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1. Authors’ calculations from the Survey of Consumer Finances. See table 3 for data on wealth percentiles and 
figure 2 for data on median math levels by race-ethnicity.

half as high as those for the general population, 
and wealth levels for child households in the 
bottom half of the wealth distribution were 
–$233 in 2013 (Gibson-Davis and Percheski 
2018). Lower-wealth child households are dis-
proportionately nonwhite, with many black and 
Hispanic child households having next to no 
wealth. In 2019, median wealth levels were 
$63,838, $3,175, and $808 for white, Hispanic, 
and black child households, respectively. These 
levels reflect long-standing patterns of Ameri-
can structural inequality and institutional rac-
ism, under which black and Hispanic families 
have faced persistent discrimination in lend-
ing, credit, and housing markets (Oliver and 
Shapiro 1995; Darity and Mullen 2020).

As a society, we should be concerned about 
these trends because wealth may promote child 
flourishing (Yellen 2016). Disparities in wealth 
increase gaps in college attendance and com-
pletion, and levels of wealth affect early adult 
decisions regarding marriage and fertility (Con-
ley 2001; Schneider 2011; Addo 2014; Pfeffer 
2018). In addition, the importance of wealth is 
likely not confined to children at the cusp of 

Childhood Wealth Inequality in 
the United States: Implications 
for Social Stratification and 
Well-Being
Christina Gibson-Davis a nd Heather D.  Hill

Wealth inequality—the unequal distribution of 
assets and debts across a population—has 
reached historic levels in the United States, par-
ticularly for households with children (Pfeffer 
and Schoeni 2016; Saez and Zucman 2016; 
Gibson-Davis and Percheski 2018). Among 
households with a resident child under eigh-
teen (child households), levels of wealth in-
equality are higher than those of income in-
equality and higher than wealth inequality in 
other household types (Gibson-Davis and 
Percheski 2018). In 2019, among child house-
holds, those in the top 1 percent of the wealth 
distribution accounted for 43.5 percent, those 
in the bottom 50 percent for –0.36 percent.1 
Given low rates of intergenerational wealth mo-
bility, children who grow up in low-wealth 
households are likely to have low wealth in 
adulthood (Pfeffer and Killewald 2018).

Wealth among U.S. child households is no-
table not only because of its unequal distribu-
tion but also because so many child house-
holds, particularly those headed by black and 
Hispanic adults, have so little wealth. Median 
wealth levels for child households are roughly 

mailto:cgibson%40duke.edu?subject=
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adulthood but may also operate throughout 
childhood in multiple domains to affect future 
life chances (Shanks et al. 2010; Diemer, March-
and, and Mistry 2020). For example, wealth has 
been positively associated with younger chil-
dren’s standardized test scores (Yeung and 
Conley 2008; Elliott, Destin, and Friedline 2011) 
and social-emotional functioning (Shanks 
2007; Ream and Gottfried 2019).

Relative to the voluminous literature on in-
come and child well-being, the literature on 
wealth and child outcomes is still in its infancy, 
with important contextual and policy issues 
unaddressed. The association between wealth 
and some outcomes, such as child health and 
parenting behaviors, has not been studied, and 
the moderating effects of race, ethnicity, age, 
or income have received scant attention. Lit-
erature on policies and practices that address 
economic inequities among child households 
has largely focused on income-based programs 
and has provided relatively little evidence as to 
how policies might address wealth inequities 
or low-wealth levels among child households.

To further our understanding of wealth and 
wealth inequality for child well-being, this vol-
ume features original theoretical and empirical 
work on the contours and consequences of 
wealth for children and their families. The first 
set of studies describe wealth inequality in the 
United States, comparing levels of wealth in-
equality for children across Western democra-
cies and examining parental wealth invest-
ments on behalf of their children. The next set 
examines how wealth affects child health, be-
havior, and academic achievement, focusing on 
how wealth interacts with debt and asset com-
position and income instability. The final set 
describes current policies and practices that 
either directly or indirectly boost wealth acqui-
sition among child households.

In this introduction, we lay the foundation 
for those articles by providing a descriptive and 
theoretical context for wealth among American 
children. We describe patterns and trends in 
wealth and wealth disparities among child 
households and highlight the extremely low-
wealth holdings of African American and His-
panic households. We provide a conceptual 
framework for how wealth and wealth inequal-
ity might matter to children and describe how 

three aspects of wealth—as a manifestation of 
resources, conveyance of psychological and 
economic security, and bestower of class and 
socioeconomic status—can explain its impor-
tance. Last, we briefly summarize the contribu-
tions of the articles in this issue before turning 
to some of their implications for research and 
policy.

Our conclusions are that growing wealth in-
equality and the large number of child house-
holds with little wealth are concerning aspects 
of the economic context of childhood in the 
United States. A relatively small group of par-
ents—mostly white—control the lion’s share of 
the wealth available to children (Gibson-Davis 
and Percheski 2018). As with wealth inequality 
in the population overall, the racial-ethnic dis-
parities in wealth among child households are 
both profound and profoundly important to ad-
dress. Our understanding of wealth and its im-
portance to child development is growing but 
is still hampered by data and methodological 
challenges. To the extent that we have large-
scale wealth policies in the United States, they 
mostly promote the accumulation of wealth 
among a small group of families. Interventions 
to build wealth among families with children 
or policies to redress wealth inequalities have 
been scattered and small in scale. 

As this issue appears, the United States is 
still grappling with the economic fallout of the 
COVID-19 pandemic. Given that the pandemic’s 
economic effects are disproportionately affect-
ing black and Hispanic households (Hardy and 
Logan 2020; Federal Reserve 2020b), wealth dis-
parities among child households will continue 
to grow in the 2020s and many child house-
holds will not have enough wealth for their chil-
dren to flourish. We hope this volume as a 
whole will contribute to a deeper public under-
standing of the role of wealth ownership and 
inequality in child well-being and stimulate ad-
vocates and decision makers to create an 
evidence-based framework for wealth policy.

Definition of We alth
Wealth, also known as net worth, is a measure 
of assets minus debts. Assets can be classified 
as either liquid or nonliquid. Liquid assets can 
readily be converted into cash via a smoothly 
functioning market. Common liquid assets in-
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clude savings or money market accounts, 
stocks or bonds, and mutual funds. Nonliquid 
assets require effort to sell and may be sold for 
less than their value if sold soon after they are 
acquired. The most common type of nonliquid 
asset is a home, but other examples include ve-
hicles, ownerships in business, real estate 
other than a primary residence, and the pre-
retirement value of retirement accounts such 
as 401(k)s or individual retirement accounts. 
Virtually all Americans (99 percent) report own-
ing some kind of asset (Bhutta et al. 2019) with 
the most common being a transaction account, 
that is, checking or savings account (98 per-
cent); owning a vehicle (85 percent); or home-
ownership (65 percent). Relatively few report 
owning stocks (15 percent), having business eq-
uity (13 percent), or having a savings bond (9 
percent) (Bhutta et al. 2019).

Debt also has two primary classifications: 
secured (backed by collateral that can be col-
lected if the debt is not paid) or unsecured 
(loaned without collateral). Typical secured 
debts include car loans and home mortgages; 
typical unsecured debt include credit card 
loans and medical debt. Debt has also con
ventionally been classified as to whether it is 
“good” or “bad” (Manning and Butera 2010). 
Good debt will increase future income or 
wealth. For example, taking on educational 
loans has conventionally been considered good 
debt, insofar as human capital acquisition 
leads to increased earnings, although the re-
cent rise of nonprofit colleges has undermined 
this traditional classification (Baum 2016). Bad 
debt is used to acquire something that may de-
preciate, such as taking out a car loan or using 
credit cards for consumption purposes. More 
than three-quarters of Americans report being 
in debt (Bhutta et al. 2019) and, apart from med-
ical debt, the most frequent types of debt are 
credit card (44 percent), mortgage (42 percent), 
and vehicle (37 percent).

Americans’ wealth portfolios depend heavily 
on the value of their homes. The largest share 
of the average American asset portfolio comes 
from the value of a principal residence, which 
typically constitutes about 25 percent of gross 
assets (Wolff 2017). Similarly, mortgage debt on 
the principal residence is the largest category 
of debt, amounting to some 9 percent of the 

total (Wolff 2017). When limited to middle-class 
households, however, homeownership repre-
sents an even larger share of the asset and debt 
pie. For those in the middle three quintiles of 
wealth, the value of the home and the amount 
owed on a home are 66 percent and 60 percent 
of total assets and debts, respectively (Wolff 
2017).

Wealth is related to, but conceptually dis-
tinct from, income. Wealth is a stock of re-
sources; income is a flow of resources. As a 
store of value, wealth is what a household can 
access to meet unexpected expenses, buffer 
against income loss, or otherwise meet eco-
nomic shocks, such as medical emergencies, 
that can deplete financial reserves. As a flow of 
resources, income can be used to fund day-to-
day expenditures and is closely related to a 
household’s consumption patterns. Wealth is 
usually built up over long periods, whereas in-
come is used to finance the immediate flow of 
goods into the household. Unlike income, 
wealth can be inherited; the intergenerational 
wealth correlation varies by data sets and meth-
ods but is generally thought to be between 0.3 
and 0.4 (Pfeffer and Killewald 2018). Because of 
these conceptual differences, it is perhaps not 
surprising that wealth and income in the 
United States are modestly correlated at 50 to 
60 percent (Keister and Moller 2000; Killewald, 
Pfeffer, and Schachner 2017). Among child 
households, the correlation is 0.50 (Gibson-
Davis and Percheski 2018).

We alth in Child Households
We begin by describing wealth among child 
households, using data from the Survey of Con-
sumer Finances (SCF), between 1989 and 2019. 
The SCF is conducted triennially by the Federal 
Reserve Board and includes an oversample of 
wealthy households, making it one of the pre-
mier sources of wealth data in the United States 
(Federal Reserve 2020a). Our analysis updates 
and expands directly on work by Christina 
Gibson-Davis and Christine Percheski (Gibson-
Davis and Percheski 2018; Percheski and 
Gibson-Davis 2020). In keeping with that work, 
we defined child households as those contain-
ing at least one member under the age of eigh-
teen (for the technical details on these analyses, 
see the appendix).
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Wealth Levels
In 2019, child households had median wealth 
levels of $64,050, roughly half the size of the 
$114,850 for nonchild households (see table 1). 
Differences at the median are mirrored in the 
rest of the distribution; at every point on the 
distribution, child households had less wealth 
than nonchild households. Child households 
at the bottom of the distribution are particu-
larly disadvantaged, both in absolute and rela-
tive terms: child household wealth at the 10th 
percentile was –$20,400 (signifying that these 
households owed more in debt then they had 
in assets), 250 percent lower than that of non-
child households (–$8,000).

Asset ownership does not differ substan-
tially by the presence of a child, but debt own-
ership and amounts do (see table 2). Similar 
percentages of both child and nonchild house-
holds report having any asset, owning a home, 
having a retirement account, or owning stocks, 
bonds, or mutual funds. Median asset levels are 
also similar (about $200,000) but child house-
holds have higher median home values, 
whereas nonchild households have more in re-
tirement and stock accounts. In contrast, child 
households are more likely to report being in 
debt than nonchild households (87 percent ver-
sus 72 percent), and, conditional on being in 
debt, have higher levels of median debt 
($122,000 versus $47,500). Part of the reason 
child households are more indebted is their 
home debt: more than half of child households 
report owing money on their homes (versus 
one-third of nonchild households), with me-
dian loan amounts running some $160,000 

(about 50 percent more than the median 
amount for nonchild households). Differences 
in credit card debt ownership and levels are rel-
atively small, but child households are twice as 
likely to report owning money on education 
loans (31 percent versus 17 percent). Condi-
tional on having educational loans, loan 
amounts are higher for nonchild households 
($27,000 versus $18,000).

Lower levels of wealth for child households, 
relative to those without resident children, is 
consistent with the life-cycle model, the con-
ventional lens used to understand life course 
dynamics in wealth (Ando and Modigliani 
1963). The model, which connects individuals’ 
debt and asset patterns to expectations of fu-
ture income, predicts that younger-aged house-
holds (typically those with resident children) 
will have lower levels of wealth than older (typ-
ically those without resident children). Young 
adults, who may have high education debt and 
low current earnings, will not save but will in-
stead borrow against future income. Adults in 
middle to late-middle age, at the peak of their 
earnings capacity, will pay down debts and ac-
crue assets and savings at an increased pace. 
Older adults (usually interpreted to be those 
over the age of sixty-five, or past the typical age 
of retirement) will spend down their savings to 
support consumption in the absence of labor-
market activity (Modigliani 1988). The life-cycle 
model can also partly explain low levels of in-
tergenerational wealth mobility. Wealth that is 
not used in one generation is passed to the 
next, providing that generation with a “leg up” 
on asset accumulation, relative to households 

Table 1. Net Worth, 2019, by Presence of Child in the Household

Net Worth

Percentile All Households No Child Childa

10th –11,849 –8,000 –20,400
25th 1,600 3,700 300
50th 97,300 114,850 64,050
75th 372,420 425,000 265,400
90th 1,157,000 1,238,300 892,000

Source: Authors’ tabulation based on the Survey of Consumer Finances (Federal Reserve 2020a).
Note: All estimates weighted.
a Household has at least one resident child under eighteen.
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that did not receive an inheritance (Gale and 
Scholz 1994).

Wealth Inequality
As measured by the Gini coefficient, child 
households in the United States have more and 
faster growing wealth inequality than house-
holds without a child present (see figure 1). 
From 1989 through 2019, wealth inequality rose 
for all households, particularly during the 
Great Recession (2007–2009) and immediately 
after. However, across all years, child house-
holds, relative to households without a resident 
child, had higher levels of inequality, with 
larger year-over-year increases in the Gini, es-
pecially during the Great Recession. As a result, 
the relative gap in the Gini coefficient between 
households with and without a child increased 
between 1989 and 2019. In 2019, the Gini coef-
ficient for child households was 0.90 and for 
households without a resident child, 0.86. No-
tably, this pattern does not hold for income in-
equality: across the period, the income Gini for 
child households was lower than that of non-
child households. Income inequality has also 
fallen for child households over time.

As shown in table 3, the wealth distribution 
for child households is extremely top heavy, 
with net worth increasingly concentrated 
among the very wealthiest. In 2019, the top 10 
percent of the wealthiest child households ac-
counted for 82 percent of all wealth among 
child households, the top 1 percent accounting 

for 43.5 percent. Relative to 1989, wealth in the 
top decile increased by 14 percentage points, 
with most of that increase (11 percentage 
points) occurring in the top percentile. The in-
creasing concentration among the top decile 
was at the expense of those in the bottom 90 
percent, where the concentration of wealth fell 
steadily over time. Declines in wealth were par-
ticularly pronounced for households in the bot-
tom 50 percent of the distribution—wealth 
shares never rose above 1 percent and by 2019 
were negative. Notably, the distribution of 
wealth among nonchild households is less ex-
treme than among child households. Across 
years, relative to the top 10 percent of child 
households, the top decile of nonchild house-
holds accounted for a smaller fraction of over-
all wealth. Although wealth share in the bottom 
50 percent of nonchild households declined 
(from 2.2 percent in 1989 to 0.96 in 2019), wealth 
shares for the group were nevertheless positive 
(albeit very small).

The extreme and growing concentration of 
wealth seen among child households does not 
extend to income. The top 10 percent of richest 
households account for a smaller share of in-
come (47 percent in 2019) than the top 10 per-
cent of wealthiest households do for wealth (82 
percent). And, unlike share of wealth, shares of 
income by place in the distribution remained 
relatively stable over time. Finally, in contrast 
to child households in the bottom 50 percent 
of the wealth distribution, which had no wealth, 

Table 2. Select Asset and Debt Holdings, by Presence of Child in the Household, 2019

Assets

Any Home Retirement Stocks or Bonds

Has Median Has Median Has Median Has Median

All households .99 201,200 .65 225,000 .50 65,000 .25 22,000
Without resident child .99 200,620 .65 210,000 .48 73,000 .26 28,000
With resident child .99 204,250 .65 250,000 .55 53,000 .24 10,000

Debts

Any Mortgage Credit Card Educational

Has Median Has Median Has Median Has Median

All households .77 65,000 .42 135,000 .45 2,700 .21 22,000
Without resident child .72 47,500 .36 109,000 .43 2,500 .17 27,000
With resident child .87 122,000 .55 160,000 .52 3,000 .31 18,000

Source: Authors’ tabulation based on the Survey of Consumer Finances (Federal Reserve 2020a).
Note: Medians expressed in dollars. Median conditional on having the asset or debt. Results weighted.
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those in the bottom 50 percent of the income 
distribution accounted for approximately 14 
percent of the income pie. Relatively larger in-
creases in wealth inequality than in income in-
equality for child households is consistent with 
trends for the general population (Gibson-
Davis and Percheski 2018; Wolff 2018) and may 
reflect the snowballing effect of income in-
equality (Saez and Zucman 2016). Those with 
the highest incomes save at disproportionately 
high rates, leading to higher asset accumula-
tion. These assets beget more income (in the 
form of capital income, such as a stock divi-

dend), further exacerbating disparities in 
wealth and income shares (Saez and Zucman 
2016; Saez 2017).

Why is wealth inequality more extreme in 
child households than other households? It is 
likely that the factors that have led to increases 
in wealth inequality for U.S. households more 
generally—a shifting labor market, changes in 
tax codes that favor wealth accumulation, and 
growing levels of household indebtedness (Saez 
and Zucman 2016, 2019)—have been particularly 
acute for child households. Child households 
typically rely on earnings as their primary 

Source: Authors’ tabulation based on the Survey of Consumer Finances (Fed-
eral Reserve 2020a).

Figure 1. Gini Coefficient, Net Worth and Income, 1989–2019

Panel A. Net Worth
G

in
i
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1992
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1998
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2004

2007
2010

2013
2016

2019

Panel B. Income

G
in

i

1989
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2019

Child present household
All households

.95

.92

.62

.59

.56

.53

.50

.47

.44

.89

.86

.83

.80

.77

No child present household
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source of income, but globalization and a skill-
based workforce have caused wages to stagnate 
for lower- and middle-class workers as they sky-
rocketed for upper-class workers (Autor, Katz, 
and Kearney 2008; Autor 2014). When coupled 
with a tax code that has become increasing re-
gressive, top earners can save more of their in-
comes, have bigger stores of reserves to deal 
with unexpected expenses, and have more after-
tax monies to invest in assets (Saez 2017; Saez 
and Zucman 2019). Wealth inequality has also 
risen because Americans are taking on increas-
ingly large levels of debt (Saez 2017). Mortgage 
debt has increased over time, though it has 
slowed in recent years (Haughwout et al. 2019) 
and pressure to buy more expensive homes may 
be more acute for child households than those 
without children, as school choice is closely tied 
to neighborhood location. The proportion of 
adults of childbearing age who have taken on 
education loans has also risen (Houle 2014; 
Addo, Houle, and Sassler 2019) because adults 
increasingly take on education loans to finance 
higher education for themselves.

Two other factors may explain greater wealth 
inequality among child households than other 
households. First, the effects of the Great Re-
cession were particularly large on younger 

household heads with fewer years of labor-
market experience and households of color 
(Hoynes, Miller, and Schaller 2012; Pfeffer, Dan-
ziger, and Schoeni 2013), characteristics that 
may describe a substantial fraction of child 
households. Second, child households have be-
come increasingly diverse in terms of race-
ethnicity and family structure (England, Wu, 
and Shafer 2013; Child Trends 2016), both of 
which are strong predictors of wealth (Oliver 
and Shapiro 1995; Yamokoski and Keister 2006; 
Percheski and Gibson-Davis 2020).

Demographic Disparities in Wealth
Consistent with previous work (Percheski and 
Gibson-Davis 2020), wealth levels among child 
households are characterized by alarmingly 
large racial and ethnic disparities (figure 2). In 
2019, white child households had median 
wealth levels of $63,838, compared with black 
child household levels of $808. Expressed as a 
ratio, these estimates indicate that, at the me-
dian, for every dollar of white child household 
wealth, black child households had 1 cent. Rel-
ative to African Americans, Hispanic child 
households had substantially higher levels 
($3,175), but still only 5 cents for every dollar of 
white wealth.

 Table 3. Share of Wealth, by Presence of a Child in the Household, Wealth Percentiles, and Year

All Households No Child Present Child 

0–50 51–90 91–99 100 0–50 51–90 91–99 100 0–50 51–90 91–99 100

Wealth
1989 1.68 29.0 38.1 31.2 2.22 28.8 38.9 30.0 0.64 30.8 36.1 32.4
1995 1.90 27.0 34.0 37.1 2.56 27.4 33.5 36.5 0.90 26.2 35.9 37.0
2001 1.72 26.7 38.2 33.4 2.38 27.2 37.7 32.7 0.76 25.8 39.2 34.2
2007 1.50 25.3 38.4 34.8 2.32 25.8 39.1 32.8 0.18 24.3 36.7 38.9
2013 –0.07 22.8 40.4 36.8 0.76 24.5 40.1 34.6 –1.41 18.9 40.2 42.3
2019 0.55 21.1 39.9 38.5 0.96 22.2 40.3 36.6 –0.36 18.4 38.5 43.5

Income
1989 15.7 42.0 25.3 17.0 19.4 44.8 23.8 12.1 13.8 39.4 26.4 20.3
1995 16.8 43.9 25.0 14.3 19.1 45.4 24.9 10.6 15.9 42.3 24.9 16.9
2001 15.0 39.6 25.4 20.0 16.1 40.4 24.9 18.6 14.7 38.7 25.7 21.0
2007 14.6 38.3 25.8 21.3 16.3 39.2 25.3 19.2 13.8 37.4 26.2 22.7
2013 14.5 38.6 27.2 19.7 15.0 38.2 27.2 19.5 14.4 38.7 27.2 19.7
2019 14.6 38.9 27.4 19.1 15.7 39.5 26.9 17.9 14.3 38.6 27.4 19.7

Source: Authors’ tabulation based on the Survey of Consumer Finances (Federal Reserve 2020a).
Note: Estimates represent share of wealth attributed to percentile group. Estimates weighted.
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Educational gaps in wealth were also large; 
those with a bachelor’s degree had median 
wealth levels 240 times as high as those without 
a high school degree ($136,000 versus $566). Dif-
ferences by marital status were less pronounced 
than education, but still quite large: children 
living with married parents had median wealth 
levels ($70,839) seventy-two times as high as 
those living with unmarried parents ($975). Dif-
ferences by age of the oldest child are relatively 
smaller and, most likely reflecting that older 
households’ heads have older children, indi-
cate that wealthiest child households are those 
with teenagers. Wealth disparities by socioeco-
nomic characteristics exceed those seen for in-
come (figure 2, panel B).

Notably, racial-ethnic differences in wealth 
persist even after adjusting for socioeconomic 
status, as proxied by educational attainment 
(figure 3). Among households where the head 
has a high school degree or less, white child 
households have median wealth levels thirty-
two times higher than those of black or His-
panic child households. Among those with 
bachelor’s degree or more, white child house-
holds have wealth levels that are six and a half 
times as high. The racial-ethnic discrepancy in 
wealth levels among the most educated is so 
vast that black and Hispanic child households 
with at least a bachelor’s have wealth levels 
($23,336) that only slightly exceed that of whites 
that did not graduate high school ($22,917).

Source: Authors’ tabulation based on the Survey of Consumer Finances (Federal Re-
serve 2020a).
Note: Age refers to age of oldest child.

Figure 2. Median Net Worth and Income, Select Characteristics, Child Households, 2019
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With regard to specific asset types (table 4), 
white child households are far more likely to 
hold each asset and to have much higher me-
dian values if they do, compared to black and 
Hispanic child households. White child house-
holds have median asset levels that are fourteen 
times as high as that of black households and 
six times as high as Hispanic families. Notably, 
the share of child households receiving an in-
heritance are substantially higher for white (21 
percent) child households than black (3 per-
cent) or Hispanic (7 percent) child households.

 White child households have three to four 
times higher levels of debt than black or His-
panic households as well as high levels of mort-
gage debt. However, white child households are 
the only subgroup with a positive asset-to-debt 
ratio (about 2, or $2 in assets for every dollar of 
debt). Black child households have 59 cents for 
every dollar of assets, and Hispanic child 
households almost break even ($0.93 asset to 
$1 debt). Relative to white and Hispanic child 
households, black child households report rel-
atively low levels of mortgage and credit card 
debt, but high levels of education debt.

The vast wealth advantage that white par-
ents enjoy reflects not only modern day struc-

tural and cyclical economic changes but also 
U.S. history and the effects of past public poli-
cies (Oliver and Shapiro 1995; Conley 1999; Dar-
ity and Mullen 2020). The amassing of wealth 
among white families began with the institu-
tion of slavery and the appropriation of Native 
lands. It continued during Reconstruction with 
the failure of the Freedmen’s Bureau to reallo-
cate land to free slaves and then with federally 
supported covenants and “redlining” against 
nonwhite and non-Christian families during 
the suburbanization of America in the post–
World War II era (Oliver and Shapiro 1995; Con-
ley 1999; Rothstein 2017).

These historical forces are the antecedents 
of contemporary barriers to wealth accumula-
tion among Americans of color (Darity and 
Mullen 2020). Despite antidiscrimination laws, 
households of color continue to face discrimi-
nation in obtaining credit, purchasing homes, 
and securing loans (Oliver and Shapiro 1995). 
Residential segregation results in black and 
Hispanic families occupying neighborhoods 
that have lower housing values and higher rates 
of vacancy and foreclosure (Massey 2015). 
Redlining has been replaced by “reverse redlin-
ing,” in which lenders target racial minority 

Source: Authors’ tabulation based on the Survey of Consumer Finances (Federal Re-
serve 2020a).

Figure 3. Median Net Worth and Income, Race-Ethnicity and Education, Child Households, 2019
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households for subprime loans and other pred-
atory loan practices (Rugh and Massey 2010; 
Faber 2013). Policies associated with mass in-
carceration and the use of fines and fees in the 
criminal justice system disproportionately af-
fect black families and impede wealth accumu-
lation by lowering family incomes, imposing 
legal costs, and incurring debts (Harris, Evans, 
and Beckett 2010; Sykes and Maroto 2016; 
Nepomnyaschy et al. 2021, this issue). Black and 
Hispanic children are also disadvantaged in 
that they are less likely to receive inheritances 
or in-vivo transfers from their parents (Kille-
wald and Bryan 2018; Pfeffer and Killewald 
2019). Relative to whites, black and Hispanic 
parents provide fewer monetary resources to 
their adult children (Fingerman et al. 2011; Har-
die and Seltzer 2016), likely because parents of 
color have fewer financial resources to offer 
(Oliver and Shapiro 1995). Although inheri-
tances explain only a small fraction of the in-
tergenerational transmission of wealth (Pfeffer 
and Killewald 2018), racial and ethnic differ-
ences in parent-to-child transfers of wealth 
contribute to and compound the difficulties 
black and Hispanics face in accumulating 
wealth (Pfeffer and Killewald 2019).

How We alth Mat ters to Children
Research on wealth and its consequences for 
child well-being has largely concentrated on 
outcomes in young adulthood, and in particu-

lar, wealth’s association with educational at-
tainment (Shanks 2007; Elliott, Destin, and 
Friedline 2011; Jez 2014; Doren and Grodsky 
2016; Ream and Gottfried 2019; Diemer, March-
and, and Mistry 2020). After adjusting for 
household income, household wealth is posi-
tively associated with years of completed 
schooling, high school graduation, college at-
tendance, and college completion (Conley 2001; 
Belley and Lochner 2007; Pfeffer 2011; Jez 2014; 
Doren and Grodsky 2016). Many of these stud-
ies rely on wealth data collected in the 1970s 
and 1980s, before wealth inequality began to 
rise overall and among child households. How-
ever, Fabian Pfeffer’s (2018) recent study on 
wealth and educational attainment by birth co-
hort suggests that wealth may be an increas-
ingly important predictor of human capital ac-
quisition. Comparing children born in the 
1970s with those born in the 1980s, he finds that 
the difference in college attainment between 
the lowest and highest quintiles of wealth had 
increased by nearly 10 percentage points. The 
wealthiest children born in the 1980s were 40 
percentage points more likely to graduate from 
college than their least wealthy peers.

A smaller literature has examined wealth as 
a predictor of outcomes for children under the 
age of eighteen. Studies published before this 
issue indicate that parental wealth is positively 
correlated with standardized test scores and 
academic achievement (Orr 2003; Yeung and 

Table 4. Select Assets and Debts, Child Households, by Race and Ethnicity

Assets

Any Home Retirement Stocks or Bonds Inheritance

Has Median Has Median Has Median Has Median Received Median 

White 1.00 291,901 .77 260,000 .66 65,000 .32 10,000 .21 55,000
Black .99 20,970 .40 177,000 .37 15,700 .12 9,000 .03 23,000
Hispanic .97 45,900 .48 200,000 .30 21,000 .05 3,300 .07 35,000

Debts

Any Mortgage Credit Card Educational

Has Median Has Median Has Median Has Median 

White .93 147,100 .67 164,000 .53 3,500 .34 17,200
Black .76 35,000 .31 136,000 .48 1,900 .39 22,000
Hispanic .78 49,000 .39 145,000 .55 2,000 .17 14,000   

Source: Authors’ tabulation based on the Survey of Consumer Finances (Federal Reserve 2020a).
Note: Medians expressed in dollars. Median conditional on having the asset or debt. Results weighted.
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Conley 2008; Friedline, Masa, and Chowa 2015), 
an association that cannot be explained by in-
come alone (Yeung and Conley 2008; Diemer, 
Marchand, and Mistry 2020). A handful of stud-
ies examine children’s social-emotional func-
tioning, finding that more wealth is associated 
with higher sociability in eight-grade students 
(Ream and Gottfried 2019) and fewer behavior 
problems in three- through twelve-year-olds 
(Shanks 2007).

