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The Racial Wealth Gap

Across several key outcomes, including health, wealth, education, and life expectancy,

ostensibly race-neutral social policies have failed to close persistent racial gaps for Black
Americans.

One domain that has been particularly difficult to make progress on is the racial wealth
gap.

Today's presentation will prioritize a discussion of and seek to answer the following
guestions:

= What is the racial wealth gap?

= How was it created and how Is it maintained today?

= \What are the potential implications of the wealth gap for upward economic
mobility?

= \What innovative strategies have been documented nationally that can address the
racial wealth gap?



The Racial Wealth Gap

The raclal wealth gap In the United States Is the
disparity in wealth between racial and ethnic
groups.
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The Racial Wealth Gap

Research shows the average white family holds about six
times as much wealth as the average Black family.

Wealth disparities for young Americans are even more
stark, with young white Americans holding 16 times the
wealth of young Black Americans before they turn age 25.
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How did we get here?

» Historical Factors
 Present-Day Factors
e Evidence on Wealth and Wealth Building
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Trends in Wealth Inequity
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1. Wealthisincreasingbut so isinequality.

Distribution of Family Wealth, 1963 Distribution of Family Wealth, 2022
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Source: Urban Institute calculations from the Survey of Financial Characteristics of Consumers 1962, the Survey of Changes
in Family Finances 1963, and the Survey of Consumer Finances 1983-2022. Source: Urban Institute calculations from the Survey of Financial Characteristics of Consumers 1962, the Survey of Changes

Notes: 2022 dollars. We used inflation adjustment factors from Changes in U.S. Family Finances from 2019 to 2022: Evidence in Family Finances 1963, and the Survey of Consumer Finances 1983-2022.
from the Survey of Consumer Finances. No comparable data are available between 1963 and 1983. Notes: 2022 dollars. We used inflation adjustment factors from Changes in U.S. Family Finances from 2019 to 2022: Evidence
URBAN-INSTITUTE from the Survey of Consumer Finances. No comparable data are available between 1963 and 1983.
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2. W ealth gaps by race and ethnicity are large.

Average Family Wealth, by Race and Ethnicity, 1963-2022
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Source: Urban Institute calculations from the Survey of Financial Characteristics of Consumers 1962, the Survey of Changes
in Family Finances 1963, and the Survey of Consumer Finances 1983-2022.

Notes: 2022 dollars. Until 1983, the surveys categorized all people of color as “nonwhite.” The Survey of Consumer Finances
began disaggregating data for Black and Hispanic families starting in 1983 and for Asian families starting in 2022. We used
inflation adjustment factors from Changes in U.S. Family Finances from 2019 to 2022: Evidence from the Survey of Consumer
Finances. No comparable data are available between 1963 and 1983.
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3. The wealth gap widens with age.

Average Family Wealth among People Born between 1943 and
1951, by Race, 1983-2022
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Source: Urban Institute calculations from the Survey of Consumer Finances 1983-2022.

Notes: 2022 dollars. The Hispanic sample size is too small to show. Age is the head of household’s age. In 2022, these people
were ages 71to 79,and in 1983, they were ages 32 to 40. We used inflation adjustment factors from Changes in U.S. Family
Finances from 2019 to 2022: Evidence from the Survey of Consumer Finances.
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Dnivers of Wealth Inequity
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4.Differencesin lifetime earnings widen wealth gaps.

Average Lifetime Earnings among All People Born from 1960 to
1964, by Race or Ethnicity and Gender, in 2022
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Source: DYNASIM4 Run 1004.

Notes: 2022 dollars. This figure reflects people born from 1960 to 1964 living in the US in 2022. It excludes people living
outside the US for more than 10 years and undocumented immigrants. Lifetime earnings are calculated between age 18 and
2022 and are inflation adjusted to 2022 dollars. This chart uses the terms men and women to describe gender, though the
majority of the source data for DYNASIM were collected using male/female labeling. The authors are using terms associated
with gender because gender, as a social construct, is what shapes a person's experiences in society. “Bachelor’s degree”
includes people who completed at least four years of college. “No bachelor’s degree” includes people who completed three
years of college or less education. “Other” includes respondents who identified as non-Hispanic and another race or two or
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5. Exclusionary homeownership policies have benefited
white households at the expense of households of color,
particularly Black households.

Homeownership Rates, by Race and Ethnicity, 1960-2022
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Source: Decennial census and the American Community Survey.

Notes: Data for 2020 should be interpreted with caution; because of restrictions imposed during the COVID-19 pandemic,
survey results for that year may not have the same level of quality as those from other years. “Other” includes respondents
who identified as non-Hispanic and another race or two or more races.
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6. Because of differential access and earnings, Black and
Hispanic families have less retirement savings than white

faml I eSS, Average Family Liquid Retirement Savings (If Positive), by Race and
Ethnicity, 1989-2022

$450,000
$400,000
$350,000

$300,000

$250,000 $260,000

$200,000

$150,000
* Hispanic
$100,000 Black

——$56,000
$0

1990 1995 2000 2005 2010 2015 2020

Source: Urban Institute calculations from the Survey of Consumer Finances 1989-2022.

