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I. INTRODUCTION

The purpose of this study is to examine racial differences in the magni-
tude and composition of wealth and to identify the reasons for these differ-
ences. We present recent cross—sectional data which show that, on average,
young black families hold only about 18 percent of the wealth of young white
families and tend to hold this wealth in proportionately different forms.
Blacks share a variety of characteristics that may lower their net worth rela-
tive to whites, most especially their lower income, but also such demographic
factors as a higher incidence of central city residence and families with
single heads. We find that the income difference is the largest factor ex-
plaining racial differences in wealth, but that even after controlling for
income and other demographic factors, as much as three—quarters of the wealth
gap remains. We speculate on the causes of these unexplained differences.

An investigation of wealth is important in formulating a more complete
picture of racial differences in well-being. Most studies of economic well-
being focus solely on income, but if wealth differences are greater than
income differences, then these studies will underestimate racial inequality.
Furthermore, if wealth differences exceed what could be expected on the basis
of racial differences in income, traditional policies which seek to narrow
income differences through labor market or transfer programs will not be
sufficient to close the wealth gap. Finally, wealth differences are also of
speclal concern because of their implications for intergenerational equity.
If blacks today have less wealth than whites, their children are likely to
have less as well to the extent that a substantial fraction of wealth is
bequeathed or used to finance children's education.

Previous studies of racial differences in wealth, although relatively

sparse, find black to white wealth ratios ranging from 0.08 to 0.19 [Terrell,
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1971; Smith, 1975; Soltow, 1972; and Sobol, 1979]. 1In one of the few studies
to investigate the causes of these differences, Terrell finds that racial dif-
ferences in income are not sufficient to account for the observed wealth dis-
parity: within the same income brackets black families have less than one-
half the wealth accumulation of white families. However, an important limita-
tion of his study is that the effects of other variables are not controlled
for. Studies of raclial differences in asset composition are especlally rare.
Sobol [1979] finds that some assets such as net equity in a business are much
more unequally distributed by race than other assets such as checking and
savings accounts. However, her analysis is not conducted in such a way that
it 1s possible to ascertain what factors might be responsible for these dif-
ferences in asset compésition.

The present study builds on previous work by performing a much more com-—
prehensive analysis of racial differences in wealth and asset composition,
using data from the 1976 National Longitudinal Survey (NLS) of young men and
the 1978 NLS of young women. Various evidence suggests that the period since
the mid-1960's has been one of substantial improvement in the relative labor
market success of black Americans, especially of younger blacks [Freeman, 1980;
Brown, 1984]. Our sample of relatively young families (the mean age of the
family heads is 30) focuses upon the group that has benefitted the most from
improvements in the labor market, and nets out the effects of past discrimina-
tion and other disabilities whichlolder blacks presumably suffered to a
greater extent. Thus, evidence of large unexplained racial differentials in
wealth for this relatively advantaged group of younger blacks would be of par-
ticular concern. Section II gives an overview of racial differences in wealth
and asset composition for this group. The theoretical framework and method-
ology employed in analyzing these differences are detailed in Section III and

our results are presented in Section IV.
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II. AN OVERVIEW OF RACIAL DIFFERENCES IN THE NLS

Separate data extracts from the NLS of young men and of young women were
merged so as to increase the overall sample size and to include more household
types (i.e., married-couple families, families headed by single1 males or
females, aﬂd one person households). 1In each survey the primary respondent
was 24 to 34 years of age.2 The sample was restricted to families (or indi-
viduals) in which the respondent (or spouse) was the family head and neither
spouse was enrolled in school. Cases with missing data on ;ny of the asset
variables or other variables usgd in our regression analyses were excluded.3

We study wealth differences among married couples and households with
single heads (including one person households) separately in order to control
more fully for racial differences in household structure. Table I shows dif-
ferences in wealth by race for married-couples, single heads, and the full
sample. Wealth is defined as the sum of the value of net liquid assets, net
business assets, equity in house(s), and equity in car(s).4 All values are
expressed in terms of 1976 dollars. As may be seen in Table I, the mean
wealth of all black households is $4,177, or 17.6 percent of the white mean of
$23,703.

Among both races, households with single heads hold less wealth than
married couples. The higher incidence of households with single heads among
blacks (45.3 percent) than among whites (23.4 percent) lowers their relative
wealth. However, within each group, wealth differences remain quite large.
Black mean wealth is 23 percent of the white mean among married couples and
13.5 percent among households with single heads. These wealth differences
within each household type account for the major portion of the wealth dif-
ferential in the full sample. That is, if blacks had the same incidence of
each household type as whites but continued to differ in their mean levels of

wealth, $18,544 (95 percent) of the racial differential of $19,526 would still




remain.5 Similarly, giving whites the black proportion of each household type
would result in a continued differential of §16,406 or 84 percent of the ini-
tial differential.6 Thus, in the empirical work that follows we focus upon
explaining the racial differences in wealth within each of the two groups.

The table also reveals some differences in asset composition by race.
While blacks hold less of all assets than whites, they hold a higher propor-
tion of their assets in the form of cars and houses, and a lower proportion in
net liquid and net business assets. As In the case of the overall wealth dif-
ferences, we seek to explain these differences in asset composition in terms

of racial differences in family characteristics.

III. THEORETICAL FRAMEWORK AND METHODOLOGY
A. Wealth
We now turn to the framework within which racial differences in wealth are

analyzed. According to a standard life cycle model [Modigliani and Brumberg,
19541, 1if W, is inherited wealth, r i1s a fixed rate of interest, and s, is
saving during period i, then the stock of wealth accumulated by the end of
period t can be defined as:

t
(1 W, = wo(1+r)t + I si(l+r)t—l

i=1
In other words, wealth equals initial inharitance plus the sum of saving from
all previous years, with interest compounded. Further, equation (1) suggests
that differences in wealth across families at roughly the same stage of their
life cycle have three identifiable sources-~differences in inheritance (or
other intergenerational transfers), rates of return, and saving behavior. Dif-

ferences In saving, in turn, depend upon differences in lifetime (or permanent)

income, age and other soclo-demographic factors related to tastes.
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Even in our relatively young sample, it is likely that all three of these
factors play a role in explaining individual wealth differences, especially by
race. First, while many of these families may not as yet have‘received sub—
stantial inheritances from their parents' estates, given current longevity and
the typical age differences between generations, they are quite likely to have
received gifts or "intervivos" transfers in the form of, for example, money
for college, a down payment on a house, or a share in a family-owned business.7
Second, given the importance of "liquidity conscraiﬂts" [Tobin, 1972}, even
young families are likely to have engaged in substantial amounts of past saving
to accumulate wealth as a cushion against unanticipated fluctuations in their
income. Finally, differential information or access to certain asset markets
will cause ex ante rates of return to differ across families, and given un-
expected capital gains or losses, ex poste returns may differ even more.

