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Many studies have documented rising income inequality in the U.S. during
the 1980s (see, for example, the excellent review by Levy and Murnane, 1992).
In this paper, I examine whether a similar trend occurred for household
wealth. Moreover, since household wealth is a factor in household well-being,
I am also interested in whether it has grown faster or slower during the 1980s
than in the past and whether its growth is greater or smaller than that of
income.

Which groups gained and which lost in terms of wealth during the 1980s?
How have wealth holdings changed by income group? Between 1962 and 1983,
wealth holdings shifted sharply in favor of those households in the 45-69 age
bracket. Has this trend continued during the 1980s? Also, what has happened
to the wealth holdings of non-white families in relation to white families?
Do these trends vary by household type -- single adult households versus
married couples.

What has happened to the composition of household wealth? Is owner-
occupied housing still the chief form of family wealth? What assets have
grown most rapidly over the decade? Which forms of wealth are most
concentrated in the hands of the rich, and which are dispersed over the
middle-class? How does the composition vary by wealth class?

These are the principal issues addressed in the paper. Results are based
primarily on computations from the 1983 and 1989 Surveys of Consumer Finances
(8CF). Where appropriate, comparative results are also drawn from
computations from the 1962 Survey of Financial Characteristics of Consumers

(SFCC) and published results from the 1984 and 1988 Survey of Income and

Program Participation (SIPP).




I first discuss the measurement of household wealth (Section 1). Section
2 presents a comparison of aggregate results from the 1989 Survey of Consumer
Finances with household balance sheets derived from the Federal Reserve
Beoard's Flow of Funds. For consistency with my earlier work, I align the 1989
SCF data with the Flow of Funds, and these alignment procedures are also
discussed in this section. A similar analysis and adjustment are conducted
for household income.

Section 3 discusses the other data sources used in this study. I next
present results on time trends in average wealth holdings, as well as
household income (Section 4); and changes in the concentration of household
wealth (Section 5). I then consider changes in wealth holdings by income
class (Section 6), age group (Section 7), and race (Section 8). Section 9
investigates trends in the composition of household wealth. A brief summary

and concluding remarks are provided at the end (Section 10).

1. The Measurement of Wealth

In this study, I use marketable wealth (or net worth), HW, which is
defined as the current value of all marketable or fungible assets less the
current value of debts. Net worth is thus the difference in wvalue between
total assets and total liabilities or debt.

Total assets are defined as the sum of: (1) the gross value of owner-
occupied housing; (2) other real estate owned by the household; (3) cash and
demand deposits; (4) time and savings deposits, certificates of deposit, and
money market accounts; (5) government bonds, corporate bonds, foreign bonds,

and other financial securities; (6) the cash surrender value of life insurance

plans; (7) the cash surrender value of pension plans, including IRAs and Keogh




plans; (8) corporate stock, including mutual funds; (9) net equity in
unincorporated businesses; and (10) equity in trust funds. Total liabilities
are the sum of: (1) mortgage debt, (2)consumer debt, and (3) other debt.

This measure of wealth is used because the primary interest here is in
wealth as a store of value and therefore a source of potential consumption. 1
believe that this is the concept that best reflects the level of well-being
associated with a family’s holdings. Thus, only assets that can be readily
converted to cash {that is, "fungible" ones) are included. As a result,
consumer durables® and retirement wealthz, which are sometimes included in

broader concepts of wealth, are excluded here,

2. Alignment of the 1989 Survey of Consumer Finances

The 1989 Survey of Consumer Finances (SCF) was conducted under the
auspices of the Federal Reserve Board, and its principal objective was to
obtain information on household wealth holdings. The sample includes a high-
income supplement and has detailed information on the assets and liabilities
of the respondents.

