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Abstract
Attention has recently been focused on wealth as a source of long-term economic security and on
wealth ownership as a crucial aspect of the racial economic divisions in the United States. This
literature, however has been concerned primarily with the wealth gap between poor and middle-class
families, and between the white and black middle class. In this paper, we investigate the incomes of
families at the top and bottom of the family income distribution. We examine the sources of income
and the demographic characteristics of these high-income and low-income families using family
level data from the 1988-2003 Current Population Surveys.

We find that, at the bottom of the distribution, transfer income is the major income source; in
particular, income from social security, supplemental security, and public assistance. At the top,
employment income is the largest component of family income. Non-white, female, and non-married
householders are disproportionately located at the bottom of the family income distribution. These
families consist of both young and old adults, with high-school educations or less, in low-level service
occupations. Many are disabled, many are retired. Householders at the top of the income distribution
are typically male, white, and married. Householders and spouses at the top are typically middle-
age, with college educations, employed in professional service and managerial occupations.

We find that wealth is not an important source of income for families at the highest percentiles. The
highest income families during this period in the U.S. were not a “property elite”: their income is
mostly from employment. We speculate, however, that they will join the “property elite” later in the
life-course as they retire and receive income from their investments.
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The Family Income Distribution: Income Components and Demographic
Characteristics Introduction

Until the mid-1990s, nearly all discussions of economic inequality focused on income. Income,
after all, is the proximate source of material well-being for the overwhelming majority of
families and individuals in most societies, and data on income are easily obtained from a wide
variety of sources. More recently, however, attention has been focused on wealth as a measure
of long-term economic security (Oliver & Shapiro 1997; Keister 2000; Shapiro 2004; Wolf
2002). The distinction between wealth and income is important because wealth signifies
ownership of a stock of assets, while income represents a flow of purchasing power. “Wealth
represents a more permanent capacity to secure advantages in both the short and long
term” (Shapiro 2004, 33), while income is a more short-term capacity to acquire goods and
services. Wealth and income are positively correlated, because income that is saved and/or
invested thereby becomes wealth, and wealth can be a source of income: families with more
income can thereby amass more wealth, and families with more wealth can acquire additional
income (Wolf 2002; Keister 2000).

The distribution of wealth is exceedingly unequal in the United States, much more unequal
that the distribution of income: In 2004, the bottom 50% of families owned only 2.5% of net
worth, while the top 1% owned 33.4%. In contrast, the bottom 50% of families received 23.8%
of income, and the top 1% received 13.6% (Kinnickell 2006,Table 11a). The asset most equally
distributed among families in the U.S. is the family home1: the bottom 50% of families owned
11.7% of the value of principal residences in 2004, and the next 40% owned over half of that
value. It is through home-ownership that most Americans are able to accumulate wealth.

Oliver and Shapiro (1997) and Shapiro (2004) emphasize that, as a form of wealth, home-
ownership conveys many of the advantages of wealth-holding, including the ability to leverage
home equity to provide better opportunities for ones’ children, to invest in other assets, and to
provide a hedge against spells of unemployment or other economic misfortune. They then argue
that racial differences in the distribution of home-ownership create a qualitative chasm in life
experiences and life chances between the white and black middle class.

In contrast to income-earning assets, however, home-ownership does not produce a flow of
additional income, raising the family’s standard of living and, through savings or investment,
adding to the family’s stock of wealth. Indeed, it is these income-producing assets (stocks,
bonds, businesses, and real estate other than the principal residence) that free families from
dependence on the labor market and contribute to economic independence, autonomy, and
power. These income-producing assets are the most unequally-distributed of all: In 2004, the
top 1% of families owned over half of the value of all directly held stocks, 70% of directly held
bonds, 62% of “closely held businesses,” and 47% of non-residential real estate, while the
bottom 50% owned less than 1% of these assets (Kinnickell 2006, Table 11a). The unequal
distribution of these economic resources is important for several reasons. In market economies,
wealth is an important source of economic power, and, in representative democracies, wealth
is an important source of political power. As Gates and Collins (2002) suggest, “concentration
of wealth and power distort our democratic institutions and economic system and undermine
social cohesion.” As a result, the wealthy in America are granted more political power and
greater opportunities (Cf. Lindblom, 1977).

