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Income	  Disparity	  in	  the	  Land	  of	  Plenty	  

What	  is	  the	  largest	  economic	  justice	  issue	  facing	  America	  today?	  	  One	  possibility	  is	  the	  growing	  
income	  disparity	  we	  have	  experienced	  in	  recent	  years.	  	  Recovery	  from	  the	  recent	  economic	  
recession	  (2007-‐2009)	  has	  proceeded	  on	  two	  tracks:	  one	  for	  typical	  families	  and	  workers,	  who	  
continue	  to	  struggle	  against	  high	  rates	  of	  unemployment	  and	  foreclosures,	  and	  another	  track	  for	  the	  
investor	  class	  and	  the	  wealthy,	  who	  have	  enjoyed	  significant	  gains	  in	  the	  stock	  market	  and	  
benefited	  from	  record	  corporate	  profits.	  
	  
The	  Economic	  Policy	  Institute’s	  recent	  study	  (2009)	  entitled	  The	  State	  of	  Working	  America’s	  Wealth	  
reveals	  startling	  findings	  on	  asset	  allocation	  in	  the	  US:	  	  In	  2009,	  the	  wealthiest	  1%	  of	  U.S.	  
households	  had	  net	  worth	  that	  was	  225	  times	  greater	  than	  the	  median	  or	  typical	  household’s	  net	  
worth.	  	  This	  is	  the	  highest	  ratio	  on	  record.	  	  
	  

    

T A B L E  1

Distribution of income and wealth, 2009

* Reflects 2007 data; 2009 update based on changes in asset prices between 2007 and 2009 using Federal Flow of Funds data.

NOTE: Due to rounding, not all categories will sum to one hundred.

SOURCE: Wolff (2010).

Distribution of:

Household income* Net worth Net !nancial assets

All

Top 1%

Next 9%

Bottom 90%

At the same time, the top 1% of wealth-owning households owned 35.6% of all net worth and an even larger share—
42.4%—of all net financial assets that provide direct financial returns. !e bottom 90% of income-earning households 
received 52.9% of all income, while the bottom 90% of households in terms of wealth controlled just 25.0% of all net 
worth and 17.3% of direct financial returns.
 A longer time frame shows that the distribution of wealth, as with historical changes in the distributions of income 
and wages, has become more unequal over time. Figure B illustrates the share of all wealth held by households in various 
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Distribution of wealth by class, 1983-2009
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* Data for 1986 calculated by linear approximation.

SOURCE: Author’s analysis of Wolff (2010).
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The	  distribution	  of	  wealth	  in	  the	  US,	  as	  with	  historical	  changes	  in	  the	  distributions	  of	  income	  and	  
wages,	  has	  become	  more	  unequal	  over	  time.	  Figure	  A	  above	  illustrates	  the	  share	  of	  all	  wealth	  held	  
by	  households	  in	  various	  portions	  of	  the	  wealth	  distribution.	  Since	  1983,	  the	  top	  5%	  of	  wealth	  
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holders	  consistently	  held	  more	  than	  50%	  of	  our	  nation’s	  wealth,	  but	  the	  share	  increased	  from	  
56.1%	  in	  1983	  to	  63.5%	  in	  2009.	  	  In	  contrast,	  the	  bottom	  80%	  of	  wealth	  holders	  consistently	  held	  
less	  than	  20%	  of	  all	  wealth.	  	  As	  one	  can	  see	  from	  the	  figure,	  this	  share	  of	  wealth	  declined	  from	  
18.7%	  in	  1983	  to	  only	  12.8%	  in	  2009	  among	  the	  nation’s	  poorest.	  
	  
Unequal	  asset	  allocation	  in	  America	  is	  growing	  rapidly,	  and	  the	  middle	  and	  low-‐income	  classes	  have	  
born	  the	  brunt	  of	  America’s	  recent	  economic	  struggle.	  	  Figure	  B	  below	  shows	  the	  ratio	  of	  the	  
average	  wealth	  of	  the	  top	  1%	  to	  the	  wealth	  of	  the	  median	  or	  typical	  household.	  In	  1962,	  the	  ratio	  
was	  125.	  In	  other	  words,	  the	  wealthiest	  1%	  of	  households	  averaged	  125	  times	  the	  wealth	  of	  the	  
median	  household.	  However,	  that	  large	  disparity	  is	  dwarfed	  by	  today’s	  wealth	  gap;	  the	  wealthiest	  
1%	  of	  households	  averaged	  225	  times	  the	  wealth	  of	  the	  median	  household	  in	  2009.	  
	  

