Minutes of the first Brainstorming Meeting of the
Luxembourg Wealth Study (LWS)
Luxembourg - July 16, 2003

Participants: Anthony Atkinson (Nuffiedld College, UK), James Banks (Indtitute for Fiscal
Studies, UK), Olympia Bover (Banco de Espana, Spain), Andrea Brandolini (Bank of Itay,
Itdy), Giovanni D’'Alessio (Bank of Itay, Itdy), Michad Haiassos (School of Economics
and Management, Cyprus), Richad Hauser (Hanse Wissenschafts Kolleg, Germany),
Markus Jantti (Abo Akademi Universty, Fnland), Stephen Jenkins (Inditute for Socid and
Economic Research, UK), Tom Juster (Indtitute for Socid Research, USA), Arthur
Kennickdl (Board of Governors of the Federa Reserve System, USA), Norbert van
Kunitzki (Centre Univerdtaire, Luxembourg), Eric Malier (CEPS, Luxembourg), Dan
Newlon (Nationa Science Foundaion, USA), Jm Pdmieri (LIS vigtor), Mike Sheridan
(Statigtics Canada), Matthias Sommer (Mannheim Research Ingdtitute for the Ecanomics of
Aging Germany), Tim Smeeding (Syracuse Universty, USA, and LIS), Get Wagner
(DIW, Germany), LIS gaff (Thierry Kruten, TeresaMunzi and Susanna Sandstrom).

Tim Smeeding (TS) and Andrea Brandolini (AB) open the meeting and welcome the
paticdpants. An informeation packege is handed out and a firg round of table is done to
introduce participants.

I. Opening session

AB gives an overview of the basic plan for the LWS. He explains how the idea was born at
the 27" IARIW Genera Conference last year in Stockholm, where some research results
were presented on trends of wedth inequdity in 5 countries: it was obvious then, that wedlth
comparability was lagging fa behind income comparability (data are avalable for fewer
countries, data collection procedures differ widdy and the very same definitions of the wedth
components are far from being homogeneous across netions). He argues that the LIS example
should be followed in the field of wedth data as well, in order to be able to cary out sensble
comparisons of household's savings across nations. Mativetions range from macroeconomics
(concerns @bout macroeconomic  effects of the upsurge and subsequent tumbling of stock
prices or housing prices dynamics, and the consequent dilemma whether asset prices should
enter into the objective function of centrd banks) to microeconomics (better ingght into
household's wel-being through digributiond andyss). He describes the man ams of the
project as being: the condruction of a crossnationd comparable dataset on the bads of
exiding data to be made eventudly available in the same manner as the LIS database; the
esablishment of a network of producers of microdata on household worth in order to share
accumulated knowledge and exchange information on best practices the production of
guidelines for data producers (milar to the Canberra Handbook); and the production of a st
of comparative sudies on housshold savings and ther dlocaion, portfolio compostion,
wedth digribution, etc, on the bass of the newly condructed LWS cross-naiond
comparable dataset. Findly, AB defines the LWS as “LIS plus Canbera Group” and he
points to the fact that the “underdevelopment” of wealth surveys may represent an
opportunity in enhancing the qudity of each survey a the same time as incressng
comparability.

TS introduces then the practicalities of the presented project. He explains that the LWS is a
magind cog opedion in tha it will exploit some of LIS fixed costs (LIS has the
infrastructure  for the actud locdisation of the new project, incuding office space,



computing, saff support and expetise, and egpecidly an access sysem which might be
esentid for the dissemination of LWS data, because of redrictive dissemination rules of
many data providers), while at the same time LIS will benefit from the LWS (wedth is dso a
source of income/consumption, and it is not well messured in income surveys). He then
proposes some possble next deps: once funding is assured (whereby he proposes that each
country putting the data would commit for EUR 10,000 in the fird year and another EUR
10,000 in the ssocond one), hire a 2-year PhD researcher (at a totd cost of EUR 45,000 per
year) to work within the LIS offices in Luxembourg exclusvely on the LWS project; next
year a second meeting of this same group will andyse the firg results of the harmonisation of
the initid 6 to 8 datasets and provide further guidance on the continuation of the project,
incuding research guidance for the production and, eventudly, publication of a series of
compardive sudies on wedth digribution by the following year.