Income and wealth are jointly determined. Income can be accumulated as wealth, and wealth
is a source of additional income. We expect, therefore, that the highest income families are

1Kinnickell (2006) includes vehicles as assets, but we regard these as consumer durables instead. The bottom 50% of families owned
26.8% of the value of vehicles in 2004 (Kinnickell, 2006, Table 11a).
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those with the most substantial wealth holdings and thus the highest income from wealth.
Opportunities for the acquisition of both income and wealth in the United States have
historically been determined, in part, by race. Blacks’ history of slavery, past and present
discrimination in employment and housing, and extremely high levels of residential
segregation have all served to create and maintain inequality in the distribution of schooling,
jobs, home-ownership, and the ownership of other assets (Shapiro 2004). Therefore, we also
expect that families with the highest incomes are predominantly white.

In addition, considering that approximately one-half of all Black households are headed by
women, the economic status of Black women in the United States is an important predictor
and major force between the consistent and wide-spread disparity between Black and White
households (Brown 1997; Rivlin 1992). We therefore expect that black women are most likely
to be located at the bottom of the family income distribution.

In what follows, we investigate the distribution of family income by income source, and the
demographic characteristics of families at the top and the bottom of the family income
distribution. Specifically, we focus on the bottom 10% and 25%, and the top 10%, 1%, and
0.5%. We pay special attention to the very top because of our interest in wealth and income
from wealth: as we will show, only those at the very top receive substantial income from wealth.
In this paper, we neglect the bottom 1% because their median income is under $1.00 for the
entire sample period. On closer examination, the bottom 1% appears to be comprised of two
very different populations: poor families with very low incomes, and others with large negative
property and self-employment incomes. This is consistent with Lenski’s (1984, p. 191)
suggestion that households with large negative incomes and large positive incomes are, in fact,
very similar (e.g., entrepreneurs). We also examine what Lenski (1966, p. 340) calls the
“property elite”: those whose income from wealth exceeds twice the median income from all
sources.

Data and Methods
Data are from the Current Population Survey, Annual Demographic Supplement, 1968-2003.
The Current Population Survey (CPS) is a monthly household survey conducted by the Census
Bureau and the Bureau of Labor Statistics. The CPS collects monthly economic, social, and
demographic data on all persons in the 50,000-60,000 sampled households (Current Population
Survey, 2002); in addition, the Annual Demographic Supplement (ADS), collects employment
and income data for the previous calendar year. Data are available at the person-, family-, and
household-level. Technical details are available in the CPS Technical Paper 63RV (Current
Population Survey, 2002). We extracted family-level income data for 1988-2003 from the 2004
CD (CPS Utilities, 2004)2. For each year, we aggregated families into the family income
percentiles noted above. For each, we calculated the median income for each income source.
Detailed income sources were aggregated into five broad categories: Employment (wages and
salaries), Self-employment (self-employment and farm), Property (dividends, interest, and
rents), Transfer (alimony, child-support, worker’s compensation, education, financial
assistance, public assistance and welfare, retirement, supplemental security from government,
survivor benefits, social security/railroad retirement, unemployment compensation, and
veteran’s benefits), and “Other”. We did not include the earned-income tax credit (EITC) in
any of our income categories. The documentation for this variable states that the actual dollar
amount received by families is not the value reported for this variable. It is, instead, a simulation
of what the family would have been eligible for, not what they actually received. There is no
way to know in the CPS how much the family actually received from the EITC (CPS Utilities,
2004).