I use the September, 1992, release of the 1989 SCF in the analysis here.
Several sets of weights were provided. I made calculations on the basis of
three sets: SRC-Design-S1 Series, SRC Designed Based weights, and FRB Model-

Based weights.3

Of the three, the first two lined up fairly well with the
aggregate household balance sheet data derived from the Flow of Funds, shown
in Table 1, and with each other, but the FRB Model-Based weights did not. As

a result, I have used only the first two in my calculations here, and all

results are based on the average of the SRC-Design-S51 series and the SRC

Designed Based weights.
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Table 1 shows a comparison of aggregate household balance sheet estimates
derived from the 1989 SCF and the Federal Reserve Board Flow of Funds (FOF).
The comparisons are approximate for three reasons. First, the categorization
of assets in the two sources is somewhat different. Second, the Flow of Funds
data refer to a sector including not only households but personal trusts and
nonprofit organizations. The assets included in personal trusts are included
in a separate trust fund category in the SCF. However, there is no
corresponding data on nonprofit organizations in the 1989 SCF. Third, the
Flow of Funds data for the household sector is not computed directly from
administrative or banking records but is calculated as a residual of total
national wealth less holdings of businesses, the government sector, financial

institutions, and foreign holdings.

[TABLE 1 AROUT HERE]

With these qualifications in mind, it is still useful to compare the two
sources to obtain an approximate gauge of the degree of coverage of the 1989
Survey of Consumer Finances. Total owner-occupied housing reported in the SCF
exceeds that of the Flow of Funds by 31 percent. This is not surprising
because housing value is based on current market value in the SCF (as
estimated by the owners), whereas in the Flow of Funds, it is based on the use
of the Perpetual Inventory Method for valuing structures and a separate
estimate for land values. The value of unincorporated business equity is also
higher in the SCF. The reasons are similar. Respondents in the SCF estimate
the current market value of their holdings, whereas the Flow of Funds uses, in
part, net investment flows to update its value each year.

In contrast, the 1989 SCF totals fall short of the Flow of Funds with

regard to financial assets. Checking accounts computed from the SCF amount to




only 73 percent of the Flow of Funds total, though the latter also includes
outstanding currency and cash. Thrift and other accounts amount to 90 percent
of the Flow of Funds total. The most glaring discrepancy arises with regard
to financial securities and corporate stock holdings: the SCF total for bonds
and securities is only 39 percent of the Flow of Funds total and for stocks
and mutual funds, only 53 percent. Total life insurance holdings are quite
close between the two sources.

On the liability side, outstanding mortgage debt totals are remarkably
close between the two sources. On the other hand, other debt reported in the
SCF is only about half the total computed by the Flow of Funds. Since
mortgage debt is the major component of total debt, the estimates of total
debt in the two sources are fairly close.

If we exclude pension reserves and consumer durables -- assets included
in the Flow of Funds but not directly in the SCF -- then total assets
estimated from the SCF are 23 percent higher than the FOF. The reason is that
the SCF total is sufficiently higher in tangible assets to more than offset
the shortfall in financial assets. Estimated total net worth from the SCF is
34 percent higher than the corresponding figure from the Flow of Funds,

4

because total debt in the SCF is lower.

Adjustment Procedures. For consistency with my earlier adjusted versions

of the 1962 SFCC and the 1983 SCF (see below), I also adjust some of the
components of the 1989 survey data so that the aggregate totals line up with
the FOF balance sheet totals. Real estate and unincorporated business equity,
though larger in the SCF than the FOF, are not adjusted, since, as suggested
above, the use of market value as opposed to the Perpetual Inventory Method is

likely to lead to higher estimated values. Since the valuation of interest

here is current market value, the SCF estimates are to be preferred.




Checking accounts, which fall short of the FOF total by 36 percent, are
proportionately adjusted upward by this amount. As noted above, part of the
difference is due to the fact that the FOF figure includes cash and currency
outstanding, so that the proportional adjustment procedure essentially assumes
that cash and currency (as well as underreported demand deposits) are
proportional to reported demand deposits. A similar procedure is applied to
thrift and other accounts, which are adjusted proportionately upward by 11
percent.