While the NLS data do not permit us to estimate equation (1) directly,
they do allow us to do so indirectly by controlling for income and demographic
factors that may be related to these three sources of wealth differences. To
fully allow for behavioral differences by race, we estimate separate regres—
sions for black and white families. Specifically, for each household type

(married couples and single heads) we estimate:

2) W, =a+b¥, +cz, +e

13 3 i] 1]

where wij equals wealth of family i of race j (j = black, white), Yij is

either the family's current observed income or a vector of its permanent and
y %

transitory income, Z is a vector of socio-demographic characteristics, and

1]
eij is a normally-distributed error cerm.8 Variable definitions and sample
means are provided in Table II.

The socio-demographic variables included in Z are the age of the head of

the household (AGEHEAD), family size (KIDS), location (CENTCITY, OTHSMSA,
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SOUTH), sex of the family head (FEMHEAD) for single heads, and weeks worked by
the wife (WKSWRK-W) for married couples. We expect the coefficients on
AGEHEAD and KIDS to be positive since older households will have had more time
to save, and those with more children may have a higher propensity to do so.
The location variables represent a variety of factors, including price levels
and differential access to and/or demand for specific assets (especially
housing) which might affect rates of return. Households he§ded by a woman
only may have experienced greater variation than othér households in their
economic circumstances——especially past income levels--and so may have accumu-
lated less wealth, ceteris paribus. There is some evidence [Brown, 1979] that
families with working-wives save less than other families at the same income
level. This may be due to higher work-related expenses or a reduced pre-
cautionary demand for saving.

Current income, through its effect on saving, is expected to have a
positive coefficient in a wealth regression, although the size of the coef-
ficient may differ by race, as discussed below. Since current income may not
be a very good proxy for the lifetime or permanent income upon which saving
decisions are based, we also estimate wealth regressions with measures of
permanent (PINC) and transitory (INCDIF) income estimated on the basis of
family income regressions.9 Both PINC and INCDIF are expected to have posi-
tive signs. However, since a given increment in INCDIF only represents higher
income in the particular year, while an increment in PINC reflects higher
income over a number of periods, we expect the effect of PINC on wealth to be
larger than the effect of INCDIF. The inclusion of a measure of permanent
income is particularly important for blacks in th;t, given their higher
unemployment rates, current income is likely to be a poorer indicator of their
long-term income situation. Thus, while we have somewhat less confidence in

the estimates of permanent income for single heads than for married couples,
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since the structure of the former households is more likely to change over
time, we still consider the specification including PINC and INCDIF to be

superior.

B. Portfolio Composition

Modern portfolio theory (e.g., Baumol [1970]) suggests that families hold
their wealth in a diversity of forms because assets differ in their perceived
risk, liquidity, divisibility, and exclusivity of yleld. Consumer demand for
broadly defined asset categories (net liquid assets vs. home equity, for
example) depends upon differences in tastes (including attitudes toward risk-
taking) and opportunities (expected rates of return). While none of these
factors can be observed directly, it may be possible to capture them indirectly
by measures such as family income, age, wealth, and other socio-demographic
variables. This approach has been taken by Watts and Tobin [1960], Crockett
and Friend [1967}, and Shorrocks [1982] among others. None of these studies
pays particular attention to race per se as a determinant of asset composition.

To separate the effect of race from other determinants of asset composition
and to allow the impact of race differ by asset, we estimate separate regres-—

sions (by race) for each of four asset categories. We hypothesize that
(3) A =g+ ka + e Z+ dkw toe, k=1, [1,..,4]

where Ak equals holdings of asset k (by the ith family of race j, where the

1, j subscripts have been omitted to simplify the notation) Y, and Z have been

defined above, and

(4) W=A +A +A+A

where Al = net liquid assets, A2 = net business assets, A3 = equity in

house(s), and A, = equity in car(s). The inclusion of total wealth itself as

4



a determinant of net asset composition is meant to capture market imperfectiouns
such as differential access .to credit across families at different levels of
wealth and their unequal ability to acquire certain assets with large minimum

10
denomination restrictions.

C. Racial Differences

In estimating equations (2) and (3), we allow for racial differences in
the effect of income on wealth. We expect the coefficient on actual income to
be smaller in the black wealth regressions. Since blacks have historically
faced higher unemployment rates than whites (e.g., 14.0 percént vs. 6.4 per—
cent in 1976), a given level of measured income is likely to have a higher
transitory component and thus be a poorer indication of permanent income for
blacks than whites. Thus, even if there are uno racial differences in the
wealth regression coefficlents on permanent income, there will appear to be
differences using actual income.

Once we control for racial differences in permanent income and demographic
factors, are there any a priori reasons to expect ceteris paribus racial
differences in wealth and asset composition? There may be if expected future
income growth differs by race. For example, if blacks expect faster future
income growth than whites, they may have saved less out of past income, thus
lowering the ratio of current wealth to income. However, recent studies by
Lazear [1979] and Smith and Welch [1986] find no racial differences in wage
growth for males in our particular cohort.11 Other possible reasons for
ceteris paribus racial differences are suggested by equation (1).

First, black families will have less wealth than white families if they
engage in proportionately less saving. However, Friedman [1957] cites several
pieces of evidence (pp. 79-85) which suggest that for a given income, blacks

actually consume less and save more than whites. Alexis [1971] also finds
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support for the proposition that the saving rate of blacks exceeds that of
whites. Galenson [1972] finds that black and white families in the 1960-61
Consumer Expenditure Survey (CES) exhibit identical saving rates, while
Hamermesh [1982], using data from the 1972-73 CES{ finds that, out of a given
income, black's consumption expenditures are lower than white's. Thus, we are
led to conclude that racial differences in wealth, controlling for income and
other factors, are not expected on the basis of differences in saving beha-
vior.

