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Introduction

Social Security is the nation’s largest social insur-
ance program and the backbone of the U.S. retire-
ment income system. When Franklin D. Roosevelt
proposed the program in 1934, he emphasized the
insurance aspect, presenting it as a safeguard against
the “hazards and vicissitudes of life.” And those haz-
ards can start early. Many young people suffer from
serious negative incidents, such as physical abuse
and parental separation, with potentially long-lasting
consequences. These adverse childhood experiences
(ACEs) have been associated with less education and
employment, lower earnings, and higher rates of
divorce. Such outcomes are damaging on their own
and can also impede the ability to build wealth. But
little research has focused on the association between
ACEs and wealth as individuals approach retirement.
This brief, based on a recent paper, explores this asso-
ciation using the National Longitudinal Survey of Youth
1979 Cohort (NLSY79).1

The brief proceeds as follows. The first section pro-
vides background on ACEs and what is known about
their impact. The second section describes the data
used to identify ACEs and the methodology relating
these events to late-career wealth. The third section
presents the results. The final section concludes that
all of the ACEs identifiable in the NLSY79 are associ-

ated with significant reductions in wealth as people
approach retirement. While it is difficult to infer
causality given the vast array of childhood issues that
accompany ACEs, these differences in wealth persist
even when controlling for demographics and family
socioeconomiic status. The association between ACEs
and wealth approaching retirement is a good reminder
of the importance of Social Security as a financial
backstop — particularly as it provides higher benefits
relative to earnings for lower earners, who also tend to
have little retirement wealth.

Background

In the 1990s, a seminal study based at Kaiser Per-
manente’s San Diego Health Appraisal Clinic first
laid out the idea of ACEs, identifying 10 experiences
that fit into three broad categories: abuse, neglect,
and household dysfunction.? In the decades since, a
vast literature has linked these experiences to health
problems and early mortality.® A separate literature
has connected them to mental health problems in
adulthood.*
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Since this initial flurry of research, more recent
studies have found that these physical and mental
health impacts spill over to individuals’ finances. Be-
fore people even start their careers, ACEs reduce the
probability of getting a college degree, one of the best
predictors of career earnings.® Once working, those
with ACEs have high rates of absenteeism and other
issues at work.® Not surprisingly, they also have much
higher rates of nonemployment.’

While employment outcomes are one obvious way
ACEs could impact the accumulation of wealth, less
direct ways exist too. Survivors of childhood abuse
and neglect are more likely to never marry.® And, once
married, middle-aged adults with a history of ACEs
are more likely to be divorced or separated.” Marriage
has long been linked to faster wealth accumulation,
with divorce having negative impacts.'

Yet, despite this research suggesting the strong
potential for ACEs to limit late-career wealth, less
research has focused on the topic. The most relevant
work finds that, in the United Kingdom, ACEs lead
to lower late-career earnings as well as higher poverty
rates.” But the question of how much ACEs impact
late-career wealth, and thus retirement security, in the
United States remains unanswered.

Data and Methodology

This brief uses data from the 1979-2018 survey years
of the National Longitudinal Survey of Youth 1979
Cohort (NLSY79). This survey began as a sample of
12,686 individuals ages 14-22 (born from 1957-1964),
who were ages 52-60 at the end of our analysis period.
This section first focuses on how ACEs are identified
in the data. It then discusses the measure of wealth
used for the analysis. Finally, it turns to factors related
to respondents’ family background that may coincide
with ACEs and could also drive wealth accumulation.

Identifying ACEs

Table 1 lists the five (of 10) ACEs that can be identi-
fied in the NLSY79 data. All of these data are retro-
spective — i.e., they were collected well after the ACE
occurred. The first four listed in Table 1 are based on
a 2012 NLSY79 module and the last on data collected
mostly in 1988.

TaABLE 1. IDENTIFYING ACEs 1N NLSY79 DATA

ACE How Identified in NLSY79 Data

“Before age 18, how often did a parent or
Physical adult in your home ever hit, beat, kick or
abl}lfse physically harm you in any way? Do not

include spanking.”

[Answered “once” or “more than once”|
Emotional “Before age 18, how much parental love
neolect and affection did you receive growing up?”

& [Answered “a little” or “none at all”]

Family “Before age 18, did you live with anyone

who was a problem drinker or alcoholic?”

alcohol abuse [Answered “yes”]

“Before age 18, did you live with anyone
who was depressed, mentally ill, or
suicidal?” [Answered “yes”]

Household
mental illness

The briefidentifies separation from parents
in three ways: 1) death of a parent; 2)
parental divorce; and 3) residence with only
non-family members.

Parental
separation

Note: ACEs that were not identifiable in the dataset were:
witnessing family violence, physical neglect, incarcerated
parent, sexual abuse, and emotional abuse.

Source: Authors’ analysis from U.S. Bureau of Labor Sta-

tistics, National Longitudinal Survey of Youth 1979 Cohort

(NLSY79) (1979-2018).

Figure 1 (on the next page) shows that about half
of people experience at least one ACE identified in the
NLSY79 data, with parental separation most common
and household mental illness least common. Physical
abuse, emotional neglect, and alcohol abuse occur at
relatively similar rates of 15-18 percent.

