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ABSTRACT  

 This thesis researches racial economic disparities over time and the historical 
factors that have allowed such starkly visible differences to persist for multiple 
generations.  It also controls for routine rationalizations for these economic disparities—
education and income levels—to dispel them as explanations.  A more definite 
explanation of economic disparities in America is that of inherited wealth.  When 
separating inherited wealth from non-inherited wealth, the racial wealth gap disappears.  
This is evidence that most wealth in America is not self-made, but passed down from 
generation to generation, making social mobility—moving past the economic state in 
which one was born—much more difficult than commonly perceived.  Much of the 
current wealth being inherited in America today was accumulated in the mid-20th Century 
time of economic prosperity during and following World War II; however, this time 
period also coincided with educational and employment segregation that forced African 
Americans into second class citizenship, leaving them out of much of the opportunities to 
accumulate wealth.  Only a generation or two removed from segregation, African 
Americans are still climbing an uphill battle when it comes to closing income and asset 
disparities despite political and social gains in the last few decades. 
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INTRODUCTION 

 From its beginning days, America has been touted as a meritocracy—a land with 

enough opportunity to go around; a land where “pursuing happiness” was defined early 

on as a God-given right, readily available to anyone willing to work hard to chase his or 

her dreams.  Unfortunately, even as this description of America was being penned on the 

nation’s founding documents almost 240 years ago, the equal opportunity that looked 

good in theory did not match up with practice.  Millions of people in America were 

condemned to lives of forced servitude and ultimately (arguably) generational cycles of 

climbing an uphill system of economic inequality.  While legalized slavery itself has been 

gone from American life for over a century and a half, a racialized system of second-class 

citizenship for African Americans persisted in this country up until two generations ago 

and the economic effects of such deeply entrenched social discrimination can still be seen 

today. 

 Part I of this thesis outlines the historical and present-day data of economic 

disparity as defined by aspects of the racial wealth and income gaps.  Races profiled are 

African American and white American, as these are the two races for which most 

comparative data exists, largely due to the long history these two races share that 

coincides with the beginnings of our nation as a democracy.  To that end, the wealth and 

income profiles of other American and immigrant racial subsets—Hispanic, Asian, Arab, 

etc.—are not analyzed in this text.  What will be argued, in Part II of this thesis, is how 

the historical economic conditions of African Americans and white Americans have 

directly and indirectly affected the data that is outlined in Part I, due in large part to a 

skewed economic system from a past segregated society. 
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During a post-World War II time of economic prosperity, social and employment 

policies stifled asset accumulation, educational opportunities, and labor compensation for 

African Americans that have affected the wealth of African Americans and even the 

opportunities they have been able to pass down to their future generations.  However, 

even as past issues of racial discrimination have largely been controlled for with civil 

rights policies, much of the wealth and (to a lesser extent) income data is still skewed 

today as the gaps between the richest and the poorest, whites and minorities are at their 

highest levels in 25 years.1  Today, white Americans hold 20 times the wealth (also 

known as net worth) of African Americans and have incomes that are decades ahead of 

their African-American counterparts.  These are modern-day phenomena that cannot be 

ignored as anomalous, but as an unfortunately consistent and expected characteristic of 

American life that sets the United States apart related to other advanced democracies.2 

                                                 
1 Yen, Hope. "Wealth gap widens between whites, minorities." 26 July 2011. Yahoo! News. 13 October 
2011 <http://news.yahoo.com/wealth-gap-widens-between-whites-minorities-040224418.html>. 
2 Kochhar, R., Richard Fry and Paul Taylor. Wealth Gaps Rise to Record Highs Between Whites, Blacks, 
Hispanics. Pew Social & Demographic Trends. Washington, D.C.: Pew Research Center, 2011. 
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PART I: DISPARITY BY THE NUMBERS 

THE WEALTH GAP 

The gap in wealth between white and African Americans is nothing new, but is 

part of a persistent trend.  The rates of wealth for African Americans are undoubtedly 

growing at a substantially slower pace than for white Americans, leading to an 

unrelenting and expanding gap over time.  In roughly the last 25 years alone, the time 

period that the Census has been tracking wealth by race, the average wealth for white 

Americans has steadily increased over 12.5 times that of African Americans’ wealth.  In 

1983, the average white household possessed $269,900 of wealth compared to $53,500 

for African Americans.  By 1992, average wealth had increased to $309,000 per white 

household.3  However, average wealth for African Americans over that same decade only 

increased to $57,400 by 1992.  This reflects a 1992 increase of $40,000 for white 

Americans compared to a $3,900 increase for African Americans (Table I).4 

Average wealth increases for both groups continued this disparate trend nearly a 

decade later in 2001.  In that year, white household wealth had increased to $465,800 on 

average, while African Americans had $66,300 per household, increases of $159,500 and 

$8,900 respectively since the 1992 numbers.5  The most recent data from the Economic 

Policy Institute and the Survey of Consumer Finances shows another increase for both 

groups—up to an average of $483,000 for white Americans and $80,000 for African 

Americans.6  The significantly slower incremental increase of African-American wealth 

                                                 
3 Lawrence Mishel, Jared Bernstein, and Sylvia Algretto, The State of Working America 2004/2005: An 
Economic Policy Institute Book. (Ithaca, N.Y.: Cornell University Press, 2005), 285. 
4 Mishel, Bernstein, and Algretto, The State of Working America 2004/2005, 289. 
5 Mishel, Bernstein, and Algretto, The State of Working America 2004/2005, 289. 
6 “Economic Policy Institute Analysis of Survey of Consumer Finances and Flow of Funds Data: 
‘Household wealth greatly skewed and higher for whites: Average and median net worth of households by 
race, 2009’.” 
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is still obvious as it is only up $13,700 over the past eight years compared to $17,200 for 

white families (Table I).7 

Net worth gap: home equity vs. investments 

 In looking at average wealth over these three decades, African Americans 

consistently held only between 14 and 18 percent of the average wealth of white 

Americans.8  As previously stated, wealth is also referred as net worth—defined as 

household assets minus liabilities (or debts).  Since 2005, the net worth of both African 

American and white households has fallen, but at different percentages.  This disparity in 

rates of decline is due to the economic housing bust that occurred between 2005 and 

2009.  One out of every three African Americans has a zero or negative net worth.9  Of 

those with a positive net worth, 59 percent of their wealth was tied to home equity in 

2005, leaving them particularly vulnerable during the recession that was largely caused 

by the housing crisis.10  On the other hand, 44 percent of white Americans’ total net 

worth was tied to home equity in 2005, with more of their assets in stocks and 

investments that were affected during the recession, but not as harshly as the housing 

market.11  As a result, African Americans saw a 53 percent decline in their net worth 

(from $12,124 to $5,677) between 2005-2009, while white Americans experienced 

merely a 16 percent decline (from $134,992 to $113,149) (Table II).12  Even after the 

recession, African Americans still remain more economically vulnerable as 56 percent of 

                                                 
7 Lawrence Mishel, Jared Bernstein, and Heidi Shierholz, The State of Working America 2008/2009: An 
Economic Policy Institute Book. (Ithaca, N.Y.: Cornell University Press, 2009), 271. 
8 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 271. 
9 Kochhar, Fry, and Taylor, Wealth Gaps Rise to Record Highs, 2. 
10 Kochhar, Fry, and Taylor, Wealth Gaps Rise to Record Highs, 24. 
11 Kochhar, Fry, and Taylor, Wealth Gaps Rise to Record Highs, 25. 
12 Kochhar, Fry, and Taylor, Wealth Gaps Rise to Record Highs, 15. 
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their net worth is still tied to home equity compared to 38 percent for white Americans 

(Table II).13 

Liquid assets gap 

 Financial wealth does not include home equity and is also called liquid wealth.  

Financial wealth includes liquid assets such as mutual funds, trusts, retirement, and 

pension plans—assets that are considered easily accessible in case of emergencies.14  The 

financial wealth portion of the racial wealth gap has been highly pronounced over time as 

well.  As shown in Table IV, in 1983, the median financial wealth of white households 

was $23,100 comparative to $0 for African-American households.15  About 20 years later 

(in 2004), the median financial wealth number had grown to $36,100 for white 

households, but only to $300 for African Americans.  These numbers show a $13,000 

increase in white median financial wealth versus a $300 increase for African Americans. 

THE INCOME GAP 

 The numbers outlined above highlight facets of the wealth gap over the past three 

decades since the 1980s.  This gap can partially be explained by income disparities 

between the two races that have been constant since the post-World War II era, but not 

fully.  The income gap has always been narrower than the ever-expanding wealth gap. 16  

For example, in 2007, African Americans earned 62 percent of the income that white 

Americans earned (or earned 62 cents for every dollar that whites earned) while they 

possessed only two percent of the wealth that white Americans had (two cents for every 

                                                 
13 Kochhar, Fry, and Taylor, Wealth Gaps Rise to Record Highs, 25. 
14 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 271. 
15 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 271. 
16 Edward N. Wolff, "Recent Trends in the Size Distribution of Household Wealth." Journal of Economic 
Perspectives 12 (1998): 131-150. 
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dollar of whites’ wealth) (Chart 1 and Chart 2).17  Furthermore, between 1947 and 2007, 

the income gap, while still stark, narrowed from African Americans earning 51 cents per 

dollar that white Americans earned in 1947, to 62 cents per dollar in 2007.18  Meanwhile, 

the wealth gap continues to expand and is up from a 12 percent gap in average wealth in 

1984, when the Census first began tracking wealth estimates, to a 19 percent gap 

recorded in 2009.19 

Income gap: a 40-year lag 

Despite the narrowing of the racial income gap in recent decades, earnings 

inequalities are still extreme.  Both African Americans and white Americans have 

increased their median family incomes since the mid-20th century, but African 

Americans’ incomes have always been decades behind, as shown in Table V.  For 

instance, in 1947, African Americans earned a median income of $13,106 per household, 

about half of the $25,635 that white families earned.20  By 1967, while white families 

were now earning $44,693, African-American families’ median income was at $26,461—

similar to white families’ 1947 level21.  In 2007, African Americans were earning 

$40,143 per family, still $4,500 less than the 1967 median income for white families.22  

Whereas the median income level shows a 20-year lag for African Americans in 1967, by 

2007, that lag had expanded to African Americans being 40 years behind the income 

increases for whites, despite the overall income gap being narrower. 

