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RACE, HOMEOWNERSHIP, AND WEALTH

THOMAS M. SHAPIRO

As G. William Domhoff argues in the previous selection, social classes do exist
in America, and social class distinctions can be observed through a variety of
objective and subjective indicators. To understand social class relationships
fully, however, sociologists must also examine racial-ethnic differences in the
indicators of socioeconomic status. For example, data show persistent wealth
discrepancies between whites and African Americans with similar achieve-
ments and credentials. Sociologist Thomas M. Shapiro has studied this racial
inequality in wealth for two decades, resulting in several important books, in-
cluding The Hidden Cost of Being African American: How Wealth Perpetuates In-
equality (2004). The excerpt that follows is a research article based on that book
published in the Washington University Journal of Law and Policy in 2006,
Shapiro, the Pokross Professor of Law and Social Policy at Brandeis Univer-
sity, analyzes the racial-ethnic gap in assets and wealth.

losing the racial wealth gap must be at the forefront of the civil riglil
agenda in the twenty-first century. This article examines homeownd
ship as a main policy strategy to move toward this goal. The artid
%ens by restating the crucial importance of closing the racial wealth g
ind offers an early assessment of this agenda, Next, the article argues (10
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homeownership is an appropriate strategy to attack the racial wealth gap.
l'inally, the article examines the various promises and many potential pitfalls
and challenges facing minority homeownership.

|. Why Wealth Matters

Wealth, as distinguished from income, offers the key to understanding racial
stratification in the United States, especially the persistence of racial inequal-
ily in a post-civil rights era in which minorities have made remarkable
advances. A wealth perspective provides a fresh way to examine the “play-
ing field.” It provides a concrete way of analyzing how the past connects to
the present, and thus provides a mechanism to refresh our historical memory
ol race. Further, a wealth perspective has significant implications for our
(hinking about affirmative action and our conceptualization of equality. First,
however, I must outline this wealth perspective and explain why it is so
Important.

Wealth is the total value of a family’s financial resources minus all debts.
Income includes earnings from work or its substitutes, like pension, disabil-
ily, unemployment insurance, or social assistance. Wealth is a special kind of
money because it represents ownership and control of resources; income is
cusentially earnings or payments that replace earnings.

Most commentators and analysts are familiar and comfortable with the
income comparisons that provide a window as to whether there is growing
ot declining racial economic inequality. However, the focus on wealth, “the
net value of assets (e.g., ownership of stocks, money in the bank, real estate,
hiisiness ownership, etc.) less debts,” creates a different gestalt or perspective
on racial inequality (Oliver & Shapiro 1995:30). This gestalt has two dimen-
wons. The first is the conceptual distinction between income and assets.
While income represents the flow of resources earned in a particular time
period, such as a week, month or year, assets are a stock of resources that are
waved or invested. Income is mainly used for day-to-day necessities, while
Aniels are special monies—a “surplus resource available for improving life
hances, providing further opportunities, securing prestige, passing status
along to one’s family” and securing economic security for present and future
penerations (Oliver & Shapiro 1995:32).

T'he second dimension is quantitative: to what extent is there asset parity
lietween blacks and whites? Do blacks have access to resources that they can
(e Lo plan for their future, to enable their children to obtain a quality educa-
lion, Lo provide for thé next generation’s head start, and to secure their place
i the political community? For these reasons, we focus on the inequality of
wealth as the sine qua non indicator of material well-being. Without sufficient
aanels, it is difficult to lay elaim to cconomic security in American society.

Income and wealth are often confused both in the public mind and in the
soctal setence literatuee; indeed, the social seience paradigm regarding family
well-being and inequality has extended toa treatment of wealth only since
(e b 19908 " A amsets petspective that examines family financial wealth
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facilitates an additional lens on how advantage and disadvantage is gener-
ated and passed along in America. Unlike education, jobs, or even income,
wealth allows families to secure advantages and often is the vehicle for
transferring inequality across generations. Wealth data for average American
families was not collected systematically until the mid-1980s. While data
availability provides the capacity for an asset perspective, difficult metho-
dological and conceptual issues remain, such as how to value a home, how to
conceptualize home appreciation, how to value a business, and how to treat
retirement plans (Shapiro 2004).