2Detailed income sources are not available prior to 1988.
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The CPS top-codes all incomes at the individual level, and these top-codes changed over time.
We recoded all top-codes to the 1988 values before we aggregated individual incomes into
families.3 Income is expressed in constant 2003 dollars using the Census Bureau’s Consumer
Price Index Research Series (CPI-U-RS)4. We use the ADS family weights for all analyses
(N=1,039,305 families).

Analyses
Median family income and income sources for the bottom 10% of families are presented in
Figure 1. Median income for these families declined from just over $5,000 in 1988 to under
$4,000 in 2003. The only income source with a non-zero median is transfer income, which
declined from under $3,000 in 1988 to zero by 19995. Other data (not shown) indicate that
much of these transfers consisted of social security, supplemental security, and public
assistance6. The demographic characteristics of these families are presented in Table 1. Half
of the householders are between 25 and 61 years old, with a median age of 40. Householder’s
spouse (for those with a spouse) have a somewhat higher median age, and a narrower age range.
Twenty-nine percent of householders are non-white, and over 63% are female. Well over 80%
are not married, and more than 20% have unmarried children under 18 living with them. Half
of householders did not complete 12 years of schooling, but half of spouses did.

Only about a quarter of householders and spouses were employed during the week prior to the
survey, although their unemployment rate of 5.8% for householders is not much above the
national average of 5.5% during these years, and the unemployment rate of 3.5% for spouses
is below the national average (Bureau of Labor Statistics 2009). Fully 2/3 of householders and
72% of spouses were out of the labor force, the majority for reasons other than disability and
retirement. The modal occupations of those who were employed (both householders and
spouses) are Food Services, Personal Services, and Retail. The modal industries are Retail
Trade and Construction.

Median family income and income sources for the bottom quartile of family income are shown
in Figure 2. Total family income for these families increased slightly over the sample period,
from about $9,500 in 1988 to just under 10,000 in 2003. As with the bottom 10%, the only
income source with non-zero median income is transfer income, which declined from about
$4,500 in 1988 to $2,000 by 2003. Additional analyses (not shown) indicate that, like the
bottom 10%, the important transfers are social security, supplemental security, and public
assistance. From Table 1, we see that these families have a wide age range (the middle 50%
of householders are between 28 and 69, the middle 50% of spouses are between 33 and 66).
61% of householders are female and only 17.1% are married. More than a fifth live with their
unmarried children under 18. Half of householders had completed the equivalent of a High
School education, and over half of spouses had not. Similar to the bottom 10% of families,
most householders and spouses were not employed during the week prior to the survey, despite
an unemployment rate well below the national average. As with the bottom 10%, the majority
of householders and spouses were not in the labor force. About a quarter were retired, and
another 26% of householders and 42% of spouses were not in the labor force for “other”
reasons.7 Of those who were employed, the modal occupations and industries are the same as
for families in the bottom 10%: Service occupations in Retail and Construction. Compared to

3Details of the aggregation are available on request.
4These were retrieved from <http://www.census.gov/hhes/income/income03/cpiurs.html> on 1/14/07.
5The large gaps between median total income and the sum of the median sources of income is due to the fact that the median of a sum
is not the same as the sum of medians.
6Temporary Assistance for Needy Families (TANF), which took effect in 1997, may be partly responsible for the sudden drop in transfer
income for the bottom 10% after 1997.
7“Other” includes armed forces, unemployed and not looking for work, and other.

Raffalovich et al. Page 4

Res Soc Stratif Mobil. Author manuscript; available in PMC 2010 December 1.

N
IH

-PA Author M
anuscript

N
IH

-PA Author M
anuscript

N
IH

-PA Author M
anuscript

http://www.census.gov/hhes/income/income03/cpiurs.html


the bottom 10%, families in the lower quartile are slightly older, and more likely to be employed
or retired.