The retrospective nature of the data deserves some
attention, since individuals may either forget adverse
events as they age, exaggerate them to justify poor
economic or other outcomes, or inaccurately report
such events for a variety of reasons (e.g., shame,
trauma, family pride, community norms)."”? However,
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in the case of physical abuse, emotional neglect, and
family alcohol abuse, the NLSY79 estimates in Figure
1 are close to those from other data sources.!® But
household mental illness does occur at a lower rate in
the NLSY79 than in other studies. So, results on this
ACE in particular should be interpreted with some
caution.* The question is whether those with the
ACEs identified in Figure 1 have different net worth
than those without them.

FIGURE 1. INCIDENCE OF ADVERSE CHILDHOOD
ExpERIENCES (ACEs) 1N THE NLSY79
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Note: Numbers for type of ACE add up to more than 51.9
percent, as many people experience more than 1 ACE.
Source: Authors’ calculations from NLSY79 (1979-2018).

Data on Net Worth

This analysis measures wealth as assets minus
liabilities for the individual’'s household.” Assets
include savings and checking accounts as well as
directly held stocks, bonds, and CDs, and the value of
retirement accounts such as 401(k)s and IRAs. Assets
also include the self-reported value of homes, other
real estate, vehicles, and businesses. Debts include
money owed on homes, other real estate, vehicles,
and businesses, as well as any revolving debt. Figure
2 shows data on median net worth for those without
any of the ACEs identified in the NLSY79 versus
those with them and illustrates the shortfall that ac-

F1GURE 2. MEDIAN NET WoRTH BY ACE STATUS, BY
AGE RANGE oF NLSY79 RESPONDENTS

$160,000
No ACEs
—Any ACE
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$40,000 _’—’_//\/
$0 T
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Age range of respondents

Notes: Data eliminates top 2.5 percent of households by net
worth. “No ACEs” refers to not having ACEs identified in
the NLSY79.

Source: Authors’ calculations from NLSY79 (1979-2018).

cumulates over the lives of those with ACEs. By the
time individuals approach retirement, the net worth
of those with ACEs is less than half the level as those
without ACEs.

Accounting for Family Background

One reason that individuals with ACEs may experi-
ence different wealth accumulation is a less advan-
taged starting point in life, independent of the adverse
experiences emphasized in our analysis. To capture
this possibility, the analysis controls for various de-
mographic and family factors: gender, race/ethnicity,
mother and father’s education, whether the individ-
ual’s parents were ever married, and the household’s
total family income in 19781

These controls are potentially important, as
individuals who experience ACEs are disproportion-
ately female, Black, and Hispanic, all characteristics
that might result in lower net worth near retirement.
Additionally, parents of those without any ACEs are
slightly more educated than those with an ACE, but
are similarly likely to have been married. Median fam-
ily income is substantially higher for those without
ACEs - $53,900 versus $34,100 (in 2018 dollars).
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To account for these differences, the brief conducts
five regression analyses comparing the median net
worth of individuals with no ACEs to those experienc-
ing each identified ACE. The regressions take the
following form:

Median net worth = f(specific ACE, demographic and
family characteristics)

Results

Figure 3 presents the results for the five ACEs identi-
fiable in the NLSY79, showing both the uncontrolled
median difference and the regression results includ-
ing the control variables in Table 2. Full regression
results are available in the Appendix.”

F1GURE 3. RELATIONSHIP BETWEEN ACES AND NET
WORTH AT AGES 52-60
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Note: All estimates are significant at the 5-percent level.
The data used eliminated the top 2.5 percent of households
by net worth.

Source: Authors’ calculations from NLSY79 (1979-2018).

The results clearly show that each ACE is associ-
ated with significant reductions in net worth in retire-
ment. These differences exist whether or not controls
are included, but aside from household mental
illness, are larger without controls. The uncontrolled
results present a stark reality — individuals that have
experienced ACEs end up with net worth near retire-
ment that is $48,000 to $85,000 lower than those

without ACEs. Compared to the median net worth of
$110,000 for those without any ACEs, this represents
a relative reduction of 44 to 77 percent. While these
differences could be driven by characteristics of their
families that go beyond ACEs - like lower household
income — this disparity speaks to the ways in which

a host of early childhood events, possibly including
unobserved ones correlated with ACEs, might shape
people’s adult financial outcomes.

Looking at the results with controls, the effect
sizes range from $28,000 for those with parental
separation to $50,000 for those with a mental illness
in their household growing up. These reductions are
also considerable — ranging from 25 to 45 percent rel-
ative to those without ACEs. And, importantly, these
large negative effects are occurring for people who
otherwise come from similar households with respect
to race, parental education, and parental income. So,
beyond these socioeconomic characteristics, it seems
likely that ACEs reduce net worth.

Conclusion

Through no fault of their own, the late-career adults
analyzed in this brief were exposed to ACEs as
children. Those ACEs are correlated with negative im-
pacts on their financial lives. While asserting causality
in this sort of analysis is always difficult, given the
vast literature on the negative impact of ACEs and the
analysis presented here, it is highly likely that ACEs
drove these financial deficits.