Wealth gap by income level 

                                                 
17 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 50. 
18 “Economic Policy Institute Analysis of U.S. Census Bureau data, Historic Income Tables: Ratio of Black 
and Hispanic to White Median Family Income, 1947-2009.” 
19 Kochhar, Fry, and Taylor, Wealth Gaps Rise to Record Highs, 131. 
20 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 50. 
21 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 50. 
22 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 50. 
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 Looking at the gaps in both wealth and income separately is important, but 

overlapping these two measures tells a more detailed story, revealing another layer of the 

wealth gap between white and African Americans.  Not only is there a racial wealth gap 

of those at similar income levels, there is also a gap between whites and African 

Americans at different income levels based on the Federal Poverty Line (FPL).  Using the 

FPL, families can be categorized into four groups based on income—impoverished, 

working poor, middle class, and high income.23  Table VI shows the disparity in the net 

worth of families by income level.  The net worth of impoverished white families 

nationally was $3,650 in 2004, while for impoverished African-American families it was 

$0.24  These impoverished white families even held more net worth than working poor 

African-American families (one income level above them) which stood at $762.25  

Likewise, the total wealth (the sum of the market value of all assets held by each person 

living in a household) for impoverished white families was $8,000 compared to $2,450 

for working poor African Americans (Table VII).26  Even among African-American and 

white families of the high income level, African Americans have about half the total 

wealth ($128,895 to $254,000) and net worth ($115,875 to $244,000) of white 

Americans.27 

DISPARATE POVERTY RATES 

 In addition to, and undeniably as a result of, the wealth and income gaps, African 

Americans also experience disproportionate poverty rates compared to white Americans.  

                                                 
23Racial Wealth Disparity in North Carolina: A Report for the Z. Smith Reynolds Foundation. Chapel Hill, 
NC: UNC Center on Poverty, Work, and Opportunity, 2010. 
24 Racial Wealth Disparity in North Carolina, 12. 
25 Racial Wealth Disparity in North Carolina, 12. 
26 Racial Wealth Disparity in North Carolina, 12. 
27 Racial Wealth Disparity in North Carolina, 12. 
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Current federal poverty measures were established in 1963 and vary by size and 

composition of family.28  Using a sliding scale, the Federal Poverty Line (FPL) uses gross 

cash income before taxes to measure if a family is considered to be in poverty.29  For 

example, a family of four, earning $22,113 or less in 2010 would be considered 

impoverished.30  People in households with incomes below 200 percent of the federal 

poverty line ($44,226 for a family of four) are considered to be “low-income,” while 

families of four with incomes below 50 percent of the poverty level ($11,056.50) are 

considered to be in “deep poverty.”31  The 2010 Census measured almost 26 percent of 

African American families living in poverty compared to nine percent of white families, 

and currently, 35 percent of African-American workers earn poverty-level wages 

compared to 25 percent of white workers (Table VIII).32 

 These poverty disparities have been steady and unrelenting throughout history.  

According to Census data, the percentages of those in poverty in 1959 were 18 percent of 

white Americans and 54.6 percent for African Americans.33  Seven years later in 1966, 

the rates were 11.8 percent to 41.4 percent, whites compared to African Americans.34.  

By 1973, the rates had fallen for both races and were 7.5 percent to 31.4 percent, still 

                                                 
28 Short, Kathleen. 2011. “The Research Supplemental Poverty Measure: 2010.” Current Population 
Reports. U.S. Census Bureau, Washington, DC. 
29 Short, “The Research Supplemental Poverty Measure: 2010,” 1. 
30 Short, “The Research Supplemental Poverty Measure: 2010,” 4.  
Zakia Redd, et. al. Two Generations in Poverty: Status and Trends among Parents and Children in the 
United States, 2000-2010. Child Trends Research Brief. Washington, DC: Child Trends, 2011. 
31 Redd, et. al. Two Generations in Poverty, 2. 
32 “Economic Policy Institute Author’s Analysis of Current Population Survey of Outgoing Rotations 
Group: ‘Minorities are more likely to be low wage earners: Share of workers earning poverty-level wages 
by race, 1973-2009’.” 
33 U.S. Bureau of the Census, Current Population Reports, Series P-20, No. 54, “The Extent of Poverty in 
the United States: 1959 to 1966,” U.S. Government Printing Office, Washington, D.C., 1968. 
34 U.S. Bureau of the Census, “The Extent of Poverty in the United States: 1959 to 1966.” 
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starkly disparate (Table IX).35  These 1973 numbers have not changed much almost 30 

years later as evidenced by the 2010 Census numbers above. 

 According to a Panel on Poverty and Family Assistance established by the 

National Academy of Sciences, the official poverty measure has its shortcomings and 

does not give the most accurate assessment of prevalence of poverty in America.  Thus, 

in March 2010, an Interagency Technical Working Group established a Supplemental 

Poverty Measure (SPM) to adjust for other factors such as geographic differences in 

housing costs, all related and unrelated children (for example, foster children) living in a 

home, and cash as well as in-kind income (benefits).  Additionally, the SPM subtracts 

necessary expenses such as childcare costs, taxes, work-related expenses, and payroll 

taxes.36  

 Using the SPM, poverty levels and prevalence change.  The family of four 

poverty threshold increases from a household income of $22,113 (the official poverty 

measure) to $24,343 (the supplemental measure).37  The number of people in America 

living in poverty also increases by 2.5 million—from 46.6 million people with the official 

measure to 49.1 million with the SPM.38  Along racial lines, the SPM shows a decrease of 

about 800,000 African Americans in poverty compared to the official measure (from 10.7 

million with the official measure compared to 9.9 million with the SPM), but still shows 

a disproportionate number of African Americans (25.4 percent) compared to white 

Americans (14.3 percent) in poverty (Table X).39  The SPM shows a dramatic increase of 

                                                 
35 Economic Policy Institute, “U.S. Census Bureau Historical Poverty Tables, Racial and Ethnic Disparities 
Persist Over Time: Poverty Rates by Race and Ethnicity, 1973-2009.” 
36 Short, “The Research Supplemental Poverty Measure: 2010,” 2. 
37 Short, “The Research Supplemental Poverty Measure: 2010,” 4. 
38 Short, “The Research Supplemental Poverty Measure: 2010,” 5. 
39 Short, “The Research Supplemental Poverty Measure: 2010,” 6. 
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the number of people of both races living in poverty from 2009 to 2010.  Using the SPM, 

33 million white Americans were in poverty in 2009 compared to 34.7 million in 2010, 

and for African Americans, nine million were in poverty in 2009 as opposed to 9.9 

million in 2010.  These numbers reflect poverty increases of 1.7 million white Americans 

and 900,000 African Americans in the year between 2009 and 2010, the time period 

marked by economic experts as after the recent recession.40 

 Since the numbers of impoverished Americans in general are increasing, it can 

only follow that the most vulnerable Americans, children, are also increasing on poverty 

rolls.  Child poverty rates have been steadily climbing for both races over the past several 

years and currently one in five children under 18 years old lives in poverty in the United 

States.41  A growing problem for all children, discrepancies can still be seen between the 

races.  In 2009, the American Community Survey measured that child poverty rate for 

white children was 15.7 percent, while for African-American children it was 36.3 

percent.  Measured only one year later in 2010, the child poverty rate for white children 

stood at 17 percent compared to the rate for African-American children which is over 

twice as high at 38.2 percent.42  As Table XI shows, in the 2009-2010 year, 1,092,167 

more children of all races were added to poverty rolls.43 

ECONOMIC MOBILITY 

 There are sobering consequences for continued disparities in income, wealth, and 

poverty rates between African Americans and white Americans, the effects of which are 

                                                 
40 Short, “The Research Supplemental Poverty Measure: 2010,” 12. 
41 Macartney, Suzanne. 2011. “Child Poverty in the United States 2009 and 2010: Selected Race Groups 
and Hispanic Origin.” American Community Survey Briefs. U.S. Census Bureau, Washington, D.C. 
“Poverty rate hits 18-year high as median income falls,” 
http://bottomline.msnbc.msn.com/_news/2011/11/07/8680598-new-data-show-grim-picture-of-poverty 
(accessed Nov 7, 2011). 
42 Macartney, “Child Poverty in the United States 2009 and 2010,” 3 and 4. 
43 Macartney, “Child Poverty in the United States 2009 and 2010,” 9. 
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multi-generational.  Intergenerational mobility measures the correlation between the 

income of parents and their adult children.44  Ideally, America is a meritocracy where 

anyone who works hard enough (or smart enough) can improve his or her social standing 

regardless of the economic class in which he or she was born.  This is the Horatio Alger 

“rags-to-riches” myth.  Unfortunately, this rarely happens for African-American children 

as most of them end up in the same economic class as their parents with little hope of 

improvement. 

African-American children living in poverty are likely to stay there as adults.  Of 

those 38.2 percent of African-American children in poverty, 63 percent can expect to stay 

there, while only 3.6 percent can hope to make it all the way to the top income quartile, 

as illustrated in Table XII.45  Unlike African-American children, impoverished white 

children have a 32.3 percent chance of staying in poverty (still remarkably high, but less 

than the 63 percent chance for African-American children), and a 14.2 percent chance of 

making it to the top income quartile.46  Economic mobility does not look much better 

when viewing it from the wealth standpoint rather than income.  Ninety-five percent of 

children in either race born into poverty remain at the bottom of the wealth spectrum, 

proving that it is difficult for those born poor to accumulate wealth as adults.47 

In addition to impoverished children having difficulty moving out of poverty, 

evidence shows that a growing number of middle-class children are falling out of the 

middle class into the bottom level of income as adults.  This is a phenomenon called 

“intergenerational downward mobility” and is measured in three ways: first, dropping 

                                                 
44 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 104. 
45 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 106. 
46 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 106. 
47 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 106. 
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from the middle income level to below the 30th income percentile as an adult; second, 

having an income rank (relative to others’ income levels) that is 20 or more percentiles 

below one’s parents’ rank at a similar age; and third, having a real income (one’s 

earnings) that is 20 percent or more below one’s parents’ income at a similar age.48 

By all three measures, African Americans are fairing worse than white 

Americans.  According to the Economic Mobility Project—an initiative by the Pew 

Charitable Trusts to “focus attention on the question of economic mobility and the health 

of the American Dream”—white children are more likely to end up earning higher 

incomes than their parents.  Viewing downward mobility specifically from the three 

measures listed above, 37 percent of African Americans raised in the middle class fall 

below the bottom 30th income percentile as adults compared to 25 percent of white 

Americans.49  Moreover, 34 percent of African Americans who grew up in middle-class 

homes have a current income rank that is 20 percent below their parents’ rank at a similar 

age compared to 24 percent of white Americans whose rank is 20 percentiles below their 

parents’ rank.50  By measure three, 26 percent of African Americans who grew up in the 

middle class earn an income 20 percent lower than their parents’ income was at the same 

age, while 17 percent of white children of middle class parents earn 20 percent less 

(Table XIII).51 

The downward mobility comparison of African Americans versus whites is even 

starker when viewing it from a gendered perspective by looking at African-American and 

white men.  The percentage of African-American men who drop out of the middle class 

