college
useholds obtain more income from business and cap-
ital sources than do other groups; households that have
completed high school are mostly laborers; and among

are substantial. Workers are the largest group; the a%” these groups, households with no high school re-
' gestgroup, they ative the largest share of income from transfers and the

icnousngl;o\:v(s)érll.(gr[;e;gnég ;H:ezzarlprfér;l;hﬁ aﬁg{?ﬁgf%gbwest share from labor, capital, and business sources.
se?m le average. and their avepra e incogﬁe is near Finally, itis also the case that the average size of the
P ge, 9 y §CF primary economic unit is slightly increasing with

percent higherth_an 'Fhe_s_ample average. Also, Worker%he amount of education of the head of the household
average wealth is significantly lower than the sample ’

average. (Workers own about 67 percent of the samplé&/arital Status

average.) Although self-employed households make upn this section, we document the relationship between
only 10.9 percent of the sample, they enjoy a remarkmarital status and inequality. For this purpose, we par-
ably good financial situation. Their income is almosttition the SCF sample into married and single house-
twice the sample average, and they own an even grealolds according to the marital status of the head of the
er share of wealth—more than three times the samplaousehold. We also partition singles according to
average. Retirees account for 18.1 percent of the samvhether or not they have dependents, and we subdivide
ple. Theirincome is about 78 percent of the average. Athese two partitions according to the sex of the head of
we could have expected, while both the earnings anthe household. We refer to these groups asheital

the income of retirees are below the sample averagestatus partitiont® In Table 9, we report the averages
their wealth is above the average (almost 24 percerdind Gini indexes for earnings, income, and wealth; the
above it). Households with a head who does not workpercentages of income from various income sources;
are both income-poor and wealth-poor. The earningshe relative cohort sizes; and the number of people per
of these households are less than one-third of the aveprimary economic unit for these marital status groups
age earnings, which account for half of their income.and for the entire sample.

Another important source of income for this group is  The main properties of the marital status partition are
transfers. the following: compared to single households with or
without dependents, married households make substan-

ﬁggtca:zogrder to document the relationship betwee fially higher earnings and income and own a substan-
’ P riially higher amount of wealth. This is still the case if

education and inequality, we partition the SCF sampley i e the earnings, income, and wealth of married
into three groups based on the level of education at;

X X L households by two to account for double-income house-
tained: a group labelecbllege , which includes house- holds

holds with a head who has at least a college degree; a y,,.
group labeledigh schoolwhich includes households
with a head who has a high school degree but has n

completed college; and a group labeferhigh school,

We find that singles without dependents are signifi-
antly better off financially than singles with depen-

ents. Not only are the earnings of singles without de-
;P ) endents about 12 percent higher, but their income is
which includes households with a head wha has no bout 30 percent higher, and their wealth is close to an

completed high school. In Table 9, we report, for thes(%mpressive 120 percent higher than singles with depen-
three education groups and for the entire sample, thg, "o vever. the average household size of singles
averages and Gini indexes for earnings, income, an ' '

! i : vithout dependents is only about one-third of the aver-
wealth; the percentages ofincome from various SOUCES 56 household size of singles with dependents. The per-
the group size; and the number of people per primary, )

) ) entage of income from transfers is about three times
economic unit.

) . larger for single households than for married house-
According to the SCF data set, there is a close aSSqoids. As we could have expected, the percentage of in-

ciation between the education level and the economit - "e 0o e is the largest for singles with de-
performance of households. High school househOIdBendents



As far as the Gini indexes are concerned, both the  cessful theory should account for how the patterns
earnings and the income of single households without  of household formation and dissolution shape in-
dependents are the most unequally distributed, while  equality.
the greatest concentration of wealth corresponds to si
gle households with dependents.

Finally, single females significantly outnumber sin-
gle males in the SCF sample, with sample shares o

1‘27'5 percent an_d 15.1 percent, respectively. This .d'f'to account for the U.S. wealth distribution and discuss
erence Is consistent with the fact that f_emales I.'Venew directions of research that take into account the
longer than males. Single females bOth with and WIth'd{mensions of inequality we discussed in this article.
out dependents earn less labor earnings (47 percen
less), make less income (38 percent less), and own less
wealth (31 percent less) than their male counterparts.

