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In this paper we examine trends in the cross-sectional wealth distribution. We use two weslth
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been constructed from administrative records (e.g. records from the wealth and income tax). We then
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are available in the SEP.
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1. Introduction

In this paper we examine trends in the cross-sectional wealth distribution. We use two wealth
definitions: net worth and financial wealth. We use data from the Socio-Economic Panel (SEP),
a representative panel survey conducted by Statistics Netherlands. The SEP contains detailed
information about household characteristics, income, and weslth. It follows households over time,
enabling the researcher to gain greater insight into their behavior. The fact that wedth data is
collected every year is a feature of the SEP, which is not shared by many other data sets. For
example, the U.S. Panel Study of Income Dynamics reports data on wedlth in 1984, 1989 and 1994,
while the Survey of Consumer Finances (SCF) collects wedlth data in a three-year interva. In
addition, the SEP provides some vauable information on subjective income expectations and
motives to save. Thisinformation alowsfor avery careful examination of household behavior and,
in addition, it provides researchers with some instruments to account for measurement error
problems.

The paper is organized as follows. In section 2 we describe the information on wealth
available in the SEP, and the problems with person- and item-nonresponse. Moreover, we
compare the SEP data with an external data source, the Income Panel Survey (IPS). The IPS has
been constructed from administrative records (e.g. records from wealth and income tax records).
In section 3, we analyze the trends in wealth inequality (the cross-sectional distribution of
wealth). Section 4 discusses trends in the age and income gradient of wealth holdings. Finally
in section 5 we consider briefly some explanations for the observed pattern of wealth

accumulation in the Netherlands, focusing especialy on saving motive data available in the SEP.

2. The Socio-Economic Panel

The SEP covers approximately 5,000 households. The purpose of the SEP, as summarized in
Statistics Netherlands publications (see, for example, Statistics Netherlands (1991)), isto provide
adescription of the most important elements of individual and household welfare and to monitor
changes in these elements. The survey is representative of the Dutch population, excluding those
living in specia institutions like nursing homes. In order to arrive at a representative sample,
Statistics Netherlands applies a stratified sampling procedure. In the first step, municipalities are
drawn with probabilities depending on the number of inhabitants (the four biggest cities are drawn

with certainty). In the second step, addresses are selected randomly. All households present at the
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selected address are interviewed, up to a maximum of three households. In contrast to the
American Survey of Consumer Finances (SCF) wealthy households are not oversampled (seeeg.
Avery, Elliehausen and Kennickell (1988) for more information about the SCF). Moreover, the
SEP does not have a low-income supplement, as is the case with the Panel Study of Income
Dynamics (PSID). The SEP has been launched in April 1984. The same households were
interviewed in October 1984 and then twice ayear (in April and October) until 1989. Since 1990
the survey has been conducted once ayear in May. In order to address the problem of sample
attrition, Statistics Netherlands regularly adds new households to the SEP.

In the October interview, information is collected on socio-economic characteristics, income
and labor market participation." The April interviews collect information about socio-economic
characteristics, as in the October interview, but rather than gathering data about income, from
1987 onwards the April questionnaire includes questions on awide range of assets and liabilities.

A useful feature of the SEP set is the provision of variables such as households' expectations
about the behavior of incomein the future and the motives for saving. Thisinformation provides
an additional check on the consistency of the data and enables amore detail ed assessment of models
of household behavior. In addition, these variables can act as instruments for both savings and
income changes. A less attractive feature of the SEP isthat it contains hardly any information about
the health status of the respondents. Only the 1994 wave of the SEP includes a subjective question
about hedlth status. Obvioudy, health information isvery relevant for empirical investigations into
the retirement choice and the wealth holdings of the elderly.

Every respondent (i.e., aperson who is at least 16 years old) in the household has to complete

arather short questionnaire on assets and liabilities.? In the SEP questionnaire, a distinction is

! Alesseand Kapteyn (1999) describe in more detail the information about household income and its components
which is available in the SEP. This study also indicates how the variable ‘household disposable income’ is
constructed. This household income measure has also been used in this paper.

2 However, from 1990 onwards, only one household member (the head of the househol d) reports the value of housing
related assets and liabilitiesi.e. 1) the value of the primary residence, 2) remaining mortgage debt, 3) life insurance
mortgage). In most other wealth surveys only one household member hasto fill in the questionnaire. There are pros
and cons of the approach adopted in the SEP. It israther unlikely that the main respondent (head of household) has
afull knowledge of al asset items held by the members of the household. This problem is especially relevant for
those households whose head and spouse keep their financial administration separate. Therefore, Statistics
Netherlands has decided to interview all respondents. A disadvantage of the “ SEP approach” isthat for instance the
balance of joint checking and saving accounts can be reported both by the head of the household and/or his spouse.
In that case, there isaproblem of double counting. However, the SEP questionnaire explicitly indicates that in case
of joint ownership of some asset and liability items, only one repondent should report its, preferably the head of the
household.



made between the ownership of a particular asset or liability on the one hand, and the value of
the asset and liability on the other. Information is collected for the following assets® (1) checking
accounts; (2) savings and deposit accounts®; (3) saving certificates (certificates of deposit); (4)
bonds, mortgage bonds; (5) shares, mutual funds, options, and other securities; (6) value of the
primary residence; (7) other real estate (not used for own residence); (8) value of the car(s); (9)
net worth of own company (for the self-employed); (10) life insurance mortgage™; (11) other life
insurance with a saving element® (starting date of the insurance, insurance premium); (12) other
assets. These assets are reported at the current market value. From the 1990 wave onwards, no
information has been collected on the following asset items: ‘ other life insurance with asaving
element’ and ‘net worth of the own company’ (as of 1990, self-employed respondents do not
have to report their asset and liability holdings). Notice also that the SEP does not contain
information on cash holdings and on occupational pension wealth.