                                                 
48 Gregory Acs, “Downward Mobility from the Middle Class: Waking Up from the American Dream.” 
Washington, DC: The Pew Charitable Trusts, 2011. 
49 Acs, “Downward Mobility from the Middle Class,” 14. 
50 Acs, “Downward Mobility from the Middle Class,” 14. 
51 Acs, “Downward Mobility from the Middle Class,” 14. 
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as adults is almost double that of white men who do so (38 percent to 21 percent).52  

Thirty-five percent of African-American men and 20 percent of white men have an 

income level rank 20 or more percentiles less than their parents rank.53  Lastly, 29 percent 

of African-American men versus 13 percent of white men earn 20 percent less than their 

parents.54 

WAGE STAGNATION 

 By these percentages, American society is a particularly immobile one for 

children born to poor parents to improve from this economic status as adults, particularly 

for African Americans who also happen to be disproportionately poor.  Some estimates 

measure that it would take a poor family of four 10 generations (or over 200 years) to 

achieve just a middle-class income, much less to reach the top income level.55  This is 

due to slower/stagnant economic gains seen by the lowest income levels, a trend that has 

been constant since the 1970s for all workers regardless of race.  However, stagnant wage 

growth has not always been the norm.  Between the end of World War II and 1973, real 

wages for all workers nearly doubled from $16,702 in 1948 to $31,862, and inequality 

was relatively stable.56  However, between 1979 and 2006, the top one percent of earners 

saw a 144.4 percent income increase, while the bottom 90 percent saw only a 15.6 

percent increase.57  Since 2000, wage growth for the bottom 70 percent of Americans has 

been only a three percent increase.58 

                                                 
52 Acs, “Downward Mobility from the Middle Class,” 14. 
53 Acs, “Downward Mobility from the Middle Class,” 14 
54 Acs, “Downward Mobility from the Middle Class,” 14. 
55 Joy Heine, "The State of Working America: Executive Summary," A Worker Justice Reader. 

(Maryknoll, NY: Orbis Books, 2010), 2-11. 
56 Frank Levy and Richard J. Murnane, "U.S. Earnings Levels and Earnings Inequality: A Review of 
Recent Trends and Proposed Explanations," Journal of Economic Literature 30 (1992): 1333-1380. 
57 Mishel, Bernstein, and Shierholz, The State of Working America 2008/2009, 144. 
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 It would be expected to assume that this stagnation in wages over the past few 

decades for the lower-income classes could be due to stagnation in productivity, 

particularly productivity during this past recession; however, that assumption is 

inaccurate.  Productivity is defined as the growth of the output of goods and services per 

hour worked.59  During the recent recovery period following 2007, productivity grew by 

11 percent, the fastest productivity growth since the 1970s.60  In the 30-plus years 

between 1973 and 2007, productivity grew 83 percent.  Meanwhile, hourly compensation 

over the same period has not really grown at all (from $16.88 to $17.42 an hour between 

1979 and 2007) and even fell for entry-level jobs for college-educated, middle-class men 

and women.61  The implication of this is that people are now being paid less to do more 

while the cost of living continues to climb. 

An ever-expanding disparity in compensation increases can be seen based on the 

level of position an employee (regardless of race) holds.  Median hourly compensation 

has grown less than average compensation, meaning income for the top earners has 

increased at a much faster rate than the bottom earners.  For example, in 1965, the 

average CEO earned 24 times more than for the average employee.62  By 2007, that 

number had widened to 275 times more than the average employee.  Upper-level 

positions’ (CEOs’) median pay rose 106.8 percent while the typical employee’s pay rose 

10 percent between 1989 and 2007 making the average CEO earn more in one day than 

the typical employee earns all year.63  The bottom 90 percent of employees saw a 1979 to 

2007 increase in yearly income of $24,990 to $28,889, while the top one percent saw an 
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increase of $235,766 in 1979 to $576,141 per year (Table XIV).64  These increases 

represent $3,899 and $340,375 for the bottom 90 percent and the top one percent 

respectively.65  With such contrasting rates of income growth, there is little hope for 

lower income families to pull themselves out of the bottom income level and then to 

begin to accumulate wealth. 

 Just as the top fifth of earners saw a massive percentage increase in their income 

over the 1980s and 1990s, so did the wealthiest see a substantial increase in the share of 

total wealth they held in the 1980s.  By 1989, the wealthiest one percent of households 

owned 33.4 percent of net worth held by all people.66  Additionally, they held 48.2 

percent of all financial assets.67  Today, the wealthiest fifth of households possess 84.7 

percent of America’s wealth68 

An overwhelming concentration in national wealth can be blamed in part on the 

most recent devastating economic recession; however, now that the recession has 

officially “ended,” economic conditions for many Americans are getting worse.  The 

recession is estimated to have started in December 2007 and is said to have ended in June 

2009 when the period of recovery began.69  Economic recovery has not meant economic 

gains for all.  In the two years since the recovery period began, incomes have actually 

fallen for most Americans, even more so during the recovery than during the actual 

recession.  During the recession, real median annual household income fell by 3.2 
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percent, but during the recovery it fell by an additional 6.7 percent.70  The income decline 

cannot be solely blamed on an increase in part-time as opposed to full-time workers, as 

families with heads of households working full-time saw a 5.1 percent decline.71  As can 

be expected from other data, the decline in incomes for African Americans is even worse 

than for white Americans.  Table XV shows that, during the recovery, families with an 

African-American head-of-household have seen their incomes decline by 9.4 percent, 

twice that of families with a white head-of-household which declined by 4.7 percent.72 

RACE, EDUCATION, AND GENDER DISPARITIES 

Education and income disparities 

 An easy explanation for disparities in wealth and income by race would be to 

assume that they are caused by lower levels of educational attainment for African 

Americans than white Americans overall.  For example, it is true that 13.3 percent of 

African Americans hold Bachelor’s degrees compared to 19.6 of white Americans, and 

for Master’s degrees the percentages are 6.5 percent and 10.7 percent respectively (Table 

XVI).73  However, just as white and African Americans of similar income levels still 

have differences in wealth, there are also gaps seen in earnings and wealth for white and 

African Americans of similar educational attainment. 

 Table XVII shows that despite educational attainment, African-American workers 

lag behind white Americans in monthly, annual, and lifetime incomes.  According to the 

Survey of Income and Program Participation 2004 Panel, average monthly income for 

African Americans with a Bachelor’s degree is $3,409 compared to $3,926 for white 
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Americans.74  Monthly earnings for those with Master’s degrees are $4,224 and $5,045 

respectively.  Annual earnings show further income inequality.  Another analysis, the 

Census Bureau’s Current Population Survey that shows mean annual earnings of persons 

as of March 2010, states that African Americans with Bachelor’s degrees earn $47,799 

per year versus $57,762 per year for Bachelor’s-degree-possessing white Americans.  For 

Master’s degrees, this study reveals a $60,067 to $73,771 African American to white 

American annual income gap.75  Lastly, estimated over a lifetime of work (a period of 

about 40 years), another survey estimates that African Americans with Bachelor’s 

degrees will earn a median of $2.1 million compared to $2.8 million for whites with 

Bachelor’s degrees.76  For a lifetime of work for those with Master’s degrees, African 

Americans will earn $2.5 million (still $300,000 less than whites one education level 

below them), while white Americans will earn $3.3 million over their lifetimes.77 

Gendered income disparities 

 Income differences are not only seen along racial lines, but along gendered ones 

as well.  Women typically earn less than men, even with similar education levels.  The 

average income of women with a Bachelor’s degree is $43,589, while for men it is 

$69,479.78  For women with Master’s degrees, the gap is even wider—$58,534 to 

$90,964 women to men.  Even women with Doctorate degrees earn less than men with 
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Master’s degrees ($83,708 versus $90,964).79  These disparities are illustrated in Table 

XVIII. 

 Gender is remarkably a stronger income gap determinant than even race as white 

women at all levels of educational attainment earn less than African-American men 

(Table XIX).  Of those with Bachelor’s degrees, white women earn over $12,000 less 

than African-American men ($43,309 to $55,655).  White women with Master’s degrees 

earn $58,036 compared to the $68,890 that African-American men with Master’s degrees 

make.80  These disparities may be due in part to different professional levels held by 

women and men, but can also be attributed to different professional levels offered to both 

genders as well. 

 Following this projection, it can be expected that when coupling both race and 

gender income gaps, the bottom rung would belong to African-American women.  

African-American women rank lowest in annual earnings, even among those with similar 

educational attainment levels (Table XIX).  Average income of African-American 

women with Bachelor’s degrees is $42,587 compared to $43,309 of white women with 

Bachelor’s degrees.  With a Master’s, African-American women earn an average of 

$54,523 compared to $58,036 for white women who also hold Master’s degrees.81 

Education and wealth disparities 

 Just like income disparities, wealth disparities are also prevalent among African 

Americans and white Americans of similar education levels (Table XX).  The most recent 
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data is difficult to find; however, data reveals that in 1995 African Americans with a 

Bachelor’s degree had a net worth of $15,175.  Conversely, white Americans with a 

Bachelor’s degree had a net worth of $66,665.  When measuring net financial assets 

(liquid wealth), African Americans with Bachelor’s degrees had a median of only $5 

compared to white Americans of the same attainment who have $17,300.  For those with 

Master’s degrees, African Americans had a net worth of $17,874 as opposed to $79,573 

for whites’ net worth and median net financial assets of $78 to $23,200 respectively.82  

EMPLOYMENT DISCREPANCIES 

 Disproportionate salaries are not the only employment disparity African 

Americans face as unemployment and underemployment have always also been tilted 

against African Americans (Table XXI).  Unemployment discrepancies by race have 

always been severely skewed to African Americans’ disadvantage, remaining in the 

double-digit percentages for most of history.  According to the U.S. Bureau of Labor 

Statistics, as of October 2011, the percentage of African Americans who are unemployed 

stands at 15.1 percent.  This percentage is almost double the percent of unemployed white 

workers which is eight percent.83  The October 2011 percentage is also the highest 

amount African Americans have experienced in nearly 30 years when it was 19.5 percent 

in 1983.84  Looking at employment from the underemployment perspective looks even 

bleaker.  Underemployed persons are those who are working part-time hours, not because 
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they choose to, but because they cannot find full-time employment.  Over 25 percent of 

African Americans are listed as underemployed compared to 14 percent of whites.85 

WEALTH TRANSFERS AND THE GAP 

Looking at the multiple layers of the racial wealth gap as identified above is 

important in order to understand the reasons African Americans possess less wealth than 

white Americans.  Justifying the gap as a result of the lower levels of educational 

attainment for African Americans is dispelled with the data above that shows that even at 

equal education levels, African Americans still possess less wealth than white Americans.  

