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Executive Summary  
 
In September of 2015, the Star Tribune published an article illustrating the 
large income disparity that Minnesota faces among African Americans and 
their white counterparts. The article sites the American Community Survey 
(ACS), a survey conducted by the U.S. Census Bureau. The ACS determined 
that, “the median income for black households…fell [by] 14 percent” (Reinan, 
Webster 2015). This is a decrease of $4,500 from $31,500 to $27,000. In 
comparison, the overall state median household income is $61,400 and that of 
white Minnesotans is roughly $64,800 while Asian and Hispanics earn 
$68,000 and $42,000 respectively.  It is very clear that income is a great 
disparity in Minnesota; however shifting the focus to wealth it is more likely 
that there is an even greater disparity.  
 
How much wealth an individual holds is not a direct effect of how much 
income that individual attains. The same can be argued for a multitude of 
factors, of which will be discussed later in this report. Income is a snap shot 
of the amount of money that one accumulates in a certain amount of time. 
Wealth on the other hand is the net worth of an individual. Wealth indicates 
the economic opportunity, security and the overall well being an individual or 
household possesses (Darity, Hamilton 2015). When studying wealth, it is 
necessary to take into account all assets along with all debt. This wealth 
influences the quality and level of education, health care, access to proper 
housing and the resources available. Having low wealth can have detrimental 
consequences when unexpected life situations occur, such as loosing a job, a 
health crisis or as simple as incurring further debt. A household that holds a 
positive net wealth, with liquid assets is more likely to bear any one of these 
life circumstances occurring. Research shows that the wealth gap between 
African Americans and White Americans is substantially wide. It is wider 
than any income gap.  Wealth is one the largest disparities faced by African 
Americans in the United States. As noted previously, the drop in income level 
has exacerbated the disparity in income in Minnesota. If the income disparity 
is this large then assuming the gap in wealth is substantially higher in the 
state is not unreasonable.  
 
This report will detail the wealth disparity that is faced nationally through 
the literature review conducted. To get an understanding of the crisis in 
Minneapolis, a qualitative study was also conducted along with short 
analysis of IPUMS USA data. This study is to help understand how wealth 
accumulation for African Americans is specific to Minneapolis. The study was 
conducted to understand a multitude of factors about wealth accumulation 
among African Americans in Minneapolis. We sought information regarding:  



	   4	  

1. What are the financial assets in the African American community and 
if those assets are intergenerational?  

2. What are the behaviors, if at all that play a role in asset building and 
passing it on generationally?  

3. What are successful financial asset building programs and services, 
and how are they affecting individual household behavior? What 
learning and actions have been found to change conditions in these 
households?  

4. Which systems influence wealth building behaviors, as well as which 
systems remove wealth from African Americans?  

 
Through a survey that sampled a pool of 58 individuals, and five participants 
of a focus group, a lot of information was obtained. Information that we hope 
begins to answer some of these questions.  
 
Our main finding is that wealth is a great disparity nationally as well as in 
Minneapolis. Some of the findings to highlight from this report are:  
 

• In 2011, the median net worth of a white household was $111,740. The 
median net worth of an African American household was $7,113 
(Darity, Hamilton).  

• Liquid asset poverty is large across the board. This said whites have a 
median liquid asset valued at $23,000 as compared to African 
Americans who have $200 (Darity, Hamilton).  

• Education is important to build your wealth but it is not a factor in 
fixing wealth disparity. Whites who have a college degree have roughly 
$180,000 in wealth as compared to African Americans at just $23,400 
(Darity, Hamilton).  

• When it comes to services specifically in Minneapolis for financial 
literacy, 26% of the African American population does not know about 
the services. Of those who do know 52% fail to utilize the services 
(Minneapolis Urban League survey). 

•  There is a difference between African Americans who have recently 
moved to Minneapolis and those who have spent their whole lives in 
the city. For those who have lived in Minneapolis for more than 20 
years, 60% of them have a Bachelor’s degree or higher. For those who 
have been in the city for less than 20 years, only 21% have a Bachelor’s 
degree or higher (Minneapolis Urban League survey).  

• Our data analysis indicates that there is a difference between African 
Americans and Whites in Minneapolis when explanatory factors are 
controlled.  