The most difficult problems are corporate stock holdings and bonds and
other securities. There are some potential explanations of these
discrepancies. First, in the Flow of Funds, stocks and bonds held in personal
trust accounts are counted as part of the stock and bond holdings of the
sector, whereas in the SCF they are treated as part of trust funds. 1In the
last line of Table 1, I have added the three components in the SCF and matched
the sum with the total of stocks and bonds in the FOF. The SCF total now
increases to 56 percent of the FOF total.

Second, as noted above, nonprofit institutions are included in the Flow
of Funds data on the household sector. Ruggles and Ruggles (1982) were able
to obtaln a separate breakdown of stock and bond holdings by households alone
on the basis of Flow of Fund data. However, for 1980, they found that the
household stock, bond, and trust holdings actually exceeded by 2 percent
($1,762.0 versus $1,719.7 billion) the total of the conglomerate household,
perscenal trust and nonprofit sector (the discrepancy is likely due to the fact
that trust accounts also hold other assets besides stocks and bonds).

Third, in the SCF, stocks held in retirement accounts are counted as part

of the retirement wealth category, whereas in the Flow of Funds data, they are
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counted in the stock category. It should be noted that retirement assets
include not only IRAs, Keogh accounts, and other individual retirement
accounts but alsc the cash surrender value of company pension plans which
allow for current withdrawal of funds by the employee. To be consistent with
the Flow of Funds, only the corporate stocks held in individual retirement
accounts should be allocated te the stock category, since the Flow of Funds
counts pension reserves of companies in a separate category. However, as
noted above, the total of thrift and other accounts, including retirement
accounts, in the SCF already falls short of the corresponding total in the
FOF, so that this source could not be tapped te close the gap between the SCF
and FOF bond and stock totals.

As a result, my adjustment procedure i1s to employ a simple proportional
adjustment factor of 1.795 (1/0.56), which was applied equally to stocks,
bonds, and trust accounts.

The last major problem concerns the non-mortgage debt category in the
SCF, which falls short of the SCF total by 50 percent. A simple proportional
adjustment procedure does not work well here, since it is likely that the
problem lies more in the non-reporting of debt, rather than in its
underestimation.’ Moreover, this is probably the most problematic entry in
the FOF, and the one in which the estimation of the household balance sheets
as a residual is likely to cause the most difficulty, since the attribution of
debt to the proper instituticnal category is particularly precarious. As a
result, I make no adjustment for the apparent shortfall of non-mortgage debt
in the SCF.

Income. Another problematic element of the 1989 SCF is reported

household income. Table 2 presents a comparison of median and mean household
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income derived from the 1983 and 1989 SCF (for calendar years 1982 and 1988,
respectively) and the corresponding figures from the Current Population Survey
(CPS). The medians derived from the two sources are very close for 1982,
while the SCF mean is 14 percent greater than the CPS mean. These results are
to be expected, since the inclusion of a high-income supplement in the SCF (in
1983 as well as 1989) will provide greater coverage of income at the top of
the distribution, thus driving up the mean but leaving the median unchanged.
However, the corresponding figures for 1988, in which the median derived from
the 198% SCF falls short of the CPS median by 16 percent and the mean is only
9 percent higher, suggests that the 1989 SCF did a poorer job in capturing

income than the 1983 SCF,

[TABLE 2 ABOUT HERE]

A straightforward alignment procedure would be to adjust the 198% SCF
income figures in such a way that the ratio of the 1989 SCF income figures to
the corresponding CPS figures are the same as in 1982. However, this would
have required an adjustment factor of 1.16 (.975/.843) for the median and 1.09
(1.143/1.046) for the mean. 1 decided on the arithmetic average of the two,
1.12, as the adjustment factor for income,

The adjustment procedures are summarized as follows:°®

Adjustment Factors for the 1989 Survey of Consumer Finances

Checking accounts 1.361
Thrift and other accounts 1.111
Stocks, bonds, and trusts 1.795
Household income 1.123

3. Other Data Sources.
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The other major data source used in this study is the 1983 Survey of
Consumer Finances (SCF). As with the 1989 SCF, this survey was conducted
under the auspices of the Federal Reserve Board. The sample also includes a
high-income supplement. As with the 1989 SCF, imputations were performed for
missing values, and the 1983 data have been aligned to national balance sheet
totals for that year (see Wolff, 1987, for details).