Second, differences in inheritance or other intergenerational transfers
may be a potential source of racial differences in wealth. While there is
little direct information on intergenerational transfers by race, Smith [1975]
provides some relevant evidence by examining estate records for deceased per-—
sons in 1967 in Washington, D.C. He finds that mean black net worth for males
was $9,654, or less than one-sixth of the mean white male net worth of
$61,756. Racial differences in intergenerational transfers (WO in equation
(1)) are likely to be an important source of unexplained racial differences in
our wealth regressions because, given the labor market progress of younger
blacks during the 1960s and 1970s, a black's family of origin is likely to
have had lower income and wealth than that of a white with similar levels of
our control variables. Intergenerational transfers may affect the composition
as well as the level of wealth. Blacks may find it more difficult to purchase
a home without a gift or low interest loan from their parents for the down
payment. Similarly, to the extent that blacks are less likely to have
inherited property or a family business or farm, or to have the opportunity to
join an on-going family enterprise, we may expect net business assets to

comprise a smaller proportion of black wealth, all else equal.12
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The final source of wealth differences according to equation (1) is dif-
ferences in rates of return, both within and across asset categories. 1If
blacks face barriers to acquiring certain assets such as housing and busi-
nesses which historically have paid among the highest real rates of return,
they are likely to earn a lower overall return on their portfolios than do
whites. In the case of business assets, blacks may face customer discrimina-
tion, difficulty in securing loans, or poor information about investment
opportunities due to prior discrimination in education. While it is difficult
to assess the importance of such factors for business assets, there is a sub-
stantial literature on the effects of racial discrimination on home ownership.
Controlling for income and demographic differences, there is clear evidence
of racial differences in home ownership rates and housing values favoring
whites (e.g., Kain and Quigley [1972]; Jackman and Jackman [1980]). However,
these differences are much less pronounced among recent movers [Roistacher and
Goodman, 19761, or controlling also for differences in total wealth [Birnbaum
and Westin, 1974]. 1Indeed, this latter evidence suggests that housing market
discrimination, although it may reduce total wealth, need not lower the pro-
portion of wealth comprised of home equity. In fact, locational segregation
and price discrimination could actually work to increase the share of home
equity in black wealth, all else equal.

The labor market situation of blacks may also produce racial differences
in asset composition and hence in rates of returns. Higher unemployment and
greater income uncertainty may increase the demand of blacks for liquid
(relative to other types of) assets. Since rates of return are often lower
for liquid assets than for other types, blacks may earn a lower overall return
on their portfolio, particularly if they lack information about or access to

higher yielding liquid assets, such as stocks and bonds.
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V. EMPIRICAL RESULTS

A. Wealth

The wealth regression results for married couples and single heads are
shown in Table III for specifications in which either current incéme (INCOME)
or estimated permanent (PINC) and transitory (INCDIF) income are employed as
explanatory variables.13 The results for the equations including PINC and
INCDIF conform to expectations. The coefficients on PINC and INCDIF are con-
sistently positive, with the coefficient on PINC gréater than that oun INCDIF.
In addition, coefficients on PINC are larger than the corresponding coef-
ficients on INCOME, suggesting that the former is indeed a better indicator of
the long-term income position of the family. Within each household type, the
difference in the coefficients on PINC and INCOME is relatively larger for
blacks than whites, as would be expected given black's higher transitory
income. Among married couples (single heads), the coefficient on PINC is 120
(98) percent higher than the INCOME coefficient for blacks, compared to 45 (2)
percent higher for whites. In the analysis which follows we focus on the
specification which includes PINC and INCDIF, although the results are similar
when the specification which includes INCOME is employed.14

As expected, the regression results indicate that for both races and
household types, wealth tends to be positively related to AGEHEAD and KIDS,
all else equal. Among married couples, WKSWRKW, CENTCITY, OTHSMSA and SOUTH
are negatively related to wealth, although the effects are not always signifi-
cant. Among households with single heads, FEMHEAD is negatively related to
wealth, although not significantly, and, of the location variables, only one,
CENTCITY, is significant in the white regressions with a negative sign.

The impact of these factors on racial differentials may be illustrated

with reference to Table II. Black households have lower permanent income, are
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more likely to live in the central city (but less likely to live in the
suburbs), have a higher proportion of families headed by women only, and,
among married couples, have wives who work a greater number of weeks on
average-—all characteristics associated with lower wealth. At the same time,
as may be seen in Table II1I, the magnitude of the impact of these explanatory
variables are often quite different in the black and white regressions. Most
notable are the considerably smaller coefficients on PINC and AGEHEAD for
blacks than for whites——64.5 (72) percent lower for fINC and 68.2 (94.1) per-
cent lower for AGEHEAD among married couples (single heads).15

In accounting for overall racial differences in wealth, we employ a stan-
dard means-coefficients analysis (e.g., see Blinder [1973]). The effect of

race differences in means (M) and coefficients (C) are computed as:

(5) Hj = iBij(Xiw— Xib) and
(6) Cj = ixij(niw— Bib)

where Bij and iij are the estimated regression coefficient and mean of the
ith explanatory variable for the jth race group. Note that the estimate of
the effect of the means (coefficients) may vary depending upon the weights
chosen. In addition, the total differential (D) will be exhausted only by an
inconsistent set of weights (an example of the index number problem). That
is,

¢)) D=W, - W =M +C =M +Cp.
In what follows, we use the term "unexplained differential" to refer to the
differential that cannot be accounted for by race differences in the means of
the explanatory variables, evaluated by the indicated (black or white) func-

tion.
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In general, the more dissimilar the two wealth functions, the greater the
likelihood of obtaining very different results depending on the weights
employed. This is precisely.the situation revealed in the decomposition of
the racial wealth differences shown in Table 1V. Differences in the means of
the explanatory variables are estimated to explain 73.6 (96.6) percent of the
wealth differential for married couples (single-heads) when the white func—
tions are used, but only about 22 percent when the black functions are
employed.16 \

Given the sharply differing results based on the black and white func-
tions, it is reasonable to inquire whether there are any grounds for empha-
sizing one set of results over the other. While the selection of weights is
in some sense arbitrary, it is also true that each comparigon may be viewed as
corresponding to a hypothetical situation or experiment. The results using
the white functions indicate the consequences for the wealth gap of giving
whites the black means. However, from a policy perspective, the more relevant
question appears to be the one addressed when the black functions are employed:
what would happen to black wealth if blacks were given the white means but
retained their own functions? The results indicate that even if we were
successful in eliminating all the disadvantages of blacks in terms of their
lower incomes and adverse locational and demographic characteristics, a large
portion of the gap—78 percent-—would remain. By this estimate, over three-
quarters of the observed racial differences in wealth appears to be related to
race per se, as reflected in the dissimilar black and white wealth functions.

