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Introduction

“We are concerned with creating an inclusive prosperity in 
our country.   And one crucial part of that is addressing not 
just income inequity but the far more pronounced  pattern of 
wealth inequality.   Crucial to addressing this problem will 
be encouraging more low-income Americans to save.”

- Former Treasury Secretary Lawrence Summers, Choose to 
Save Forum, April 4, 2000
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Areas Covered

Research on African-American wealth
Racial difference in wealth accumulation
Inheritance and wealth accumulation
Federal policies that foster wealth
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What’s being said

“We just can’t appeal to them [Hispanic Voters] on 
immigration issues and civil rights and affirmative 
action.   We’ve got to talk to Hispanics about broader, 
mainstream issues like entrepreneurship, home 
ownership, education …”

- New Mexico Governor Bill Richardson on political 
appeals to Hispanics- New York Times Magazine, 
May 9, 2004
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What’s being said

“It’s more important to be wealth than be 
rich. Bill Gates is wealthy. Rick James was 
rich.”

- Chris Rock in his Washington D.C. Comedy Special, April 2004
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What’s being said

Economist argue that racial differences in 
wealth are a consequence of disparate class 
and human capital credentials (age, 
education, experience, skills), propensities to 
save, and consumption patterns.

- From Black Wealth/White Wealth: A New Perspective on
Racial Inequality. (1999)
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What’s being said

“Wealth is a special form of money not used to 
purchase milk and shoes and other life 
necessities. More often it is used to create 
opportunities, secure a desired stature and 
standard of living, or to pass class status along 
to one’s children.”

-- Melvin Oliver and Thomas Shapiro
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Research on African-American 
Savings and Wealth Patterns

Black Wealth/White Wealth: A New Perspective on 
Racial Inequality by Melvin L. Oliver and Thomas 
M. Shapiro (1999)

The Hidden Cost of Being African American: How 
Wealth Perpetuates Inequality by Thomas M. 
Shapiro (2004)
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Understanding Racial Differences 
in Wealth Accumulation

Three concepts to provide a sociologically 
grounded approach to understanding racial 
differentials (between blacks and whites) in 
wealth accumulation:

Racialization of state policy 
Economic detour 
Sedimentation of racial inequality
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Wealth Indicators

Oliver and Shapiro identify two primary wealth 
indicators:
Net Worth (NW) – the value of all assets less 
any debts
Net Financial Assets (NFA) – excluding equity 
accrued in a home or vehicle from the 
calculation of a household’s available resources
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Who is on the Edge

77.272.554.0Hispanic

83.178.960.9Black

43.238.125.3White

Households 
without NFA 
for 6 months

Households 
without NFA 
for 3 months

Households 
with 0 or 
Negative NFA
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The Hidden Cost of Being 
African-American

Shapiro’s later research reveals:
In 1999 Black families owned just 10 cents of 
wealth for every dollar owned by the typical White 
family
Home equity accounts for roughly 44% of total 
measured net worth
Home wealth accounts for 60% of the total wealth 
among America’s middle-class
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Homeownership and Race

$18,000$28,6050.3225.8Dif.

$40,000$46,2548.4448.2Black

$58,000$74,8598.1274.2White

Median 
Home 
Equity

Mean 
Home 
Equity

Average 
Mortgage 
Rate

Percent 
Home-
owners
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Shapiro’s Findings

Role of family inheritance:
Makes racial inequality worse
Transformative assets
Results of inheritance
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Who Inherits

Studies indicate that nearly 1 in 4 White 
families received an inheritance after the 
death of a parent, averaging $144,652.   
In stark contrast, about 1 in 20 African-
American families had inherited in this way, 
and their average inheritance amounted to 
$41,985.
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Who Inherits

In a study of inheritance over 15 years, it was 
found that 28% of Whites received bequests, 
compared to just 7.7% of Black families.
The median inheritance figure registered 
$10,000 for White families and $798 for 
Black families.
Blacks received 8 cents of inheritances for 
every dollar inherited by Whites.
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Federal Policies that Foster 
Wealth

Federal asset policies cost $355 billion (conservatively 
measured)
Federal policies disproportionately benefit those who 
already have assets
Federal asset policies include both direct outlays and tax 
expenditures that reward specific types of behavior 
Many benefits of federal asset policies can be realized by 
people with certain types of assets or levels of tax liability 
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Cost of American 
Homeownership Policies

Tax Expenditures for Homeownership

In Millions FY2003
Deduction for mortgage interest $69,900
Deduction for property taxes $22,100
Exclusion of capital gains on sale of principle residence $17,800
Exclusion of interest on state/local bonds for 

Owner-occupied housing $700
Total 110,500
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Cost of American 
Homeownership Policies

Direct Outlays
In Millions FY2003

Home Investment Partnership Program (HOME) $75
Community Development Block Grants $41
FHLB Affordable Housing Program $91
USDA Section 502 $236
IDAs $25

Total $468
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Cost of American 
Homeownership Policies

The total cost of American Homeownership policies (tax 
expenditure and direct outlay) comes to $110,968 billion.   
This figure is more than the cost for retirement account 
policies (employer-sponsored plans; individual-based plans; 
etc.) at $101,200 billion and small business development 
policies (SBA and USDA loan programs) at $631 million, 
and less than savings and investment policies (capital gains 
and other investment income) at $121,900 billion.


