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WEALTH DISPARITY AND
THE DEBT CRISIS

A Compendium of select news
articles and studies, making the case
for the urgent need to act.
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How Disparities in Benefits Contribute to the
Racial Wealth Gap

Thomas Barwick—Getty Images

By Ellen McGirt
Fortune
April 16, 2019

The black construction worker, the Latina home health aide, and the white entry-level data analyst may
all work just as hard and take equal pride in their work.

But a new research study from Brandeis University and The Workers Lab, an organization that
develops strategies to improve the lives of working people, suggests two of the three may be facing
predictably uncertain futures. And, it’s not just because of the gaps in their pay.

Not Only Unequal Paychecks: Occupational Segregation, Benefits, and the Racial Wealth Gap links
disparities in benefits in the workplace to the racial wealth gap in the U.S. and examines how workers
of color and their families are now so far behind that left unaddressed, there is no way for them to
catch up.

“This report expands the aperture of what we think working people need,” says Carmen Rojas, CEO
and co-founder of The Workers Lab. “We’re so focused on wages, that we leave on the table one-third
of the compensation that comes in the form of benefits, and a whole host of other things that include
training and development.”

The study looked at five major industries and quickly found that Black and Latinx workers are
overrepresented in the lower-paying fields of food service, construction, and health care, while white
workers are overrepresented in the higher-paying ones of finance and STEM.

Now, within these fields, wage disparities do exist, the study finds. Workers of color in each of the five
industries tended to be paid less than their white peers with similar educational backgrounds.

But the lack of access to the same set of benefits — retirement savings products, healthcare insurance,
paid time off and family leave — has proven to have long-term toxic effects for families of color in the
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U.S., particularly if income levels are used a threshold to keep people from participating in benefit
schemes.

Here’s just one stat. According to the study, barriers to pension benefits diminishes the wealth of black
and Latinx workers by $5,600 and $9,800 respectively. Employers’ denial of health care coverage
takes $2,700 in wealth from black workers and $5,400 from Latinx ones.

These barriers add up.
According to a report published by the Institute for Policy Studies, by 2020, the median white family is

projected to own 86 times more wealth than its black counterpart, and 68 times more wealth than its
Latinx one.

But if all things were truly equal, it would make a meaningful difference.

“Median wealth among Latino employees would increase 71 percent if employer-based health
coverage were equalized and would more than double if pension rates were equalized,” the researchers
say. “For Black workers, median wealth would also go up substantially, increasing 25 percent if
employer-based health were equalized and 53 percent if pension rates were equalized.”

Of course, there’s a history lesson. From the report:

The structures for sharing [post-World War II] prosperity between employees and owners were
established in the context of strong unions with benefits beyond the paycheck that protected family
savings and provided opportunities for improved well-being and brighter futures. Workplace-based
health insurance, paid time off, and retirement plans became a crucible through which working
families could protect and create wealth through their jobs. Yet, today and in the post-war period, not
all working families were included in work savings and benefit structures—workers of color, women,
and those in low-paid jobs are particularly left out. Occupational segregation is a major reason that
post-World War II prosperity created in the workplace primarily benefitted Whites. Unfortunately,
today even as our workforce grows more diverse, occupational segregation continues to characterize
the nation’s workplaces.

So, what should be done?

The researchers offer a variety of solutions. (Practitioners, be sure to check out their Racial Wealth
Audit framework, too.) But to retain a diverse workforce, larger employers are going to have to
understand how current benefit schemes are either insufficient for or unavailable to people of color. Be
the advocate, says Rojas. “Advocate for policy changes like expanded paid time off and family leave,”
she says. And don’t forget training and development opportunities that often only screen for
“professional track” employees.

Even making sure individuals understand the benefits that are available to them helps. “There’s a real
need for providers to make worker-friendly products so it isn’t a burden for workers to participate.”