Why are the black and white wealth functions so different? Indeed, the
coefficient on permanent income alone is approximately three times as large in

the white regressions as in the black. While some of the difference may be



—14—

attributed to the effect of racial discrimination, we are probably already
controlling for much of this by controlling for differences in family income
and residential location. As we have seen, past studies appear to rule out
major differences in the propensity to save as an explanation. In addition,
while housing discrimination and other factors may produce race differences in
rates of return, simulations with equation (1) suggest that differences in
rates of return cannot explain more than a very small income coefficient
difference-17 This leaves differences in inheritance and other intergenera-
tional transfers as the most likely explanation. Thus, public policies that
reduce such transfers (e.g., estate and gift taxes) may be the only way to
equalize income coefficients--and thus eliminate most of the unexplained
wealth differences.

The decomposition results for wealth are in sharp contrast to those
obtained for income. As may be seen in Table IV, racial differentials in
income are not only smaller than wealth differentials (in both absolute and
relative terms), they are also more consistently explained by the character-
istics of black and white families. Differences in means are found to explain
62 to 84 percent of the income gap among married couples, and 45 to 52 per-
cent among families with single heads.

Given the overall effect of racial differences in characteristics on the
wealth gap, it is also of interest to ascertain the impact of various sets of
variables taken separately. This information is presented in Table V. The
various factors may influence wealth holdings both directly, controlling for
income, and indirectly via their effect on income itself. Thus, both direct
and total (direct plus indirect) effects of each set of variables are shown in
the table.18

Considering first the direct effects, it may be seen that income is by far

the most important factor in terms of its impact on wealth, although its
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magnitude differs considerably depending upon which coefficients are used.
Income differences between black and white families are estimated to account
for approximately one quarter of the wealth differential based on the black
functions and from 63.1 percent (married couples) to 90.6 percent (single
heads) when the white functions are used. Controlling for income and other
factors, raclial differences in wife's work status, incidence of female—headed
families, and other demographic factors have relatively little impact on the
wealth differential. The impact of locational factors is perhaps less than
might be expected. Among married couples, residence has relatively little
effect on the wealth gap because the negative effect of the greater tendency
of blacks to live in central cities is approximately offset by the greater
tendency of whites to live in the suburbs. The continued greater tendency of
blacks to be located in the South is estimated to explain 9.4 percent of the
wealth difference among married couples when the white function is used.19
Among single-heads, blacks' concentration in the central cities is found to
adversely effect their wealth only when the white function is used, in which
case it accounts for 15.7 percent of the wealth differential.

Looking at the total effects, we find that demographic factors ultimately
play a larger role in explaining wealth differentials. Among the demographic
variables, education is the most important, accounting for from 8.3 to 25.1
percent of the differential among married couples and from 5.9 to 31.1 percent
among single~heads. Somewhat greater effects of the residence variables are
discerned among married couples, with this factor accounting for as wuch as
6.1 percent of the wealth gap when evaluated by the black function. The esti-
mate of the contribution of Southern location is also somewhat increased.

The estimate of the unexplained portion of the wealth gap is raised when

we focus on total effects because we include the impact of unexplained income
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as well as of unexplained wealth differences. Thus, approximately half of the
wealth differential is not explained by raclal differences in the means of the
explanatory variables, even when they are evaluated using the white functions.
When the black functions are employed, the unexplained percentage ranges from

81.5 (married couples) to 93.2 (single heads).

B. Asset Composition

It may be recalled from Table I that blacks, on average, hold less of
their wealth in the form of net liquid and net business assets and more in the
form of equity in house(s) and car(s). In this section, we address the
question of the extent to which this observed difference can be explained by
differences in the means of the explanatory variables. As in the preceding
analysis of wealth differentials, a means—coefficients decomposition 1s used
to address this question. The results are shown in Table VI.ZO

Again, the results are sensitive to the weighting scheme employed. Using
the white functions, we find that racial differences in the means of the
explanatory variables (including wealth) are more than sufficlent to account
for the observed differential in net liquid assets and that the unexplained
differential is thus negative. This remains the case among single heads, but
not among married couples, when the black functions are employed. Thus, while
black families with single heads unambiguously hold a higher proportion21 of
their wealth in the form of liquid assets than their white counterparts? among
married couples this 1Is only true at the lower levels of income and wealth
represented by the black means.

Thus, we find some support for the expectation that blacks' higher unem-
ployment rates (transitory income) result in their holding a higher proportion

of their wealth in liquid form, particularly at lower levels of income and

wealth. This is consistent with the holding of a minfimum cash reserve against
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the contingency of unemployment which, among married couples, increases less
than in proportion to wealth with increasing affluence. 1t may also reflect a
smaller utilization of more sqphisticated forms of holding liquid assets (such
as stocks and bonds) among married blacks relative to whites due, say, to
poorer information about these options.

In the case of equity in house(s) (and, among married couples, car equity),
we find that, at lower levels of income and wealth, blacks hold a smaller pro—
portion of wealth in this form (these forms). However, if Slack married
couples were given the higher levels of income and wealth represented by the
white means, they would "overinvest" in housing (and cars) relative to whites,
while the howe equity and holdings of automobiles of black single-heads would
be about the same as their white counterparts. Thus the evidence is not con-
sistently supportive of the notion that housing discrimination lowers the pro-
portion of wealth held by blacks in the form of housing.22 As noted above, it
may well have other effects. While we control for residence in drawing this
conclusion, it may readily be seen that racial differences in residence do not
explain much of the racial differences in house equity when the black
functions are employed.

At the white means, blacks are found to have a considerably smaller amount
of net business assets than do whites. This is the case at the black means as
well among single heads, although not among married couples.23 Thus some sup— -
port is found for the possibility of barriers to the accumulation of business
wealth among blacks, particularly at the higher levels of income and wealth
represented by the white means. Indeed, a lack of opportunity to accumulate
business wealth may in part explain the tendency of black married couples to
hold a higher proportion of their wealth in the form of home equity (and cars)

at the white means.
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VI. CONCLUSION

In this paper we have examined black/white differences in wealth and asset
composition among younger families. We have found large racial differences
which cannot be explained by differences in income and other demographic and
locational characteristics. Our findings suggest that even if policies
designed to reduce racial differences in iqcome and other differences in
characteristics were completely successful, as much as three—quarters of the
gap in wealth would remain. This large unexplained differential (due to dif-
ferences in coefficients between black and white wealth functions) appears not
to be primarily the result of racial differences in saving behavior or rates
of return. Thus, we conclude that racial differences in inheritance and other
intergenerational transfers most likely play an important role. Some support
was also found for the possibility of barriers to the accumulation of business
wealth among blacks. Thus, our findings suggest that additional policies
which might help to lower the racial gap in wealth include increases in estate

and gift taxes and the promotion of small businesses among blacks.
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FOOTNOTES

1. For simplicity, we use the term single to refer to all respondents who
are not married with a spouse present.

2. To keep the sample relatively homogeneous with respect to age, we
required that the respondent's spouse be age 18 to 40 (if wives of male
respondents) or 21 to 40 (if husbands of female respondents).

