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DATA APPENDIX
by

David Arsenau

The data was downloaded from the PSID website at the University of Michigan
(http://www.isr.umich.edu/src/psid).  Due to size issues, data extraction requires pulling
variables from a number of different files.  Specifically, individual level data (interview
number, person number, sex, relation to head of household) are stored in a cross-year
individual file running from 1968-1992, and family-level data (race, age, education,
marital status, change in marital status, 1992 head-spouse sample status, labor income)
are stored in 25 separate single year family files (1968-1992).  Match merging of relevant
variables for the desired sample was done in SAS using code provided by the PSID
website.  The process is briefly described below.

First, a unique identifier for each individual in each year of the survey was pulled
from the 1968-1992 individual level files.  This unique identifier consists of the 1968
Person Number and an interview number for each year of the survey.  Together these 26
variables allow us to uniquely identify each individual’s family-level and individual-level
data across all 25 years in the data set.  A variable indicating the annual relation of the
individual to the head of household was also extracted from the cross year individual
data set, as was sex of the individual.  The resulting data extracted from the cross-year
individual file consisted of 52 variables with 53,013 observations.

To obtain family-level variables from each of the 25 yearly files, the cross-year
individual file was match-merged by 1968 Interview Number.  Variables extracted
include race of head, race of wife, age of head in 1992, age of wife in 1992, number of
years of schooling attained by head in 1992, number of years of schooling attained by
wife in 1992, head-spouse sample status in 1992, annual labor income of head (1968 to
1992), annual labor income of wife (1968 to 1992), annual marital status (1968 to 1992),
and annual change in marital status (1969 to 1992).

The resulting cross-year, family-individual data was then subset using two
criteria: (1.) those individuals within a family who are either the head of the household or
“wife”, as defined by the PSID for a given year; and (2.) those with head-spouse sample
status in 1992 = 1 or 5.  This second criteria captures those families in the PSID where
both head and spouse are sample members since 1968, and those families with a head
who is a sample member, but has no spouse.  It deletes all non-sample observations.
The resulting data set has 2882 observations.

Several of the family level variables in the PSID are defined according to relation
to head and not by sex.  To get the data into a more manageable form we subset the data
by sex (Male, N = 1088; Female, N = 1794) and remapped several of the variables.  For
example, the PSID records labor income of head and labor income of wife as two
separate variables.  To address this we defined labor income as labor income for head in
the male sub-sample as well as the female sub-sample where relation to head = 1.  In the



female sub-sample where relation to head = 2, we defined labor income as labor income
for wife.  This remapping was done for race, age, number of years of schooling, and
labor income.

Finally, the male and female sub-samples were appended (N=2882) and exported to a
text file to be imported to MATLAB for analysis with the following variables: FAMID
(family identifier), PID (person identifier), RACE, AGE, EDU, SEX, MSxx (marital
status in 19xx), and LYxx (labor income in year xx).



Variable PSID Code1

Person Number2 V30002

Interview Number2 V30001, V30020, V30043, V30067, V30091, V30117,
V30138, V30160, V30188, V30217, V30246, V30283,
V30313, V30343, V30373, V30399, V30429, V30463,
V30498, V30535, V30570, V30606, V30642, V30689,
V30733

Sex2 V32000

Race3,4 V21420 (V21355)

Age3,4 V20651 (V20653)

Education3,4 V21504 (V21505)

Head-Spouse Sample Status3 V21527

Relation to Head of Household2   
    (RHOH)

V30003, V30022, V30045, V30069, V30093, V30119,
V30140, V30162, V30190, V30219, V30248, V30285,
V30315, V30345, V30375, V30401, V30431, V30465,
V30500, V30537, V30572, V30608, V30644, V30691,
V30735

Marital Status3 V239, V607, V1365, V2072, V2670, V3181, V3598, V4053,
V4603, V5650, V6197, V6790, V7435, V8087, V8711,
V9276, V11065, V12426, V13665, V14712, V16187,
V17565, V18916, V21522, V20216

Change in Marital Status3,5 V5672, V5673, V5674, V5675, V5676, V5677, V5678,
V5679, V5680, V6219, V6812, V7455, V8107, V8731,
V9420, V11066, V12427, V13666, V14713, V16188,
V17566, V18917, V21523, V20217