The social sciences have neglected the wealth dimension when examining
the status of American families in general, and racial inequality in particular.
Instead of examining a foundation of property relations, our analyses have
focused on occupation, education, and income inequality. This reliance on
labor market and human capital indicators began to change, however, with
the collection of wealth data for typical American families in the mid-1980s,
and the social science and journalistic inequality discussion turned to wealth,
Indeed, the increasing wealth concentration and the mounting racial wealth
gap have become topics for public conversation and public policy issues,
even if at this point they are not on the imminent political agenda
(Wolff 2002).

The standard social science approach to examining racial inequality is to
analyze how economic resources, opportunities, and power are distributed.
With the focus being the economic dimension, most research has emphasized
basic labor market components of jobs and wages. The work of William
Julius Wilson (1996), for example, emphasizes the importance of African
Americans’ place in a changing occupational structure, shifts in wages, mel-
ropolitan economies, and a global economy. As a result, the effects of wealth
disparity and family wealth on differing opportunities and well-being for

families have been neglected both by the social sciences and by policy dis-
cussions. Further, among all the other racial gaps, whites and blacks are mos!
persistently unequal along the wealth dimension (Shapiro 2004:33).

Wealth is different from income, and, most importantly, families use
wealth in very different ways than they use income. Wealth is a storehouse of
a family’s financial resources and, when combined with income, frames the
opportunity for families to secure the “good life,” however they define i,
typically by human capital development, business opportunities, home own
ership, community location, health, travel, comfort, or security. Wealth, then,
is a special kind of money utilized to launch social mobility, create opportu

nities and status, or pass along advantages to one’s children. Two familics
with similar incomes but widely disparate wealth most likely do not share
similar life trajectories, and we must consider this when thinking about in
equality and public policy.

The importance of wealth was borne oul in the stories of (he nearly
200 families interviewed for the book, The Hidden Cost af Betng Afvican American
(Shapiro 2004). Familics discussed about how they ik aboo ansels, how
they strategize to acquire wealth, how they plan to wse gasets, and how they

actually use them, These familion clearly view lneaime aid wealth very
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differently, so that wealth is seen as a specie.al kind of money. We afske;i Vigfsf:;;
ilies if they treated wealth differently than income. The pattelrn 0 atr; Ao
resoundingly affirmative, especially among thos'tfeixe/sgt: nati)r;}; f jfirel Or.ley s
5 i nal safety net, or an unspeci : / tha
:f(ileg ras‘th;Syi(I; iflssohion agati}rlxst the unexpected' health 'crisi?jsé job termination,
legal difficulty, or repair of the family car (Shapiro 2004:34~ .). o
Beyond serving as a personal safety ne't—.—all the mor; impc e
social investment of the state withers—families algo view 1nanc1§1 v;z .
“moving-ahead” money. One respondent ‘succmc’dy §gmrjr§e . Cll dl:z las};
saying: Income supplies life support, assgtslyrqfl{;le ﬁ;ggiﬁg?ﬁéntﬁlhmg e
ian put it this way: My income is limited. Lw
;?)2?5;;11’6 n}e)eds. One LosyAngeles mother. cap"cu'red the thmkm%] of I?Z?}l} ‘;:'G;
‘interviewed when she said that wealth is definitely long term. We ac
iro 2004:34). st
- elzegléﬁemme(zﬂzpwealth are l)ﬁghly correlated, such a d.istinc’aon és 11.1ti1)‘e?;
ing academically, but would be one without much of a dl.fferenfce'. Oife agnd
lisa Keister's Wealth in America reviews the corre.la’uon of mcot 4
wealth, and concludes that it is weak at best. Accgrd1ng to Ke1sterf, thls A f
pests that “studies that focus solely on income miss a large part of the story
';f advantage and disadvantage in Amgrica” (Kelster 201(])0:10).t g goif
Having the capacity to represent inequality from t e.r;as , a e
tion of wealth not only gauges contemporary resources d?df.erenc;:‘sf,t‘ Hige
suggests a future pattern of inequali.ties. I sggggst a para 1gnz1 s Hll a. ol
changes our conception of racial megu.al.lty, its .nature and 1 nglm Or:
origins and transmission, and Whether it 1s Increasing or naFrct)wtlit:g.C Ontz o
lantly, an examination of wealth allows an analytl-c window into ! ?ndeed y
porary relevance of the historical legacy of African Amerﬁc-:axs,,tween h,is-
wealth lens will broaden our understanding of the relations flp e
lorical and contemporary consideratiops for class as well a}s1 or rai:te}; e
Importantly, civil rights organizations al.ready.place the lxgea by agrelzl i
{heir agenda and have begun to build constituencies and public a