The surveys collect information on the liabilities of every respondent. Unfortunately, Statistics
Netherlands revises the questions and liabilities regularly. This could limit the comparability of
the liability data between years. In the SEP questionnaire of April 1987 and April 1988, the

3 The April 1987 and 1988 questionnaires also contain questions concerning the following asset category: Claims
againgt private persons (friends, acquaintances). Moreover, in al waves information has been collected on tangibles
(paintings, jewelry etc.). However, Alessie and Zandvliet (1993) point out that thisinformation is of dubious quality.
They have analyzed changes in ownership status over time of this asset category. Their analysis shows that
implausibly many changes in ownership are reported. For instance, it appears that from the 1277 households
reporting ownership of tangibles for 1987 and/or 1988, only 781 households have some tangibles in both years.
Given these implausible results we have decided not to use the information on tangibles.

* We assume that the respondents include the balance on their dedicated saving accounts when they answer the
guestion on the total balance of all their saving accounts. Notice that we cannot distinguish the balance of the
dedicated saving accounts from the balance of the other saving accounts. However, we know whether the household
has dedi cated saving accounts and we know the yearly contribution to these saving accounts. What we unfortunately
do not observe, isthe yearly withdrawal from the saving accounts.

°A specia type of mortgage is possible in the Netherlands when buying a house. With this mortgage contract, the
mortgage debt remains constant during the contract period. The mortgage-holder pays life insurance premiaand, at
the end of the contract period, the value of the life insurance policy is used to redeem the mortgage. The cash value
of the life insurance mortgage is not directly observed. However, we have imputed this value using the information
provided in the survey (the starting date of the insurance, the balance of the mortgage, and assuming an interest rate
of 3 percent on a 30 year maturity). It should be noted that only the 1990 wave does not contain enough information
to impute the cash value of the life insurance mortgage. We have attempted to remedy this problem by merging into
the 1990 dataset some relevant information from the 1991 wave.

®Asal ready noted by Alessie and Zandvliet (1993) the questions about the other life insurances are rather messy.
Only information on the (yearly) premium and the year when the insurance policy is effected, has been collected.
Moreover, no clear distinction has been made between whole life insurance policies and (single premium) annuity
insurance policies. Given the information at hand, it isimpossible to come up with areasonable estimate for the cash
value of the other life insurance policies (see al'so Alessie, Pradhan and Zandvliet (1993). Therefore we have not
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following categories are listed: (1) persona loan and revolving credit; (2) purchase on credit, hire
purchase; (3) remaining mortgage debt; (4) other loans; (5) debt not aready mentioned. In 1989
ten liabilities categories have been distinguished. They are as follows: (1) persona loans; (2)
revolving credit; (3) debt with mail orders, retail debt; (4) other purchases on credit; (5) hire-
purchase; (6) remaining mortgage debt; (7) collateral-based loans; (8) debt with relatives and
friends; (9) other outstanding debt, unpaid bills; (10) debt not already mentioned. In 1990 and
1991, the SEP distinguishes the following liability categories: (1) personal loans and revolving
credit; (2) debt with mail orders, retail debt; (3) hire-purchase, other purchases on credit,
collateral-based |oans; (4) debt with relatives and friends; (5) remaining mortgage debt; (6) loans
not aready mentioned. In 1992, Statistics Netherlands has used the following liability
categorization: (1) personal loans and revolving credit; (2) debt with mail orders, retail debt; (3)
hire-purchase; (4) other purchases on credit; (5) collateral-based loans; (6) debt with relatives and
friends; (7) remaining mortgage debt; (8) other loans. From 1993 on, Statistics Netherlands has
used the following liability categories: (1) personal loans and revolving credit; (2) debt with mail
orders, retail debt; (3) hire-purchase, other purchases on credit; (4) collateral-based loans; (5)
(interest bearing) student loans (6) debt with relatives and friends; (7) remaining mortgage debt;
(8) other loans.

From the May 1990 wave onwards, the questions on assets and liabilities are not asked
anymore to self-employed. It appeared that the data on business equity, which has been collected
inthe April 1987, 1988 and 1989 waves of the SEP, is rather unreliable (see dso Alessie, Lusardi
and Aldershof (1997a) and Alessie and Zandvliet (1993)). Therefore we have deleted the self-
employed from our sample. Household assets and liabilities are obtained by summing all the
assets (except the asset items * business equity’ and ‘ other life insurance with a saving element’)
and liabilities of each respondent in the household. Net worth is obtained by subtracting total
liabilities from total assets. In this study we also analyze financial wealth holdings. Financial
wealth has been defined as the difference between net worth on the one hand and housing equity
(value of the primary residence plus life insurance mortgage minus remaining mortgage debt),
other real estate and the value of the cars on the other hand.