Median family incomes at the top of the distribution differ in important respects from those at
the bottom. The top 10% of families are shown in Figure 3. Median family incomes are more
than ten times those of the bottom quartile, and labor income accounts for over 80% of the
total. Furthermore, median incomes have steadily increased over the period from just under
$120,000 in 1988 to just over $140,000 in 2003. Property income appears as a very small
component (1-2%). These families are very different from those at the bottom of the income
distribution (see Table 1). Householder and spouse are about the same median age as families
at the bottom of the distribution, but the age ranges are considerably narrower. The middle
50% of householders are between 39 and 55, their spouses between 38 and 53.

These families are overwhelmingly white (90%) and married (88%). Compared to families at
the bottom of the distribution, they are more likely to have children under 18 at home (42.5%
vs 22% and 21% for families at the 10th and 25th percentiles, respectively). More than three-
quarters of householders are male (almost twice the percentage of families at the 10th and
25th income percentiles). Half of householders have 4 years of education beyond high school
(the median is 16 years) and half of spouses have 2-4 years of education beyond high school.

Over 80% of householders were employed during the week prior to the survey as were almost
three-quarters of spouses. Very few householders or spouses were unemployed (1.1% and
0.8%, respectively), and relatively few were not in the labor force (12.1% of householders,
mostly retired; 23.5% of spouses, mostly for “other” reasons). Modal occupations for both
householder and spouse were Executive and Management positions in Professional and
Educational Services.

Median incomes for families in the top 1% are almost twice as high as for families in the top
10%, and, as with the top 10%, most (between 75% and 85%) are from earnings. Property
income is about 10% of family income at the start of the period, but declines to about 2% by
2003. There is a sharp increase of about 33% in labor income (and about 25% in the total)
between 1995 and 1996.8 The same rapid rise in labor incomes at the same time, and the same
slow decline in property incomes were observed in entirely different data (income tax data for
households) by Piketty and Saez (2006), who interpret this pattern as a sharp increase in
executive compensation: “top executives…replaced top capital owners …at the top of the
income hierarchy” in the U.S. (p. 204. Cf. Piketty and Saez, 2003;Kaplan and Rauh, 2007).
Our data are not sufficiently detailed to confirm or refute this explanation. We note that our
data do not show “capital owners” at “the top” of the income distribution, but there are few
extremely high earners in the CPS (Kaplan and Rauh [2007] report incomes in the tens of
millions of dollars). Because our results are for medians of top-coded data, the sharp rise we
observe is consistent with this interpretation.

Families in the top 1% are similar to those in the top 10%: overwhelmingly white, married,
two-earner families with children under 18 at home (See Table 1). They are slightly older and
better educated (median schooling for both householder and spouse is 4 years beyond high
school). As with the top 10%, over 80% of householders are employed, as are 70% of spouses.
Also similar to the top 1%, about 1/8 of householders and 1/4 of spouses are not in the labor
force. The majority of these householders are retired, and the majority of these spouses are out
of the labor force for “other” reasons. Modal occupations are Executive and Administrative,

8In 1996, the CPS changed some aspects of its sampling procedures, but this discontinuity remains after adjustment for sampling
proportions using the family weights included with the data.
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Medicine, Law, and Teaching. Modal industries are Professional, Health, and Educational
Services.

Families in the top 0.5% appear almost identical to those in the top1% (see Figure 5 and Table
1). They have somewhat higher total incomes but comparable labor incomes. Labor income is
a smaller proportion of the total. Property income makes up the difference, though its
contribution is relatively small. Trends in income components are the same as for income
components of the top 1%, a large jump in labor income between 1995 and 1996, and slowly
declining property income. Aside from their higher property income, not much distinguishes
families in the top 0.5% from those in the top 1%. Age and educational distributions are the
same, as are distributions of gender, race, marital status, children under 18, and employment
status. Modal occupations differ only in that there’s a slight shift away from Law and Teaching
and a corresponding shift into Insurance and Real Estate.

Median family income and income sources for the “Property Elite” are presented in Figure 6.
Following Lenski (1966), this elite includes families whose income from wealth is at least
twice the median family income from all sources. This elite comprises 0.5% of the families in
our data, but these are not the families at the 99.5 percentile of family income. From Figure 6,
we see that median family income is considerably lower, that labor income is a much smaller
component, and that property income is a much larger component (over half) of the total.
Transfers are a very small (2-3%) source of income for these families, mostly social security
and retirement income. Labor income rises throughout the period, reflected in a small upward
trend in the total.