Also, single females with dependents account for a
Body Notes

Iarge _part of the Sa_‘mple_ (9'3 p_e_rcent)’ _and th_ey ar_e n *For contributions to this work, the authors thank research technical support
a particularly bad financial position: their earnings, in- staff at the Minneapolis Fed and the editors and referees of this journal.
come, and wealth are only about 36 percent, 41 per- 1This article is by no means unique in its attempts to account for U.S. inequal-

. ity in earnings, income, and wealth. For example, Weicher (1995) describes the
cent, and 24 percent’ respectlvely, of the Sample aveg'hanges in the U.S. wealth distribution between 1983 and 1989. Using preliminary

PRIl this probably amounts to a somewhat tall order for
theorists, but work in this direction has begun. In a
ompanion article in this issue, Quadrini and Rios-Rull
ssess the performance of existing theories of inequality

ages. data, Kennickell, Starr-McCluer, and Sundén (1997) detail recent changes in the
income, net worth, assets, and liabilities of U.S. families. Wolff (1987) produces
Conclusion estimates of wealth inequality for the 1962—83 period. In contrast to these studies,

. . . we attempt to provide a global view of inequality that relates earnings, income, and
So far, economists have no satlsfactory theory of INYyealth rather than concentrate on how the distribution of one or more of these

equality. Such a theory must simultaneously accountariables changes over time.
for all of the properties of the U.S. distributions of 2Quadrini and Rios-Rull (in an article in this issue of Qearterly Reviey

. . s . review some recent theories of inequality, and they evaluate these theories accord-
earnings, mcom(_e, and wealth that we have_dISCUSSG. to how well the theories account for some of the data we report here.

. y y . - °See Slesnick 1993, 1994 for a discussion of inequality in consumption.
here: concentration, skewness, and correlation. More- 3
over, such a theory of inequality must account for the “nour discussion of the rich, we highlight the characteristics of the top 1 per-

dynamic features of such distributions. that is. the mo_cent because the households that belong to this small group make 14.76 percent

) i) of total earnings and 18.57 percent of total income, and they own 29.55 percent
bility of individual households up and down the eco- of total weaith.
nomic scale over time, which we have also discussed . 5?I'hese wealth holdings would put the households that belong to the lowest
here quintile of the earnings distribution well into the third quintile of the wealth distri-
. bution.
In light of the inequality facts in this article, we sug-  Sror details on the cyclical behavior of the income distribution, see Castafieda,
gest that the following elements are important ingredi-Piaz-Giménez, and Rios-Rull 1995.

: H Fr "Note that this could be the case, and we could still have invariant distribu-
ents for a reliable theory of inequality: tions of earnings, income, and wealth.

° Transfers. Income transfers diStOI‘t the |ab0r/ 8Actual|y, in th_e 1983 and 19_86 SCFs, there was a limited effort to follow
leisure decision. and thev allow households to Sur_households over time. See Kennickell and Starr-McCluer 1994.

! i ' Yy i 9An important shortcoming of the PSID is that, unlike the SCF, it has not been
vive without work. They are an Important SOUrCe designed to address issues related to wealth holdings, and therefore, the data for
of income for earnings- and Wealth-poor house_these variables are of lower quality, especially the data that pertain to the wealth-

. . and income-rich. For a discussion of the PSID, see the Appendix.
hOIdS' hence! they should play an Important role ONote thatin probability transition matrices, the highest eigenvalue is always 1.

in any attempt to account for the lower tails of the  tnfact, there is alarge quantitative literature that uses models in which differ-

distributions. ences in people’s age are the main source of differences in earnings, income, and
wealth across households. See, for example, Auerbach and Kotlikoff 1987, Fullerton

o BusinessesBusinesses in financial distress ac- and Rogers 1993, and Rios-Rull 1996.
count for the sizable amount of negative income 2In fact, for this group, the Gini index shows a rarely seen value higher than
rmed by manv U.S. h holds. Moreover. b I_1 because there are a nontrivial number of households with negative earnings.
ea e y a y el ousenolds. Mo G.O er, bus 13Note'[hatsingleswithoutdependents do not necessarily live alone; they may
ness income Is an iImportant source of income foraiso live with other financially independent adults.
the households in the upper tails of the distribu-
tions. These facts suggest that both business suc-

cesses and business failures should be importarﬂppendix

elements for any theory of inequality. . o
« Retirees.Retirees hold a large share of total Data Sources and Variable Definitions

wealth. Moreover, their labor earnings are zero.
These facts spell trouble for any theory of inequal-

ity that abstracts from elements of the life cycle. ) ,
. Here we describe where we got the data and how we define
«  EducationHouseholds whose head has a colleggne variables discussed in the preceding article.

