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Introduction 

Economic inequality and social mobility are topics of extensive research and active debate in the United 

States, amid concerns that the nation’s ongoing economic recovery is not yielding widely shared gains in 

well-being. Attention to these issues has been heightened by prominent academic studies that draw 

international comparisons in inequality of income and wealth (such as Piketty 2014) and others using large 

US datasets to explore patterns in intergenerational income mobility (such as Chetty et al. 2014). Among 

the questions these two studies raise is whether the aspirations of working-class families and individuals 

are dampened by a perception that opportunities in the US marketplace are not distributed fairly. 

Chetty and colleagues have made an important contribution to the debate by focusing on the role of 

local characteristics (defined at the commuting zone level) in income mobility across generations. Their 

evidence indicates that spatial effects may impart some advantages or disadvantages to a person’s 

income prospects. 

This paper explores whether characteristics of a person’s place of residence relate systematically to 

the accumulation of family net worth during prime working years, accounting also for the effects of 

individual and family characteristics. The focus is thus on wealth (versus income), and the time frame of 

interest is within one’s prime-age lifetime (versus across generations). Specifically, we look at a 10-year 

interval of wealth accumulation—from 1989 to 1999—as influenced by county of residence in 1989, 

using a national sample of individuals who, as the head of family units, were 25 to 54 years old in 1989. 

We selected 1989–99 as a period of typical postwar economic growth (it had an annual trend rate of 3.2 

percent gross domestic product [GDP] growth), with start- and end-year information on wealth 

available in panel data (from the Panel Study of Income Dynamics, with geocoding of residential 

location) and nationwide start-of-period data on local conditions available at the county level (from the 

1990 Census).  

Why are these issues important to public policy? If the findings indicate that policy-controllable 

local conditions correlate significantly with wealth accumulation, then such information can be used to 

weigh policy options that might improve these conditions. If factors beyond policy control appear 

significant, such information can help frame reasonable expectations about the potential influence of 

policy action. 

  



This research addresses the following questions: 

 What local factors are associated with greater family wealth accumulation during pre-

retirement years, controlling for individual and family characteristics? Factors of interest 

include local labor market conditions, local housing market conditions, and local socioeconomic 

characteristics. 

 How do these effects differ by age subgroup? The subgroups, based on the 1989 age of the 

head of the family unit, are 25–34, 35–44, and 45–54.  

The three age subgroups correspond to those born in the decade preceding the end of World War II 

and in the first two postwar decades. The youngest group in 1989—family heads born between 1955 

and 1964—are late baby boomers. The middle group—family heads born between 1945 and 1954—are 

early baby boomers. The oldest group—family heads born between 1935 and 1944—are late silent 

generation babies. 

Summary of Findings  

We estimate that family wealth accumulation between 1989 and 1999 relates systematically to the 

characteristics of one’s county of residence in 1989. Specifically, we find a significant positive 

association between the growth in family wealth (both with and without home equity) and the share of 

county residents who have at least a bachelor’s degree. This effect is significantly positive for families 

with heads ages 35–44 in 1989, but not for those ages 25–34 or 45–54. We also find significant effects 

on increases in wealth of individual and family characteristics included in the models. Larger increases 

in wealth are experienced by families with heads who in 1989 were younger, more educated, non-

Hispanic nonblack, and married. The lower wealth accumulation among non-Hispanic blacks (versus 

non-Hispanic nonblacks) is associated with individual-level race or ethnicity, not with local-level racial 

or ethnic composition. Families with higher incomes and those with fewer children experienced more 

growth in family wealth between 1989 and 1999.  

The remainder of this report is organized as follows. The next section summarizes the relevant 

literature. The third section provides the conceptual framework for the research, and the fourth section 

describes the data sources used. The fifth section presents the details of the empirical approach, and 

the sixth section details the findings of the analysis. The final section discusses the conclusions and 

policy implications of the research. 
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Literature 

This study relates to a broad literature that investigates the determinants of asset building and pre-

retirement wealth accumulation, reviewed in Beverly and colleagues (2008). There is consistent 

evidence that wealth accumulation is strongly related to individual and family characteristics, such as 

race (Gittleman and Wolff 2004 and McKernan et al. 2014), marital status (Yamokoski and Keister 

2006), and family size (Keister 2004). Although some studies have explored how greater wealth enables 

families to move into areas of greater economic opportunity (Thomas et al. 2014), seemingly no studies 

estimate the relationship between local conditions and subsequent wealth accumulation. 

This lack of evidence on the influence of local conditions on wealth accumulation is surprising given 

the long-standing literature indicating neighborhood effects on other economic outcomes, reviewed 

earlier by Sampson, Morenoff, and Gannon-Rowley (2002). Evidence indicates, for instance, that living 

in a low-crime and low-poverty neighborhood is associated with better health status and fewer 

behavioral problems (Katz, Kling, and Liebman 2001). The most relevant recent research is by Chetty 

and colleagues (2014), who find that individuals who reside in areas with lower residential segregation, 

better primary schools, less income inequality, greater social capital (defined as the strength of social 

networks and engagement in community organizations in local areas), and greater family stability 

experience higher intergenerational income mobility.  

Conceptual Framework 

We are interested in understanding whether and how the economic and demographic conditions of 

one’s place of residence influence the changes in one’s family wealth over succeeding years, conditional 

on one’s individual and family characteristics.  

To model the process of wealth accumulation, we specify three time-related parameters: the length 

of the observation period over which to analyze changes in wealth; the age range of family heads at the 

start of the observation period, which establishes the portion of one’s life course over which wealth 

changes are to be modeled; and the calendar interval over which we will measure these changes.  

We set these parameters as follows:  

 Length of the observation period: 10 years. This period is long enough to capture meaningful 

asset acquisition and appreciation.  

RO LE O F LO CA L SO CI O ECO N O M I C CO N D I TI O N S I N  FA M I LY A SSET A CCUM ULA TI O N  3   
 



 Age range of family heads: 25 to 54 years old at the start of the observation period. This range 

focuses on changes in family wealth before retirement, when the process shifts from wealth 

accumulation to wealth reduction (through spending).  