For confidentiality reasons, the values of all asset and liability items have been top-coded for
each category and set at the value of NLG 999,997 if the values exceed that amount.” Note,

included this asset item in our measure of net worth.
" From 1990 onwards, the wealth items *value of the primary residence’ and ‘ remaining mortgage debt’ have been
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however, that very few households are affected by top coding, which is concentrated among the
self-employed. In our sample, we exclude the self-employed, and top coding is barely a problem.

We have examined the relevance of non-responses at the respondent level regarding both the
size and ownership of assets and liabilities. Non-responses are of two types. “refuse to answer”
and “do not know”. Most respondents were prepared to answer the question concerning
ownership properly. Alessie, Lusardi and Aldershof (1997a) report that a sizable fraction of
respondents refused to report or did not know the amount held in certain assets, such as
(mortgage) bonds, savings certificates, other real estate and shares, options and other securities.®
In the 1996 wave these fractions are smaller for most asset categories (this remark especially
appliesto the categories * shares, options and other securities' and ‘ other real estate’). The panel
feature of the SEP has been exploited to impute some of the missing values. For example, in the
case of amissing value in the house value in period t, a value equal to the average of period t-1
and t+1 has been imputed, if the household lived in the same house in periods, t-1, t, and t+1. See
Camphuis (1993) for details.

To calculate net worth at the household level, we have chosen the following criteria (this
refers to the data after imputation has been effected): we exclude those observations for which
(i) the head of the household or the spouse “refuses to answer” one or more questions about their
assets or debts; or (ii) at least one respondent answers with “do not know” to one or more
guestions about his/her assets and debt. After removing the self-employed from the sample, it is
possible to calculate net worth for approximately 90% of the householdsin 1987 (4,154 out of
4,531 households) and for about 95% of the households in 1988 and 1989 (4,287 out of 4,538
in 1988, and 4,410 out of 4,712 in 1989). These samples show some evidence of selectivity (see
Alessie, Lusardi and Aldershof (1997a)). From 1990 on, item non-response seemsto be less of
a problem: net worth can be measured for more than 95% of the households. It appears that item
non-response is especialy relevant for saving and checking accounts. No attempts have been
made to impute the missing values.

For an external validation of our survey data, we want to compare ownership rates with rates
derived from other sources. In the Dutch Flow of Funds (national) accounts data, the stock of
wealth (and its composition) is not observed. We do, however, compare the data in our panel

with statistics on the distribution and composition of household wealth published by Statistics

top coded at avalue of NLG. 9,999,997. A Dutch Guilder (NLG) is approximately equal to US$ .50.
8 Unlike the SCF, PSID and the Health and Retirement Study (HRS), the SEP does not include so-called bracket
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Netherlands (Statistics Netherlands, 1996, 1997, 1998), which are derived mainly from the IPS
data set. The IPS contains administrative data on about 75,000 households collected by Statistics
Netherlands, providing information on asset and debts from the wealth and income tax records.
This micro data set itself is not available to us. However, Statistics Netherlands annually
publishes statistics on the wealth distribution and composition of Dutch households’ based on
the IPS supplemented with some information from the SEP. Although the IPS is based upon a
large number of observations and administrative records, it is not guaranteed that the published
data perfectly reflect national ownership rates or aggregate amounts held. Underreporting to
avoid paying taxes might be as serious as measurement errors in surveys. For this reason,
Statistics Netherlands has adjusted the IPS information on the value of the primary residence by
making use of the SEP.'® On the other hand, banks and other financia institutions are obliged
to provide the tax authorities with details on the clients' saving accounts balances, the remaining
mortgage debt (plus the mortgage interest payments), and on interest and dividends paid out. This
obligation implies that these asset items should be measured rather accurately in the IPS. The
aggregation level in IPSis rather high, and not all the assets are covered (e.g. life insurance
policies, tangibles, cars and other durables). For instance, the IPS does not contain information
on any type of life insurance. To combine IPS with SEP, several ad hoc approximations had to
be made.™

In table 1, we compare the IPS and SEP survey concerning some relevant asset items the
ownership rates and the mean (conditiona upon ownership). This comparison which refersto the
year 1995, israther limited, however, for severa reasons. The most important reason isthat contrary
to the SEP the IPS figures include the wealth holdings of the self-employed. Moreover, it is not
entirely clear whether in table 1 the item ‘other assets’ is defined in the same way in the SEP and
IPS. Keeping these caveats in mind, one can draw the following conclusions from table 1:
»  Theownership rates of most asset items are roughly similar between the two datasets although

the SEP figures suggest a higher home ownership rate than IPS. It should be mentioned that the

SEP figure amost coincides with that of the Housing Needs Survey (thisisaso alarge-scae

guestions in order to alleviate the problem of item-nonresponse.

9 These statistics are published in various issues of Sociaal Economische Maandstatistiek, Statistics Netherlands
, Voorburg/Heerlen.