3. The proportion of cases remaining after exclusion for missing data was
quite similar for whites and blacks (64 vs. 63 percent for married couples and
78 vs. 77 percent for single heads). Most exclusions were due to missing data
on assets or income. The means of the remaining explanatory variables when
cases with missing wealth or income are included are quite similar to those
reported in Table II.

4., Cases with negative values of wealth or of particular assets are
included in the analysis.

2
5. Computed as L P
i=1
comprised of the ith household type (i.e., married couples or single heads),

-W .), where P

wi( wi bi 4 = the proportion of the total

ﬁi = the mean wealth of the ith household type, and the subscripts w and b
refer to whites and blacks, respectively.

6. These calculations are intended to provide only a rough indication of
the impact of family status on the racial wealth differential. 1f marriage is
selective of the more economically advantaged, increasing the proportion of
married couples among blacks may not lower the racial wealth differential by
as much as our calculations suggest. Wealth levels may also be behaviorally
related to marital status. On the one hand, the lower asset levels of black
married couples may raise their probability of marital dissolution. On the
other hand, to the extent that black couples anticipate a higher probability
of marital break-up, they may have a lower incentive to accumulate assets.

7. There has been some recent debate over the importance of inheritance
in aggregate analyses with Kotlikoff and Summers [1981] concluding that inher—
itance represents an important source of aggregate wealth accumulation and
Modigliani [1984] contending that its contribution to aggregate wealth is
quite small.

8. Specifications of this type may suffer from heteroskedasticity (see,
e.g., Prais and Houthakker [1955]). When heteroskedasticity is present, the
OLS regression coefficients are unbiased although their conventionally calcu-
lated standard errors may be biased. Since our focus (see below) is on
means-coefficients analyses of black-white differences in wealth and assets
for which unbiased estimates of the regression coefficients are sufficient, we
have not corrected for possible heteroskedasticity. Statements in the text
regarding significance levels should, however, be interpreted with caution.
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9. The explanatory variables in the income regressions include age and
age squared of head {and spouse), education and health of head (and spouse),
as well as KIDS, CENTCITY, OTHSMSA, SOUTH and FEMHEAD (single-heads).
Permanent income was set equal to predicted income evaluated at AGEHEAD equal
to 30. (The wife's age was set equal to what her age would be when her
husband was 30.) This provides a consistent measure of permanent income that
can be compared across families which may be at somewhat different stages of
the life cycle. Transitory income (INCDIF) is defined as the difference
between observed income and predicted income evaluated at the actual age of
the head (and wife).

10. Brainard and Tobin [1968] have shown there are important cross—
equation restrictions that apply to the system of four equations in (3),
specifically the coefficients ay, by, and ¢ must each sum to zero across the
four equations and the four coefficients on wealth (dy) must sum to one.
These restrictions are met by OLS estimation of (3).

11. Using longitudinal data from the NLS, Lazear finds no significant race
difference in wage growth over the 1966-69 period. Similarly, using Census
data, Smith and Welch find that for the cohort with a median labor market
entry of 1963 (1968), the black/white wage ratio was 70.1 (75.1) percent in
1970 and 71.2 (73.5) percent in 1980. Published data from the Current
Population Survey suggest that black and white women in this cohort also
experienced similar wage growth. The ratic of black to white median income of
full-time, year-round workers was 93.4 peicent among those aged 20-24 in 1970
and 95.6 percent among those aged 30-34 in 1980.

12. Note that the value of access to a famlily business most likely exceeds
the market value of the business itself. The individual is likely to have
received informal training in the conduct of the business from his or her
parents, as well as many useful contacts.

13. The sample sizes differ somewhat between the two specifications be-
cause those using INCOME as an explanatory variable exclude cases for which
INCOME is negative, and include cases which have missing values for variables
which are used to predict income but not wealth (e.g., EDUC-H, EDUC-W). The
underlying income regressions used to estimate PINC and INCDIF are available
from the authors upon request.

14. When the INCOME specification is employed, a smaller proportion of
the differential is found to be explained by racial differences in the means
of the explanatory variables (see below).

15. These differences are significant at the 1 percent level in the case
of married couples and at the 2 percent level in the case of single heads.

16. When the specification using actual income rather than PINC is
employed, the mean effects are smaller. Expressed as percentages of the total
differential, they are Mp = 19.4 and My = 59.4 (married couples) and My = 11.3
and M, = 89.4 (single heads). When a PINC squared term is included in the
permanent income specification to allow for possible nonlinearities in the
relationship between income and wealth, the results are quite similar to those
reported in the text. The coefficient on PINC squared is negative in all the
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regressions (but significant only in the case of white married couples). The
mean effects (as a percent of the total differential) are Mp = 21.3 and
My = 83.9 (married couples) and Mp = 21.0 and M, = 98.9 (single heads).

17. Suppose that saving is identically s percent of permanent income Y in
each year; that {is,

S1 = S2 = eee = St = sY.

This means that equation (1) can be rewritten as

t t
wt = w0(1+r)t + sY I (14-:~)t 1. wo(1+r)t + sY[(—lj—EZ——l—].

i=1

If s is the same for white and black families, then the income coefficient
differs only because of racial differences in r (for a given date t). Assume
that s is 0.1 and t = 10. If blacks earn r = 0.03 on their portfolio, then
their income coefficient would be 1.146, which is quite close to the coef-
ficient on PINC for black married couples reported in Table III of 1.156.
However, even if whites earned r = 0.09--three times the black rate of return——
their income coefficient would be only 1.519. Thus, for reasonable parameter
values, it would appear that interest rate differences could not account for
more than a small differential in the income coefficient.

18. The indirect effect of racial differences in the means of variable Xj
on wealth is

I x

1w Xgp)!

[ *
57 ByylByy

*
where Bij is the coefficient on the ith explanatory variable for the jth race
group in the income regression and the other terms have been defined above.

19. The concentration of blacks in our sample in the South (see Table II)
is higher than figures obtained from Census data which indicate that in 1980,
about 56 percent of married and 48 percent of single (nonmarried) black men
and women aged 25 to 39 lived in the South. This difference most likely
results from the oversampling of households in predominantly black enumeration
districts which was employed to increase the number of blacks in the sample.
Adjustment for this factor would, however, have only a modest effect on the
decomposition results reported above.