But the math is pretty clear. For white workers, the ultimate perk is having a future. And that’s not
sustainable for anyone.
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Blacks Haven't Benefited From Marijuana
Legalization

Luther Campbell | April 12, 2019 | 7:57am
The Miami New Times

Photo by Ben Harding / iStock.com

Will Florida legalize recreational pot? Medical marijuana is already legal. But who really cares? It's all
bad for Miami's black community, where weed has helped drive the economy for years.

What governments aren't even mentioning is paying reparations to black-dominated countries or
African-Americans who have lost or will lose their livelihoods from all of this legalization.

Legislators in Florida, more than anywhere else, have concentrated the power and money of pot in just
a few hands — and almost none of them belong to African-Americans. Nationally, about 81 percent of
cannabis business owners or founders are white, while only 4 percent are African-American,
Marijuana Business Daily found last year.

And recreational weed, which has been legalized in ten states and the District of Columbia, has
powerfully affected foreign trade from one of the few black-dominated Caribbean islands: Jamaica, the
region's top exporter. Jamaica sends millions of dollars in ganja to the United States every year. So do
Haiti, the Bahamas, and Belize, which also have significant black populations and are the next largest
Caribbean suppliers of pot to the United States, according to a State Department report last year.

In most cases, felons, many of whom make their livelihoods from the drugs we now say should be
legal, are prohibited from owning or having anything to do with marijuana companies. A
disproportionate number of them are black.

No, authorities just continue arresting black people at a much higher rate than white people for
marijuana. In the city of Miami and Miami-Dade County, commissioners agreed to issue tickets rather
than arrest people for possession of marijuana — then continued arresting African-Americans.

The marijuana system, like many other industries, is rigged against the black man. Change it.
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Data from states shows thousands of Amazon
employees are on food stamps

Dennis Green
Business Insider
Aug. 25,2018, 9:09 AM

AP/Alex Brandon

e Amazon is one of the top employers of those who receive SNAP benefits — otherwise
known as food stamps — in at least five states.

e In 2017 nearly one in three Amazon employees in Arizona was on food stamps, or lived
with someone who was, according to data obtained by nonprofit New Food Economy from
state governments. In both Pennsylvania and Ohio, one in 10 Amazon employees was on
food stamps.

e Vermont Sen. Bernie Sanders, a prominent critic of Amazon, announced plans to
introduce legislation that would tax companies when their employees are on government
assistance.

A number of Amazon employees in at least five states were on food stamps — or SNAP, the
Supplemental Nutrition Assistance Program — in 2017.

That's according to data obtained by nonprofit New Food Economy from state governments in the US.
New Food got data from five states: Arizona, Kansas, Ohio, Washington, and Pennsylvania.

The New Food Economy reported that, in 2017, nearly one in three Amazon employees in Arizona was
on food stamps, or lived with someone who was — meaning 1,800 people. In Pennsylvania, one in 10
Amazon employees was on food stamps, or more than 1,000 people.

A separate study, by Policy Matters Ohio, published in January, found that 700 Amazon workers in the
state received food-stamp benefits.

That means that about 10% of all Amazon's employees in the state are in the program. It also means
that Amazon has quickly risen in the rankings of the biggest employers with workers on SNAP, joining
large corporations such as Walmart and McDonald's.

A spokesperson told The Washington Post that the numbers were "misleading because they include
people who only worked for Amazon for a short period of time and/or who chose to work part-time.
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We have hundreds of full-time roles available, however, some prefer part-time for the flexibility or
other personal reasons."

Sen. Bernie Sanders, a vocal critic of Amazon and its CEO, Jeff Bezos, announced on Friday he would
be introducing legislation to the US Senate on September 5 that would impose a 100% tax on
companies with more than 500 employees and workers employees on public assistance, according to
The Post. For example, if an employee draws $100 from food stamps, that money would be taxed from
that individual's employer.

More than $150 billion in federal funds goes to pay low-wage workers in the form of federal
assistance. Sanders' move is designed to encourage employers to pay more — what he and proponents
call a "living wage."