 Calendar interval: from 1989 to 1999. This is to make use of the availability of wealth data from 

the Panel Study of Income Dynamics (PSID) and local data from the 1990 Census. 

The 1989–99 decade was a period of typical growth in real GDP (at an annual trend rate of 3.2 

percent), similar to both 1969–79 (also 3.2 percent) and 1979–89 (3.1 percent).1 A brief early recession 

during 1989–99 (from July 1990 to March 1991) was followed by a period of sustained growth. 

Subsequently, the March–November 2001 recession and much deeper December 2007–June 2009 

Great Recession then substantially reduced the 1999–2009 GDP growth trend (to 1.8 percent).  

For measuring changes in wealth, the unit of analysis is the family associated with a sampled 

individual. Family wealth accumulation is measured as the 10-year change in wealth of the family unit 

within which this individual resided. 

The basic modeling framework adopted is that a family’s 10-year change in wealth is a function of 

explanatory variables at three levels: 

 individual characteristics, referring to the head of the family unit at the start of the observation 

period; 

 family characteristics, referring to the individuals residing with the head of the family unit at 

the start of the period; and 

 local characteristics, referring to the county of residence of the sampled family head at the start 

of the period.  

The variables included in the analysis reflect the following underlying wealth accumulation process. 

Growth in wealth is influenced by a family’s income, the portion of income committed to saving and 

investment (i.e., the portion not needed for consumption), the appreciation of those investments, and 

transfers of wealth into and out of the family. In turn, the prospects for income growth and asset appre-

ciation are importantly influenced by the family head’s human capital and other personal characteristics 

that may affect his or her earnings prospects and his or her decisions about savings and investment. 

The research is focused on the proposition that local characteristics affect this process, altering the 

prospects for wealth accumulation through one or more of the following avenues: 
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 labor market conditions that may improve the prospects for earnings; 

 housing market conditions that may be more favorable to homeownership and housing 

appreciation; and  

 economic and demographic characteristics of the local population that may establish a stronger 

predisposition to accumulate wealth, by transmitting attitudes and values more supportive of 

education, saving, investment, and other life choices that promote family stability and 

advancement. 

These presumed local effects are likely to act in a complex dynamic, with influences that cumulate 

over time reflecting multiple places of prior residence that may differ among family members. 

Residential location is to some degree endogenous to the wealth accumulation process, as an increase 

or decrease in wealth may prompt a move. To separate from this complexity, we focus here on local 

characteristics at the start of the 10-year observation period. 

Data  

The principal data source for this study is the Panel Study of Income Dynamics, a longitudinal survey 

launched in 1968 with a nationally representative sample of about 5,000 families, interviewed annually 

from 1968 to 1997 and biennially thereafter. The interview questions on assets and liabilities were 

administered at five-year intervals from 1984 through 1999, and biennially thereafter. As discussed in 

the previous section, we use two end-of-decade survey waves: 1989 and 1999. 

The PSID collects information on the value of wealth holdings at the time of the interview. Our 

analysis uses family net worth (referred to as wealth in this paper), defined as assets minus liabilities. 

There is evidence that the PSID (compared with other survey data sources) more accurately portrays 

the wealth of low-wealth families, whereas other sources may better gather wealth data from higher-

wealth families (Ratcliffe et al. 2008). 

The PSID provides a rich set of socioeconomic and demographic characteristics at the individual 

level (such as race and educational attainment) and at the family level (such as income and composition). 

In addition, we use the restricted geocoded PSID to identify the county where each family resided in 

1989. We merge the county geocodes with the 1990 Census data to obtain county labor market, 

housing market, and socioeconomic conditions.2  
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The full PSID sample consists of 47,098 individual observations in 1989. We restrict our analysis to 

individuals who head a family unit in 1989 and are also present in the 1999 survey, whether or not they 

remain a family head.3 In addition, we limit the sample to those between 25 and 54 years old in 1989, to 

focus on wealth accumulation during preretirement years. Next, we drop 50 individuals for which there 

was no available county identifier in 1989. Finally, we trim the top and bottom 5 percent of the sample 

in reported 1989–99 change in wealth with home equity. Such trimming is commonly done in the wealth 

accumulation literature because outliers are likely to have higher measurement error (Gittleman and 

Wolff 2004). The analysis sample consists of 2,341 individual observations. 

Empirical Approach  

Our empirical analysis specifies family wealth accumulation during 1989–99 as a linear function of 

1989 individual, family, and local characteristics: 

∆𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊ℎ𝑖𝑖,1999 =  𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊ℎ𝑖𝑖,1999 −  𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊ℎ𝑖𝑖,1989 

=  𝛽𝛽0 + 𝛽𝛽1𝑋𝑋𝑖𝑖,1989 + 𝛽𝛽2𝐹𝐹𝑖𝑖,1989 + 𝛽𝛽3𝐿𝐿𝑖𝑖,1989 + 𝑊𝑊𝑖𝑖,1999 

where 𝑋𝑋𝑖𝑖,1989 and 𝐹𝐹𝑖𝑖,1989 are sets of characteristics of individual i and his or her family, respectively, in 

1989; 𝐿𝐿𝑖𝑖,1989 is a set of characteristics of the county where individual i resides in 1989; and 𝑊𝑊𝑖𝑖,1999 is an 

error term. 

We measure ∆𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊ℎ𝑖𝑖,1999 in two different ways, both in 1999 dollars. The first is the dollar change 

in total family wealth, including home equity, between 1989 and 1999. The second is the change in 

family wealth without home equity between 1989 and 1999.  

We are interested in understanding how changes in wealth are associated with local characteristics 

conditional on individual and family characteristics. We use a set of individual and family characteristics 

of the type shown in earlier studies (such as McKernan et al. 2014) to correlate with wealth 

accumulation. Individual characteristics are age, education, gender, race, ethnicity, marital status, and 

disability status. Family-level characteristics are income, number of children, and the number of other 

adults in the family unit. 