education have more than twice the earnings, in-
come, and wealth of those households whose heagat@ Sources

has a high school education. Understanding the de2ur Primary data source is the 1992 Survey of Consumer Fi-
termina%ts ofthe acquisition of education bgcome ances (SCF) conducted by the National Opinion Research

ial fund ding i i enter at the University of Chicago and sponsored by the
a crucial part of understanding inequality. Federal Reserve with the cooperation of the Department of

« Marital Status.The better financial performance the Treasury. The SCF is probably the most comprehensive
of married households over single households cansource of data on the earnings, income, and wealth of U.S.
not be accounted for only by family size. A suc- households.



The SCF uses a two-part sampling strategy designed t€hildren, food stamps, and other forms of welfare and assis-
obtain a sufficiently large and unbiased sample of wealthietance; income from Social Security and other pensions, annu-
households. The 1992 sample includes 3,906 households, oities, compensation for disabilities, and retirement programs;
of which 2,456 were selected using standard multistage areancome from all other sources including settlements, prizes,
probability sampling methods. The remaining 1,450 housescholarships and grants, inheritances, gifts, and so on.
holds were selected using tax report data. This second group In other words, the notion of income that we use attempts
of households was specifically selected to oversample wealttte include all before-tax income received during the year. It
ier households. To enhance the reliability of the data, the SCRpproximately corresponds to the payments to the factors of
also makes weighting adjustments for survey nonrespondentproduction owned by the household plus transfers. However,
(See Kennickell and Starr-McCluer 1994 and the referenced does not include imputed income from the services of some
contained therein for details on the properties of this data sessets such as owner-occupied housing. (See Slesnick 1992,
Also see Kennickell, McManus, and Woodburn 1996 for the1993 for details.)
f::,ﬂlstt;:)al apparatus for understanding the significance of thﬁ Wealth

Our secondary data source is the Panel Study of Incomé\/e definewealthas the net worth of households. This in-
|

: udes the value of financial and real assets of all kinds net of
gfy%imﬁ]siv(:gg) cjcfo&?cuh(:ige:nbg ntgefusr]%glg);)ﬁrisaerﬁ;cgﬁﬁgtevarious kinds of debts. Specifically, the assets that we consid-

National Science Foundation. The PSID follows householdsZLgrzllﬂ(‘)?hfgr”%\a/'sr;géggzgegﬁ : Skﬁ\ngd :égg;rr]f: l g::ﬁftiigtgrsm;
over time, and we have used its data to construct our meadeposit, and other banking accounts; IRA/Keogh accounts,

sures of household mobility. The only two years for which onev market accounts. mutual funds. bonds and stocks
PSID data on household wealth are available are 1984 angio <Y ’ ! NN
cash and call money at the stock brokerage, and all annuities,

1 ) . X -
igﬁ% ﬂvgincggwgbén:nglig%g ?;Zt\’\:'é?e??éal%réz{’ggénggsagnddzgrusts, and managed investment accounts; vehicles; the cash
like the SCF sample, the PSID sample includes a very 'SmalYaIue of term life insurance policies and other policies; mon-

number of income-rich and wealth-rich families; therefore,ey owed by friends, relatives, businesses, and others; pension

the statistics computed for the right tail of the distribution p'agi?ﬁgﬁmﬂﬁe&lgﬁﬁgﬁpﬁ zﬁdhgthﬁgﬁqgfﬁéss'e used
based on the PSID data set are less reliable. ghtly

in other studies. Wolff (1995), for instance, provides several
Variable Definitions definitions ofhousehold wealtiThe definition of his that is
Households closest to ours is what he catisarketable wealthThe main

The households in this article are the primary economic unitdlifference between this definition and ours is that he does not
of the SCF. A primary economic unit includes a person orinclude vehicles and pension plans accumulated in accounts,

a couple of persons who live together and all the other peryvhile we do. Kennickell and Starr-McCluer’s (1994) defini-

sons who live in the same household who are financially delion differs from ours in that they include the current face
pendent on them. For example, underage children and iyalue of term life insurance policies that build up a cash val-
some circumstances, older relatives are considered depeH€ (thatis, the cash amount paid in case the particular event

dents. A financially independent person who lives in the sam&@Ccurs), while we include only the cash value of these poli-
house, such as a roommate or a brother-in-law, is not con'¢S:
sidered to be a member of the unit. The SCF and the U.S. NIPA