10 Alessie, Pradhan and Zandvliet (1993) have compared the SEP data on home ownership and the value of the
primary residence with data of the Netherlands Association of Real Estate Agents (Nederlandse Vereniging van
Makelaars (NVM)). From these comparisons they conclude that the quality of the SEP of the houses owned is
adequate.

11 For details, see Meuwissen (1994).



survey conducted by Statistics Netherlands). We don’t understand why the IPSfigureislower.

» If onetakesthe IPS figures as the reference point, the SEP underestimates average net worth
by 20%. A part of this underestimation has been caused by the fact that the SEP does not
observe the wesalth holding of the self-employed. However, table 1 aso strongly suggests that
stock and bond holdings are severely underreported in the SEP.* One should keep in mind that
the IPS figure on stock and bond holdings includes stocks from a substantial holding in a
company™ Typically, these stocks are not listed on the Dutch exchange. Given the way the SEP
guestion on stock holdings has been phrased, we suspect that especialy the stocks from a
substantial holding in acompany are severely underreported by the SEP respondents. Findly,
the underestimation of average net worth is aso partly due to the fact that in the SEP checking
and saving accounts balances are underreported.

* The SEP underestimates the average amount of consumer credit considerably. On the other
hand, the SEP might overestimate the holdingsin other real etate. One should redlize that these
differences barely explain the difference in the estimated average net worth holdings as
observed in the SEP and IPS.

In table 2 we compare the | PS decile distribution of net worth with that of the SEP. It appears
that the lower deciles (until 80%) are rather precisely estimated by the SEP. The reader should
redize that the IPS wealth data of the low-income households are based on the SEP. This
probably explains the similarity of the two wealth distributions. The 90%- and especially 95%-
guantiles are severely underestimated. Similar although less dramatic results have been found by
Juster, Smith and Stafford (1998), who have compared the wealth figures of the PSID with those
of the SCF. They conclude that the underestimation is partly due to differences in the sampling
frame of the PSID (basically a representative sample) and the SCF (high-income households

oversampled).

12 Just recently, Statistics Netherlands published the National Accounts of the year 1998. For the first time, the
Nationa Accounts include the Flows of Funds Statement for the sector ‘ households'. Up to now, we were not able
to obtain the NA publications. From private conversations with mr. Kusters of the Netherlands Bureau of Economic
Analysisit became clear that even in the IPS the average value of stock holdings might be underestimated.

13 In the note * Taxation in the Netherlands' of the ministry of Finance (see http://www.minfin.nl) the term income
from a substantial holding in a company is described as follows: a taxpayer is regarded as having a substantial
holding in a corporation if he or she, either alone or with his or her spouse, holds directly or indirectly 5% of the
issued capital. If the corporation has issued different classes of shares, a substantial holding also exists if the
taxpayer, either alone or with his or her spouse, holds more than 5% of the issued capital of a particular class of
shares. If the taxpayer holds a substantial interest in a corporation, jouissance rights and debt-claimsissued by that
corporation and held directly or indirectly by the taxpayer, either alone or with his or her spouse, are regarded as
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3. Wealth inequality

The primary god of this section isto examine trends in the cross-sectional distribution of net
worth and financial wealth. Table 3 summarizes the percentile distribution of net worth for the
years 1987 through 1996. All values are expressed in 1987 prices. In al years, the distribution
of net worth is clearly right-skewed and very dispersed. In dl years, about 10% of the households
have negative or zero wealth whereas the 90% decile increased from NLG 156,000 in 1987 to
NLG 267,000 in 1996. Therelative increase in the median, sixth and seventh decileis even more
striking: in 1987 mean net worth is aimost equa to the seventh decile. However, in 1996 mean
net worth is considerably smaller than the seventh decile. Moreover, from table 3 it can be
inferred that between 1987 and 1996 the coefficient of variation (CV) decreased from 1.88 to
1.57. These results suggest that in contrast with the United States wealth inequality decreased in
the Netherlands between 1987 and 1996.

The question why the wealth distribution has become more equal is difficult to answer. In
table 4 and figure 1 we present some evidence which partly explains the phenomenon of the
decreasing wealth inequality. Table 4 presents the trends in the household ownership rates of
several asset and liability components. Between 1987 and 1996 the home ownership rate rose
considerably from 42.7% to 50.5%. In the same period, we observe asimilar striking trend in the
ownership rate of stocks (5.8% in 1987 and 13.2% in 1996). Figure 1 summarizes the evolution
over time of the average price of the houses sold (source: Netherlands Association of Red Estate
Agents). It appears that between 1987 and 1996 the average price rose from NLG 153,000 to
NLG 262,000. The trend in the home ownership rate and the house prices might explain why
median net worth has increased so much between 1987 and 1996. For the median household the
share of housing equity in total net worth is considerably larger (especially in 1996) than for
households in the top decilein the wealth distribution. In other words, the increase in the house
pricesis relatively lessimportant for the rich than for the median household, which in turn might
explain the decreasing tendency in the wealth inequality between 1987 and 1996. In order to back
up this claim, we also present in table 5 the percentile distribution of financial wedth. Thisfigure
does not show a negative trend in financial wealth inequality: between 1987 and 1996: the third

through nine-th decile rose roughly by the same rate. Like net worth, the distribution of financial

forming part of the substantial holding.



wealth is right-skewed and very dispersed.