Enhancing this narrow research base is new 
work presented in this volume demonstrating 
the importance of wealth in buffering the 
adverse effects of low income on child achieve-
ment (Miller et al. 2021), the negative associa-
tions between wealth and child body mass in-
dex (BMI) (Boen, Keister, and Graetz 2021), and 
the adverse repercussions of fathers’ child sup-
port arrears for children’s socio-behavioral out-
comes (Nepomnyaschy et al. 2021). It also offers 
evidence that, despite wealth’s strong associa-
tion with cognitive outcomes, black-white and 
Hispanic-white disparities in test scores remain 
even in same-wealth families, in part because 
of demographic and wealth composition differ-
ences (Conwell and Ye 2021). These studies rep-
resent important contributions to our under-
standing of the importance of wealth for 
children. Nevertheless, relative to the volumi-
nous literature on income and child develop-
ment (Duncan and Brooks-Gunn 1997; Duncan, 
Magnuson, and Votruba-Drzal 2014; Shonkoff 
2018), the literature on wealth and child devel-
opment is in its nascent stage.

Conceptual Framework
Despite the relative paucity of empirical studies 
on wealth inequality and child development, it 
is theoretically likely that wealth is a determi-
nant of many aspects of child well-being. In fig-
ure 4, we describe the potential mechanisms 
linking wealth with child outcomes. We begin 
by listing three key meanings of wealth for fam-
ilies: resources, insurance-security, and class 
status.

First, although wealth represents a stock of 
resources, it can contribute to both income 
and expenses. Some assets produce interest or 
dividends, which are returned to the owner as 
income, and parents can use this to provide 
additional resources to their child. For in-

stance, interest on a savings account might be 
treated by parents the same as any other in-
come source. Conversely, debt may constrain 
parental investments, if paying back loans de-
pletes financial resources or compromises par-
enting ability by increasing levels of anxiety 
and stress.

Second, wealth can provide a family with the 
real and psychological security of having insur-
ance against crises (Shapiro 2004; Pfeffer 2018). 
This security comes in large part from wealth 
being less attached to labor-force participation 
than income (Shanks and Destin 2009) and 
therefore providing a buffer against unexpected 
changes in job status, earnings, or health crises 
(Sherraden 1991; Shapiro 2004). The insurance 
function of wealth may also allow parents to 
take financial risks (such as investing in educa-
tion) that will pay off in the long run.

Third, far more than income, wealth ex-
presses class status. As Dalton Conley (1999) 
notes, wealth both represents and determines 
class: assets and debt are the visible evidence 
of class status and the mechanisms used to 
change it. In fact, the value of one’s home and 
the real and perceived quality of the neighbor-
hood in which one resides is probably the 
strongest demonstration of class and mobility. 
The typical connotation of the American 
dream—of “making it”—is a house on a leafy 
street with a picket fence. For immigrants, 
homeownership is also evidence of incorpora-
tion in the economy and culture of the arrival 
country (Myers and Lee 1998; Sánchez 2018; 
Agius Vallejo and Keister 2019). This symbolism 
gives wealth particular meaning for the subjec-
tive experience of social and economic posi-
tion, opportunity, and belonging. In addition, 
symbols of class status shape how individu-
als—including children—are treated by others 
and perceive themselves in ways that influence 
behavior, academic achievement, and health 
(Goodman et al. 2000; Destin et al. 2012; Destin 
2013; Mistry et al. 2015).

How do the resources, security, and status 
provided by wealth affect family life and other 
contexts of child development? We hypothesize 
a set of primary and secondary mechanisms 
that could mediate relationships between fam-
ily wealth and child outcomes (see figure 4). 
Our model is informed by the theories linking 
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family income to child development (McLoyd 
1990; Conger and Elder 1994; Mayer 1997; Brad-
ley and Corwyn 2002; Yeung, Linver, and 
Brooks-Gunn 2002). Two of the mechanisms—
parental investments and parent stress—are 
those most commonly associated with income 
effects on children. However, the other two—
subjective financial well-being and future ex-
pectations—are likely to be particularly salient 
for understanding the role of wealth in child 
development.

Time and Money Investments
Liquid wealth can be used like income to invest 
in food, housing, health care, and schooling, 
which can then benefit children in a variety of 
ways. The need to pay down debt can constrain 
the use of income for basic needs, but mort-
gages and educational debt may represent in-
vestments in better quality neighborhoods or 
careers. The influence of wealth via parental in-
vestments would most likely be seen in the 
quality of child care and education, the neigh-
borhood context in which families live, and the 
degree of instability or “chaos” experienced at 
home and in the community (Shanks 2007; Ev-
ans and Wachs 2010). The evidence that liquid 
wealth is more predictive than illiquid wealth 
of school-age children’s test scores (Yeung and 
Conley 2008) supports the notion that parents 
are using wealth for consumption related to 
child development. As indicated by scholarship 
on poverty (see Yeung, Linver, and Brooks-
Gunn 2002), the effects of wealth that operate 
through parental investments may be stronger 
for health and cognitive development than for 
social and emotional outcomes. Wealth may 
also affect the choices that parents make about 
work outside the home, which could influence 
both the quantity and quality of parent-child 
time.

Parental Stress and Cognitive Load
Akin to the strong theoretical connections be-
tween income and parental stress (McLoyd 
1990, 1998; Conger and Elder 1994), wealth and 
parental stress are likely also linked. Levels of 
wealth could inform a parents’ comprehensive 
assessment of the resources available to pro-
vide basic needs, achieve goals, and support 
family processes. In fact, though untested, the 

ability of wealth to offer insurance against in-
come losses suggests that it may be far more 
effective at reducing parental stress about fi-
nances than income is. Even nonliquid wealth, 
such as homeownership or the ownership of a 
retirement fund, is likely to shape the sense of 
day-to-day sufficiency of resources. Substantial 
evidence shows that parental stress leads to 
less warm and sensitive parenting, which in 
turn is associated with children’s behavior 
problems (Conger et al. 1994; McLoyd 1998; Mis-
try et al. 2002).

Also, recent developments in behavioral sci-
ence focus on the way in which income poverty 
increases cognitive load and demands atten-
tion, improving some cognitive functions and 
demeaning others. For example, some studies 
find associations between having insufficient 
resources and poor performance on intelli-
gence tests, better memory for costs, and a 
greater ability for considering financial trade-
offs (Mani et al. 2013; Shah, Shafir, and Mul-
lainathan 2015; Shah et al. 2018). Having no or 
negative wealth could further add to cognitive 
load; savings or assets could reduce it. As insur-
ance against income losses, assets could reduce 
the cognitive demands of being poor or low in-
come.

Subjective Financial Well-Being
We hypothesize that wealth could also affect 
parent and child subjective financial well-being 
(SFWB). Consistent with scholarship, we define 
SFWB as a broad set of emotions and attitudes 
about current and future finances, including 
future orientation and optimism, risk aversion, 
and sense of financial control (Vera-Toscano, 
Ateca-Amestoy, and Serrano-Del-Rosal 2006; 
Zyphur et al. 2015). SFWB is an inherently com-
parative concept, in which individuals compare 
their circumstances both with others and with 
their experiences and expectations (Vera-
Toscano, Ateca-Amestoy, and Serrano-Del-Rosal 
2006). Although untested, SFWB among child 
households could more likely be affected by 
wealth than income or other measures of so-
cioeconomic status. Higher net worth may in-
crease parents’ future orientation and opti-
mism while decreasing their risk aversion, all 
of which could lead to reduced stress and 
greater investments in children. Higher debt, 
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however, could increase future orientation in a 
way that increases stress and decreases opti-
mism.

Future Expectations for Children
More than income, wealth may influence par-
ent and child expectations about children’s ed-
ucation and future trajectories. In a process he 
calls “the construction of future possibilities,” 
Michael Sherraden (1991, 152) hypothesizes that 
assets promote future orientation by creating 
real and perceived opportunity, which is inter-
nalized by both children and their parents. Em-
pirical studies provide support for Sherraden’s 
hypothesis: homeownership and other assets 
are often more predictive of parental expecta-
tions for their children’s education than in-
come is (Zhan and Sherraden 2003). Experi-
ments in psychology also suggest that wealth 
may positively shape children’s aspirations for 
college or other goals (Destin and Oyserman 
2009). The positive relationship between wealth 
and college outcomes is likely mediated 
through parental expectations (Shanks and 
Destin 2009; Elliott, Destin, and Friedline 2011), 
and parental expectations may be a stronger 
explanatory factor for the effects of wealth on 
educational attainment than parental invest-
ments (Diemer, Marchand, and Mistry 2020). 
Consistent with this mechanism, Jin Huang 
and colleagues (2021, this issue) provide evi-
dence that child development accounts raise 
parental expectations about their child’s edu-
cational future.

Potential Moderators
Informed by life course and developmental the-
ory, our model hypothesizes that some mecha-
nisms are likely more relevant during certain 
developmental stages than others. For exam-
ple, although wealth could reduce parental 
stress and improve parental warmth and sen-
sitivity at any point, those effects might be most 
important in early childhood when children are 
developing secure attachments and founda-
tional cognitive and behavioral skills. Likewise, 
parental optimism, and parent and child expec-
tations about the future, may be of particular 
significance as children begin the transition to 
young adulthood and make choices about their 
post-secondary-education paths. The few stud-

ies on wealth effects by child age have provided 
conflicting evidence as to whether effects vary 
by age (Yeung and Conley 2008; Diemer, March-
and, and Mistry 2020). In one of the first studies 
to use a developmental lens to examine changes 
in wealth and outcomes at different points in 
childhood, Portia Miller and colleagues (2021, 
this issue) hypothesize that the effects would 
grow with age but find consistent beneficial ef-
fects of wealth on cognition and behavior re-
gardless of age.

Other potential moderators include family 
size, wealth composition, and wealth levels. 
Given the same wealth, a larger family will have 
fewer resources per child than a smaller family. 
Yet some of the hypothesized benefits of wealth, 
including insurance and class status, are not 
divisible. For instance, class status is likely de-
termined by total wealth and attributed equally 
to all children regardless of number. Among 
other things, these attributes of wealth make it 
unclear whether it should be adjusted for fam-
ily size in studies describing wealth during 
childhood (for a larger discussion on whether 
estimates of wealth should be adjusted by 
household size, see Killewald, Pfeffer, and 
Schachner 2017). Also, different components of 
wealth (debt, homeownership) may have differ-
ent qualitative meaning to families, suggesting 
that a family’s wealth composition may moder-
ate the effects of wealth on children. For in-
stance, unsecured debt has been associated 
with negative child outcomes in part because 
it increases stress (Berger and Houle 2019). 
However, debt may also signify increased op-
portunity for children, as would happen if par-
ents take on increased mortgage debt to secure 
access to higher quality schools or safer neigh-
borhoods (Conwell and Ye 2021, this issue). Fi-
nally, the marginal value to parents and chil-
dren of an additional $1 in wealth likely 
diminishes because wealthy families may de-
rive less utility from increases in net worth than 
less affluent ones. The association between 
wealth and child well-being may also be non-
linear if families have achieved a specified 
threshold of wealth (for example, to weather a 
short-term job loss or to fund a college degree). 
To date, however, we are not aware of any stud-
ies that have investigated the marginal utility 
or threshold effects of wealth.



r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

	 c h i l d h o o d  w e a l t h  i n e q u a l i t y 	 15

Contributions to this Volume
The volume begins with two articles describing 
the contours of wealth for American child 
households. First, to understand child house-
hold wealth inequality in the global context, 
Fabian Pfeffer and Nora Waitkus conducted the 
first cross-national comparison of wealth 
among children using the Luxembourg Wealth 
Study. Consistent with the life-cycle hypothesis 
of wealth accumulation (Modigliani 1988), they 
find that across the fourteen countries studied, 
children have higher levels of wealth inequality 
than the elderly. Additionally, the degree of 
wealth inequality experienced by a country did 
not correlate with their level of income inequal-
ity. Notably, the United States stands out in this 
analysis for having exceptionally high levels of 
wealth (and income) inequality among child 
households.

The next study describes a uniquely twenty-
first-century dimension of wealth inequality—
“financially intensive parenting”—a term Nina 
Bandelj and Angelina Grigoryeva coin to de-
scribe how some American parents are increas-
ingly directing more resources toward child-
centric savings and borrowing. Their analyses 
using the SCF show that parental investing, sav-
ing, and borrowing for children differ by family 
wealth and parent race-ethnicity. White parents 
with wealth above median levels accumulate 
relatively high levels of child-centric assets, 
whereas black and Hispanic parents across the 
wealth distribution accumulate (by compari-
son) fewer child-centric assets, and for black 
parents, higher levels of educational debt. They 
conclude that increasing disparities in finan-
cially intensive parenting likely contribute to 
inequality in educational opportunities for 
children by economic circumstances and race-
ethnicity.

Moving from contours to consequences, the 
next set of studies considers how wealth and 
its unequal distribution may contribute to child 
well-being. Evidence of the protective effects of 
wealth is found in Courtney Boen, Lisa Keister, 
and Nick Graetz’s examination of the associa-
tions between wealth and child BMI using the 
Panel Study of Income Dynamics (PSID). They 
find that higher levels of parental wealth, even 
after adjusting for a host of conventional socio-
economic status markers (such as maternal 

education, income, health insurance status), 
were associated with lower BMI and decreased 
obesity risk. The results were consistent across 
types of assets and debts, except for home eq-
uity, which was negatively associated with child 
BMI. The effects of wealth on child BMI operate 
not only directly, as they do in adults, but also 
indirectly through household spending and 
family stress processes. This study offers im-
portant new evidence on the linkages between 
wealth and population health disparities.

Using the National Longitudinal Survey of 
Youth 1979 (NLSY79), Jordan Conwell and Lea-
fia Zi Ye investigate racial and ethnic gaps in 
achievement for households with the same lev-
els of wealth. They find that, in families with 
the same net worth, black and Hispanic chil-
dren have lower standardized math and read-
ing scores relative to white children. Racial dis-
parities in achievement for same-wealth 
families were explained both by racial-ethnic 
differences in the demographics of same-
wealth families and in the composition of 
wealth. Notably, relative to white families with 
the same net worth, black and Hispanic fami-
lies had fewer liquid assets and less “good” 
debt, such as housing debt. These results high-
light the nuanced ways in which economic and 
racial-ethnic disadvantage may intersect and 
the potential benefits of certain types of debt 
for purchasing “developmentally advantageous 
school and neighborhood contexts.”

Further underscoring the importance of 
debt type is the study by Lenna Nepomnyaschy 
and colleagues, which examines unsecured 
debt, including credit card debt, loans, and 
child support arrears, among children with 
nonresident fathers. Using the Fragile Families 
and Child Wellbeing Study, the authors find 
that nonresident fathers’ child support arrears, 
which are often not measured in other surveys 
about wealth, were a large proportion of non-
resident fathers’ debt. In addition, child sup-
port arrears were associated with decreased so-
cioemotional functioning for nine- and 
fifteen-year-olds. Notably, these negative asso-
ciations did not hold for other types of unse-
cured debt, suggesting that child support ar-
rears play a unique (but heretofore overlooked) 
role in the lives of low-income children.

Consistent with the hypothesis in the con-
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ceptual framework that wealth serves as a 
source of security, Portia Miller and coauthors 
provide the first evidence that wealth may be 
protective for low-income children. In their 
investigation of the associations between pa-
rental wealth and child outcomes at three de-
velopmental stages (preschool, middle age, and 
adolescence), wealth was positively correlated 
with cognitive achievement and negatively cor-
related with behavioral problems at all three 
time points. The estimated effects of wealth 
were also larger than the effects of income. No-
tably, among households with low levels of in-
come, wealth was associated with better out-
comes for children, perhaps because these 
families could draw on the resources that 
wealth offers. An implication of their work is 
that children in families that are both low 
wealth and low income are at particular risk of 
poor outcomes.

The final set of studies examine policies 
that, either directly or indirectly, promote asset 
accumulation. Jin Huang and colleagues de-
scribe one of the few U.S. policy models for in-
creasing savings in low-income child house-
holds, Child Development Accounts (CDAs), il-
lustrated by the Saving for Education, Entrepre-
neurship, and Downpayment program in 
Oklahoma (SEED OK). After summarizing the 
impacts of SEED OK, which increased family 
educational savings and reduced maternal de-
pression and punitive parenting practices, the 
authors propose ten design features of univer-
sal, progressive, and lifelong CDAs. Seven states 
have already adopted this policy model in some 
form, and more are likely to follow, making the 
insights of these authors valuable to guiding 
future policy development.

Examining the possibility that income-
support programs have positive spillovers on 
wealth accumulation, Katherine Michelmore 
and Leonard Lopoo estimate the effects on 
wealth of the Earned Income Tax Credit (EITC) 
using the PSID. They find that exposure to the 
EITC during early childhood (up to five years) 
increases familial wealth during middle child-
hood (six to ten years), particularly among fam-
ilies with a less-educated head of household. 
These effects operated through increased funds 
in checking, savings, and retirement accounts, 
and higher amounts of home equity. Greater 

EITC exposure was also associated with higher 
amounts of credit card debt. The authors find 
some suggestive evidence that the program in-
creases low-income families’ position in the 
wealth distribution as well as their individual 
wealth level.

Margo Jackson, Chinyere Agbai, and Emily 
Rauscher use simulated Medicaid eligibility to 
investigate how state-level generosity in Med-
icaid affects wealth among families with chil-
dren. Using the NLSY79, the authors find that 
an increase in prenatal and infant eligibility of 
one standard deviation—roughly equivalent to 
the difference between Massachusetts and 
Oklahoma in the early 1990s—was associated 
with a 22 percent increase in savings and retire-
ments amounts. Medicaid eligibility was also 
associated with higher average home mortgage 
amounts, but not home value, overall net 
worth, or other forms of debt. In addition, the 
positive associations with savings and mort-
gages were only evident for non-Hispanic white 
and more highly educated mothers. The un-
equal results by demographic group suggest 
that increasing eligibility for Medicaid may ex-
acerbate, rather than mitigate, existing differ-
ences in wealth among child households.

Research Implications
The work presented in this volume address 
some of the most pressing questions regarding 
wealth and child well-being, but many un-
knowns remain. We still know relatively little 
about how wealth varies across a child’s life 
course, and we are only beginning to under-
stand whether the importance of wealth in de-
termining child well-being varies by develop-
mental stage (Miller et al. 2021; Nepomnyaschy 
et al. 2021). Emerging evidence also suggests 
that assets and debts may operate differently in 
the lives of children (Conwell and Ye 2021), but 
we do not yet understand the theoretical or 
mechanistic reasons why this is so. Addition-
ally, research has yet to address how household 
wealth intersects with salient contexts of the 
child’s life because most studies operationalize 
wealth as acting independently of factors such 
as school quality or neighborhood context. Al-
though it is clear that wealth inequality for 
American children far outstrips that in other 
countries (Pfeffer and Waitkus 2021), the social 
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and policy levers that account for that differen-
tial are unknown. Finally, despite some emerg-
ing evidence, the work on how policies affect 
levels of wealth for children is sparse.

These questions could be more readily an-
swered if scholars did not face data limitations 
in measuring the contours and consequences 
of wealth for children. Analysts must choose 
between data sources that fully capture the 
American wealth distribution but offer no data 
on child well-being (the SCF), and data sources 
that collect information on child outcomes but 
omit the very wealthiest households (the PSID 
and NLSY). The lack of the very wealthiest 
households is a notable omission given that 
American wealth for child households is even 
more highly skewed than wealth among the 
general population (Gibson-Davis and 
Percheski 2018). In the absence of complete 
wealth data, scholars have used homeowner-
ship or home equity, which is available in a lot 
more surveys, as a proxy for wealth (Pfeffer 
2018). Doing so, however, ignores variations in 
wealth among nonhomeowners. This incom-
plete measure is particularly problematic for 
analyses of racial-ethnic disparities in wealth, 
given that more than half of Hispanic and two-
thirds of black child households do not own 
homes (Percheski and Gibson-Davis 2020). Ex-
tant data sources also omit information on cit-
izenship and nativity status, which are likely to 
be salient to wealth among child households, 
particularly Hispanic ones.

In addition, currently available data do not 
include several types of debt for child house-
holds, including child support arrears, criminal 
justice debt, and medical debt. As Nepomnyas-
chy and coauthors demonstrate in their article 
in this volume, child support arrears are the 
primary source of debt for low-income fathers. 
Outside the Fragile Families and Child Wellbe-
ing Study these authors use, however, no data 
source of which we are aware collects data on 
child support arrears. Only one survey, the Sur-
vey of Household Economics and Decision-
making, has collected data on legal debt, add-
ing these questions in 2019, but the data cannot 
be disaggregated to families with children. The 
development of new data sources or expansions 
of existing ones with an eye toward valid and 
reliable measurement of all possible compo-

nents of wealth and of multiple domains of 
child well-being would be extremely valuable.

 To the extent possible, analysts should also 
consider specific components of wealth that 
are most salient for their research questions. 
Child household net worth portfolios are het-
erogeneous, with households varying in the 
types of assets and debts they hold, as well as 
the relative amounts of assets versus debts 
(Conwell and Ye 2021, this issue). Households 
that are asset heavy versus those that are debt 
heavy may differ in their constraints and psy-
chological resources (Berger and Houle 2016, 
2019). Additionally, asset and debt ownership 
vary by race and ethnicity, with white house-
holds being more likely to have the kinds of 
debts that might promote child well-being 
(mortgage-related debt). Variation in asset and 
debt ownership, when coupled with an endog-
enous association with race and ethnicity, com-
plicates the analytic task as to how wealth re-
lates to child well-being (Conwell and Ye 2021, 
this issue).

A final consideration for analysts is whether 
they are concerned about inadequate levels of 
wealth or inequities in wealth ownership. The 
wealth distribution among child households is 
characterized by both low levels of wealth for 
many and an astoundingly large gap between 
those at the top and those at the bottom. Stud-
ies on children over eighteen suggest that both 
wealth scarcity and wealth inequality are im-
portant (Pfeffer 2018), but work focusing on this 
topic for children under eighteen is scant.

The articles in this volume highlight several 
possible avenues for addressing key method-
ological challenges in operationalizing and an-
alyzing wealth inequalities. For instance, the 
lack of overlap in the wealth distribution be-
tween white and black or Hispanic households 
can create common support problems that bias 
estimates or make them imprecise. Articles in 
this volume deal with this challenge by using 
fewer comparison groups (see Bandelj and 
Grigoryeva 2021) or comparing racial and eth-
nic differences for households with the same 
levels of wealth, such as at the 25th percentile 
(Conwell and Ye 2021). Analysts focusing on 
wealth and child well-being also face method-
ological challenges that plague observational 
studies on economic scarcity more generally. 
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Establishing causality with observational data 
is difficult, and most analyses of wealth are lim-
ited to descriptive relationships. Even experi-
mental and quasi-experimental studies that le-
verage policy shocks to income or wealth often 
test interventions that could change both in-
come and wealth, making it difficult to disen-
tangle the effects of each separately. Huang and 
colleagues (2021) offer a promising example of 
interventions designed to change wealth with-
out changing income.

Policy Implications
The United States has never had a cohesive pol-
icy approach to wealth. Relative to that on in-
come poverty and inequality, for example, far 
less policy consensus exists as to whether 
wealth inequality or insufficient wealth owner-
ship are problems worthy of government inter-
vention. Not surprisingly, then, no wealth ana-
log exists for the multitude of income-based 
safety net programs at the federal, state, and 
local levels that offer cash assistance, in-kind 
goods, and direct services. The hodgepodge of 
policies that do affect asset and debt accumu-
lation include financial regulations, tax poli-
cies, and small, local, asset accumulation pro-
grams. President-elect Joe Biden has indicated 
support for several policies that would directly 
address wealth, including plans to provide re-
lief from college debt, the establishment of 
“Baby Bonds,” a child development account 
given to all children in the United States at 
birth (Hamilton and Darity 2010), and higher 
taxes on corporations and capital gains. 
Biden’s plans would be the most comprehen-
sive political effort to address wealth inequal-
ity, but it remains to be seen how many will 
come to fruition.

A key step to analyzing the policies related 
to wealth and wealth inequality is to agree on 
a definition of the problem: Are we most con-
cerned about wealth disparities or inadequate 
wealth ownership? Does the kind of wealth 
matter? Should we promote asset accumulation 
or debt reduction? And should we worry about 
equalizing wealth by race, ethnicity, or social 
class, or attacking the underlying structural 
and racial problems that lead to such dispari-
ties? Depending on our problem definition, 
policies could be designed to promote multiple 

goals, including building savings and assets in 
low-wealth families, or in families of color; re-
ducing “bad debt”; and reducing extreme 
wealth by individuals and firms. Some evidence 
is provided in this volume on the value of spe-
cific interventions for asset accumulation 
among low-wealth families, including both 
asset-building and income-support programs 
(Jackson, Agbai, and Rauscher 2021; Michel-
more and Lopoo 2021; Huang et al. 2021). Nota-
bly, interventions to reduce inequality would 
need to be far more ambitious, targeting both 
the top and the bottom of the wealth distribu-
tion and redistributing wealth systematically 
and intergenerationally.

Defining the problem, setting the goals of 
wealth policy, and deciding on specific policy 
tools require not only more empirical evidence, 
but also agreement on the values and political 
interests of the American people. We offer three 
considerations to stimulate that discussion. 
First, our current policy approach to wealth 
promotes and protects wealth accumulation at 
the top, but this orientation is relatively recent. 
In the middle of the twentieth century, the hey-
day of the American Dream—at least for white, 
Christian Americans—income and estate tax 
rates were both around 70 percent and corpo-
rate tax rates were around 50 percent. Cur-
rently, many forms of income generated from 
wealth are tax free (Tax Policy Center 2020); cor-
porate taxes are set at historically low levels (21 
percent) and relatively easy to avoid (Saez and 
Zucman 2019); and tax-exempt investment ve-
hicles in retirement and education primarily 
benefit higher-income families (Pressman and 
Scott 2017; Toder, Khitatrakun, and Boddupalli 
2020). Individual estates are exempt from taxes 
up to a jaw-dropping $11.6 million. In addition 
to those to tax wealth, proposals exist to limit 
or replace tax exemptions and deductions with 
credits that benefit low- to middle-income fam-
ilies (Gale 2017; Toder, Khitatrakun, and Bod-
dupalli 2020).

Second, policies to address wealth inequal-
ity must consider the trade-offs between uni-
versal versus targeted approaches, a key tension 
in U.S. social policy generally. Universal ap-
proaches garner more political support, less 
stigma, and fewer concerns about disincentiv-
izing work; targeted approaches are better at 
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reaching those most in need and addressing 
inequities (Ellwood 1988). Current U.S. policies 
designed to address poverty and income in-
equality mix these approaches, as exemplified 
by Social Security (universal) and the EITC (tar-
geted). These tensions will exist in the context 
of wealth interventions as well. In this issue, 
Huang and colleagues (2021) suggest that CDA 
accounts should take a universal approach. An-
other possibility is targeted universalism, a rela-
tively recent framework in which goals are uni-
versal but interventions are targeted to the 
specific needs and burdens of historically mar-
ginalized groups (powell, Menendian, and Ake 
2019). In terms of reducing wealth inequality, 
targeted universalism may point the way to 
more explicit acknowledgement of the role of 
racism and racist policies in the creation of 
black-white and Hispanic-white wealth gaps, 
and to more targeted interventions aimed at 
offering black and Hispanic families more op-
portunities to accumulate and keep wealth.

Third, asset limits in cash assistance pro-
grams are a barrier to wealth accumulation and 
social mobility. Most U.S. public assistance re-
stricts eligibility to families without significant 
wealth. These policies are designed to cull fam-
ilies from the assistance rolls who have low in-
come but substantial wealth. In practice, rela-
tively few families fall into this category and 
asset tests (as these requirements are called) 
act as a direct barrier to low-income families’ 
economic mobility (Ratcliffe et al. 2016). Own-
ing a car or house or having college savings for 
a child can make a family ineligible for food 
assistance, the EITC, Medicaid, and other pro-
grams, which disincentivizes wealth accumula-
tion. This problem could be solved administra-
tively by removing asset limits or setting them 
at much higher levels. In the 1990s and 2000s, 
many states loosened asset tests for the Tem-
porary Assistance for Needy Families and Sup-
plemental Nutrition Assistance Program 
(SNAP). The evidence on the effects of these re-
forms on asset accumulation are mixed, but it 
has been noted that raising asset limits for one 
program (such as SNAP) may not be sufficient 
because most low-income families receive mul-
tiple means-tested benefits all with different 
asset limits (Nam, Ratcliffe, and McKernan 
2008).

Conclusion
We are gaining a deeper and more troubling 
understanding of the contours of wealth for 
American children. As a country, America 
stands apart from other Western democracies, 
insofar as levels of child household wealth are 
distributed far more unequally than in other 
parts of the globe (Pfeffer and Waitkus 2021, 
this issue). Racial and ethnic disparities are 
profound, with black and Hispanic families 
having pennies on the dollar for every dollar of 
white wealth. Mechanisms to promote wealth 
building—homeownership, savings, and stock 
participation—are characterized by structural 
and racial inequities that keep them out of the 
hands of many (Bandelj and Grigoryeva 2021, 
this issue; Conwell and Ye 2021, this issue). Pol-
icies and practices to build wealth among fam-
ilies with children have been scattered and dif-
fuse, and some policies may inadvertently 
increase wealth inequality rather than reduce 
it (Jackson, Agbai, and Rauscher 2021, this is-
sue; Michelmore and Lopoo 2021, this issue).