Where appropriate, comparisons are also made with the 1962 Survey of
Financial Characteristics of Consumers (SFCC). The 1962 SFCC was conducted by
the Federal Reserve Board and is comparable in scope and coverage with the
1983 and 1989 SCF. The 1962 data have been adjusted to align with the
national balance sheet totals (see Wolff, 1987, for details).

Also, where pertinent, comparisons are made with the 1984 and 1988 Survey
of Income and Program Participation (SIPP). Unlike the SCF data, these are
designed primarily for income and program participation information and are
representative surveys, with no high income supplement. As a result, they
yield lower mean wealth estates and lower concentration figures than the SCF
(see Wolff, 1990, for a discussion). However, they can be compared directly
with each other and can yield some auxiliary information on wealth trends over
the 1980s. The results reported here are based on two published sources:

U.S, Bureau of the Census (1986, 1990b).

In some cases, 1962 and 1983 wealth figures are reported in 1989 dollars.
The 1962 and 1983 figures are adjusted through the use of the Consumer Price
Index (which increased by 311 percent from 1962 to 1989 and by 24.5 percent

from 1983 to 1989).

4. Changes in Average Wealth Holdings
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I begin the analysis with a consideration of trends in real wealth over
the period from 1962 to 1989 (all are reported in 1989 dollars). Line 1 of
Table 3 (also see Figure 1) shows my estimates of average household net worth,
HW, in 1989 dollars based on the fully adjusted versions of the 1962 SFCC and
the 1983 and 1989 SCF files. According to these data, mean real wealth grew
at an average annual rate of 1.8 percent between 1962 and 1983 and, almost
doubling, at 3.4 percent between 1983 and 1989. By 1989, the average wealth

of households was about $200,000, almost double that of 1962,

[TABLE 3 and FIGURE 1 ABOUT HERE)]

Other measures of wealth and sources of wealth data confirm this
acceleration in real wealth growth during the 1980s. The second line shows
the estimate of average net worth in 1989 if the non-mortgage debt component
of liabilities is fully aligned to the FOF value. In this case, average net
worth grows by 2.9 percent per year, lower than in line 1, but still sizably
greater than in the 1962-83 period. In line 3 I add the value of automobiles
to HW. This adjustment results in a slightly greater acceleration of real
wealth growth in the 1983-89 period (from 1.77 percent per year in 1962-83 to
3.47 percent per year in 1983-89). T next show the estimates of average
wealth based on the original, unadjusted versions of the 1962 SFCC and 1983
and 1989 SCF (line 4). These figures show a much greater acceleration, from
2.0 percent per year in 1962-83 to 5.9 percent in 1983-89.

I also introduce the concept of financial wealth, FW, defined as net
worth minus net equity in owner-occupied housing, where net equity is defined

as the difference between the value of the property and the outstanding

mortgage debt on the property. Financial wealth is a more "liquid" concept
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than marketable wealth, HW, since one’'s home is difficult to convert into cash
in the short term. It thus reflects the resources that may be directly
available for consumption or various forms of investments. Average financial
wealth grew faster than HW in the 1983-89 period (4.3 versus 3.4 percent per
year), reflecting the increased importance of bank deposits, financial assets
and equities in the overall household portfolio over this period. On the
other hand, FW grew slower than HW between 1962 and 1983, 1.4 wversus 1.8
percent per year. Thus, the acceleration in the growth of financial wealth
during the 1983-89 period is even greater than marketable net worth.