•  Our linear probability model indicates that when we observe blacks 
controlling for available explanatory variables, it is more likely that 
blacks have less assets than that of whites.  
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Introduction 
 
African American is a term that broadly includes an array of different people. 
It is an umbrella term that includes people with different national origins, 
languages and cultures that the U.S. Census Bureau uses to survey. It is 
important, moving forward in this report, that we clearly define whom we 
speak of when saying African American (or black).  In the most general of 
ideas, African Americans are multigenerational U.S. blacks from periods of 
slavery. In many of the scholarly articles cited here, specifically from William 
Darity (Economist from Duke University), the researchers are cognizant of 
the need to filter the term African American and clearly define the people 
who are the subject.  
   
The Minneapolis Urban League has set out on a path to understand the 
wealth inequality in Minneapolis. Nicholas Jaeger, the director of the Wealth 
Accumulation department, is in charge of this project. The overall purpose of 
the research, and what is expected in the final product in May 2016, will be 
the identification and the definition of the systems and resources that are in 
place or may need to be to assist African Americans in Minneapolis to gain 
and retain assets. What is clear about wealth is that generational transfer is 
very important, limiting the association of wealth accumulation with 
education and hard work (Price et al, 2015, pg. 3). “It is the unearned 
birthright of inheritance or other family transfers that has the greatest effect 
on wealth accumulation” (2015). Consider the following story:  

 
Bravo to MacKenzie. When she was born, she chose married, white, 
well-educated parents who live in an affluent, mostly white 
neighborhood with great public schools. She chose parents who read to 
her, signed her up for violin and soccer lessons at an early age, and 
involved her in church and community activities. She also chose her 
birth year wisely, making sure that she graduated from college and 
entered the job market when the economy was rebounding from the 
Great Recession. Thanks to the wealth and financial savvy of her 
parents, both now in their early 50s, MacKenzie graduated from a 
private, four year selective college debt free, giving her many career 
options as well as the ability to start saving for a home and retirement. 
(Boshara, 2015, pg. 33) 
 

The fictional character, MacKenzie has outcomes in life that are quite 
reasonable and common for some Americans. Due to her upbringing, she is 
more likely to accumulate wealth as opposed to Troy.  
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[Troy], despite being just as bright as MacKenzie, chose non-white 
parents who never married, and a poor, highly segregated neighborhood 
with lousy public schools and a few options to be involved in music, 
sports, and civic activities. Troy’s young, hard-working, conscientious 
mother was never able to start college and is too busy—with her two 
part-time jobs, Troy’s siblings, and trying to stay afloat—to read to Troy 
as much as she would like to. In fact, she’s accumulating debts to 
family members and on credit cards so she can manage the increasingly 
ups and downs in her financial life. She also lacks the know-how and 
networks to get Troy on a college-bound track, something his school 
fails to do as well.  
 

This fictional character, Troy, also mirrors the realities of many populations 
in the United States. In fact, from our surveying of Minneapolis, Troy’s 
experience mirrors the life of many African Americans. What we see here is 
that Troy from the start is at a disadvantage compared to MacKenzie. Even if 
he were to manage to obtain his four year degree, the amount of debt 
accumulated would result in a negative net worth as he heads to the labor 
force. The structural economic system, infused with the pre-civil rights 
blatant discriminatory practices of American society greatly hinders the 
upward attainment of wealth by African Americans.  
 
So why should it matter if there is a disparity in wealth among blacks? 
According to Sandra Colby and Jennifer Ortman, in their Populations 
Estimates and Projections, by the year 2044 the United States will be a 
“majority minority nation” (Muhammad, 2015, pg. 251). Between now and 
2060, the black population is expected to see an increase by 42 percent (). The 
black population will be integral to defining what the middle class will look 
like. The middle class has historically been the backbone of the United States 
economy (2015). Solving our current wealth disparity issue is not just a social 
issue, but also a great public policy issue making it a priority in policy 
implementation right now. With the staggering numbers indicating to the 
increasing disparity, specifically since the great recession, actions that lead to 
solutions from an organization such as the Minneapolis Urban League are 
critical. Some solutions that this report offers include:  
 

• A continued push for homeownership as opposed to renting.  
• Integrating education on the importance of balance sheets to already 

functioning practices.  
• Implementing programs that push savings by providing incentives and 

matching accounts.  
• Utilizing tax refunds as opportunities to create savings plans and 

partnering with similar goal orientated organizations.  
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• Investing and supporting community organizations that are committed 
to the emergence and sustainment of small businesses.  