It is particularly notable that, unlike the incomes of the top 1% and 0.5%, labor income does
not exhibit the sharp rise between 1995 and 1996, and property income does not exhibit the
slow decline. If Piketty and Saez (2003,2006) are correct in their interpretation of these patterns,
the “property elite” are not well-compensated executives, the “working rich,” but more closely
approximate the “coupon-clipping rentiers” (Picketty and Saez, 2003, p. 17).

These families are considerably older than those at the top of the family income distribution
(25% of householders and spouses are over 71 and 68, respectively). Like families at the top,
these families are white (95%), married or widowed (86%)9, with fewer children at home. In
contrast to families at the top of the income distribution, just under half are employed (50%
and 40% of householders and spouses, respectively). Most of those not employed are retired.
This may account for the relatively large share of property income that they receive. These
families report the same occupations as families at the top of the distribution, suggesting that
the “property elite” are the top-income families a decade later.

Summary
Our examination of the bottom and top of the family income distribution found:

At the Bottom
Looking at medians, transfer income is a major income source for families in the 10th and
25th percentiles. Transfer income was largely from social security, supplemental security, and
public assistance.

Families in the 10th and 25th percentiles are about 25% non-white, over 60% of householders
are female, less than 20% are married, and just over 20% included children under 18. The inter-

910.6 percent are widowed (not shown).
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quartile age range of householders and spouses is quite wide, approximately 30 years. In terms
of age, these families are quite diverse, consisting of both younger and older adults.

Typically, householders and spouses have, at most, a high-school education. Less than a third
of householders and spouses were working in the week prior to the survey. Many are disabled
(7-12%), many are retired (17-25%), most are not in the labor force. Typical jobs are low-level
service or sales occupations.

At the Top
For families at the top of the income distribution, the major income source is employment.
Property income is a relatively small and declining component of income for these families.
In 1996, labor income sharply increased from the previous year, in both amount and as a
proportion of the total, for families in the top 1% and 0.5%, but not for families in the top 10%
of the income distribution.

Families in the top 10%, 1%, and 0.5% are overwhelmingly white and married, with two income
earners. Half of householders were in their early 40s to late-50s. About 40% have children
under 18 (and 13-16% have children under 6). Most have a college-level education and most
are employed. Typical jobs for the top 10% of families are Executive and Management
occupations; typical jobs for the top 1% and 0.5% are in these occupations, and also in
Medicine, Law, and Teaching.

“Property Elite”
The “property elite” are high income families who receive about half of their income from
wealth. Unlike the top 10%, 1%, and 0.5%, labor income is a relatively small, but increasing,
proportion of the total. These families also receive transfer income, in the form of social security
and retirement. Their median family income is higher than that of the top 10%, but lower than
the top 1% and 0.5%.

Families in this “property elite” are typically older than families in the highest percentiles of
the income distribution but, like them, are predominantly white and married (if one includes
the widowed). They have fewer children living with them, and a larger proportion were not
working in the week prior to the survey. Most of those are retired.

Conclusions and Implications
As anticipated, families at the bottom of the income distribution are disproportionately non-
white, female, and non-married. These families consist of both young and old adults, with high-
school educations or less, in low-level service occupations. Many are disabled, many are
retired. Much of their income is in the form of transfers.

Also as anticipated, families at the top of the income distribution are typically white and
married. Householders and spouses are typically middle-age with college educations,
employed in professional service and managerial occupations. Although not directly
comparable (families at the top of the income distribution are not the same as those at the top
of the wealth distribution), these findings are consistent with Keister’s (2000, Table 4-4)
findings with respect to the wealth distribution: the wealthiest 1% of households are
predominantly white, middle aged, with at least a college education.