County-level demographic characteristics included in 𝐿𝐿𝑖𝑖,1989 are the share of individuals by 

race/ethnicity,4 the share of individuals at different education levels,5 and median household income. 
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We also include the share of owner-occupied houses, median home value, and median rent as measures 

of local housing market conditions.6 

The primary coefficient of interest in this model is 𝛽𝛽3, which can be interpreted as the impact of 

local conditions in 1989 on the family wealth accumulation of individual i between 1989 and 1999, 

conditional on his or her individual and family characteristics in 1989.  

The model does not include the change in individual or family characteristics between 1989 and 

1999. Such changes can be driven by variation of wealth and are therefore endogenously determined by 

the model.7 

In addition to estimating the model for the entire available sample of families with heads ages 25–

54 in 1989, we estimate separate models for three age subgroups: 25 to 34, 35 to 44, and 45 to 54 in 

1989. (The age variable in 𝑋𝑋𝑖𝑖,1989 is removed from these models.) The age-specific model allows the 

effect of individual, family, and local characteristics to differ throughout an individual’s life. An 

individual’s prosperity might be less or more influenced by local conditions at different stages. For 

example, if young individuals are more influenced by the education of their neighbors than older 

individuals, we should expect that the coefficient 𝛽𝛽3 on local education to be higher for younger 

individuals. All coefficients are estimated by linear least squares using the PSID survey weights. 

Results  

Descript ive Stat ist ics 

The average increase in family wealth between 1989 and 1999 is $62,735 including home equity and 

$44,566 excluding home equity (table 1). Both variables are measured in 1999 dollars. In proportional 

terms, these increases represent 80 percent and 108 percent, respectively, of the corresponding 

sample means in 1989. 

The sample individuals (the family heads in 1989) are on average 37 years old, and 52 percent have 

more than a high school education in 1989 (table 2). Only 29 percent of the sample is female, reflecting 

the PSID rule that designates the husband or male partner (if present in the household) as the head of 

the family unit. Just over 16 percent of our sample is non-Hispanic black and only 3 percent is Hispanic.8 

Sixty-one percent of the individuals are married and 13 percent have some form of disability. In terms of 
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family characteristics, the annual family income, measured in 1999 dollars, is $51,385. In addition, 57 

percent of our sample owns a home in 1989, and families have on average 1.01 children and 0.23 adults, 

excluding the husband and wife, living in their household. 

On average, the county population where the sample individuals resided in 1989 is less black and 

more Hispanic than the sample individuals (table 3). The average level of education is also lower: 45 

percent of the county population had at least some college, compared with 52 percent of family heads. 

Median family income measured in 1999 dollars is $32,264. 

TABLE 1  

Change in Wealth between 1989 and 1999 (in 1999 dollars) 

Variable 
Sample 
mean 

Subsample Mean 
Ages 25–34 Ages 35–44 Ages 45–54 

Wealth with home equity, 1989 $78,711 $31,917 $92,294 $147,465 

Wealth without home equity, 1989 $41,361 $18,175 $46,199 $78,798 

Change in wealth with home equity, 1989–99 $62,735 $61,080 $64,403 $63,054 

Change in wealth without home equity, 1989–99 $44,566 $35,425 $49,341 $54,224 

Sample size 2,341 1,131 838 372 

Source: Authors’ calculations based on data from the Panel Study of Income Dynamics, 1989 and 1999. 
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TABLE 2  

Individual and Family Characterist ics, 1989 

Characterist ic Sample mean 
Individual 

 Age (years) 37.3 

Education (%)   
Less than high school 11.4 
High school or GED 36.9 
Some college 23.3 
Bachelor’s degree or more 28.4 

Gender (%)   
Male 71.1 
Female 28.9 

Race and ethnicity (%)   
Non-Hispanic nonblack 81.0 
Non-Hispanic black 16.4 
Hispanic 2.7 

Marital status (%)   
Unmarried 39.0 
Married  61.0 

Disability status (%)   
Nondisabled 87.3 
Disabled 12.7 

Family    
Family income ($1999) 51,385 
Homeowner (%) 57.0 
Number of children 1.01 
Number of other adults 0.23 

Sample size 2,341 

Source: Authors’ calculations based on data from the Panel 

Study of Income Dynamics, 1989. 

TABLE 3  

County Characterist ics, 1989 

Characterist ic Sample mean 

Race/ethnicity (%)   
Non-Hispanic nonblack 81.3 
Non-Hispanic black 12.1 
Hispanic 6.6 

Educat ion (%)    

Less than high school 24.8 
High school or GED 30.4 
Some college 24.8 
Bachelor’s degree or more 20.0 

Socioeconomic status   
Median household income ($1999) 32,264 
Unemployment rate (%) 4.0 

Housing   
Homeownership rate (%) 65.7 
Median home value ($1999) 95,263 
Median monthly rent ($1999) 378 

Sample size 2,341 

Source: Authors’ calculations based on data from the Panel 

Study of Income Dynamics, 1989. 

Multivariate Estimates 

To investigate which individual and family characteristics relate to wealth accumulation and to establish 

that these results are consistent with previous findings, table 4 presents changes in wealth with home 

equity as a function of individual and family characteristics but not controlling for local characteristics 

(model 1). First, we find that younger family heads have a larger increase in their family wealth during 

the 10-year period. This result is consistent with traditional life-cycle wealth accumulation model where 

individuals save the most at early ages to provide sufficient resources for consumption in their retire-

ment years (Wolff 1981). Second, model 1 shows that more-educated family heads have a larger wealth 

increase during the period. Third, we estimate that female heads in our sample have a larger increase in 
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wealth. This result should be interpreted with caution given the sample definitions used in this study. 