Following prior scholarship, we argue that 
the relevance of wealth to families and children 
is threefold: wealth provides resources, secu-
rity, and class status. These theoretical linkages 
between wealth and child well-being overlap 
with, but remain distinct from, those of in-
come. The conceptual difference is most obvi-
ous in terms of security: income, which can 
fluctuate considerably within years and 
months, likely does not engender the same feel-
ings of economic and psychological security 
that wealth provides. But the conceptual differ-
ences between the two are evident in other 
ways. The physical manifestations of wealth—
most notably, homeownership, and neighbor-
hood choice—shape child opportunities and 
expectations that exist independently from in-
come (Chetty and Hendren 2018). Perhaps 
more than they do income, parents may use 
their levels of wealth as cues to their child’s fu-
ture life chances (Huang et al. 2021, this issue) 
and shape their current parental investment 
choices accordingly.

Given the role that wealth plays in family 
functioning, it is no surprise, then, that wealth 
is related to child outcomes (Orr 2003; Yeung 
and Conley 2008; Friedline, Masa, and Chowa 
2015). As demonstrated in this volume and else-
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where, lower levels of parental wealth are cor-
related with lower levels of academic perfor-
mance, worse physical health, impaired social 
and behavioral outcomes, and fewer years of 
completed schooling (Pfeffer 2018; Diemer, 
Marchand, and Mistry 2020; Boen, Keister, and 
Graetz 2021, this issue; Miller et al. 2021, this 
issue; Nepomnyaschy et al. 2021, this issue). 
Wealth effects remain after accounting for in-
come, and the association between wealth and 
child well-being may be larger in magnitude 
than the association between income and child 
well-being (Miller et al. 2021, this issue). Wealth 
appears to be beneficial for children across de-
velopmental stages and across racial-ethnic 
identities (Diemer, Marchand, and Mistry 2020; 
Conwell and Ye 2021, this issue; Miller et al. 
2021, this issue), but equalizing wealth would 
not be enough to eliminate race- and ethnic-
based gaps in achievement (Conwell and Ye 
2021, this issue).

Wealth inequality among child households 
is rising faster than among the general popula-
tion, showing no indication that the pace will 
slow. A relatively small group of parents—
mostly white—control the lion’s share of wealth 
that is available to children (Gibson-Davis and 
Percheski 2018). A sizable share of American 
children, and a large majority of black and His-
panic children, grow up in households with 
very low levels of wealth and are likely to have 
low levels of wealth as adults. Wealth appears 
to be critical to the successful flourishing of 
children (Miller et al. 2021, this issue), yet poli-
cies and practices are just beginning to grapple 
with the consequences of wealth’s inequitable 
distribution. Equalizing wealth among white 
and black children may not be enough to elim-
inate racial disparities in academic achieve-
ment, but the current gaps are without ques-
tion adversely shaping the life experiences and 
chances of black and brown children. We call 
on scholars, policymakers, and practitioners to 
address the unequal distribution of wealth 
among children in the United States and to un-
derstand that unabated increases in wealth in-
equality are likely to have negative repercus-
sions for all of American society, but particularly 
for black and brown children. We hope this vol-
ume sparks even greater research study and en-
gagement with advocates and decision makers 

that will inform a coherent framework for 
wealth policy.

Appendix
Data are from the Survey of Consumer Finances 
(SCF), a repeated cross-sectional study of U.S. 
households conducted by the Federal Reserve 
triennially. The SCF is considered the best 
source of wealth data in the United States be-
cause it includes both a nationally representa-
tive sample of households and a sample of 
high-income households designed to represent 
the distribution of net worth (Keister 2014; Ken-
nickell 2008). Because the SCF’s unit of analysis 
is the primary economic unit, which is akin to 
the census definition of a household, we refer 
to our unit of analysis as households. We used 
ten SCF waves between 1989 and 2019 and re-
port monetary estimates in 2019 dollars.

The primary sample consisted of house-
holds in which the household contained at 
least one member under the age of eighteen. 
Of those under eighteen, 98 percent were des-
ignated as a child of the respondent or their 
spouse’s child; we refer to these household 
members as children. This definition excludes 
households with children who reside elsewhere 
and may include households with resident chil-
dren over eighteen.

We define net worth as the value of total 
household assets less total debts. Assets include 
the value of savings and checking accounts, cer-
tificates of deposit, pooled investment ac-
counts, stocks, bonds, retirement accounts, the 
value of the primary residence and other real 
estate, business assets, tangible assets (such as 
art and jewelry), and assets not classified else-
where. Debts include mortgages on the primary 
residence, mortgages on other real estate, busi-
ness debt, credit card debt, educational debt, 
vehicle loans, and other liabilities.

Following previous work (Wolff 2018), our 
measure of net worth excludes the future value 
of pension and Social Security income, assets 
that a household may realize in the future but 
does not currently possess. We also exclude the 
value of a household’s vehicles because such 
vehicles typically have a high consumptive 
value (for example, are necessary transporta-
tion for work) and cannot realistically be con-
verted to cash.
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Our descriptive analysis stratified our analy-
sis by the following covariates. Race-ethnicity 
measured whether the head of the household 
was non-Hispanic white, non-Hispanic black, 
or Hispanic (the SCF’s public use version does 
not include any additional racial or ethnic cat-
egories). Marital status measured whether the 
head was married (1 = married). Education of 
the head consisted of four categories, mea-
sured dichotomously: no high school diploma, 
high school diploma (omitted category), some 
college, bachelor’s degree or more. Age of the 
oldest child in the household was measured in 
the following ranges: younger than six, seven 
to twelve, or twelve to seventeen (continuous 
measures of child’s age were not available). 
Family income included earnings, rents, ali-
mony or child support, and all other types of 
income.

Our first analyses present a number of de-
scriptive measures on wealth and wealth in-
equality, presented for the full sample, and 
then stratified by the presence of a resident 
child. We then present descriptive statistics on 
the ownership and presence of assets and 
debts, and, conditional on the presence of that 
asset or debt, the median amount held or owed. 
We also examine the amount of wealth held by 
families at different parts of the distribution. 
The last set of analyses focuses on child house-
holds and examines how wealth levels vary by 
the sociodemographic characteristic of the 
household head, as well as asset and debt own-
ership by the race and ethnicity of the house-
hold head. All analyses were adjusted for survey 
design and survey nonresponse using SCF sam-
pling weights.
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and economic contexts. We demonstrate that 
in most of these countries, as one would expect, 
children experience lower levels of household 
wealth than the rest of the population, in par-
ticular seniors. Children also tend to experi-
ence greater wealth inequality and concentra-
tion. In many countries, their disadvantage is 
quite large, and nowhere more so than in the 
United States. Further, research that has estab-
lished the shape and determinants of income 
inequality among children cannot provide 
much guidance for the assessment of the shape 
and determinants of wealth inequality among 
children because national levels of child in-
come inequality and child wealth inequality are 
uncorrelated. That is, countries often differ sig-
nificantly in the level of inequality among chil-
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The wealth situation of children in the United States is exceptional: they lag further behind seniors in terms 
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Inequality in household wealth in the United 
States and other industrialized countries is 
large and growing (Wolff 1996, 2017; Pfeffer, 
Danziger, and Schoeni 2013; Piketty 2014), rais-
ing concerns about the impact of wealth in-
equality on the development and opportunities 
of today’s children (Gibson-Davis and Hill 2021, 
this issue; Pfeffer and Schoeni 2016). This con-
cern is heightened by the fact that the level of 
wealth inequality experienced by children is 
even higher than that experienced by other 
population groups and also rising faster (Pfef-
fer and Schoeni 2016; Gibson-Davis and 
Percheski 2018). In this article, we provide the 
first cross-national assessment of wealth in-
equality among children in fourteen countries 
characterized by distinct policy, institutional, 
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dren when measured as income versus wealth; 
however, the United States combines uniquely 
high levels of child inequality in both wealth 
and income. Overall, this contribution empha-
sizes that U.S. levels of child wealth inequality 
are not merely high but, in an international 
comparison, extreme, and that wealth forms a 
partly separate dimension of the economic 
well-being of children across countries.

We begin by providing a conceptual back-
ground for the analysis of wealth across coun-
tries and population groups of different ages.

Background and Approach
Recent comparative work has found substantial 
international variation in wealth inequality 
(Davies 2008; Piketty 2014; Pfeffer and Waitkus, 
forthcoming). Although multiple studies do 
not find countries’ demographic structure to 
be clearly related with national levels of wealth 
inequality (see, for example, Sierminska and 
Doorley 2018; Cowell, Karagiannaki, and McK-
night 2018), research has established important 
differences in wealth and wealth inequality be-
tween population groups within countries. For 
the United States, Fabian Pfeffer and Robert 
Schoeni (2016) show that wealth inequality is 
higher among households with children than 
those without and has been growing more rap-
idly for the former since the late 1980s. Chris-
tina Gibson-Davis and Christine Percheski 
(2018) compare U.S. trends in the wealth levels 
of two groups of households with dependents, 
child households and elderly households, and 
demonstrate that the wealth gap between and 
within these two groups has grown over the de-
cades: child households at the bottom of the 
distribution saw a particularly pronounced de-
cline, falling further behind the relatively stable 
wealth levels of elderly households and also be-
coming increasingly worse off compared to the 
wealthiest child households. We extend this 
perspective by comparing children across four-
teen countries to determine whether and to 
what extent they are exposed to higher levels of 
wealth inequality than the remainder of the 
population in other Western countries.

Our assessment is entirely descriptive but 
implies an urgent call for more explanatory ap-
proaches that seek to understand why coun-
tries differ in the extent of wealth inequality as 

experienced by children. Such undertaking 
needs to tackle at least two questions. First, why 
is the wealth exposure of children different 
from that of the remainder of the population? 
Second, does the consideration of wealth ask 
for a new understanding of national contexts 
of child well-being? Before beginning our anal-
yses, we provide initial guidance for such ex-
planatory tasks.

Wealth Differences Across Age Groups
Differences in the wealth distribution between 
age groups can be driven by various factors: 
these groups are at different stages of the 
process of asset accumulation (in the case of 
children, the asset accumulation of their care-
givers), generational differences in asset accu-
mulation are possible, and circumstances of the 
historical period in which we assess wealth may 
explain group differences. In short, the differ-
ences described here may be driven by a com-
bination of age, cohort, and period effects. 
Again, our contribution provides a purely de-
scriptive account of these differences and does 
not attempt to disentangle the contribution  
of age, period, or cohort effects (Fosse and  
Winship 2019). Nevertheless, we offer basic hy-
potheses on how each of these forces may con-
tribute to the observed differences in the distri-
bution of wealth between the young and the old. 

The clearest predictions about differences 
in the level of wealth arise from a focus on age 
effects: as the term wealth accumulation itself 
suggests, household wealth is built over time, 
leading us to expect younger groups to be less 
wealthy than older groups (Modigliani 1988). 
Besides the cumulation of savings over time, 
spending needs also differ between the young 
and old. Having children limits families’ ability 
to accumulate assets (Maroto 2018), in particu-
lar in the U.S. context of rising economic invest-
ments in children (Kornrich and Furstenberg 
2012; Schneider, Hastings, and LaBriola 2018). 
During later adulthood—on average, when in-
dividuals are in their fifties (Leopold and Sko-
pek 2015)—the receipt of an inheritance may 
jolt wealth accumulation for some households. 
Finally, desaving among seniors as they draw 
down assets during retirement is less pro-
nounced than economic theory would have it 
and often limited to the very latest years of life 
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and related to the cost of care (Ameriks et al. 
2015). Predictions about age differences in 
wealth inequality, in contrast, depend on 
whether individual wealth trajectories follow a 
process of cumulative advantage (DiPrete and 
Eirich 2006). Historically high returns on capi-
tal (Piketty 2014) and, in particular, long-
acknowledged processes of compound interest 
on capital (Marx 1981) make it likely that wealth 
advantage indeed cumulates and increases over 
time, moving the wealthy further apart from 
the nonwealthy. Under these assumptions, we 
would expect wealth inequality and wealth con-
centration to be greater among the old than the 
young.

Next, based on a cohort perspective, the 
wealth accumulation of today’s seniors can be 
hypothesized to have occurred during histori-
cally advantageous conditions as they accumu-
lated assets in years of economic growth (offer-
ing, for instance, stable occupational careers) 
and an expansion of public investments and 
protections (such as unionized employment, 
public higher education), providing unmatched 
opportunities for stable trajectories of asset ac-
cumulation (see, for example, Morgan and 
Scott 2007). In contrast, the asset accumulation 
of more recent cohorts is occurring during con-
siderably more challenging macro-economic 
and social conditions, marked by widespread 
loss of economic stability and public insurance 
schemes, ranging from the rapid decline of 
unionized labor (Western and Rosenfeld 2011; 
Brady, Baker, and Finnigan 2013) to the restruc-
turing of pension themes (Hacker 2007; Devlin-
Foltz, Henriques, and Sabelhause 2016; Ebbing-
haus 2011). The proliferation of economic loss 
(Jackson and Grusky 2018) suggests that today’s 
younger cohorts will not only have less wealth 
than prior cohorts, but also that wealth may be 
increasingly concentrated among those who no 
longer rely on the labor market or public insur-
ance schemes for their economic survival.

Last, considering potential period effects 
that may underlie our findings, our assessment 
of wealth follows a period of intense fluctua-
tions in the wealth structure, at least in the 
United States. The Great Recession not only de-
stroyed massive amounts of wealth but also 
rapidly increased wealth inequality in some 
countries, especially in the United States (Pfef-

fer, Danziger, and Schoeni 2013; Wolff 2017) 
though much less so in other countries, such 
as Germany (Grabka 2015). In the United States, 
the Great Recession tended to decrease the 
wealth holdings of those already disadvan-
taged, which includes younger households 
(Pfeffer, Danziger, and Schoeni 2013). That is, 
the immediate post-recession period that we 
assess here may, in some countries, be marked 
by a particularly large wealth gap between the 
young and the old. Extrapolating from the gen-
eral inequality-increasing influence of the 
Great Recession, one may expect that the reces-
sion also contributed to increased wealth in-
equality within these groups.

As stated, we cannot empirically disentangle 
the relative contributions of the age, cohort, 
and period effects hypothesized; we merely ob-
serve their combined influence on the distribu-
tion of wealth between and among today’s 
young and old. In combination, the hypotheses 
do support a clear expectation that the wealth 
levels of the young are lower than those of the 
old because age, cohort, and period effects 
point in the same direction. They do not sup-
port a clear expectation about the differences 
in wealth inequality and concentration be-
tween these groups as the hypothesized age ef-
fects point toward lower levels of inequality 
among the young, whereas the hypothesized 
cohort and period effects point toward higher 
inequality among the young.

National Contexts of Wealth Inequality
A robust comparative literature relies on income 
to measure national levels of economic inequal-
ity. Measures of wealth, however, yield quite a 
different picture of cross-national differences in 
inequality given that cross-national differences 
in wealth inequality are largely independent 
from national levels of income inequality (Pfef-
fer and Waitkus, forthcoming). Countries usu-
ally perceived as income-egalitarian, such as 
Sweden or Norway, are marked by comparably 
high levels of wealth inequality. In contrast, 
some countries with high levels of income in-
equality, such as the United Kingdom or Austra-
lia, report comparatively moderate levels of 
wealth inequality. Only the United States com-
bines vast wealth and income inequality.

National levels of income inequality have 
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long been shown to be shaped by labor-market 
institutions and welfare states (Esping-
Andersen 1990; Hall and Soskice 2001). A per-
spective that makes sense of the distinct cross-
national differences in wealth inequality, 
however, may need to center on the exposed 
role of housing markets and related institu-
tions, since national levels of wealth inequality 
are strongly related to inequalities in housing 
(Pfeffer and Waitkus, forthcoming). Beyond the 
distribution of homeownership, this perspec-
tive may consider the interrelation of national 
housing markets and financial markets as the 
regulation of mortgage lending has been found 
to be an important driver of housing inequality 
(Aalbers 2016; Ansell 2019; Fuller, Johnston, 
and Regan 2019), including housing discrimi-
nation and segregation. For instance, the con-
sequences of a loosely regulated mortgage mar-
ket—especially for economically disadvantaged 
families, minority households, and single 
mothers and thereby for broader patterns of 
wealth inequality—became particularly obvi-
ous in the Great Recession and its aftermath in 
the United States (Rugh and Massey 2010; Baker 
2014). At the same time, access to financial mar-
kets and, in particular, long-term debt obliga-
tions such as mortgages may also be facilitated 
by more stable labor trajectories and protec-
tions, such as in northern European countries 
(Johnston, Fuller, and Regan 2020), suggest-
ing that increased access to homeownership 
should not be simply thought of as a trade-off 
to a well-developed welfare state (Ansell 2014; 
van Gunten and Kohl 2020). Furthermore, in 
northern European countries, the proliferation 
of credit has been driven by the intensification 
of credit among those holding it, more so than 
the expansion of credit to more households 
(van Gunten and Navot 2018). We may therefore 
expect countries as different as the United 
States and Sweden to show comparably high 
levels of wealth inequality, if for different rea-
sons. In contrast, some southern and eastern 
European countries where mortgage markets 
are restricted and outright ownership levels are 
high—sometimes described as familial resi-
dential capitalist regimes (see Schwartz and 

Seabrooke 2009)—can be expected to have 
lower levels of wealth inequality. Finally, dereg-
ulated financial markets may not only induce 
further wealth stratification through the spread 
of credit and mortgages but also sustain the 
increased access of a financial elite that contin-
ues to concentrate national wealth (Lin and 
Tomaskovic-Devey 2013).

A full explanation of cross-national differ-
ences in wealth inequality and, with it, chil-
dren’s wealth inequality is beyond the scope of 
this article, but the article does suffice to illus-
trate that these explanations will likely lie out-
side those offered by the comparative literature 
on income inequality. Instead of labor-market 
institutions, comparative work that seeks to un-
derstanding wealth inequality will likely have 
to put housing and credit markets at the center 
stage of its explanatory framework (see also 
Pfeffer and Waitkus, forthcoming).

Data and Me asures
To compare wealth levels, wealth inequality, 
and wealth concentration across nations, we 
draw on the Luxembourg Wealth Study (LWS 
2020). The LWS provides carefully harmonized 
measures of household net worth and house-
hold composition for fourteen countries: Aus-
tralia (AU), Austria (AT), Finland (FI), Germany 
(DE), Greece (GR), Italy (IT), Luxembourg (LU), 
Norway (NO), Slovakia (SK), Slovenia (SI), Swe-
den (SW), Spain (ES), the United Kingdom (UK), 
and the United States (US).1 The LWS harmoni-
zation work is ex-post (see Sierminska, Brando-
lini, and Smeeding 2006) in that it draws on 
established national data sources that have 
been collected independently, mostly through 
nationally representative surveys or, in the case 
of Norway and Sweden, through tax registries. 
Several countries include oversamples of rich 
or high wealth households—Finland, Greece, 
Luxembourg, Slovakia, Slovenia, Spain, and the 
United States—which we adjust for by using 
survey weights (for evidence on the stability of 
cross-national wealth comparisons toward dif-
ferences in survey design characteristics, see 
Pfeffer and Waitkus, forthcoming).

We draw on harmonized, cross-sectional 

1. Wealth data for Canada are available in the LWS but because they do not include an indicator of the number 
of children in the household, we cannot include estimates for Canada in our analyses.
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2. As to the influence of differences in measurement timing, see Pfeffer and Waitkus (forthcoming), who provide 
evidence on the stability of international rankings of wealth inequality before and after the Great Recession.

3. The children included here are born between the mid-1990s and the mid-2010s (between 1988 and 2005 in 
Sweden) and the elderly are born up to the immediate post–World War II years (up to 1940 in Sweden).

4. To be clear, we are not and cannot draw on survey measures of individual asset holdings. The few surveys that 
have collected wealth information at the individual level (such as the German Socio-Economic Panel and a select 
module of the Survey of Income and Program Participation) have, sensibly, only done so for the household refer-
ence person and their partner (for example, wife’s wealth and husband’s wealth assessed separately). It would 
in fact make little sense to measure the asset holdings of those who cannot legally hold most assets (outside of 
a child saving accounts).

measures of net worth collected between 2011 
and 2014, with the exception of Sweden, for 
which the last available LWS wave is 2005.2 
Missing wealth data have been imputed for 
some countries with each national data pro-
vider applying their own imputation algo-
rithms (Austria, Germany, Greece, Luxem-
bourg, Slovakia, Slovenia, Spain, and the United 
States). Wealth measures are neither top- nor 
bottom-coded (that is, zero and negative net 
worth values are included). We calculate me-
dian household net worth (in constant 2011 dol-
lars with purchasing power adjustments), the 
Gini coefficient of household net worth as a 
broad measure of wealth inequality, and the 
share of net worth held by the top 5 percent of 
the wealth distribution as a measure of wealth 
concentration. Using two inequality indicators, 
the Gini coefficient and top 5 percent share, al-
lows us to capture both broad patterns of 
wealth inequality (including negative net 
worth) as well as the highly skewed nature of 
the wealth distribution.

Our contribution also provides a simple but 
substantively meaningful methodological re-
orientation. Rather than describing the distri-
bution of wealth across different types of 
households, such as households with and with-
out children, as done in prior research (see Pfef-
fer and Schoeni 2016; Gibson-Davis and 
Percheski 2018), we assess the distribution of 
wealth from an individual-level perspective, es-
timating household wealth levels and inequal-
ity among children (those younger than eigh-
teen), as well as among adults (age eighteen 
through sixty-four), and among seniors (age 
sixty-five and older).3 Arguably, the household 
wealth of children (which we term child wealth) 
is a more natural basis of assessment than the 
wealth of households with children: because 

child wealth captures the wealth level and in-
equality each child experiences, it is more di-
rectly relevant to assessments of the impact of 
wealth inequality on child development. Meth-
odologically, this approach amounts to simply 
calculating distributional measures weighted 
by the number of children within a household. 
That is, we restructure our data from the 
household to the individual level so that, for 
example, a household with two children under 
eighteen will contribute two observations to 
the assessment of child wealth, with each of 
these two children being assigned the same 
level of household wealth.4 Substantively, the 
individual-level analysis accounts for differen-
tial fertility patterns across the wealth distribu-
tion (for a general exposition of the importance 
of considering demographic differences in the 
analysis of inequality and mobility, see Song 
and Mare 2014). We provide direct comparisons 
between our individual-level approach and the 
more typical household-level approach in ap-
pendix B, where we distinguish child house-
holds, defined as households with any children 
younger than eighteen, from senior house-
holds, defined as households without children 
and a head or spouse or partner age sixty-five 
or more. The household-level perspective pro-
vides somewhat lower estimates of the gap be-
tween the young and the old but leaves the in-
ternational ranking of these gaps largely 
unaltered. It provides very similar findings on 
international variation in wealth inequality 
among children.

Another methodological issue highlighted 
by the individual-level perspective—though it 
is also pertinent to household-level analyses—is 
whether measures of household net worth 
should be adjusted for household size. Analyses 
of income typically adjust for (the square root 
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of) household size to account for income shar-
ing within households and for economies of 
scale. A similar consensus does not exist for 
analyses of household wealth (see Killewald, 
Pfeffer, and Schachner 2017), reflecting the con-
ceptual ambiguity of net worth when it comes 
to its divisibility and potential for economies of 
scale. For instance, whereas money in savings 
accounts may more easily be assumed to be di-
vided across household members (using a yet 
to be defined allocation rule), home equity may 
be less clearly divisible given that many of its 
benefits accrue to all household members. In 
our main analyses, we present wealth estimates 
without adjustments for household size but 
provide direct comparisons to wealth measures 
adjusted for the (square root of) household size 
in appendix C. Household size adjustments in-
crease the gaps between the young and the old 
further, but again leave the international rank-
ing of these gaps largely unaltered and do not 
provide a meaningfully different picture of 
cross-national differences in the extent of 
wealth inequality as children experience it.

Results
Our expectation that children experience lower 
wealth levels than the rest of the population is 
borne out empirically for most of the countries 
considered. Figure 1 reports the ratio between 
children’s median wealth and the median 
wealth of adults (lighter bars) and of seniors 
(darker bars), respectively (for estimates and 
country labels, see table A1).

We observe, first and unsurprisingly, that 
the household wealth of the average child is 
lower than that of the average adult or senior 
in nearly all countries. Second, wealth gaps be-
tween children and seniors tend to be larger 
than those between children and adults in most 
countries, which may partly reflect the larger 
overlap between the latter two groups (given 
that children are more likely to share a house-
hold with adults, that is, their parents, than 
with seniors). This pattern is particularly stark 
for Finland, Sweden, and Norway, where the 
gap between children and adults is small (or, in 
the case of Finland, even reversed) but substan-
tial between children and seniors. Averaged 

Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Lighter bars display the median net worth ratio between children and seniors, darker bars the ra-
tio between children and adults. For country labels and estimates, see table A1.

Figure 1. Wealth Gaps Between Children, Adults, and Seniors
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5. Another notable aspect of this large child-senior wealth gap in Scandinavian countries is that it is based on 
wealth measures that do not include the substantial public pension wealth of seniors in these countries. One 
would expect these gaps to increase further when based on augmented wealth measures (those including pen-
sion wealth).

across all countries (unweighted by sample 
size), children experience less than two-thirds 
the wealth of seniors. However, third and most 
interestingly, cross-national variation is wide in 
the extent of the wealth gap between children 
and the remainder of the population. In some 
southern and central European countries 
(Greece, Slovenia, Austria, and Slovakia), me-
dian child wealth is equivalent to or within 10 
percent of the median wealth of adults and se-
niors, whereas in Scandinavia (Sweden and 
Norway), the average child has less than 40 per-
cent of the wealth of the average senior. We ob-
serve by far the largest wealth disadvantage of 
children in the United States, where median 
child wealth is just about half the wealth of 
adults and merely about one-eighth that of se-
niors. As table A1 reveals, this exceptional size 
of the wealth gap between the young and the 
old is driven by very low levels of wealth among 
U.S. children, in fact the lowest among all coun-
tries observed here. However, a look beyond the 
United States suggests that large wealth gaps 
between children and the rest of the population 
are not necessarily driven by comparatively low 
levels of child wealth (for instance, the United 
Kingdom, Finland, and Slovenia show similar 
levels of child wealth but vastly different gaps 
between children and adults or seniors).

Stability analyses suggest that these interna-
tional differences—that is, the ranking of coun-
tries according to the size of these gaps—are 
quite stable toward different specifications, 
namely, when wealth is measured at the 
household-level (figure B1) or adjusted for 
household size (figure C1). In particular, the or-
dering of countries with large gaps between 
children and seniors remains unaltered (in as-
cending order, Australia, Luxembourg, the UK, 
Norway, Sweden, and the United States, by far 
the largest). The absolute size of the gap is 
somewhat less pronounced when comparing 
child households with senior households 
(rather than children with seniors) and more 
pronounced when wealth is adjusted for house-
hold size. Both findings partly reflect the fact 

that households with children tend to be larger 
than those without them.

Potential explanations for the exceptional 
wealth position of U.S. children may be the 
high cost of child-raising resulting from an  
underinvestment in the public infrastructures 
that support families, such as parental leave 
policies or public preschool education. This po-
tential institutional explanation is also sup-
ported by a neighboring set of countries in this 
international ranking: Sweden and Norway sus-
tain the highest investments in early childhood 
and preschool education and the most gener-
ous parental leave and family support policies 
(Organization for Economic Co-operation and 
Development 2017, 90; Gornick and Meyers 
2003). The gap between children and adult 
wealth is comparatively small (or nonexistent 
in the case of Norway)—even though the wealth 
gap between children and seniors is among the 
largest.5

Overall, our findings show that the prosper-
ity created over decades of peace and economic 
growth—and, in some countries included here, 
significant economic restructuring after the fall 
of state socialism—has not been fully shared 
with children in the majority of countries in-
cluded here. Save in Greece, Slovenia, Austria, 
and Slovakia, the average child today lags far 
behind the remainder of the population in 
terms of wealth. In the next section, however, 
we also demonstrate that a focus on the “aver-
age child” (median wealth) provides only a par-
tial picture of cross-national variation in 
wealth. As we will see, countries also differ sig-
nificantly in terms of how much the wealth of 
the young, adults, and seniors varies, that is, in 
terms of the level of wealth inequality they face.

We alth Inequalit y of Children
We expected—and in nearly all cases con-
firmed—that children experience lower levels 
of household wealth than anyone else. In con-
trast, theoretical expectations about differ-
ences in the levels of wealth inequality and con-
centration that children face are less clear. 
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Here, we document differences in wealth in-
equality between children, adults, and seniors. 
Figure 2, panel A (see also table A2) depicts 
wealth inequality among children (circles), 
adults (triangles), and seniors (diamonds) us-
ing the Gini coefficient. Despite tremendous 
cross-national variation in levels of overall 
wealth inequality (see also Pfeffer and Waitkus, 
forthcoming), one consistent and strong pat-
tern holds across all countries: children experi-
ence substantively higher levels of wealth in-
equality than seniors. Averaged across all 
countries (not weighted by country size), the 
wealth Gini coefficient for children exceeds that 
of seniors by 0.13 points. Child wealth inequal-
ity, however, differs much less (on average, by 
just 0.02 points) from adult wealth inequality. 
In Norway, the child wealth Gini coefficient is 
a full 0.34 points above that of seniors, making 
Norway the third most unequal country for 
children (Gini coefficient of 0.85) yet among the 

most wealth-egalitarian countries for seniors 
(Gini coefficient of 0.50). Other countries with 
substantially higher wealth inequality among 
children than among seniors include Sweden 
(0.27 point higher Gini coefficient), the UK 
(+0.14), Greece, and the United States (+0.13 for 
both). The United States has the highest level 
of child wealth inequality (0.92), almost twice 
the level of the most egalitarian country in this 
set, Slovakia (0.52).

Figure 2, panel B (see also table A2) reports 
a similar cross-national comparison based on 
a different inequality measure, the concentra-
tion of wealth among the wealthiest 5 percent 
(within each respective age group). First, we ob-
serve that the cross-national ranking of child 
wealth inequality and child wealth concentra-
tion is quite similar, suggesting that the two 
measures capture international differences in 
the wealth structure of child households simi-
larly well. One notable exception is the United 

Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Inequality in wealth is measured using the net worth Gini coefficient. Concentration is measured 
as the net worth share held by the top 5 percent of the wealth distribution. Each measure is calculated 
separately among children (seventeen and younger), adults (eighteen to sixty-four), and seniors (sixty-
five and older). For country labels and estimates, see table A2.