The gap also cannot be explained by lower income levels of African-American workers 

because, while they do earn less on average, African Americans have less wealth than 

white Americans at similar income classes as well as less wealth than white families an 

income class below them.  These previous reasons offer no true explanation for the 

existence of the gap. However, there is one key factor that explains the 75 to 80 percent 

difference in wealth for which personal income cannot account—separating inherited 

wealth from non-inherited wealth.86 

 Historically higher income levels are one of the reasons that white families have 

been able to acquire wealth-producing assets faster than African Americans.87  As a 

result, more white families than African-American ones have been able to receive 

parental help to obtain a “head start” on their own wealth in the purchase of a home or 
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paying for higher education (that can also lead to better employment) (Table XXIII).88  

Even more, this parental help can completely transform the adult children’s lives by 

allowing them to live beyond a means that their own achievement merits.89  A higher 

percentage of white parents (51 percent) have access to enough wealth to provide head 

start assets for their children than African-American parents (21 percent) (Table XXIII).90  

As a result, white upper-class (income) families are 1.5 times more likely to have 

received head start assets (of about $14,000) from parents than African Americans of the 

same income level.91  This is because African Americans have three to five times less 

wealth than white Americans at the same income level.92 

 The importance of wealth transfers and transformative assets (assets received that 

allow families to live beyond what their own income merits), can even help explain other 

stark anomalies in the wealth gap.  As previously stated, impoverished white families 

(those living below the poverty line) hold more wealth than working poor African 

Americans an income level above them.  This phenomenon can be explained because 

more whites receive inheritances than African Americans (one in four versus one in 20), 

and receive help purchasing their own assets.93 

The Racial Wealth Gap by Generation: Baby Boomers and Wealth Transfers 

 The wealth gap is particularly visible when further compartmentalizing groups of 

African Americans and white Americans by age.  In 2002, the results of a study, 

conducted by the Federal Reserve and the Office for National Statistics in the United 
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Kingdom, of the wealth and inheritances of three generations of white and African 

Americans were plotted.  The study particularly focused on the Baby Boom generation 

because it is estimated that those of this age group (born between 1945 and 1964) have 

been collecting over $7 trillion in inheritances—the largest wealth transfer of any 

generation—since 1990.94  The results show that the racial gap in wealth is very 

pronounced for the two older cohorts of the study—those 45-64 years old and those 65-

84 years old (Table XXIV).   

For 45- through 64-year-olds, white Americans held $140,026 more wealth than 

African Americans, while among 65- through 84-year-olds the difference was $155,761 

more wealth.95  Compare those numbers to the racial wealth gap of those in the younger 

cohort (age 25-44 years) which is $48,617 and it is clear that the older two generations 

benefitted from a more unequal accumulation of wealth.96  When viewing these older 

generations and how many of them possess “substantial wealth,” defined as $100,000 or 

more, over 37 percent of white Americans in both older generations possess substantial 

wealth, compared to only 7.5 percent of 45- through 64-year-old African Americans and 

2.1 percent of 65- through 84- year old African Americans who have over $100,000.97  

That the Baby Boomer cohort of African Americans has been able to accumulate more 

wealth than the African-American generation before them is notable, further pointing to 

an economic system that was extremely imbalanced for older African Americans. 

 A sizeable portion of this difference in wealth can be attributed to inherited 

bequests even more so than to non-inherited wealth.  One in four white families who 
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bequeath money to their children leave very large bequests of $100,000, while only one 

in 20 African-American families leave this amount.98  This statistic is significant because 

when removing bequeathed parental wealth (inheritances) from the amounts of wealth 

children possess (that is, to only view children’s wealth in non-inherited terms), the 

African-American-to-white racial wealth gap disappears.99  As stated by Avery and 

Rendall in the study’s findings, “Non-inherited wealth is more evenly distributed between 

whites and blacks than inherited wealth,” particularly for the Baby Boom generation.100  

This further proves, as expressed above, that parental wealth is a stronger, more accurate 

predictor of children’s wealth than either educational attainment or status in the labor 

market (i.e. one’s income level).101 

 The more common story for African Americans and wealth transfers is not that of 

parental transfers to children.  As mentioned above with Baby Boomer and elderly 

African Americans, younger generations have often been able to acquire more wealth 

than older generations.  This has led to a “reverse wealth transfer” phenomenon where 

younger family members often have their wealth accumulation stifled by supporting their 

kin networks—elderly parents, extended relatives, and even siblings.102  The need of 

extended poorer family members has been identified as the third most important factor 

(behind average lifetime income and parental wealth) in explaining the racial wealth 

gap.103  Estimates measure that middle-class African-American families have seen a 27 
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percent reduction in their own wealth relative to white families because of kin 

networks.104 

 It should be noted here that despite causing a substantial reduction to family 

wealth, kin networks have also had a positive impact on African American families.  This 

“it takes a village approach” can also be credited with helping African American students 

pursue higher education, providing for various forms of assistance for aging parents (who 

as identified above may have less wealth than their middle-aged children), and other 

forms of familial philanthropy that may not be reflected in tax-deferred forms of giving.  

While wealth inheritances may be less common and in lesser values than they are for 

white Americans, transfers in various other forms have been a long standing tradition for 

African Americans. 

 The significance of Baby Boomers’ distinct racial gap in wealth and inherited 

wealth, even more pronounced than those of the younger generation, is not merely 

happenstance and its origins can be used to explain much of this gap that we have seen 

continue to grow for decades.  The Baby Boomers were born between 1945 and 1964, a 

period of time that also coincides with the rapid economic and productivity growth in the 

United States.105  The working parents of the 76 million babies born during this time 

benefitted from the prosperous economic growth that came with increased 

industrialization, but this time of prosperity was not readily available to all workers.  The 

mid-20th Century era of steady economic growth was also an era of racial discrimination 

in the workforce and society as a whole due to segregationist policies that kept African-
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American workers from obtaining equal employment, housing, and thus wealth 

accumulation opportunities relative to whites. 

PART II: ECONOMIC DISPARITY’S ROOT CAUSES 

JIM CROW AND EDUCATIONAL/ECONOMIC OPPORTUNITIES 

To view how deeply entrenched that the segregation of the mid-20th Century has 

been, it is important to go back about 60 years prior.  There were a growing number of 

African Americans who were able to obtain middle class economic status during the 

Reconstruction period following the Civil War.  With the Thirteenth Amendment passed 

in 1865 that abolished involuntary servitude and freed four million slaves, African-

American workers could now work for hire and earn income for their labor.106  This 

amendment was followed by the Fourteenth and Fifteenth amendments that gave African 

Americans equal citizenship (and thus, the protection to obtain assets in the form of 

property) and the right to vote respectively.107  After being granted the right to vote, 

many African-American men ran for office successfully and between 1869 and 1901, 816 

of them were elected to state and federal legislatures.108 

The same year that the Thirteenth Amendment was passed, Congress established 

the U.S. Bureau of Refugees, Freedmen, and Abandoned Lands—aka the Freedmen’s 

Bureau.  The Freedmen’s Bureau helped a former unpaid labor force begin to accumulate 

income and assets in various ways.  It negotiated labor contracts for former slaves who 
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had no experience in earning income for their labor.109  It also funded the construction of 

public schools and universities, such as Howard and Fisk universities, that African-

American students could attend.110   

One of the most notable accomplishments of the Freedmen’s Bureau was that of 

asset accumulation for people who were formerly considered property themselves.  The 

Bureau helped former slaves, as well as poor whites, in the South obtain former 

plantation property that had been confiscated or abandoned.111  By 1875, African-

American farmers in Virginia had bought 400,000 acres of farmland worth about $1.3 

million.112  This was a remarkable accomplishment considering it was only a decade 

following the abolition of slavery; however, property was still heavily concentrated the 

hands of wealthy white plantation owners.  Five percent of white families owned 40 

percent of productive farmland.113  The top one-tenth of wealthy white farmers owned 

half to two-thirds of all farmland.114   

 With these Reconstruction Amendments and acts, Congress opened previously 

closed doors that afforded former slaves and their families the opportunity to own homes, 

start businesses, and even run for and hold public office.115  These legislative efforts are 

important in the history of noting the gap in wealth between African American and white 

Americans because for a brief moment in time (the post-Civil War Reconstruction era), it 

would appear that both races of citizens would have an equal opportunity to accumulate 
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wealth in the form of wages for employment and the purchase of land.  This equal 

opportunity would be short-lived and soon Reconstruction as a whole fell apart, affecting 

the ability of African Americans to maintain economic security as equal citizens for 

multiple generations to come. 

Reconstruction’s end: Jim Crow’s control over assets and income 

This concentration of economic power in the form of land ownership soon gave 

way to controlling political power and completely changed the face of Reconstruction.  

Southern states began adopting “Black Codes” to restrict freed African Americans’ 

ability to earn a living however they chose.  For example, in South Carolina, legislation 

made it illegal for African Americans to work as anything other than a farmer or servant 

unless they paid an annual tax.116  In many localities, they also had to work for a white 

employer—for low pay—which prohibited them from starting their own businesses as 

entrepreneurs.117  These codes breathed new life into the plantation atmosphere that had 

kept many African Americans from being free to determine their own economic outlook. 

The laws that were passed limiting African-American workers’ economic 

mobility were three-fold.  First, laborers were required to sign year-long contracts with an 

employer and were barred from seeking employment elsewhere during the time the 

duration of these contracts in what were known as “enticement laws”.118  Enticement 

laws made it a crime for an employer to recruit and offer higher wages to a laborer who 

was already under contract with someone else.119  Second, vagrancy laws limited a 
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workers ability to hunt for a job for too long without being considered “idle.”120  With 

these laws, an African-American worker had to take whatever job was readily and 

quickly available.  Thirdly, there were laws to prevent workers from moving to different 

cities for better job prospects.  Following the Civil War and until the Great Migration that 

occurred between world wars I and II, many African Americans had been moving north, 

but with “emigrant-agent laws,” any employer found to be advertising for jobs outside the 

local job market had to pay hefty fines of $100-$5,000 or even serve hard labor.121  As a 

result, many African-American laborers were stuck in low-wage jobs that were in close 

proximity as opposed to traveling to find higher-paying employment. 