The sample is based on individuals who were family heads in 1989 but may not have been family heads 

in 1999. The finding on females reflects to some degree the experience of single females in 1989 who 

married (or returned to their parents’ household) during the period and whose measured family wealth 

increased substantially with the addition of their husband’s (or their parents’) wealth holdings.9 

Consistent with previous findings from the literature, we find that non-Hispanic blacks have a 

significantly lower wealth increase over the 10 years than non-Hispanic nonblacks. We do not find a 

statistically significant difference in wealth accumulation between Hispanics and non-Hispanic 

nonblacks, although we estimate a negative coefficient. Hispanics, however, represent a very small 

fraction of the sample (less than 3 percent), making it difficult to find any significant effect. 

We also find that wealth accumulation is significantly related to family income. This result is 

expected given that higher-income families have more resources to save. Finally, we find that families 

with more children tend to accumulate less wealth during the period of analysis. This result is consistent 

with the expectation that child-related expenses reduce a family’s ability to save. 

In column 2 we model changes in wealth with home equity as a function of county-level 

characteristics but not controlling for family and individual characteristics. In these estimations we 

cannot distinguish individual-level effects from local-level effects. Those initially residing in an area with 

a higher share of non-Hispanic blacks show lower wealth accumulation during the period. In addition, 

those initially residing in areas with a higher share of college graduates experienced larger wealth 

accumulation during the period. 

We report in column 3 a model where the change in wealth with home equity is a function of 

individual and family characteristics as well as county-level characteristics. The individual- and family-

level coefficients from models 1 and 3 are very similar; adding county-level variables does not weaken 

their relationship.  

Model 3 also presents the estimated effects of county-level variables on the change in wealth with 

home equity controlling for personal characteristics. The coefficients on county-level variables have the 

expected sign, but most of them are not statistically significant. The notable exception is the positive 

and significant association between wealth accumulation and the share of college-educated individuals 

(i.e., with a bachelor’s degree or more). A percentage-point increase in the share of college-educated 

residents is associated with an increase in wealth of $1,448 during the period of analysis. The county’s 

homeownership rate is also positively and significantly correlated with wealth accumulation.10 
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TABLE 4  

Change in Wealth between 1989 and 1999 
Method: linear least squares 

Dependent  Variable:  Change in Wealth with Home Equity  Change in Wealth without  Home Equity 
Model 1 2 3 

 
4 5 6 

Individual variables, 1989             
Ages 35–44 -6,432.1 

 
-6,585.5 

 
2,416.7 

 
3,516.3 

  (-1.47) 
 

(-1.50) 
 

(0.59) 
 

(0.85) 
Ages 45–54 -12,190.0** 

 
-13,021.3** 

 
6,948.9 

 
8,803.6* 

  (-2.23) 
 

(-2.36) 
 

(1.35) 
 

(1.69) 
High school or GED 1,107.3 

 
1,351.5 

 
2,470.5 

 
3,150.9 

  (0.17) 
 

(0.20) 
 

(0.40) 
 

(0.51) 
Some college 15,096.8** 

 
15,476.4** 

 
12,047.1* 

 
12,331.2* 

  (2.11) 
 

(2.15) 
 

(1.78) 
 

(1.81) 
Bachelor’s degree or more 42,467.5*** 

 
41,820.7*** 

 
41,409.1*** 

 
39,915.6*** 

  (5.81) 
 

(5.64) 
 

(6.00) 
 

(5.70) 
Female 17,465.3*** 

 
17,789.9*** 

 
14,151.0*** 

 
13,255.5*** 

  (3.59) 
 

(3.64) 
 

(3.08) 
 

(2.87) 
Non-Hispanic black -22,269.4*** 

 
-18,237.9*** 

 
-17,804.2*** 

 
-16,250.1*** 

  (-3.99) 
 

(-2.89) 
 

(-3.38) 
 

(-2.73) 
Hispanic -14,590.1 

 
-9,172.9 

 
-12,542.6 

 
-11,945.2 

  (-1.25) 
 

(-0.75) 
 

(-1.14) 
 

(-1.03) 
Married 21,160.1*** 

 
20,083.5*** 

 
12,944.4*** 

 
13,203.6*** 

  (4.63) 
 

(4.36) 
 

(3.00) 
 

(3.04) 
Disabled -14,236.9** 

 
-13,548.9** 

 
-12,915.1** 

 
-11,870.5** 

  (-2.50) 
 

(-2.38) 
 

(-2.40) 
 

(-2.21) 

Family variables, 1989               
Log (family income) 22,277.2*** 

 
22,951.2*** 

 
21,067.6*** 

 
19,710.2*** 

  (7.23) 
 

(7.14) 
 

(7.24) 
 

(6.49) 
Number of children -9,610.0*** 

 
-9,994.2*** 

 
-3,014.4* 

 
-2,567.9 

  (-5.76) 
 

(-5.92) 
 

(-1.91) 
 

(-1.61) 
Number of other adults 3,121.0 

 
3,808.8 

 
5,336.7 

 
5,689.0 

  (0.84) 
 

(1.03) 
 

(1.53) 
 

(1.63) 

County variables, 1989               
% non-Hispanic black    -52,472.4** -3,596.2 

  
-53,585.2*** -12,832.0 

    (-2.56) (-0.17) 
  

(-2.79) (-0.65) 

      Continued on next page 
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Dependent  Variable:  Change in Wealth with Home Equity  Change in Wealth without  Home Equity 
Model 1 2 3 

 
4 5 6 

% Hispanic   15,538.9 7,560.4 
  

11,826.6 4,564.7 
    (0.51) (0.26) 

  
(0.41) (0.16) 

% high school or GED   18,190.7 30,932.5 
  

2,504.1 -2,485.6 
    (0.27) (0.48) 

  
(0.04) (-0.04) 

% some college   52,311.7 61,449.2 
  

-50,043.1 -60,595.6 
    (0.96) (1.20) 

  
(-0.99) (-1.25) 

% bachelor’s degree or more   186,519.1*** 144,810.6*** 
  

132,228.5** 97,938.4* 
    (3.30) (2.71) 

  
(2.51) (1.94) 

Log (median household income)   5,155.8 -15,910.7 
  

-437.7 -18,300.6 
    (0.22) (-0.71) 