Measures of average wealth derived from the Flow of Funds are all lower
than the corresponding survey-based estimates. The reason derives from the
discrepancy between the survey and FOF estimates of owner-occupied housing,
other real estate, and unincorporated business equity -- a difference which
grew between 1962 and 198%., However, the FOF measures all show an
acceleration of growth during the 1383-89% period. Indeed, according to all
four concepts, the annual rate of growth of average wealth more than doubled
between 1962-83 and 1983-89,

Average household income also grew faster in the 1983-89 period than the
1962-83 period. 1Its annual growth accelerated from 1.5 percentage points to
2.7. However, in both periods, average income grew more slowly than average
wealth, and the difference increased from 0.3 percentage points per year in
1962-83 to 0.8 percentage points in 1983-89.

The trend in median household wealth also gives a contrasting picture to
the growth of mean wealth. Median household wealth grew faster in the 1962-83

period, 1.6 percent per year, than in the 1983-8% period, 1.3 percent per

year. Median household wealth grew more slowly than mean household wealth in
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both periods, but the difference is much more marked for the later period, 2.2
percentage points, than for the 1962-83 period, 0.2 percentage points. The
result for the 1983-89 period, in particular, also implies that the upper
wealth classes enjoyed a disproportionate percentage of the total wealth
increase over the perioed -- a finding consistent with rising wealth inequality
during this period. Median financial wealth also grew more slowly in both
periods than mean financial wealth but its growth increased from 0.6 percent
per year in the 1962-83 period to 2.5 percent per year in the 1983-89% period.
Median household income, like median financial wealth, grew faster in 1983-89,
at 1.2 percent per year, than in 1962-83, at 0.8 percent per year. However,
in both periods, the growth in median income was less than that of median (and
mean) net worth

The SIPP estimates of average net worth for 1984 and 1988 are both far
below the corresponding figures derived from the SCF for 1%83 and 1989 -- for
1989, less than half. The SIPP estimates are also below the FOF figures for
NW3, the most restrictive wealth concept. According to the SIPP figures, mean
household wealth grew by only 0.7 percent per year over the 1984-88 period,
about a fifth of the SCF-based estimate for 1983-89, while median wealth
actually declined in real terms between 1984 and 1988, by 0.9 percent per
year. The SIPP figures appear to be unbelievably low and seem to give very

biased trends over time.

5. Rising Wealth Inequality in the 1980s

We next consider whether the concentration of household wealth has grown

over the 1980s. The results, reported in Table 4 (also see Figure 2}, confirm

a rising level of wealth inequality between 1983 and 1989. The most telling
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finding is that the share of net worth, HW, of the top one half of one percent
(the "super-rich") increased by five percentage points over this period. 1In
1989, this group owned 31.4 percent of total household wealth, compared to

26.2 percent in 1983.

[TABLE 4 and FIGURE 2 ABOUT HERE]

The share of the next half of a percent (the "very rich") remained almost
unchanged over the period, at 7.5 percent, while the share of the next nine
percent (the "rich") declined somewhat, from 34.4 percent of total wealth to
33.4 percent. The share of the bottom 80 percent declined by over three

percentage points, from 18.7 percent of total wealth to 15.4 percent.

An examination of the quintile shares reveals that while the top 20
percent increased their share of total wealth by 3.3 percentage points, the
second quintile lost 0.9 percentage points, the middle lost 0.6, the fourth
lost 0.4, and the bottom 0.9. The bottom quintile had negative net worth on
average (their debts outweighed their assets). This is true for both 1983 and
1989 (as well as 1962). Another indicator of overall inequality, the Gini
coefficient, also shows a sizable increase over the period, from 0.80 to 0.84.

Data are also presented for 1962. The estimated inequality figures for
1962 and 1983 are very similar. The Gini coefficient is 0.80 for 1962 and
0.80 for 1983; the share of the top one percent of wealth holders was 33.4
percent in 1962 and 33.7 percent in 1983; and the share of the top 5 percent
was 54.6 percent in 1962 and 55.6 percent in 1983.7

The last two lines of Panel A show results on the size distribution of

household wealth in 1989 for two other measures. The first of these, the sum

of (adjusted) HW and automobiles, shows slightly less wealth concentration
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than HW, but the differences are not great. The second of these, HW computed
with the unadjusted asset and liability figures in the 198% SCF, shows an
almost identical degree of inequality as the adjusted figures.