• More engagement with community about resources available in local 
organizations. 

 
Background 
 
Income and Education  
The financial crisis of 2009 affected the whole U.S. population in adverse 
ways. The Wealth of all racial groups was negatively altered. As figure 1 
illustrates, we saw Asians drop in wealth from a median net worth of 
$176,225 in 2005 to $81,291 in 2009. The largest dollar amount lost among 
any group. Although figure 1 illustrates that Asians had the largest drop in 
wealth, blacks suffered greater overall. Already in place before the recession 
was the stagnation of wealth among blacks as compared to all other races, 
dropping from a median net worth of $12,840 to $6,081 when the great 
recession hit.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

**Source: Federal Reserve Bank of Boston  
 

As the median net worth picked up in 2011, one noticeable anomaly is that as 
the wealth grew, it grew at a higher rate for all other demographic groups 
except Hispanics and blacks. Blacks and Hispanics saw an aggregated 
growth of less than $2,000. Figure 1 also illustrates the relative holdings per 
one dollar of wealth for Blacks, Asians and Hispanics in relation to that of 
Whites. In 2011, for every dollar of wealth that Whites had, blacks held six 
cents of wealth. For every dollar of wealth of Whites, Hispanics held seven 
cents. The racial wealth gap was large well before the recession, however 

Figure	  1	  
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once the financial crisis hit, this disparity was exacerbated (Hamilton, 
Darity, 2015, pg. 17).  
 
Income and education have been consistently identified as direct causations 
of social economic status. Using statistical methods, research has supported 
this hypothesis often where increased education and income lead to increased 
social economic status. In the general sense, there is an agreement that 
obtaining a higher education will lead to higher income and the eventual gain 
in wealth. What income and education do not do is explain the cause of the 
disparity and provide clear solutions to the inequality.  

 
 

 
**Source: Federal Reserve Bank of Boston 

 

 
 
 
Figure 2 is a graph that illustrates the wealth of Blacks and Whites based on 
income quintiles. With red representing Whites and blue representing 
Blacks, the graph provides a strong visual representation of the lack of 
divergence in the wealth gap based on increased income. What is even more 
staggering is the large difference among those who have an income greater 
than $93,000, with Blacks holding $138,200 in wealth as compared to Whites 
who hold $320,400 in wealth. At every quintile of income Whites hold 
substantially more wealth than their Black counterparts.  
 

Figure	  2	  
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**Source: Federal Reserve Bank of Boston  
 

Figure 3 from above looks at five levels of education and the subsequent 
median wealth of Blacks and Whites. The graph in figure 3 shows us that 
even with a higher degree, the wealth held by Blacks is greatly lower than 
that of whites at any point. What is even more confounding is that Blacks 
who hold a college degree have less accumulated wealth than Whites with a 
high school degree or even a high school dropout. As we try to further 
understand the complexity that makes up the racial wealth disparity, it is 
clear that effort alone on the part of many Black individuals is solely not 
enough. The structural barriers that are present within society act enough 
alone to force the continued lag of Black wealth (Darity, Hamilton, pg. 26). 
The idea of hard work also only goes so far as well. There are studies to show 
that when comparing non-employed, part-time employed and full-time 
employed Blacks and Whites, the median wealth outcome is not different 
than what we have seen already in our previous graphs. The disparity 
continues to be enormous and unlikely to be closing any time soon.    
 
Financial Assets  
 
White households are more likely than Black households to hold a diversified 
pool of assets. These are assets that include liquid and non-liquid assets. The 
divergence in ownership of financial assets gets wider especially when we 
look at liquid assets such as: checking accounts, savings account, mutual 
funds, stocks and bonds. These are assets that have a quick turnaround to 
cash and are paramount in absorbing financial shocks. According to the 