Some other conclusions can be drawn from table 5. The most striking one is that the value of
median wealth (NLG 7500 in 1987 prices and NL 9200 in 1996 prices) is low especialy in
comparison with the United States. However, Jappelli and Pistaferri (1999) also report a rather
but somewhat higher number for median financial wealth in Italy (in terms of Dutch guilders:
NLG 16,200). However, in contrast with our financial wealth measure, they include the cash
values of lifeinsurance and of defined contribution pension plans and ‘foreign assets'. Moreover,
contrary to us Jappelli and Pistafferri do not subtract consumer credit from their financial wealth
measure. Finally, Jappelli and Pistafferri (1999) have included the self-employed (Compared with
the Netherlands relatively much more people are self-employed in Italy). The fact that median
wealth is rather low might be due to the fact that in the Netherlands most employees are covered
by arather extensive social security and occupationa pension system. In section 5 we will pay

more attention to thisissue.

4. The age-wealth and the income-wealth profiles

Tables 6 and 7 summarize for the year 1996 the age gradient of the distribution of net worth
and financial wesalth respectively. Table 6 shows that there exists aclear hump-shaped age profile
for median net worth with a peak in the age range 50-54. In comparison with households in their
middle ages median net worth is rather low for the young and old households. One can aso observe
a hump-shaped pattern in the age profile of average net worth with a peak around age 55. Notice,
however, that after age 55 average net worth decreases at a much slower pace than median net
worth. From table 6 one can compute the interquartile distance ((p75-p25)/p50) and other inequality
measures (e.g. (p90-p10)/p50). These inequality measures clearly suggest that, among the old,
wealth inequality is much greater than among the young. Contrary to net worth, we do not observe
a clear hump-shaped age pattern in median and average financia wealth.

From table 6 one could be tempted to conclude that people dissave after retirement as the
standard life cycle modd predicts. However, in one cross-section, one cannot disentangle age and
cohort effects. Therefore we exploit in figures 2a and 2b the longitudinal feature of the SEP. In
these figures, we plot median and mean net worth from 1987 to 1996 for each 5-year-of-birth-
cohort. For clarity, the graphs only indicate the average year when the head of the household was
born (for example, "38" refers to heads of households born between 1936 and 1940). The vertical
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difference between lines measures the "cohort-time" effect. The difference along the same line
measures the "age-time" effect™

The figures show that there are substantial cohort-time effects as well as age-time effectsin
total net worth. Within the same cohort, both mean and median net worth are steadily increasing
over time. Thisis particularly true for the young cohorts, but even for some elderly mean net
worth continues to increase over time (median net worth remains fairly constant for the old
cohorts)™. Theincrease in mean total net worth over the 10-year period is for 1936-1940 cohort
as big as NLG 100,000. The fact that mean and median net worth increase for most cohorts
(except the old ones) in a"parallel” way suggests, that time effects may also be important. This
effect may be due, for example, to common macro shocks, changes in housing prices and the
increase in home ownership rates (see table 4 and figure 1).° While important, home-ownership
Is; however, not solely responsible for the existence of cohort-time effectsin total net worth. In
Figures 3a and 3b we report financial wealth and show that strong cohort-time effects are still
present in the mean and median of this more restrictive measure of wealth.

Figures 2a and 2b clearly show that on the basis of cross-section evidence (e.g. table 6) one
cannot answer the question whether or not people dissave after retirement. In contrast with table
6, the figures suggest that the elderly do not dissave. On the basis of figure 2a one can also infer
that the cross-section age profile of net worth of the year 1996 is much more hump-shaped than
that of 1987. These results underline the problem associated with testing the predictions of the
life-cycle model using cross-section data.

Examining the wealth distribution by income deciles allows one to assess if householdsin the
top quantiles of the income distribution aso fal in the top quantiles of the wealth distribution.
We report therefore within each decile of the household income distribution the distribution of
net worth and financial wealth (see tables 8 and 9). Both mean and median wealth increases with

the rank in the income distribution, implying a strong correlation in the relative positions in the

14 We use this terminol ogy to emphasize that it is not possible to disentangle age from cohort and time effects in
these figures. See also below.

> The age-time effects of the old cohorts (especially the cohort 1910-1915) should be interpreted with care
because the estimate of the age-time could be biased for reasons of differential mortality: survival probabilities
may be positively correlated with wealth implying that rich households are over-represented in the oldest
cohorts. This correlation implies that one may find alow rate of decumulation after retirement simply because
the poor tend to disappear from the sample earlier than the rich.

16 There is another potential cause for the existence of these time effects. It is possible that the amount of
measurement error, and particularly under-reporting of wealth, is decreasing over time.
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two distributions.