i ildi i ove for-
" {or action.?2 While consensus is building on this agenda, how to m

ward, and on which specific policies, is gtill a subjgct of deba’.ce.1 Thel;i }‘lxv};llloe
homeownership is central to the discuss1qn of closing the rac1aAw ! Sg t(;
other mechanisms, ranging from Ind.i\ndual Developmentt ico:;:eciim
building community assets, to reparations, also foer 1.mpoi‘h2nis sue ¥ H;L.‘
I'raming racial inequality from a wealth pe.rspectlve raises

deeply embedded racial structure of the United States.
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vidual model, wealth builds slowly during one’s il i
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sensitive, with wealth buildi
A ¢ ing gracually in )
mostl s T i 3 il ) young familics, aoe
tiremeynf;lr%i?stiﬁ latter working years, and being utilized lnn-,-|||‘y”
o acc.rual ande(?dry i)f Wealth accumulation thus emphasizes (1.
weight on i /erita epletion of wealth within a lifetime, placing ‘N.(l.“M'
Ay oundsul bse;l;‘(; r(:tr V(?]r; tﬁi consequences of state policies an h::a Z:::].'nmll
s alth-accumulating o s . 10614
Institutional theor ; S OPPORIHANIARE
) y and a sociolo f Y
heritance gy of wealth places greator v
, programs and practices. Ho 7 ater vale on {58
s et ctices. Homeownership and housing ¢
n of institutional ; B Oprecin
Aiiheibabet g accumulation. Indeed, |
wealth accéux?t??of %légyorfegfeienti the largest reservoir of W(.',“' I
i 0 e total wealth 15l S home
The empiricall among America’s mi
. y accurate American wealth e 5 Midde
individual hard work, discipli alth narrative is not simyp|
, discipline, and savings: ov LR Al
structured homeownershi 4 ings; notably it is |y
ship opportunities, real als - aboul
programs encouraging homeo 1hes, real estate markets, goy
wne ; . )
2004:107-108), rship, and residential segregation Bhapira
America has a hi
igh hom : )
owning homes.‘*Aserieg f fed eownership rate, with 699
high homeownership rsai) : ;ral EOhCles that started in the 19305 iy
. b e and subsequent midd] 5 A8 I
tion possible by creati - middle-class weallflh
ng a government-s ;
helped, create a ponsored market. Fede
i mortgage market where h 4
lonzterm > ere homes could be purc
ticu%arly tllli(c))‘l/lv 1;“;1‘65’( loans and relatively small down Pa}’niontl
istration, and tﬁ (tSIeBI':edera1 Housing Administration, the Ve l‘t‘l‘alnl 1:,“% S
b poiicies et 5 ill. In c;omunction with rising wages after Wm:l ;‘dmini
piaisl ) If);m'tl’e A(}nelr;can dream of home ownership withi l;‘Wm- l]l'
tlies (Jackson 1985). The benefici e
mortgages and capital gai ' eneficial tax treatment ¢
gains on home sale home
affordable. Trans i ;i s makes home ownergh|
: . portation policies subsidized an i S more
tizes priv ) 1zed an infrastructure ([
federei poal’iii E&Elsu’corgoblwtljesdand allows suburban development V{/‘:‘;:Jl,mr!-
_ and subsidies have been 4 !  these
middle lassiihome . successful in anchoring Ay
ownership, the same polici & Altbrica’y
: i : s cies h aditi
forced residential segregation (Oliver & Sha }?iro 1995) ave tradition ||,
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I1I. The Asset Poverty Line