    

 !e updated figures for 2009 reflect the enormous destruction of wealth due to the bursting of the housing bubble. 
As a general rule, households with less wealth have a greater share of their wealth embedded in their homes. !us, it is 
not surprising that the fallout from the deflating housing bubble disproportionally affected them. On average, the top 
20% lost 16.0% and the bottom 80% lost 25.1% of their total wealth in 2008 and 2009. Average wealth of the bottom 
80% was just $62,900 in 2009—a dropoff of $40,900 from 2007 and slightly less, in inflation-adjusted terms, than it 
was more than a quarter-century ago in 1983. !ose at the top also lost ground but not nearly as much, percentage-wise. 
Average wealth of the top 1% was close to $14 million in 2009, down $5.2 million from 2007. Declines in wealth were 
greatest for the two lowest wealth classes, which recorded average declines of  60.7% and -33.7% since 2007, respectively. 
!e lowest 20% had -$27,200 of wealth in 2009. Since 2001 there has been a continual erosion of wealth for this class 
regardless of cyclical timing. !e small gains (i.e., less negative wealth) made throughout the 1990s and the early 2000s 
for this bottom cohort have steadily eroded away.
 !e uneven distribution or inequality of wealth has not only persisted but has grown over time. Figure C shows the 
ratio of the average wealth of the top 1% to the wealth of the median or typical household. In 1962 the ratio was 125. 
In other words, the wealthiest 1% of households averaged 125 times the wealth of the median household. However, that 
large disparity is dwarfed by today’s wealth gap; the wealthiest 1% of households averaged 225 times the wealth of the 
median household in 2009. 
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The ratio of the wealthiest 1% to median wealth in the United States
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SOURCE: Author’s analysis of Wolff (2010).
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Economic	  and	  Racial	  Inequality	  in	  the	  Land	  of	  the	  Free	  	  	  	  	  

Net	  worth	  or	  wealth	  is	  determined	  by	  two	  components—assets	  and	  liabilities	  (what	  you	  own	  –	  
what	  you	  owe	  =	  net	  worth).	  	  Assets	  have	  positive	  worth	  and	  may	  be	  in	  the	  form	  of	  property,	  
personal	  belongings,	  or	  financial	  holdings.	  There	  are	  a	  myriad	  of	  assets	  that	  households	  may	  
possess,	  such	  as	  houses,	  stocks,	  and	  bonds.	  
	  
The	  historical	  legacy	  of	  the	  black	  economic	  experience	  shows	  up	  in	  profound	  racial	  disparities	  in	  
wealth	  in	  our	  nation—disparities	  that	  are	  far	  larger	  than	  those	  in	  wages	  or	  incomes.	  	  In	  2009,	  the	  
median	  net	  worth	  of	  black	  households	  was	  only	  $2,200—the	  lowest	  ever	  recorded.	  	  The	  median	  net	  
worth	  among	  white	  households	  was	  $97,900.	  	  	  When	  considering	  low	  net	  worth,	  the	  experience	  of	  
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black	  households	  again	  differs	  significantly	  from	  that	  of	  white	  households.	  	  However,	  this	  measure	  
improved	  dramatically	  in	  the	  1990s,	  from	  black	  households	  being	  3.4	  times	  as	  likely	  as	  white	  
households	  to	  have	  zero	  or	  negative	  net	  worth	  in	  1989	  to	  1.9	  times	  as	  likely	  in	  1998.	  	  By	  2009,	  
black	  households	  were	  nearly	  twice	  as	  likely	  to	  have	  zero	  or	  negative	  net	  worth	  as	  white	  
households	  (39.9%	  vs.	  20.3%)	  	  

Let’s	  examine	  homeownership	  as	  an	  example	  of	  asset	  disparity	  by	  race.	  	  As	  with	  other	  measures	  of	  
wealth,	  homeownership	  rates	  vary	  dramatically	  by	  income	  and	  demographics.	  	  Figure	  C	  below	  
reveals	  a	  historical	  time	  frame	  for	  homeownership	  by	  race.	  	  In	  2009,	  about	  three	  out	  of	  four	  white	  
households,	  less	  than	  half	  of	  black	  and	  Hispanic	  households,	  and	  60%	  of	  Asian	  households	  owned	  
homes.	  The	  peak	  and	  subsequent	  decline	  in	  homeownership	  rates	  did	  not	  necessarily	  coincide	  with	  
race.	  Furthermore,	  the	  recent	  declines	  were	  not	  uniform	  by	  race,	  as	  the	  hardest-‐hit	  group	  thus	  far	  
has	  been	  blacks.	  
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Homeownership rates by race, 1975-2009
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* Asian includes Native Hawaiian/Pacific Islander. Data for this population are unavailable prior to 1994.

NOTE: Where data are unavailable from 1979 to 1982, the 1978/1983 average is substituted.

SOURCE: U.S. Census Bureau (2010b).