5Why Do Households Say They Save? '’

The questionnaires of the 1987 and 1988 waves of the SEP also list severa possibilities for
motives to save and asks the respondent to consider one or several combinations of the motives
listed. The main possibilities are: to buy a house, to buy acar, to buy other durables, for unforeseen
events, for children, for old age, for no specific purpose, and al possible combinations of the above
motives. Examining the motives to save in more detall, it is interesting to note that the households
who have indicated unforeseen events aone or in combination with other motives account for 22
percent of the total sample. This result is relevant in light of recent studies of savings which
emphasize the precautionary saving motive, i.e. that people save to insure against risk. The
percentage of people who have indicated the desire to buy a house asamotive to save is 13 percent,
the percentage indicating automobile purchaseis 12 percent; 15 percent have indicated the purchase
of other durables. Thereisavery small proportion of households, only 2 percent, indicating that
they save for old age. This is probably due to the fact that amost every employee (as well as
persons who receive unemployment or disability benefits) in the Netherlands is covered by
extensive social security and occupational pension schemes: studies of Alessie, Kapteyn and Klijn
(1997b) and Kapteyn, Alessie and Lusardi (1999) indicate that there is a considerabl e displacement
effect between private saving and socia security wealth. This may explain the fact that the median
Dutch household holds very little (financial) wealth.

The behavior of these motives across the life cycleis presented in Figure 4. The precautionary
saving motive remains relatively stable acrossthelife cycle, but it is somewhat greater for young
and old households. Note that this motive may capture several types of risk, not only income or
unemployment risk, but also mortality risk. It isconceivable that other types of risks than income
uncertainty are more important to explain saving behavior of Dutch households: Das en Donkers
(1999) use the CentERpanel which collects information on the subjective distribution of future
income. Their anays's shows that more than 80% of the households report a coefficient of variation
of future income below 6.5 % (see also Jappelli and Pistafferri (1999)). This low variability in
future income is presumably caused by the tight labor regulations (it is difficult to fire employees

17 This section draws heavily on section 5.2. of Alessie, Lusardi and Aldershof (1997)
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in the Netherlands) and the generous socia insurance programs in the Netherlands. The motive
related to the purchase of a house is concentrated among households bel ow the age of 40; after age
40 this motive becomes less important. Saving for children affects the young househol ds between
30 and 40 and is presumably related to raising children. This motive seemsto be relevant for the
elderly aswell, in particular for the households over the age of 70, and it is possibly related to a
bequest motive. Evidence (based on the CentERpanel, presented in Alessie, Lusardi and Kapteyn
(1999), suggests that the bequest motive is especialy relevant for the high income households.

6. Conclusions

In this paper, we have examined wealth data from the Dutch Socio-Economic Panel. The survey
provides detailed information on the assets and liabilities of each household member. This
information alows one to study wealth holdings over the life cycle, portfolio choice, and wealth
inequality. From the analysis presented in this paper the following conclusions can be drawn:

» Thewealth data of the SEP are of reasonable quality. The amount of individual and item-non
response israther small. However, average stock holdings are considerably underestimated by
the SEP. Moreover, the SEP is not suitable to analyze the determinants of the wealth holdings
of thevery rich.

» Between 1987 and 1996 the wealth distribution became more equal. This phenomenon can be
attributed partly to theincreasing trend in the home ownership rates and the rise in house prices.

* Theage- (median) wealth profile has an inverted U-shape. Between 1987 and 1996 it became
even more hump-shaped. Wealth inequality is greater among the old than among the young.

* Not surprisingly, thereis a strong positive relationship between wealth and income.

The pand feature of the SEP allows the researcher to further examine household accumulation.
One can study questions such as: do the elderly dissave (see, e.g., Alessie, Lusardi and Kapteyn
(1995, and 1997) and do young people facing upward doping earnings profiles borrow as predicted
by the theoretical models? The SEP providesinformation on the motivesto save, making it possible
to check whether the reported answers conform to actua behavior.

The analysis of the profiles of wedlth, savings, and income over the life cycle shows that there
is substantial heterogeneity in the behavior of households, which should be taken into account in
the econometric modeling. Aswith all survey data, thereis a misreporting and measurement error

12



problem. This problem becomes more acute with datain first differences (i.e. savings). However,
auseful feature of this data set is the provision of many variables, which could act as instruments
and alleviate the measurement error problem in econometric analyses.

The survey covers along time span and is continuing. This data set will enable researchersto
examine household behavior in several dimensions and should prove extremely valuable for
research and policy evauations. However, the sample sizeisrather small especialy if onelikesto
analyze in more detail the saving and retirement behavior of the elderly. Another drawback of the

SEP isthe limited information on hedth.
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Table 1. Comparison of SEP with Income Panel Survey (IPS)

SEP IPS
%-owners Mean | %-owners Mean
(NLGx (NLGx
1000) 1000)
Net worth 100 109 100 136
Gross wesdlth 100 163 100 192
Checking, saving accounts 100 22 99 29
Stocks, bonds, derivatives 14 66 12 231
Other real estate 5 213 4 168
Primary residence 50 240 43 255
Business equity 8 148
Other assets 8 32 10 74
Debts 58 92 55 100
Mortgage 43 118 38 125
Other debts 28 13 31 34

Source: own calculations based on the SEP and Statistics Netherlands (IPS numbers)

Table 2:Comparison of the SEP and IPS percentile distributions of wealth in 1995 (wealth x 1000)

Source pl0| p20| p30| p40| p50[ p60| p70| p80| pP90| pP95(Mean(NLG

x 1000)
SEP -1 2 6 16| 38| 76| 126|189 284| 417 109
IPS -2 1 5 13| 31] 69| 120|192 326 528 136
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Table 3. Trends in the decile distribution of net worth (in 1987 prices)

Year |Nobs |pl0 p20 p30 p40 p50 p60 p70 p80 p90 Mean (NLG)(Std. dev.