This section i i
lodlkiipi W‘Z’jﬁg}fﬁ:&z faerslzzsrc; Ii:rxislstlczrllj of typical American familag by
facilitates an examination of tI; 1 g e l”‘ .
Using the conservative U.S. g0 kel condition of American fayj; ;
PO U.S. government policy as a standard, we agko -
stre%lm. b 1191191;9?;1;1:;11‘;5 ialt ahpoverty level in the absenca’? of ‘:n‘“n(uh,““i
Wets 1899 Fredbber Survg:, ’i tehmonthly p(?vvrt:y line for a family “l :‘(l,m.
needed at least $4,175 in fin {1 1 e poverty .“”(‘ for three months, 4 | 'lI”
PSR e A ar;]c’1§ assets (Slmpl.;-u?:()().l)A Iamilios willy I‘~H::}1| y
i g"lzel Qs asset poor. It is worth noting Ilnwunm-;‘; Im,”
purposes of this “m_cvc‘up ing the governmenl poverty line, al lo |.| Ive
s exercise. Adopting a three-month thoulold, inslend “,"i»l S
+ay,a
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or nine-month threshold, s another conservative assumption, The im
Cthat the actual number of families in asset poverty is underestimated.

Others, 1 hope, will push these boundaries. Nearly four households out

L ten in the world’s wealthiest nation do not own enough assets to live even
A poverty lifestyle for three months.

I poverty is something that affects not just one in every eight, nine, or
(e families [as in the income definition of poverty] but four in ten, then
we need to think about poverty very differently because it is much more
Characteristic of American families. Over half of black American families

(0]l below the Asset Poverty Line in 1999. (Shapiro 2004:38)

Viewed in light of financial assets, America’s families are far more fragile and

procarious than previously thought. Moreover, both class and race features

ate clearly revealed.

[V Ihe Racial Wealth Gap

Laiidia McCord lives in Los Angeles with her two daughters, Kalila and

Myisha, Her neighborhood is poverty stricken and African American.

Gandra has worked at various low-level, poverty wage jobs, but when I

{ulled to her, she was in school working toward her degree. She has zero
assets, owes money on some store charge cards, and manages to get
verty income. Hers is not an easy life. In the
imldat of her daily struggles, Sandra is more troubled about her daughters’
{lires. She believed that the local schools were horrible and unsafe, so she
avipated the system to place her daughters in better ones. However, these
L iools are a one and a half hour public bus ride away, and Sandra must pay
(e bus fares. Bus fares do not cost much, unless, of course, you survive on a
Lot that is less than half of the poverty line. Each month this poses a crucl
Ailemma for Sandra: Sometimes, to be honest, sometimes, sometimes, when I have

. sometimes my kids will have to miss a couple of days of school
ldren or food

fnancial
lwy barely—on less than po

l it for my check . .
(Hhapiro 2004:179-181). Choosing between school for your chi
able is not an excruciatingly tragic dilemma that most of us face at
month’s end. This is the price Sandra and her daughters pay for living in a
pootr neighborhood.
The McCords are one of nearly 200 families that I interviewed for
[ Hidden Cost of Being African American. While her story and choices may
ound extreme, the lack of wealth among African Americans is a major expla-
nation why racial inequality persists today. The typical African American fam-
iy owns just $3000 in financial wealth (excluding homes) (Shapiro 2004:49).
The standard melric of racial inequality is to compare the incomes of
average white and black families This measure has ranged from approxi
mately fifty-six cents on (e dolline to sixty-two cents on the dollar from the
(19608 until now, The range has been narrow, and not much movement

o the t

i
haw oceurred toward more sguality o foward closing the income gap.
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Examining wealth dramatically changes this perspective. The net worth of
typical white families is $81,000, compared to $8000 for black families (Shapiro
2004:47—49). A typical white family’s wealth is more than $73,000 greater than
the typical black family’s, which is a marker of the racial wealth gap expressed
in dollars. The baseline racial wealth gap also shows that black families own
only a dime of wealth for every dollar owned by white families. One compo-
nent of this paradigm shift is the magnitude of closing a fifty-nine cent on a
dollar gap, to thinking about how to close a ten cent on a dollar gap.