Figure	  3	  	  
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Federal Reserve Bank of Boston in their 2015 Racial Wealth Inequality 
report, Whites hold $3,000 in median liquid assets to $25 of median liquid 
assets for Blacks. What this tells us is that Blacks are less likely to 
financially survive a financial crisis for a given period of time. It also tells us 
that Blacks are also less likely to weather life circumstances that would 
require emergency funds. Prepare and Prosper, a Minneapolis tax and 
financial service non-profit, published a report on being unbanked and asset 
building. They surveyed the population that they serve, which happens to be 
low-income individuals. A critical finding in their report was that “their [low 
income] customers face more urgent, short-term concerns: 59% mentioned 
unexpected expenses like medical bills [and] 56% want to pay down debt” 
(The Improve Group 2011) What this tells us is that low-income people, who 
disproportionately are Black, face further short-term financial hurdles but 
are yet burdened due to the low liquidity in assets.  There are many other 
financial assets such as retirement funds and housing that play a vital role in 
the accumulation of wealth. That is why diversification is heavily important; 
however it is liquid assets that can allow for stability in the short-term and 
even further investment in the long run.  
 
Banking 
To function well and take advantage of the financial opportunities available 
in our society, having a checking and savings account is essential. Checking 
and savings account are part of wealth; they are part of one’s liquid assets. 
Having a savings account helps with building on what cash is already on 
hand. Savings accounts provide interest rates and potential other incentives 
to keep money saved and growing. Not all checking accounts provide interest 
rates; however, having a checking account may prove in the long run to be 
less costly as compared to other financial services. Being unbanked however 
is a large concern when it comes to African Americans. In a report, The Color 
of Wealth in Boston, the findings suggest that there is a statistically 
significant difference between banking between U.S. Blacks and Whites.  Of 
all whites surveyed in this research, 91.8 percent indicated to having a 
checking account, 73.8 percent of U.S. Blacks responded similarly. The 
difference between these percentage points is 18 percent, which is 
statistically significant when looking at a 99% confidence interval. For 
savings accounts, the percentage points fall even further for blacks with only 
55.1 percent saying they have one, compared to 73.7 percent of Whites. This 
is also statistically significant.  
 
This data presented by the Federal Reserve provides a general scope of the 
comparison between Blacks and Whites when it comes to being banked. This 
data is specific to the Boston Metropolitan area, and with the understanding 
that populations, Black or White, are not monolithic, this data should be used 
for a general understanding. We can infer that nationally and even here in 
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Minneapolis, Blacks are more likely to be unbanked as compared to Whites. 
Reasons as to why households remain so varied, with some being that banks 
do ask for high mandatory minimums and vague excess fees leaving some 
populations unable to meet the standards (Kim et al, pg. 11). This leaves 
other alternatives to take such as check cashing agencies, which require high 
transaction fees leaving households to save less or not save at all.  
 
 
 
 
Survey Research and Findings 
 
Methodology  
In early September 2015, we began constructing a survey. The purpose of this 
survey was to do four things. The first, gauge the financial assets in the 
Black community and whether or not they transferred generationally. Next, 
it was to pull out the personal narratives about asset building and overall 
wealth accumulation in the community. Third, we hoped to find out about the 
successful financial building programs in the community and how they affect 
individual or household behavior. Finally, the survey needed to be a tool that 
uncovered the structural systems that influence wealth building behaviors as 
well as those that remove wealth from the Black community. The completed 
survey has 23 total questions compiled with two sections. The first section is 
background and the other is systems and programming.  
 
In total, from the September through December we sampled—at random—58 
individuals. It is important to note that this survey has been produced and 
distributed in simplest of ways. Therefore we cannot confidently assure that 
it is a complete random sample and that we have controlled for complete bias. 
With that said, to distribute this survey we used a number of locations 
throughout Minneapolis to survey our sample population. The first location 
was the Minneapolis Urban League. A handful of the staff was surveyed as 
well as incoming users of the public resources room. From there, locations 
such as coffee shops and organizations around the Minneapolis area were 
visited to pool more participants. An online survey through the University of 
Minnesota’s Qualtrics software was also produced and distributed. Using the 
mode of social media, the survey was sent to different outlets with specific 
directions in order to sample the African American population only. 
Participants of the online survey were provided an estimate of 10 minutes to 
complete it. When in person interviews were conducted with the same survey, 
on average the interviews lasted 20 minutes. As an interviewer, the purpose 
was to guide the interviewee along the questions with clarity but allow for 
the participant to divulge as much information as they wished.  
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Once the 100 samples were obtained, an excel spreadsheet was created to 
input 33 of the responses. These were the responses from the interviews 
conducted in person. The other 25 online responses were downloaded onto to 
a word document with much of the descriptive statistics calculated. The 33 
responses input into excel were cross tabulated manually to provide 
descriptive statistics as well as look at the correlation of variables. For the 
online responses, cross-tabulation was conducted on Qualtrics and provided 
the necessary correlations for variables as well. With all descriptive statistics 
calculated for both samples, the last step was to combine all the data to 
complete a total sample of 100.  To compliment the survey and the findings 
produced, a literature review was conducted. Specific searches for reports 
detailing the wealth disparity in Minneapolis were done as well as national 
scope studies.  
 