20. The regression results upon which these computations are based are
available upon request.

21. Note that since the regressions control for total wealth, a dollar
differential in favor of blacks implies that they hold a higher proportion of
their wealth in this form.

22. Birnbaum and Weston [1974] find similar results for the probability
of home ownership, controlling for wealth. At the black means, whites were
more likely to own homes than blacks, however, at the white weans, blacks were



24—

more likely to be homeowners. It might be argued that barriers to home
ownership among blacks lower their wealth levels so that, controlling for
wealth, the black disadvantage is not apparent. When similar calculations are
performed based on regressions in which wealth is not included as an explana-
tory variable, it is found that house equity is indeed lower evaluated at both
the white and black means. The unexplained differential ranged from 27.3
(black means) to 70.7 percent (white means) of the total differential among
married couples and from 84.9 (black means) to 91.7 (white means) awmong single
heads. However, among married couples, blacks would hold a higher propor-
tion of their wealth in the form of housing, regardless of whether the func-—
tions are evaluated at the black or at the white means. The findings for the
proportion of wealth held in house equity for single-heads remain the same as
those reported in the text.

23. 1In this case, it is found that when wealth is omitted as an explana-
tory variable, blacks would hold a smaller proportion of their wealth in the
form of business assets when the functions are evaluated at either the white
or the black means.



Table 1

Wealth and Income by Race and Household 'Iypea
(1976 Dollars)

Married couples Single heads Total
Black White Ratio®  Black  White  Ratio®  Black  White Ratio”

(s) (s (€3) $) (s) [€3) ($) [€3) (2)
Ret
Liquid -
Assets =74 2,756 -2.7 246 3,604 6.8 71 2,955 2.4
Ret
Business
Assets 569 7,874 7.2 281 4,793 5.9 438 7,152 6.1
Equity
in
House(s) 4,222 13,864 30.5 665 2,616 25.4 2,610 11,230 23.2
Equity
in
Car(s) 1,492 2,544 58.6 533 1,782 29.9 1,057 2,366 44.7
Wealth 6,210 27,039 23.0 1,725 12,795 13.5 4,177 23,703 17.6
Income 13,304 17,636 75.4 6,783 10,418 65.1 10,349 15,946 64.9
Number
of
Qbser—
vations 485 2,204 402 674 887 2,878

a. Net liquid assets consist of checking and savings accounts, U.S. savings bonds, stocks
and bonds and mutual funds, and personal loans to friends and relatives, less other debts. Qther
debts are defined as the value of all liabilities other than those against business, house or
cars. Net business assets equal the market value of farm, business and real estate assets minus
outstanding liabilities on such assets. Equity in house(s) equals the market value of owner-—
occupied housing minus the value of the unpaid mortgage. Equity in cars equals the market value
of cars owned minus the value of outstanding loans on those cars.

b. The black mean divided by the white mean.



Table 11

Means of Explanatory Variables By Race

(standard deviations)

Married couples

Black White
AGEHEAD = age of head 29.73 30.08
(3.64) (3.73)
FEMHEAD = 1 if head is a single ... see
woman; and O otherwise
KIDS = number of children 2.06 1.59
(1.56) (1.19)
WKSWRK-W = weeks worked of 29.46 24,46
wife (22.08) (22.53)
CENTCITY = 1 if resides in <49 22
central city; and O otherwise (.50) (.42)
OTHSMSA = 1 if resides in SMSA .16 bb
outside central city; and (.37) " .50)
0 otherwise
S0UTH = 1 if resides in the 72 31
South; and O otherwise (.45) (.46)
INCOME (1000's) = actual 13.30 17.64
income (7.47) (8.54)
PINC (1000's) = estimated 13.71 17.78
permanent income at (4.13) (3.50)
AGEHEAD=30
AGEWIFE = age of wife . 27.78 28.26
(3.64) (3.57)
EDUC-H = years of school 11.52 13.21
completed by head (2.81) (2.67)
EDUC-W = years of school 11.61 12.67
completed by wife (2.48) (2.38)
Number of observations 485 2,204

Single heads

Black

28.35
(3.20)

.67
€.47)

1.43
(1.64)

.65
(.48)

.18
(.38)
.50
(.50}

6.78
(5.14)

7.18
(1.78)

11.47
(2.71)

402

White

27.86
(2.97)

.49
(.50)

A4
(.90)

.39
(.49)

.38
(+49)
.28
(.45)

10.42
(6.75)

11.34
(2.75)

13.69
(2.68)

674




Table III

Regression Results:
(standard errors)

Wealth

Married couples

Explanatory Blacks
Variables (1) (2)
Income 525%% cee
(1000's) (73)
PINC ces 1,156%%
(1000's) (157)
INCDIF res 3534+
(1000's) (71)
AGEHEAD 456%% 7954
(123) 7
KIDS 124 683*
(322) (314)
FEMHEAD vee vee
WKSWRKW -15 -9
(23) (22)
CENTCITY -3,711%% -5,322%*
(1,124) (1,093)
OTHSMSA 711 -3,855¢
(1,503) (1,587)
SOUTH -879 1,262
(1,157) (1,110)
CONSTANT =-11,595%% -32,079%*
(3,630) (4,543)
Rz 18.4 22.0
NOBS 505 485

Whites
1) (2)
2,229%* .ee
(132)
.o 3,229%*
(400)
e 1,8624%
(149)
971%% 2,497%%
(312) (321)
1,370 2,803*
(1,008) (1,159)
—184%% ~164%*
(50) (54)
-5,578 -8,364%%
(2,280) (3,163)
-5,681* —8,606%*
(2,464) (2,813)
-5, 160% -4,698
(2,288) (2,486)
=34,397%% -98,833%*
(8,909) (12,174)
13.9 12.0
2,302 2,204

Single heads
Blacks Whites
(1) (2) (¢} )
350%* ves 2,353%# “es
(73) (247)
ves 672% aee 2,408%*
(312) (901)
.ee 3194+ .es 2,264%%
(73) (251)
47 83 296 1,409%
(117) (116) (565) (547)
-30 28 184 269
(281) (284) (1,964) (2,127)
-1,380 -979 =744 -883
(978) (1,004) (3,458) (4,259)
826 542 -10,068%  -10,100*
(1,045) (1,063) (4,113) (4,496)
-101 -792 -4,360 4,749
(1,270) (1,409) (4,085) (4,294)
110 779 1,388 1,229
(777) (972) (3,441) (3,439)
-1,520 -5,448 -14,738 -48,098%#*
(3,491) (4,302)  (15,410)  (17,964)
7.0 7.2 14.0 13.6
397 402 669 674

*Coefficient is

##Coefficient is significant at the 1 percent level on a two-talled test.

significant at the 5 percent level on a two-tailed test.