Figure 2. Wealth Inequality and Concentration Among Children, Adults, and Seniors

0

.2

.4

.6

.8

1

W
ea

lth
 In

eq
ua

lit
y 

(G
in

i)

SK LU GR IT FI SI AU UK AT ES DE NO SW US
0

20

40

60

80

W
ea

lth
 C

on
ce

nt
ra

tio
n 

(T
op

 5
 P

er
ce

nt
)

SK GR LU FI IT AU SI UK DE AT NO SW ES US

Children Adults Seniors

(A) (B)



3 6 	 w e a l t h  i n e q u a l i t y  a n d  c h i l d  d e v e l o p m e n t

r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

6. The household-level perspective yields marginally lower levels of wealth inequality and concentration than 
the individual-level perspective. The only exception is Luxembourg, where the estimates of wealth inequality 
and concentration among child households is substantially higher than that among children, implying that 
Luxembourg no longer diverges from the overall pattern found in figure 2). Overall, however, and in contrast to 
the prior assessment of wealth gaps between the young and the old, conclusions about differences in wealth 
inequality and concentration do not meaningfully depend on the analytical level. Substantively, we may conclude 
that cross-national differences in demographic structure, namely, wealth gradients in fertility and household 
structure, cannot account for cross-national differences in the wealth inequality today’s children face, confirm-
ing previous research (Davies, Fortin, and Lemieux 2017; Sierminska and Doorley 2018; Cowell, Karagiannaki, 
and McKnight 2018).

7. Multiyear measures of income (life-time income measures) yield somewhat higher but still far from perfect 
correlations with wealth measures. Although the cross-sectional data we draw on here do not allow us to use 
proxy measures of life-time income, it is doubtful that doing so would meaningfully alter the reported findings 
that are based on aggregate inequality estimates drawn from single income years.

States. Although U.S. children experience the 
highest level of wealth inequality according to 
both the Gini coefficient and the top 5 percent 
share, the latter reveals the truly exceptional 
U.S. level of wealth stratification among chil-
dren: the wealthiest 5 percent of children grow 
up with three quarters of all child wealth. That 
number is 43.6 percent for the country with the 
second highest concentration of child wealth, 
Spain, and just 23.4 percent for the country with 
the lowest, Slovakia. Besides the extremely high 
level of wealth concentration among children, 
the extent to which wealth concentration 
among children exceeds that among seniors is 
also very high in the United States (+15.8 per-
centage points). A similar increase is observed 
in Scandinavian countries (+11.4 percentage 
points in Sweden and +17.2 in Norway).

Results based on alternative specifications 
closely align with those reported here (see fig-
ure B2 for household-level estimates and figure 
C2 for household size adjustments).6 Our main 
conclusions about cross-national differences in 
child wealth inequality and concentration thus 
remain: wealth inequality and concentration 
are higher among children than among se-
niors, in many countries substantively so, and 
by international comparison, children in the 
United States face a particularly extreme level 
of wealth concentration.

Children’s Wealth Inequality Versus 
Children’s Income Inequality
Our results so far demonstrate a comparatively 
large wealth disadvantage of and high wealth 
inequality among children in the United States. 

This comparative position of U.S. children may 
not come as a surprise to those who have stud-
ied the economic well-being of children in the 
United States, for instance, based on compari-
sons of child poverty rates (Rainwater and 
Smeeding 2003; Gornick and Jantti 2010). Yet a 
conclusion that the patterns established here 
line up with or directly follow from prior com-
parative findings based on income would be 
premature. It is, of course, true that income 
and wealth are positively correlated at the 
household level, though perhaps to a lower de-
gree than some assume (Killewald, Pfeffer, and 
Schachner 2017).7 However, research has also 
documented that wealth conceptually and em-
pirically constitutes its own dimension of eco-
nomic well-being and opportunity in the United 
States (Keister and Moller 2000; Spilerman 
2000; Killewald, Pfeffer, and Schachner 2017) as 
well as in other countries (see Pfeffer 2011; 
Haellsten and Pfeffer 2017). Furthermore, prior 
cross-national comparisons of inequality based 
on wealth show that countries’ ranks differ 
widely from those based on income (for a full 
population analysis, which we extend here by 
focusing on children, see Pfeffer and Waitkus, 
forthcoming). In this final section, we assess 
whether our findings on the level of inequality 
that children in different countries face could 
also have been attained by drawing on the 
more widely used indicator of economic well-
being, income, or whether, alternatively, our 
analysis of wealth captures distinct disadvan-
tages of children that would otherwise have 
been missed.

Figure 3 clearly demonstrates that the latter 
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Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Inequality in wealth and income is measured using the Gini coefficient. Concentration is mea-
sured as the net worth (income) share held by the top 5 percent of the wealth (income) distribution. 
The dotted line is the fitted OLS line including the United States, the solid line is the fitted OLS line 
excluding the United States. For country labels and estimates, see table A1.

Figure 3. Child Wealth Inequality Versus Child Income Inequality
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is the case. National levels of inequality in chil-
dren’s wealth are uncorrelated with national 
levels of inequality in children’s income. In 
fact, if one were to read any association into 
figure 3, panel A, one would have to conclude 
that—by excluding the United States as the 
clear outlier in terms of both children’s wealth 
and income inequality—the association be-
tween these two dimensions of child inequality 
is slightly negative. The conclusion is the same 
for a measure of children’s income and wealth 
concentration. Figure 3, panel B again high-
lights the exceptional level of inequality that 
U.S. children face. Once more, different speci-
fications leave these conclusions unaltered (see 
figure B3 for household-level measures and fig-
ure C3 for household-size adjusted measures). 
Overall, the lack of correlation between wealth-
based and income-based indicators of child in-
equality forcefully demonstrates that prior 
work on the relative well-being of children 
based on income indicators does not provide 
suitable guidance for future work that seeks to 
explain the economic reality today’s children 
face as it relates to their wealth position.

Conclusion
Our comparative analysis of the wealth of chil-
dren, adults, and seniors across fourteen coun-
tries yields the following main findings. First, 
in all countries studied, the wealth children ex-
perience is substantially lower than that of se-
niors, as one may expect. Second, in most coun-
tries, child wealth is distributed substantially 
more unequally than the wealth of seniors and, 
though less consistently and less pronounced, 
other adults. Third, an international ranking of 
child wealth inequality diverges sharply from 
one based on child income inequality. Finally, 
among all fourteen countries, the United States 
stands out as having a particularly pronounced 
child wealth disadvantage. In no other country 
do children lag further behind seniors in terms 
of their wealth attainment. In no other country 
do the young face higher levels of wealth in-
equality and concentration. And in no other 
country does that fate combine with exception-
ally high levels of income inequality and con-
centration. Overall, then, these results add ur-
gency to the empirical study of child wealth, 
especially within the United States, providing 

a fitting descriptive background for the studies 
in this issue.

A variety of immediate extensions to this 
work are possible. Our work can be read as a 
call for analytic attention to wealth in addition 
to income in national studies of inequality in 
opportunity. Some analysts may also want to 
pursue a perspective that jointly considers in-
come and wealth in determining the life 
chances of the next generation to provide a 
more holistic picture of the economic condi-
tions of children. Further, we acknowledge that 
the continued improvement of cross-nationally 
harmonized wealth measures is an important 
frontier for research. Future data production 
efforts may, among other things, pursue an im-
provement and harmonization of imputation 
approaches and increase oversampling of the 
wealthy. Finally, the continued expansion of the 
Luxembourg Wealth Study will provide addi-
tional comparative cases that may also help al-
ter our understanding of the international dis-
tribution of child wealth and inequality.

Most of all, we hope that the results pre-
sented here may serve as a foundation for more 
explanatory pursuits that seek to uncover the 
reasons behind the documented, large cross-
national variation in the wealth disadvantage 
and inequality of children. We pointed out that 
such explanations will likely need to go beyond 
classical analytical perspectives focused exclu-
sively on labor market and welfare state institu-
tions and also consider their interplay with 
housing markets and processes of financializa-
tion. Beyond the general task of institutional 
explanations of cross-national differences in 
wealth inequality writ large, explanations of the 
position of children should also pay attention 
to the kinds of institutions that sustain fami-
lies’ ability to accumulate wealth, for instance, 
publicly funded early childhood education or 
generous parental leave policies. Because the 
United States is an international laggard in this 
institutional realm, it is tempting to ascribe the 
exceptional wealth disadvantage of children 
there to these institutional forces. Additional 
relevant evidence comes from the Scandinavian 
countries, Norway and Sweden, which offer 
broad access to early childhood education and 
generous parental leave policies and are 
marked by a much smaller gap between the 
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wealth of children and adults. Yet these coun-
tries are also marked by very large gaps between 
seniors and children and by comparatively high 
levels of wealth inequality among them. As our 
prior comparison of wealth inequality for the 
general population also suggests (Pfeffer and 
Waitkus, forthcoming), Scandinavian egalitari-
anism does not appear to extend to the dimen-
sion of wealth. The more developed welfare 
state of these countries interacts with chil-
dren’s economic position in a complex way. Al-
though it supports broader redistribution and 
insurance of income streams, it may stymie in-
dividual savings while enabling credit taking, 
leading to similarly high levels of child wealth 
inequality as observed in the United States. The 
unique nature of U.S. children’s economic in-
security, however, is that they face very high lev-
els of wealth inequality in a context that offers 
very limited public safety nets. In contrast, the 
most wealth-egalitarian countries for children 
identified in this contribution lie in central and 

southern Europe, with a former state-socialist 
country, Slovakia, showing the least wealth dis-
advantage for the young as they have similar 
wealth levels to those of the old and similar and 
comparatively low levels of wealth inequality 
and concentration.

Before any explanatory search for institu-
tional determinants or even interventions can 
begin, however, research will also need to es-
tablish whether the findings presented here 
merely reflect different life-course stages in 
wealth trajectories (age effects), true genera-
tional gaps in wealth and wealth inequality (co-
hort effects), or whether they are mostly driven 
by the recent impact of the Great Recession (pe-
riod effects). Only if the patterns established 
here arose chiefly from the first (age effects) 
would maintaining optimism about the future 
well-being of today’s children in the United 
States be possible. The diagnosis of their cur-
rent condition, however, should be alarming to 
all.
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Table A2. Wealth Inequality Within Groups

 Country Label

Wealth Income

Children Adults Seniors Children Adults Seniors

Gini coefficient
Australia AU 0.65 0.63 0.53 0.38 0.39 0.43
Austria AT 0.70 0.71 0.65 0.29 0.32 0.32
Finland FI 0.64 0.66 0.53 0.29 0.34 0.35
Germany DE 0.75 0.73 0.64 0.30 0.34 0.35
Greece GR 0.62 0.60 0.49 0.33 0.35 0.33
Italy IT 0.62 0.59 0.54 0.35 0.35 0.34
Luxembourg LU 0.61 0.63 0.56 0.38 0.41 0.41
Norway NO 0.85 0.81 0.50 0.28 0.34 0.34
Slovenia SI 0.64 0.62 0.52 0.35 0.37 0.43
Slovakia SK 0.52 0.47 0.47 0.33 0.33 0.42
Sweden SW 0.91 0.86 0.64 0.27 0.32 0.31
Spain ES 0.70 0.67 0.62 0.38 0.39 0.39
United Kingdom UK 0.68 0.64 0.54 0.43 0.40 0.41
United States US 0.92 0.89 0.79 0.55 0.54 0.56

Top 5 percent share
Australia AU 36.3 33.5 30.8 20.4 18.9 23.7
Austria AT 41.3 45.9 35.6 14.1 15.3 15.6
Finland FI 32.5 31.8 26.7 14.2 15.1 17.8
Germany DE 40.5 39.7 32.5 14.6 15.9 16.1
Greece GR 29.4 29.2 25.4 14.0 15.3 14.9
Italy IT 32.8 29.7 26.3 15.2 14.8 15.7
Luxembourg LU 29.8 37.1 33.7 17.5 20.0 18.5
Norway NO 43.0 40.0 25.8 14.0 15.0 16.2
Slovenia SI 37.8 38.9 29.5 16.1 16.3 18.6
Slovakia SK 23.4 21.3 24.6 16.3 16.3 17.0
Sweden SW 43.1 44.1 31.7 13.5 14.5 15.2
Spain ES 43.6 39.6 37.7 17.1 18.0 19.0
United Kingdom UK 39.2 34.6 28.6 22.6 20.2 20.3
United States US 75.5 70.1 59.7 33.5 32.7 36.7

Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
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Appendix B.  Household -
Level Analyses 
As a reminder, differences between the house-
hold- and individual-level results arise exclu-
sively from demographic factors, namely 

wealth differences by fertility (such as families 
with more children holding less wealth) and 
household structure (such as senior singles 
holding less wealth than senior married indi-
viduals).

Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Darker bars display the median net worth ratio between children and seniors (individual level), 
lighter bars the ratio between child households and senior households (household level). For country 
labels and estimates, see table A1.

Figure B1. Wealth Gaps: Individual Versus Household Level
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Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Inequality in wealth is measured using the net worth Gini coefficient. Concentration is measured 
as the net worth share held by the top 5 percent of the wealth distribution. Each measure is calculated 
separately among children (individual level) and among child households (household level). For country 
labels, see table A1.

Figure B2. Wealth Inequality: Individual Versus Household Level
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Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Inequality in wealth and income is measured using the Gini coefficient. Concentration is mea-
sured as the net worth (income) share held by the top 5 percent of the wealth (income) distribution. 
The dotted line is the fitted OLS line including the United States, the solid line is the fitted OLS line 
excluding the United States. For country labels and estimates, see table A1. 

Figure B3. Child Wealth Versus Child Income: Household Level
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Appendix C.  Household -
Size Adjustments 
The main results reported in the article do not 
include adjustments for household size. Esti-
mates reported here adjust household wealth, 
dividing it by the square root of household size.

Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Darker bars display median wealth ratios based on net worth without adjustments for household 
size, lighter bars median wealth ratios based on net worth adjusted by household size, 1/√n. For coun-
try labels and estimates, see table A1. 

Figure C1. Wealth Gaps: Without and with Household Size Adjustments
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Source: Authors’ tabulations based on the Luxembourg Wealth Study (LWS 2020).
Note: Inequality in wealth is measured using the net worth Gini coefficient. Concen-
tration is measured as the net worth share held by the top 5 percent of the wealth 
distribution. Each measure is calculated separately among children, adults, and se-
niors and estimated without adjustment for household size (circles) and with adjust-
ment for household size, 1/√n (squares). For country labels, see table A1.

Figure C2. Wealth Inequality: Without and with Household Size Adjustment
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ing, and borrowing by Americans for their chil-
dren changed over the past couple of decades, 
and, second, whether those changes varied by 
wealth and race-ethnicity. Although research-
ers have studied expenditures for children (Bi-
anchi et al. 2004; Kornrich and Furstenberg 
2013; Schneider, Hastings, and LaBriola 2018), 
we call for a more comprehensive analysis of 
the economy of parenting. We argue that over 
the past decades, families with children have 
adopted financially intensive parenting prac-
tices: they have become increasingly engaged 

Investment, Saving, and 
Borrowing for Children:  
Trends by Wealth, Race, and 
Ethnicity, 1998–2016
Nina Ba ndelj  a nd A ngelina Grigoryeva

This article examines the link between wealth inequality and families’ financial investment, saving, and 
borrowing for the sake of children. Using the 1998–2016 Survey of Consumer Finances data, we show that 
American families have increasingly engaged in financially more intensive parenting but that there are sub-
stantial differences by wealth and race-ethnicity. Over time, White families above median wealth accumu-
late more financial assets and education savings as well as less education debt for children. In contrast, 
Black and Hispanic families across the wealth distribution have low financial assets and education savings 
for children. In addition, for Black families across the wealth distribution education debt has grown to sub-
stantial amounts. These findings suggest that the contemporary norm of intensive parenting has unequal 
financial manifestations, which have likely contributed to the widening of wealth and racial inequalities, 
especially between White and Black child households.

Keywords: children, parenting, wealth, race-ethnicity, investment, debt, education

Wealth inequality increased dramatically over 
the past decades in the United States (Pfeffer 
and Schoeni 2016) and increased the most  
for families with children relative to any other  
type of household (Gibson-Davis and Percheski 
2018). To contribute to the understanding of 
these trends, we focus in this article on fami-
lies’ financial behavior, specifically their mon-
etary investment, saving, and borrowing for the 
sake of children, which potentially lessen or 
augment intergenerational wealth differences. 
We ask, first, whether financial investment, sav-
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1. Throughout the article, by Black we refer to those identifying in the Survey of Consumer Finances as non-
Hispanic Black. Our data do not allow us to distinguish other racial-ethnic groups than White, non-Hispanic 
Black, and Hispanic. We define child households as those with children age twenty-four or younger.

2. Although the term assets is often used as synonymous with wealth, we use it in a narrower definition that 
refers to financial assets for children as the data from SCF allow us to distinguish. Financial assets for children 
include checking accounts, certificates of deposit, and savings and money market accounts under children’s 
names or co-owned with children.

in financial investment, saving, and borrowing 
for children. However, the types of these finan-
cial behaviors (be it monetary investment, sav-
ing, or borrowing), and amounts linked to 
them, have varied substantially across the 
wealth distribution and by race-ethnicity. In-
deed, financially intensive parenting happens 
in a context of high racial wealth gaps in the 
United States (see Gibson-Davis and Hill 2021, 
this issue). Based on nationally representative, 
cross-sectional data from the Survey of Con-
sumer Finances (SCF), White child households’ 
median net worth (assets minus debts) was 
$95,610 in 2016, which was 2 percent lower than 
in 1998. Black child households’ median net 
worth was only $510 in 2016 and has decreased 
from 1998 by 90 percent.1 Median net worth for 
Hispanic child households was $5,600 in 2016 
and has increased by 75 percent since 1998.

To answer the first question, analyzing SCF 
data, we find evidence of growing financial en-
gagement of parents, as exemplified in the in-
creasingly higher accumulation of financial as-
sets2 under children’s names or co-owned with 
children, education savings for children, and 
education debt taken on for children, in the pe-
riod between 1998 and 2016. As concerns the 
second question, we find that White families 
above median wealth have been investing sig-
nificantly more financial assets and accumulat-
ing higher tax-advantaged education savings 
for their children over time. In contrast, Black 
and Hispanic families across the wealth distri-
bution have low financial assets and education 
savings for children. In addition, among Black 
families across the wealth distribution, educa-
tion debt has grown substantially.

We alth Inequalit y Trends
As inequality in the United States increased on 
multiple dimensions over the past decades, in-
equality in wealth, an important outcome of 
social stratification (Killewald, Pfeffer, and 

Schachner 2017), rose most starkly (Gibson-
Davis and Hill 2021, this issue). Since the 1960s, 
net worth of the top 1 percent of the wealth dis-
tribution increased sevenfold, and those at the 
top 90th percentile saw their wealth increase 
fivefold. In contrast, families at the bottom 10th 
percentile went from having no wealth to nega-
tive net worth, meaning that they had more 
debts than assets (Urban Institute 2017). The 
Gini coefficient for the wealth distribution in-
creased from 0.79 to 0.85 since the late 1980s 
(Pfeffer and Schoeni 2016).

Wealth inequality did not grow equally 
across various sociodemographic groupings, 
however, and two patterns are particularly  
relevant for the purposes of our study. First, 
wealth inequality increased more for families 
with children than any other type of house-
hold (Gibson-Davis and Hill 2021, this issue; 
Gibson-Davis and Percheski 2018). Families 
with children witnessed large increases in net 
worth in the top 10 percent and the rise of the 
parental top 1 percent, accompanied by declin-
ing levels of median wealth, suggesting that 
those at the bottom were losing ground. Sec-
ond, racial-ethnic gaps in wealth are vast and 
growing, particularly since the Great Recession 
(Killewald, Pfeffer, and Schachner 2017). The 
median wealth of White households is ten 
times greater than that of Black households 
and eight times that of Hispanic households. 
Notably, racial-ethnic disparities in wealth in-
crease almost exponentially along the wealth 
distribution (Maroto 2016; Percheski and 
Gibson-Davis 2020). Moreover, the wealth of 
Black and Hispanic households dropped pre-
cipitously after the Great Recession in 2007 
(McKernan et al. 2014), and Black households 
in particular have witnessed continued declines 
since then (Percheski and Gibson-Davis 2020). 
Indeed, Black-White household wealth gaps 
were smaller in 2004 than in 2016 (Wolff 2018). 
These existing and historical racial inequalities 
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need to be considered when analyzing saving, 
investing, and borrowing for the sake of chil-
dren.

Financializ ation and Incre asing 
Indebtedness of Households
Because the focus of this article is on financial 
behavior of families, it is important to place it 
in the context of broader trends of financializa-
tion of the U.S. economy (Krippner 2011; Davis 
and Kim 2015). Although the early literature on 
financialization has mostly focused on activi-
ties of firms (Krippner 2005; Epstein 2005), 
more recent work pays attention to the finan-
cialization of everyday life (Martin 2002; 
Pellandini-Simányi, Hammar, and Vargha 2015), 
as well as the consequence of financialization 
for inequality (Lin and Neely 2020). Scholars ar-
gue that availability of financial instruments 
has increased financial product consumption 
and leveraged investment (Davis 2009). Indi-
viduals have more aggressively pursued finan-
cial strategies, which make up today’s “finance 
culture” (Langley 2007; Fligstein and Goldstein 
2015) and have become more tolerant of risk-
taking and debt-reliance (Lea, Webley, and 
Levine 1993). Indeed, financialization has made 
various forms of credit more readily available 
to broad swaths of the population, resulting in 
rising levels of household indebtedness in the 
United States since the 1970s (Dwyer 2018).

Many researchers attribute the significant 
growth in how much debt American house-
holds owe to stagnant wages and declining pur-
chasing power of the middle class, also known 
as “the middle class squeeze” (Wolff 2010; 
Leicht 2012; Porter 2012; Warren and Tyagi 
2016). Scholars argue that the processes of dein-
dustrialization and proliferation of liberal mar-
ket economic policies heightened labor-market 
insecurity and economic instability while weak-
ening the state welfare protections (Rajan 2010; 
Carruthers and Kim 2011; Leicht and Fitzgerald 
2014). This led to the rising economic pressures 
and fluctuations in household income that ne-
cessitate borrowing on credit for the groups 
whose wages have either been stagnant or in 
decline (Leicht and Fitzgerald 2007, 2014; Wolff 
2010, 2012; Collins 2009; Montgomerie 2006, 
2009; Bucks 2012; Porter 2012; Sullivan and 
Kaufman 2012; Warren and Thorne 2012). In-

debtedness rises when households experience 
a shock, such as job loss, illness, or death 
(Pressman and Scott 2009) because credit has 
assumed a function of a social safety net 
(Prasad 2012). Indeed, Joseph Cohen (2017) 
finds that the U.S. social welfare system pro-
vides little support for the working-age popula-
tion and children. Hence middle-class families 
are taking on increasing debt to manage the 
rising costs of key basic necessities, such as ed-
ucation, childcare, or housing.

Other researchers examining indebtedness 
of households point to its cultural dimensions, 
namely, the changing understandings of the le-
gitimacy of debt and financial engagement, as 
well as how maintaining or upgrading one’s 
lifestyle through consumption has resulted in 
households’ taking on more debt. Such status-
driven accounts of indebtedness rely on classi-
cal sociological insights that social groups are 
differentiated through lifestyles marked by var-
ious consumption patterns (Weber 1946), and 
that people signal their wish to emulate groups 
with a higher social status through conspicu-
ous consumption and the ostentatious display 
of wealth (Veblen 1994; but see Bagwell and 
Bernheim 1996; Ritzer 2001; Trigg 2001). Schol-
ars document that people will often overlever-
age before reducing their consumption (Ritzer 
1995; Frank 1999; Trigg 2001; Fligstein and Gold-
stein 2015), and that rising income inequality 
amplifies the increase in household debt via 
conspicuous consumption (Ritzer 1995; Schor 
1999, 2007; Barba and Pivetti 2009; Wisman 
2013). In line with this, Kerwin Charles, Erik 
Hurst, and Nikolai Roussanov (2009) find that 
Blacks and Hispanics use a greater share of 
their income on visible goods than Whites to 
signal their household’s economic position. Ex-
amining the cultural dimensions of debt, schol-
ars note that Americans have become “over-
spent” (Schor 1999), or caught “the luxury fever” 
(Frank 1999), influenced by media images of the 
super-rich lifestyle and misconceptions that the 
wealthy are their appropriate reference category 
(Ritzer 1995; Wisman 2013). Status consump-
tion is related to household indebtedness be-
cause, in many cases, the only way consumers 
can furnish the increases in (conspicuous) con-
sumption is by use of credit (Manning 2000).

Financialization of the economy has been 
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an unequal process (Lin and Neely 2020). That 
is, although access to financial products and 
services has generally widened, families of 
color relative to White families face differential 
access to financial markets, including banking 
and the credit market, often because of the 
state exclusionary policies and financial com-
panies’ discriminatory practices rooted in the 
long history of racial inequality in the United 
States (Seamster and Charron-Chenier 2017; 
Baradaran 2019). Further, as financial markets 
have become more complex, racial-ethnic in-
equalities in terms, conditions, and types of fi-
nancial products and services have widened 
(Dwyer 2018; Rona-Tas and Guseva 2018). For 
instance, evidence from audit studies and ob-
servational research shows that Blacks and His-
panics not only experience higher rejection 
rates, but also receive less favorable terms when 
securing mortgages than Whites with similar 
sociodemographic characteristics and similar 
credit history (for a review, see Pager and Shep-
herd 2008). Moreover, research shows that 
monetary sanctions imposed on people con-
victed of crimes in the United States and con-
sequent legal debt create a disproportionate 
burden for racial minorities (Harris, Evans, and 
Beckett 2010), which would contribute to racial 
wealth gap. In addition, parents who are more 
likely to have contact with the criminal justice 
system and a history of incarceration, and who 
are disproportionately Black, are also more 
likely to accumulate child support debt 
(Turetsky and Waller 2020).

The Rise of Intensive Parenting
Our aim is to connect macroeconomic changes 
in financialization and indebtedness to the 
world of families and parenting. Scholars and 
practitioners alike have debated ways of con-
temporary parenting, proposing that a cultural 
shift has been under way toward intensive par-
enting, or a more child-centered and time-
intensive approach to raising children. Initially, 
research suggested that it is mostly mothers of 
middle- and upper-middle-class background 
who practice intensive parenting (Hays 1996; 
Bianchi, Robinson, and Milkie 2006; Nelson 
2010; Ramey and Ramey 2010; Elliott, Powell, 
and Brenton 2015). Subsequently, studies docu-
mented that mothers and fathers alike have 

been spending increasingly more time with 
children (Sayer, Bianchi, and Robinson 2004). 
They also point out, however, that the absolute 
amount of time and how it is spent vary be-
tween more- and less-educated parents (En-
gland and Srivastava 2013; Kalil, Ryan, and Co-
rey 2012; Sayer, Bianchi, and Robinson 2004). 
This is related to Annette Lareau’s (2003) influ-
ential study, which distinguishes between 
styles of parenting across social class, with mid-
dle- and upper-class parents practicing con-
certed cultivation (or organization of children’s 
time and activities to help them become adept 
at institutional life) and lower-class parents 
practicing natural growth (or letting children 
structure their own time) (but see Calarco 2014; 
Weininger, Lareau, and Conley 2015).

Still, other research has countered the claim 
that intensive parenting is a sign of cultural 
capital among well-to-do parents, finding that 
parents of lower classes also exhibit such be-
havior (Chin and Phillips 2004; Waller 2010; 
Edin and Nelson 2013). To adjudicate between 
these perspectives, Patrick Ishizuka (2019) de-
signed a survey experiment to gauge contem-
porary parenting standards using a nationally 
representative sample of parents that features 
variation across class groups. Ishizuka pre-
sented respondents with various vignette sce-
narios that reflected the more or less intensive 
parenting norm, such as a preference for struc-
turing a child’s time and enrolling a child in 
extracurricular activities over a perception that 
parents should let their child entertain them-
selves when bored. He concluded that “parents 
of different social classes express remarkably 
similar support for intensive mothering and fa-
thering across a range of situations, whether 
sons or daughters are involved” (2019, 31). Even 
if not examining actual parenting practices, 
Ishizuka’s study clearly points to the prevalence 
of the intensive parenting norm across socio-
economic groups.

Researchers have also asked how race and 
ethnicity may impact parenting. Although Lar-
eau (2003) compares Black and White families, 
she does not identify significant differences be-
tween them in their parenting approach, with 
class differences prevailing. Recent studies of 
Black mothers also point to their intensive par-
enting (Dow 2019; Moore 2011; Turner 2020). 



5 4 	 w e a l t h  i n e q u a l i t y  a n d  c h i l d  d e v e l o p m e n t

r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

Beyond the Black and White comparison, re-
searchers find that immigrant parents of His-
panic and Latinx background tend to have 
higher educational expectations for their chil-
dren than native-born parents (Kao and Tienda 
1994; Goyette and Xie 1999; Glick and White 
2004; Feliciano and Lanuza 2016), which would 
suggest their focus on investing in children’s 
education.

Financially Intensive Parenting
This article advances research on intensive par-
enting by developing a perspective in the econ-
omy of parenting and turning the focus to fi-
nancial behaviors and consequences of the 
intensive parenting norm, or what we call fi-
nancially intensive parenting. Studies find that 
richer families spend increasingly more money 
on children (Kornrich and Furstenberg 2013; 
Schneider, Hastings, and LaBriola 2018). These 
studies suggest that well-to-do families are pro-
pelled by a motivation to maintain economic 
privilege and hoard economic and other status 
advantages in light of high economic inequality 
(Doepke and Zilibotti 2019; Schneider, Hast-
ings, and LaBriola 2018).