Labor Income3, 4 V74 (V75), V514 (V516), V1196 (V1198), V1897 (V1899),
V2498 (V2500), V3051 (V3053), V3463 (V3465), V3863
(V3865),V5031 (V4379), V5627 (V5289), V6174 (V5788),
V6767 (V6398),V7413 (V6988), V8066 (V7580), V8690
(V8273), V9376 (V8881), V11023 (V10263), V12372
(V11404), V13624 (V12803), V14671 (V13905), V16145
(V14920), V17534 (V16420),V18878 (V17836), V20178
(V19136), V21484 (V20436)

1 Where multiple codes appear, variables are listed sequentially from 1968-1992,
otherwise data is taken from 1992.

2 Indicates variable taken from cross-year individual file.
3 Indicates variable taken from single-year family files.
4 Indicates variable that was remapped, codes not in parentheses are for RHOH = 1,

codes in parentheses are for RHOH = 2.
5 No change in marital status exists for 1968, therefore codes are listed sequentially from

1969 to 1992.



0-5 5-10 10-25 25-50 50-75 75-90 90-95 95-100 45-55 All
Social Security value 6,230 30,829 61,555 104,097 145,690 167,239 177,754 179,164 128,866 116,455

Other assets:  total 57,204 103,225 113,852 243,822 376,769 568,097 772,415 1,431,528 382,344 375,365
      House value 24,692 45,612 40,021 60,760 81,026 106,617 134,078 222,910 72,914 78,826
      Real estate value 4,793 12,836 15,844 30,293 34,052 54,509 66,207 167,714 37,126 39,227
      Business assets 2,799 7,947 7,409 25,665 35,513 41,809 106,917 223,031 36,056 39,724
      Financial assets 14,165 15,746 11,634 23,819 35,612 66,931 77,528 202,297 25,972 42,140
      IRA assets 3,158 4,012 5,307 9,699 17,188 35,544 53,765 79,254 13,192 19,613
      Pension value 1,018 7,002 21,668 70,140 138,436 216,857 289,104 443,382 93,930 124,991
      Health insurance value 209 1,109 3,002 6,469 11,315 16,141 13,641 10,860 80,212 8,461
      Other 6,370 8,961 8,967 16,977 23,627 29,689 31,175 82,080 22,942 22,383

Social Security as a fraction 
of total retirement assets 0.10 0.23 0.35 0.30 0.28 0.23 0.19 0.11 0.25 0.24

Social Security as a fraction 
of liquid assets at 
retirement 0.25 0.54 0.61 0.50 0.43 0.34 0.30 0.20 0.49 0.38

Average Lifetime Earnings 27,273 144,854 392,781 844,443 1,345,378 1,886,986 2,470,710 5,048,032 1,098,095 1,273,960

Notes:
1.  All data from Gustman, et al. (1997) and Gustman and Steinmeier (1998).
2.  Liquid assets include Social Security, financial assets, IRA assets, and pension value.

Lifetime Earnings Percentile -- All households

Table 1:  Social Security as a Fraction of Retirement Wealth



Future 
years of 

work

median 
1995 

income

median 
1995 net 

worth

1995 
income

/ net 
worth

Human 
capital/    

net worth: 
r=0.02; 
g=0.02

Human 
capital/        

net worth:  
r=0.08; 
g=0.02

income group
less than 10,000 23 5,000 4,800 1.0 23.5 12.7
10,000-24,999 23 17,500 30,000 0.6 13.2 7.1
25,000-49,999 23 37,500 54,900 0.7 15.4 8.3
50,000-99,999 23 75,000 121,100 0.6 14.0 7.5
100,000 and more 23 200,000 485,900 0.4 9.3 5.0

Age of head
Less than 35 37 26,700 11,400 2.3 85.0 34.3
35-44 25 39,100 48,500 0.8 19.8 10.2
45-54 15 41,100 90,500 0.5 6.7 4.4
55-65 5 36,000 110,800 0.3 1.6 1.3
65-74 1 19,500 104,100 0.2 0.2 0.2
75 and more 0 17,300 95,100 0.2 0.0 0.0

Education of head
No high school diploma 23 15,700 26,300 0.6 13.5 7.3
High school diploma 23 26,700 50,000 0.5 12.0 6.5
Some college 23 29,800 43,200 0.7 15.6 8.4
College degree 23 46,300 104,100 0.4 10.0 5.4

Race or ethnicity of head
White non-hispanic 23 48,600 73,900 0.7 14.8 8.0
Nonwhite or hispanic 23 29,500 16,500 1.8 40.3 21.8