Summary of Findings 
The random sampling conducted along with the online survey produced a 
good array of data. From the descriptive statistics in the charts and graphs 
following, it is clear that one idea of anything is not dominating the data. 
With that said, there are a host of new ideas of thinking about the wealth 
disparity and specifically concerning Minneapolis.  
  
Chart 1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
*Some participants opted from providing education 

 
Chart 1 shows that 35 percent of the sample has a four year degree or higher. 
36 percent of the sample has had some college education. Using this data, 
further analysis through cross-tabulations was conducted. One such 
tabulation looked at the difference between Minneapolis Black residents who 
recently moved to the Twin Cities (less than 20 years) and those who have 
spent either their whole life or more than 20 years in Minneapolis.  
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60%$
21%$

19%$

Have%a%4%year%degree%or%more%

Live$in$Mpls$20+$years$

Lived$in$Mpls$<20$years$

Other$

 
Chart 2.  

 
 
  
 
 
 
 
 
 
 
 
 
 

Our findings show that from the pool of participants who have a 4-year 
degree or more, 60 percent have lived in Minneapolis for 20 or more years, as 
compared to only 21 percent who have not (chart 2). A lot of the people 
moving into the Minneapolis have moved here in search for a better way of 
life. Many times this means a better way of life financially. It was not 
uncommon for interviewees to explain to me the attraction of Minneapolis 
from cities such as Milwaukee, Chicago and even Atlanta. The assumption 
here is that, as a migrating individual you have less of a foundation in 
Minneapolis already in order to really succeed how one would wish. This is in 
comparison to an individual who has lived in Minneapolis since grade school 
and has that foundation in a stable system to follow through to college. Even 
though Minneapolis has one the highest achievement gaps, the education 
system does better on average educating than many others.  
 
Graph 1.  
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Graph 1 presents a similar idea as chart 2. Only this time, graph 1 is looking 
a median household income. The total median household income is $28,000. 
Individuals who have lived in Minneapolis for 20 or more years have an 
median income of $35,000, which is the same for individuals with a 4 year 
degree or higher. This is in comparison to a median of $26,000 for those who 
have lived in Minneapolis for less than 20 years. I met a young man who 
moved here with his family from Chicago. He moved to Minneapolis roughly 8 
years ago. He explained to me that when he got into the education system 
here, he felt that he was playing catch up the entire time. Due to this 
overwhelming feeling of not being able to be on par with his fellow 
classmates, he decided to take school less seriously. A streak of missing 
school days and violations of school policy led him to dropout. He has since 
gotten his GED, however he feels as though since he didn’t have the 
foundation as a student or child in Minnesota, he found it much harder to 
adjust and succeed in the system.  
Graph 2.  

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

 
 
 
 
 

Chart 3. 
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Graph 3.  

 
From graph 2 we can notice that 83 percent of participants are banked, either 
through a checking account, savings or both. The lowest percentage—57 
percent—of banked participants belongs to those with just a high school 
degree. Chart 3 illustrates that 33 percent of participants had a negative 
experience with banks and 32 percent have had a positive along with a 
negative experience. Only 38 percent of the participants said that they have 
had all positive experiences. Finally in graph 3, we look at what factors would 
more likely drive someone to use alternative financial services. A total of 21 
percent of respondents use alternative methods over banking. The 
overwhelming majority, 90 percent, says they use other services due to the 
negative experiences that they have had through commercial banking 
institutions. The least of their concerns were possible garnishments from 
creditors or even the bank. Of the people who use alternative financial 
services, 50 percent of them do not save.  
 
