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PURPOSE

The John T. Gorman Foundation is committed to helping foster
a strong tapestry of knowledge, policy, and practice that
strengthens existing networks and supports institutional

efforts to address wealth inequality. The Boston Fed’s mission
is to advance economic growth; wealth inequality and the
mechanisms of financial exclusion that underlie it constrain our
full economic potential. We have collaborated on this publication
in order to develop a deep understanding of the structural
roots of wealth disparities, which can inform regional and state
stakeholder action to expand economic prosperity and financial
security for families across New England.

This joint brief explains the significance of wealth for family
economic resilience and mobility (Hamilton & Darity Jr., 20174a;
McKernan et al., 2013; Shapiro, 2005) and outlines the structures
that drive wealth inequality (Baradaran, 2017; Fletcher, 2021;
Perry et al., 2018; Shanks, 2005; Shapiro, 2005; Taylor, 2019).
Finally, it highlights models that respond to the systems that
are limiting families’ potential for economic well-being and our
society’s collective potential for a fully productive economy.
Taken together, these models can help inform strategies that
address the root causes of inequality and have the potential to
create lasting change.

The importance of wealth to family well-being makes
the stark disparities in wealth ownership across the

United States an issue of pressing concern.
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Systemic Drivers of

Wealth Inequality

Understanding how families create wealth is critical to
understanding why some families thrive while others struggle
even as they work hard and play by the rules. Wealth is defined
as the value of what you own minus the value of what you owe.
Unlike income—which families rely on to meet more immediate
living expenses—wealth can provide a buffer against economic
shocks (see, for instance, Hill et al., 2017) and allows for
investments to be made for future returns (Hamilton & Darity Jr.,
2017; Shapiro, 2005).

Fundamentally, wealth is an unseen force that can operate
independent of individual effort—unlike income earned through
employment and retained through active savings, expense

reduction, and financial education, which are individual activities.

Of course, building wealth can involve these kinds of individual

activities, but many of the most transformative modes of wealth
building operate behind the scenes, derived from sources that

appreciate passively—such as inheritances, home equity, and

investments—and accrue value independent of income (Pfeffer
& Killewald, 2019; Shapiro, 2005).

The importance of wealth to family economic well-being makes
the stark disparities in wealth ownership across the United
States an issue of pressing concern. Decades of research have
identified large and persistent Black-white wealth disparities in
the U.S. even as income and education gaps have narrowed.
For example, the median net wealth among white families in
2019 was an estimated $188,200, compared to $24,100 for

Black families (Bhutta et al., 2020). We know relatively little about

wealth inequality between other groups, in part because we
lack sufficient data. However, past and present inequalities in

other domains (e.g., gender and ethnic inequality, geographic
difference; see, for instance, Chang, 2010; Duncan, 2015;
Fletcher, 2021, Kent & Ricketts, 2021; Kirby, 2014) suggest that
we might see patterns of inequality here too. We also have
scant information about wealth inequality at the state or

regional levels.

To date, many strategies aimed at reducing wealth inequality
have focused on helping individual low-income families
build wealth through changes in their financial actions,

such as opening matched savings accounts (Darity Jr. et al.,
2018; Hamilton & Darity Jr., 2017a; Price, 2020). While these
interventions may have improved things in the short term for
those families they touched, such efforts have not been able
to close existing wealth divides at the national level. Instead,
strategies to close these divides must be attentive to the
systemic drivers of wealth inequality embedded across the
three domains of wealth creation: the structure of wealth
ownership, access to appreciable assets, and wealth protection.

MEDIAN NET WEALTH BY RACE
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Bhutta, N, A. C., Dettling, L. J., & Hsu, J. W. (2020, September). Disparities in wealth
by race and ethnicity in the 2019 Survey of Consumer Finances. FEDS Notes
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Shaping REGIONAL STRATEGIES

STRATEGIC IMPERATIVE 1:
EXPAND THE PARAMETERS OF OWNERSHIP

Individual ownership of property is a cornerstone of the U.S. economy, and the systems that construct and protect family
wealth have often excluded many groups from the tools and pathways necessary for building family wealth (Midgely,
2005; Shanks, 2005). Collectively owned investment vehicles—shared-equity housing, employee ownership, and
collective investment models, to name a few—can reduce individual risk for those with less to invest, thus lowering
barriers to accessing passive wealth-building opportunities.

SHARED EQUITY HOUSING EMPLOYEE OWNERSHIP MODELS, COLLECTIVE INVESTMENT MODELS
PROGRAMS, administered through land like worker cooperatives and employee allow community members with little
trusts, housing cooperatives, and resident-  stock ownership plans (or ESOPs), offer capital to grow their wealth without
owned community programs, leverage opportunities for broad-based wealth shouldering as much individual risk.

public ownership to create pathways for creation for all employees, while creating
wealth building through equity. more stable work environments.
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STRATEGIC IMPERATIVE 2:
IMPROVE ACCESS TO APPRECIABLE ASSETS

Facilitating entry into home and business ownership is not enough to guarantee wealth creation (see Axel-Lute, 2022,
for a more detailed explanation); such assets must be appreciable to provide financial security. Programs that focus
on down-payment assistance, mortgage lending for subprime borrowers, and support for entrepreneurs of color
create pathways for home and business assets to appreciate.

DOWN PAYMENT ASSISTANCE MORTGAGE LENDING FOR SUBPRIME CAPITAL AND TECHNICAL SUPPORT
PROGRAMS such as those that assist BORROWERS, which target low- and FOR ENTREPRENEURS OF COLOR,
first-generation, first-time home buyers, moderate-income first-time buyers, use who have historically been cut off
counter embedded systemic disparities, alternative methods of calculating a from such support, helps sustain

and allow those buyers to access higher household’s credit risk, to offer these business enterprises, creates a network
value homes in better neighborhoods, buyers more favorable lending terms. of locally owned, strong businesses,
while keeping monthly payments and and lays a foundation for accelerated
financing costs in check. home appreciation.

STRATEGIC IMPERATIVE 3:
PROTECT FAMILY WEALTH

Access to funds that help families maintain ownership and protect the value of their investments can have a profound
impact on wealth trajectories and long-term well-being. Programs that focus on foreclosure prevention, home value
protection, and financial navigation help create that access.

FORECLOSURE PREVENTION HOME VALUE PROTECTION PROGRAMS  FINANCIAL NAVIGATION PROGRAMS,
PROGRAMS that provide services like give low-income homeowners the which match families with grant and

pre- and post-purchase counseling, as capacity to invest in the maintenance of lending opportunities that advance their
well as interventions with delinquent a home to protect its value. This allows specific investment goals, not only target
borrowers, address systemic disparities families to build wealth and helps protect historical disparities, but also reduce the
in families’ abilities to protect this communities’ housing stock and tax base. likelihood that those families will engage
essential asset. with predatory products and services.
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Conclusion

o
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Wealth is important to family resiliency and mobility. However, disparities in family wealth mean that some have a head
start while others have to put in work just to reach the starting line. This brief is focused on seeding a way to think
holistically about the levers of wealth creation (and inequality). We present concrete examples from stakeholders at the
local, state, and regional levels that, if considered and woven together, have the potential to construct something far
stronger and more enduring than a single strategy alone can accomplish. Learning from the examples presented in this

brief is one part of the nexus of work that needs to be done in order to start narrowing wealth divides.

The goal of this brief is to lay a strong foundation

for future conversation and collaboration.

READ THE FULL BRIEF AT

www.jtgfoundation.org
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