Notes: 2022 dollars. Liquid retirement savings include money in accounts such as 401(k)s, 403(b)s, and IRAs. We estimate
averages and medians for families only if their liquid retirement savings are positive. “Other” includes non-Hispanic
respondents who identified as another race or two or more races. We used inflation adjustment factors from Changes in U.S.
Family Finances from 2019 to 2022: Evidence from the Survey of Consumer Finances.
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7. Black and Hispanic families are less likely than white
familiesto have emergency savings.

Share of Households with Emergency Savings Equal to at Least One
Month’s Income, by Race and Ethnicity, 1989-2022
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Source: Urban Institute calculations from the Survey of Consumer Finances 1989-2022.

Notes: Emergency savings is liquid assets including money market accounts, checking accounts, savings accounts, call

accounts, and prepaid cards. Income includes wage income, Supplemental Security Income, disability payments, alimony,

insurance reimbursements, tax refunds, disbursements from scholarships and loans, government payments, settlements of

legal claims, real estate, and lottery winnings. We follow the literature in using one month of income as the threshold (CFPB
- URBAN -INSTITUTE - 2022, Farrell et al. 2019, and Sabat and Gallagher 2020).




8. Federal tax policiesfail to help familieswith low
incomes build wealth.

Share of All Asset-Building Tax Subsidies Families Received in the
2022 Calendar Year, by Income Quintile

Lowest 20% [ Second-lowest 20% [ Middle 20% | Second-highest 20% [l Highest 20%

Mortgage interest deduction

-

State and local property tax deduction

15.6% 34.6% 47.4%

Retirement saving incentives

12.3% 22.8% 59.8%

Source: Updated estimates are from Steuerle and colleagues (2014). Shares of benefits by income quintile are from Tax Policy
Center tables T22-0214,T22-0218, and T22-0264, and total dollar values are calculated from Treasury FY 2024 Tax
Expenditures.

Notes: 2022 dollars. B = billion. “Income” refers to the Tax Policy Center’s “expanded cash income” measure, which is
described in Rosenberg (2013). Tax expenditure for retirement saving incentives calculated using a present value approach.
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9. White familiesare more likely to receive an inheritance
than families of color.

Share of Households That Received an Inheritance, by Race and
Ethnicity, 1989-2022
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Source: Survey of Consumer Finances 1989-2022.

Notes: Share that received an inheritance includes families who indicated having ever received an inheritance or having been
given substantial assets in a trust or some other form. “Other” includes non-Hispanic residents who did not identify as white or
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Promising Policies to Advance
Progress on Wealth Inequity




Promising federal policiesto narrow racial wealth gaps

= Establish universal early-life wealth-building accounts scaled to parents’
wealth.

= Develop universal sponsored retirement savings accounts.

= Reform safety net program asset tests.

= Limit the mortgage interest tax deduction,and usetherevenuesto
provide acredit for first-time homebuyers.

" [nstitute national reparations policies.
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Dr. LesLeigh D. Ford
[ford@urban.org
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Purpose Built Communities
Community Quarterback - Coleman Park
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Haverhill

North Palm Beach :

Riviera Bea?ﬂ &y

/
/

Mangonia Park l

West PalmBeach

\
\

\ Palm Beach

14th Street

13th Street

venue

Diwision A

COLEMAN PARK FACTS

Demographics
* Population - 2726
* Households - 820
* Families - o84
e [Children - 237
ba.4% Children living in Poverty
44 7% Families living Poverty
71% of Households Rent vs. 28% Own
o 09% of these renters are cost burden
(spending more than 507% of their income
o fousing)
31% of Residents have no vehicle
24% of Residents are without high speed
internet
46% higher rates of chronic disease than the
county average and
|4-year gap in life expectancy (67.9 years
compared to the county's 82.2)
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PROSPERITY STARTS WITH PLACE

CRADLE-TO-COLLEGE
EDUCATION

MIXED-INCOME
HOUSING

)
|

S COMMUNITY '
QUARTERBACK r R ECONOMIC

VITALITY

COMMUNITY
WELLNESS

COMMUNITY
CENTER




RISE* Operationalizing Racial Equity
in Coleman Park
* Mixed Income Housing - Develop anti-

displacement strategy and outline criteria for a
racially inclusive development team.

» Cradle to College - Champion collaborative goal- | o Upwarg oo, As

setting with Community Quarterback, education y & & %, NS~ COMMUNITY
y - : QUARTERBACK

partnhers and residents

« Community Wellness - Redefine wellness as
physical, mental, and cultural; and identifying
and prioritizing resident needs and existing
neighborhood assets

* Economic Vitality - Identify locally-owned, L /—\
neighborhood-serving retail and COMMUNITY
entrepreneurship opportunities to invest in and bl
advance.
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THANK YOU

Upendo Shabazz, CEO,
Northend RISE
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