Not anticipated is the small contribution of property income to the total family income at the
top, and the correspondingly large contribution of income from employment. Our findings do
not support the argument that wealth is a primary source of income for families at the highest
percentiles. The top 0.5% of families received a median of around $40,000 in property income
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in 1988 (of a median family income of $240,000), but this declined to $5,000 by 2003 (of a
median family income of almost $300,000). The “property elite” do receive over half of their
median family income from wealth, but that is by construction. Importantly, the highest income
families during this period in the U.S. were not the “property elite”.

The decline in property income and increase in labor income among the highest income families
does support the claim of Piketty and Saez (2003,2006) that executive compensation has
increased rapidly in recent years, while income from wealth has gradually declined. The decline
in property income is also consistent with Keister’s (2000) finding that mean financial wealth
of the top 1% declined between 1989 and 1995 (Table 4-1), and median net worth for families
with income of $100,000 or more declined from 1983-1995 (Table 8-5).

How are we to understand the differences between families in the top 10%, 1% and 0.5% of
the income distribution? Those in the top 1% are slightly older and better educated than those
in the top 10%. We can speculate that those in the top 1% are perhaps further along in their
careers and occupy higher executive positions. This would be consistent with Picketty and
Saez’s (2003, 2006) explanation of the rapid rise in labor income for the top 1%.but not for
the top decile. Alternatively, the top 1% may be more likely to be in the independent professions
(Medicine, Law). The only notable difference between families in the top 1% and 0.5% are
occupational. We can speculate that the top 0.5% of families are more likely to be self-
employed instead of salaried, or simply higher-up in the executive hierarchy. These are areas
of future research.

Our finding that age and retirement status are the major distinctions between the “property
elite” and those at the very top of the family income distribution is unexpected. It is, however,
consistent with Keister’s (2000, p. 232) finding of a life-cycle process whereby salaried and/
or entrepreneurial professionals and executives invest high earnings during their careers, then
draw income from these investments after retirement. Is this life-cycle process consistent with
the theoretical meaning of “property elite”?

Lenski (1966, p.340) uses “property elite” to “understand the political activities of the
propertied class [those who control economic resources]” in market systems. These “elite” are
a “tiny minority” whose wealth constitutes an important source of economic and political
power.

From this perspective, the extreme concentration of wealth in the U.S. has suggested that,
despite the trappings of electoral democracy, real political power is concentrated among a small
class of wealthy individuals and families (Domhoff 2002, Chapter 3; Lindblom 1977, Chapter
17). But the composition of this class is contentious. Does this class consists of a discrete set
of individuals with a common class culture that reproduces itself from one generation to the
next, (e.g., Domhoff 2002), or of a set of positions with common interests in property rights
and “free enterprise,” that replicate over time along with other societal structures (e.g.,
Lindblom 1977)? It seems to us that a life-cycle process is consistent with either
conceptualization. Families use their wealth to advance their children’s prospects – e.g.,
through institutional mechanisms described by Domhoff (2002). Alternatively, careers
advance through merit or through luck..

Adjudication of these conceptualizations of a propertied class requires detailed information on
wealth mobility, and on inheritance processes. We know of no existing data adequate for this
purpose, but hope that continued interest in wealth research will promote the development of
longitudinal wealth databases. .
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Figure 1.
Median Family Income and Components- Bottom 10% of Family Income
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Figure 2.
Median Family Income and Components- Bottom 25% of Family Income
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Figure 3.
Median Family Income and Components- Top 10% of Family Income
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Figure 4.
Median Family Income and Components- Top 1% of Family Income
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Figure 5.
Median Family Income and Components- Top 0.5% of Family Income

Raffalovich et al. Page 14

Res Soc Stratif Mobil. Author manuscript; available in PMC 2010 December 1.

N
IH

-PA Author M
anuscript

N
IH

-PA Author M
anuscript

N
IH

-PA Author M
anuscript



Figure 6.
Median Family Income and Components- Lenski’s “Property Elite”
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