Additionally, in 1872, Congress terminated the Freedmen’s Bureau due to 

pressure from southern whites.122  Later, with the Compromise of 1877, Southern 

Democrats agreed to respect the civil rights that had been given to African-American 

citizens if the Republicans agreed to withdraw federal troops that had been in the South 

since the war ended.123  Segregation slowly made its way into American life thereafter 

when this promise was not upheld and southern African Americans lost their right to vote 

and much of the property they had acquired.124  The United States Supreme Court then 

repealed the Civil Rights Act passed in 1866 and all of the strides that former African-

American slaves had made were literally taken away from them as many lost their homes 
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and land.  After President Lincoln’s assassination, President Andrew Johnson voided land 

transfers to African Americans and returned them to wealthy whites.125 

Segregation became the literal law of the land in 1896 with the Plessy v. Ferguson 

case that was upheld by the Supreme Court.126  This case, originally tried in the Criminal 

Court for New Orleans, involved Homer Plessy, an African-American man who refused 

to sit in the “colored” rail car in 1892.  The ruling judge in the New Orleans court, John 

Ferguson upheld a new Louisiana state law that allowed public transportation to be 

segregated by race, despite being in direct conflict with the Thirteenth and Fourteenth 

Amendments.127  Rail car segregation was important to working- and middle-class white 

southerners, many of whom resented seeing a burgeoning middle-class of former slaves 

buying first-class train tickets.128  When upheld by the U.S. Supreme Court, this practice 

of separate spheres for the races expanded from train cars to separate education, almost 

all public spaces, and even employment opportunities. 

 The codification of “legalized inequality” in the form of Jim Crow began in the 

late 1800s, but it remained strong through the mid-20th Century—the time period that the 

Baby Boomers’ parents attained much of their wealth.  Black Codes were colloquially 

known as “Jim Crow” laws named after the character of a minstrel show mocking 

African Americans.129  This code of rules strictly defined separate spheres for white and 
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African Americans and ultimately created an impenetrable gap in wealth accumulation 

for African-American families.130  Jim Crow adversely affected African Americans 

professionally as certain jobs were closed to them and they were often relegated to menial 

jobs.131 

While professional and skilled jobs were considered “white jobs,” “Negro jobs” 

often consisted of menial manual labor that was low-paying and trapped African-

Americans in debt with little hope of accumulating wealth.132  The 1930s, well after the 

abolition of slavery, saw 75 percent of African Americans living in the South mostly as 

sharecroppers or day laborers.133  The United States Employment Services, established to 

find jobs for the unemployed, often placed African Americans in these jobs as opposed to 

more-skilled positions.  In addition to paying very little, another consequence of being 

assigned to this level of work was that these jobs were susceptible to mechanization and 

workers were often displaced due to technological advances.  For example, once cotton-

picking machines became more prevalent, farmers fired and evicted African-American 

workers and hired white machine operators to replace them.134 

The New Deal, meant to lift the entire nation out of the poverty of the Great 

Depression by providing access to steady jobs and economic safety nets for the poor, 

actually negatively affected African-American families overall.  In order to pass this 
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legislation, Southern congressmen petitioned for agricultural and domestic workers to be 

left out of receiving benefits of the Social Security Act of 1935.  Instead, they left these 

African-American workers on social-assistance (welfare) programs that were a part of the 

Unemployment Relief Act passed two years earlier in 1933.135  Because most African-

American workers at this time belonged in either of these occupations, many families 

were kept out of the employer/employee contribution based system of financial savings 

and instead became a part of a system in which they relied on state and local government 

aid.136 

Another eventual consequence of the New Deal at the expense of African-

American agricultural workers was that many of them lost their low-paying farm jobs and 

had to search for work.  The Agricultural Adjustment Act (AAA) encouraged farmers to 

restrict crop production in an attempt to raise values by creating scarcity.137  This left 

many sharecroppers and tenant farmers unemployed.138  While white landowners were 

supposed to share their federal subsidies with their tenants, most did not and a mass 

exodus of southern African-American workers migrated north in search of work.  During 

the Great Migration, which actually began before the New Deal, right after World War I, 

millions of African Americans left the South, desperate to leave debt peonage and 

racially discriminatory labor practices behind.  Five million African Americans left for 

the North between 1940 and 1970 alone, three times as many that had left in the early 

years of the Migration.139 
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African Americans did not find the smooth transition to economic prosperity that 

they had hoped for in northern cities.  Northern employers favored European immigrants 

for skilled and semi-skilled industrial jobs, often pitting African-American and European 

immigrants against one another to keep wages down.140  Despite African Americans 

having similar skill levels to their European immigrant counterparts, industrial employers 

would mostly only hire African-American workers either as strikebreakers (during white 

worker protests) or to alleviate labor shortages during world wars I and II.141 

In addition to being excluded from higher skilled industrial jobs, African 

Americans were also banned from many unions that advocated on behalf of workers for 

higher wages.142  The American Federation of Labor (AFL) that granted charters to 

unions, would not fully recognize predominantly African-American unions (such as the 

Brotherhood of Sleeping Car Porters) until 1936.143  The more progressive Congress of 

Industrial Organizations (CIO) founded in 1935, had included African-American unions 

as members, but by the time it merged with the AFL in 1955, the CIO had scaled back its 

efforts for racial equality.144  Because they had no political or economic voice, not 

belonging to unions had dire consequences.  For example, African Americans were 

banned from employment training programs that could help them move up in industrial 

jobs.  Even well into the 1960s, the United Steelworkers of America pressured companies 

not to promote African-American workers to skilled positions and as a result, their 
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participation in the coveted steel industry declined even during a booming war economy 

from 41 percent in 1940 to 38 percent by war’s end in 1945.145 

 Despite private industry’s widespread and continued discriminatory practices, 

from the federal level, minor strides were made to actually include African Americans in 

the New Deal policies and the subsequent war economy.  African Americans were able to 

find employment as economists, engineers, office managers, and libraries of the various 

New Deal agency offices and as a result, over 100 African Americans were appointed to 

administrative positions.146  During the war, President Franklin D. Roosevelt’s Executive 

Order 8802, passed in June of 1941, specified that all departments of the United States 

government related to defense would be “administered without discrimination because of 

race, creed, color, or national origin.”147 

As for obtaining professional occupations in the private sector that could help 

African Americans attain a measure of wealth, that hope was all but futile.  Just how 

much the skewed system of Jim Crow affected one’s career aspirations is exposed in a 

study of African Americans who attempted to become Certified Public Accountants 

(CPAs) in the early to mid-1900s and the barriers they faced.148  One barrier was that of 

obtaining the education necessary to complete the undergraduate coursework for the field 

because so many universities did not allow African-American students.  If the students 

were able to secure an education in the field, a second obstacle they faced was to find a 
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CPA firm willing to allow them to complete the three-year working apprenticeship 

required to receive final certification as a CPA.  Because there were hardly any (or only 

10 be exact) African-American CPAs in the United States by the 1960s, many African 

Americans were rejected for apprenticeships and forced to leave the field, often taking 

lower-paying, unrelated jobs to support themselves.149 

 It is important to refer back to an earlier point about the gap in income inequality 

and the lag in African-American to white incomes here.  As stated prior, the 1947 median 

household income level for African-American workers was about half that of white 

workers ($13,106 to $25,635).  This income disparity came on the heels of World War II 

that decreased poverty for everyone except African Americans as the poverty rate for 

them remained high.  This was especially true in the Jim Crow South were 80 percent of 

African Americans were in poverty during the booming war economy.150  Only in 1964, 

had African-American workers finally caught up to white Americans’ 1947 level of 

household income because they were being shepherded into menial positions by job 

placement programs and blacklisted from skilled and professional jobs.  Looking at the 

plight of African-American CPAs and in other professions, it is easy to see why these 

stark income gaps existed. 

Segregated education: ensuring limited economic opportunities 

 In addition to unequal opportunities in employment, African Americans were also 

subject to inferior education to prepare them for the workforce.  These educational 

inequities lasted until deep into the 20th Century, further cementing generations in low-

skill, low-paying jobs that afforded them little opportunity to obtain careers that could 
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help them gain and maintain middle-class incomes and ultimately a measure of wealth to 

forward on to their progeny.  From the 1896 Plessy v. Ferguson case that legalized 

separate but equal public facilities, African-American children had been subjected to 

school buildings that were often dilapidated and educational materials that were 

discarded and outdated.  Even in instances where facilities for African-American students 

may have been comparable to those for white students, it was argued that separate 

schools deprived African-American children of equal education opportunities causing 

feelings of inferiority and condemning them to a life of poverty.151 

 Data shows that racial wealth and income gaps remain even when controlled for 

education, proving that a lack of education on the part of African Americans cannot 

necessarily be blamed on why they own and earn less than white Americans.  However, it 

should not be assumed that similar educational attainment has always been easily 

accessible.  Jim Crow was entrenched in primary, secondary, and post-secondary schools 

in America until the late 1960s, despite Brown vs. the Board of Education of Topeka, 

Kansas calling for an end to “separate but equal” schools by the U.S. Supreme Court on 

May 17, 1954.152  Schools for African-American students—or Negro schools as they 

were called at the time—received less financial support from the government, leading to 

many facilities that were of inferior quality, oftentimes with heating and plumbing 

issues.153 
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 Brown ruled that separate school systems were “inherently unequal” even if the 

African-American schools were not dilapidated.154  For starters, segregated schools 

ultimately affected the achievement levels of African Americans both economically and 

academically.  In addition to African-American schools being given less financial support 

than white schools, African-American teachers were paid less than white teachers.155  

Coming from schools with out-dated textbooks and being barred from attending most 

universities left many students often ill-equipped to be competitive for jobs that did not 

require manual labor. 

 The Brown decision also stressed that separate systems caused an inferiority 

complex among African-American children.  In 1940, Dr. Kenneth Clark’s doll test, 

where small children chose white dolls as “good” and black dolls as “bad” further 

emphasized this point.156  Even teachers who taught African-American children after 

integration noted the emotional effects of segregation that impeded the learning process.  

In Dahlia, Mississippi, in the 1960s, a white teacher spoke of how she was taught never 

to stand close to or to look “negroes” in the eyes and vice-versa, and the dilemma it 

caused in trying to do her job as an educator.  She said,  

“Now how are you going to teach somebody like that, with both of us looking on 
the ground and [standing] far apart? Particularly a little child.  So I had to 
gradually work myself to get close to them and then tell them to hold their head 
up and look at me…I had to convince them that I wasn’t going to kill them and 
that they weren’t going to melt because they looked at me”.157 
 

 The main antagonists of school integration were middle-class whites, even more 

so than working-class.  Similar to the situation with rail cars, racist, middle-class white 
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Americans felt that integration would interfere with their status and upward mobility 

threaten their superiority once African-American children “mingled”—and possibly 

excelled academically—alongside their children in school.158  Allowing African 

Americans access to equal education would hence allow them the opportunity to obtain 

better incomes as professionals and to accumulate more wealth as property owners.159  

The “out-of-sight, out-of-mind” technique employed by working- and middle-class white 

Americans regarding middle-class African Americans in the days of Plessy vs. Ferguson 

was coming to an end. 