The prevailing explanation for this robust racial wealth gap, of course, ig
rooted in inequalities in contemporary class-based achievements, such ag
occupation, education, and income.’ Leveling these critical differences in
school achievement, jobs, and paychecks, accordingly, will eradicate the
racial wealth gap. Our analysis, and that of others (Keister 2000), demon-
strates the shortcomings of this class-determinist perspective on racial
inequality. In the best-case scenario, comparing equally achieving white and
black middle class families illustrates the significance of the historical legacy
of government policies and practices, and of race and continuing contempo-
rary institutional discrimination.

When one defines the middle class by education (college degree), an
income range, or occupational status (professional, white collar), the black
middle class owns about twenty-five cents of wealth for every dollar of
wealth owned by the white middle class (Shapiro 2004:90-91). Certainly,
twenty-five cents on the dollar represents advancement over ten cents on the
dollar, showing that achievement matters, but a huge racial wealth gap
remains when one compares equally achieving whites and blacks. At least oy
important, one must ask why such a dramatic racial wealth gap remain,
Although beyond the scope of this essay, I already have alluded to the endu-
ing importance of how the past continues to play out in the present and the
importance of contemporary institutional arrangements in promoting differ
ential wealth accumulating opportunities with clear racial consequences.

Among the crucial issues facing families today is the effect of recenl
recession and jobless recovery on family economic security. My recenl
research argues that a widening wealth gap between minorities and whiles
is reversing the gains earned in schools and jobs, and is making inequalily
worse (Shapiro 2004:6-12). A report from the Pew Hispanic Center pro
vides new data on family wealth and offers a sobering assessment of [l
precarious and fragile status of middle-class families—including while
families, but most particularly Hispanic and African American familien
(Kochhar 2004).

