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The Great Recession was associated with a dramatic reduction in the
wealth of millions of Americans, particularly wealth in the form of home
equity. The net worth of the typical household plunged by 40 percent, or
about $50,000, as a result of the worst economic downturn since the Great
Depression.! Of course, these detrimental effects were not felt equally
by all groups. Relative to whites, black wealth was hit especially hard by
the Great Recession. Blacks saw their median net worth fall precipitously
compared to whites (that is, in percentage terms, not in absolute terms).?
Between 2005 and 2009, the median net worth of black households dropped
by 53 percent, while white household net worth dropped by 17 percent.?
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Yet, whether we look at the racial wealth gap before or after the Great
Recession, the disparity between blacks and whites is persistent.
According to the Survey of Income and Program Participation, in 2005
blacks had relative holdings of nine cents on the dollar compared
to whites - this fell to just five cents in 2009, and inched up to six
cents in 2011. In this sense, the Great Recession did not wipe out
black wealth, but the very modest bit of wealth accumulated by
blacks was decimated by the Great Recession. While the economy
continues to recover, and some point to recent increases in the
home ownership, we are alarmed by evidence that black college
graduates may be falling even further behind in this new paradigm.*

“Between 2005 and 2009 the median net

work of black households dropped by 53

percent, while white household net worth
dropped by 17 percent”

Firstly, we find that long standing racial disparities in homeownership
have worsened in the post-recession recovery. Second, in particular, we
find that the Great Recession left blacks with a college degree facing
enhanced barriers in the housing market. While a bachelor’s degree
is often framed as a reliable stepping stone on the path to economic
security, our findings add to a growing literature that challenges that
accepted wisdom. Research by Hamilton, et al. finds that while black
households where the head earned a college degree have less wealth
than white households where the heads dropped out of high school. 3

In particular, we use the Blinder-Oaxaca decomposition technique, to
demonstrate that the demographic and socioeconomic characteristics
of college educated blacks are explaining less and less of the racial
difference in home ownership rates, in turn suggesting that structural
barriers (including the criteria by which homes are financed),
discrimination in lending and housing markets, and initial wealth
itself, are playing an increased and racially uneven role in the manner
in which college educated Americans are acquiring new homes.®
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DISPARITIES IN HOME OWNERSHIP RATES, 2004 TO 2017

Our analysis includes census microdata for the years 2004 to 2017
collected by the American Community Survey (ACS) — we selected these
years to account for the periods before and after the Great Recession, as
well as the period defined as the Great Recession. While the overall rate
difference in homeownership between blacks and whites increased by
2.6 percentage points in the period studied, the difference for blacks and
whites with a college degree increased by 3.6 percentage points - from 16.6
to 20.2 percent (see Figure 1). For both blacks and whites, unsurprisingly,
households where the head graduated from college are the education
group most likely to be homeowners. While the overall rate difference
between blacks and whites with a college degree is smaller than other
degree attainment groups, we do find an alarming trend that since the
GreatRecession thatthis demographic group appearstobelosingground.’

FIGURE A.

DIFFERENCE BETWEEN BLACK AND WHITE HOMEOWNERSHIP RATES, 2004-
2017

HoME OWNERSHIP: RATE DIFFERENCES BETWEEN BLACKS AND WHITES BY EDUCATIONAL ATTAINMENT
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BLINDER-OAXACA DECOMPOSITIONS: HOME OWNERSHIP AND
COLLEGE EDUCATED BLACKS

To better understand the components of the increasing disparities in
home ownership in the aftermath of the Great Recession, particularly
among those with higher levels of educational attainment, we used Blind-
er-Oaxaca decompositions of black and white logistic regressions to de-
cipher which portion of the rate difference at each point along the home
ownership trend were due to average racial differences in homeownership
related characteristics in comparison to racial differences in the manner
in which a given level of characteristics are translated into homeowner-
ship (e.g. racial differences in homeownership regression coefficients).