We also follow the SCF convention as far as the determi-other data available onincome and wealth are consistent with
nation of the head of the household is concerned. The SCkhe SCF sample data. For example, in the 1992 SCF sample,
considers the male of a couple to be the head of the housewerage household income for the calendar year of 1991 was
hold: $45,924, and average household income excluding transfers
Earnings, Income, and Wealth for that year was $41,610. In comparison, 1991 personal in-

The key variables that we consider in this article are labo/c0Me Minus government transfers, as measured by the U.S.

earnings, income, and wealth. The definitions of these varin@tional income and product accounts (NIPA), was slightly

ables are as follows. over $40,000.
Also, in the 1992 SCF sample, average household wealth

U Earnings in 1992 was $184,308, and the resulting ratio of wealth to in-
We definelabor earningsas wages and salaries of all kinds come minus transfers was 4.43. The ratio between the Feder-
plus a fraction of business income. Business income includes| Reserve flow of funds accounts measurement of household
income from professional practices, businesses, and farmet worth and the NIPA definition afational incomewas
sources. The value for the fraction of business and farm in4.31 in 1988. Notwithstanding the differences in the defini-
come that we impute to labor earnings is the samplewide rations ofincomeandwealth, these two ratios are fairly simi-

tio of unambiguous labor income (wages plus salaries) to thgyr 3

sum of unambiguous labor income and unambiguous capital

income. In the sample that we consider, this ratio is 0.864.

U Income i
We definéncomeas all kinds of revenue before taxes. Hence,Appf”d'; Notes _— , A "
our definition of income includes both government and pri- At 7 e this article was written, 1994 PSID data on household wealt
vate transfers. i i 2In single households, the financially independent person of either sex is con-

Specifically, the sources of income that we consider argidered to be the household head.
the following: wages and salaries; income (whether positive  3Note that in our definition ofvealth,we have not included the present value
or negative) from professional practices, businesses, and farf pension plans not accumulated in accounts. B
sources; interest income, dividends, gains or losses from the “These calcu!atlons are based on a population size of 250 million and an aver-

8 . a&e household size of 2.4 people.
sale of stocks, bonds, and real estate; rent, trust income, and . . -
- - ; . To refine our comparison, we should subtract from the NIPA definitioraef

royalties from any other |nve.stment.or business; Unemployfional incomethe following components: corporate profits minus personal divi-
ment and worker compensation; child support and alimonygends, employer contributions to Social Security, and the rent imputed to owner-

Aid to Dependent Children. Aid to Families with Dependent occupied houses. We should also subtract from the Federal Reserve flow of funds
! accounts measurement of household net worth the value of all consumer durables
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denominator of the wealth-to-income ratio, and we conjecture that the corrected nances from 1989 to 1992: Evidence from the Survey of Consumer Finances.
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Tables 1-3
Measures of U.S. Earnings, Income, and Wealth

Table 1 Concentration

Ratio of

Gini Coefficient Top 1% to
Variable Index of Variation Bottom 40%
Earnings 63 419 211
Income 57 3.86 84
Wealth 18 6.09 875

Table 2 Skewness

Percentile Ratio of

Location Mean to

Variable of Mean Median
Earnings 65 1.65
Income 4l 1.72
Wealth 80 3.61

Table 3 Correlation

Correlation
Variables Coefficient
Earnings and Income 928
Earnings and Wealth 230
Income and Wealth 321

Source: 1992 Survey of Consumer Finances




Chart 1

The Lorenz Curves for the U.S. Distributions
of Earnings, Income, and Wealth
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Charts 2-5
U.S. Distributions of Earnings, Income, and Wealth
With Levels Normalized So That the Mean is 1*
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*0On all of these charts, the last plotted bar represents the frequency of households
with more than 9.91 times the average level.

Source: 1992 Survey of Consumer Finances
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Table 4

U.S. Households Ranked by Earnings . . .