Chart 4.  
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**Some respondents failed to answer this question 
 

 
 
 
When asked this question, people responded in a multitude of ways. Within 
all those responses, three categories could be created. Chart 4, illustrates 
these categories: stocks/bond, property (houses, cars), and valuables (such as 
jewelry). As noted in chart 4, many respondents (50 percent) consider 
properties such as houses, cars and land as assets.  Following that, 19 
percent of respondents indicated investments such as stocks and bonds as 
assets, and 19 percent noted valuables as assets. These valuables range from 
jewelry to television.  
 
 
 
Empirical Analysis 
 
Methodology  
For the empirical analysis on Minneapolis, the data used is the IPUM-USA 
data from the American Consumer Survey. To conduct the analysis, the 2014 
ACS 5 year sample was used with a 5% density. A total of 44 variables were 
extracted producing a total of 15 million observations. The control variables 
for the model are: age, age2, experience, education, household income, marital 
status, and a dummy variable for race. To control for geographic area, 
dummy variable were also constructed for city and metropolitan area. The 
model used is a linear probability model. The dependent variable is an 
individuals total assets and the probability that they fall above or below 500. 
There isn’t a clear specification for this number except to fit the data well. 
The sample has been restricted to the state of Minnesota and so the 
observation and then also to city and metropolitan area. The lowest 
observations were at the city at 10,410.  
 
To create the total asset variable, the available values for the variables 
business and farm income, interest and dividends, retirement income and 
supplementary security were used. The values from these variables when 
calculated were the only values to fit the data properly. Values of house 
values and mortgage amount were too unrelated to compute an accurate 
depiction of total net assets. 
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Variables) City)Restricted Robust)S.E
age$ %0.00121

(.00188)
age2** 0.0000519

(.0000106)
educ** 0.0135105

(.0034696)
experience**$ 0.0042725

(.0020038)
marst 0.0028645

(.0021675)
hhincome 1.86E%09

(000)
race1** %0.0277

(0.0088531)

Specification)(Total)Assets)
Linear$Probability$Output$Estimates$of$total$assets$for$African$Americans$(Table$1)

 
**Significant at the .05 confidence level.  
 

 
 
From the linear probability model above, with the control variables our model 
indicates that the being black reduces the assets of an individual by .0277. 
This model has been restricted solely to the city level and thus looks at only 
African Americans at the Minneapolis area. When we restrict the sample to 
the metropolitan level and control for the Minneapolis the race1 coefficient 
drops and is less of a magnitude as compared to the Minneapolis race1 
coefficient. 
 
 
 
 

 
 
 
 
 
 
 

 
 

 
 
**Significant at the .05 confidence level.  

 

Overall' City'Restricted S.E
GROUP1** 0.23105

(.004577)
GROUP2** .139885

(.0079225)
DIFFERENCE** 0.0911737

(.0091496)
EXPLAINED** .1418717

(.0140058)
UNEXPLAINED** :0.050698

Specification'(Total'Assets)
Oaxaca?Decompostion?Estimates
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The Oaxaca decomposition conducted looked at all the control variables in the 
linear probability model in table 1. This method uses weights from group 2, 
which is African Americans. This table describes the outcome if group 1 
(whites) were treated like group 2 (blacks). What this shows us is that the 
explained portion provides much or the reasoning behind the difference 
between assets in Minneapolis for African Americans. The difference in total 
assets is 0.0911737 between the two groups. When we decompose to identify 
the explained portion of the difference we have a value of .1418717 but 
there’s still a substantial amount of unexplained of .050698.  
 
 
 
Discussion 
 
Interpretation of findings from survey 
It is important to note that the median age of the respondents was 32 years 
old. This is relatively young in comparison to what the national average of a 
head of a household is in the U.S.  According to Ray Boshara, age is a key 
piece in also understanding our current racial wealth disparity. Boshara 
suggest that there is a “shift in wealth away from those” who are generally 
younger (pg. 36) due to the less economic opportunities available now as 
apposed to the early 1980’s. According to Marlene Kim and et al, in their 
study of Boston, minorities tend to have younger head of households 
providing yet another link to the racial wealth gap.  
 
