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Everyone should be able to weather a financial shock — a major illness, a layoff — without
losing their housing or falling deep into debt. Everyone should be able to afford
educational opportunities for themselves or their children and be able to retire with
dignity and security. And every entrepreneur with a dream should be able to access the
resources they need to start a new business and invest in their local economy. But a
systemic racial wealth gap puts financial security, economic opportunity and community
uplift out of reach for millions of Black people in the United States.

As of 2019, Black families had a median net worth of just $24,100, compared to
white families’ median net worth of $188,200. These gaps grow even larger when
intersecting factors like gender, age, and class are examined. Black families headed
by an adult under 35 hold just $600 in median wealth, more than 42 times less than a
comparable young white family.” Among single millennials (born between 1980 and
1997), the median wealth of Black women is less than 70 percent that of Black men and
less than 18 percent that of white men.? Racial gaps are also deeply intertwined with
class gaps. The wealthiest 10 percent of households — nearly 90 percent white — hold
more than three-quarters of all wealth in the United States, and have a median net
worth of $1,925,000.3 Over the past seventy years, wealth inequality has grown
substantially, and little progress has been made in closing the Black wealth gap.*

Causes of the Black Wealth Gap

For centuries, law and policy in the United States prevented Black people and families
from accumulating wealth. Even more insidious was the extraction of labor and property
from Black people, as well as Native Americans and other people of color,” that founded
fortunes for some of the wealthiest people in the United States, nearly all white, and laid
the groundwork for the growth of a predominantly white middle class in the 20th
century. The roots of the Black wealth gap originate in the enslavement of African
people. The U.S. economy developed due to Black people’s physical, social, and
intellectual labor — in tobacco and cotton production, in domestic work, in mining, in
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inventions that created new industries® — yet the wealth from these endeavors went to
enslavers and a growing class of industrialists whose businesses depended on the slave
economy.’

In the post-Civil War United States, Black families were often excluded from accessing
public programs that helped build the middle class, such as assistance for higher
education and financial aid, affordable mortgages to build home equity, low-cost
consumer banking and capital to start businesses.® Black communities faced not only
discriminatory laws and policies, but organized violence such as the Tulsa Massacre and
Ku Klux Klan terror campaigns, which destroyed Black families’ wealth as well as Black
people’s lives.?

While steps toward legal justice and more equitable policies have been made, too often
progress enabling Black families to build assets has been short-lived. For example, the
Federal Housing Administration refused to insure mortgages in and near Black
communities until 1968, while creating a generation of homeowners in white
communities who were able to build financial stability and wealth through rising
property values.'® Civil rights advances, including fair lending laws, helped more Black
families gain a foothold as homeowners in the mid-to-late 20th century. But inequities
such as predatory lending practices meant that during the 2008 housing crisis Black
homeowners were more likely to experience foreclosure and lost a greater share of their
assets. The median home value for Black homeowners dropped by 35 percent from 2007
to 2013, compared to just 20 percent among white homeowners."

The Pandemic May Have Worsened the Black Wealth Gap

These structural inequities persisted through the pandemic. For example, Black-owned
small businesses had to wait longer and were less likely to get Paycheck Protection
Program loans than those with white owners.? Black adults were less likely than white
adults to report receiving $1,200 economic impact payments provided under the
Coronavirus Aid, Relief, and Economic Security Act,' despite the fact that Black
communities faced higher job losses and rates of infection and death from COVID-19.

As of July 2020, more than half of Black adults (52 percent) reported they would have
difficulty covering an unexpected $400 expense, compared to about three in 10 white
adults (29 percent).” And while Black families were less likely to have any retirement
savings before the pandemic, they have been two to three times more likely than white
families to withdraw savings during the pandemic — meaning more white families have
been in a position to gain from a rising stock market.’ Wealth inequities for Black
families are even starker in comparison to the top of the wealth distribution: about 700
billionaires in the U.S. gained an estimated $1.6 trillion in wealth last year'® — many
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through businesses that remained in operation only thanks to the high-risk labor of
essential frontline workers who are disproportionately Black."’

Policy Solutions Should Target the Communities Affected the Most

The Black wealth gap is a systemic, intersectional problem that must be addressed
through a holistic set of policies that work across the many facets of economic life, from
employment and education to housing and tax policy. Furthermore, narrowing overall
wealth inequality is necessary but not sufficient to close the racial wealth gap. Policies
must also be designed with race equity in mind to target the communities that have
historically been most affected by wealth inequities.

Policymakers can begin to address the Black wealth gap by taking the following steps:

O Close race and gender income gaps and raise incomes by raising the minimum
wage, eliminating discriminatory subminimum wages and otherwise improving wages
in industries that disproportionately employ Black women and men, including public
sector and care economy jobs; strengthening the right to collectively bargain; ending
pay discrimination; and enacting policies to support parents and family caregivers
including paid family and medical leave.

O Guarantee affordable, quality health care for all and eliminate medical debt and
the threat of medical bankruptcy.

O Forgive educational debt and ensure no student must take on new debt by
investing in public institutions of higher education — including technical and
community colleges as well as four-year colleges and universities — and Historically
Black Colleges and Universities.

O Guarantee equitable access to safe, affordable housing and to homeownership,
particularly in predominantly Black neighborhoods which continue to face the dual
threats of disinvestment and gentrification.

O End discriminatory treatment and predatory lending practices across all areas of
finance, including for housing, education and small businesses, and ensure Black
entrepreneurs, home buyers and others seeking credit have fair access.

O Reform the tax code so that the wealthiest corporations and households pay
their fair share toward a more equitable physical, social and care infrastructure; for
example, by increasing taxes on capital gains and inheritances.

O Learn from innovative approaches and proposals to close the wealth gap and
address the multigenerational harms of slavery and white supremacy, including
institutions such as universities engaging in reparations and wealth-building
proposals such as baby bonds.
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