We look beyond spending for children to 
consider a variety of financial behaviors that 
parents engage in for the sake of their children, 
including financial investment, savings, and 
borrowing on credit. Here we apply the social 
meaning of money and relational work in econ-
omy perspectives (Zelizer 1994; Bandelj, Wherry, 
and Zelizer 2017; Bandelj 2020), which assert 
that money is imbued with meaning and de-
ployed differently in different social relation-
ships. More specifically, people earmark 
money, or “assign different meanings and des-
ignate separate uses for particular kinds of 
monies” (Zelizer 1989, 343) and engage in “af-
firmation of social relations through economic 
activity” (Bandelj 2020, 11). Thus, we can expect 
the growing norm of intensive parenting to re-
sult in an increasing use of various monies ear-
marked for children to affirm the special rela-
tionship between parents and their children.

Indeed, over recent decades, the repertoire 
of financial instruments that parents can use 
for the sake of their children has widened. 
These instruments include various financial 
products, such as stocks, bonds, mutual funds, 

and money market accounts, that parents set 
up under their children’s names. In addition, 
parents can take advantage of special financial 
instruments related to children’s education, in-
cluding 529 Savings Plans. These plans resulted 
from the creation of the Internal Revenue Code 
Section 529 in 1996 in response to some states’ 
efforts to help parents meet the demands of 
rising college tuition (Holden 2002; Ma 2005). 
The plans allow parents to allocate pretax 
money earmarked for children’s education into 
financial instruments, usually mutual funds, 
managed by financial firms hired by state gov-
ernments. Reports show that the assets put 
aside in 529 plans grew to a record $329 billion 
as of year-end 2018, with the number of ac-
counts rising to more than 13.8 million (College 
Savings 2020).

Moreover, credit-related instruments that 
parents can use to support children, primarily 
investment in children’s education, are avail-
able. These include Parent Loans for Under-
graduate Students (PLUS loans), offered by the 
federal government through the Federal Stu-
dent Aid Office, which have become increas-
ingly popular since the 1990s (Grigoryeva 2015; 
National Center for Education Statistics 2016). 
Zach Friedman (2019) reports that in 2019 the 
balances in Parent PLUS loans reached almost 
$89 billion. Parents can also take on loans from 
private lenders to support enrollment of their 
children in college.

Given the wide range of financial instru-
ments available to parents, our goal is to inves-
tigate whether over time parents have increas-
ingly engaged in financial behaviors that reflect 
their prioritization of children and investment 
in their education, and how these trends may 
vary by wealth and race-ethnicity. We therefore 
test three hypotheses. The first is that finan-
cially intensive parenting has grown in the past 
two decades, as exemplified in the increasingly 
higher share of financial assets under chil-
dren’s names or co-owned with children in 
light of all household assets, absolute amount 
of financial assets under children’s names or 
co-owned with children, education savings for 
children, and education debt taken on for chil-
dren. The second hypothesis is that financially 
intensive parenting behaviors will vary by 
wealth position. Specifically, given structural 
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3. Although the data for debt goes back to 1989, we present analysis for the period of 1998 to 2016 for all out-
comes in the interest of consistency. Our conclusions remain the same when we extend analysis for debt to 1989.

4. If education savings accounts are reported as co-owned with children, then they are also included in the 
measure of financial assets co-owned with children. Notably, among families with children with some (nonzero) 
education savings, the vast majority (68 percent) do not co-own education savings accounts with children.

constraints in wealth (Pfeffer and Schoeni 2016; 
Maroto 2016; Killewald, Pfeffer, and Schachner 
2017), we expect parental financial behaviors 
that include investment and saving activity for 
children to be more pronounced among above-
median-wealth households and parental finan-
cial behaviors that rely on borrowing on credit 
to be more pronounced among below-median-
wealth households. The third hypothesis is that 
financially intensive parenting will differ across 
racial-ethnic groups, with Black and Hispanic 
families accumulating significantly fewer fi-
nancial assets and savings for children than 
White families.

Data and Methods
To document trends over time and across racial-
ethnic groups in how families of different 
wealth status engage in financial investment, 
savings, and debt for the sake of children, we 
use data from the nationally representative, 
cross-sectional triannual Survey of Consumer 
Finances and focus on the survey waves from 
1998 to 2016.3 The SCF is among the best sources 
of data on a wide range of household financial 
activities (Keister 2014, 350), including saving, 
investing, and borrowing financial activities as-
sociated with investment in children. Also, the 
SCF collects detailed sociodemographic data, 
thus making it possible to disaggregate trends 
in financial activities for the sake of children by 
wealth and race-ethnicity.

All analyses focus on families with at least 
one child (coresident or non-coresident), 
twenty-four years old or younger. This age 
threshold is chosen because, as part of our 
analyses, we examine parental borrowing for 
children’s education, which is mostly ear-
marked for college. For the other outcomes we 
examine, our results are robust to eighteen as 
the children’s age threshold. For education 
debt, because the SCF does not collect informa-
tion about for whose education the debt is ac-
crued, we analyze only families with children 
where the household head is older than forty 

(following other studies using SCF data, such 
as Akers and Chingos 2014) to exclude from the 
analysis families where parents are most likely 
paying off their own student loan debt rather 
than borrowing for children’s education. In all 
the analyses, we focus on three racial-ethnic 
groups: Whites, Blacks, and Hispanics. We  
do not analyze trends for other racial-ethnic 
groups (such as Asians or Native Americans) 
because these are not distinguished in the SCF 
data.

Our analysis focuses on a range of financial 
activities for children that cover investments, 
saving, and borrowing. First, we examine finan-
cial assets under children’s name or co-owned 
by children—including checking accounts, cer-
tificates of deposit, and savings and money 
market accounts—and both the absolute 
amount and as a share out of total household 
assets. Our second variable of interest is the 
amount of savings in state-sponsored educa-
tion savings plans such as a 529 plan, which is 
available in the SCF since the 2001 wave.4 An 
important advantage of these two measures is 
that they capture long-term savings earmarked 
for children, which have consequences for chil-
dren’s attainment and well-being. Also, both 
measures can be conceptualized as saving and 
investing simultaneously.

Next, in addition to saving and investing, we 
examine borrowing related to children. Our 
main focus is on debt accrued in education 
loans as a type of debt earmarked specifically 
for long-term investment into children. Addi-
tionally, we also consider, in supplementary 
analyses, mortgage debt and credit card debt. 
The SCF data do not let us distinguish to what 
extent mortgage and credit card debt are driven 
by investment into children as compared to 
other motives. However, research shows that 
schools are an important consideration in res-
idential choices, and parents are willing to pay 
a premium for neighborhoods with better 
schools (Owens 2016). Evidence also shows that 
good school neighborhoods have been increas-
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5. Following research by Christina Gibson-Davis and Christine Percheski (2018), we exclude the value of vehicles 
because their resale value is far less than the consumption value. Our results remain the same when the value 
of vehicles is included toward a household’s net worth.

6. For the individual-level sociodemographic attributes, we use the characteristics of the respondent reporting 
for the household. Because characteristics of all family members are reported by the respondent, we use these 
characteristics to minimize reporting errors. Our results remain substantively the same when we use average 
values between the respondent and the spouse (such as average educational attainment) or highest values of 
one of the spouses (such as, highest level of education). Data on children’s attributes in the SCF are collected 
only for coresident children. Because non-coresident children (in college, for example) and information on their 
characteristics is missing in the SCF, we do not include any characteristics of the children in the models pre-
sented. Our results remain the same when we control for coresident children’s attributes (such as age of the 
youngest coresident child).

7. Our results remain the same when the wealth measures do not exclude the values of wealth components used 
as our outcomes.

ingly more expensive (Killewald, Pfeffer, and 
Schachner 2017; Johnson 2006; Shapiro 2004, 
2017), which, for most families, would neces-
sitate taking on more mortgage debt to afford 
to reside in such neighborhoods (Frank 2007; 
Warren and Tyagi 2016). Similarly, although 
credit card debt is not earmarked directly for 
children, parents may use this type of loan to 
fund expenditures on children, a practice 
shown to be on the rise (Kornrich and Fursten-
berg 2013; Schneider, Hastings, and LaBriola 
2018). For all debt categories, we focus on abso-
lute amounts. All dollar values are in 2016 U.S. 
dollars.

Our analysis also incorporates a range of de-
mographic attributes. Our main variable of in-
terest is household wealth, measured as all as-
sets minus all debts (Killewald, Pfeffer, and 
Schachner 2017).5 To examine trends by wealth, 
we divide the wealth distribution into two cat-
egories: above and below the median wealth (or 
top and bottom halves of the wealth distribu-
tion), where the median wealth splits are com-
puted for the full sample. This categorization 
scheme is admittedly crude but ensures that 
the (unweighted) number of racial-ethnic mi-
norities within each wealth category is large 
enough for making meaningful statistical infer-
ence. Descriptive statistics show that in 2016 
only 19 percent of non-Hispanic Blacks and 23 
percent of Hispanic families with children fall 
above median wealth for these racial-ethnic 
groups, and that this number is 54 percent of 
non-Hispanic White child households. There-
fore, in some of our analyses for Whites, we dis-
tinguished also the top 20 and top 5 percent of 

the wealth distribution. Other demographic 
variables include household income, education 
(measured by four dichotomous variables for 
high school degree, some college, college de-
gree, or advanced degree, with less than high 
school being the reference category), number 
of children under twenty-five in the family, fam-
ily structure (two-parent households being the 
reference category and two dichotomous indi-
cators for single-parent family and all other 
families, where the latter includes, among oth-
ers, multiple-generation households); age of 
the household head and its square term divided 
by 100, and gender of the respondent (a dichot-
omous variable with 1 = male).6 Table A1 pres-
ents all variable definitions and descriptive sta-
tistics. Tables A2 through A5 present full 
regression results.

Our analysis proceeds in two steps. First, we 
present descriptive trends in financial activities 
disaggregated by wealth separately for each of 
the racial-ethnic groups in our analysis on the 
pooled SCF data across all survey years. Second, 
we examine the trends by wealth and race 
within the multivariate framework. For each 
group, we again pool the SCF data across all 
survey years and predict the outcome variables 
with an interaction term between household 
position in the wealth distribution and survey 
year, the main effects of these variables, and 
sociodemographic controls. In all of these anal-
yses, we exclude the value of wealth compo-
nents we use as outcomes from the estimates 
of absolute net worth and the median wealth 
splits.7 Additionally, in all of our analyses, we 
follow previous research and apply weights to 
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account for the oversampling of wealthy house-
holds in SCF.

Findings about Financial 
Activities for Children
We first document sizable differences in net 
worth for White, Black, and Hispanic child 
households as well as trends over time. Based 
on the nationally representative SCF data, as 
exhibited in tables 1 and 2, the White child 
households’ median net worth was at $95,610 
in 2016, which was 2 percent lower than in 1998. 
In contrast, this figure was $510 for Black child 
households in 2016 and reflected a substantial 
decrease of 90 percent in Black child household 
median wealth since 1998. To compare, the me-
dian wealth for Hispanic child households was 
$5,600 in 2016, an increase of 75 percent since 
1998. Moreover, the share of White families 
with children above median wealth (calculated 
on the basis of data for all families) increased 

from 52 percent in 1998 to 54 percent in 2016. 
In this period, the share of Black and Hispanic 
families above median wealth (calculated on 
the basis of data for all families) has hovered at 
around 19 percent and 23 percent respectively.

Descriptive Trends
Our examination of descriptive trends in mon-
ies earmarked for financial investment, saving, 
and borrowing for children shows that these 
have generally increased in the period we ex-
amine, from 1998 to 2016. The increasing trends 
are evident across wealth distribution and 
across racial groups, pointing to a prevalence 
of a common cultural norm of investment in 
children. However, in many ways, these finan-
cial trends also differ across wealth and across 
race-ethnicity, reflecting structural resource in-
equalities that dictate the absolute amounts of 
investment that can be made and amounts of 
debt that is accrued.

Table 1. Net Worth ($) for Child Households, SCF 

Whites Blacks Hispanics

1998 97,233 5,238 3,216
2001 122,614 9,078 2,574
2004 116,686 8,267 5,087
2007 132,014 2,259 10,422
2010 67,989 1,492 2,841
2013 84,087 0 1,660
2016 95,610 510 5,600
Percent change,  

1998 to 2016
–2 –90 75

Source: Authors’ calculations based on the Survey of Consumer Finances (Fed-
eral Reserve 2020).
Note: All dollar values are in 2016 U.S. dollars.

Table 2. Percent of Households Above Median Wealth for Child Households, SCF

Whites Blacks Hispanics

1998 52 19 24
2001 54 17 17
2004 53 22 22
2007 52 22 25
2010 50 20 25
2013 53 17 20
2016 54 19 23

Source: Authors’ calculations based on the Survey of Consumer Finances (Fed-
eral Reserve 2020).



5 8 	 w e a l t h  i n e q u a l i t y  a n d  c h i l d  d e v e l o p m e n t

r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

In regard to financial assets under children’s 
names (checking accounts, certificates of de-
posit, and savings and money market ac-
counts), all child families in our sample, across 
wealth position, have allocated a progressively 
larger share of their assets toward children over 
time (figure 1). They have also allocated increas-
ingly more monies in absolute terms (figure 2). 
However, the disparities in the actual amount 
of these assets are dramatic across wealth of 
families. Although below-median-wealth child 
households have increased from about $78 (in 
1998) to about $242 (in 2016), the increases for 
above-median-wealth families have been orders 
of magnitude larger, starting at $238 (in 1998) 
and increasing to $5,520 (in 2016). Moreover, 
racial-ethnic differences in the amount of fi-
nancial assets under children’s names are 
stark, especially for above-median-wealth fam-
ilies. Here, White families above median wealth 
have increased financial assets for children 

from $361 (in 1998) to $6,528 (in 2016). (As figure 
A1 shows, the size of these assets is even further 
pronounced for the top 5 percent in terms of 
wealth for White child households, which hold 
on average around $30,000 under children’s 
names in 2016.) In contrast, the amount of fi-
nancial assets under children’s names for Black 
and Hispanic child households above median 
wealth stand at $784 and $1,622 respectively in 
2016 (figure 2, panels C and D), rising from al-
most no such assets in 1998.

Education savings accounts (mostly 529 col-
lege savings plans) became available in the data 
set after 2000. As documented in figure 3, these 
savings plans quickly took off as a feature of 
investment in children but only for above-
median-wealth child households, and specifi-
cally for above-median White child households. 
For instance, White families above median 
wealth have an average of around $10,000 in 
education savings accounts for children in 

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Means per year for families with children in the top 50 percent and bottom 50 percent on wealth 
distribution, with confidence intervals (shades). Among all families and within ethno-racial groups, in-
creases over time are statistically significant for families above and beyond median wealth and show 
no statistically significant differences between the two. Differences between Blacks and Whites are 
not statistically significant. Differences between Hispanics and Whites are statistically significant.

Figure 1. Financial Assets Under Children’s Names, as Share of All Assets
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2016, relative to those below median wealth, 
where these savings have stagnated since 2001 
around $40 (figure 3, panel B). (As figure A1 
shows, these savings are quite large among the 
top 5 percent of White families, which typically 
have around $55,000 in those accounts). Among 
Hispanics, increases over time are statistically 
significant, showing no differences between 
families above and below median wealth. 
Among Blacks, amounts in 529 Savings Plans 
are quite negligible, and differences across the 
wealth distribution and over time for Black 
families are not statistically significant.

Regarding education debt (figure 4), we find 
that it has significantly increased for above-
median- as well as below-median-wealth child 
households but has increased more substan-
tially for below-median-wealth families. More-
over, education debt has increased substan-
tially for Black child households, with values 
running at around $14,000 per household in 

2016, for both above-median- and below-
median-wealth families. For comparison, aver-
age education debt for White above-median 
child households is considerably lower, around 
$5,800 in 2016, which is consistent with the fact 
that education savings (figure 3) for this group 
have been increasing over time. Among Blacks 
and Hispanics, increases over time are statisti-
cally significant, and show no significant dif-
ferences between those above and below me-
dian wealth. Differences between Blacks and 
Whites in education debt are not statistically 
significant but Hispanics have significantly less 
education debt than Whites.

Regression Results
Next we examine trends in financial invest-
ment, saving, and borrowing for children in a 
multivariate framework. Regression results are 
consistent with our descriptive findings, show-
ing that financially intensive parenting has be-

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Means per year for families with children in the top 50 percent and bottom 50 percent on wealth 
distribution, with confidence intervals (shades). All dollar values are in 2016 U.S. dollars. Among all 
families and within ethno-racial groups, increases over time are statistically significant for families 
above and beyond median wealth, and are greater for families above median wealth (except among 
Hispanics). Differences between Blacks and Whites are statistically significant. Differences between 
Hispanics and Whites are statistically significant.

Figure 2. Financial Assets Under Children’s Names ($)
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8. Two differences between our descriptive and regression findings relate to Hispanics, which may be due to the 
loss of statistical power. For the amount of financial assets under children’s names, the descriptive results indi-
cate increases among all Hispanic families, and multivariate results indicate increases only for above-median-
wealth Hispanic families. For education savings, the descriptive results indicate increases across all Hispanic 
families, but the coefficient is not significant in the multivariate framework, indicating no increases.

come more pronounced over the past two de-
cades.8 Specifically, for financial assets under 
children’s names as share of all family’s assets 
the year coefficient is positive and statistically 
significant for all families (table 3, panel A). 
This is consistent with our proposition that the 
norm of financially intensive parenting has 
been growing for all child households. Indeed, 
no evidence suggests that families above me-
dian wealth have been more engaged in priori-
tizing children in the share of financial assets 
allocated to them than their counterparts be-
low median wealth. Moreover, we note increas-

ing trends over time across racial-ethnic groups 
even if in absolute terms the share of assets al-
located for children in Black and Hispanic fam-
ilies is less than in White families. In regard to 
the actual amounts of these assets (table 3, 
panel B), growth in financial assets for children 
for top 50 percent wealth families for all racial-
ethnic groups over time is significant. Still, all 
else equal, White families above median wealth 
allocate about $411 more per year in financial 
assets under children’s names; this figure is 
much lower for Black families at around $43, 
and for Hispanic families at around $88. These 

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Means per year for families with children in the top 50 percent and bottom 50 percent on wealth 
distribution, with confidence intervals (shades). All dollar values are in 2016 U.S. dollars. When all fami-
lies are analyzed, increases over time are statistically significant only for families above median wealth. 
These trends are driven entirely by Whites. Among Blacks, differences across the wealth distribution 
and over time are not statistically significant. Among Hispanics, increases over time are statistically 
significant, with no differences between families above and beyond median wealth. Differences be-
tween Blacks and Whites are statistically significant. Differences between Hispanics and Whites are 
statistically significant. In the interest of visual comparability across outcomes, we present education 
savings trends starting with 1998. The values for 1998 are 0 because data on education savings are 
collected in the SCF only since 2001 (see data and methods section).

Figure 3. Education Savings ($) 
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differences across racial-ethnic groups are sta-
tistically significant.

Next, the take-up of the education savings, 
mostly in 529 college savings plans, has in-
creased significantly over time for White above-
median-wealth child households (table 3, panel 
C). In contrast, Black child households have 
significantly less savings in 529 plans than 
Whites, but no notable difference between 
Whites and Hispanics is apparent. Some evi-
dence does suggest that for Black families in 
the upper half of the wealth distribution, the 
education savings have been increasing over 
time, by about $105 per year. This figure for 
White families in the upper half of the wealth 
distribution is more than six times larger, at 
around $623 per year, net of all covariates.

In regard to education debt (table 3, panel 
D), notably, in the models for all families and 
for each of the groups separately, the year coef-
ficient is positive and statistically significant, 

indicating that education debt has increased 
substantially between 1998 and 2016 for all 
child households. The growth per year is the 
highest among Black households at about $690 
each additional year, versus about $600 for 
Whites and $153 for Hispanics. In addition, 
consistent with descriptive analyses, the White 
and Black families have comparable amounts 
of education debt, and Hispanics have signifi-
cantly less than Whites.

To examine the role of wealth position fur-
ther, we conducted a sensitivity analysis in 
which we dropped families in the top 10 percent 
of the wealth distribution from our analytic 
sample to test the extent to which the trends we 
find for those above median wealth may be in 
fact driven by the most wealthy families. The 
results remain substantively the same for the 
families in the top 11th to 50th percentile in 
wealth, relative to the top 50 percent in wealth. 
That is, similar to the findings reported in ta-

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Means per year for families with children in the top 50 percent and bottom 50 percent on wealth 
distribution, with confidence intervals (shades). All dollar values are in 2016 U.S. dollars. When all fami-
lies are analyzed, increases over time are statistically significant, and they are greater for families be-
low median wealth. These trends are driven entirely by Whites. Among Blacks and Hispanics, increases 
over time are statistically significant for families above and beyond median wealth, and show no statis-
tically significant differences between the two. Differences between Blacks and Whites are not statisti-
cally significant. Differences between Hispanics and Whites are statistically significant.

Figure 4. Education Debt ($)
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Table 3. Multivariate Regression Results

All White Black
Coef.  
Diff. Hispanic

Coef. 
Diff.

Panel A. Financial assets under  
children’s names (share of all  
assets), 1998–2016

Top 50 percent wealth*year .002 .003 –.017 –.004
.006 .008 .018 .005

Year .023*** .025** .027+ .011*** +

.006 .007 –.016 .003
Top 50 percent wealth –.066 –.065 .116 –.060

.063 .070 .173 .057
Net worth –.002* –.002** –.001 .002

.001 .001 .015 .012
Black –.128*

.061
Hispanic –.188***

.046

N 15,438 11,581 2,035 1,822

Panel B. Financial assets  
under children’s names ($),  
1998–2016

Top 50 percent wealth*year 361.450*** 411.247*** 43.044* *** 87.784+ ***
46.990 55.954 16.667 52.791

Year 12.369* 19.067* 1.520 + –.898 *
5.853 9.492 1.430 4.831

Top 50 percent wealth –2,233.021*** –2,329.966*** –301.453* *** –818.243 *
327.492 365.544 119.934 551.113

Net worth 191.442 169.735 92.646 907.644
152.574 156.885 81.715 815.045

Black –613.417***
116.074

Hispanic –522.003**
170.776

N 15,438 11,581 2,035 1,822

Panel C. Education savings  
accounts ($), 2001–2016

Top 50 percent wealth*year 594.216*** 623.747*** 105.624+ *** 591.965
94.016 82.291 58.549 599.810

Year –10.421 –5.494 4.093 1.042
7.477 11.089 6.413 20.946

Top 50 percent wealth –2,308.891** –1,992.757*** –1,291.671 –8,757.019
718.839 533.248 899.383 8,525.532

Net worth 199.028 379.100** 5,273.897 –580.018
236.692 134.747 3,505.392 5,848.246

Black –762.136**
277.067

Hispanic 385.027
980.627

N 13,476 10,012 1,809 1,655
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bles 3 through 6, the trends for top 11th through 
50th percentile in wealth are statistically sig-
nificantly different from those for families be-
low median wealth on three indicators: in 
terms of the growing amount of financial assets 
under children’s names over time, growing 
amounts of education savings over time, and 
lower education debt over time. This indicates 
that the rise of financially intensive parenting 
is not driven by only very wealthy families. In 
addition, the differences between households 
below the 50th percentile and the top 11th 
through 50th percentile in wealth are not sig-
nificantly different in the share of financial as-
sets for children, which has increased for fam-
ilies across the wealth distribution. We suggest 
this points to a broad common trend of increas-
ing financial prioritization of children over 
time.

Other Findings
In addition to education loans, we also con-
sider mortgage and credit card debt, with a ca-
veat that they cannot be attributed directly to 
children (see methodology section). In terms 
of mortgage debt, our descriptive analysis 
shows that families above median wealth have 
significantly higher mortgage debt than those 
below median wealth, with $37,000 and 
$174,000, respectively, in 2016. These differ-
ences hold across all racial-ethnic groups, even 
if absolute levels of mortgage debt are lower for 
Blacks and Hispanics than for Whites. The mul-
tivariate analysis of mortgage debt shows that 
increases during the 1998 to 2016 period are 
only notable for White families, especially 
above-median-wealth White families. In fact, 
additional analysis reveals that these results are 
driven by families in the top 10 percent of the 

Panel D. Education debt ($),  
1998–2016

Top 50 percent wealth*year –399.805*** –478.779*** –276.734 –6.386 **
64.877 91.542 318.801 105.640

Year 550.895*** 603.221*** 686.082*** 153.357* ***
62.498 89.677 101.745 65.922

Top 50 percent wealth –2,033.948*** –1,968.698** –3,412.741 –2,362.32*
533.170 695.544 2241.933 938.107

Net worth –136.970*** –119.143*** –2,524.323* * –485.016
21.440 19.559 1,110.806 315.958

Black 722.739
485.102

Hispanic –1,202.716**
352.597

N 9,625 7,858 937 830

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Two-tailed tests; standard errors below coefficients. All models control for absolute net worth, income, 
education (less than high school as the reference category, high school degree, some college, college degree, 
and advanced degree), number of children under twenty-five in the family, family structure (two-parent house-
holds as the reference category, single-parent family, and all other families), age of the respondent and its 
squared term, and gender (1 = male). All dollar values are in 2016 U.S. dollars. The coefficient difference col-
umns indicate whether the regression coefficients for Blacks and Hispanics, respectively, are significantly dif-
ferent from that for Whites. Income (in $100,000s); net worth (in $1,000,000s). Analysis of education debt is 
limited to families with children where the household head is older than forty (see data and methods section).
+p < .1; *p < .05; **p < .01; ***p < .001

Table 3. (continued)

All White Black
Coef.  
Diff. Hispanic

Coef. 
Diff.
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9. Analyses for mortgage and credit card debts are available on request.

wealth distribution. In contrast, credit card 
debt shows significant declines over time 
across racial-ethnic groups between 1998 and 
2016, though it shows some increases over time 
for above-median-wealth White households.9 
Lack of overtime increases in credit card debt 
would be consistent with the idea that expen-
ditures on children are mostly focused on long-
term investment, such as for education, rather 
than short-term investment on consumer pur-
chases. These analyses also show the limit of 
arguments about conspicuous consumption on 
credit as a major driver of household debt in 
recent decades.

Education of the respondent is also an im-
portant determinant of financial investment, 
saving, and borrowing for children. Especially 
taking on education savings such as 529 plans 
is strongly related to holding an advanced 
degree for Whites and Blacks, but not pro-
nounced for Hispanics. This suggests that un-
derstanding financial instruments is not only 
a matter of material resources but also a part 
of cultural capital. In addition, holding mort-
gage, education, and credit card debt among 
child households across racial-ethnic groups 
is consistently related to education, with 
higher education being associated with more 
debt.

Our analyses also show that single-parent 
families among Blacks have a significantly 
higher share of financial assets devoted to chil-
dren than other Black family forms, which is 
consistent with qualitative evidence uncover-
ing the painstaking efforts of Black single 
mothers to parent their children, despite rac-
ism and structural disadvantages (Turner 
2020). Another noteworthy finding is that when 
the man, relative to a woman, is responding to 
the survey on behalf of the household, reported 
financial assets for children as a share of all as-
sets as well as the absolute amount of these as-
sets in White families are significantly lower. 
Similarly, reported education debt is signifi-
cantly lower and mortgage debt is significantly 
higher when the male is completing the survey 
for the White child household respondents. 
These gender differences are not notable for 
Black or Hispanic families.

Discussion
Our study examines the link between wealth 
inequality and families’ financial behavior re-
lated to their children using the Survey of Con-
sumer Finances data, 1998 to 2016. We find evi-
dence for our argument that, over the past few 
decades, American families increasingly prac-
tice financially intensive parenting, or engage-
ment in financial investment, savings, and bor-
rowing for the sake of their children, in large 
part to finance children’s education. In addi-
tion, we find that the types of financial instru-
ments and amounts of money invested or bor-
rowed vary significantly across wealth position 
of child households, in particular when we 
compare families below and above median 
wealth. Moreover, these activities differ signifi-
cantly across race and ethnicity. Over time, 
White families above median wealth accumu-
late more financial assets and education sav-
ings as well as less education debt for children. 
This suggests that with greater education sav-
ings, such as in 529 plans, White wealthy fami-
lies have been financing college for their chil-
dren without having to take on significant 
parental college debt. In contrast, Black and 
Hispanic families across the wealth distribu-
tion have accumulated fewer financial assets 
under children’s names or co-owned with chil-
dren. Moreover, Black families across wealth 
distribution have accumulated significant 
amounts of education debt relative to White 
families.

Scholars have documented the pervasive-
ness of the norm of intensive parenting (Ishi-
zuka 2019). We place people’s understandings 
of how to parent in the context of significant 
macroeconomic changes, brought on by forces 
of financialization, globalization, deindustrial-
ization, the rise of the service sector, and the 
increasing prominence of precarious work (Kal-
leberg 2009). Americans today worry more 
about economic security than they did in the 
past (Cooper 2014) and college education is 
considered paramount to securing prosperity 
(Immerwahr and Foleno 2000). However, the 
costs of higher education have been increasing 
(Ramey and Ramey 2010; Carr 2013), and stu-
dents and their families have come to rely on 
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loans to pay for college education (Avery and 
Turner 2012; Houle 2014; Zaloom 2019), to a 
point where outstanding student loan balances 
are approaching $1 trillion (Brown et al. 2014). 
All these structural changes have affected how 
families focus on investment in children, espe-
cially into children’s education. Our analysis 
shows that in the past two decades parents, not 
only college students, have taken on signifi-
cantly more debt to cover their children’s col-
lege expenses. Moreover, parents have also in-
tensified the use of other financial instruments 
that support the norm of intensive parenting, 
such as allocating financial assets under chil-
dren’s names, and establishing education sav-
ings, such as 529 plans.