 Even after Brown was passed, many schools all over the South would not comply 

with federal law and integrate for over a decade, taking the “all deliberate speed” order 

very literally.  In Virginia, Governor Faubus instituted “Massive Resistance,” threatening 

to close down any schools that integrated.160  In Charlottesville, Virginia, Venable 

Elementary and Lane High schools were closed for the entire 1957-1958 school year as a 

result, affecting over 1,700 students.161  White parents set up “basement schools” for their 

children in response, and in fall of 1959, when the school board ordered the schools to 

reopen, the Charlottesville Education Foundation established “private” segregated 

schools to keep white children from having to attend the integrated schools.162  In a more 

memorable case in Little Rock, Arkansas, when nine African-American students 

attempted to integrate Central High School, they were met with such vehement 

                                                 
158 Pete Daniel, Lost Revolutions: The South in the 1950s (Chapel Hill: University of North Carolina Press, 
2000), 179. 
159 Daniel, Lost Revolutions, 193. 
160 Kara Miles Turner, “Both Victors and Victims: Prince Edward County, Virginia, the NAACP, and 
Brown,” Virginia Law Review 90 (2004): 1667. 
161 Paul M. Gaston and Thomas T. Hammond, “Public School Desegregation: Charlottesville, Virginia, 
1955-62” in Gonna Sit at the Welcome Table, ed. Julian Bond and Andrew Lewis (Mason, OH: Thomas 
Learning Custom Publishing, 2002), 244. 
162 Gaston and Hammond, “Public School Desegregation,” 248. 



36 
 

opposition that President Eisenhower ordered over 10,000 paratroopers and National 

Guardsmen to suppress the angry mob of white students and parents outside the school.163  

Eventually, in both situations, the inevitable integration was accomplished. 

 A more severe case of Massive Resistance occurred in Prince Edward County, 

Virginia.  Once it became clear that the U.S. Supreme Court would call for an end to the 

“all deliberate speed” timetable and force school integration, the Prince Edward County 

Board of Supervisors no longer provided for public school operations in its budget, 

effectively closing all county public schools for the four academic years between 1959 

and 1964.164  The Prince Edward Educational Corporation raised funds to underwrite 

teachers’ salaries to open private schools for white children, but 1,700 African-American 

children were not allowed to attend these schools.165  These African-American students 

(referred to as “the lost generation”) suffered academic, emotional, and ultimately 

economic repercussions as a result of four years of closed schools.  A year after the 

schools reopened in 1965, these students’ median test scores were in the “mentally 

defective” testing range, affecting their eligibility for already limited job prospects.166  

Interviewed in the 1990s as adults and parents, former students recalled dropping out of 

school as sixth-graders because they only had a first-grader’s education level, being 

unable to help their own children with their homework, and not applying for college 

because of fear how far they may be behind other students.167 

 Racism during the segregation and early integration era affected African-

American families as a whole, not just the students in school.  In Mississippi, African-
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American children were often forced to leave school for weeks at a time during 

harvesting season to help their tenant farming families work in the fields.168  Planters 

threatened to evict tenant families and “people’s relatives [lost] jobs in retaliation against 

those who simply sent their children to school”.169  Placing cotton-picking before 

education has had lasting effects on generations of African-American Mississippians 

decades after the end of de jure segregation.  For example, in Tallatchie, Mississippi, 

adult illiteracy remains high.  Never needing to read in order to pick cotton, these pickers 

have now been displaced by machines and white machine operators, leaving many 

African Americans unemployed, with no skills, and in dire poverty.170  This high poverty 

does not appear to be ending any time soon as the Tallatchie school system, 

predominantly African American, has consistently been on academic probation from 

years of low test scores and in danger of being taken over by the State.171 

 While Tallatchie, Mississippi may be an extreme case showing the absolute worst 

economic/academic outcomes of segregated education in America, a more common 

source of evidence can be seen in another way.  Only 10 percent of undergraduate 

African-American students who began college in 2009 have parents who have a 

Bachelor’s Degree, which leads to the conclusion that most all of them are first-

generation college students.172  For white college students on the other hand, 68 percent 
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of their parents possess Bachelor’s Degrees.173  This shows that two whole generations 

after Brown integrated public (and post-secondary) schools, and despite having 

historically black colleges and universities since the Freedmen’s Bureau days during 

Reconstruction, African Americans are still struggling to create a broad legacy of higher 

education attainment.  Looking at the Prince Edward County case above, it stands to 

reason that these former students, today in their 50s and 60s, are now some of the parents 

of these college-aged African-American young adults. 

 While being forced into low-paying jobs with little hope for advancement may 

have been the precedent for the racial income gap (although working for no 

compensation as slaves is the most blatant income gap of all), the asset gap can also trace 

part of its roots back to the New Deal era.  As previously stated, the parents of the Baby 

Boom generation benefited from policies that helped white families accumulate assets 

while leaving most all African-American families out.  The Federal Housing 

Administration (FHA) was created in 1934 in response to foreclosures during the Great 

Depression and began underwriting home mortgages at this time.174  The FHA helped 

tens of thousands of families either keep or purchase homes—an important family asset. 

 Because the federal government would only insure mortgages that were 

“economically sound,” banks refused African-American families these mortgages.175  

Economically “unsound” neighborhoods were ones that were concentrated with African-

American families, but they could also be neighborhoods that were integrated.  Banks 

would draw a red line on maps to outline the areas to avoid providing mortgage loans in a 

                                                 
173 U.S. Department of Education, National Center for Education Statistics. 
174 Katz, “Reframing the Underclass Debate,” 68. 
175 Quadagno, “Unfinished Democracy,” 79. 



39 
 

process called “redlining”.176  The FHA encouraged neighborhoods to adopt “restrictive 

covenants” banning African Americans from moving there so these all-white 

communities could remain eligible for mortgages.177  As a result, of the $120 billion 

worth of suburban homes constructed by the FHA and Veterans Administration for 

returning World War II vets, 98 percent of those new homes (new family assets) were 

owned by white families and their Baby Boomer children.178  With capital being pumped 

into the white suburbs, droves of job-seeking African Americans who had migrated from 

the South became confined to under-resourced cities where poverty spread easily.179 

 To look at the discriminatory employment and housing policies solely as causes 

of a lack of income and assets while not noting their effect on the spread of poverty is 

naïve.  As already outlined statistically, poverty, like wealth, is generally transferred from 

generation to generation.  Just as white Baby Boomers are inheriting the wealth their 

parents gained during the Jim Crow era of the United States’ not-so-distant past, the 

African-American progeny of those from that same era are reaping the consequences of a 

decades-long system of blockages to economic prosperity.  This system forced most 

African-American families into debt, asset poverty, and arguably, even dependence on 

governmental aid (by banning them from Social Security and forcing them in Social 

Services programs).  From forced servitude in the form of slavery to forced menial, low-

paying occupations in the 20th Century, and from the confiscation of land acquired from 

the Freedman’s Bureau to redlining efforts of banks denying African Americans the right 
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(and ability) to buy property in certain neighborhoods until the 1960s, the pattern has 

repeated itself throughout much of American history.  Many modern-day explanations of 

poverty do not even acknowledge these facts and give other reasons for why the poor are 

poor. 

TRANSFERABLE ASSETS, TRANSFERABLE POVERTY 

 Viewing historical factors that have led to a lack of assets for many African-

American families is important because it provides concrete evidence that poverty, much 

like wealth, is transferable across generations.  In The Hidden Cost of Being African 

American, Dr. Thomas Shapiro explains that “most Americans survive on their incomes 

while assets feed dreams of a better life, offer hope for the future, and are the key 

resources for launching upward mobility.”180  Because assets generally appreciate in 

value, or acquire interest in the case of liquid assets, they can be reliable when income is 

not (as has been seen with the most-recent economic downturn) and provide both 

physical and emotional security that lead to more flexible decision-making related to 

career options and purchases.  In contrast to providing opportunities, poverty on the other 

hand causes a certain level of social exclusion from opportunity and from mainstream 

society. 

 The opportunities transferred by assets are multiple.  For starters, a family can tap 

into wealth reserves to pay for the education of children or even pay off their children’s 

education debts.  A lack of education debt can be viewed as yet another asset because it is 

not a liability that a young adult will have at the beginning of his or her working 

career.181  Furthermore, better educated children have access to higher-paying career 
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options that will afford them the opportunity to accumulate their own reserves of wealth 

that can eventually pay for their own children’s education.  When a legacy of education is 

cultivated, it becomes a multi-generational expectation, unlike in the case of the Massive 

Resistance students who lamented not feeling equipped to pursue higher education and 

help their children do the same.  In addition to providing education, assets provide other 

opportunities.  As mentioned above, they offer the chance to provide assistance to 

children in their own asset accumulation in the form of home purchases or 

entrepreneurial ventures.  Unfortunately, as outlined earlier, no matter how high African 

Americans climb in education and even income, they accumulate few assets compared to 

white Americans because most wealth is perpetuated from one generation to the next.182 

 On the contrary, poverty which is also transferable causes an exclusion from the 

opportunities that having assets creates, a repeated occurrence studied by British 

sociologist Peter Townsend.  In 1979, Townsend published a study revealing that when 

those in poverty have resources below the average individual or family, they are 

“excluded from ordinary living patterns, customs, and activities.”183  One such “ordinary 

living pattern” is that of higher education for young adults.  For the poor, a legacy of 

higher educational attainment is more difficult to build whereas for those with some 

measure of wealth it is often viewed as a customary rite of passage.  Thus, many low-

income and African-American students are often first-generation college students who 

face more financial and even emotional struggles than wealthier, second- or third-

generation students.  Twenty-five percent of low-income, first-generation college 

students leave school after their first year—a rate that is four times that of higher-income, 
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second-generation students.184  Of those who make it past their first year, eighty-nine 

percent leave college within six years without graduating and cite financial difficulties 

and “not fitting in” among their reasons for not finishing their degree.185  These 

insecurities may then be passed onto their children who will begin the first-generation 

cycle all over again.  Since about 90 percent of African-American college students are 

first-generation, this is an all too common story for them. 

 Poverty also excludes those caught up in it from security experienced by those 

with assets.  With no reserve of liquid wealth accessible when income is unreliable, those 

in poverty often rely on loans for emergencies and even for everyday expenses.  Many 

times these loans are predatory in nature, with high interest rates that trap the 

impoverished further into debt.  For example, because many of the poor are “unbanked” 

individuals—meaning they do not even have checking or savings accounts at mainstream 

banking institutions as those with assets have—they often resort to payday loans with 

interest rates that average upward of 400 percent in many instances to access quick, 

short-term cash.186  To receive these loans (that are typically only $500 for about a 

month’s term), a borrower must promise to repay a lender on his or her next payday.  