1987 4021 -1050] 1519 4735 9800 17050 30000 56089 95056 155542 56150| 104345
1988 4191 -347| 1686| 4861 10129 18849 33432 59522 100874 165415 59676| 109689
1989 4351| -243] 1850 5468 11285 20442 35425 63098 107509 176125 64811 120505
1990 4392 1) 1921 5803 12429 23322 40985 70118 114453 188333 69773| 125903
1991 4127 47) 2741 7296 14625 25754 46815 75043 122765 199850 73960 127940
1992 4384 0| 2407 7160 14695 27297 47434 81443 129493 201302 75622 132523
1993 4257 209 3498 8798 18716 34336 58188 95465 143478 218060 85151| 141032
1994 4331 O 3106 8585 19320 38493 68053 105135 156259 243384 96239| 235320
1995 4235| 151 3149] 8899 20246 42847 77362 121301 170979 261525 100995| 156262
1996 4305 -20 2909 8817 20572 43078 81426 124299 180309 266947 103370 166801
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Table 3 (continued): Trends in the decile distribution of net worth

Y ear Nobs pl p5 p10 P50 p90 P95 p99 Mean (NLG) |std. dev.

1987 4021 -25500 -6618| -1050 17050 155542 219838 476000 56150 104345
1988 4191 -26587 -5278|  -347 18849 165415 233129 497012 59676 109689
1989 4351 -21098 -4203]  -243 20442 176125 254157 539028 64811 120505
1990 4392 -18834 -3170 1 23322 188333 274415 570538 69773 125903
1991 4127 -15439 -2272 47 25754 199850 285521 569183 73960 127940
1992 4384 -21368 -3401 0 27297 201302 291493 580838 75622 132523
1993 4257 -14124 -2055 209 34336 218060 313968 621376 85151 141032
1994 4331 -17405 -3337 0 38493 243384 346063 666236 96239 235320
1995 4235 -16062 -2881 151 42847 261525 359519 695487 100995 156262
1996 4305 -19989 -3753 -20 43078 266947 369592 734778 103370 166801
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Table 4: Ownership rates of several asset components

Total sample
1987

Net worth 99.7
Grosswedlth 99.5

Financial assets
With banks 99.3
Checking accounts 99.1
Saving accounts, saving certificates ~ 65.9
Stocks, bonds, derivatives 7.6
Bonds 2.8
stocks, options 5.8
Real estate 44.0
own house 42.7
other real estate 4.6
Other assets 10.3
Debts 54.1
Mortgage 36.0
Other debts 29.7
Nobs 4039

99.7
99.6

99.5
99.5
69.0
8.2
35
6.2
43.5
42.5
4.3
10.0

52.7
35.7
28.5
4207

99.8 99.3
99.6 99.1

99.6 98.8
994 983
70.9 68.9
89 100
36 35
71 81
443 451
435 444
42 38
69 638

555 531
370 372
322 276
4379 4432

23

99.7
994

99.3
98.5
74.9
114
4.3
8.8
45.9
451
4.0
8.4

534
374
27.7
4130

1988 1989 1990 1991 1992

99.6
99.5

99.3
98.9
76.6
11.7
3.6
9.7
45.6
44.8
4.2
8.3

54.1
37.6
28.0
4401

1993

99.9
99.7

99.7
99.6
774
124

4.1
10.1
48.4
47.1

4.6

7.9

53.6
39.7
26.4
4267

1994 1995
99.9 99.9
99.7 99.7
99.6 99.7
994 99.6
78.3 7.7
134 14.0

4.0 4.2
11.3 116
49.2 50.9
48.0 49.7

4.4 4.8

8.3 7.6
57.5 58.0
40.9 42.7
29.7 275

4353 4251

1996

99.8
99.7

99.7
99.6
7.7
152

3.7
13.2
51.1
50.5

4.0
10.2

59.5
43.7
28.1
4325



Table 5: trends in the decile distribution of financial wealth

year nobs| p10

p20

p30

p40

pS0

p60 | p70 | p80

p90

Mean
(NLG

std.
dev.

1987|4021|-5630

-121

1019

2300

4193

6657|10141/16540{33000

14218

52647,

1988|4191|-5357

0

1190

2480

4445

70438/11308|18956|37499

15550

57779

1989|4351|-5593

-294

981

2458

4416

7360{11776|19322

39350

17157

63209

1990[4392|-4851

1085

2582

4858

8164/13202|21574/44663

18694

65959

19914127|-3999

95

1674

3488

6045

9481/15811|25855|52082

21750

66075

1992|4384(-4784

1342

3270

5817

9755|16110|27028)55936

20879

65862

1993|4257|-4778

109

1662

3748

6647|10719

16966|28423

56073

21867

66447,

1994(4331|-5775

-84

1529

3822

6846|11204

18343|29723|59403

24021

71412

1995|4235|-4769

60

1671

4161

7240/11651

18850|31153|59790

24917

72932

1996|4305|-5058

1664

4079

750611683

19729/31989

64772

24977

70735

Table 5 (continued): trends in the decile distribution of financial wealth

year | nobs

pl

p5

p10

pS0

p90

p95

p99

Mean

(NLG)

std.