As stated in the background section of this report, education is beneficial in 
the forward progression of obtaining wealth but it does not close the gap in 
the disparity. From our sample, over 50 percent of the respondents have a 
four year degree or higher. This does in turn show a higher percentage of 
college degree earners being banked compared to just high school degree 
earners. The real discrepancy is when we study the understanding of assets. 
Liquid assets are vastly important in wealth building and the ability to be 
self-sustaining in times of crisis, but there’s more emphasis on less liquid 
assets. This is especially true for college-educated respondents, many of 
which describe long-term investments and less liquid investments as the only 
assets. Respondents with a 4-year degree or higher, are much more like to 
have a checking and or savings account. Most respondents however, failed to 
see how a checking account and savings account act as assets beyond the 
cash on hand. The savings account is quite crucial due to the opportunity to 
increase money saved with interest rates. When looking at family banking 
history only 26 percent of respondents did not have a family who banked. 
With 83 percent of respondents banked, it is clear then that such behaviors 
like banking or financial tendencies are passed down to the next generation. 
Many young interviewees explained that it was their parent who actually 



	   19	  

started their account for them and began teaching about the need to bank.  
Our findings also reveal that people do hold valuables such as jewelry as 
assets. These are valuables that are seen as easily transferable to cash via 
exchanges at places like pawnshops.  
 
Interpretation of empirical analysis 
Our empirical analysis points to a disparity in Minneapolis between African 
Americans and whites. The linear probability model had a statistically 
significant value for the likelihood that African Americans have lower assets. 
Our Oaxaca decomposition model also indicates to difference in treatment of 
between whites and blacks. Using the weights for group 1 in the 
decomposition there is a difference in findings. If blacks were treated like 
whites there would be much more an explanation factor for why the 
difference is there in the first place. Looking at our model, which uses group 2 
weights, there is less of an explanation of the difference between the two 
races.  
 
Some important summary statistics to consider are the overall assets and 
difference between white and blacks. For black the average asset value is 
1,717 as compared to whites, which is 5,432. The observation for the city level 
for African Americans is 1,923 as compared to that of whites, which is 8,487. 
This difference in sample size does in fact affect the data and any analysis 
done. The white sample has much more variation as compared to the black 
sample. This may also fail to adequately provide the full depiction of the 
population.  
 
Recommendations  
 

• A continued push for homeownership as apposed to rental.  
• Integrating education on the importance of balance sheets to already 

functioning practices.  
• Implementing programs that push savings by providing incentives and 

matching accounts.  
• Utilizing tax refunds as opportunities to create savings plans and 

partnering with similar goal orientated organizations.  
• Investing and supporting community organizations that are committed 

to the emergence and sustainment of small businesses.  
• More engagement with community about resources available in local 

organizations. 
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Limitations and Future Research 
 
For future research looking at wealth, the recommendation is to utilize a 
different data source when conducting the empirical analysis. One such data 
source is the Survey of Consumer Finances. This data source provides the 
necessary variables to accurately depict net assets. The problem arises when 
analyzing at state and local levels, the data source fails to geographically 
mark the data at that level. Possible solutions would be to create a survey 
tool supported by the Federal Reserve or a government entity that can gather 
data for the state of Minnesota. Adequately gathering information for the 
neighborhood level, city level, metropolitan level and state level. 
 
The IPUMS-USA data fails to provide adequate measurement of liabilities. 
The mortgage variable does not give a value measured similarly as the house 
value. Rather the mortgage value is provided in monthly installments as 
compared to the house value, which is an estimation of the overall worth of 
the property. This inconsistency between mortgage and house value in the 
IPUMS data is failed to help produce the right value for net assets.  
 
Further analysis and data cleaning is required to properly categorize the 
racial category for blacks. The analysis conducted here uses the general 
categorization for African Americans provided in IPUMS and neglects the 
influx of immigrants from Africa as well as the Caribbean. The last 
identifiable limitation of this analysis is the breakdown of assets into 
quintiles. Due to the large variation in the asset variable and low sample of 
African Americans, the median asset value in our analysis was often 
calculated as zero. Splitting the assets into quintiles decreased the number of 
assets greatly for both racial categories but even more so for African 
Americans. Any regression analysis conducted using the assets in quintiles 
produced unsatisfactory outputs.  
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Chart 4 
 

 
 

 
 

 
 
 

 
 
 
 
 
 
 
Graph 1 
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Graph 2  
 

 
 
 

 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
Graph 3 
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