However, because the recipient is already financially insecure and because the loans 

include such high interest rates and fees, 80 to 90 percent of borrowers return to the 

lender after paying off their previous loan.187  In some locations, payday lending 

institutions have been estimated to be eight-times more prevalent in African-American 
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and Latino neighborhoods than in predominantly white neighborhoods, arguably because 

these communities are more likely to be low-income; however, even after controlling for 

income, payday lenders are twice more likely to exist in minority than white 

neighborhoods.188  In poor communities, a further consequence of this is that no model of 

financial literacy and competency is passed on (transferred) to children, but a model of 

perpetual debt and uncertainty is, a main reason why the poor remain so for multiple 

generations. 

WAR ON POVERTY 

 Since poverty excludes the poor from the mainstream social customs, it would 

seem that the logical solution would be to find ways to include those in poverty into 

“ordinary living patterns, customs, and activities.”  The War on Poverty attempted to end 

this exclusion with the creation of more job opportunities.  In his 1964 State of the Union 

Address, President Lyndon Johnson said, “Very often a lack of jobs and money is not the 

cause of poverty, but the symptom.  The cause may lie deeper in our failure to give our 

fellow citizens a fair chance to develop their own capacities, in a lack of education and 

training.”189  In response to constant inequality and growing poverty rates, President 

Johnson proposed the establishment of an Office of Equal Opportunity (OEO).  The OEO 

was a part of Johnson’s War on Poverty initiative that was outlined in the Economic 

Opportunity Act of 1964.  This act was aimed at the “causes, not just the consequences of 

poverty” by providing job opportunities for youth and the unemployed and providing 
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assistance to needy families.190  From this initiative also came the federal measurements 

to gauge the rates of poverty. 

 President Johnson said that the goal of this War on Poverty was to “provide a 

lever with which we can begin to open the door to opportunity for those who have been 

kept outside,” and initially the initiative did just that and had successes in moving people 

out of poverty and economic isolation.191  The aforementioned OEO opened up avenues 

for African Americans to work in governmental offices after they had been banned from 

private industries.192  The War on Poverty also increased access to Social Security 

benefits, another form of discrimination that African Americans faced.193  The blind, 

disabled, and elderly—other persons marginalized in the economy and condemned to 

poverty—also benefited from Supplemental Social Security.  Overall, the War on Poverty 

extended access to health care, housing, education, and job training—all areas that 

worked against African Americans to exclude them from society.194  Almost a decade 

after the War on Poverty began, the national poverty rate fell from 20 percent in 1964 to 

just over 11 percent by 1973.195 

HOW AMERICA RANKS 

A criticism of anti-poverty programs blames an “underclass” of the impoverished 

for taking advantage of the programs listed above and uses statistics related to the 

growing number of single mothers, specifically African-American single mothers, who 
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dominate poverty rolls in the United States.196  However, high levels of single parenthood 

are not specific to mothers in the U.S., nor are these the only families experiencing 

poverty.  Sweden has an out-of-wedlock birth rate comparable to the U.S., but these 

mothers do not experience the poverty that those in the U.S. do.197  Swedish single 

mothers experience low levels of poverty thanks to labor market policies that provide 

decent wages for work and social policies that provide more assistance for them and their 

children—methods that have even been known to dramatically reduce single mothers’ 

poverty rates in the U.S.198  Despite receiving this aid, the underclass discourse regarding 

these Swedish women (and the noticeably absent men who have fathered their children) 

does not exist.  Furthermore, while single mothers are more likely to be in poverty than 

families with two parents, African-American families in general are experiencing faster 

rates of economic decline, whether they are single- or two-parent households.199 

 Sweden is not the only nation to shed light on the inconsistencies of American 

economic discourses.  A more equal income distribution is seen in the Japanese economy.  

Of all advanced nations, Japan has an economy that is more evenly distributed between 

wealthy employers and the working class-level employees.200  This equality is 

accomplished by increasing gross incomes (before taxes and benefits) of the working-

class proportionate to those at the top-levels of companies, leaving less need for 
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redistribution.201  On the contrary, Sweden, which also has a more even scale of incomes 

between the top and bottom workers, uses a redistributionist method of proportionate 

taxes for the wealthy and benefits for the poor.202 

Japan also has notably higher levels of health and lower levels of crime and 

violence in this more economically egalitarian society compared to the U.S.  These facts 

could be viewed as anomalous and unrelated to Japan’s income parity, except that this 

trend, much like the racial wealth and income gaps in the America, is one that is 

consistent among nations that do not have such drastic gaps.  Of the world’s 23 richest 

nations, Japan is at the top of the list in income equality with the wealthiest 20 percent 

possessing less than four times that of the bottom 20 percent.203  The U.S. ranks 22nd out 

of 23 in income equality, as the wealthiest 20 percent are almost nine times richer than 

the bottom 20 percent.204 

The U.S. also has almost the lowest life expectancy for wealthy nations at 76 

years old.205  By comparison, Japan’s citizens have an average life span of about 81 years 

old, the best in the world.206  Over 25 percent of the U.S. population also lives with 

mental illness compared to less than 10 percent in Japan.207  Likewise, Sweden ranks 

fourth out of 23 nations in income equality and also has a longer life expectancy than the 

U.S. at over 80 years old.208  Perhaps a more frightening statistic is that a disproportionate 

number of American deaths are due to homicide.  According to the United Nations 

Surveys on Crime Trends and the Operations of Criminal Justice Systems, the U.S. is at 
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the top of the list all other wealthy nations with a homicide rate at 64 million, well above 

more income equal nations of Japan (5.2 million) and the United Kingdom (15 

million).209 

Comparing the United States to other nations in health and social safety outcomes 

reveals a disturbing fact, one that was touched on earlier—that of social mobility.  Social 

mobility is difficult to measure in because it requires longitudinal data following the 

same persons/families for decades, but has been tracked in eight wealthy democratic 

nations—Canada, Denmark, Finland, Germany, Norway, Sweden, the United Kingdom, 

and the United States.210  As has already been noted, America is a land of low social 

mobility children of wealthier families have an easier time maintaining wealth through 

generations than poor children have of accumulating wealth and changing their economic 

outlook as adults, a fact that is exacerbated by race.  Compared to other nations’ social 

mobility date, the United States is not the land of opportunity in the world.  The U.S. 

ranks last in social mobility among other wealthy democracies and has even been rapidly 

declining even further since 1980.211 

CONCLUSION 

For a nation that has been built on the premise of being “the land of opportunity,” 

the United States’ rank in quality of life measurements—health, safety, education and 

economic opportunities—is quite disheartening in relation to other well-developed 

democracies.  Undoubtedly, immigrants have come to America from less developed 

nations all over the world to make a better life for themselves and their families, and 

many are still clamoring to do so.  However, the patriotic argument that is often used to 
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compare how much more opportunity lies in America versus more volatile nations (that 

do not have over 230 years of experience as a democracy), is not an argument that 

conceals the persistent inequities that have remained throughout American history, but 

only unveils them. 

 The most striking element about the inequities we see today at the height of a 

discourse on American worldwide “exceptionalism” is that they mirror inequality from 

the earliest days of the United States.  While major accomplishments have been made—

albeit only within the last two generations—to end political, educational, employment, 

and social segregation on the basis of race, some of the same problems African 

Americans faced during these periods of “legalized” second-class citizenship still exist.  

Well after the enforcement of equal employment practices, African Americans are 

compensated cents on the dollar compared to white Americans much in the same way 

they were when being shepherded into menial labor positions and barred from white-

collar professions.  Additionally, although the Brown decision has made segregated 

schooling a thing of the past, and thus supposedly lessened the chances that African-

American students will receive an inferior education, in locations such as Tallatchie, 

Mississippi, they are still fighting the illiteracy and lack of skills that came from 

generations of the inaccessible school system faced by the current students’ parents and 

grandparents.  Even if these students do attain the education they are supposed to pursue 

to be competitive in a new “knowledge economy,” they are rewarded with salaries that 

are less than equally qualified white employees.   

 This gap in compensation by race can only partially explain the gap in wealth as it 

would follow that the less you earn, the less you can save.  However, the fact that the 
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ever-expanding wealth gap is 30 times wider than the narrowing income gap, and much 

narrower between younger white and African Americans, exposes that much of the 

wealth in this country was obtained during a steeply skewed system that rewarded some 

and penalized others based on race.  The white children born in Baby Boomer generation 

are reaping the wealth rewards of a Jim Crow economic system that not only allowed 

their parents and grandparents to earn more, but also to obtain assets much more easily 

than African-American boomers.  While redlining may no longer be a publicly endorsed 

practice making it more difficult for African Americans to obtain financing for homes, 

they are now disproportionately targeted with predatory, subprime loans with high 

interest rates, making them much more susceptible to foreclosure and losing the main 

asset these families have.212 

Difficulty in obtaining assets coupled with the ease of losing them makes for quite 

a task for African-American families that would like to secure the financial futures of 

their children.  Coming from families that, through inferior education and/or being 

blocked from higher-paying jobs, were not as likely to accumulate wealth, they are now 

less likely to have family assets to pass along to their children.  More than disparities in 

income, inherited wealth accounts for so much of the wealth gap that when it is taken out 

of the picture, the gap is almost nonexistent. 

 Although family assets are not as commonly transferable for African Americans, 

poverty is.  Disproportionately occupying poverty rolls that are growing for both races, 

African-American children born poor will most likely stay that way, and then pass that 

unfortunate trait on to their children.  Discourses on poverty offer various solutions 
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regarding more inclusion in the paid workforce and redistributing resources to help 

alleviate financial shortfalls, but other discourses blame the poor themselves for taking 

unfair advantage of benefits instead of contributing to their own economic futures by 

working more.  However, that last point can be traced all the way back to the 

segregationist custom of banning African-American laborers and domestics from wage-

contribution Social Security and corralling them onto social welfare programs instead. 

 African Americans are constantly fighting an economic current that spans 

multiple generations over time.  To view today’s gaps solely in terms of unequal pay 

ignores that fact.  The causes of these economic disparities cannot be solely blamed on 

lower minority educational attainment, and thus lower-paying jobs.  Even when adjusting 

for similar income and education levels, white Americans still have more net worth and 

earn higher wages.  The conclusion must then be made that our current wealth inequities 

are due to a largely unaddressed past that continues to allow those who benefited 

financially from a skewed system during the booming periods of our nation’s economic 

history to be able to, for the most part, maintain a level of financial security, while those 

born into historically marginalized, low-earning families have been mostly unable to 

improve their financial outlook in any meaningful way.  The result is a society that is not 

as economically mobile as it has been claimed. 
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TABLES AND CHARTS 
 

 

Table I  

Average Wealth by Race  

 
Year  African Americans   White Americans  AA/White Ratio 
1983  $53,500  $269,900  18.8% 
1992    57,400    309,000  16.8 
2001    66,300    465,800  14.2 
2007  80,000  483,000  16.6 
 
Source: State of Working America 2004/2005, State of Working America 2008/2009, and Economic Policy 
Institute Analysis of Survey of Consumer Finances and Flow of Funds Data 
 
Average wealth for African Americans has been substantially lower than for white Americans, equaling 
only about 14 to 18 percent of white wealth.  The gap in average wealth is also getting wider as time goes 
on. 
 