In the years prior to the 2001 recession, white, Hispanic, and African
American families generated wealth through savings, investment, and
homeownership. More families acquired assets and family portfolios grew.
In this context of wealth accumulation, however, the wealth gap betweer
minority and white families was widened. The recession and its recovery
brought wealth growth to an abrupt halt for millions of American familios,
During this period, Hispanic and African American families lost over one
quarter of their wealth, while the wealth of white families slowly grew,
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In 2002, a typical Hispanic family owned eleven cents ol W('.I.Hh for t‘\”;jl'\/‘
dollar c;wned by a typical white family, and African American families
6
owned only seven cents. : ! ! -
These flet wealth losses illustrate how Hispanic and African ]/31?1}‘11“”1] 1‘1‘
families, and low-to-middle income families in generalf he.we shoulder 1(.( e
burden ,of tightening economic times and reduced soc@l mvgstment ;\ ru ! I,I.‘?.’
the Bush administration. Over one in four (25%) I—fﬁsparpcl anclt 1ﬂu;:]n
i ili g having no liquid financial assets, com=
American families are asset-poor, RI0A
pared to 13% of white families (Kochhar 2004:6). The reS(fearch ﬁl;f:e:jte;\t/hf(ﬂl) 111“
g ili i derate amounts of wea r
ference that families with small or mo : e
i i i rivate safety nets. In addition
their meager stockpile of savings to use as p : ity
making t(%ugh choices, such as giving up health ;r}sgrztalrllce Oli st}())i;lgé,h(;u
i i illing prescriptions, this is the real s h
medical appointments and refilling . S
famili ion, j stagnating wages, outso £
families adapt to recession, jobless recovery, . ngr
and a dwingling federal commitment to 1mport'ant safety nets like ur:;?l\l :
ployment benefits and the minimum wage, which has not kept pace
inflation. i
Interest-earning assets, such as savings bonds, IRA and Kquh accou ir;t‘],
401(k) and thrift accounts, stocks and mutual fund;{ andtbtzlsg(r)mf}sl; ::}290(;4 /
i ipi i ic families with assets %
leclined precipitously among Hispanic . o
q '(7220) II‘Il) Afripcan American families, stock and mut'ual fund 1nvestr.tlcllj1lz
|»|umrr-1eted by nearly two-thirds. Surely, this reflects 1nv§§tmelr)1t 1$c)sseb,] ,;
[ i ts to cover insecurities about employ=
it also represents the tapping of account : \
ment an% income losses. These families adapt by eating the.;morn'.sutl::(;yl
stored for their future economic mobility and security. Families wi
: i i hort time span.
ake up these setbacks easily or in a shor i
r Wh}i)le the income, educational achievement, and ?mployment le:,:
imong Hispanics, African Americans and whites remain s’Feady ol Tllnm
some slight narrowing, the wealth gap increases. I made this argén?( l|“,-t,m
Ihe Hidden Cost of Being African Americarn. The report and cu.rrent ala i
{he Pew Hispanic Center further corroborate that. a growmi W;ia ’11;1‘.‘ ! |
roverses the gains earned in schools, on jobs, a1.1d in péyche.c s. glgfgriu””
compounding change is that the financial portfolios of Hispanics an: i
Americans have shrunk in the current economy. i
| ‘M()re than any other economic attribute, wealth rep.resen’@ the sed1‘n‘ul 11110
(alion of historical inequalities in the American expenence, m. a1 S??:: e
\ccumulation of advantages and disadvantages for. different ra}c;a , clé Ai‘ ~|1.H- ‘
othnic groups (Oliver & Shapiro 1995:50-52). In th1§ way, Weg th provides
window to explore how our past influences the realities of toc a‘y.q e
This is not.simply a story about counting money; famﬂlc? l11?1 \l‘a (‘ i
(ning wealth first as a private safety net, and se?cond as a vehic ll( to (Tull ((,,‘
muln'lily into middle-class status, homeownership, business development,

‘ « W l
1 CCure I(l”(”l(“l I recession at d recq V(ly \I( Il).‘
nore Se -} l I (cfe{c) CESS ! 1 2Cove ) LLh

sl sliveliates amed
rent public policies—are o peal step backward for the self-reliance .lnH
e : 1 e ' | e
ndependence of Flinpanics, Alvican Americans, and other low lnlm( |
i V el @ | 11
Illll‘ familios. These factom represent a double blow against equality
o f M,

famiily well-betng in America
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Vo Homeownership and mstiiutionl Discrimination

Ih>{m-()\:vnvr.«ship ‘i.s' the largest component of the wealth portfolios of bl
white n!ui h!nck families. In 2002, housing wealth accounted for (»"&“ l” l}
wealth in African American families (Kochhar 2004:19, 36). In "’()()il I; ol
;:v)vm:rs:np reached historic highs, as 69% of /\mericarll fal.niliv:; Ii\"u(‘lﬂlll‘!m:
h:)::(\ql)c)‘/‘?v‘\{ned. In 1.995,. 42.'2% of African American familios owned
e ( ; 1/|Qu(.\a.s1ng to a historic high of 49.5% in 2004. This 7.3% increaue in
. (:],] mtlr.l(;?n homeownership is quite remarkable, and indicales sl
& accomplishment, and success. The black-white homeownership pip