  
(-0.02) (-0.86) 

Homeownership rate   46,703.4 54,354.8* 
  

44,439.4 47,027.2 
    (1.44) (1.78) 

  
(1.46) (1.63) 

Log (median home value)   3,683.7 1,024.4 
  

11,505.4 9,140.2 
    (0.34) (0.10) 

  
(1.12) (0.94) 

Log (median monthly rent)   -9,580.1 -10,443.0 
  

126.9 1,658.7 
    (-0.48) (-0.56) 

  
(0.01) (0.09) 

Sample size 2,341 2,341 2,341 
 

2,341 2,341 2,341 
R-squared 0.150 0.031 0.157 

 
0.131 0.031 0.138 

Notes: T-statistics are in parentheses. Omitted individual variables are ages 25–34, less than high school or GED, male, non-Hispanic nonblack, and nondisabled. Omitted county 

variables are percentage less than high school or GED and percentage non-Hispanic nonblack. 

* p < 0.1, ** p < 0.05, *** p < 0.01  
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We report the results on the accumulation of wealth without home equity in columns 4 to 6. 

Individual- and family-level characteristics are similarly associated with the change in wealth with and 

without home equity, but the magnitudes are slightly smaller when wealth excludes home equity.  

We find significant effects of the individual’s education, gender, race, ethnicity, marital status, and 

disability and the family’s income on the change in wealth without home equity. These effects are 

generally smaller in magnitude than reported in model 1, reflecting the importance of housing as a 

major component of wealth accumulation. Model 5 shows a significant effect of the county share of 

non-Hispanic blacks and college graduates on the change in wealth without home equity, not 

controlling for individual and family characteristics. 

With the exception of the share of college graduates, we find no county-level characteristics that 

relate significantly to the change in wealth without home equity (model 6) when we control for 

individual characteristics. Notably, the county-level share of non-Hispanic blacks is no longer 

statistically significant in this specification, as we also found in the models explaining changes in wealth 

with home equity. These results suggest that most of the race effect on wealth accumulation occurs 

through individual effects rather than local effects. 

Subgroup Estimates 

Tables 5, 6, and 7 present the results for models estimated separately for the three age subgroups, 

defined according to the age of the sampled family head in 1989. These models examine whether 

individual, family, and local characteristics have different impacts on wealth accumulation at different 

stages of one’s life.  

Table 5 shows the estimates for sample individuals ages 25–34 in 1989. Among the individual 

characteristics, we find that education is less related to wealth accumulation for this subgroup than for 

the full sample. We do not find a significant effect on wealth accumulation of a high school education or 

some college for these younger individuals. We do find, however, that other individual and family 

characteristics, such as race and family income, are significantly associated with wealth accumulation. 

These effects are similar in magnitude to the full sample as presented in table 4. 

We find limited evidence of a relationship between county-level conditions and wealth 

accumulation for this younger subsample. Different from table 4, we do not find that the county-level 

share of either college graduates or homeowners relates significantly to wealth accumulation when we 
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control for individual characteristics. We do find that median household income and median rent are 

significantly related to change in wealth without home equity. The interpretation of the rent effect is 

that younger individuals have a lower capacity to save in high-rent areas. 

Turning to the subsample of individuals ages 35–44 in 1989, we find that education, gender, and 

marital status are not significantly related to family wealth accumulation for this subgroup (table 6). 

Race and family income are significantly related to wealth accumulation, but these effects are smaller in 

magnitude than in the full sample. One possible explanation is that such effects for individuals at this 

age are supplanted by other job- or career-specific factors. We also find that county-level educational 

attainment is related to wealth accumulation for this group. We estimate that a 1 percentage-point 

increase in the share of college graduates is related to a $2,288 increase in wealth with home equity and 

a $1,623 increase in wealth without home equity.  

For individuals ages 45–54, education and family income are significantly associated with wealth 

accumulation (table 7). We find little evidence that other individual, family, or local characteristics are 

systematically related to wealth accumulation for this group, which has the smallest sample among the 

three subgroups. An interpretation of this pattern is that, as noted above, contemporaneous variables 

not included in these models may become more significant determinants of wealth accumulation as 

time progresses. 

To better interpret the key findings concerning local educational attainment, we estimated models 

for subgroups defined by gender and housing tenure of the family head in 1989. The county-level share 

of college graduates is significantly positive for female heads and for nonhomeowner heads.  
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TABLE 5  

Change in Wealth between 1989 and 1999, Family Head Ages 25–34 in 1989 
Method: linear least squares 

Dependent  Variable:  Change in Wealth with Home Equity 

 

Change in Wealth without  Home Equity 
Model 1 2 3 

 
4 5 6 

Individual variables, 1989        
 

    
High school or GED -4,166.8 

 
-4,514.5 

 
-8,017.3 

 
-7,771.1 

  (-0.47) 
 

(-0.51) 
 

(-1.10) 
 

(-1.06) 
Some college 12,427.0 

 
12,785.0 

 
3,674.5 

 
3,995.4 

  (1.30) 
 

(1.34) 
 

(0.47) 
 

(0.51) 
Bachelor’s degree or more 55,221.5*** 

 
55,462.2*** 

 
35,920.2*** 

 
35,487.3*** 

  (5.49)   (5.46) 
 

(4.34) 
 

(4.23) 
Female 26,297.1*** 

 
26,423.9*** 

 
16,578.7*** 

 
16,180.4*** 

  (4.38) 
 

(4.36) 
 

(3.35) 
 

(3.23) 
Non-Hispanic black -17,203.8** 

 
-15,949.3** 

 
-9,781.1* 

 
-8,225.5 

  (-2.46) 
 

(-2.01) 
 

(-1.70) 
 

(-1.25) 
Hispanic -18,720.2 

 
-6,990.3 

 
-24,621.0** 

 
-23,319.6* 

  (-1.33) 
 

(-0.47) 
 

(-2.12) 
 

(-1.91) 
Married 23,694.5*** 

 
22,461.7*** 

 
11,686.8** 

 
11,934.2*** 

  (4.27) 
 

