


































328 Personal Wealth Studies 

could be found were used for part of the analysis 
presented in Steuerle's paper. 

Estate tax returns require filers to list legatees 
along with their Social Security number and 
amount bequeathed them. Steuerle formed a 
second analysis file consisting of all nonspousal 
legatees who received $50,000 or more and for 
whom an income tax return could be found for 
1975 and 1978. Thus, he has a set of legatees 
for whom he knows taxable income shortly before 
and shortly after the receipt of a bequest of 
$50,000 or more. The size of this sample is 
1,451 legatees. 

Thus, he has two sets of data, one relating dece­
dent's wealth to income in the year preceding 
death and another relating the income in years 
preceding and following an inheritance to that 
inheritance. 

The sample can be unbiased by weighting the 
observations by the reciprocals of mortality rates 
applicable to decedent characteristics. In table 
C4.1, I compare the asset composition in Steue­
rle's sample of decedents to the asset composition 
of the SOl file after it was weighted to represent 
the living population sufficiently wealthy to file 
estate tax returns were they to die. The weighting 
reverses the relative importance of real estate and 
corporate stock - the two largest asset types, and 
ones that have quite different income realization 
potentials because real estate is dominated by 
owner-occupied structures. 

Table C4.1 Comparison of Asset Composition from Weighted 501 File and 
Unweighted Collation File 

Percentage of Total Wealth 

Weighted Unweighted 
Asset 501 Collation 

Corporate stock 23.9 40.7 
Real estate 34.8 22.3 
Cash, bonds, notes, and mortgages 22.5 27.4 
Noncorporate business 4.5 2.7 
Other assets 14.2 7.0 
Total Assets 100.0 100.0 
Debts 15.5 7.3 
Net worth 84.5 92.7 

I applaud the kind of administrative record match­
ing Steuerle is doing; we need a lot more of it. In 
its present state the data are not representative of 
any meaningful population, however, and our uses 
of them should keep this in mind. Steuerle notes 
that the SOl file was stratified according to size of 
gross estate. He argues that because his analysis 
deals primarily with issues of within- and between­
wealth classes that the unweighted form of his file 
will not be biased. 

Although I agree with this proposition so far as he 
wishes to make statements about rich decedents 
and draw some inferences about income/wealth 
relationships, it does not follow, that one can 
safely make inferences about the importance of 
income/wealth relationships for the living popula­
tion, which is the relevant one. The estate tax 
returns are a sample of wealthy, living persons 
stratified by age, sex, race, and marital status. 
The stratification occurs because the sample is 
drawn by death, and factors that influence mortali­
ty rates make it unrepresentative of the living 
population. For instance, his sample overrepre­
sents older persons who have a higher probability 
of dying than do younger ones. 

SOURCE: Schwartz 1983. 

To the extent that behavior related to age, sex, 
and other mortality-related variables bear upon 
realization rates or portfolio composition, properly 
weighted data would give different results. 
Steuerle's main point, that the variance of realiza­
tion rates is so high as to render realized income 
an inappropriate measure of well-being is so 
obvious in the data that it will likely hold when the 
sample is weighted, but the observed dispersion of 
the realization rates will be compressed some. His 
findings also pose considerable challenge to 
researchers who would link income and wealth 
either by capitalizing income flows or by convert­
ing asset value to yield. I will return to these 