1987| 4021

-25500

-6618

-5630

4193

33000

219838476000

14218

52647

1988| 4191

-26587

-5278

-5357

4445

37499

233129|497012

15550

57779

1989 4351

-21098

-4203

-5593

4416

39350

254157539028

17157

63209

1990] 4392

-18834

-3170

-4851

4858

44663

274415|570538

18694

65959

1991 4127

-15439

-2272

-3999

6045

52082

285521569183

21750

66075

1992 4384

-21368

-3401

-4784

5817

55936

291493580838

20879

65862

1993| 4257

-14124

-2055

-4778

6647

56073

313968|621376

21867

66447

1994 4331

-17405

-3337

-5775

6846

59403

346063|666236

24021

71412

1995| 4235

-16062

-2881

-4769

7240

59790

359519695487

24917

72932

1996] 4305

-19989

-3753

-5058

7506

64772

369592734778

24977

70735
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Table 6: distribution of net worth by agein 1996

age group Nobs |[pl0 p25 p50 p75 p90 Mean (NLG) |std. dev
<25 236 -6450 -300 2741 10220 24665 9729 32838

25-29 374 -8500 100 16813 61771 132300 43036 72923

30-34 444 168 11100 63541 154423 269310 102825 139469
35-39 510 400 13500 104182 208322 321046 138450 166649
40-44 518 463 19661 112774 217811 364013 150295 160697
45-49 439 400 16096 104487 231328 347343 149762 176892
50-54 348 308 27199 153185 281623 427100 199132 314402
55-59 271 559 15252 126000 280500 456862 210879 314631
60-64 266 900 9039 76088 250000 453000 170597 248677
65-69 315 989 6882 44000 221932 401790 152109 229231
70-74 245 2200 10000 29000 222000 416163 145089 226039
75-79 187 775 4014 15500 99595 310000 99712 201958
80+ 153 1500 4354 14000 136327 472000 133853 263239
Total 4306 0 7000 55509 197297 340785 132992 208840
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Table 7: The distribution of financial wealth by age in 1996

age group Nobs p10 p25 p50 P75 p90 ?{l\liag) std. dev
<25 236 -8500 -2028 1350 5100 13775 2306 12383
25-29 374 -14239 -3688 3500 16900 38000 9514 40037
30-34 444 -9899 305 6500 23735 53580 16729 47422
35-39 510 -7415 500 9162 26041 65701 25870 78651
40-44 518 -7200 407 9072 28433 59000 23788 60645
45-49 439 -8982 586 9520 31707 74125 27439 72254
50-54 348 -9700 972 13995 44387 109927 34004 66772
55-59 271 -6000 1000 15299 51600 126400 59371 172858
60-64 266 -263 2679 14482 51795 121900 40988 81842
65-69 315 300 2781 12695 43000 100658 45304 105891
70-74 245 722 5853 17800 44000 149970 56258 112313
75-79 187 500 2588 10342 40000 74196 35531 87085
80+ 153 1500 4100 12000 41000 171900 61086 137936
Tota 4306 -6200 972 9200 30500 79760 30646 86715
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Table 8: distribution of net worth by deciles of the income distribution in 1996

Decile nobs p10 p25 p50 p75 p90 Mean (NLG) |std. dev
inc<17943 411 -4500 |0 -120 -4500 52005 504 106571
17943<inc<=24255 410 -2981 1800 6521 26355 159525 44106 111085
24255<inc<=30623 411 -2056 |1600 10367 41100 185000 51987 108190
30623<inc<=37337 410 -1137 16100 24175 101998 267700 80286 128071
37337<inc<=44205 411 1852 12514 57702 187642 304127 121953 166968
44205<inc<=51960 410 -964 13404 71923 175500 274875 113716 133757
51960<inc<=59139 411 8700 31548 109518 218717 326390 164309 287687
59139<inc<=68192 410 14820 |52948 129268  |242355 382767 174417 172481
68192<inc<=81525 411 31000 85012 158471 271575 401790 201422 171681
inc>81525 410 52452 1127300 |231538 (370776 636029 320120 335496
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Table 9: distrbution of financial wealth by deciles of the income distribution in 1996

Decile nobs [p10 p25 p50 p75 p90 Mean (NLG) |std. dev
INnc<17943 411 -5700 0 -366 5557 15000 504 38627
17943<inc<=24255 410 -3753 310 3174 12100 34958 12748 35483
24255<inc<=30623 411 -4745 261 5175 16983 39100 13051 37004
30623<inc<=37337 410 -7797 900 7967 28686 60288 21596 44368
37337<inc<=44205 411 -7225 2258 9429 28000 66500 27191 77910
44205<inc<=51960 410 -11828 -833 7499 31551 58561 19680 42823
51960<inc<=59139 411 -5281 3793 12698 36022 84598 32062 76039
59139<inc<=68192 410 -7616 4607 16472 39100 87356 33434 72474
68192<inc<=81525 411 -1899 6270 20800 49887 112063 44327 79711
Inc>81525 410 -8459 9600 37382 97000 232835  |93922 190009
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