Being a paty extend to the project proposa, Richard Hauser (RH) is asked (and accepts) to
take over the chair for the rest of the morning meeting.

Il. Data

RH asks dl the data participants to give an overview of their own data TM specificdly asks
them to give some indght on daa dissamination regulaions within each inditution and
eventudly on funding possihilities

Survey of Financial Security (SFS), Canada - Mike Sheridan begins the round of table by
welcoming and supporting the idea of such a project, and by pointing to the fact that the only
critic issue is funding; as to the later, he says Statigics Canada could fund the initid EUR
10,000. As to the data, he says that the SFS is available for public use snce 14 years, but that
the periodicity for the future will depend on the funding. The unit of the survey is only the
economic family (no individud data). Survey data are sold at about US$ 1,500 per year. He
adso comments on the “Canberra Group” agpproach the LWS project intends to take by noting
this is going to be much more difficult than for income detistics (let only think on how to
assess the value of pensions, whether at net present vaue or future value, ec.).

Tom Juster comments on the importance of the right unit of andyss and how much this will
valy across countries. in some countries it makes sene to anadyse assats a the individud
levd, while in other the household levd is the only rdevant. Thus quetions of levd of
andyssare aso asked

German Socio-Economic Panel (GSOEP), Germany - Gert Wagner introduces the GSOEP
and notes that this is a scientific use file (no public use, but it is possble to put the data on a
CD-Rom and give it to registered usars). The GSOEP is based on a multistage probability
sample (incdluding inditutions) and collects wedth data through its topicd modules modules
on wedth were held in 1988 (with a sample sze of 5500) and in 2002 (a new subsample of
rich households was included, with a totd sSze of 13,000). The dructure of wedth
compogtion is bascdly the same as for the US Survey of Consumer Finances, including
busness eguities but dso durables no top coding is caried out, and there ae no mgor
problens with item nonresponse. He specificdly mentions how the specid modules on
wedth have not affected nontresponse in the GSOEP and points to the importance of the
organisttion of the interview in order not to discourage respondents (in the GSOEP,
respondents were made aware of the importance of knowledge of the exact dtatus of their
wedth because of penson insecurity problems). The interview lasts 35 minutes and it is held
a the individud levd only, but information can eesly be aggregated to the household levd.



The reference period is the time of interview. The 2002 data are ready without imputation,
while the next wedth module has been foreseen for 2007. He findly dtresses DIW's high
interest in the project.

Einkommens und Verbrauchsstichprobe (EVS), Germany — Richard Hauser presentsthe EVS
(or Income and Consumgion Survey, ICS) and notes that while such data were adlowed out
of the country until the mid-80s (LIS actudly has the 1973, 1978 and 1982 waves in its
databass), the dissemination policy has changed since then and now only remote access is
possble for university researchers. New waves were carried out in 1988, 1993 1998 ad
2003. He dso notes that for some assts vaues are recdculated (eg. legd tax vadue and
market estimated vaue). The survey does not cover the vaue of busnesses. The richest
families are not interviewed.

Matthias Sommer adds that the Mannhem Research Inditute for the Economics of Aging
have EVS data within their inditute and that it cots EUR 5000 per wave to get them
Furthermore, they dso have two more datasets, which may be redevant for the LWS: the
SAFE sudy (conducted by Deutsche Bank), which is a pand sudy covering wedth data for
the totd population with the same detall as the EVS (the firs wave was hdd in 2001) but
only with 1000 households, and the SHARE project a cohort sudy of older persons in
Europe, smilar to the HRS in the USA whose datawill not be avalade until the end of next
year a the earliest.

