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 Less obviously, there may also be pure age
 effects. For example, if most people have a big
 celebration on the 50th birthday, then we
 should see a small "blip" in consumption at
 that age.

 The fourth set of influences are cyclical ef-
 fects. These are effects that are common to all
 agents in the same time period. The most ob-
 vious examples are movements in common
 variables like prices or interest rates. We
 also include other less well-defined general
 "shocks." Although common, we must allow
 that the effects may -differ across households
 and across cohorts. For example, an interest-
 rate shock has a different effect for indebted
 families than for wealthy ones.

 The final feature of any micro data is the
 large heterogeneity evident in the level of con-
 sumption by families that are identical in all
 other observable characteristics. There is little
 we can do about this other than including a
 conventional error term to pick up some of this
 heterogeneity.

 In this section we present some simple de-
 scriptions of our data and relate them to the
 influences described above. Our principal aim
 is to establish whether households smooth
 consumption in the face of an uneven income
 profile. Given that we do not observe the same
 households over time, we focus on average co-
 hort data. We first assign households to six
 cohorts on the basis of the date of birth of the
 husband. Households are then assigned to
 either year-cells (for the analysis in this sec-
 tion) or to quarter-cells (for the analysis in
 Section III) on the basis of the date of the in-
 terview.5 The exact definition of the six co-
 horts considered is given in Table 1, along
 with the ages of the various cohorts in 1970
 and 1986 and the mean, minimum, and max-
 imum cell size of the quarter-cohort cells.

 To begin our examination of the various in-
 fluences on consumption, we return to the
 original 44,334 observations. For these data
 we regress log consumption and log real net
 income on 102 year-cohort dummies (there
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 are six cohorts and 17 years) and three quar-
 terly dummies. The year-cohort coefficients
 in this regression correspond to year-cohort
 means (with an adjustment to allow for
 seasonality).

 Figure 1 shows the life-cycle paths of con-
 sumption and income. Each connected seg-
 ment is the path over the 17 years of the survey
 for a particular cohort. In the graph we track
 part of the average consumption-age profile
 for each of the cohorts considered. The life-
 cycle paths given in Figure 1 are familiar: both
 consumption and income have an inverted U
 shape, and they are highly correlated. These
 results are consistent with those presented by
 Carroll and Summers (1991), who interpret
 them as evidence of lack of consumption-
 smoothing.6

 Figure 1, however, does not control for
 either family composition or labor-supply ef-
 fects. To take into account the effect of dem-
 ographic factors, we regress the year-cohort
 means plotted in Figure 1 on the year-cohort
 means of various demographic variables and
 plot the residuals of this regression in Figure

 5 The quarterly time series for cohort consumption, in-

 come, and the other variables used in Section III was ob-
 tained by averaging the relevant variables over all the

 households belonging to a given quarter-cohort cell.

 6 Carroll and Summers (1991) draw life-cycle profiles
 for income and consumption for different occupational
 groups and notice that the shape of these profiles changes
 in similar ways across groups. It is interesting to notice
 that Ghez and Becker (1975) interpret the very same find-
 ing as evidence in favor of, rather than against, the model.
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