Current work status of head
Professional, managerial 23 72,700 89,300 0.8 18.4 9.9
Technical, sales, clerical 23 46,200 43,300 1.1 24.1 13.0
Precision production 23 43,800 43,500 1.0 22.7 12.3
Machine operators and laborers23 35,600 37,300 1.0 21.5 11.6
Service occupations 23 27,200 15,800 1.7 38.8 21.0
Self-employed 23 79,000 152,900 0.5 11.7 6.3
Retired 0 27,300 81,600 0.3 0.0 0.0
Other not working 23 19,900 4,500 4.4 99.7 53.9
Notes:
1.  All data from 1995 Survey of Consumer Finances, as summarized in Kennickell, et al. (1997).
2.  Number of years of remaining working life generally assumed to be 23 years (midpoint of working
      from age 20 to age 65).  In the case of age groups, the number of years for an individual at the
      midpoint of the age group is used.
3.  Median income for the " income group" breakdown is the midpoint of the range, except for the 
      highest group (more than $100,000) where we have arbitrarily used the figure $200,000
      as the median.
4.  To calculate the ratio of the value of human capital to net worth, we capitalized current income
      over the individual's remaining working life assuming that income rises at the rate g and using 
      a discount rate of r.  This calculation assumes that current income consists of wage income
      only, which may not be a good assumption for higher-income individuals.  However, this error
      will bias upward the human capital/net worth ratio for individuals with high net worth and thus
      high non-wage income, thus reducing the disparity between high- and low-wage groups.

Table 2:  Human capital and net worth



Education Age group
# of ind's. 

in group
mean level of 

income (Y) mean ∆∆Y      std dev of ∆∆Y 

Married white females
< HS <46 9 $2,014 $97 $3,013
< HS 46-55 38 3,543 232 2,243
< HS 56-65 52 3,148 130 1,548
=HS <46 14 5,044 388 3,302
=HS 46-55 83 4,926 408 2,233
=HS 56-65 110 4,557 275 2,082
>HS <46 12 7,241 755 2,981
>HS 46-55 69 8,757 853 3,357
>HS 56-65 58 7,197 394 4,198

All members of group: 445 $5,406 $397 $2,616

Single white females
< HS <46 0 NA NA NA
< HS 46-55 0 NA NA NA
< HS 56-65 0 NA NA NA
=HS <46 1 $9,184 $816 $3,895
=HS 46-55 2 12,529 1,081 2,518
=HS 56-65 2 14,332 331 3,852
>HS <46 2 13,265 873 2,259
>HS 46-55 6 16,878 1,227 2,587
>HS 56-65 5 14,695 523 4,863

All members of group: 18 $14,677 $853 $3,388

Married black females
< HS <46 3 $5,519 $328 $2,796
< HS 46-55 25 3,362 228 2,056
< HS 56-65 29 2,846 89 1,895
=HS <46 2 11,478 861 3,296
=HS 46-55 12 6,806 530 2,288
=HS 56-65 15 5,313 353 2,441
>HS <46 2 6,048 614 2,402
>HS 46-55 5 7,412 525 2,442
>HS 56-65 10 6,394 434 2,427

All members of group: 103 $4,666 $299 $2,201

Single black females
< HS <46 0 NA NA NA
< HS 46-55 2 $6,970 $704 $1,877
< HS 56-65 2 5,346 237 3,342
=HS <46 0 NA NA NA
=HS 46-55 3 5,497 418 1,098
=HS 56-65 0 NA NA NA
>HS <46 0 NA NA NA
>HS 46-55 2 11,949 592 3,274
>HS 56-65 0 NA NA NA

All members of group: 9 $7,225 $480 $2,253

Table 3:  Summary statistics for income



Education Age group
# of ind's. 

in group
mean level of 

income (Y) mean ∆∆Y      std dev of ∆∆Y

Married white males
< HS <46 4 $10,206 $644 $8,110
< HS 46-55 37 14,447 656 4,486
< HS 56-65 72 14,534 317 5,209
=HS <46 5 17,603 939 6,976
=HS 46-55 45 21,100 1,146 6,429
=HS 56-65 74 17,562 299 6,421
>HS <46 6 19,968 1,189 6,615
>HS 46-55 68 27,793 1,713 7,524
>HS 56-65 96 26,723 796 9,343

All members of group: 407 $20,968 $806 $6,931

Single white males
< HS <46 0 NA NA NA
< HS 46-55 0 NA NA NA
< HS 56-65 0 NA NA NA
=HS <46 0 NA NA NA
=HS 46-55 0 NA NA NA
=HS 56-65 0 NA NA NA
>HS <46 0 NA NA NA
>HS 46-55 4 $12,388 $822 $4,372
>HS 56-65 2 20,214 943 2,951