Survey of Household Income and Wealth (SHIW), Italy - Giovanni D’ Alesso notes that the
Bank of Ity caries out this survey snce the 1960s, but that data on wedth are avalable
only dnce the 1990s. The sample is defined following a 2 dage drdification procedure
where the primary sampling units are the regions and the municipdities, and it achieves a Sze
of 8000 households. Since 1989 pat of the sample (35 to 50%) is longitudind. Wedth is
collected a the household levd (only some information a the individud levd), and concern
mainly housng, equities, financid assets, annuities and consumer durables. Among the mgor
datidica problems are some sampling errors (due to high concentration of wedth) and same
nonsampling errors such as under-reporting and low totd non-response (about 50%). Some
imputetion is carried out only for the cases where the respondent does not know the vaue
(but not if he/she refuses to answer). As to the data dissemination there are no limitaions as
long asit is used for research (a CD-Rom can easily be digtributed).

British Household Panel Study (BHPS), UK — Stephen Jenkins says that the BHPS includes
annua quegions on wedth in its household questionnare plus a specific assets and debts
module included in the 1995 and 2000 waves (scheduled every 5 years). The sample sze is
5000 households A peculiaity of this survey is tha the quedions of the household
questionnaire are answered by each adult member. He aso notes that no imputation is carried
out, but that the Inditute for Fiscd Studies (IFS), which is the main user of the data, have
made some imputations while aggregating to the British tax family. As to data dissemination,
anybody can have the data with a prior regigration (CD-Rom dissemination is thus possible).
Findly, he dresses that they are open to suggestions and modifications, which would ensue a
“Canberrd’ type gpproach to wedth data. James Banks adds that the imputation carried out at
the IFS is induded in the data available a the Data Archive. Furthermore, he stresses the fact
that, differently from the SCF, BHPS wedth daa only include information on savings,
investments and debts. He adso notes that the 2000 wave is very much improved with respedt
to the 1995 one,

English Longitudinal Study of Ageing (ELSA), UK — James Banks also mentionsthe ELSA, a
urvey caried out every 2 years (with the fird wave having been conducted in 2002) and



stresses that, differently from the BHPS, the ELSA aso ncludes the vaue of penson assts
He findly mentions tha there are dso some adminidrative data and tha there ae no
redricions on daa avaldbility (deposted a the Daa Archive and avalable upon
regigration).

Survey of Consumer Finances (SCF), USA - Arthur Kennickel introduces the SCF which
darted in 1983 and is since caried out every 3 years (with CAPl methodology). The unit of
obsarvation is the primary economic unit (defined by blood or economic rdaionships), but
they can adso congtruct a complete household measure. The data include financid services
and penson data and there is an oversample of high weslth househdds In the high wedth
subsample, response rate is 20%; in case of item nonresponse range daia are available
otherwise imputations are carried out. He findly says tha there are two versons of the data
a public use avalable on the Internet and a very redricted verson. In the public use verson
there is very little topcoding (around 400 persons corresonding to 2.5% of totd wedth) and
no geographic information is available for confidentidity reasons.

Panel Study of Income Dynamics (PSID), USA - Tom Juster notes that the PSID is the most
used for poverty sudies. It darted as a low income sample, but this was changed over the
years and it is now a general purpose database. Wedlth data were introduced in 1984 and are
avalable for the 1989, 1994 and 1999 waves. Since the survey has become biennid, wedth
data are available for each wave (i.e. every two years).

Health and Retirement Study (HRS), USA - Tom Juster dso introduces the HRS, which
began in 1992 and which focuses on assets, pendons, Socid Security and ageing for the
cohort of persons aged 50 and over in 1992. It only indudes households with persons aged 50
and over, and it is both a longitudind survey and a representaive crosssection. There is an
important focus on wedlth (same module as PSID), with 10 wesdlth categories.

Tom Juster concludes noting that both PSID and HRS have been the objective of subdtantid
experimentation over time, the results of which might be very useful for the st up of the
LWS. For ingance, there is strong evidence that unfolding brackets achieve better results
then range coding, dso, evidence supports the fact that the reporting of income from assets
(which is treditiondly very bad in surveys) improves condderably when asked separatdy
rather than as an item of along list of incomes.