Amazon defended its warehouse-employee pay in a statement to Business Insider:

"We encourage anyone to compare our pay and benefits to other retailers. Amazon is proud to have
created over 130,000 new jobs last year alone. These are good jobs with highly competitive pay and
full benefits. In the U.S., the average hourly wage for a full-time associate in our fulfillment centers,
including cash, stock, and incentive bonuses, is over $15/hour before overtime."

"That's in addition to our full benefits package that includes health, vision and dental insurance,

retirement, generous parental leave, and skills training for in-demand jobs through our Career Choice
program, which has over 16,000 participants."

A record 7 million Americans are 3 months behind
on their car payments, a red flag for the economy

Evening commuters in Alexandria, VA. (Matt McClain/The Washington Post)

By
The Washington Post
February 12, 2019

A record 7 million Americans are 90 days or more behind on their auto loan payments, the Federal
Reserve Bank of New York Tuesday, even more than during the wake of the financial crisis.

Economists warn that this is a red flag. Despite the strong economy and low unemployment rate, many
Americans are
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“The substantial and growing number of distressed borrowers suggests that not all Americans have
benefited from the strong labor market,” economists at the New York Fed wrote in a blog post.

A car loan is typically the first payment people make because a vehicle is critical to getting to work,
and someone can live in a car if all else fails. When car loan delinquencies rise, it is usually a sign of
significant duress among low-income and working-class Americans.

“Your car loan is your No. 1 priority in terms of payment,” said Michael Taiano, a senior director at
Fitch Ratings. “If you don’t have a car, you can’t get back and forth to work in a lot of areas of the
country. A car is usually a higher-priority payment than a home mortgage or rent.”

People who are three months or more behind on their car payments often lose their vehicle, making it
even more difficult to get to work, the doctor’s office or other critical places.

The New York Fed said that there were over a million more “troubled borrowers™ at the end of 2018
than there were in 2010, when unemployment hit 10 percent and the auto loan delinquency rate
peaked. Today, and job openings are , yet a significant
number of people cannot pay their car loan.

Most of the people who are behind on their bills have low credit scores and are under age 30,
suggesting young people are having a difficult time paying for their cars and their student loans at the
same time.

Buying a car can be a daunting task if you don't know where to start. We'll help guide you through the
process. (The Washington Post)

Auto loans surged in the past several years as car sales skyrocketed, hitting a record high in 2016 of

sold in the United States. Overall, many borrowers have strong credit scores and
repay their loans on time, but defaults have been high among “subprime” borrowers with credit scores
under 620 on an 850-point scale.

The share of auto loan borrowers who were three months behind on their payments peaked at 5.3
percent in late 2010. The share is slightly lower now — 4.5 percent — because the total number of
borrowers has risen so much in the past several years. Still, economists are concerned because the
number of people impacted is far greater now and the rate has been climbing steadily since 2016 even
as more people found employment.

Experts warn Americans to be careful where they get their auto loan. Traditional banks and credit
unions have much smaller default rates than “auto finance” companies such as the “buy here, pay here’
places on some car lots.

b

Fewer than 1 percent of auto loans issued by credit unions are 90 days or more late, compared with 6.5
percent of loans issued by auto finance companies.

“The No. 1 piece of advice I have is to not get your financing from a car dealership,” said Christopher
Peterson, a law professor at the University of Utah and former special adviser to the Consumer
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Financial Protection Bureau. “Shop separately for the vehicle and the financing. Go to a credit union or
community bank to get a low-cost loan.”

Rates can vary substantially depending on a borrower’s credit score and where they obtain a loan. A
“prime” borrower with a credit score in the range of 661 to 780 can get an auto loan rate of about 4.5
to 6 percent, according to . In contrast, a subprime borrower is typically looking at rates
between 14.5 and 20 percent.

After the financial crisis, the government placed heavy restrictions on mortgages to make it harder to
take out a home loan unless someone could clearly afford to make the monthly payments. But experts
warn that there are far fewer restrictions on auto loans, meaning a consumer has to be savvier about
what they are doing when they take out a loan.