All members of group: 6 $14,997 $862 $3,898

Married black males
< HS <46 1 $11,687 $665 $4,337
< HS 46-55 13 13,602 690 4,731
< HS 56-65 47 9,398 301 3,981
=HS <46 2 9,956 62 5,837
=HS 46-55 13 16,263 700 4,462
=HS 56-65 10 18,178 825 5,171
>HS <46 0 NA NA NA
>HS 46-55 5 20,871 948 4,697
>HS 56-65 4 21,204 135 6,906

All members of group: 95 $12,973 $490 $4,478

Single black males
< HS <46 0 NA NA NA
< HS 46-55 0 NA NA NA
< HS 56-65 0 NA NA NA
=HS <46 0 NA NA NA
=HS 46-55 0 NA NA NA
=HS 56-65 0 NA NA NA
>HS <46 0 NA NA NA
>HS 46-55 1 $14,847 $905 $1,044
>HS 56-65 0 0 0 0

All members of group: 1 $14,847 $905 $1,044

SSWI $12,353 $692 $262

Note:  The standard deviation of income changes was computed by first calculating the standard deviation
          of income changes for each individual over the sample period, and then computing the average of 
          these standard deviations across individuals.  



Table 4
Social Security Wage Index, Labor Income, and GNP

Growth rates

Social Security
Wage Index

Per Capita
Labor Income

Per Capita
GNP

Mean 
(% per year) 4.95 5.67 6.95

Standard
deviation 
(% per year) 2.12 2.45 2.73

Correlations

Social Security
Wage Index

Per Capita
Labor Income

Per Capita
GNP

Social Security
Wage Index 1.00 0.72 0.71

Per Capita
Labor Income 0.72 1.00 0.92

Per Capita
GNP 0.71 0.92 1.00

Note: Annual data, 1951-1997. All variables are measured in current US$.



Education Age group
# of ind's. in 

group beta se(b)
 R2: ind. 

regression
R2:  group 
regression

Married white females
< HS <46 9 -0.10 0.96 0.00 0.01
< HS 46-55 38 0.04 0.43 0.02 0.16
< HS 56-65 52 0.12 0.26 0.02 0.15
=HS <46 14 1.10 0.88 0.01 0.16
=HS 46-55 83 0.72 0.25 0.04 0.67
=HS 56-65 110 0.15 0.21 0.05 0.54
>HS <46 12 2.01 0.80 0.09 0.46
>HS 46-55 69 1.73 0.35 0.08 0.83
>HS 56-65 58 0.11 0.75 0.02 0.15

All members of group: 445 0.56 0.17 NA 0.80

Single white females
< HS <46 0 NA NA NA NA
< HS 46-55 0 NA NA NA NA
< HS 56-65 0 NA NA NA NA
=HS <46 1 5.31 2.89 0.17 0.17
=HS 46-55 2 -0.02 1.51 0.20 0.25
=HS 56-65 2 2.45 2.56 0.04 0.05
>HS <46 2 0.61 1.38 0.11 0.22
>HS 46-55 6 1.99 0.97 0.18 0.55
>HS 56-65 5 0.13 1.64 0.03 0.06

All members of group: 18 1.33 0.74 NA 0.50

Married black females
< HS <46 3 -0.55 1.59 0.02 0.03
< HS 46-55 25 -0.16 0.35 0.02 0.22
< HS 56-65 29 -0.27 0.40 0.01 0.05
=HS <46 2 0.41 1.99 0.08 0.11
=HS 46-55 12 -0.26 0.65 0.07 0.31
=HS 56-65 15 0.25 0.43 0.04 0.32
>HS <46 2 0.02 1.20 0.07 0.15
>HS 46-55 5 0.47 0.93 0.06 0.18
>HS 56-65 10 1.20 0.71 0.05 0.27

All members of group: 103 0.02 0.21 NA 0.58

Single black females
< HS <45 0 NA NA NA NA
< HS 46-55 2 0.28 0.96 0.14 0.26
< HS 56-65 2 -0.14 2.22 0.01 0.01
=HS <45 0 0.00 0.00 NA 0.00
=HS 46-55 3 0.76 0.61 0.18 0.27
=HS 56-65 0 NA NA NA NA
>HS <45 0 NA NA NA NA
>HS 46-55 2 -1.01 2.01 0.03 0.06
>HS 56-65 0 NA NA NA NA

All members of group: 9 0.06 0.67 NA 0.25

Table 5:  Estimating the sensitivity of income growth to SSWI growth



Education Age group
# of ind's. in 

group beta se(b)
 R2: ind. 