Additionally, we examine how this finan-
cially intensive parenting is affected by wealth 
inequality (Gibson-Davis and Hill 2021, this is-
sue). Indeed, our analysis shows how unequal 
the consequences of financially intensive par-
enting are across the wealth distribution as well 
as racial-ethnic groups. It is the child house-
holds above median wealth, and especially 
White families, that have been able to accumu-
late increasingly more financial assets ear-
marked for their children as well as education 
savings that they can put toward their chil-
dren’s college education. The education savings 
accumulated in 529 plans provide tax advan-
tages. Also, because monies in these 529 plans 
are highest among White families in the top 5 
percent of the wealth distribution, who are able 
to invest thousands of dollars, they provide the 
most tax advantages to already rich families.

In regard to Black and Hispanic families’ fi-
nancial behavior for the sake of children, we 
find few differences across the wealth distribu-
tion of these families in the financial assets 
they are able to put aside for children. We do 
find evidence, however, that these families in-
creasingly prioritize children, just as White 
families do, in the share of financial assets that 
they allocate toward children relative to their 
overall assets. Still, these financial assets for 
children as well as education savings for chil-
dren by Black and Hispanic families are very 
low relative to what their White counterparts 
accumulate. In contrast, education debt for 
children has been increasing for families of all 
racial-ethnic backgrounds over the past two de-

cades. Moreover, for Black families across the 
wealth distribution, education debt has grown 
to substantial amounts. This is consistent with 
studies on PLUS loans, which show dispropor-
tionate take-up of these government loans by 
Black families relative to other families. Cau-
tioning, these studies conclude that “PLUS 
loans are becoming predatory for Black PLUS 
borrowers who are more likely to be low income 
and low wealth, and who will likely struggle to 
repay” (Fishman 2018, 7). Hence, debt for chil-
dren’s college education represents significant 
pressure on limited resources of Black families 
who, at the same time, lack accumulation of 
financial assets and education savings for their 
children and have already seen their wealth 
holding decrease substantially in recent de-
cades (Percheski and Gibson-Davis 2020) and 
are in a severely disadvantaged position relative 
to White families (Wolff 2018). Indeed, if Blacks 
take on education debt on predatory terms, as 
Louise Seamster and Raphael Charron-Chenier 
(2017) argue, then what seems like a valuable 
investment in children with potentially favor-
able outcomes is instead a liability with limited 
(or eliminated) longer-term benefits. Therefore, 
it is plausible that some of the devastating de-
cline in Black child household wealth, 90 per-
cent from 1998 to 2016 (table 2), is related to the 
fact that taking on education loans for their 
children has substantially depleted Black child 
household resources across generations. We 
hope that future research will more directly test 
this relationship.

Although our research provides empirical 
evidence on the rise of financially intensive par-
enting, our study has limitations. First, our 
analysis focuses on financial behaviors that we 
infer as related to long-term investing in chil-
dren (such as education savings in 529 accounts 
or financial assets under children’s names). 
However, it is possible that parents consider 
many other financial activities as related to in-
vesting in their children. Mortgages for houses 
may be related to parental investment in good 
school neighborhoods (Frank 2007; Owens 
2016) but cannot be directly attributed to invest-
ment in children. Also, we do not have informa-
tion on child arrears. Further, we cannot distin-
guish conclusively whether certain education 
loans that households have are specifically for 
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children’s education. Hence our workaround 
by restricting the age of parents to forty in the 
analysis of determinants of education debt is 
not ideal. Also, because the SCF collects data 
only on the actual financial activities and not 
on the meanings attributed to them, our analy-
sis cannot directly address the process of the 
social meaning of money (Zelizer 1994) motivat-
ing parental behavior.

Conclusion
That inequality in the United States has sub-
stantially increased over recent decades is clear. 
It is much less known that both income in-
equality (Western, Bloome, and Percheski 2008) 
and wealth inequality (Gibson-Davis and 
Percheski 2018) rose faster among households 
with children than among those without chil-
dren. To explain this phenomenon, we con-
tend, requires special attention to the inner 
workings of child households related to the 
economy of parenting. Specifically, we focus in 
this article on the trends in parental financial 
investment, saving, and borrowing for children 
over the past few decades, and we compare 
these trends by wealth of families and by their 
race-ethnicity.

Based on analyses of nationally representa-
tive samples of U.S. households collected by 
the Survey of Consumer Finances, we find evi-
dence of rising financially intensive parenting 
behavior across American families between 
1998 and 2016. But we also find evidence of sub-
stantial inequality across families, depending 
on their wealth position and their racial-ethnic 
background, in the type of financial parenting 
activities they engage in and the amounts they 
invest, save, or borrow for the sake of their chil-
dren. White families above median wealth 
have been putting aside significant amounts 
of assets under children’s names and accumu-
lating education savings, which give them siz-
able tax advantages. On the other hand, Black 
and Hispanic families have significantly lower 
amounts of such assets in child-investment fi-
nancial instruments, even if they have progres-
sively increased assets that are dedicated to 
children as a share of all assets. Furthermore, 
Black and White families across the wealth  
distribution have accumulated significant 

amounts of education debt for their children. 
But Black families have less resources with 
which to repay the debt, and Black college 
graduates have lower earnings than Whites, 
limiting their ability to pay back loans. This 
suggests that the growing norm of intensive 
parenting across class and race—a valiant ef-
fort of families to try to do everything they can 
for their children—may, paradoxically, disad-
vantage children from minority households 
because it likely contributes to the growing in-
tergenerational disparities in wealth inequality 
in America, most significantly between wealthy 
White child households and less well endowed 
Black child households (Gibson-Davis and Hill 
2021, this issue; Percheski and Gibson-Davis 
2020).

Ultimately, it appears that the price of par-
enting for American parents these days seems 
to be increasingly high, but not only in terms 
of the actual dollars invested, saved, or taken 
on credit for the sake of children. Instead, the 
high price of parenting is also borne by the so-
ciety as a whole because of the significant in-
equality that results from the fact that some 
families benefit from investment into their chil-
dren, and that others, trying equally hard to 
give their children opportunities these children 
deserve, further deplete their very limited re-
sources. Consequently, when individual fami-
lies attempt wholeheartedly to do everything 
they can for their children, including engaging 
in financially intensive parenting, the unin-
tended societal consequences of such behavior 
mean that many children are left behind. Re-
grettably, the state and federal policies that fi-
nancialize education, such as 529 plans and fed-
eral PLUS loans as well as linking school 
funding to property taxes, have likely widened 
disparities across families. Such policies en-
courage privatization of educational costs by 
individual families, but deep structural in
equities across wealth and race have rigged  
the equality of opportunity in this education 
race. Structural reforms that call for better pub-
lic funding of education from kindergarten 
through college are necessary if we are to see 
any systemic change that enshrines a collective 
responsibility for education and investment in 
all children.
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Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Means per year for White families with children in the top 5 percent, top 20 percent, top 50 
percent, and bottom 50 percent on wealth distribution, with confidence intervals (shades). All dol-
lar values are in 2016 U.S. dollars. In the interest of visual comparability across all outcomes, we 
present the education savings (panel C) starting with 1998. The values for 1998 are zero because 
data on education savings are collected in the SCF only since 2001 (see data and methods sec-
tion).

Figure A1. Trends for White Child Households 
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Table A2. Regression for Financial Assets Under Children’s Names (Share of All Assets)

All White Black
Coef. 
Diff. Hispanic

Coef. 
Diff.

Top 50 percent wealth*year .002 .003 –.017 –.004
.006 .008 .018 .005

Year .023*** .025** .027+ .011*** +

.006 .007 –.016 .003
Top 50 percent wealth –.066 –.065 .116 –.060

.063 .070 .173 .057
Net worth –.002* –.002** –.001 .002

.001 .001 .015 .012
Income .002 .002 .003 –.001

.001 .001 .012 .009
High school .039 .147 –.461+ * .114

.067 .085 .278 .079
Some college –.029 .038 –.356 .018

.061 .063 .287 .036
College .097 .173* –.449 * .542

.072 .068 .279 .360
Advanced degree .110+ .211** –.378 * .082

.064 .068 .272 .072
Number of children .042+ .027 .155 –.025* *

.025 .018 .116 .010
Single parent –.060 –.129+ .148* ** .001

.051 .074 .064 .090
Other family –.049 –.020 .058 –.124**

.059 .102 .163 .034
Age .004 .005 –.008 .012+

.012 .016 .034 .007
Age2 –.008 –.011 .011 –.013*

.013 .016 .036 .006
Male –.343*** –.408** –.293 –.120 +

.085 .131 .119 .085
Black –.128*

.061
Hispanic –.188***

.046
Constant .212 .237 .174 –.124

.309 .392 .887 .254

N 15,438 11,581 2,035 1,822
R2 0.006 0.006 0.018 0.007

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Two-tailed tests; standard errors below coefficients. All dollar values are in 2016 U.S. dollars. The 
coefficient difference columns indicate whether the regression coefficients for Blacks and Hispanics, 
respectively, are significantly different from that for Whites. Income (in $100,000s); net worth (in 
$1,000,000s).
+p < .1; *p < .05; **p < .01; ***p < .001
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Table A3. Regression for Financial Assets Under Children’s Names ($)

All White Black
Coef. 
Diff. Hispanic

Coef. 
Diff.

Top 50 percent wealth*year 361.450*** 411.247*** 43.044* *** 87.784+ ***
46.990 55.954 16.667 52.791

Year 12.369* 19.067* 1.520 + –.898 *
5.853 9.492 1.430 4.831

Top 50 percent wealth –2233.021*** –2329.966*** –301.453* *** –818.243 *
327.492 365.544 119.934 551.113

Net worth 191.442 169.735 92.646 907.644
152.574 156.885 81.715 815.045

Income 589.549* 617.427* 6.878 * 155.534
278.901 299.824 26.877 300.041

High school –99.515 28.822 23.280 –7.387
76.281 127.756 26.255 89.265

Some college –238.689* –164.063 –8.123 –104.765
93.335 139.506 32.226 97.631

College 1197.687* 1486.591* –46.031 ** 1224.506
469.944 583.445 36.803 1085.969

Advanced degree 2600.051** 3052.357** 327.794 ** 91.815 **
766.406 893.282 211.295 797.863

Number of children 268.618* 430.092* –.025 * –54.813+ *
117.696 188.683 8.291 28.166

Single parent –500.703** –724.956** 26.433 ** –178.459 *
162.439 236.117 44.478 127.673

Other family –490.679*** –614.199** –14.494 ** –258.887*
122.083 188.743 49.492 129.152

Age 67.753 120.097 6.478 56.974
64.453 85.544 5.312 44.007

Age2 –73.785 –128.942 –5.415 –72.660
87.962 116.190 6.774 58.432

Male –565.299** –762.651* 43.395 * –75.410 *
205.267 337.202 43.619 66.412

Black –613.417***
116.074

Hispanic –522.003**
170.776

Constant –1668.004 –3411.442* –173.750 –818.609
1076.543 1443.472 113.040 669.38

N 15,438 11,581 2,035 1,822
R2 0.020 0.021 0.026 0.026

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Two-tailed tests; standard errors below coefficients. All dollar values are in 2016 U.S. dollars. The 
coefficient difference columns indicate whether the regression coefficients for Blacks and Hispanics, 
respectively, are significantly different from that for Whites. Income (in $100,000s); net worth (in 
$1,000,000s).
+p < .1; *p < .05; **p < .01; ***p < .001
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Table A4. Regression for Education Savings Accounts, 2001–2016 ($)

All Whites Blacks
Coef. 
Diff. Hispanics

Coef. 
Diff.

Top 50 percent wealth*year 594.216*** 623.747*** 105.624+ *** 591.965
94.016 82.291 58.549 599.810

Year –10.421 –5.494 4.093 1.042
7.477 11.089 6.413 20.946

Top 50 percent wealth –2,308.891** –1,992.757*** –1,291.671 –8,757.019
718.839 533.248 899.383 8,525.532

Net worth 199.028 379.100** 5,273.897 –580.018
236.692 134.747 3,505.392 5,848.246

Income 1,214.133* 692.695*** –1,385.492 * 12,837.52
550.208 199.311 947.753 11,850.07

High school 1.902 –60.320 118.305 –1,177.175
243.192 191.859 91.638 1,446.038

Some college 47.987 –101.124 270.478 –1,293.556
273.477 218.816 236.517 2,022.954

College 2,420.065*** 3,081.647*** 405.797 *** –3,809.014
448.958 525.440 247.090 4,994.532

Advanced degree 7,328.726*** 7,808.883*** 1,070.348* *** 9,523.515
1,398.919 1,453.226 422.610 9,600.796

Number of children 565.518*** 764.985** –18.385 ** 320.887
155.816 230.944 40.822 303.165

Single parent –136.510 –172.341 –244.592 612.693
397.506 604.260 236.252 1230.726

Other family –1,015.275*** –1,360.487*** –333.004 ** 80.972 +

218.736 266.247 214.879 808.267
Age 190.897** 295.630** 88.890+ * –301.355

68.368 91.041 49.525 354.860
Age2 –215.730* –326.149** –116.439+ 367.856

90.777 118.974 64.461 433.018
Male –540.764 –369.056 157.208 –2,027.520

414.132 677.943 136.074 1,770.959
Black –762.136**

277.067
Hispanic 385.027

980.627
Constant –5,725.357*** –8,542.398*** –1,085.986* 1,449.595

1,615.662 1,927.163 528.299 4,067.191

N 13,476 10,012 1,809 1,655
R2 0.048 0.050 0.257 0.235

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Two-tailed tests; standard errors below coefficients. All dollar values are in 2016 U.S. dollars. The 
coefficient difference columns indicate whether the regression coefficients for Blacks and for Hispan-
ics, respectively, are significantly different from that for Whites. Income (in $100,000s); net worth (in 
$1,000,000s).
+p < .1; *p < .05; **p < .01; ***p < .001
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Table A5. Regression for Education Debt ($)

All White Black
Coef. 
Diff. Hispanic

Coef. 
Diff.

Top 50 percent wealth*year –399.805*** –478.779*** –276.734 –6.386 **
64.877 91.542 318.801 105.640

Year 550.895*** 603.221*** 686.082*** 153.357* ***
62.498 89.677 101.745 65.922

Top 50 percent wealth –2,033.948*** –1,968.698** –3,412.741 –2362.32*
533.170 695.544 2,241.933 938.107

Net worth –136.970*** –119.143*** –2,524.323* * –485.016
21.440 19.559 1,110.806 315.958

Income 28.903 23.871 2,825.56* * 34.109
25.355 24.800 1,271.427 315.935

High school 2,317.135*** 2,839.402*** 477.621 ** 1653.259*
309.94 381.328 656.467 727.541

Some college 4,962.858*** 5,342.411*** 4,375.023*** 1,655.018*** ***
372.447 427.831 1,153.092 457.143

College 7,229.264*** 6896.75*** 8,846.068*** 9,255.891***
625.716 643.682 1,446.127 2235.081

Advanced degree 1,0641.3*** 9,757.45*** 21,337.05*** ** 9,197.817**
944.271 990.839 4,236.284 2659.26

Number of children –82.046 127.140 –543.314* * –319.119** *
113.158 166.397 253.033 122.592

Single parent –2,638.098*** –3589.425*** –546.396 ** 504.354 ***
334.806 396.967 999.052 640.093

Other family 922.084 130.673 2,405.419 2607.218
602.190 656.698 1704.959 1601.18

Age 279.377 421.418+ –966.090+ * 1,445.408** *
186.545 228.887 497.928 468.835

Age2 –320.850* –424.008* 691.094 * –1,356.981** *
161.168 195.085 428.300 422.633

Male –957.015* –1,755.64*** 364.423 + 1,108.998 *
401.191 442.010 1,066.09 991.283

Black 722.739
485.102

Hispanic –1,202.716**
352.597

Constant –6750.13 –10,767.91 26,437.81+ –38265.17**
5,459.755 6,752.411 14,227.23 13185.18

N 9,625 7,858 937 830
R2 0.055 0.052 0.127 0.064

Source: Authors’ calculations based on the Survey of Consumer Finances (Federal Reserve 2020).
Note: Two-tailed tests; standard errors below coefficients. All dollar values are in 2016 U.S. dollars. The 
coefficient difference columns indicate whether the regression coefficients for Blacks and for Hispanics, 
respectively, are significantly different from that for Whites. Income (in $100,000s); net worth (in 
$1,000,000s).
 +p < .1; *p < .05; **p < .01; ***p < .001
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holds (Martinson and Reichman 2016). Physical 
limitations and developmental delays and dis-
abilities are more likely for children in low-SES 
households and families than for children from 
more socioeconomically advantaged house-
holds. For example, evidence indicates that 
children in low-SES households are at much 
greater risk of being overweight or obese or ex-
periencing hearing and vision problems, 

Household Wealth and Child 
Body Mass Index: Patterns and 
Mechanisms
Courtney Boen, Lisa A.  Keister ,  a nd Nick Gr aetz

Wealth plays a unique role in shaping later-life health risk, but the relationship between wealth and child 
health remains largely unexplored. Using longitudinal data from the Panel Study of Income Dynamics 
(PSID) (1994–2013), this study uses multilevel mixed-effects models and the parametric g-formula approach 
to both assess the relationship between household wealth and child body mass index (BMI) and identify the 
mechanisms linking wealth to child BMI. We find that household wealth is negatively associated with child-
hood BMI. In addition to finding a strong, direct association, we also find that household wealth indirectly 
patterns child BMI and obesity risk through household spending and family stress processes. These findings 
provide new insights into the links between wealth, child health, and early-life population health dispari-
ties.
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Decades of research from across disciplines 
provides clear and convincing evidence of a so-
cioeconomic gradient in health (Marmot 2004). 
Beginning at birth, the association between so-
cioeconomic status (SES) and health is strong 
and positive, with babies born into socioeco-
nomically disadvantaged households being at 
higher risk of preterm birth and low birth-
weight than babies born into higher-SES house-
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asthma, and ear infections than children in 
higher-SES households (Larson and Halfon 
2010). Importantly, studies drawing from the 
life course perspective demonstrate that child 
socioeconomic exposures not only affect health 
during childhood, but also shape patterns of 
health and disease risk across the life span 
(Kuh et al. 2003), well into old age (Yang et al. 
2017), suggesting that the drivers of adult socio-
economic disparities in health and mortality 
emerge early in the life course.

Scholars increasingly point to the impor-
tant role of wealth in shaping individual health 
and contributing to population health inequal-
ity (Boen, Keister, and Aronson 2020; Boen and 
Yang 2016; Pollack et al. 2007). Most research 
on the socioeconomic gradient in health relies 
on indicators of income or education as mark-
ers of SES, but evidence shows that wealth 
plays a unique and important role in shaping 
life course patterns of individual and popula-
tion health, net of other indicators of SES 
(Boen 2016; Boen and Yang 2016; Erixson 2017). 
Studies typically operationalize wealth as total 
net worth, or the sum of household assets mi-
nus debts. Much of what is known about the 
wealth-health connection comes from studies 
with older adult samples, but recent quasi-
experimental evidence suggests that wealth 
may also be causally related to child health out-
comes (Cesarini et al. 2016). Given increasing 
levels of wealth inequality in the United States 
in recent decades (Keister 2014)—including par-
ticularly stark racial wealth gaps (Killewald, 
Pfeffer, and Schachner 2017), low levels of 
wealth accumulation among households with 
children (Gibson-Davis and Percheski 2018), 
and high net worth poverty among households 
with children (Gibson-Davis, Genettian, and 
Keister 2020)—understanding the role of 
wealth in shaping patterns of child health in-
equality is of critical scientific and policy im-
portance.

Still, the relationship between wealth and 
child health remains largely unexplored. 
Household wealth levels have been linked to 
adult health outcomes, but little is known 
about how wealth is associated with the health 
of children. This gap is particularly notable 
given that wealth inequality is especially high 
among child households (Boshara, Emmons, 

and Noeth 2015) and that families with children 
in the United States have comparatively weak 
social safety net protections (Gibson-Davis and 
Percheski 2018). The mechanisms linking 
household wealth to health are also unclear. Re-
search on adults suggests that stress, health be-
haviors, and consumption may link wealth to 
health indirectly (Berger and Houle 2019; Boen 
and Yang 2016), but few studies formally test 
these mechanisms or consider how the path-
ways relating wealth to child health may differ 
from the mechanisms linking wealth to adult 
health outcomes. Finally, concerns about 
causal inference—including issues related to 
reverse causality and time-varying confound-
ing—continue to plague the literature in this 
area, which further limits understanding of the 
linkages between wealth and well-being. To-
gether, these gaps suggest that more research 
on the links between wealth and child health 
is needed.

Using nationally representative, longitu
dinal data from the Panel Study of Income 
Dynamics (PSID), this study is among the first 
to assess the prospective links between house-
hold wealth and child body mass index (BMI), 
a critical marker of child well-being. Our anal-
yses also included other markers of child 
health, but we focus on BMI for substantive 
and empirical reasons. Substantively, child-
hood obesity is an early-life risk factor for a 
number of later-life health outcomes. The 
early onset of obesity threatens cardiovascular 
health, risk for diabetes, life expectancy, and 
other outcomes across the entire life course 
(Park et al. 2012). Obesity risks emerge early 
in a child’s life and continue to be consequen-
tial through the developmental years and into 
adulthood. Obesity is thus a particularly im-
portant indicator of child health and develop-
ment that has important consequences for life 
course health and well-being. Empirically, un-
like markers of childhood disease, which are 
somewhat rare among children and take time 
to emerge, BMI is a continuous marker of 
health risk. BMI trajectories can be observed 
across the early life span, from birth though 
childhood, adolescence, and young adult-
hood. Because we use data that includes lon-
gitudinal markers of both wealth and health, 
we are able to observe how changes in wealth 
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relate to changes in BMI across the early life 
course.

Using a variety of analytic techniques—in-
cluding descriptive analyses, longitudinal 
mixed-effects models, and the parametric g-
formula mediation approach—this study is 
among the first to assess the links between 
household wealth and child health, paying par-
ticular attention to how household wealth 
shapes BMI and obesity risk in childhood. This 
article makes three specific contributions. 
First, we establish the link between total house-
hold net worth and BMI. Second, we assess how 
different components of net worth relate to 
child BMI, following recent research suggesting 
that wealth components and health may be as-
sociated in different ways (Boen, Keister, and 
Aronson 2020). Finally, we examine some of the 
mechanisms that potentially underlie the 
wealth-health connection in childhood, includ-
ing a variety of stress-related, behavioral, and 
spending pathways. Together, these three aims 
provide a comprehensive assessment of the 
wealth-health relationship focused on a critical 
measure of child health. Contextualized in a 
historical period marked by growing wealth in-
equality, this study provides new knowledge of 
the socioeconomic determinants of child 
health and sheds new light on the potential le-
verage points for closing socioeconomic ineq-
uities in child well-being.

Background
Wealth inequality in the United States is ex-
treme and growing. Indeed, the share of wealth 
held by the top 1 percent of households grew 
from 30 percent in 1989 to 37 percent in 2019. 
During the same period, the share of wealth 
owned by the bottom 80 percent of households 
declined from 20 to 13 percent (author’s esti-
mates from the Survey of Consumer Finances). 
The growth in wealth inequality reflects several 
interdependent processes, including the types 
of assets households own. The median U.S. 
household depends heavily on home equity as 
a source of wealth, and the dramatic decline in 
home values during the 2007–2009 recession 
reduced their net worth considerably. Many of 
these families have still not recovered their net 
worth (Pfeffer, Danziger, and Schoeni 2013). By 
contrast, upper-wealth families are more highly 

invested in the stock market, and rising stock 
values have meant that their total wealth has 
tended to rise (Piketty 2013). In the years follow-
ing the recession, upper-wealth households 
benefited from a quick stock market recovery. 
Incomes have also risen for top households as 
the median income has stagnated; this differ-
ence has added to wealth inequality by allowing 
top households additional resources to save 
and creating resource constraints for those at 
the median that make saving more difficult.

Even in the context of high levels of wealth 
inequality, racial differences in wealth owner-
ship are extreme. Black Americans hold roughly 
5 cents for every dollar of white wealth, and 
more than one-third of all black households 
have zero or negative net worth—meaning their 
debts exceed the total worth of their assets—
relative to 15 percent of white households 
(Kochnar and Cilluffo 2017). Scholars trace the 
historical origins of the racial wealth gap in the 
United States to chattel slavery and the failure 
of the Freedmen’s Bureau and the Homestead 
Act to provide land to formerly enslaved people 
during the Reconstruction era (Darity and Mul-
len 2020). The forced seizure of black assets 
through racial violence and terrorism, the ex-
clusion of black Americans from receiving ben-
efits offered through the New Deal, the unequal 
distribution of G.I. Bill benefits in the years fol-
lowing World War II, and the proliferation of 
Jim Crow policies all contributed to the racial 
patterning of wealth in the United States 
throughout the nineteenth and twentieth cen-
turies (Oliver and Shapiro 2013). Contemporary 
discrimination in the housing, lending, and la-
bor markets further exacerbates racial wealth 
inequality by restricting black families’ access 
to the same instruments of wealth accumula-
tion as whites (Hamilton and Darity 2010).

Evidence of widening wealth inequality 
among households with children is growing 
(Gibson-Davis and Hill 2021, this issue; Gibson-
Davis and Percheski 2018). Prior to the Great 
Recession, the median net worth for child 
households was roughly half that among 
households without children (Pfeffer, Dan-
ziger, and Schoeni 2013). The tremendous 
wealth losses associated with the Great Reces-
sion disproportionately affected households 
with children (Pfeffer, Danziger, and Schoeni 
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2013), with evidence showing that nonwhite, 
younger, and lower-SES child households ex-
perienced particularly large relative wealth 
losses (Boshara, Emmons, and Noeth 2015; 
Pfeffer, Danziger, and Schoeni 2013), which fur-
ther exacerbated wealth inequality among 
America’s children.

Although most research on the socioeco-
nomic gradient in health comes from data on 
adult samples, evidence also shows that chil-
dren from low-SES households experience 
greater risk of physical, psychological, and 
physiological health problems (Chen, Martin, 
and Matthews 2006; Larson and Halfon 2010) 
and more negative health shocks and events 
(Currie and Stabile 2003) than more socioeco-
nomically advantaged children. Importantly, 
the racial stratification of socioeconomic re-
sources in the United States shapes the racial 
patterning of child health and is a key mecha-
nism linking racism to population health dis-
parities. Relative to white children, African 
American children are more likely to experi-
ence socioeconomic hardship and disadvan-
tage, which contributes to the emergence of 
racial health disparities in early life.

Income and education are the most widely 
used indicators of SES in health research on 
both adults and children, but it is increasingly 
clear that wealth plays a unique and critical role 
in shaping individual and population health, 
net of other SES indicators (Boen and Yang 
2016; Pollack et al. 2007). Wealth can be a finan-
cial safety net for households during periods of 
economic hardship brought on by unemploy-
ment or illness; households can draw on their 
wealth to continue paying rents or mortgages, 
car payments, and other bills even when wages 
are temporarily suspended (Spilerman 2000). 
Wealth accumulation is also a status attain-
ment process. Families accumulate wealth to 
make human capital investments, establish a 
desired standard of living, and pass along class 
status to descendants (Oliver and Shapiro 
2013). Because of the racial patterning of wealth 
in the United States, evidence shows that racial 
wealth inequality contributes to population-
patterns of black-white health disparities (Boen 
2016; Boen, Keister, and Aronson 2020; Bond 
Huie et al. 2003).

Research on the relationship between 

wealth and health has generally focused on the 
links between total wealth—typically opera-
tionalized as net worth, or the sum of assets 
minus debts—and health, but recent evidence 
suggests that the components of wealth relate 
to health in different ways (Boen, Keister, and 
Aronson 2020). Although the mechanisms link-
ing various wealth components to health are 
largely untested, it is likely that liquid assets 
with more immediate cash values, such as sav-
ings and stocks, may help families pay for basic 
health needs such as food, housing, and trans-
portation and afford preventative, routine, and 
emergency medical care. By contrast, more il-
liquid assets, such as homes and equity, may 
promote health by conferring psychosocial 
benefits to owners, including high levels of con-
trol and stability (Boen, Keister, and Aronson 
2020). Home equity and value may also be prox-
ies for other unobserved factors that shape 
child health, such as school and neighborhood 
quality. Additionally, whereas assets protect 
health, high levels of debt—particularly unse-
cured debt—increase feelings of hopelessness 
and frustration and overall stress burden in 
ways that negatively affect health (Berger and 
Houle 2019). For these reasons, research should 
not only consider the associations between to-
tal wealth and health, but also assess how the 
associations between wealth components and 
health vary.

Research on the wealth-health connection 
largely relies on older adult samples, but a re-
cent study from Sweden provides evidence of a 
potential causal link between wealth and child 
health. Using administrative data on Swedish 
lottery players, David Cesarini and colleagues 
(2016) find that increases in household wealth 
reduce childhood obesity risk and increase 
child health utilization in ways that may be pro-
tective of health. The effect sizes in the study 
were modest, but the authors note that the im-
pacts of wealth on child health may be greater 
in other national contexts where social safety 
net protections for families are weaker than 
Sweden, such as in the United States.

Mechanisms Linking Wealth and Child Health
Because the factors patterning household 
wealth are structural—located in historical and 
present day policies and practices that un-
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equally distribute wealth-building opportu
nities and financial risks in the population—
examining how wealth shapes child health 
through household- and family-level mecha-
nisms can provide new insights into the links 
between macro-level structural economic 
forces, meso-level household and family envi-
ronments, and micro-level individual health-
related processes. To examine the connections 
between wealth and child health, this study 
draws on the bioecological model of child de-
velopment, which highlights the essential role 
of social contexts in shaping child health and 
development and suggests that more proximate 
contexts have the greatest impacts on child 
well-being (Bronfenbrenner and Ceci 1994). For 
children, the family context—including the 
family’s socioeconomic resources, risk, and op-
portunities—is a critical meso-level environ-
ment that greatly shapes daily life in ways that 
affect their health. The socioeconomic re-
sources available to families and households 
influence child well-being by affecting many of 
the more proximate determinants of child 
health and obesity risk, including household 
stress levels, household food budgets and 
spending, the availability and accessibility of 
opportunities and spaces for physical activity, 
and sleep quantity and quality (McCurdy, Gor-
man, and Metallinos-Katsaras 2010; Schmeer 
2012). Still, given that wealth inequality in child 
households is so high (Gibson-Davis and Hill 
2021, this issue; Gibson-Davis and Percheski 
2018), it follows that children living in low- and 
high-wealth environments may face strikingly 
different household contexts that shape their 
health risk.