stood at 28.5% in 1995 and narrowed to 26.2% in 2004 (Joint Center for Hous

u'\;]; Sxi‘fudles 2.005'5:3'6). 'Increasing black homeownership and rising horme
E/I;I( Llllcos Hal(r_.;(z) ‘?thlmﬁ‘hc signs of clt?sing the racial wealth gap. We might v\pm‘f
e /ership gap to continue to close, as black homeownership stariy
om a c:‘on51derably lower base while the higher white rate may be close
exhausting the potential of those who want to become homeovx(ll)w/orq T
However,. the wealth accumulation and homeownership d n "n.ni ‘
ma rrgd by critical institutional factors. Nancy Denton’s (208])); 710« :"“;“";9‘
examination of homeownership rates for blacks and whites illzltll";ll " ‘ll t
'l:mﬂptohrtance of timing and of life course. The homeownership ga}; i&: V‘\/Ttlf’li
| ,(:l ¥ n?eifl(t);?ger .z:}%e groups (twenty-ﬁye to twenty-nine years old), ¢lonus
i S}éVWIt 1;’;1ge, and reaches its narrowest point for the elderly
it ialf Wheizlhy— our years old?. Over th? life course, the gap closen hy
e t;) S 1s very impressive. The simple conclusion is that wii{us
N y omles earhelj than' can blacks. This underscores the iy ot
. hor}; L Vgncoip es Eeedmg significant parental financial supporl fu
o V\e;rs 1}; fS apiro 2004:60). In understanding this connectiug
N ne}rs ip and wealth accumulation, it is relevant thal (he
& a family buys a home, the greater the likelihood that the home will
appreciate in value and create more wealth. b
“ ;?lse v:aec’ggllrxezlifﬁlt closing the homeownership gap as a strategy for ¢lon
i,,,:m-utional e %ip, we must attend to deeply rooted discriminalury
g o ures. Three such features are apparent. First, financial inul|
,-‘,'| l\(‘)‘llb r]?ect Afrlfan.Amerlc.ans for home mortgages at considerabl y higher
| .., ( I~ ;a (?gt a 60% higher re]ec.tion rate—than whites, even when while :nul
‘ I.u l\ am(;hes are equally c1.'ed1tw0rthy (Oliver & Shapiro 1995:141-47), Ax
'7;) l;:[ :(:Egveﬁmrzlunlty redyning dir.nin%shes under pressure from the ¢lyil
S -(,lnd Otherefn 2 clom;numty orggmzatpns, the Community Reinvegtio
i air-lending and fair-housing laws,” it appears that financial
(T;‘d. tu 1011;1 Te-create similar results by constructing “objective” criterin ol
o ‘I‘ ‘Nfoft iness in §uch away that individual minority families fall short {11
ore often than white families, thereby redrawing redlines by family ing
of by community. T
o ‘.‘juolnd, b\lac'ks ‘app’roved fo.r home mortgages often pay higher intorent
¢s on home loans. Blacks pay interest rates of approximately one third of
percent higher than whites, or about $12,000 more for (he average /\IIII(‘(I'i(("ﬂl‘:
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1ome over a 30-year mortgage (Shapiro 2004:111=16), Part of this i e to the

[Sice, FLOMEOTHErsinp, (it VWeaitne &79

preater ability of white familion to provide larger down payments and even
Lo pay higher service fees for lowered interest rates. From interviews, discus-
Jons with bankers, and other data, it appears that many young white fami-
liew can rely on significant family financial assistance with down payments

il other costs. Nearly one-half of all white homeowners report that they
(oceived significant financial assistance from their families. In sharp contrast,
wven out of eight African American homeowners purchased homes on their
s This inheritance results from the discriminatory housing markets of a
juevious era, marked by exclusion and residential segregation and backed
Ly povernment support (Oliver & Shapiro 1995:16-18).

African Americans were frozen out of the greatest wealth building
upportunities in American history. From the Homestead Act in the 1860s, to
wlication and homeownership opportunities provided by the GI Bill and the
loderal Housing Administration, to redlining through contemporary
Aincrimination in housing markets, to the segregation tax on housing appre-
(lalion, major government-sponsored wealth building opportunities helped
{imler  America’s middle class and created much wealth (Shapiro

10/4:189-91). Meanwhile, these same policies and practices left the African
\inerican community behind at the starting gate. Inheritance of our racial
punt thus becomes an integral part of the wealth narrative.