regression
R2:  group 
regression

Married white males
< HS <46 4 -2.28 4.91 0.01 0.02
< HS 46-55 37 0.64 0.84 0.03 0.30
< HS 56-65 72 -0.98 0.84 0.01 0.13
=HS <46 5 -3.15 2.53 0.03 0.14
=HS 46-55 45 0.23 1.00 0.04 0.47
=HS 56-65 74 -1.70 1.14 0.02 0.12
>HS <46 6 3.48 3.05 0.04 0.14
>HS 46-55 68 1.80 1.19 0.04 0.60
>HS 56-65 96 -0.62 1.60 0.02 0.14

All members of group: 407 -0.25 0.81 NA 0.39

Single white males
< HS <46 0 NA NA NA NA
< HS 46-55 0 NA NA NA NA
< HS 56-65 0 NA NA NA NA
=HS <46 0 NA NA NA NA
=HS 46-55 0 NA NA NA NA
=HS 56-65 0 NA NA NA NA
>HS <46 0 NA NA NA NA
>HS 46-55 4 0.77 2.66 0.04 0.06
>HS 56-65 2 -1.56 1.87 0.20 0.17

All members of group: 6 0.00 1.51 NA 0.18

Married black males
< HS <46 1 -1.92 3.43 0.04 0.04
< HS 46-55 13 0.42 1.17 0.03 0.19
< HS 56-65 47 -0.09 0.51 0.01 0.19
=HS <46 2 -1.21 3.10 0.00 0.01
=HS 46-55 13 -0.23 1.47 0.03 0.13
=HS 56-65 10 -0.82 0.88 0.05 0.38
>HS <46 0 NA NA NA NA
>HS 46-55 5 -1.86 2.13 0.05 0.14
>HS 56-65 4 -3.36 2.95 0.02 0.05

All members of group: 95 -0.39 0.47 NA 0.43

Single black males
< HS <46 0 NA NA NA NA
< HS 46-55 0 NA NA NA NA
< HS 56-65 0 NA NA NA NA
=HS <46 0 NA NA NA NA
=HS 46-55 0 NA NA NA NA
=HS 56-65 0 NA NA NA NA
>HS <46 0 NA NA NA NA
>HS 46-55 1 1.43 0.77 0.51 0.51
>HS 56-65 0 NA NA NA NA

All members of group: 1 1.43 0.77 NA 0.51

Note:   Individual regression is ∆Y(ijt) = α(ij) + β(j)∆SSWI(t)+u(ijt)
           Group regression is ∆YBAR(jt) = α(j) + β(j)∆SSWI(t) + u(jt), where ∆YBAR(jt) is the change in 
           the  mean income of the group.



size of 
group se of ∆∆Y beta se(b)

R2:  group 
regression

women only
white 668 234.35 0.62 0.13 0.90
black 330 190.54 0.06 0.15 0.73
less than HS 350 217.67 -0.03 0.17 0.43
HS 380 203.67 0.46 0.13 0.88
more than HS 282 380.43 0.99 0.22 0.88
age <46 90 439.46 1.01 0.28 0.78
age 46-55 403 268.40 0.71 0.15 0.91
age 56-65 519 269.89 0.12 0.21 0.51
all women 1012 197.24 0.44 0.13 0.88

men only
white 489 928.84 -0.10 0.74 0.45
black 130 573.16 -0.56 0.44 0.40
less than HS 217 668.80 -0.30 0.53 0.27
HS 181 846.05 -0.85 0.65 0.45
more than HS 234 1357.16 0.47 1.07 0.42
age <46 29 2254.07 0.56 1.79 0.17
age 46-55 246 720.65 0.70 0.55 0.74
age 56-65 357 1082.42 -0.84 0.84 0.19
all men 632 827.55 -0.17 0.66 0.46

women and men
white 1157 452.49 0.31 0.35 0.67
black 460 264.63 -0.12 0.21 0.64
less than HS 567 362.83 -0.14 0.29 0.36
HS 561 321.51 0.04 0.26 0.72
more than HS 516 677.79 0.75 0.52 0.67
age <46 119 593.50 0.90 0.43 0.65
age 46-55 649 352.88 0.71 0.24 0.88
age 56-65 876 552.15 -0.27 0.44 0.30
all individuals 1644 388.07 0.20 0.31 0.68

Note:   Group regression is ∆YBAR(jt) = α(j) + β(j)∆SSWI(t) + u(jt), where ∆YBAR(jt) is the change
           in the  mean income of the group.

Table 6:  Estimating the sensitivity of income changes to the SSWI:
Includes individuals with change in marital status during the sample period