Merging insights from the bioecological 
models of child development, the conceptual 
model linking wealth to child outcomes laid 
out by Christina Gibson-Davis and Heather Hill 
in the introduction to this issue (2021), and re-
cent work on the links between debt and child 
well-being by Lawrence Berger and Jason Houle 
(2019), we hypothesize that two primary mech-
anisms link household wealth and child health. 
First, guided by the stress process (Pearlin 
1989), household wealth may affect child health 
through stress-related processes. In particular, 
we expect that low levels of household wealth 
produce economic pressures, anxieties, and 

conflict among parents; these stresses, in turn, 
affect child health outcomes both directly 
through physiological processes and indirectly 
through behavioral mechanisms. We hypoth-
esize that parental and household stress can 
affect child health risk directly through a vari-
ety of biophysiological processes. In response 
to stress, the body upregulates activity in the 
sympathetic nervous system and hypothalamic-
pituitary-adrenal axis, which together govern a 
host of physiological processes. This up-
regulation of bodily stress response in response 
to acute stressors is sometimes referred to as 
“fight or flight” and serves an important role in 
protecting individuals from immediate threats 
or infections. However, chronic activation of 
these systems in response to repeated social 
stress exposure gives rise to a host of physio-
logical pathologies, including the promotion 
and redistribution of bodily fat stores. To-
gether, these physiological changes result in 
increased weight gain and visceral adiposity 
(Scott, Melhorn, and Sakai 2012). A number of 
studies link chronic stress exposure—including 
the stress associated with material deprivation 
and hardship—to increased risk of obesity and 
metabolic risk in both children and adults 
(Boen 2020; Garasky et al. 2009; Tate et al. 2015). 
In fact, chronic stress exposure in childhood 
may affect more than obesity risk in childhood: 
the damaging effects of stress on health during 
this critical stage of brain and physiological de-
velopment may also affect long-term health 
(Yang et al. 2017). Indeed, exposure to chronic 
stress in childhood—including exposure to  
the many stressors or strains associated with 
low SES—can result in permanent or lasting 
changes to neurobiology and physiology that 
result in metabolic abnormalities across the 
life span and through late life (Tamayo, Herder, 
and Rathmann 2010).

Levels of household stress, which are 
shaped by household socioeconomic condi-
tions, can also affect child obesity risk indi-
rectly through behavioral mechanisms. Be-
cause of structural constraints, parents and 
caregivers in low-wealth households need to 
devote significant time, energy, and resources 
to managing the many strains, conflicts, and 
stressors associated with having low or inad-
equate financial resources. As a result, they 
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may have fewer resources to invest in establish-
ing health-promoting environments and be-
haviors in children (McCurdy, Gorman, and 
Metallinos-Katsaras 2010; Schmeer 2012). For 
these reasons, we expect that children in low-
wealth households, which are characterized by 
greater financial strain and higher levels of fa-
milial and caregiver stress, will exhibit worse 
health behaviors than children in high-wealth 
families. Together, these direct biophysiologi-
cal and indirect behavioral pathways may link 
the stress of low levels of wealth accumulation 
or high debt to child health in the short-term 
and increased health risk across the adult life 
course.

Second, household wealth may affect child 
health through consumption by shaping the 
quantity and quality of goods available to chil-
dren (Berger and Houle 2019). Households with 
less wealth have less capital than higher-wealth 
families to invest in education, childcare and 
afterschool programs, housing, and other ex-
penditures that affect child health and well-
being. Because they lack the financial security 
and material resources afforded by wealth, 
lower wealth families may struggle to meet ba-
sic health needs of children; they may face dif-
ficulties securing housing, purchasing food, 
and paying for adequate levels of childcare. By 
contrast, households with more wealth may be 
able to spend more on household and child-
related costs in ways that promote child health 
and well-being. These linkages may be particu-
larly relevant to the wealth-BMI connection be-
cause of the high cost of critical health re-
sources needed to support healthy lifestyles 
and environments (Powell and Bao 2009). In 
these ways, the risks and constraints faced by 
low-wealth families—including high levels of 
stress and financial challenges—may under-
gird the links between household wealth and 
child BMI.

The Life Course Perspective
In addition to elucidating the drivers of child 
well-being, research on the links between 
wealth and child health expands knowledge 
about the early-life origins of adult health and 
social well-being. Evidence indicates that early-
life socioeconomic exposures shape life course 
trajectories of health both directly and indi-

rectly through a variety of social and biological 
mechanisms (Kuh et al. 2003). Childhood is a 
sensitive period of development when social 
exposures—including socioeconomic expo-
sures—can induce structural and functional 
biological and physiological changes that affect 
later-life health and disease risk (Kuh et al. 
2003; Yang et al. 2017). This is particularly true 
in the case of childhood obesity. Childhood 
weight status reflects social exposures occur-
ring in utero, during infancy, and throughout 
childhood (Isong et al. 2018), and childhood 
BMI is a widely documented risk factor for 
adult obesity (Ward et al. 2017). Childhood obe-
sity has been positively associated with prema-
ture morbidity and mortality in adulthood, in-
cluding increased risk of blood pressure, 
insulin resistance, low-density lipoprotein and 
total cholesterol, physiological inflammation, 
and coronary heart disease (Park et al. 2012; 
Reilly et al. 2003). In addition to their direct bio-
physiological impacts, childhood socioeco-
nomic exposures can shape life course trajec-
tories of health and well-being indirectly by 
affecting cognitive development, educational 
achievement and attainment, earnings, and 
other forms of human capital (Currie and Sta-
bile 2003). Children in low-SES homes miss 
more days of school and experience more hos-
pitalizations (Case, Lubotsky, and Paxson 2002) 
in ways that pattern their health and socioeco-
nomic status across the life span. Evidence fur-
ther suggests that upward social mobility in 
adulthood may not erase the health disadvan-
tages associated with early-life socioeconomic 
hardship, particularly for individuals of color, 
who may experience especially challenging 
pathways toward mobility (Gaydosh et al. 2018) 
characterized by high levels of exposure to dis-
crimination and stigmatization (Assari 2018). 
Assessing the links between household wealth 
and health during childhood can thus shed 
new light on the possible early-life social and 
biological mechanisms underlying adult pat-
terns of health and well-being. Together, the-
ory and research from the life course perspec-
tive reveal that consideration of the early-life 
origins of adult health risk is essential to pre-
venting disease and population disparities be-
fore they emerge and, in many cases, diverge 
with age.
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Research Questions
We use nationally representative, longitudinal 
household- and child-level data from the PSID 
to study the association between household 
wealth and child BMI. We use a combination 
of multilevel mixed-effects models and the 
parametric g-formula to assess the links be-
tween wealth and child health and to examine 
a host of stress- and consumption-related 
mechanisms underlying the relationship be-
tween wealth and child BMI and obesity risk. 
Together, these methods allow us to estimate 
the direct and indirect pathways linking wealth 
and child BMI and obesity risk in a longitudi-
nal, counterfactual causal inference frame-
work. We ask three questions:

Does household wealth relate to BMI and 
obesity risk during childhood?

Do various components of wealth—includ-
ing savings, stocks, home equity, and debt—
differentially relate to childhood BMI and 
obesity risk?

What are the mechanisms linking house-
hold wealth to childhood BMI?

Data and Analy tic Methods
As noted, our data come from the Panel Study 
of Income Dynamics, the longest running na-
tionally representative, longitudinal survey of 
individuals and families in the United States. 
The PSID has interviewed respondents and 
their family members continuously since 1968, 
including biennial interviews since 1997. We 
use the main PSID file, the Child Development 
Supplement (CDS), and the Transition to Adult-
hood Supplement (TAS). The CDS is a longitu-
dinal study of children who were twelve years 
old or younger in 1997 and followed over three 
waves (CDS-1 in 1997, CDS-2 in 2002–2003, and 
CDS-3 in 2007–2008). The TAS began in 2005 
and followed children from the original CDS 
cohort into young adulthood. Data on our out-
comes come predominately from the CDS, and 
we use data from the TAS (2009, 2011, 2013) to 
follow the CDS respondents who entered the 
CDS as infants and young children and who 
were followed in the TAS until they are eigh-
teen. We link data on the CDS and TAS children 

to family and household characteristics avail-
able in the main file of the PSID, as well as 
household wealth data from the PSID wealth 
supplement. The data are from six survey waves 
(1994, 1999, 2005, 2007, 2009, and 2011) of the 
main PSID file that include information on 
family and household characteristics. These 
data predate the CDS data to enable lagged 
wealth measures.

The 2007–2009 recession, an exogenous 
shock to household wealth, improves our abil-
ity to make inferences about the relationship 
between wealth and health. Concerns about en-
dogeneity are a major challenge to scholarship 
on the links between wealth and health. To im-
prove our ability to make inferences about the 
relationship between wealth and health, we le-
verage the Great Recession’s exogenous shock 
to household wealth. Our period of observation 
includes the years leading up to (1997–2005), 
during (2007–2009), and after (2011–2013) the 
recession. By CDS III (2007–2008), many house-
holds—particularly black and Hispanic house-
holds (Pfeffer, Danziger, and Schoeni 2013) and 
households headed by younger adults (Boshara, 
Emmons, and Noeth 2015)—experienced sig-
nificant wealth losses as a result of the reces-
sion. During the Great Recession, households 
lost wealth through market mechanisms such 
as the “bursting” housing bubble—rather than 
as a consequence of changes to individual 
health. Documented links between wealth and 
health observed during this period are there-
fore less likely to be subject to concerns about 
reverse causality and endogeneity. We take em-
pirical advantage of this shock to household 
wealth and the ensuing economic downturn to 
better isolate the relationship between wealth 
and child health.

Outcomes: Childhood BMI
Our outcome variable is body mass index (BMI). 
Research across disciplines links childhood 
BMI and health risk in both childhood and 
adulthood. Whereas measures of disability, dis-
ease, or mortality are widely used in studies of 
adults, BMI reflects continuous changes in 
well-being that can be measured in childhood 
and across the life span, making it particularly 
well suited for studying age trajectories of 
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health (Deaton and Paxson 1998; Shaw and 
Krause 2002). In preliminary analyses, we also 
studied several other child health outcomes, 
including a count index of chronic conditions, 
a continuous depressive symptoms score, and 
markers of child self-rated health and caregiver-
rated health. However, few children had any 
chronic conditions, elevated depressive scores, 
or poor rated health. Without enough variation 
on the dependent variables, we could not assess 
whether or how wealth is associated with these 
outcomes. By contrast, BMI trajectories can be 
observed across childhood, and social gradi-
ents in BMI emerge early in the life span, serv-
ing an important role in shaping long-term 
health across a number of cardiometabolic out-
comes. High BMI puts children at risk of future 
health problems. In this study, we operational-
ize childhood BMI two ways. First, we include 
a continuous measure of BMI (kg/m2). Second, 
we include a measure of age-specific BMI z-
score, which indicates where respondents fall 
on the BMI distribution at every age during 
childhood. The continuous measure allows us 
to assess how wealth shapes trajectories of 
BMI; age-specific z-scores allow us to better un-
derstand how wealth relates to childhood over-
weight and obesity risk. To measure BMI, PSID 
interviewers measured child height and weight 
during the CDS-TAS interviews. Both BMI mea-
sures are time-varying indicators calculated us-
ing the measured height and weight at each 
wave.

Key Exposures and Mechanisms
The key exposure of interest is total household 
wealth, a continuous measure that reflects 
household net worth (a sum of household as-
sets minus debts). We adjust the wealth mea-
sure for inflation (measured in 2017 dollars) 
and household size. Household wealth is in-
cluded as a time-varying, normalized, lagged 
measure so that child health at time t is mod-
eled as a function of wealth at time t–1. In ad-
dition to assessing the links between total 
household wealth and child health, we also ex-
amine how various components of wealth re-
late to child BMI and obesity risk. To do so, we 
create measures of home equity, stocks and 
bonds, checking and savings, value of other as-

sets, and total debt, all included as continuous, 
inflation-adjusted, lagged measures. We also 
include a measure of home value, which we in-
clude as a percentile of the PSID sample distri-
bution, given the extreme skew of home values 
in the sample. Finally, we include a dummy in-
dicator for whether the family owns a home. 
Supplemental analyses with alternative opera-
tions of all of the wealth variables (inverse hy-
perbolic sine transformed, squared measures, 
spline regression with varying numbers of 
knots to test for nonlinearities, and so on) 
yielded substantively similar results to those 
reported here.

An alternative specification of these models 
might include separate indicators for liquid (for 
example, cash accounts such as checking ac-
counts, other financial assets) and illiquid as-
sets (the family home, business assets, other 
tangible assets). We explored breaking wealth 
into liquid and illiquid assets, but, consistent 
with previous work (Boen, Keister, and Aronson 
2020) our analyses showed that using home 
equity, stock and bond value, the value of check-
ing and savings accounts, the value of other 
assets, and total other debts is a better repre-
sentation of the wealth ownership of the house-
holds we study. This is consistent with research 
showing that the primary residence (an illiquid 
asset) is the most significant asset a median 
household owns and that stocks (a liquid asset) 
are becoming more commonly held among me-
dian households, particularly in retirement ac-
counts. Other illiquid assets (such as busi-
nesses) are not commonly held by the median 
household and make little difference in our 
models.

To model the direct stress-related mecha-
nisms, we include two measures of familial 
stress. First, parenting strain is measured using 
the Aggravation in Parenting Scale of the CDS. 
The CDS asked parents or primary caregivers 
of CDS respondents nine questions about their 
level of parenting stress (for example, feeling 
trapped by responsibility, feeling tired from 
raising a family). The final scale is an average 
score of their responses to the nine items. Sec-
ond is family economic strain. The CDS asked 
parents or primary caregivers fifteen yes or no 
questions reflecting different dimensions of 
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economic strain (for example, postponed major 
purchase because of economic problems, fallen 
behind in paying bills). Our final scale is the 
sum of binary responses to the questions. The 
inclusion of the economic strain measure al-
lows us to examine how low wealth may create 
financial stress in parents in ways that shape 
child health. Further, inclusion of the parent-
ing strain allows us to capture how the con-
straints and challenges of low wealth may have 
spillover consequences for other domains of 
family stress. As described, because of struc-
tural constraints, parents in low-wealth house-
holds may need to devote more time and en-
ergy to dealing with the challenges of financial 
insecurity—including securing housing and 
figuring out how to pay bills—in ways that re-
strict the time or resources they are able to de-
vote to other domains. In this way, low wealth 
may be a primary stressor in the lives of low-
wealth parents, but may also give to a host of 
secondary stressors, including parenting strain 
(Pearlin et al. 1990), in ways that pattern child 
health.

To assess whether wealth shapes child 
health through child behavioral mechanisms, 
we include indicators of child physical activity 
(total minutes of physical activity per week), 
fruit and vegetable consumption (sum of num-
ber of days in the last week respondent ate 
fruits and respondent ate vegetables), and sleep 
(average number of hours per night). All of 
these behaviors are highly associated with child 
BMI and obesity risk and thought to be key 
mechanisms linking familial financial stressors 
and constraints to child health.

Finally, we include four spending-related 
mechanisms, including indicators of educa-
tional spending, which measures all school-
related educational expenditures; childcare 
spending; health spending, which includes ex-
penditures for hospitals and nursing homes, 
doctors, prescription drugs, and insurance; and 
housing spending, which includes mortgage 
and loan payments, rent, property tax, insur-
ance, utilities, cable television, telephone, in-
ternet charges, home repairs, and home fur-
nishings. Families can use accumulated wealth 
to make human capital investments in chil-
dren, establish a desired standard of living, and 
pass along class status to descendants (Oliver 

and Shapiro 2013). Households with more 
wealth may be able to invest more in their chil-
dren’s education, their childcare, their health 
care, and their housing in ways that shape chil-
dren’s long-term trajectories of health. Each of 
these measures indicated annual household 
spending on the respective categories. Across 
a variety of model specifications, only educa-
tion spending was significantly associated with 
child BMI and obesity risk. For this reason, in 
our final models, we include only education 
spending as a consumption-related mecha-
nism. Supplementary analyses operationaliz-
ing the spending variables as proportions of 
total annual income or wealth produced sub-
stantively similar results.

Other Measures
To assess racial disparities in household 
wealth and child health, we include a measure 
of parent-primary caregiver race (1 = non-
Hispanic white; 2 = non-Hispanic black; 3 = 
other). Among children in the CDS, levels of 
match between parent-caregiver and child race 
are high; fewer than 4 percent of cases were 
discordant. In the majority of discordant 
cases, parent-caregiver race was white or black, 
and child race was marked as other. Supple-
mentary analyses using child race yielded sub-
stantively similar results. Because of tremen-
dous racial disparities in household wealth— 
corresponding to parent-caregiver race, rather 
than child race—we use parent-caregiver race 
in our final analytic models. To test for differ-
ential associations between wealth and child 
BMI by race, we ran supplementary models 
that included an interaction for race*wealth, 
but the interaction term was not statistically 
significant and thus was excluded from final 
models. Our models include a number of other 
covariates reflecting child sociodemographic 
characteristics, including age (continuous), 
gender (1 = male), and birth order. We also in-
clude a number of household characteristics, 
including parental-caregiver marital status (1 
= married), maternal education (1 = high 
school or less, 2 = some college, 3 = bachelor’s 
degree or higher), annual household income, 
and child health insurance status (1 = insured). 
Supplementary analyses also adjusted for pa-
rental age, which was not associated with the 
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outcomes and excluded from final model esti-
mates.

Analytic Sample
The analytic sample includes respondents from 
the original CDS-1 followed through age eigh-
teen. We include respondents with at least one 
observation. The mixed-effects models assess-
ing the associations between total wealth, the 
wealth components, and the outcomes use the 
full sample of CDS and TAS respondents (n = 
2,271, 5,411 person-years). To handle missing 
data, we used multiple imputation by chained 
equations procedures with thirty imputations 
and thirty burn-in iterations (van Buuren and 
Groothuis-Oudshoorn 2011).

Analytic Strategy
We first present descriptive analyses for the full 
sample. Although we do not explicitly model 
racial disparities in BMI, we also show black-
white differences in household wealth to high-
light the particularly stark levels of black-white 
wealth inequality among child households in 
the PSID.

Next, we use longitudinal mixed-effects 
models to estimate the associations between 
total household wealth, the wealth compo-
nents, and childhood BMI and obesity risk as 
children age. In these models, observations at 
level 1 are nested within individuals at level 2 
(Raudenbush and Bryk 2002). The models in-
clude random intercepts and clustered stan-
dard errors at household level. We model BMI 
and BMI z-scores as linear outcomes. These 
models proceed in a stepwise fashion. Model 1 
includes all child sociodemographic character-
istics, family structure, and socioeconomic fac-
tors but does not include any of the wealth mea-
sures. Models 2 through 5 build on model 1 by 
including the wealth measures: model 2 in-
cludes total wealth; model 3 includes continu-
ous measures of home equity, debt, stocks, 
checking and savings, and other assets; model 
4 includes an indicator for homeownership; 
and model 5 includes home value. Together, re-
sults from these models show how the mea-
sures of household wealth relate to child health 
across childhood. Supplemental analyses in-
cluding wealth*age interactions revealed that 
the associations between wealth and BMI were 

consistent with age, so the interactions were 
excluded from the final models.

Finally, we use the parametric g-formula 
(Keil et al. 2014; Naimi, Cole, and Kennedy 2017) 
to estimate how wealth relates to child health 
over time both directly and indirectly through 
our hypothesized mechanisms. This recently 
developed methodology in epidemiological 
causal inference allows us to parameterize the 
contributions of wealth and the stress, behav-
ioral, and spending mechanisms to child BMI 
over time under a less restrictive set of con-
founding assumptions than conventional re-
gression adjustment. In estimating the propor-
tion of the total effect explained by a mediating 
variable, conventional regression conditions 
on measured confounders of the exposure-
outcome relationship and assumes that no 
mediator-outcome confounders are affected by 
the exposure of interest (such as family wealth). 
However, if a variable both confounds the 
mediator-outcome relationship and acts as a 
mediator between the exposure and the out-
come, it is not possible in a regression setting 
to control for the confounding pathways and 
not simultaneously overcontrol the mediating 
pathways. This issue can become compounded 
over repeated observations of the exposure and 
mediators, often leading to biased estimates of 
the mediating effect of a specific variable 
(Naimi, Cole, and Kennedy 2017). For example, 
in our study, parental strain may influence 
wealth, child BMI, and other mediators of 
wealth-health (for example, economic strain); 
at the same time, wealth may influence child 
BMI through patterning parental strain over 
time. In this study, we use the g-formula ap-
proach to estimate the pathways through which 
household wealth shapes child BMI directly as 
well as how its impacts might accumulate indi-
rectly and manifest through other time-varying 
characteristics across early and middle child-
hood and adolescence. Figure 1 provides a gen-
eralized illustration of this approach. We esti-
mate models at three developmental periods: 
early childhood (ages three through seven), 
middle childhood (ages eight through twelve), 
and adolescence (ages thirteen through seven-
teen). In each set of models, we include time-
varying characteristics that serve as both con-
founders and mediators in the relationship 
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between wealth and child health. In early child-
hood, we model BMI and the proposed mecha-
nisms as a function of lagged family character-
istics, including wealth. In middle childhood, 
we model BMI and the mediating mechanisms 
as a function of lagged early-childhood charac-
teristics and exposures (including lagged BMI, 
familial stressors, health behaviors, and house-
hold spending). In adolescence, we model the 
outcomes and mechanisms as a function of 
lagged childhood characteristics and expo-
sures. In this way, we use the g-formula to pa-
rameterize the entire “cascade” of exposures 

across the child life span that link household 
wealth to adolescent BMI.

Results
Table 1 presents descriptive statistics for the 
full sample. Among households with children, 
the median wealth is $29,923. Still, racial wealth 
inequality among child households is high. Fig-
ure 2 depicts racial differences in household 
wealth between black and white children by 
showing the striking overdispersion of black 
households with near-zero net worth relative to 
white households.

Table 1. Descriptive Statistics 

Mean/Proportion
Standard  
Deviation

Child body mass index (BMI) (kg/m2) 20.85 (6.05)
Child BMI age-specific z-score 0.09 (0.93)
Household wealth (US$; median) 29,922.56 (138,057.51)
House value (US$; median) 102,932.4 (1,042,752.69)
Home equity (US$; median) 13,601.17 (116,149.21)
Total debt (US$; median) 680.06 (24,850.84)
Total stocks (among households who own stocks; US$; median) 16,378.95 (214,002.23)
Checking and savings value (US$; median) 13,146.43 (47,598.8)
Other assets (US$; median) 3,538.44 (214,668.29)
Owns home (1 = yes) 0.69 ()
Owns any stocks (1 = yes) 0.28 ()
Parenting strain (range: 17) 2.26 (0.77)
Economic strain (range: 115) 0.96 (1.66)
Education spending (dollars) 1,894.38 (5,376.24)
Physical activity (minutes per week) 138.68 (88.1)
Fruit and vegetable consumption (number of  

times ate fruit or vegetables in last week)
8.98 (3.46)

Sleep (hours per night) 8.52 (1.71)
Child age (years) 11.51 (4.13)
Child gender (1 = male) 0.52 ()
Child birth order (mean) 1.58 (0.83)
Child race (1 = black) 0.18 ()
Family structure (proportion married parents) 0.75 ()
Maternal education (1 = BA+) 0.25 ()
Child insured (1 = yes) 0.89 ()
Family income (US$; median) 36,032.39 (41,946.75)
Person-years 5,411
Unique children 2,271

Source: Authors’ tabulation.
Note: Household income and all wealth measures are inflation adjusted (2017 dollars); n = 2,271; 5,411 
person-years.
*p < .05; **p < .01; ***p < .001
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Results from longitudinal mixed-effects con-
tinuous BMI models are in table 2. Results from 
models using the age-specific BMI z-score out-
come were substantively similar to those using 
the continuous BMI measure (see table A1). 
Model 1 is a basic model that includes all co-
variates except the wealth measures. Aside 
from child race and age, the other measures of 
household sociodemographic context included 
in model 1—including family structure, mater-
nal education, household income, and insur-
ance status—are not associated with child BMI. 
Model 2 builds on model 1 by including total 
household wealth and reveals that household 
wealth is negatively associated with child BMI 
(–0.35, p < .05), net of other indicators of house-
hold SES including household income and ma-
ternal education. We document a similar asso-
ciation in model 2 of table A1, where total 
wealth is negatively associated with age-specific 
BMI z-score (–0.07, p < .01). Together, results 
from model 2 show that household wealth is 
associated with child BMI and obesity risk, net 
of other important dimensions of household 

socioeconomic status. In model 3, we disaggre-
gate the total wealth measure into continuous 
measures of various wealth components, in-
cluding home equity, stocks, checking and sav-
ings, other assets, and wealth. Results in table 
2 and table A1 indicate that home equity is as-
sociated with child BMI (–0.27, p < .05) and age-
specific BMI z-score (–0.05, p < .01). We find no 
significant associations between debt, stocks, 
checking and savings, or other assets and the 
outcomes. In model 4, we build on model 1 by 
adjusting for homeownership. We find no as-
sociation between the dichotomous measure 
of homeownership and child BMI or obesity 
risk. Finally, in model 5, we build on model 1 by 
adjusting for home value and find no associa-
tion between home value and child BMI or obe-
sity risk.

Results of the parametric g-formula media-
tion analyses are presented in table 3. In these 
models, we decompose the disparity in average 
adolescent BMI between respondents at –1 
standard deviation (SD) below mean household 
wealth and +1 SD above the mean. We estimate 

Source: Authors’ tabulation based on the PSID.
Note: Household wealth is operationalized as total net worth (assets minus debts), inflation adjusted to 
2017 dollars, adjusted for family size, and truncated between $150,000 and $500,000. 

Figure 2. Black-White Disparities in Household Wealth Among Child Households (PSID, 1997–2013)
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the total direct contribution of household 
wealth to the adolescent BMI disparity as well 
as the contributions of our time-varying mech-
anisms (including the stress, behavioral, and 
spending measures) to the BMI disparity. 
Model 1 of table 3 shows results of the continu-
ous BMI models, and model 2 shows results of 
the age-specific BMI z-score models.

Consistent with results from table 2 and ta-
ble A1, results in models 1 and 2 of table 3 show 
that household wealth is strongly associated 
with adolescent BMI, as indicated by the pa-
rameter estimate of the total effect (model 1: 
–1.39, p < .01; model 2: –0.25, p < .01). For both 
outcomes, the majority of the estimated total 
effect of wealth on the adolescent BMI dispar-
ity operates directly (77 percent for continuous 
BMI in model 1 and 79 percent for BMI z-score 
in model 2). Together, these estimates indicate 
that most of the association of household 
wealth exposures across childhood and adoles-
cence on adolescent BMI is not accounted for 
by our stress, spending, and behavioral mecha-
nisms. Results from table 3 indicate that 
roughly 20 percent of the effect of household 
wealth operates indirectly through the hypoth-
esized mechanisms. In particular, familial eco-
nomic strain is a key indirect pathway linking 
household wealth to adolescent BMI (7 and 6 
percent of the total wealth effect in models 1 
and 2, respectively). Household wealth also op-
erates indirectly through education spending, 

with 9 and 7 percent of the total effect of wealth 
on the adolescent BMI and obesity risk ex-
plained by household spending on education-
related expenses, respectively. Importantly, re-
sults from models 1 and 2 provide little evidence 
that child health behaviors (exercise, diet, or 
sleep) mediate the association between house-
hold wealth and child BMI.

Discussion
A large and growing body of research links 
wealth and adult health (Boen, Keister, and Ar-
onson 2020; Boen and Yang 2016). Still, despite 
slow rates of wealth accumulation and growing 
wealth inequality among households with chil-
dren (Gibson-Davis and Percheski 2018), little 
is known about whether or how household 
wealth shapes child health. In particular, we 
know little from research about how household 
wealth and child BMI are related. Given that 
BMI is a critical indicator of child health and 
well-being that has implications for health and 
other outcomes across the life course, this gap 
is particularly salient. Merging rich, longitudi-
nal data from the CDS, TAS, and the main file 
of the PSID, this study is among the first to ex-
amine the association between household 
wealth and childhood BMI and to assess the 
direct and indirect pathways linking wealth to 
child BMI and obesity risk.