"Predatory lending practices and a lack of real transportation options leave many households trapped in
debt with few ways out,” said Faye Park, president of the U.S. Public Interest Research Group, which
advocates for consumer protections.

Repossessing a car is also a quick process thanks to technology and the laws in many states. Some cars
are installed with devices that prevent the car from turning on if someone misses a payment and it has
become easier to to tow it away.

“It’s a lot easier to repossess a vehicle than to foreclose on a home,” Taiano said.

He noted that non-prime and subprime auto loans increased from 28 percent of the market in 2009 to
39 percent in 2015, a reminder of how aggressively lenders went after borrowers who were on the
margin of being able to pay. More lenders are giving people six or seven years to repay now vs. four of
five years in the past, according to Experian, another tactic to try to make loans look affordable that
might not otherwise be.

While defaults on auto loans are a red flag, they are unlikely to take down the entire financial system
as mortgages did in the lead-up to the 2008-2009 financial crisis. The total auto loan market is just
over $1 trillion, far smaller than the $9 trillion home mortgage market.

The amount of money people borrow to buy a car is also much smaller — typically under $35,000 —
vs. a home loan, where people often borrow several hundred thousand dollars.

Share of the total auto loan balance that is 90+ days
delinquent

5.3%
.

4.5%
4

2003 2010 2018

Source: NY Federal Reserve HEATHER LONG/THE WASHINGTON POST
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This is the thing most likely to cause you
financial ruin — but few prepare for it (Medical
Bankruptcy)

Catey Hill
Published: Apr 3, 2019

B N

© Getty Images The taxes are steep if you slip up.

More than two in three bankruptcies are caused by medical problems, either from bills, income loss
due to illness, or both,

. Other surveys come to a
similar conclusion, noting that medical issues are the No. 1 cause of bankruptcies.

Even insured and financially comfortable people aren’t immune. In fact, it’s mostly people who are
middle class and have insurance who are filing for bankruptcy, David Himmelstein, the lead author of
the study, tells MarketWatch.

“Unless you’re Bill Gates, you’re just one serious illness away from bankruptcy,” says Himmelstein, a
distinguished professor at the City University of New York’s Hunter College and lecturer at Harvard
Medical School, in a statement. “For middle-class Americans, health insurance offers little protection.
Most of us have policies with so many loopholes, copayments and deductibles that illness can put you
in the poorhouse. And even the best job-based health insurance often vanishes when prolonged illness
causes job loss — just when families need it most.”

Consider this staggering fact: In 2018, the average cost of health care for the typical American family
of four covered by an average employer-sponsored PPO plan was $28,166, according to the Milliman
Medical Index. Every month, this rises roughly $100, the index found. And imagine how high these
costs might go if you had a bad accident or prolonged illness that meant you couldn’t work, resulting
in loss of your job and the insurance that came with it. “That’s the triple whammy,” says Himmelstein.

www.fsicoalition.org


https://www.eurekalert.org/pub_releases/2019-02/pfan-6ob020719.php
https://www.eurekalert.org/pub_releases/2019-02/pfan-6ob020719.php
http://www.marketwatch.com/

10

Medical issues are all too common, too.
. And for too many, it’s devastating: 530,000 families go bankrupt each
year because of medical issues, the American Journal of Public Health revealed.

And yet, far too few of us have money saved to handle these issues. Four in 10 Americans don’t have
the savings to cover an unexpected $400 expense, released in 2018
— and more than one in four skipped neccessary medical care in 2017 alone simply because they can’t
afford the cost. What’s more,

Why do we have so little savings for medical costs? “It comes down to human nature -- a combination
of being focused on other things that seem more urgent, and flat out being in denial that something will
happen to them,” says certified financial planner

and . Plus, she adds that “very few people take the time to
actually comb through their insurance policies and look for the details of coverage each year” so they
may be unaware of what’s not covered. For others, it’s simply “high cost of living and low salaries,”
says

The good news: Many of us can start saving today to potentially fend off financial ruin because of
medical costs. Rebell says that a good rule of thumb to start with is to save at least your out-of-pocket
maximum. “That maximum out of pocket is your worst case scenario. After that the insurance
company should pick up 100%,” she says. Of course, you could also lose your job and insurance, so
it’s always a good idea to sock away even more. Foss recommends that everyone “should all aim to
have about six months’ living expenses in savings.”