Characteristics of Sample Households in Each Earnings Group*

The Earnings-Poor

Households in Earnings Quintiles

The Earnings-Rich

Bottom Top Total
Household Characteristics 1% 1-5%  5-10% 1st 2nd 3rd 4th 5th 10-5% 5-1% 1% Sample
Share of Total Earnings -40 .00 .00 -40 319 1249 2333 6139 1238 1637 1476 100.00
Sample Ratio of Farnings Group
(% of $) Average to Sample Average ~ —.41 .00 .00 -.02 16 .62 117 3.07 247 4.09 1476 1.00
Income 29 1.54 1.78 7.93 787 1124 1975 5321 1060 1480  13.09 100.00
Wealth 2.92 3.32 4.09 1792 1224 8.30 1371 4783 8.84 14.59 14.68 100.00
Share of Each Source of Income
(Go/:'(();g)’s Income Labor 33.28 .00 .00 120 2775 7697 8148  67.72 75.79 67.76 43.28 63.06
Capital 101.58 28.14 31.58 3158 18,63 5.50 5.74 7.92 6.45 930 1167 9.93
Business —156.07 .00 .00 -5.63 1.70 349 417 1779 968  13.75 4385 10.37
Transfers 91.42 59.46 63.81 5513 37.00 8.67 3.26 93 1.45 51 43 9.39
Other 29.79 12.40 4.61 1772 1492 5.37 5.36 5.65 6.62 8.68 a7 7.24
Share of Each Age of Household Head
(Gu/:?)?g;plse?mple Share of Each Group
30 and Under .55 5.90 7.34 6.42 2217 2624  19.55 7.79 7.50 5.02 2.02 16.44
31-45 19.41 10.48 8.06 1067 2567 3939 4565  49.19 55.06 4252  34.01 3411
46-65 20.49 19.60 18.95 1959 2411 2906 3187 4131 3569 5077 59.27 29.19
Over 65 59.55 64.02 65.65 63.31  28.05 5.32 2.93 1.72 1.75 1.69 470 20.26
Average Age (Years) 65.22 65.82 66.03 6542 4963 4118 4161 4432 4359 4626 49.22 48.43
Marital Status
of Household Head
Married 42.95 32.68 29.55 3213 3829 5365 7213  90.86 9450  93.91 87.69 57.41
Single
Without Dependents 44.07 53.71 55.59 5322 4333 3075 2021 8.39 4.60 599 1113 31.18
With Dependents 12.98 13.61 14.86 1465 1838  15.60 7.65 .75 .90 10 118 11.41
Average Household Size (Number of People) 2.05 1.66 1.72 1.73 2.06 2.4 2.79 3.09 3.09 323 3.01 2.41

*Percentages may not sum to 100% due to rounding

Source: 1992 Survey of Consumer Finances




Table 5

... Ranked by Income . ..
Characteristics of Sample Households in Each Income Group™

The Income-Poor

Households in Income Quintiles

The Income-Rich

Bottom Top Total
Household Characteristics 1% 1-5%  5-10% 1st 2nd 3rd 4th 5th 10-5%  5-1% 1% Sample
Share of Total Income =30 16 54 218 663 1180 1947 5991 1072 15.87 18.57 100.00
Sample Ratio of Income Group
(% of $) Average to Sample Average =31 .04 RA Rl 33 59 97 3.00 214 3.97 18.57 1.00
Earnings =37 07 19 M 537 1260 2295 58.36 1232 16.76 11.73 100.00
Wealth 1.54 63 .86 529 7.05 995 1498 6273 197 2225 1632 100.00
Share of Each Source of Income
(G/r %?gs Income ey 2876 3011 2406 3035 5746 7482 8161 5620 7298 6205 2175 63.06
Capital 1.56 7.30 68 3N 523 4.94 588  13.00 1085  16.30 17.08 9.93
Business —135.55 97 1.45 -18.28 1.03 2.44 376  16.16 1134 16.19 27.49 10.37
Transfers 6.31 60.56 7370 7519 3479 1662 7.94 3.23 3.79 2.56 69 9.39
Other -1.08 1.05 12 62 149 1.18 80 114 1.03 2.90 32.98 7.24
Share of Each Age of Household Head
g/:%?géipi?mple Share of Each Group
30 and Under 10.46 2813 20.39 1949 1964 2264  14.05 6.36 6.62 321 3.72 16.44
31-45 28.73 20.10 19.20 2244 2503 3718 4228 4364 4428  39.50 29.40 3411
46-65 39.89 29.71 2518 2255 2482 2349 3321 4186 4213 47.36 52.47 2919
Over 65 20.92 22.06 35.23 3552 3051  16.69 10.46 8.13 6.96 9.92 14.40 20.26
Average Age (Years) 52.46 47.96 53.80 5318 51 4511 4528 4737 46.94  49.50 52.54 48.43
Marital Status
of Household Head
Married 32.95 21.93 16.39 2230 4385 5687 7583 8821 89.13 9099 80.86 57.41
Single
Without Dependents 52.82 56.07 58.79 56.58 4035 2978  19.01 1019 10.59 8.29 16.72 31.18
With Dependents 14.23 22.00 24.82 2112 1580  13.35 5.16 1.60 .28 72 2.4 1.41
Average Household Size (Number of People) 1.76 1.87 1.87 187 208 240 276 295 200 312 269 2.41