Liabilities: Mortgage debt spikes during the 2000s  
Assets are one side of the ledger that tallies net worth, liabilities or debts are the other. It is important to note that debt 
is not necessarily a problem—there is good and bad debt. Access to borrowing and thus debt may afford households a 
tremendous economic opportunity. Debt allows consumers to buy houses and cars, invest in education, and purchase 
other big-ticket items and necessities that provide services over many years. Debt may also be used to cope with short-
term economic setbacks such as unemployment or illness. Debt becomes a burden only when required debt payments 
begin to crowd out other economic obligations or opportunities or when it is accumulated for unproductive reasons.  
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Perhaps	  even	  more	  striking	  than	  home	  ownership	  is	  the	  stratification	  in	  stock	  market	  assets	  by	  
wealth	  class.	  	  In	  2007,	  the	  wealthiest	  1%	  of	  households	  owned	  an	  average	  of	  $4.2	  million	  in	  stocks.	  	  
The	  next	  9%	  owned	  an	  average	  of	  $526,100.	  By	  comparison,	  the	  average	  stock	  holdings	  of	  the	  
middle	  20%	  of	  households	  was	  just	  $10,200,	  and	  the	  average	  for	  the	  bottom	  40%	  was	  $1,700.	  
These	  data	  confirm	  that	  stock	  ownership	  is	  not	  very	  pervasive	  in	  the	  middle	  and	  lower	  wealth	  
classes	  in	  the	  US.	  
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The	  imbalanced	  distribution	  of	  stock	  assets	  has	  persisted	  over	  time.	  	  As	  Figure	  D	  below	  reveals,	  
over	  the	  entire	  period	  from	  1989	  to	  2007,	  the	  wealthiest	  1%	  never	  held	  less	  than	  one-‐third	  of	  all	  
stock	  wealth.	  The	  top	  20%	  consistently	  held	  about	  90%,	  leaving	  approximately	  10%	  to	  the	  bottom	  
four-‐fifths	  of	  households.	  
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Distribution of stock market wealth by wealth class, 1989-2007

SOURCE: Author’s analysis of Wolff (2010).
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 In 2007, the wealthiest 1% of households owned an average of $4.2 million in stocks (in 2009 dollars). !e next 9% 
owned an average of $526,100. By comparison, the average stock holdings of the middle 20% of households was just 
$10,200, and the average for the bottom 40% was $1,700. !ese data confirm that stock ownership is not very pervasive 
in the middle and lower wealth classes. Assets (stocks plus all other assets) held by the middle 20% totaled $206,870 in 
2007, but just 4.9% were in stock holdings. By comparison, the top 1% held an average of $19.7 million in total assets 
and 21.4% were in stock holdings. 
 !e imbalanced distribution of stock assets has persisted over time, as seen in Figure F. Over the entire period from 
1989 to 2007, the wealthiest 1% never held less than one-third of all stock wealth. !e top 20% consistently held about 
90%, leaving approximately 10% to the bottom four-fifths of households. Despite the bursting of two recent 
bubbles (Figure E) the stock market still grew—by about 44%—from just prior to the first run up in 1994 to 2009. 
Unsurprisingly, given the unequal stock holdings at the beginning of the period, the growth in stocks through the 

	  
	  
	  

How	  Should	  God’s	  People	  Respond?	  	  

Upon	  initial	  review,	  this	  data	  on	  asset	  and	  income	  disparity	  can	  feel	  overwhelming	  and	  even	  
disheartening.	  	  How	  can	  the	  church	  respond	  to	  this	  growing	  inequality	  in	  our	  nation	  and	  our	  cities	  
with	  biblical	  justice	  and	  hope?	  	  As	  we	  read	  in	  Why	  Do	  IDAs	  Make	  Sense	  for	  God’s	  People?,	  matched	  
savings	  for	  low-‐income	  people	  is	  a	  strategy	  that	  mirrors	  the	  Lord’s	  heart	  for	  equity	  and	  economic	  
sufficiency	  for	  all	  people.	  	  Along	  with	  training	  in	  financial	  literacy	  and	  mentoring,	  matched	  savings	  
provides	  a	  context	  in	  which	  God’s	  people	  can	  build	  relationships	  and	  provide	  hope	  for	  those	  who	  
struggle	  financially,	  socially,	  emotionally,	  and	  spiritually.	  	  	  	  

Start	  the	  process	  of	  addressing	  income	  and	  asset	  disparity	  with	  small	  action	  steps.	  	  	  With	  your	  task	  
force,	  discuss	  the	  following	  questions.	  	  	  

Ø How	  have	  you	  used	  assets	  to	  become	  and	  remain	  financially	  stable?	  
Ø Think	  about	  your	  city	  or	  community.	  	  Discuss	  how	  asset	  disparity	  manifests	  itself	  locally.	  
Ø How	  might	  matched	  savings	  through	  IDAs	  be	  a	  part	  of	  a	  bigger	  strategy	  to	  address	  this	  issue?	  
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