Reaching late career with lower levels of wealth
poses challenges for achieving a secure retirement.
Those in this situation are particularly reliant on So-
cial Security benefits. As our society debates changes
to Social Security to bring its finances into line, it is
worth considering the effect any alterations would
have on people with few financial resources. And, it is
also worth remembering that those financial short-
falls may be due to events out of their control. After
all, Social Security — like other programs ranging
from SNAP to Medicaid — serves as insurance against
exactly the sorts of circumstances highlighted here.
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Endnotes

1 Easton and Sanzenbacher (2025).

2 See Felitti et al. (1998). For detail on the 10 ACEs
and how and whether they are identified in the
NLSY79, see the data and methodology section.

3 For recent examples, see Hughes et al. (2021) or
Petruccelli, Davis and Berma (2019).

4 For a recent example, see Merrick et al. (2017).
5 Otero (2021).

6 Anda et al. (2004).

7 Metzler et al. (2017).

8 Covey, Menard and Franzese (2013).

9 Font and Maguire-Jack (2016).

10 For example, see Holden and Kuo (1996).

11 See Schurer, Trajkovski and Hariharan (2019).
12 For example, see Reuben et al. (2016).

13 For physical abuse, Fuemmeler et al. (2009) found
a rate of 14.6 percent in the National Longitudinal
Survey of Adolescent Health, another U.S.-based

study. For emotional neglect, a meta-analysis of 16
independent samples by Stoltenborgh et al. (2013)
reported a rate of 18.4 percent. For alcohol abuse,
Dube et al. (2001) analyzed a sample of adult Kaiser
participants from a slightly older birth cohort than
the NLSY79 and found 22.1 percent had at least one
parent with an alcohol problem.

14 Regarding mental illness, Dube et al. (2001) found
that 20.3 percent of its cohort claimed to have lived
with someone struggling with this problem. With
regard to parental separation, its incidence is hard

to compare to other studies, as this ACE combines
several events that are often reported independently.

15 In the NLSY 1979 Cohort, net worth data are
collected every four years. The value used in our
analysis is from either the 2012 or 2016 wave,
depending on when the individual was last observed.

16 Because individuals living with single parents or
other family members may not know the education
of both parents, separate indicators for not knowing
their mother’s or father’s education are included.

17 The eftect of having just five of the 10 ACEs
identifiable in the NLSY79 is unclear. The most

likely effect would be that the analysis in Figure 3
understates the effect of ACEs. This understatement
would occur if some of the non-ACE group
experienced one of the other five ACEs. If these
individuals were removed from the non-ACE group,
presumably the net worth of the group would go up
as people with these adverse experiences are removed.
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TaBLE A1l. MEDIAN REGRESSION RESULTS FOR NET WORTH AGES 52-60 ON SELECT VARIABLES

Py e motral - Family ool Howclold - Farentl
Female 5,352 4,903 11,320 13,612 3,288
(10,369) (9,661) (10,640) (12,508) (7,362)
Race
Black -122,863%%** -119,920%%* -128,528%%** -137,863***  -120,106%***
(13,299) (12,415) (13,559) (15,854) (9,095)
Asian Pacific Islander 59 3,548 -43,608 130,280* -2,810
(61,729) (56,643) (68,160) (77,680) (52,986)
Hispanic -67,402% %% -63,787%%%* -69,660%** -67,129%%%* -77,848%%%
(15,769) (14,652) (16,284) (19,155) (11,540)
Native American -39,586 -32,391 -44,244 -40,775 -73,503%%%
(32,745) (30,886) (32,599) (40,223) (23,219)
Education
Years School, Mother 4,780%* 4,238%* 4,120% 6,008%* 2,818*
(2,277) (2,119) (2,358) (2,776) (1,613)
Don't Know Mother's Ed 34,079 26,838 24,534 46,413 25,446
(37,242) (33,840) (39,466) (48,009) (25,163)
Years School, Father 3,335% 3,313%* 4,190%* 4,155% 3,602%%*
(1,789) (1,651) (1,857) (2,147) (1,302)
Don't Know Father's Ed 17,132 21,592 34,236 17,042 35,346%*
(27,615) (25,560) (28,565) (35,679) (17,590)
Family
Parents Ever Married -8,963 -7,139 -13,869 -12,082 -1,762
(16,427) (15,150) (16,844) (19,393) (11,763)
Net Family Income, 1979 0.917%%* 0.927%%* 0.967%* 0.877%%* 0.75%%%
(0.14) (0.13) (0.14) (0.16) (0.10)
Missing Family Income 30,643* 32,524%%* 27,828%* 32,317* 13,434
(16,369) (15,206) (16,899) (19,597) (11,473)
Constant 53,653* 53,824%* 53,069* 42,090 72,497%%%
(28,648) (26,586) (29,429) (33,778) (20,780)
Observations 3,244 3,408 3,461 2,831 4,329

Note: *** indicates significance at the 1-percent level, ** at the 5-percent level, * at the 10-percent level.
Source: Authors’ calculations from the NLSY79 (1979-2018).
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