Wealth Survey from Satistics Finland, Finland - Markus Janiti sarts by explaining thet the
responsble for the Wedth survey a Satisics Findand is much better placed to fill in the
LWD quedtionnaire, but that he sill has not forwarded it to thet person for tactical reasons.
He then states that part of the 1988, 1994 and 1998 sample for the IDS (Income Digtribution
Survey) has been used to conduct a wedth survey. Over time, the sample size decreased from
5,000 to 4,000 and response rates decreased from 75 to 60 per cent. Sampling design includes
gratification and oversampling for high income. The unit is the housshold and the CAPI
methodology is used. The measurement period is the time of the interview and vaues ae
often taken from the market rather than being asked directly to the respondent. Weighting is
caried out, while no perturbation is made (no top coding), but geographic information is not
avalable. Penson wedth is excluded but Markus suggests that it can be imputed ether
through wage regresson (even though the housgold unit might make this very cumbersome)
or by getting the data from pengion inditutions. There exigs a file harmonised over time, but,
following drict regulations for data access, the best envisagesble option would be remote
access (no CD-Rom possble); in order to get data to LWS a permisson from the Director
Generd would be required. Unfortunately, he mentions that, most likedy, no more waealth
surveys will be carried out in the future.



Bank of Spain Wealth Survey, Spain. Olympia Bover notes tha the firs wave was just
findised and that they ae now working on imputation. The sample is dratified with
oversampling and it achieves the dze of 5000 households. The non-response rates are 14%
for richer households and 35% for less wedthy ones. She mentions that there is a mgor
problem with item nonresponse, which they are trying to reduce through imputation. Data
incude income as wdl, and might be avalable in winter 2004. The idea is to make daa
availablefor the public if they are good.

Cyprus Survey of Conumer Finances (CSCF), Cyprus — Michadl Hdiasos first specifies
that he has sent the filled questionnaire to LIS gtaff, and wonders why it is not included in the
LWS ID survey. He then explains that the interest of having such a smdl country among the
participants of the LWS rdies on multiple factors Cyprus population relies enamoudy on
red assets (house, car, €c.); there is high paticipation in busness equities; financid markets
ae devdoping conddeably; and, last but not leedt, there are very few liquidity congraints
(family and friends support is very common). And findly, Cyprus is dso the only country
outsde the core for which such data exist. Data are available for 1999 and 2002, and come
from surveys (tax records are avalable but are not trustful). Rich families are oversampled on
the bass of electricity consumption The sampe reaches 1,100 households (which is about
10% of the totd household population). Response rates range (geographicdly) from 72 to
93%, with more difficulties being encountered in the second wave with respect to the first
one. Imputation is caried out for item non-response, based on current vaue for the house and
on cash vdue for life insurance. Income daia ae ds0 induded, as wdl as demogrgphic
characteridics and attitudes. The quegtionnaire follows the SCF dructure with an expanded
insurance section. As to the dissemingtion, there are no mgor problems (avalability a zero
cost to LWS with remote access possible to dl registered users), gpart from the fact that it is
only avalablein Greek.

At the end of the round table, some participants mention about data avalablility in other
countries. AB reports that Robert Eriksson has previoudy mentioned that there are such data
in Sweden, and that he knows that INSEE in collaboration with DELTA produces smilar
ddata; researchers at DELTA would probably be happy to participate. James Banks mentions
that the Netherlands is supposed to have good wedth data (two different panels) and he
suggests contacting both Arie Kapteyn, RAND in USA  and Rob Alessie, Tilburg. It is dso
noted that both Audrdia and New Zedand have wedth data Haliassos notes that other
nationd centrd banks may want to join once LWS is s, as they are dl very much interested
in the topic and might decide to dart collecting the data if such a project exigs (this could be
the case for Greece). It isdso mentioned that India and Indonesia cary out assets surveys.

I11. Research

RH opens the sesson on research and TS asks some paticipants to express thelr views on
researchrel ated issues.