(4.03) 
 

(2.56) 
 

(2.59) 
Disabled -15,307.1* 

 
-14,752.6* 

 
-9,149.4 

 
-9,217.9 

  (-1.87) 
 

(-1.80) 
 

(-1.36) 
 

(-1.36) 

Family variables, 1989               
Log (family income) 20,147.7*** 

 
21,654.1*** 

 
15,412.2*** 

 
15,620.4*** 

  (5.53) 
 

(5.68) 
 

(5.14) 
 

(4.95) 
Number of children -9,082.7*** 

 
-9,492.1*** 

 
-2,101.5 

 
-2,001.3 

  (-4.25) 
 

(-4.32) 
 

(-1.19) 
 

(-1.10) 
Number of other adults -15,364.3* 

 
-14,573.9 

 
-17,385.5** 

 
-16,920.5** 

  (-1.68) 
 

(-1.59) 
 

(-2.30) 
 

(-2.24) 

County variables, 1989   
      % non-Hispanic black   -57,427.4** 7,930.5 

  
-65,287.0*** -25,461.0 

    (-2.15) (0.30) 
  

(-3.08) (-1.17) 
% Hispanic   -25,418.5 -38,278.1 

  
-16,401.5 -15,500.5 

    (-0.64) (-1.04) 
  

(-0.52) (-0.51) 
% high school or GED   -30,770.7 17,736.4 

  
-65,998.3 -34,213.1 

    (-0.34) (0.22) 
  

(-0.91) (-0.50) 

      Continued on next page 
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Dependent  Variable:  Change in Wealth with Home Equity 

 

Change in Wealth without  Home Equity 
Model 1 2 3 

 
4 5 6 

% some college   60,943.3 58,000.0 
  

-16,547.8 -17,747.0 
    (0.84) (0.89) 

  
(-0.29) (-0.33) 

% bachelor’s degree or more   138,260.4* 103,216.9 
  

59,534.4 43,618.7 
    (1.88) (1.55) 

  
(1.02) (0.79) 

Log (median household income)   64,866.0** 21,237.4 
  

59,122.0** 29,415.7 
    (1.98) (0.71) 

  
(2.27) (1.20) 

Homeownership rate   -35,334.9 -12,163.9 
  

-65,089.7** -49,302.0 
    (-0.85) (-0.32) 

  
(-1.96) (-1.58) 

Log (median home value )   8,859.5 1,222.4 
  

8,907.8 4,447.4 
    (0.61) (0.09) 

  
(0.77) (0.41) 

Log (median monthly rent)   -53,450.0* -36,373.0 
  

-51,970.7** -40,514.4* 
    (-1.91) (-1.45) 

  
(-2.34) (-1.95) 

Sample size 1,131 1,131 1,131 
 

1,131 1,131 1,131 
R-squared 0.229 0.043 0.241 

 
0.161 0.033 0.169 

Notes: T-statistics are in parentheses. Omitted individual variables are ages 25–34, less than high school or GED, male, non-Hispanic nonblack, and nondisabled. Omitted county 

variables are percentage less than high school or GED and percentage non-Hispanic nonblack. 

* p < 0.1, ** p < 0.05, *** p < 0.01  
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TABLE 6  

Change in Wealth between 1989 and 1999, Family Head Ages 35–44 in 1989 
Method: linear least squares 

Dependent  Variable: Change in Wealth with Home Equity   Change in Wealth without  Home Equity 
Model 1 2 3   4 5 6 
Individual variables, 1989              
High school or GED 5,974.8 

 
5,397.5 

 
2,855.7 

 
3,179.3 

  (0.47) 
 

(0.42) 
 

(0.24) 
 

(0.26) 
Some college 27,385.9* 

 
26,253.5* 

 
16,614.9 

 
16,393.8 

  (1.96) 
 

(1.85) 
 

(1.26) 
 

(1.22) 
Bachelor’s degree or more 21,382.6 

 
18,872.7 

 
21,995.9* 

 
20,467.7 

  (1.55) 
 

(1.36) 
 

(1.69) 
 

(1.55) 
Female 6,864.5 

 
7,578.6 

 
6,027.9 

 
6,607.4 

  (0.77) 
 

(0.84) 
 

(0.72) 
 

(0.78) 
Non-Hispanic black -22,930.6** 

 
-14,258.6 

 
-25,990.8*** 

 
-21,541.5** 

  (-2.26) 
 

(-1.25) 
 

(-2.71) 
 

(-1.99) 
Hispanic -1,698.3 

 
2,122.4 

 
5,516.8 

 
6,945.5 

  (-0.08) 
 

(0.09) 
 

(0.26) 
 

(0.32) 
Married 9,142.3 

 
8,520.3 

 
7,921.3 

 
9,678.7 

  (1.07) 
 

(0.97) 
 

(0.98) 
 

(1.16) 
Disabled -20,085.2** 

 
-19,666.7* 

 
-17,376.3* 

 
-16,216.0* 

  (-1.99) 
 

(-1.94) 
 

(-1.82) 
 

(-1.69) 

Family variables, 1989 
       Log (family income) 22,663.2*** 

 
24,719.8*** 

 
26,261.6*** 

 
26,162.7*** 

  (3.80) 
 

(3.92) 
 

(4.66) 
 

(4.37) 
Number of children -9,928.0*** 

 
-10,811.1*** 

 
-5,583.5** 

 
-5,538.7** 

  (-3.50) 
 

(-3.75) 
 

(-2.08) 
 

(-2.03) 
Number of other adults -1,460.0 

 
-1,886.0 

 
2,284.4 

 
2,649.5 

  (-0.21) 
 

(-0.27) 
 

(0.35) 
 

(0.41) 

County variables, 1989 
       % non-Hispanic black 
 

-40,368.6 -18,039.1 
  

-39,274.9 -7,870.3 
  

 
(-1.12) (-0.48) 

  
(-1.14) (-0.22) 