And if you’re nearing retirement, prepare for big medical bills then. Fidelity data shows that the
average couple will need $280,000 in today’s dollars for medical expenses in retirement; that does not
include long-term care.

America’s Elderly Are Twice as Likely to
Work Now Than in 1985

Twenty percent of those age 65 and up haven’t retired. Many can’t afford to.

By
Bloomberg
April 22, 2019, 4:00 AM EDT
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A worker assembles components on a diesel engine at a factory in Seymour, Indiana.
Photographer: Luke Sharrett/Bloomberg
Just as single-income families began to vanish in the last century, many of America’s elderly are now

forgoing retirement for the same reason: They don’t have enough money. Rickety social safety nets,
inadequate retirement savings plans and sky high health-care costs are all conspiring to make the
concept of leaving the workforce something to be more feared than desired.

For the first time in 57 years, the participation rate in the labor force of retirement-age workers has
cracked the 20 percent mark, according to a new report from money manager United Income ( ).

As of February, the ranks of people age 65 or older who are working or seeking paid work doubled
from a low of 10 percent back in early 1985. The biggest spike in employment has gone to college-
educated older workers; the share of all employees age 65 or older with at least an undergraduate
degree is now 53 percent, up from 25 percent in 1985.

Percentage of 65+ Americans in Labor Force

Source: United Income; Current Population Survey

This rise of college-educated older workers has pushed the demographic’s inflation-adjusted income
up to an average of $78,000, 63 percent higher than the $48,000 older folks brought home in 1985. By
comparison, American workers below the age of 65 saw their average income rise by only 38 percent
over the same period, to an average of $55,000. United Income’s calculations draw on recently
released data from the Census Bureau and the Bureau of Labor Statistics (BLS).

There’s a mismatch between older workers who need the income the most and those who are able to
work and working, said Elizabeth Kelly, senior vice president of operations for United Income and a
former special assistant to the president at the White House National Economic Council during the
Obama administration.

“These are the more educated, wealthier individuals in better health who are continuing to work, but
it’s probably their less-educated, working-class counterparts who need to work the most,” Kelly said.

The BLS expects the big wave of aging baby boomers to represent the strongest growth in the labor
force participation rate through at least 2024. “By 2024, baby boomers will have reached ages 60 to
78, a noted. “And some of them are expected to continue working even after they qualify
for Social Security benefits.”
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Labor Force Participation by Education Level (65+)
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The retirement math is ugly, even for those who are seemingly well-off. Teresa Ghilarducci, an
economics professor at the New School for Social Research, has estimated that Social Security
replaces about 40 percent to 50 percent of one’s pre-retirement income. The general thinking is that
people need around 80 percent of pre-retirement income to get by after they stop working.

(Online can give a rough sense for what you need to save, and earn on savings,
to get there.)

The typical worker in the bottom 50 percent of the income distribution, earning less than $40,000 a
year, has no retirement savings. Those in the middle 40 percent of income distribution, earning from
$40,000 to $115,000, have a median amount of $60,000 saved, according to

Workers in the top 10 percent of income distribution making more than $115,000, meanwhile, have a
median amount of $200,000 saved. They, too, are woefully under-saved, although it’s worth noting
that these calculations don’t include real estate and other tangible assets, or the chance of

an inheritance.

Ghilarducci’s of what a typical college-educated professional must amass to retire
fairly comfortably? “Over $1 million or 2.” No wonder more people are working longer.
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