*Percentages may not sum to 100% due to rounding

Source: 1992 Survey of Consumer Finances




Table 6

... And Ranked by Wealth

Characteristics of Sample Households in Each Wealth Group*

The Wealth-Poor

Households in Wealth Quintiles

The Wealth-Rich

Bottom Top Total
Household Characteristics 1% 1-5%  5-10% 1st 2nd 3rd 4th 5th 10-5% 5-1% 1% Sample
Share of Total Wealth -.52 -.02 01 -39 1.74 572 1343 7949 1262  23.95 29.55 100.00
Sample Ratio of Wealth Group
(% of $) Average to Sample Average -52 .00 .00 -.02 .09 29 67 3.97 2.52 599 29.55 1.00
Earnings .83 118 88 705 1450 1648 2076 4121 843 1234 7.65 100.00
Income .75 11 1.26 690 1255 1487 1954  46.15 9.05  13.80 9.59 100.00
Share of Each Source of Income
(G/r %?gs Income ey 7887 7578 5030 7215 8130 7655 7156 4880 5786 4340 3050 6306
Capital 11.48 .09 21 1.68 53 2.40 464 1839 15.04  20.27 33.54 9.93
Business .64 .36 .36 1.65 2.22 3.83 575 1795 1062  24.31 31.22 10.37
Transfers 8.79 22.26 34.76 20.06 717 1130 1093 7.14 9.76 494 2.39 9.39
Other 22 1.50 14.36 4.46 8.77 5.94 71 1.72 6.71 7.07 2.34 7.24
Share of Each Age of Household Head
g/:%?géipi?mple Share of Each Group
30 and Under 11.64 31.19 3317 3364 2749  13.64 5271 2.14 1.06 1.34 49 16.44
31-45 56.77 45.45 30.57 3648 3913 3748 3579 2169 1856  21.11 14.00 3411
46-65 24.67 16.68 18.45 1706 2139 2681 3421 46.46 5132 50.53 54.82 2919
Over 65 6.92 6.69 17.80 1281 1199 2207 2472 29.70 29.06  27.01 30.70 20.26
Average Age (Years) 4216 38.62 4314 4090 4232 4943 5261  56.89 57.71 56.33 59.28 48.43
Marital Status
of Household Head
Married 70.79 29.82 21.84 35652 4982 5942 65623 77.07 79.30  83.83 85.27 57.41
Single
Without Dependents 23.56 38.47 4518 3955 3628 3096 2842 2070 1845 1494 12.06 31.18
With Dependents 5.64 3171 32.98 2493 1390 9.62 6.35 2.24 2.24 123 2.68 1.4
Average Household Size (Number of People) 251 2.44 228 237 236 244 243 247 238 274 258 2.41

*Percentages may not sum to 100% due to rounding

Source: 1992 Survey of Consumer Finances




Table 7

Three Measures of the Economic Mobility

of U.S. Households

Percentage of Households in Each Quintile in 1984

That Were in Each Quintile in 1989

1989 Quintile
1984
Measure Quintile 1st 2nd 3rd 4th 5th
Earnings 1st 85.8 116 14 6 5
2nd 186 409 30.0 7.1 34
3rd 7.1 12.0 47.0 26.2 7.6
4th 75 6.8 17.5 46.5 217
5th 58 41 55 18.3 66.3
Income 1st 71.0 17.9 7.0 29 13
2nd 19.5 438 229 10.1 37
3rd 5.1 25.5 37.2 24.9 7.3
4th 2.5 10.7 234 425 20.8
5th 19 2.1 9.5 20.3 66.3
Wealth 1st 66.7 234 6.6 2.9 4
2nd 254 46,6 204 54 2.3
3rd 58 244 449 20.5 4.6
4th 18 46 224 49.6 216
5th T 8 57 216 7.2