% Hispanic 
 

32,965.3 37,149.5 
  

25,559.5 16,650.4 
  

 
(0.59) (0.67) 

  
(0.48) (0.32) 

% high school or GED 
 

111,858.4 142,364.9 
  

96,702.1 102,015.3 
  

 
(0.93) (1.21) 

  
(0.85) (0.92) 

      Continued on next page 
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Dependent  Variable: Change in Wealth with Home Equity   Change in Wealth without  Home Equity 
Model 1 2 3   4 5 6 
% some college 

 
90,970.0 117,544.3 

  
5,188.5 21,761.8 

  
 

(0.98) (1.29) 
  

(0.06) (0.25) 
% bachelor’s degree or more 

 
254,696.3** 228,759.9** 

  
207,763.6** 162,309.5* 

  
 

(2.55) (2.32) 
  

(2.18) (1.74) 
Log (Median household income) 

 
-39,723.9 -50,461.7 

  
-46,011.0 -61,510.0* 

  
 

(-1.01) (-1.30) 
  

(-1.23) (-1.67) 
Homeownership rate 

 
21,918.7 35,684.6 

  
18,782.5 37,744.8 

  
 

(0.36) (0.60) 
  

(0.32) (0.67) 
Log (Median home value) 

 
-6,713.5 -2,036.3 

  
8,241.7 14,770.5 

  
 

(-0.34) (-0.10) 
  

(0.44) (0.80) 
Log (Median monthly rent) 

 
15,630.1 1,672.7 

  
19,937.3 10,570.2 

  
 

(0.45) (0.05) 
  

(0.60) (0.32) 

Sample size 838 838 838 
 

838 838 838 
R-squared 0.082 0.023 0.094 

 
0.094 0.023 0.102 

Notes: T-statistics are in parentheses. Omitted individual variables are ages 25–34, less than high school or GED, male, non-Hispanic nonblack, and nondisabled. Omitted county 

variables are percentage less than high school or GED and percentage non-Hispanic nonblack. 

* p < 0.1, ** p < 0.05, *** p < 0.01  
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TABLE 7 

Change in Wealth between 1989 and 1999, Family Head Ages 45–54 in 1989 
Method: linear least squares 

Dependent  Variable: Change in Wealth with Home Equity 

 

Change in Wealth without  Home Equity 
Model 1 2 3 

 
4 5 6 

Individual variables, 1989             
High school or GED -1,909.3 

 
-226.8 

 
6,132.6 

 
6,256.0 

  (-0.13) 
 

(-0.01) 
 

(0.38) 
 

(0.38) 
Some college -12,566.7 

 
-9,856.0 

 
-3,283.3 

 
-2,728.8 

  (-0.72) 
 

(-0.53) 
 

(-0.17) 
 

(-0.14) 
Bachelor’s degree or more 60,260.3*** 

 
61,015.1*** 

 
77,626.3*** 

 
71,265.9*** 

  (3.39) 
 

(3.23) 
 

(4.01) 
 

(3.54) 
Female 24,676.5 

 
25,012.8 

 
33,313.1** 

 
30,834.7* 

  (1.60) 
 

(1.59) 
 

(1.99) 
 

(1.84) 
Non-Hispanic black -33,396.1** 

 
-26,471.5 

 
-26,591.6 

 
-18,524.3 

  (-2.19) 
 

(-1.46) 
 

(-1.60) 
 

(-0.96) 
Hispanic -23,703.8 

 
-34,109.4 

 
-9,170.5 

 
-14,815.1 

  (-0.74) 
 

(-0.92) 
 

(-0.26) 
 

(-0.37) 
Married 28,413.6** 

 
29,217.6** 

 
25,310.6* 

 
30,479.0** 

  (2.04) 
 

(2.07) 
 

(1.67) 
 

(2.02) 
Disabled 631.4 

 
3,121.1 

 
-3,437.5 

 
4,754.0 

  (0.05) 
 

(0.23) 
 

(-0.24) 
 

(0.32) 

Family variables, 1989               
Log (family income) 31,998.2*** 

 
28,200.1*** 

 
32,671.4*** 

 
26,315.5*** 

  (3.60) 
 

(3.00) 
 

(3.37) 
 

(2.63) 
Number of children -8,746.2 

 
-8,693.2 

 
-3,337.5 

 
-1,688.2 

  (-1.54) 
 

(-1.52) 
 

(-0.54) 
 

(-0.28) 
Number of other adults 10,076.6 

 
11,520.7* 

 
13,511.9* 

 
13,040.6* 

  (1.58) 
 

(1.77) 
 

(1.95) 
 

(1.87) 

County variables, 1989               
% non-Hispanic black 

 
-58,917.9 -40,412.6 

  
-82,128.0 -88,251.5 

  
 

(-0.99) (-0.67) 
  

(-1.31) (-1.37) 
% Hispanic 

 
91,591.6 60,451.4 

  
33,979.5 -23,262.5 

  
 

(1.11) (0.71) 
  

(0.39) (-0.26) 
% high school or GED 

 
-23,178.7 -108,691.4 

  
-80,823.9 -197,113.8 

  
 

(-0.13) (-0.63) 
  

(-0.42) (-1.06) 

      Continued on next page 
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Dependent  Variable: Change in Wealth with Home Equity 

 

Change in Wealth without  Home Equity 
Model 1 2 3 

 
4 5 6 

% some college 
 

773.1 -38,986.7 
  

-315,165.7* -371,383.9** 
  

 
(0.00) (-0.27) 

  
(-1.93) (-2.41) 

% bachelor’s degree or more 
 

141,950.7 103,855.0 
  

148,240.1 81,980.6 
  

 
(0.90) (0.69) 

  
(0.89) (0.51) 

Log (median household income) 
 

-6,883.7 32,462.3 
  

3,443.4 38,524.9 
  

 
(-0.10) (0.51) 

  
(0.05) (0.56) 

Homeownership rate 
 

225,440.0** 97,649.0 
  

228,991.6** 101,078.8 
  

 
(2.54) (1.17) 

  
(2.46) (1.14) 

Log (median home value) 
 

11,243.0 -6,963.5 
  

17,910.7 -3,920.0 
  

 
(0.38) (-0.25) 

  
(0.58) (-0.13) 

Log (median monthly rent) 
 

12,815.3 -17,772.4 
  

47,719.3 27,377.3 
  

 
(0.26) (-0.38) 

  
(0.90) (0.55) 

Sample size 372 372 372 
 

372 372 372 
R-squared 0.226 0.071 0.246 

 
0.211 0.117 0.261 

Notes: T-statistics are in parentheses. Omitted individual variables are ages 25–34, less than high school or GED, male, non-Hispanic nonblack, and nondisabled. Omitted county 

variables are percentage less than high school or GED and percentage non-Hispanic nonblack. 

