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Motivation

Rising longevity and wealth inequality in the US

Life expectancy at retirement ↑ substantially

Up 5+ years: 14.1 years (1950) → 19.5 years (2015)

Theory: longevity affects accumulation patterns

1 BEHAVIORAL:
↑ incentives for old-age saving
↑ widening gap between young and around-retirement

2 STRUCTURAL:
↑ cohorts close to retirement relatively more numerous

Question: does longevity matter quantitatively for wealth inequality?
→ We study wealth inequality patterns across birth cohorts (SCF data)
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Motivation

Two dimensions of inequality: same year of birth (=cohort) vs same year
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Our contribution

Contribution of between-cohort inequality to overall rise in wealth inequality is significant!

Between-cohort component adds to overall inequality
1950-1970: inequality would have ↓ more except for between-cohort
1975-2020: inequality would have ↑ less except for between-cohort

We link this contribution to increases in LE65
Behavioural only: Periods with ↑ LE65 gains undergo ↑ between-cohort inequality increases
Total: Structural component overtakes – high LE → diminished increases

We identify which cohorts contribute the most to wealth inequality
Longer-lived birth cohorts contribute the most to inequality
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Data source

Survey of Consumer Finances (SCF+) data for 1950-2020 by Kuhn et al. (2020)

Assets - Financial assets (including defined-contribution retirement plans), real estate, cars

Liabilities - Personal debt and hosusing debt

Our measure - Net wealth

Demographic characteristics match Current Population Survey and U.S. Census data
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Data & methods

Methods – what we do

1 Inequality Decomposition – Quantify significance of between cohorts inequality

2 LE65 vs GEbetween – Connect changes in between cohort inequality to changes in longevity

3 RIF Regression – We identify which cohorts contribute the most to wealth inequality
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Data & methods

Methods – Generalized entropy:

Q: Significance and evolution of between cohort inequality?

Total = Inequality Between Cohorts + Inequality Within Cohorts (1)

Gini can’t do this!

Generalized Entropy = GEbetween + GEwithin (2)

∆GE = ∆GEbetween +∆GEwithin (3)
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Methods – Generalized entropy
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ȳc - arithmetic mean of assets of cohort c
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Total inequality vs LE65 changes
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Q: Do cohorts with ↑ LE65 contribute ↑ to overall inequality?

Pieces needed to answer:

Wealthi = βcbirth cohortc + ϵi

Wealthi = βcbirth cohortc + βyyeary + βaagea + ϵi

We need tricks:

Deaton and Paxson (1994) decomposition

Recentered Influence Functions (Firpo et al. (2009) & Rios-Avila (2020))
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Identifying the role of specific birth-cohorts

Final regression form

RIF{wealthi ,GE(α)} = βcbirth cohortc + βaagea + βyyeary + ϵi (7)

GE(α) = E[RIF{wealthi ,GE(α)}] (8)

βc – unconditional partial effect of cohort on distributional statistics (GE/GINI)
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Identifying the role of specific birth-cohorts

Evolution of βc across cohorts
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Relevance

Questions or suggestions?
Thank you!

w: grape.org.pl
t: grape org
f: grape.org
e: m.lewandowski@grape.org.pl
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Ratio comparison

1880

1900

1895

1885

18901905

1910

1915
1925 1930

1935
1940

1945

1950
1955

1960
1965

1970
1975

−1

−.5

0

.5

1

1.5

G
E

0
5

: 
c
o

h
o

rt
 e

ff
e

c
ts

 r
e

la
ti
v
e

 t
o

 c
o

h
o

rt
 b

o
rn

 1
9

2
0

−
2

4
(a

d
ju

s
ti
n

g
 f

o
r 

a
g

e
 a

n
d

 y
e

a
r 

e
ff

e
c
ts

)

−2 0 2 4 6

Change in life expectancy at age=65, relative to cohort born in 1920−1924

DATA: GE CI DATA: GE point estimate of efect size

POPULATION STRUCTURE FROM 1950: GE CI POPULATION STRUCTURE FROM 1950: GE point estimate of efect size



Rising longevity and US wealth inequality 38 / 47

Appendix

Ratio comparison

0

.05

.1

.6 .8 1 1.2 1.4

BETWEEN ineq of NEW cohorts/BETWEEN ineq of old cohorts

95% CI Fitted values

change in BETWEEN cohort inequality



Rising longevity and US wealth inequality 39 / 47

Appendix

−.3

−.2

−.1

0

.1

.2

.3

c
h
a
n
g
e
 i
n
 G

E
 i
n
e
q
u
a
li
ty

1950/4−1970/4 1955/9−1975/9 1960/4−1960/4 1965/9−1985/9 1970/4−1990/4 1975/9−1995/9 1980/4−2000/4 1985/9−2005/9 1990/4−2010/4

Period over which change in GE inequality was computed

BETWEEN cohort contribution  to change of GE WITHIN cohort contribution to change of GE 

overall change

Note: Population structure frozen at 1950



Rising longevity and US wealth inequality 40 / 47

Appendix

GE within

GEwithin(α) =
C∑

c=1

(
Nc

N

)1−α

sαc GEc(α) (9)
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Intuition
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