Comparative figures on the Gini coefficient derived from the 1984 and
1988 SIPP files are also shown. These are calculated from data on mean wealth
for 9 wealth groups. The Gini coefficients are identical in the two years,
0.69. However, as suggested above, the SIPP figures on household wealth
appear rather suspect.

Another dimension is afforded by looking at the distribution of financial
net worth, defined as net worth less the equity in owner-occupied housing.
Financial wealth is distributed even more unequally than total household
wealth. 1In 1989, the top one percent of families as ranked by financial
wealth owned 48 percent of total financial wealth, in contrast to a 39 percent
share of total net worth among the top one percent of net worth holders (also
compare the Gini coefficients of 0.84 for total net worth and 0.93 for
financial wealth in 1989). The top quintile (as ranked by financial wealth)
accounted for 94 percent of total financial wealth, and the second quintile
accounted for nearly all the remainder.

The concentration of financial wealth increased to the same degree as
that of net worth between 1983 and 1989. The share of the top one half of one
percent of financial wealth holders increased by 5 percentage points, from
34.0 percent of total financial wealth to 39.3 percent, and the Gini
coefficient rose from 0.89 to 0.93. With the exception of the next one half
of one percent, the shares of all other groups declined, with that of the

bottom 80 percent of financial wealth holders falling from 8.7 percent to 6.1

percent. Interestingly, the concentration of financial net worth also
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increased modestly between 1962 and 1983, with the share of the top one
percent rising from 40.3 to 42.9 percent and that of the top quintile from
89.6 to 91.3 percent, and the Gini coefficient nudging up from 0.88 to 0.89.

Comparable results on household income distribution are shown in Panel ¢,
where families are ranked in terms of income to calculate the percentile
shares. These data confirm that the concentration of income has also
increased between 1983 and 1989. As with wealth shares, most of the relative
income gain accrued to the top half of one percent of income recipients, whose
share grew by 4.2 percentage points. The share of the next half of a percent
actually declined, by 0.7 percentage points, while the share of the next 19
percent remained unchanged. Almost all the loss in income was sustained by
the bottom 80 percent of the income distribution, with the loss fairly evenly
spread over the bottom four quintiles. The Gini coefficient also showed a
sharp increase, from 0.48 to 0.52.% There was also a large increase in income
inequality between 1962 and 1983, with the Gini coefficient rising from 0.43
to 0.48 and the share of the top one percent increasing from 8.4 to 12.9
percent and that of the top quintile from 46.0 to 51.9 percent. According to
the CPS data, almost all of this increase occurred after 1973.

It is also illuminating to contrast the relative level of income and

wealth inequality. Wealth is distributed much more unequally than income.

The share of the top one percent of wealth holders in 1989 was 38.9 percent,
while that for the top one percent of income recipients was 16.4 percent. The
top quintile of wealth holders owned almost 85 percent of total household
wealth while the top quintile of income recipients accounted for a little over

half of total family income. The Gini coefficient for wealth in 1989 is 0.84,

compared to 0.52 for income.
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Another way of highlighting the changing distribution of wealth is to
look at changes in mean wealth holdings for the different groups. The average
real wealth (HW) of American households grew by 23 percent from 1983 to 1989.
The results shown in Panel B of Table 5 (also see Figure 3) indicate an
immense increase of the mean wealth of the top half percent, from an average
of 8.5 million dollars (in 1989 dollars) in 1983 teo 12.5 million in 1989, an
increase of 47 percent. Therefore, the average wealth of this group grew more
than twice as rapidly as overall average household wealth. The percentage
increase in the wealth of the other percentile groups declines monotonically,
from 23 percent for the next half percent, 19 percent for the next 9 percent,
15 percent for the next 10 percent, and only 1.5 percent for the bottom 80
percent. Indeed, the average wealth holdings of the fourth and bottom
quintiles actually declined in real terms: from $9,500 to $7,800 for the
fourth quintile and from -2,400 to -17,500 for the bottom quintile. The last
trend is also reflective of the growing indebtedness of American families,
particularly those at the bottom of the wealth distribution. The proportion
of households with zero or negative net worth increased from 15.5 percent in

1983 to 17.9 percent in 1989.