Source: 1984, 1985, 1989, and 1990 Panel Study of Income Dynamics




Table 8

A Closer Look at the Economic Mobility
of U.S. Households

Percentags of Households in Each Earnings Quintile in 1984
That Were in Each Earnings Quintile in 1989

1989 Quintile
Type of 1984
Household Quintile st 2nd 3rd 4th 5th
With Positive  1st 58.8 25.1 9.0 51 2.0
Earnings
in Both 1984 2nd 20.2 456 216 8.6 4.0
and 1989 g4 97 202 404 219 78
4th 7.7 6.1 20.0 459 204
5th 3.6 2.9 9.0 18.4 66.1
With Heads ~ 1st 63.3 27.2 4.0 3.3 2.3
—4
B nd 286 M3 23 73 24
in 1984 3rd 47 167 470 251 6.6
4th 6.9 8.1 20.2 446 201
5th 1.1 40 6.4 191 69.3

Source: 1984, 1985, 1989, and 1990 Panel Study of Income Dynamics




Table 9
Other Dimensions of U.S. Inequality
Breakdown of U.S. Household 1992 Sample by Characteristics of Household Head*

Average Level (1992 $) Concentration (Gini Index) Source of Income (%) % o Hﬁ\ﬂsiﬁ%?d

Characteristic Eamnings  Income  Wealth Eamnings Income  Wealth Labor  Capital Business Transfers Other Sa?nple (NumberléfePeople)
Age
25 and Under 16,210 18,908 26,207 528 471 808 84.0 1.7 2.0 6.4 58 6.8 2.23
26-30 29,937 34,009 35732 410 418 734 86.4 1.7 1.9 2.6 73 9.7 2.44
31-35 39,164 47,701 76,060 466 494 755 75.0 32 8.2 3.1 105 121 312
36-40 47123 54,618 102,234 542 555 79 66.4 33 23.0 2.4 49 114 3.02
41-45 48,367 58,616 187,820 506 513 753 74 8.3 12.8 40 34 10.6 312
46-50 52,301 62,914 254,922 A73 499 753 749 9.1 9.5 3.0 35 8.6 2.94
51-55 49,207 63,884 299,256 509 550 755 73 10.0 6.6 2.7 9.3 7.0 213
56-60 43,352 57411 357,254 613 609 751 67.0 14.3 99 47 41 6.3 2.08
61-65 29,722 53,119 300,240 793 679 744 454 14.8 12.2 15.8 11.8 73 1.86
Over 65 4927 28,442 251,850 1.032 611 725 125 268 55 434 1.7 20.3 1.51
Employment Status
Worker 41247 48532 123,958 439 467 740 83.0 54 2.3 3.0 6.3 54.9 2.67
Self-Employed 64,429 90,483 580,934 606 618 758 455 15.9 29.8 32 56 10.9 2.71
Retired 10,438 35714 228,269 955 653 689 135 19.1 18.2 351 14.0 18.1 1.62
Nonworker 9,491 18,386 72,363 786 563 818 50.3 10.7 1.5 309 6.6 16.1 223
Education
College 60,231 81,188 353,270 564 556 764 61.0 1.8 15.3 47 72 28.6 2.50
High School 27225 36,694 136,923 554 485 734 69.5 8.2 54 10.9 59 50.2 2.41
No High School 10,236 20,146 68,275 733 551 752 46.6 72 49 282 131 212 2.31
Marital Status
Married 46,580 61,692 249,398 545 522 759 65.3 9.6 1.8 6.7 6.6 574 3.09
Single

Without Dependents 15,308 26,306 113,063 729 589 760 53.0 12.8 6.0 17.3 10.9 312 1.00

With Dependents 13,653 20,186 51,426 583 474 803 64.8 55 33 22.0 44 114 2.90
Single Without
Dependents

Male 21,365 33,696 125,897 690 625 805 55.7 1.2 8.9 1.8 12.3 13.0 1.00

Female 10,984 21,030 103,899 745 534 v 50.0 14.6 2.6 236 9.2 18.2 1.00
Single With
Dependents

Male 21125 25491 85,757 451 396 754 75.4 6.2 8.6 9.8 0 2.1 2.66

Female 11,991 19,006 43,790 609 487 81 61.6 53 1.8 25.7 5.7 93 2.96
Total Sample 33,074 45924 184,308 628 573 781 63.1 9.9 10.4 9.4 72 100.0 2.41

*Percentages may not sum to 100% due to rounding
Source: 1992 Survey of Consumer Finances