Table 1V

Decomposition of Racial Differences in Wealth and Income

Wealtha Incomeb
Black White Black White
Functions Functions Functions Functions

€ s ® ™° ($ ™Mt ® m*

1. Married couples
(1) Evaluated at

black means 6,210 23.0 11,704  43.1 13,304 75.4 14,950 84.8
(2) Evaluated at

white means 10,755 39.8 27,039 100.0 16,937 96.0 17,636 100.0
(3) Unadjusted

differential 20,829 77.0 20,829 77.0 4,332 24.% 4,332  24.6
(4) Explained (2)~-(1) 4,545 16.8 15,335  56.7 3,633  20.6 2,686 15.2

(% of unadjusted) (21.8) (73.6) (83.9) (62.0)
(5) Unexplained (3)-(4) 16,284 60.2 5,494 70.3 699 4.0 1,646 9.3

(% of unadjusted) (78.2) (26.4) (16.1) (38.0)
II. Single heads
(1) Evaluated at

black means 1,725 13.5 2,096 16.4 6,783  65.1 8,531 8l1.9
(2) Evaluated at

white means 4,153  32.5 12,795 100.0 8,414 80.8 10,418 100.0
(3) Unadjusted

differential 11,070 86.5 11,070 86.5 3,636 34.9 3,636 34.9
(4) Explained (2)-(1) 2,428 19.0 10,699 83.6 1,631  15.7 1,877 18.1

(% of unadjusted) (21.9) (96.6) (44.9) (51.9)
(5) Unexplained (3)-(4) 8,642 67.5 371 2.9 2,004 19.2 1,748 16.8

(% of unadjusted) (78.1) (3.4) - (55.1) (48.1)
a. Based on wealth regressions reported in Table III.
b. Based on family income regressions available from the authors upon request.

As a percentage of the white mean.



Table V

Decomposition of Racial Differences in Wealth:

Direct and Total Effects

Direct Effects

Total Effects

Black White Black White
Functions Functions Functions Functions
® @ ® ™ ® ™ ® m*
I. Married couples
Explained Differential 4,545 21.8 15,335 73.6 3,850 18.5 10,036  48.2
Demographic
Characteristics 3 0.0 374 1.8 2,127 10.2 6,828 32.8
Education —-— - —=== - 1,723 8.3 5,234  25.1
Wife Work 45 0.2 820 3.9 45 0.2 820 3.9
Residence 359 1.7 =141  -0.7 1,275 6.1 345 1.7
Region =524 -2.5 1,951 9.4 448 2.2 2,863  13.7
Income 4,707 22.6 13,150  63.1 —— _— —— ——
Unexplained Differential 16,284 78.2 5,494  26.4 16,979 81.5 10,793 51.8
Unexplained Income
Difference —== -— - -——- 695 3.3 5,299  25.4
Total Differential 20,829 100.0 20,829 100.0 20,829 100.0 20,829 100.0
II. Single heads
Explained Differential 2,428 21.9 10,699 96.6 758 6.8 5,778  52.2
Demographic
Characteristics 113 1.0 -783 -7.1 872 7.9 4,571 41.3
Education —_—— -— -—— -— 650 5.9 3,438  31.1
Female Head 181 1.6 163 1.5 330 3.0 1,454 13.1
Residence -305 -2.8 1,736  15.7 -191 -1.7 1,379 12.5
Region -176 -l.6 =279  -2.5 77 0.7 -172 -1.6
Income 2,796 25.3 10,024  90.6 ——= - ——— -
Unexplained Differential 8,642 78.1 371 3.4 10,312 93.2 5,292  47.8
Unexplained Income
Difference -_— -— -— -— 1,670 15.1 4,921  44.5
Total Differential 11,070 100.0 11,070 100.0 11,070 100.0 11,070 100.0

a. As a percentage of the total differential.



Table VI

Decomposition of Racial Differences in Asset Compositiona

I.

Net Liquid Net Business Equity Equity
Assets Assets in House(s) in Car(s)
3 ¥ 5 0 B § s pA3
Married couples
Total Differential 2,830 100.0 7,305 100.0 9,642 100.0 1,052 100.0
Explained Differential 2,003 70.8 3,692 50.5 13,095 135.8 2,039 193.8
(black functions)
Demographic
Characteristics 59 2.1 35 0.5 =205 -2.1 111 10.6
Residence 135 4.8 -194 -2.7 0 0.0 59 5.6
Region 213 7.5 -156¢ -2.1 -41 -0.4 =23 -2.2
Income =55 -1.9 -117 -1.6 205 2.1 -34 -3.2
Wealth 1,651 58.3 4,117 56.4 13,135 136.2 1,926 183.1
Unexplzined Differential 827 29,2 3,614 49.5 ~3,453 -35.8 -988 -93.9
(white reans)
Explained Differential 3,754 132.7 8,350 114.3 8,160 84.6 565 53.7
(white functions)
Demog iraphic
Chargoteristics 354 12.5 =370 -5.1 -102 ~l.1 117 11.1
Resic:nce -516 -18.2 -28 -0.4 561 5.8 -17 -1.6
Regicn -38 -3.1 -1,241 -17.0 1,346 14.0 -17 -1.6
Inco:.” 1,958 69.2 -4,159 -56.9 1,981 20.5 220 20.9
Weallii 2,047 72.3 14,147 193.7 4,374 45.4 261 24.8
Unexplained Differential -924 -32.7 ~-1,045 -14.3 1,482 15.4 487 46.3

(black means)



Table VI (cont'd.)

Net Liquid Net Business Equity Equity
Assets Assets in House(s) in Car(s)
$ LY LI s g
II. Single heads
Total Differential 3,358 100.0 4,513 100.0 1,951 100.0 1,249 100.0
A. Explained Differential 5,790 172.4 2,016 44.7 1,936 99.2 1,329 106.4
(black functions)
Demographic
Characteristics 199 5.9 -69 -1.5 -218 -11.2 87 7.0
Residence 40 1.2 -136 -3.0 42 2.2 53 4.2
Reglon 270 8.0 ~-189 -4.2 =74 -3.8 -7 -0.6
Income ~1,470 -43.8 1,012 22.4 -87 4.5 545 43.6
Wealth 6,750 201.0 1,398 31.0 2,271 116.4 651 52.1
Unexplained Differential =-2,432 . -72.4 2,497 55.3 15 0.7 -80 ~6.4
(white means)
B. Explained Differential 5,859 174.5 3,732 82.7 322 16.5 1,156 92.6
(white functions)
Demographic
Characteristics -639 -19.0 1,852 41.0 -1,579 -80.9 366 29.3
Residence -125 =3.7 =212 =4.7 334 17.1 2 0.2
Region =412 -12.3 160 3.5 157 8.0 95 7.6
Income 2,283 68.0 -3,211 -71.2 567 29.1 362 29.0
Wealth 4,753 141.5 5,144 114.0 842 43.2 330 26.4
Unexplained Differential =-2,502 =74.5 780 17.3 1,628 83.4 93 . 7.4
(black means)
a. Based on asset regressions available from the authors upon request.
b. As a percentage of total differential.