[TABLE 5 and FIGURE 3 ABOUT HERE]

In contrast, wealth growth between 1962 and 1983 was much more evenly
spread ocut among the wealth distribution., The average real wealth of all
groups increased. While average wealth grew by 47 percent, that of the top
0.5 percent increased by 48 percent, that of the next half percent by 47

percent, that of the next 9 percent by 51 percent, that of the next 10 percent

by 37 percent, and that of the bottom 80 percent by 44 percent. Moreover, the
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average wealth of the fourth (next to bottom) quintile grew by 82 percent and
that of the bottom quintile increased from -4,000 to -2,400.

Another indicator of rising wealth concentration is afforded by looking
at the proportion of the total increase in real household wealth between 1983
and 1989 accruing to each percentile group (Table 5). This is calculated by
computing the increase in total wealth of each percentile group and dividing
this figure by the total increase in household wealth. If a group’s wealth
share remains constant over time, then the percentage of the total wealth
growth received by that group will equal its share of total wealth. 1If a
group’s share of total wealth increases (decreases) over time, then it will
receive a percentage of the total wealth gain greater (less) than its share in
either year. However, it should be noted that in the calculations shown in
Table 5, the households found in each group (say the top quintile) may be
different in the two years.

The total wealth of American households (in 1989 dollars) grew from 13.6
trillion dollars in 1983 to 18.5 trillion dollars in 1989 (see Panel A). Of
this 4.9 trillion dollar increase, 45.8 percent accrued to the top one half of
one percent of families. The top one percent together accounted for 53.3
percent of the wealth growth, and the top quintile for 93.5 percent of the
total wealth gain.

This method of calculating the wealth gains by group is slightly
distorted since it reflects both the increase in the average wealth of a group
and the increase in the number of households in that group. For example, a
group whose average wealth shows no increase but whose number of households

does increase will be accorded a positive share of the overall wealth growth

over the period. Though there is no simple analytical way of separating out
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the effects of the growth in average wealth from that in the number of
families, I can also perform the same calculation, holding the number of
households in each group constant over time. These results are presented in
Panel B. They show an even greater share of the overall wealth growth
accruing to the top one half percent -- 54.2 percent. The top quintile
received 98.8 percent of the total wealth growth over the six-year period,
Indeed, only 1.6 percent of the total wealth growth accrued to the middle
quintile, and the bottom two quintiles accounted collectively for a loss of
7.1 percent of the total wealth growth -- a loss of about 300 billion dollars
of wealth.

In contrast, over the 1962-83 period, each percentile and quintile group
enjoyed some share of the overall wealth growth, and the gains were roughly in
proportion to the share of wealth held by the group in 1962.

Gains in financial wealth between 1983 and 1989 were also
disproportionately spread out over the wealth distribution. While the average
financial wealth of the top one half percent increased by 50 percent, that of
the bottom two quintiles actually declined (in real terms), by 22 percent for
the next to last and from -6,000 to -17,500 for the bottom. Though the
proportion of households with zero or negative financial net worth changed
very little, from 25.7 percent in 1983 to 26.8 percent in 1989, their level of
debt showed a marked increase.

Gains in the overall growth in financial wealth were distributed even
more unevenly than in net worth (HW). With the number of household held
constant, it is found that 66.2 percent of the growth accrued to the top one

percent, 103 percent to the top quintile, 3 percent to the second quintile,

0.8 percent to the middle quintile, and -6.8 percent to the bottom two