The later component, the way in which the coefficients are translat-
ed into home ownership, are indicative of structural and uncontrolled
racial differences in home ownership. For example, structural bar-
riers prior to the recession would be racially motivated subprime tar-
geting, whereas after the recession, structural barriers would include
more stringent lending criteria, including larger down payments.

Based on prior research by Freeman and Hamilton, our analysis con-
siders a set of socioeconomic factors that are likely to be associat-
ed with home ownership.® We consider factors that would affect the
feasibility of home ownership, indicate life cycle factors and signi-
fy social status. The socioeconomic and demographic characteristics
included in our analysis include age, marital status, educational at-
tainment, wage income in broadly defined brackets, occupational pres-
tige scores, if the household has a child under 18 years of age, the to-
tal number of persons in a household, nativity and gender of the head.

The Blinder-Oaxaca decomposition results, illustrated in Figures 2
and 3, indicate that demographic and socioeconomic characteris-
tics explain a declining portion of the difference in homeownership
rates between black and white college graduates in the aftermath
of the Great Recession. While in 2004, demographic and socioeco-
nomic characteristics accounted for 56.8 percent of the difference in
home ownership between blacks and whites with a college degree, by
2017, characteristics only accounted for 45.1 percent of the difference.
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FIGURE B.

SHARE OF THE BLACK-WHITE HOMEOWNERSHIP GAP EXPLAINED BY
DEMOGRAPHIC AND SOCIOECONOMIC CHARACTERISTICS, BY EDUCATIONAL
ATTAINMENT, 2004-2017

BLINDER-OAXACA DECOMPOSITIONS: DIFFERENCE DUE TO CHARACTERISTICS BY EDUCATION FOR BLACKS
AND WHITES
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On the flip side, we see that the racial difference due to coefficients
— that is, the portion of the difference in home homeownership rates
not explained by characteristics - is increasing. Between 2004 and
2017, the rate differences due to coefficients increased from 43.2 per-
cent to 54.9 percent. No other education group had a racial rate dif-
ference attributable to coefficients in excess of 5.2 percent over this
same period, whereas college educated blacks saw a loss in home-
ownership of more than 11 percentage points due to difference in
which the market translated their homeownership characteristics
into actual homes relative to their similarly educated white peers.
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FIGURE C.

SHARE OF THE BLACK-WHITE HOMEOWNERSHIP GAP EXPLAINED BY DIFFER-
ENT RETURNS TO DEMOGRAPHIC AND SOCIOECONOMIC CHARACTERISTICS,
2004-2017

BLINDER-OAXACA DECOMPOSITIONS: DIFFERENCE DUE TO COEFFICIENTS BY EDUCATION FOR BLACKS AND
‘WHITES
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CONCLUSION

The Great Recession led to a paradigm shift in lending requirements.
Our findings suggest that this shift has had an especially detrimental
effect on black college graduates. Education is not the panacea of up-
ward mobility and economic security, especially as it relates to racial
disparity. After all, and as we noted earlier, black households where
the head graduated from college have considerably less wealth than
white households even when the head dropped out of high school;
that coupled with other discriminatory and structural barriers in-
hibits the ability of blacks to translate their demographic and socio-
economic status into homeownership. The long standing racial dis-
parities in homeownership, and the wealth it creates and transmits
across generations, continue to buttress an inequitable and unfair
housing market — even among those with higher levels of education.

THIS WORKING PAPER WAS ORIGINALLY PRODUCED FOR PUBLICATION
WITH THE ECONOMIC POLICY INSTITUTE.
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of Race and Ethnicity at The Ohio State University. As a university-
wide, interdisciplinary research institute, the Kirwan Institute works to
deepen understanding of the causes of—and solutions to—racial and
ethnic disparities worldwide and to bring about a society that is fair
and just for all people.

Kirwan Institute research is designed to be actively used to solve
problems in society. Its research and staff expertise are shared
through an extensive network of colleagues and partners—ranging
from other researchers, grassroots social justice advocates,
policymakers, and community leaders nationally and globally, who
can quickly put ideas into action.
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