Table A-I

Regression Results: Income
(standard errors)

Explanatory Married couples Single heads
Variables Blacks Whites Blacks Whites
AGEHEAD 796 1,237 1,348 -15
(1,022) (672) (1,530) (1,555)
AGEHEAD? -10 -14 -21 8
(17) (11 (26) 27)
AGEWIFE 2,173% 232 eee cee
(929) (598)
AGEWIFEZ —~34% 1 vee eee
(16) (10)
KIDS -505% —-687** 96 -199
(209) (161) (201) (323)
FEMHEAD cae een -1,195 -2,8974%
(661) (520)
EDUC-H 543%4 777%% 4374% 644k
(122) (76) (100) (98)
EDUC-W 539%* 286%~ cee .o
(140) (86)
HEALTH-H -1,797 -1,692%* -973 -1,751*
(1,191) (595) (764) (854)
HEALTH-W -2,206% -2,041%* vae ees
(957) (611)
CENTCITY 1,340 1,760%* 355 1,554*%
(712) (448) (729) (632)
OTHSMSA 4,155%* 2,247%% 1,309 1,319%*
(938) (379) (889) (627)
SOUTH ~2,025%% -680 -1,666%* -195
(713) (359) (522) (531)
CONSTANT ~46,675%* -27,260% -18,019 -3,939
(17,501) (10,974) (22,046) (22,091)
&2 31.4 20.6 12.2 18.3
NOBS 485 2,204 402 674

*Coefficient is significant at the 5 percent level on a two—tailed test.

**Coefficient is significant at the 1 percent level on a two-tailed test.



Table A-II

Regression Results for Assets, Married Couples
(standard errors)

Blacks (N=485) Whites (N=2,204)
Net Net Equity Equity Net Net Equity Equity
Explanatory Liquid Business in in Liquid Business in in
Variables Assets Assets House(s) _Car(s) Assets Assets House(s) Car(s)
PINC -13 -29 50 -8 481 -1,021%* 486* % S4k*
(1000's) (32) (48) (57 (38) (110) (160) (135) (20)
INCDIF 12 -51% -7 45%* 235%% -331%* 38 58%%
(1000's) (14) (21) (25) (16) (42) (60) (51) (8)
" WEALTH 79%% 198%* 631%* 92%% 98%* 679%% 210%* 13%*%
(1000's) (9) (13) (16) (11) (6) (84) (7L (L
AGEHEAD 16 -55 43 -4 103 -1,169%* 1,028%* 38*
(23) (36) (42) (29) (88) (128) (109) (16)
KIDS -109 -68 368%% =191** -298 -300 817* -219%*
(60) (92) (108) (73) (315) (457) (388) (58)
WKSWRKW =3 =44 90 -43 -352% 196 156 0
(10's) (41) (63) (74) (50) (146) (211) (179) (27)
CENTCITY -206 13 2 191 1,080 1,085 -2,007 -158
(214) (325) (386) (260) (860) (1,246) (1,058) (158)
OTHSMSA 288 -687 2 397 817 948 83 =214
(305) (464) (551) (371) (765) (1,109) (942) (140)
SOQUTH =512% 360 98 54 213 2,987%% =3,241%* 41
(212) (323) (383) (258) (675) (978) (831) (124)
CONSTANT =214 1,484 -2,758 1,488 -10,157%% 41,251%* -31,652%* 559
(911 (1,388) (1,648) (1,110) (3,352) (4,860) (4,127) (616)
R2 22.0 34.3 81.8 20.3 17.8 75.8 37.7 12.8

*Coefficient is significant at the 5 percent level on a two-tailed test.
**Coefficient is significant at the 1 percent level on a two-tailed test.



Table A-III1

Regression Results for Assets, Single Heads
(standard errors)

Blacks (N=402) Whites (N=674)
Net Net Equity Equity Net Net Equity Equity
Explanatory Liquid Business in in Liquid Business in in
Variables Assets Assets House(s) _Car(s) Assets Assets House(s) Car(s)
PINC -353*% 243 -21 131%* 548 =772 136 87
(1000's) (142) (99) (125) (42) (420) (428) (167) (150)
INCDIF 14 -6 -48 40%* T51%*% ~843%% -14 106*
(1000's) (34) (24) (30) (10) (123) (126) (49) (44)
WEALTH 610%* 126%*% 205%% 59%% 429%*% 465%* T6*% 30%%
(1000's) (23) (16) (20) (€)] (18) (18) N (6)
AGEHEAD -48 29 19 0 -137 -251 390%* -2
(53) (36) (46) (15) (255) (260) (101) (91)
KIDS =54 1 67 -14 -346 =709 1,326%% =270
(129) (89) (113) (38) (985) (1,004) (392) (353)
FEMHEAD -662 292 765 -395%% 5, 664%% -5 ,561%* 426 -530
(456) (316) (401) (134) (1,973) (2,010) (785) (708)
CENTCITY 112 247 -207 -151 2,366 =407 ~1,190 ~769
(483) (334) (424) (142) (2,090) (2,130) (831) (750)
OTHSMSA 348 -348 -638 64 2,507 -1,585 81 -1,003
(640) (443) (562) (188) (1,991) (2,029) (792) (714)
SOUTH =1, 194%% 834%% 327 33 1,818 -~705 -694 =419
(442) (306) (388) (130) (1,593) (1,623) (634) (571)
CONSTANT 4,091%  -3,234% =710 =147 -9,266 18,561*% -10,935** 1,641
(1,957) (1,355) (1,720) (576) (8,366) (8,524) (3,327) (3,000)
R2 66.3 17.6 22.0 32.9 55.1 50.7 22.0 7.0

*Coefficient is significant at the 5 percent level on a two-tailed test.
**Coefficlent is significant at the 1 percent level on a two-tailed test.