Tony Atkinson expresses that he very much welcomes the venture and that he fedls that there
seems to be enough data and money to proceed. He notes that higtoricdly wedth data was
measured much before income (the fird measurement data from about 75 year ago). He then
warns againg the risks associated with data quality issues and the use it is made of such data
He therefore: 1) advises to check micro data results agangt other sources (eg. the Gini for
individud wedth in the UK from the Inland Revenue daidics) as a means of
referencelvdidation (especidly for assets compostion); ii) encourages to relate wedth micro



data to natiionad bdance sheets (just like LIS data are linked to nationa accounts data); and
i) warns againg differences in surveys and especidly againg the use of commercid surveys
(there should dways be some minimum gandards/requirements to be respected in order for a
survey to be condgdered for incluson in the LWS). He findly wishes the LWS the best
success.

James Banks dresses the importance of Atkinson's warning on the heterogeneity of wedth
surveys. He further notes that each type of survey is dgnificant for certain research questions,
and olits the posshle research quedtions in four groups those rdating to the understanding
of the digribution of wedth, those reating to the dlocation of portfolios, those Eéding to the
accumulation and decumulation of individud resources over the lifecyde and findly those
concerning the transmisson of wedth over generations. He then notes that the first two
reseerch questions (digribution and dlocation of wedth) are wdl served by SCF-type cross
sectiond  surveys, wheress the later two (lifetime accumulation and intergenerationd
tranders) ae beter served by longitudind studies including children. Each of the avalable
wedth surveys reviewed in the morning is clearly more usgful for one of the two man
directions of research. (As an example, he takes the links between wedth and hedth: wedth
is supposed to affect hedth because of the history of respondents, which is not reported in
crosssectionad surveys) As a result, he emphasises the importance of cearly identifying the
research framework the project wants to tackle before setting up its sructure and sdlecting its
possble paticipants. In fact, while the different uses of income dl point to the same
methodology, different wedth research points to different methodologies He findly
expresses his persona view that BHPS- and GSOEP-type surveys are the best suited for the
LWS project at present.

Initiated by Banks intervention, severd other participants agree on the key issue that there are
two main types of wedth surveys the longitudind ones, with a pand dructure but hardly any
detall in tems of wedth compostion (manly consgsing of the three man categories of
pendon, housng and business), and the crosssectiond ones, with no pand but a lot of detall
on asets and portfolio dlocation. Only the NL seems to have a survey which responds to
both types. As a result TS proposes to dart with cross-sections only and then see whether it
makes sense to move to the panel structure.

Crosss=ctiond surveys would need to incdude a least the main caegories consgting of
housng, pengons, busness and debt. The following firg draft of the LWS main categories
and detalled varidbles is drafted.



Main category Detailed variables

Pensons Defined contributions / defined benefits on employer
Own defined contributions (IRA, €tc.)
Public

Red edtate Principa resdents
Secondary residents

Investment red estate
In each case, a didinction between: Gross vaue, Net
vaue and Housng debt

Business equity Farm (agriculture, forests and fisheries)
Non-farm

Fixed rate assets Term assets (CD)
Short-term bonds
Savings accounts
Money market bonds

Risky (or varigble) assets Stocks

Bonds (long-term)
Inflation indexed bonds
Mutud funds

Non-housing debts [ nstallments loans
Educationd loans
Credit card

Life insurance

Other red wedlth Vehicles (eventualy can be separated)
Patents

Persond credits

Durables (gold, paintings, furniture)

Cash

Moreove, it is proposed that eech variable/category should have the following structure:
yes/no (have type of account-asset-debt, or not?)
- amount (annud)
- date of vauation of asset (eg. now or end of last year, etc. ?)
- method of vauation ( survey re3ponse; register amourt, etc.)
- relation to SNA (for like categories of assats)
- rulesfor imputation if datais missing

All vaues should be gross (no net/gross issue). Jantti notes that some problems may arise in
countries which collect data on taxable wedlth only (eg. Finland).