One indication that this history is alive today is the fact that most young
Couples can purchase homes only with significant financial assistance from
lheir parents—especially to cover down payments. For example, Briggette
anid Joe Barry were having a tough time coming up with the down payment
(o their house (Shapiro 2004:73-74). They traded in the kids” saving bonds,
worked two jobs each around the clock, and held garage sales, but they did
ol make much headway. Finally,. Briggette’s mom said, Well this is stupid.
We'oe got a lot of money here, and provided significant funds to help with the
down payment. This transformative asset moved the Barry family into a
white, suburban, middle-class community that they otherwise could not
live afforded. Our history denied this possible inheritance to African
Americans, as they toiled in times and under conditions in which wealth
accumulation was virtually foreclosed.

" The third institutional dynamic of homeownership and home equity
poses the most difficult challenges. Here, residential segregation meets hous-
iy, appreciation. Homes have appreciated in value in most communities and
i most areas of the country, except for in poor, minority, urban neighbor-
hoods. On average, homes owned by whites appreciate in value approxi-
mately $28,000 more than those owned by blacks. Moreover, homes lose
about 16% of their value when located in neighborhoods that are more than
10% black (Shapiro 2004:120-122). This gives a new (or old) meaning to the
realtor’s mantra: location, location, location. Just as home ownership creates
wealth for both whites and blacks, it simultaneously widens the racial wealth
pap under current conditions. . . . b

Since homeownership results in wealth-building for most, we must con-
ider ways to boost affordable homeownership. Similarly, we must pay more
altention to protecting the assets that families already own, especially homes.
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The documented trends in growing credit card debt?® rising predatory
lending, and subprime loans endanger financial assets for low-income,
elderly, and minority homeowners in particular.

Addressing inequities in home mortgage applications and attending to
differences in mortgage rates is conceivable using existing laws, tools, and
good will, but grappling with the supposedly objective, automated credit-
scoring system for credit approvals will not be easy (Yinger 1995). More diffi-
cult and seemingly intractable barriers emerge when thinking through reme-
dies for residential segregation. Because residential segregation is the
lynchpin for race relations and the racial wealth gap, this must be part of the
discussions (Massey & Denton 1993:110-14). . . .

Another caution against going overboard on homeownership is in order.
Housing should be viewed as a continuum, with affordable housing—either
homeownership, rental or transitional—the goal. Not all families at all phases
of their life cycles are appropriate candidates for homeownership, and policy
must take this into consideration. In addition, since housing appreciation
depends upon location, prescriptions for homeownership must be tempered
by a realistic assessment of property valuation and the types of public, social
investments that improve neighborhoods.

My discussion here has focused mostly on the exchange value of
homeownership. In the larger discussion of how families employ wealth to
pass along advantages and opportunities to their children, it is important to
note that homes also have use value. By this I mean that homeownership (or
renting) locates a family in a set of community services, contexts, and rela-
tionships, and partially defines race and class identities. For example, most
children attend school according to the geographic location of their housing.
Because of this selection process and because most schools are funded by
local taxes, housing affordability is a large determinant of school quality,
resources, and peers (Shapiro 2004:167-82).

Finally, more attention is needed on protecting wealth accumulation and
preservation, and on the political debate and the racialized state policies
embedded in our tax code. Federal asset policies cost $335 billion in 2003, the
vast majority of which are in tax expenditures or credits.” Most of these current
asset policies subsidize homeownership through the mortgage interest deduc-
tion, create incentives for retirement savings, and subsidize saving and invest-
ment for those already well off. For example, one-third of these tax benefits
accrue to the wealthiest one percent. Alternatively, representing the proverbial
crumbs, 5 percent of the asset-related tax benefits go to the bottom 60 percent
of the population. Reversing these priorities is a good starting part for
inclusive asset building policies that promote equity.

ENDNOTES
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edu/csd/Publications/2004/WP04-07 pdf.

The work of Edward Wolff anchors much of the wealth inequality field. See EDWARD N.
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27 refer to the work of many organizations, including the National Council of La Raza, the First
Nations Development Institute, United for a Fair Economy, the Civil Rights Leadership Coun-
cil, and others.

3 See Franco Modigliani, The Role of Intergenerational Transfers and Life Cycle Saving in the Accu-
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