 
 
 
 
 

Table II  

Percentage of Net Worth by Asset (In 2009) 

 

Asset  African Americans  White Americans 
  2005 2009  2005 2009 
Home equity  59% 56%  44% 38% 
Stocks/mutual funds  2 5  8 16 
IRA and Keogh accounts  5 6  9 10 
 
Source: Pew Research Center Social and Demographic Trends 
 
Most of African Americans’ wealth is tied to their homes, while white Americans have a more diversified 
wealth portfolio.   
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Table III 

Decline in Net Worth During The Recession (2005-2009) 

 

  2005  2009  Percentage change 
African Americans  $12,124  $5,677  53% decrease 
White Americans  134,992   113,149  16% decrease 
 
Source: Pew Research Center Social and Demographic Trends 
 
Because most of African-American wealth is tied to homeownership, African Americans were more 
vulnerable during the recent recession caused in large part by the housing crisis. 

 

 

 

 

Table IV 

Median Financial Wealth 

 
  1983  2004  Increase 

African Americans  $0  $300  $300 
White Americans  $23,100  36,100  13,000 
 
Source: State of Working America 2008/2009 (Economic Policy Institute) 
 
African Americans have seen very small increases in financial wealth (i.e. assets easily accessible in case 
of an emergency). 
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Income Gap versus Wealth Gap 
 
 
 
Chart 1      Chart 2 

 

 
Source: State of Working America 2008/2009 (Economic Policy Institute) 
 
The wealth gap is much wider than the income gap.  African Americans earn only 62 cents to every dollar 
that white Americans earn, but hold only two cents of wealth to every dollar that white Americans own. 
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Table V 

Median Family Income by Race/Ethnicity 

 

Year  White American  African American  
1947  $25,635  $13,106  
1967  44,693  26,461  
1989  58,083  32,628  
2007  64,427  40,143  
 
Source: State of Working America 2008/2009 (Economic Policy Institute) 
 
The gap in income is expanding between white and African Americans, showing that African-Americans’ 
incomes are growing extremely slow.  What was a 20-year lag in income for African Americans in 1967 is 
now a 40-year lag in income. 
 
 
 
 
 

Wealth by Income Level 

 
Table VI  

Net worth by income as a % of the FPL and Race 
 

Income class  White American  African American  AA/W Ratio 
Impoverished  $3,650  $0  0.00% 
Working poor  18,800  762  0.04 
Middle class  85,390  27,724  0.32 
High income  244,000  115,875  0.47 
 
Source: Racial Wealth Disparity in North Carolina (2010) 
 
 
 

Table VII 

Total wealth by income as a % of the FPL and Race 
 

Income class White American African American  AA/W Ratio 
Impoverished $8,000 $0  0.00% 
Working poor 24,460 2,450  0.10 
Middle class 93,200 35,300  0.38 
High income 254,000 128,895  0.51 
 
Source: Racial Wealth Disparity in North Carolina (2010) 
 
Not only can the wealth gap between white and African Americans be seen at similar income levels, 
impoverished white Americans have a greater net worth and more total wealth than working poor African 
Americans an income level above them. 
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Poverty 

 
Table VIII 

Poverty Levels and Wages 
 

 White American  African American 
Persons Living in Poverty 9%  26% 
Earning Poverty Wages 25  35 
 
Source: State of Working America 2008/2009 (Economic Policy Institute) 
 
 

Table IX 

Historical Poverty Levels by Race 
 
Year White American  African American 
1959 18%  54.6% 
1966 11.8  41.4 
1973 7.5  31.4 
2010 9  26 
 
Source: U.S. Census Bureau 
 
 
 

Table X 

Poverty using SPM 2009-2010 
 
Year White American  African American  Total in poverty 
2009 13.7%  23.4%  46.5 million 
2010 14.3  25.4  49.1 million 
 
Source: U.S. Census Bureau – Supplemental Poverty Measure 2010 
 
Using the Supplemental Poverty Measure, the number of people in poverty has increased for both races, 
even a year after the official end of the recession. 
 
 

Table XI 

Child Poverty 
 
Year White American  African American  Total in poverty 
2009 15.7%  36.3%  14,656,962 
2010 17  38.2  15,749,129 
 
Source: U.S. Census Bureau - American Community Survey 
 
Child poverty is not only disproportionate, but is increasing for both races.  Between 2009 and 2010, an 
additional 1,092,167 children fell below the poverty line. 
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Economic Mobility 

 
Table XII 

Upward Economic Mobility 
 
 White Americans  African Americans 
Likely to stay in poverty 32.3%  63% 
Likely to move to top income 14.2  3.6 
 
 
Source: State of Working America 2008/2009 (Economic Policy Institute) 
 
Upward economic mobility is difficult for children born in poverty, particularly for African-American 
children. 
 
 
 
 
 
 
 
 

Table XIII 

Downward Economic Mobility 
 

 White Americans  African Americans 
Likely to drop out of middle-class as 
adults 

25%  37% 

Income rank 20+ percentiles below 
parents’ 

24  34 

Real Income 20+ percentiles below 
parents’ 

17  26 

 
Source: The Pew Charitable Trusts 
 
Not only is upward mobility more difficult for African-Americans, they are more likely to fall out of the 
middle-class altogether as adults. 
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Stagnant Wage Growth 

 
 
Table XIV 

Executive vs. Average Employee Compensation Increases 
 

Year CEO  Average Employee 
1979 $235,766  $24,990 
2007 576,141  28,889 

Increase +340,375  +3,899 
 
Source: State of Working America 2008/2009 
 
The top one percent of earners has seen substantial wage increases in the last 30 years while the bottom 90 
percent has not. 
 
 
 
 
 
 
 
 

Table XV 

Real Median Annual Household Income during Recession and Recovery 
 

 All Americans  White Americans  African Americans 
December 2007 $55,309  $59,111  $35,072 
June 2009 53,518  56,320  31,784 

Percentage decrease 6.7%  4.7%  9.4% 
 
Source: Sentier Research 
 
Even after the economic recovery, household incomes continue to decline.  Furthermore, African 
Americans are earning over $20,000 less annually than white Americans as of June 2009. 
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Education and Wealth/Income 

 

 
 
Table XVI 

Attainment Level Percentages 
 

Degree African American White American 
Bachelor’s 13.3% 19.6% 
Master’s 6.5 10.7 
 
Source: U.S. Census Bureau 
 
A fewer percentage of African Americans than white Americans obtain Bachelor’s and Master’s degrees.  
 
 
 
 
 
 

Table XVII 

Income by Attainment Level 
 

Race/Degree Monthly Annual Lifetime 
African American/Bachelor’s $3,409 $47,799 $2.1 million 
White American/Bachelor’s 3,926 57,762 2.8 million 

African American/Master’s 4,224 60,067 2.5 million 
White American/Master’s 5,045 73,771 3.3 million 
 
Source: U.S. Census Bureau 

 
 
Among African Americans and white Americans of similar education levels, African Americans earn less.  
An African American needs a Master’s Degree to earn about what a white American with a Bachelor’s 
Degree earns. 
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Education and Wealth/Income (cont.) 

 
 
Table XVIII 

Income by Attainment Level and Gender 
 
Gender/Degree  Income 
Men/Bachelor’s  $69,479 
Women/Bachelor’s  43,589 

Men/Master’s  90,964 
Women/Master’s  58,534 
 
Source: U.S. Census Bureau, Statistical Abstract of the United States: 2012 
 
Men earn more than women despite similar educational attainment levels. 
 
 
 
 

Table XIX 

Income by Attainment Level, Gender, and Race 
 

Degree White 
Women 

 African-American 
Women 

 White 
Men 

 African-American 
Men 

Bachelor’s $43,309  $42,587  $71,286  $55,655 
Master’s 58,036  54,523  91,776  68,890 
 
Source: U.S. Census Bureau, Statistical Abstract of the United States: 2012 
 
Gender is a stronger income gap predictor than race as white women earn less than African-American men 
despite similar educational attainment levels.  African-American women earn less than men and white 
women despite similar educational attainment levels. 

 
 
 
 
 
Table XX 

Wealth by Attainment Level and Race 
 

Race/Degree  Net Worth  Net Financial Assets 
African American/Bachelor’s  $15,175  $5 
White American/Bachelor’s  66,665  17,300 

African American/Master’s  17,874  78 
White American/Master’s  79,573  23,200 
 
Source: Black Wealth/White Wealth 
 
Even at similar educational attainment levels, the racial wealth gap is vast. 
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Employment 

 
Table XI 

Unemployment and Underemployment by Race 
 

 White Americans  African Americans 
Unemployment 8%  15.1% 
Underemployment* 14  25 
* Underemployment measures those who work part-time not by choice 

 
Source: Economic Policy Institute Analysis of U.S. Department of Labor Statistics Data 
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Inherited Wealth 

 
Table XXII 

Parental Net Worth by Race 
 
  White Parents  African-American Parents 
Mean Net Worth  $505,800  $95,000 
Median Net Worth    198,700    47,000 
 
Source: The Hidden Cost of Being African American: How Wealth Perpetuates Inequality 
 
White families have more assets to leave for their children than African-American families. 

 
 
 
Table XXIII 

Percent of Parents with Assets by Race 
 

  White Parents  African-American Parents 
Assets  91%  64% 
Head Start Assets*  51  21 
Leave Very Large Bequests**  25  5 
* Head start assets are defined as $14,000 or more 
** Very large bequests are defined as $100,000 or more 

 
Sources: The Hidden Cost of Being African American: How Wealth Perpetuates Inequality and American 
Journal of Sociology; Avery and Rendall 
 
More white families than African-American families are able to receive financial assistance from parents in 
the purchase of a first home and other expenses, giving them the ability to obtain assets, use their own 
incomes more flexibly, and accumulate wealth. 

 
 
 
Table XXIV 

Mean Wealth by Generation (“Baby Boomers”) and Race 
 

Age Cohort White 
Americans 

 African 
Americans 

 AA/White 
Difference 

25- through 44-year-olds $72,338  $23,721  -$48,617 
45- through 64-year-olds 193,017  52,991  -140,026 
65- through 84-year-olds 191,644  35,883  -155,761 
 
Source: American Journal of Sociology; Avery and Rendall 
 
The wealth gap increases substantially when viewing it with the “Baby Boomer” generations.  These age 
cohorts are inheriting the wealth their parents accumulated during a segregated, but prosperous, economy 
that excluded African Americans. 
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