Since Dr. Martin Luther King, Jr., was
assassinated in 1968, the income gap
between blacks and whites has narrowed by
just three cents on the dollar. In 2005, the
median per-capita income for blacks stood
at $16,629 and $28,946 for whites. In
M ississippi, whites’ average personal
earnings are more than $10,000 more than
African Americans’.! Many scholars note
that at this rate of progress, income
equality will not be achieved for 537 years.

The gap in wealth is perhaps more
significant because wealthier families are
able to afford the best education, access
capital to start or expand a business,
finance health coverage and expensive
medical procedures, reside in safer
neighborhoods, procure better legal
representation, transfer wealth to
subsequent generations, and withstand
financial hardship resulting from economic
downturns or emergencies. Perhaps the
most consequential indicator of racial
inequality, the wealth gap exposes the myth
that we live in a “post-racial” society.?

As of 2004, white median household
net worth was $118,300 and black median
household net worth was $11,800. Eighty-
five percent of African American
households have a net worth below the
median white household. Regardless of age,
household structure, education, occupation,
or income, black households typically have
less than a quarter of the wealth of
otherwise comparable white households.

The Insight Center for Community
Economic Development reports in a new
study, “Lifting as We Climb,” that “single
black and Hispanic women have one penny
of wealth for every dollar of wealth owned
by their male counterparts and a tiny
fraction of a penny for every dollar of
wealth owned by white women.” Women
of color suffer the greatest disparities.
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“Lifting as We Climb” refers to the
motto of the National Association for
Colored Women, founded in 1896 by
African American women who signaled
“their understanding that no individual
woman of color could rise, nor did they
want to rise, without the improvement of
the whole race.”™

Then, as now, women of color are over-
represented in jobs like housekeeping and
elder care—work that is under-valued and
under-paid. The study highlights impressive

The combination of inheritances,
bequests, and intra-family transfers
account for the racial wealth gap
more than any other demographic
factor, including education, income,
and household structure.

achievements against formidable obstacles,
including, for example, the fact that women
of color own 1.9 million firms in the United
States, employ 1.2 million people, and
generate $165 billion in annual revenues.

However, “Lifting as We Climb”
extends two decades of scholarship that
finds that the racial wealth gap is widening.
White women in the prime working years
of 36-49 have a median wealth of $42,600
(61 percent of their male counterparts),
while the median wealth for women of
color is only $5. Women of color
practically have no wealth prior to age 50.

Some concede there is a racial wealth
gap, yet maintain that we live in a “post-
racial” society. They advance two
explanations for the wealth gap: first,
blacks are less frugal; and second, blacks do
not manage financial assets as well as
whites. This argument was expressed by
Federal Reserve Chairman Ben Bernanke
in an April 2009 lecture. Neither

explanation is true.’

Racial Wealth Inequality and the
Myth of a “Post-Racial” America

Economists on the political right and
left have found that blacks save at a rate
moderately higher than whites.® Many
higher-income blacks offer more support to
lower-income relatives than do whites,
suggesting even greater black frugality with
less to save.

The second explanation for lower
black wealth claims that blacks’ asset
management is deficient. Recent research
finds no significant racial differences in
asset appreciation rates for families with
positive net worth.

It is commonly assumed that
Americans gain wealth through savings plus
portfolio management. Yet these are not the
primary ways Americans gain wealth.”

The combination of inheritances,
bequests, and intra-family transfers account
for the racial wealth gap more than any
other demographic factor, including
education, income, and household
structure. These intra-familial transfers—
the primary source of wealth for most
Americans with positive net worth—are
transfers of blatant non-merit resources.
These transfers account for 50 to 80
percent of wealth position conferred to
subsequent generations. Six percent of
blacks compared to 24 percent of whites
receive inheritances.

Contrary to the common white
refrain—the past is over, so get over it—
history is critical for understanding the
racial wealth gap. Simply put, wealth
begets wealth and lack of wealth begets
lack of wealth. Economist T. Kirk White
developed an economic model to
demonstrate that the conditions of wealth
inequality at Emancipation (1863) could
dictate current disparity even if there had
been no further “bumps in the road.”®
Emancipation conditions were that
generations of slave labor had built wealth

—Continued on back cover
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