* p < 0.1, ** p < 0.05, *** p < 0.01  
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Conclusions and Policy Implications 

This report offers insights into the factors that influence family asset accumulation during the pre-

retirement stages of the life cycle. Of particular interest in this study is the pattern of effects associated 

with characteristics of the county in which each sample individual resided at the start of the 10-year 

measurement period.  

The strictest test of these local effects is provided by the models that also include individual- and 

family-level covariates. Recognizing the importance of housing as a component of wealth accumulation, 

we refer specifically here to the models that explain changes in wealth including home equity. 

The one local variable that shows a significant positive effect in the full-sample estimates is the 

share of county residents who have at least a bachelor’s degree. This variable is also significantly 

positive for the ages 35–44 subgroup, and it approaches significance (at the 0.10 level) for the ages 25–

34 subgroup. Notably, it is also significantly positive for the subsample consisting of families who were 

not homeowners in 1989. Recall that this estimated effect of local educational attainment is significant 

in the presence of other correlated indicators of socioeconomic status, including median household 

income and median housing value of the county. 

There are several possible avenues through which a greater local share of college graduates may 

promote asset accumulation. One is through the transmission of future-oriented attitudes and values, 

predisposing individuals and their families toward work, saving, and investment. Another is through 

better information to make decisions about saving, investing, and borrowing. Finally, educational 

attainment at the local level might be related to the characteristics of future spouses for unmarried 

sample individuals. One should expect a larger increase in family wealth for those with college-educated 

spouses. This latter explanation is supported by the significant effect of local education in the model 

estimated separately for female family heads. 

The favorable spillover effects of a more educated local population may, however, be a mechanism 

that, over time, perpetuates and even magnifies the existing inequalities of income and wealth. If 

families tend to sort themselves into communities according to educational attainment, the benefits of 

living amid college-educated local residents will not be widely distributed. Specifically, these 

advantages will not be enjoyed by those whose prospects for wealth accumulation are limited, perhaps 

by having little or no postsecondary education, and who may likely reside in communities populated 
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largely by others of similar educational attainment. As countervailing evidence, however, the effect of 

county-level education was significant for nonhomeowners in 1989, but not for homeowners.  

The desire to provide greater equality of economic opportunity may thus call for policies that 

promote greater diversity in educational levels within local populations. If indeed there are externalities 

associated with a higher local share of college-educated residents, this strengthens the case for greater 

public investment in postsecondary education, such as additional student financial assistance. 

These observations point to the importance of further studies such as this, to investigate the 

patterns of mobility that can help explain—and potentially influence through policy action—the growing 

inequalities in wealth.  

This exploratory analysis focuses on a decade of typical postwar economic growth, to better 

understand the fundamental patterns that underlie changes in family wealth. One specific extension of 

this research is to apply the methodology developed here to estimate similar models for 1999–2009, 

with a consistently defined PSID sample and age-related subgroups and with local covariates 

constructed from the 2000 Census. Such analysis could be used to more accurately estimate the effects 

of the 2007–09 recession on preretirement family wealth accumulation. Specifically, these effects could 

be based on an empirically derived counterfactual: the patterns of wealth that might otherwise have 

resulted if the trends estimated from 1989–99 had continued uninterrupted through 2009. 
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Notes 
1. US Bureau of Economic Analysis, historical time series on real gross domestic product, 

http://www.bea.gov/national/index.htm#gdp. For all 10-year intervals that ended from 1960 to 2010, the 
average annual trend rate of real GDP growth was 3.4 percent.  

2. The restricted geocoded PSID also presents information on the census tract where an individual resided in 
1989. However, this information is not available for 21 percent of the sample in this survey year. To avoid 
dropping a considerable number of observations, we use the county-level information. 

3. In the PSID, the family unit is defined as a group of individuals who are living together and are (with some 
exceptions) related by blood, marriage, or adoption. 

4. These measures are the share of non-Hispanic black residents and the share of Hispanic residents, with non-
Hispanic nonblack residents as the excluded category. 

5. These measures are the share of residents with a high school diploma or GED, the share with some college, and 
the share with a bachelor’s degree or more. The excluded category is residents with less than a high school 
education or GED. 

6. We also estimated models including the following local variables: share of households headed by single 
females; unemployment rate, share of workers employed in manufacturing, agriculture, and service sectors; 
and regional dummies. Because these variables were highly correlated with others in the model, we omitted 
them from the final specification. 

7. For example, an individual’s marital status could be affected by a change in wealth during the period. 

8. A supplementary sample of Latino families was added to the PSID in 1990, to more accurately represent the 
national demographic profile. In our analysis sample, however, Hispanic families are underrepresented. 

9. Among sampled females (all heads of their family unit in 1989), 32.2 percent are not the family head in 1999. 
Ninety percent of those females became married.  

10. We also included the county-level unemployment rate in some specifications. The unemployment rate was 
highly correlated with other included covariates, however, and the sign of the estimated coefficient was 
unstable. Because of historically strong labor market conditions in 1989, local unemployment rates may have 
had too little variation to show the expected negative effect on wealth accumulation. For this reason we 
decided to exclude the local unemployment rate from our final specifications. 

 

http://www.bea.gov/national/index.htm%23gdp
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