Tom Jugter adds a find comment on a diginguishing feature of wedth surveys. i.e. the mgor
problem with survey and item non response because of the sendtive nature of the data He
uggests that both survey and item non-response can be subgantialy lowered. In order to
lower survey nonresponse, one should better train the interviewers o that they themselves
do not fed uneasy about the questions and do not tranamit this feding to the respondents.
There is evidence that people who do not respond are richer (do not know items have in
generd 2 times the levd of assats, and refusas 3 times the level of assets). As a result, he
suggests tha one should be very careful as to how surveys ae dructured (renge coding
versus brackets, telephone versus persond interview) and gives some references for further
detail. Oneis Juster and Smith; JASA; 1997; the other is Smith, Juster and Hurd, JHR, 2003



IV Revisiting the Game Plan

TS mekes a summary of the datasets that could be included in the LWS. He suggests that
LWS would gart with generd data rather than with cohort data Countries with which no
negotiation has been done yet will be contacted to participate from the start. The Netherlands,
France and Sweden are mentioned as countries that possbly could be incdluded on this bass.
Olympia Bover suggests that Portugd dso could be included and that The Bank of Portugd
could be contacted in this matter.

Cohort | General
Already negotiated
SHARE - EU SAFE - GE 2wavesavalable
HRS-US EVS-GE the data can not leave the country
ELSA -UK CN 2 waves available
SCF-US many waves available
IT 34 waves avallable
SP 1 wave available summer 2004
CYP 2waves avalable
Fl 2-3 waves avalable, not dear if its
is possbleto get the data
GSOEP (panel) 2wavesavalable
BHPS (pandl) 2wavesavalable
PSID (panel) many waves available
Not yet negotiated
NL (pand and crosssection) | ?
FR (cross -section) ?
SW (pand) ?

TS addresses the question whether the project is worth doing and paying for. Stephen Jenkins
uggests that some more discusson on what kind of research could be done on cross-naiond
data should be conducted Michadl Hdiassos mentions that his experience from doing cross
nationd research with just a few countries without having harmonised datasets reveds to be
very cumbersome and a lot of methodologicd issues need to be solved. He therefore
welcomes the project. Gert Wagner mentions that, from a data producer’s point of view, it
would pay-off to be able to compare pand sudies like the BHPS and the GSOEP. AB
mentions thet it is essentid to push for the importance of this kind of data and thet there is a
lot of potentid interes. He aso mentions the important link between LIS and LWS thet could
be edablished for datasets where the sample is the same and that this could open up
possihilities for researchers interested in both income and wedth. Tom Juster suggests that
the experience of the success with LIS encourages a project like LWS. TS responds by saying
that income 4ill is more widdy used in research and that the need for this project therefore
needs to be discussed. Judter says that the only way to get a more widespread research in this
areaisto get comparable data available.

James Banks mentions that it dso would be importat to do inditutiond documentation. TS
says that this is important but should be done later. Richard Hauser suggests that an
equivaent to the Canberra Group Report should be written. AB answers that, gtill after a few
years of experience, it would be too early but that a leest some methodologicad papers could
bewritten.



TS ds0 addresses the question on how to govern and how to get people involved in the
project. AB suggests that some themdic papers could be written about definitions, wedth
digribution, and some methodologicd issues and that a survey of the exiding literaiure could
aso be done It is suggested that the working paper should be written by the end of next year
and that the person who would be hired for the project could & least write some of the papers.
TS mentions that dl those who do not want to be involved in the project could send an emall
about it and therefore privatdy withdraw. Otherwise, this would be the working group, plus
those from other nations who wanted to participate, but were not present.

AB méakes some find remarks reminding about that the funding Stuaion if possble should
be reported about in September. TS, AB and some others will then meet in October to see if
the project can dat or if the sart should be postponed until later. Markus Jantti says thet it
would be good to get the introductory peper, the datasst reports and minutes didributed a
the meting in their updated versonsin order to gpply for money, especidly these minutes.

Findly, TS remaks tha it would be good if especidly J Banks but dso others look for
people to involve in the project. He thanks dl for paticipating in what looks like the birth of
LWS; and cold beers are offered by TS and AB on the veranda