This study makes three key contributions to 
the literatures on wealth and child BMI. First, 

Table 3. Mediation Results: Parametric G-Formula

Model 1 Model 2

Coef. SE Explained Coef. SE Explained

Total effect 1.39 (0.61) ** 100% 0.25 (0.09) ** 100%
Direct effect 1.08 (0.61) * 77 0.20 (0.09) ** 79
Indirect, parenting strain 0.06 (0.09) 5 0.01 (0.02) 6
Indirect, economic strain 0.09 (0.06) * 7 0.02 (0.01) * 6
Indirect, education spending 0.13 (0.10) + 9 0.02 (0.02) + 7
Indirect, exercise minutes 0.05 (0.08) 4 0.01 (0.01) 3
Indirect, fruit or vegetable days 0.02 (0.08) 1 0.00 (0.02) 1
Indirect, sleep hours 0.01 (0.04) 0 0.00 (0.00) 0

Source: Authors’ tabulation based on the PSID.
Note: Results of parametric g-formula decomposition showing average difference in BMI (model 1: continuous 
BMI; model 2: age standardized BMI z-score) for children ages thirteen through seventeen with family wealth at 
+1 SD versus 1 SD; n = 2,271; 5,411 person-years. 
+p < .10; *p < .05; **p < .01
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our study shows that household wealth is an 
important—yet largely understudied—corre-
late of child BMI, net of other indicators of fam-
ily social and economic context, including ma-
ternal education, household income, child 
health insurance status, and parental marital 
status. Results shown in model 2 of table 2 and 
table A1 demonstrate that household wealth is 
negatively associated with child BMI and obe-
sity risk, such that increases in household 
wealth are associated with lower childhood 
BMIs and BMI z-scores. In table 3, results sim-
ilarly show a strong total cumulative effect of 
household wealth on BMI and obesity risk in 
adolescence. Studies across disciplines provide 
evidence of a socioeconomic gradient in child 
health (Larson and Halfon 2010; Martinson and 
Reichman 2016), but little research to date has 
assessed the role of wealth in child health in-
equality. Findings from this study suggest that, 
net of widely used indicators of household SES 
such as income and parental education, wealth 
provides health protections to children in ways 
that shape trajectories of health across child-
hood and adolescence. Given that childhood 
BMI has been positively associated with prema-
ture morbidity and mortality in adulthood 
(Park et al. 2012; Reilly et al. 2003), our findings 
on the robust links between wealth and child 
BMI indicate that childhood wealth exposures 
may play a critical role in shaping life course 
patterns of population health inequality.

Second, our results show that total house-
hold wealth is an essential correlate of child 
BMI that is largely consistent across the com-
ponents of net worth. That is, the association 
between the various assets and debts that make 
up total net worth are generally associated with 
childhood BMI in consistent ways. One poten-
tial exception is that home equity is negatively 
associated with child BMI. Home equity may 
affect child health directly by shaping familial 
financial security, but it may also relate to 
health indirectly by serving as a proxy for un-
measured indicators of social status such as 
homeownership or school or neighborhood 
quality. Still, results from models 4 and 5 of ta-
ble 2 and table A1 suggest that homeownership 
and home value—which are perhaps better 
proxies of neighborhood context than home eq-
uity—were not associated with child BMI. Still, 

results also showed that none of the other 
wealth measures—including debt, stocks, 
checking and savings, and other assets—is as-
sociated with child BMI. Although research on 
adults shows that the components of wealth 
relate to health in different ways (Boen, Keister, 
and Aronson 2020), they do not for childhood 
BMI. It is possible that though children are 
largely unaware of any particular dimension of 
their household finances, the overall status of 
their family’s financial stability and well-
being—as captured by measures of total net 
worth—holds great bearing on their day-to-day 
lives in ways that matter for health. Altogether, 
findings from this study point to the important 
but largely understudied role of household 
wealth in shaping the emergence and diver-
gence of child health disparities.

Third, findings from this study offer new ev-
idence of the mechanisms linking household 
wealth to childhood BMI. Assessing and param-
eterizing the links between household wealth 
and child health presents tremendous empiri-
cal challenges in part because of the difficulties 
related to properly accounting for the complex 
interplay between time-varying confounding 
and mediation. As shown in figure 1, we use the 
recently developed g-formula simulation to 
model the pathways through which household 
wealth affects child BMI directly as well as how 
its impacts might accumulate and manifest vis-
à-vis other time-varying characteristics across 
childhood. Results from table 3 show that 
household wealth contributes to child BMI and 
obesity risk both directly and indirectly in sev-
eral ways. In particular, results from the para-
metric g-formula analyses show that household 
wealth relates to child BMI over time by shap-
ing parental economic strain and patterning 
household spending on education. We hypoth-
esized that family stress would be an important 
indirect mechanism linking household wealth 
to child health. Research indicates that parents 
and caregivers under high levels of economic 
stress need to expend tremendous time and en-
ergy to managing the many social, emotional, 
and financial challenges associated with having 
few financial resources. In addition to shaping 
parental behavior, high levels of familial eco-
nomic strain may also affect child BMI directly 
by chronically up-regulating physiological 
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stress response systems in ways that promote 
weight gain and the redistribution of bodily fat 
stores (Scott, Melhorn, and Sakai 2012). Our re-
sults show that parental economic stress ac-
counted for 7 percent and 6 percent of the as-
sociation between household wealth and BMI 
and BMI z-score, respectively.

We also find that household wealth shaped 
BMI in childhood and adolescence by affecting 
household spending on education. Preliminary 
analyses also included other household con-
sumption mechanisms, including spending on 
housing, childcare, and health spending, but 
none was significantly related to child BMI. 
Households with more wealth have more capi-
tal to invest in their children’s education in 
ways that could shape child BMI through a va-
riety of human capital (for example, increased 
knowledge, self-efficacy) and environmental 
exposure (healthier food options, opportuni-
ties for physical activity) pathways that we are 
unable to examine here but offer opportunities 
for future research.

Perhaps surprisingly, results in table 3 show 
that none of the hypothesized child behavioral 
mechanisms links household wealth to child 
health. Although health behaviors such as diet 
and physical activity garner much attention in 
policy and intervention discussions related to 
the childhood obesity epidemic, our results 
show that these behavioral factors do not help 
explain the wealth gradient in child BMI. In-
stead, results show that most of the association 
between household wealth and child BMI was 
unaccounted for by our mechanisms, including 
the indicators of stress, spending, and child 
health behaviors. These findings suggest that 
future research should continue to theorize 
and empirically test how household wealth 
shapes family life in ways that matter for child 
health and well-being, including how other 

meso-level environmental factors and indica-
tors—such as school quality and neighborhood 
context—might undergird the links between 
wealth and child health. Future research should 
also consider the factors that can buffer against 
the health-harming effects of low wealth among 
children.

Taken together, this study provides new 
knowledge of the role of wealth inequality in 
producing population health disparities begin-
ning early in the life course. Our findings add 
to the large and growing body of research show-
ing strong, prospective associations between 
wealth and health that extend to the early life 
period. The results demonstrate that the wealth 
gradient in health emerges early in the life 
course, long before individuals begin to accu-
mulate their own assets and debts. Levels of 
wealth inequality are particularly stark among 
child households in the United States (Gibson-
Davis and Hill 2021, this issue; Gibson-Davis 
and Percheski 2018), and the findings presented 
here show that this inequality greatly affects the 
development and divergence of health dispari-
ties among America’s children. Future research 
should build on the findings presented here to 
consider how long-term trajectories of house-
hold wealth shape child health. Given stark ra-
cial differences in household wealth, our find-
ings also suggest that wealth inequality likely 
also plays an essential role in the early-life 
emergence and intergenerational and historical 
persistence of racial health inequities. Findings 
from this project support the call for policy and 
intervention efforts to focus on building wealth 
among households with children as a way to 
promote child health equity. Efforts aimed at 
building and redistributing wealth are not 
solely economic in nature; wealth policies are 
health policies with important consequences 
for the health and well-being of children.
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One of the most consistent findings in the so-
cial science literature on wealth is that wealth 
is unequally distributed by race, to the disad-
vantage of Blacks and Hispanics relative to 
Whites (Conley 1999; Darity et al. 2018; Gittle-
man and Wolff 2004; Killewald and Bryan 2018; 
Killewald, Pfeffer, and Schachner 2017; Oliver 
and Shapiro 2006; Smith 1995; Taylor et al. 
2011). Racial wealth gaps are vastly larger than 
racial income gaps, and racial wealth gaps have 
markedly increased over the same time period 
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that racial income gaps have remained rela-
tively stable (Percheski and Gibson-Davis 2020; 
Wolff 2017). Moreover, racial inequalities in 
other aspects of socioeconomic status (SES), 
such as income and educational attainment, 
do not fully account for racial disparities in 
wealth. Wealth is one measure of the multigen-
erational and structural nature of racial in-
equality (Brown 2016; Conley 1999; Herring and 
Henderson 2016; Oliver and Shapiro 2006), 
which a single generation’s socioeconomic at-
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tainments, regardless of how elite or hard-won, 
often cannot fully erase. Recent policy discus-
sions have also called attention to racial wealth 
gaps. In 2019, multiple candidates for president 
offered plans to reduce them, including facili-
tating homeownership for families of color and 
“baby bonds” (Astor 2019). In the tumultuous 
year of 2020, renewed calls for racial justice in 
many domains of social, economic, political, 
and cultural life also highlighted the issue.

Household wealth is correlated with chil-
dren’s academic, behavioral, health, and other 
outcomes (Destin 2013; Hällsten and Pfeffer 
2017; Shanks 2007; see also, from this issue, 
Boen, Keister, and Graetz 2021; Gibson-Davis 
and Hill 2021; Nepomnyaschy et al. 2021; Miller 
et al. 2021). As Christina Gibson-Davis and 
Heather Hill outline in the introduction to this 
issue, wealth provides child households with 
resources, security, and class status. Wealth fa-
cilitates parents’ time and money investments 
in children, contributes to parents’ sense of fi-
nancial well-being, raises future expectations 
for children in areas such as schooling, and 
lowers parental stress. The ways that wealth al-
lows parents to purchase school and neighbor-
hood quality for children—which Gibson-Davis 
and Hill describe as a secondary mechanism of 
wealth effects on child development—are espe-
cially salient here, given our focus in this article 
on children’s math and reading achievement. 
Racial disparities in wealth mean that, relative 
to White children, Black and Hispanic children 
are less likely to benefit from these processes. 
Further, because wealth is distinct from in-
come—and unequally distributed by race, net 
of income—Black and Hispanic children re-
main less likely to fully benefit from these pro-
cesses even if their parents have the same in-
come as Whites.

An existing research stream has investigated 
relationships between race, wealth, and chil-
dren’s school achievement and related out-
comes, such as grade retention. This work has 
often assessed the extent to which average ra-
cial disparities in wealth account for average 
racial gaps in these outcomes, with wealth en-
tered into statistical models after a number of 
other explanatory factors (Easton-Brooks and 
Davis 2007; Kaushal and Nepomnyaschy 2009; 
Orr 2003; Yeung and Conley 2008). This re-

search finds that racial wealth disparities may 
slightly mediate racial gaps in achievement, but 
wealth accounts for a small share of achieve-
ment gaps in these studies.

In this study, we contribute to the literature 
on race, wealth, and children’s achievement by 
analyzing the math and reading achievement 
of White, Black, and Hispanic children whose 
parents have the same wealth (net worth). We 
make these comparisons at the 25th, 50th, and 
75th percentiles of net worth to capture poten-
tial variation in patterns of interest across the 
wealth distribution. Analyses examine the ex-
tent to which White, Black, and Hispanic chil-
dren whose parents have the same position in 
the wealth distribution have comparable 
achievement trajectories and comparable ac-
cess to resources for their academic develop-
ment. To our knowledge, ours is the first study 
in the literature on race, wealth, and children’s 
achievement to leverage same-wealth compar-
isons in these ways.

If we do find such racial achievement gaps 
between same-wealth children, it would mean 
that wealth, at least when measured as parental 
net worth, still does not fully capture racial dif-
ferences in children’s developmental opportu-
nities—indicating the need to search out racial 
differences between same-wealth families in 
other factors relevant to children’s achieve-
ment. To this end, we assess potential racial 
differences between same-wealth White, Black, 
and Hispanic families in two areas: (1) family 
demographic and developmental context char-
acteristics and (2) asset and debt composition 
of net worth portfolios. Both domains include 
characteristics of families and households that 
link parental wealth to children’s development 
(see Gibson-Davis and Hill 2021, this issue). The 
latter analysis investigates the possibility that 
Black, Hispanic, and White households reach 
a given position in the wealth distribution by 
different pathways. We interpret such differ-
ences as due to racially unequal exposure to his-
torical and contemporary structural con-
straints on certain types of wealth accumulation, 
such as persistent racial discrimination in the 
mortgage and housing market (see, for exam-
ple, Quillian, Lee, and Honoré 2020). Research 
on race and wealth has leveraged structural per-
spectives to understand the factors that con-
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tribute to racial differences in wealth, to the 
disadvantage of Blacks and Hispanics relative 
to Whites (Brown 2016; Herring and Henderson 
2016; Keister 2000). Here, we extend this logic 
to understand potential racial variation in the 
pathways that households with children take 
to attain the same wealth levels and these 
routes’ potential implications for children’s de-
velopmental opportunities.

We investigate these possibilities using data 
from the children of the National Longitudinal 
Survey of Youth 1979 cohort (C-NLSY), spanning 
from 1986 through 2014. When merged with 
children’s mothers’ records from the original 
NLSY79, the data provide fine-grained, longitu-
dinal information on family financial circum-
stances. This includes summary parental net 
worth measures and detailed measures of spe-
cific categories of assets and debts, many other 
measures of children’s family demographic 
characteristics and developmental contexts, 
and children’s math and reading achievement 
scores. The original NLSY79 sampling frame’s 
racial diversity allows us to track potential dif-
ferences between Whites, Blacks, and Hispan-
ics. We arrange the data into a child-age panel 
and use multilevel growth curve modeling tech-
niques to analyze trends of interest for children 
age five through fourteen.

Background
Racial disparities in wealth are large and per-
sistent (Conley 1999; Darity et al. 2018; Gittle-
man and Wolff 2004; Killewald and Bryan 2018; 
Killewald, Pfeffer, and Schachner 2017; Oliver 
and Shapiro 2006; Smith 1995; Taylor et al. 
2011). They have also grown in recent years 
given the Great Recession’s (2007–2009) ra-
cially unequal impact on wealth portfolios. Al-
though Blacks, Whites, and Hispanics all lost 
wealth during this period, Blacks’ and His
panics’ wealth declined disproportionately, 
and Whites and Hispanics (but not Blacks) 
have recovered much of their losses (Percheski 
and Gibson-Davis 2020; Taylor et al. 2011;  
Wolff 2017). In 2004, median Black net worth 
($15,000) was less than 10 percent of median 
White net worth ($150,000). By 2016, median 
Black net worth ($3,400) was just over 2.4 per-
cent of median White net worth ($140,500) 
(Wolff 2017). The Hispanic-White gap in me-

dian wealth has remained relatively flat over 
this period, due to both groups losing wealth 
around the Great Recession yet being able to 
recover. In both 2004 and 2016, Hispanic me-
dian wealth was approximately one-twentieth 
that of median White wealth. Wealth gaps 
between Whites, Blacks, and Hispanics also 
persist net of socioeconomic status (SES)  
characteristics such as income (Darity et al. 
2018; Smith 1995) and educational attainment 
(Meschede et al. 2017).

Recent studies have also investigated wealth 
disparities among households with resident 
children, our study’s target population 
(Gibson-Davis and Percheski 2018; Percheski 
and Gibson-Davis 2020). This work demon-
strates that wealth inequality’s magnitude and 
over-time trend differs between households 
with and without resident children, including 
when it comes to racial wealth gaps. Relative 
to the Black-White wealth gap among house-
holds without children, that among child 
households was already larger in the early 
2000s and increasing before the Great Reces-
sion (Percheski and Gibson-Davis 2020). By 
2016, Black households with children held one 
cent of wealth per dollar of White wealth, rela-
tive to eight cents per dollar among house-
holds without resident children. In contrast, 
among Hispanics, the two gaps followed simi-
lar trends until the 2013 to 2016 period, when 
Hispanic child households made gains relative 
to their White peers but Hispanic childless 
households did not; by 2016, Hispanic house-
holds with children held eight cents of wealth 
per dollar of White wealth, relative to two cents 
per White dollar among households without 
resident children (Percheski and Gibson-Davis 
2020).

Many scholars have interpreted racial differ-
ences in wealth as primarily due to manifesta-
tions of race’s multigenerational and structural 
influence across various domains of social, eco-
nomic, and political life (see Bonilla-Silva 1997). 
These processes disadvantage Blacks and His-
panics and advantage Whites, with both advan-
tages and disadvantages compounding across 
generations. Cedric Herring and Loren Hender-
son (2016) summarize this interpretation of 
wealth gaps as focused on racial discrimination 
and unequal opportunity in three interrelated 
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markets—labor, credit, and housing. In the la-
bor market, audit studies have demonstrated 
that discrimination hampers Blacks and His-
panics’ labor-market participation and types of 
jobs they are offered relative to Whites who 
have comparable human and social capital 
backgrounds, such as equal educational attain-
ment (Gaddis 2015; Pager, Western, and Boni-
kowski 2009). These labor-market processes 
contribute to racial income gaps that leave 
Blacks and Hispanics with, on average, less 
money than Whites to save or invest. In the 
credit market, among other instances of un-
equal opportunity, Blacks and Hispanics face 
discrimination in obtaining loans for small 
businesses, a potential way to build wealth 
(Blanchflower, Levine, and Zimmerman 2003; 
Cavalluzzo and Cavalluzzo 1998). In the housing 
market, Blacks and Hispanics also have com-
paratively lower rates of homeownership than 
Whites, and, among owners, lower wealth re-
turns to their properties (see Killewald 2013), 
attributable in part to racial discrimination in 
mortgages and housing that disadvantages 
Blacks and Hispanics relative to Whites (Quil-
lian, Lee, and Honoré 2020).

Other structural processes that do not fall 
as neatly within the three markets typology also 
contribute to racial disparities in wealth. One 
of many consequences of multigenerational 
wealth inequality in families is that, even 
among those who are well off, Blacks and His-
panics are more likely than similarly advan-
taged Whites to provide financial support to 
less well-off kin (Heflin and Pattillo 2006), and 
these processes have been found to contribute 
to the Black-White wealth gap (O’Brien 2012). 
Racial disparities in the likelihood of having an 
incarcerated family member, to the disadvan-
tage of Blacks relative to Whites, also contrib-
ute to Black-White wealth gaps (Sykes and Ma-
roto 2016). Black and Hispanic children are 
more likely than White children to grow up in 
single parent households (McLanahan and 
Percheski 2008), implying the possibility that 
Black and Hispanic fathers may be more likely 
than White fathers to have unsecured debt in 
the form of child support arrears, which de-
crease wealth and are negatively correlated with 
children’s socioemotional outcomes (see 
Nepomnyaschy et al. 2021, this issue).

Race, Wealth, and Children’s Achievement
A number of studies have investigated wealth’s 
role in Black-White and Hispanic-White gaps 
in children’s K–12 educational outcomes. This 
work has often assessed the extent to which av-
erage racial disparities in wealth account for 
average racial gaps in these outcomes, net of a 
number of other explanatory factors, including 
parental SES characteristics such as education 
and income (Easton-Brooks and Davis 2007; 
Kaushal and Nepomnyaschy 2009; Orr 2003; 
Yeung and Conley 2008). On balance, this work 
indicates that racial wealth disparities may 
slightly mediate racial gaps in achievement, as 
well as related outcomes like grade retention. 
However, the share of racial gaps that wealth 
accounts for in these studies is small.

Studies by Jean Yeung and Dalton Conley 
(2008) and Amy Orr (2003) exemplify this ap-
proach and its results using data on math and 
reading achievement from children in a similar 
age range to our sample. Using data from the 
Panel Study of Income Dynamics on children 
between the ages of three and twelve, Yeung 
and Conley find that significant Black-White 
gaps in children’s reading and math scores 
were fully accounted for by background char-
acteristics including parental education, occu-
pation, and income, and grandparent’s educa-
tion, which they entered into statistical models 
before wealth. Despite Black-White achieve-
ment gaps being explained prior to the entry of 
wealth variables, Yeung and Conley find that, 
net of other variables, some forms of wealth 
had significant effects on children’s achieve-
ment at the conditional mean, with liquid and 
income-producing assets, such as stocks and 
mutual funds, being particularly beneficial and 
debts being detrimental, particularly for the 
math scores of the older age group (six through 
twelve) in their sample. Orr came to a similar 
group of conclusions using data from the Na-
tional Longitudinal Survey of Youth 1979 Chil-
dren and Young Adult Study (C-NLSY), a data 
set covering children born to women in the Na-
tional Longitudinal Study of Youth 1979 cohort 
(NLSY79). In analyses of math scores of chil-
dren aged five through fourteen, background 
characteristics entered into statistical models 
prior to wealth largely explained the Black-
White math gap; wealth did little to further ex-
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plain the gap; and income-producing assets 
were positively and significantly associated 
with children’s achievement at the conditional 
mean, net of many other covariates, but non-
income-producing assets (homes and vehicles) 
were not.

We contribute to the literature on race, 
wealth, and children’s achievement by shifting 
the axis of comparison to racial achievement 
gaps between children whose parents have the 
same wealth. Whereas previous research in this 
area has often considered parental wealth after 
a host of other factors, we foreground wealth 
by comparing the achievement of White, Black, 
and Hispanic children whose parents have low, 
middle, and high wealth. Our comparisons are 
motivated by the observation that disparities 
in wealth by race are one of the most stubborn 
vestiges of multigenerational and structural ra-
cial inequality. Thus, it seems reasonable to as-
sume that White, Black, and Hispanic children 
whose parents have the same or a similar posi-
tion in the wealth distribution will have rela-
tively comparable access to resources for their 
academic development and, as a result, rela-
tively comparable achievement.

However, if we do find racial achievement 
gaps between same-wealth children, it would 
mean that wealth, at least when measured as 
parental net worth, still does not fully capture 
racial differences in children’s developmental 
opportunities—indicating the need to search 
out racial differences between same-wealth 
families in other factors relevant to children’s 
achievement. To this end, we first assess racial 
differences at our three focal wealth levels in a 
set of family demographic characteristics and 
measures of children’s developmental contexts. 
These variables operationalize a number of the 
hypothesized mechanisms for household 
wealth’s effects on children’s outcomes that 
Gibson-Davis and Hill outline in the introduc-
tion—particularly resources, class status, paren-
tal stress, and parental warmth and sensitivity.

The NLSY data we use contain measures of 
parental net worth (our primary measure of 
wealth), as well as detailed variables for the as-
set and debt components that make up net 
worth. This information allows us to subse-
quently investigate the extent to which there 
are racial differences in same-net-worth fami-

lies’ asset and debt portfolios. Such differences 
may also contribute to racial achievement gaps 
between children whose parents have the same 
wealth. As reviewed, liquid and income-
producing assets are positively correlated with 
children’s achievement (Orr 2003; Yeung and 
Conley 2008), net of other factors. Both Orr 
(2003, see table 1) and Yeung and Conley (2008, 
see table 1) find that, on average, Blacks have 
substantially fewer or lower levels of these types 
of assets than Whites (see also Keister 2000). It 
is less clear how such differences will play out 
in same-wealth comparisons, and those stud-
ies’ samples did not include Hispanics. How-
ever, it is possible that Blacks’ and Hispanics’ 
wealth portfolios contain fewer of these types 
of assets than those of same-wealth Whites.

If, at a given level of net worth, Blacks and 
Hispanics have fewer assets than Whites, it 
would imply that they also have fewer debts. 
Yeung and Conley (2008) find that, on average, 
Whites were almost twice as likely as Blacks to 
have debt (a summary measure of all debts 
other than mortgages) and held almost three 
times as much of it, although this debt was neg-
atively correlated with children’s achievement, 
net of other factors. The same caveats noted 
above apply to how those trends could be borne 
out in our analyses. Further, the distinction be-
tween good and bad debt (see Gibson-Davis and 
Hill 2021, this issue, figure 4) is also relevant. 
Certain types of debt may, under ideal (non-
predatory) circumstances, aid children’s devel-
opment. Mortgage debt, for example, could al-
low a family to reside in a high-quality public 
school’s catchment area that they otherwise 
would not be able to access.

This Study
To summarize, racial disparities in wealth are 
vast and long-standing. Black and Hispanic 
children are substantially less likely than White 
children to reap the child development benefits 
of parental wealth. A number of studies have 
investigated the extent to which racial differ-
ences in parental wealth account for average 
racial achievement gaps. However, we are not 
aware of any that have investigated racial 
achievement gaps between children whose par-
ents have the same wealth. In this study, we 
track the achievement trajectories, from age 
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1. We do not use children’s scores on the PIAT reading comprehension test, also available in the C-NLSY data. 
Children had to have a high enough score on the reading recognition test to take the reading comprehension 
test, resulting in small samples of children younger than seven (see National Longitudinal Surveys n.d.). From 
age seven to fourteen, reading recognition results are substantively similar to those we present for reading 
recognition.

2. The survey’s definition of a family includes those related to the respondent by blood, marriage, or adoption. 
These variables, therefore, do not capture assets and debts of cohabiting partners who are not married to the 
mother.

five to fourteen, of White, Black, and Hispanic 
children whose parents have low (25th percen-
tile), middle (50th percentile), and high (75th 
percentile) wealth. We also descriptively assess 
two sets of potential explanations for any racial 
achievement gaps between same-wealth chil-
dren. To do so, we investigate racial differences 
between same-wealth families in characteris-
tics of families (mechanisms of wealth’s influ-
ence on child development) and their finances 
(financial portfolio composition).

Data and Methods
Data for this study come from the National Lon-
gitudinal Survey of Youth 1979 Children and 
Young Adult study (C-NLSY) (Center for Human 
Resource Research 2009). The study is spon-
sored by the Bureau of Labor Statistics and con-
ducted by the Center for Human Resource Re-
search at the Ohio State University and NORC 
at the University of Chicago. C-NLSY is made 
up of data on children born to the women in 
the original NLSY79 cohort (see Center for Hu-
man Resource Research 2001). In the NLSY79’s 
base year of 1979, data were collected from a 
nationally representative sample of 12,686 re-
spondents between the ages of fourteen and 
twenty-two (born between 1957 and 1965). 
NLSY79 respondents were interviewed annually 
from the base year through 1994, and in even 
years since then. Beginning in 1986, NLSY be-
gan collecting data on children born to these 
women, with interviews and assessments oc-
curring every two years.

We restructured the C-NLSY data into a 
child-age record, drawing on all available out-
come and explanatory variable observations for 
children when they were between the ages of 
five and fourteen. We did not use multiple im-
putation because most children had a nonmiss-
ing observation on our variables of interest in 
at least one survey wave between those ages. We 

adjusted standard errors for the study’s complex 
sampling design. When weighted, the C-NLSY 
data are representative of children born to the 
NLSY79’s representative sample of women.

Variables
Our outcome variables are children’s Peabody 
Individual Achievement Test (PIAT) math and 
reading recognition assessment scores from 
age five through fourteen (for more informa-
tion on these tests’ psychometric properties 
and administration procedures, see National 
Longitudinal Surveys n.d.).1 The math assess-
ment tested skills ranging from number recog-
nition to geometry. The reading recognition as-
sessment primarily tested children’s ability to 
read aloud words that ranged in difficulty from 
the preschool to the high school levels (essen-
tially an oral reading exam). We use children’s 
age-adjusted percentile scores on these assess-
ments.

We measure families’ wealth with the NL-
SY’s variable for total family net wealth (assets 
minus debts). We take this variable from chil-
dren’s mothers’ NLSY79 records, which we 
merge onto their children’s C-NLSY records.2 
NLSY created the total net wealth variable 
based on respondents’ answers to a detailed 
battery of questions about the family’s assets 
and debts. The categories of assets and debts 
are home value; mortgages and other residen-
tial debt; value of farm, business, or real estate; 
debts of farm, business, or real estate; debt of 
vehicles; value of stocks, bonds, or mutual 
funds; value of CDs; value of trusts; value of 
IRAs; value of 401ks and 403bs; value of cash 
savings; value of other assets such as jewelry 
and collections; and value of all other debts 
such as credit cards and student loans. This 
information is available in NLSY79 survey 
waves from 1985 to 1990, 1992 to 2000, 2004, 
2008, 2012, and 2016. In some years, wealth is 
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3. We also tested other functional forms of the relationship between wealth percentile and the achievement 
outcomes. On balance, fit statistics favored the linear specification (see table A1).

top-coded at $50,000. In these years, we multi-
plied top-coded values by 1.33. We capture fam-
ilies’ positions in the wealth distribution using 
(child) age-specific wealth percentiles, based 
on the distribution of households with children 
and adjusted for family size. We enter this vari-
able into our models as average percentile 
across the years when a child was between the 
ages of five and fourteen. Some of our analyses 
also use information on specific categories of 
the assets and debts used to calculate net 
wealth. Our analyses of families’ economic sit-
uations also draw on the separate variable for 
total net family income based on income from 
the past calendar year, available in all NLSY79 
survey waves.

Other explanatory variables include family 
demographic characteristics and children’s de-
velopmental contexts, which we measure with 
variables used in previous studies that have 
used the C-NLSY data to investigate relation-
ships between these factors and children’s de-
velopmental outcomes (see, for example, Carl-
son and Corcoran 2001). These variables are 
child’s age, birth order, gender, and birth 
weight (low or not); whether their father lives 
in the household; number of children in the 
household; HOME (Home Observation Mea-
surement of the Environment) score; and 
mother’s age at the child’s birth, years of edu-
cation, CES-D score (a measure of depressive 
symptoms), Pearlin Mastery Score, and Armed 
Forces Qualifying Test score.

Analytic Strategy
Our analysis proceeds in two stages. First, we 
assess potential racial differences in the rela-
tionship between parental wealth and chil-
dren’s achievement with multilevel growth 
curve models. In these models, years (in age, 
five through fourteen) are nested within chil-
dren. The model includes a three-way interac-
tion of race (a vector containing indicator vari-
ables for whether a child is White, Black, or 
Hispanic), average wealth percentile, and 
child’s age. We model the functional form of 
the relationship between wealth and children’s 
achievement as linear, following previous re-

search (Hällsten and Pfeffer 2017).3 We generate 
predictions based on this model, using Stata’s 
margins command, of the math and reading 
recognition percentile scores of White, Black, 
and Hispanic children across the parental 
wealth distribution as they age from five to 
fourteen.

Second, we provide a set of descriptive anal-
yses to assess potential racial differences, net 
of wealth, in families’ demographic and finan-
cial characteristics. We do so by predicting, at 
the 25th, 50th, and 75th percentiles of average 
wealth, Whites’, Blacks’, and Hispanics’ means 
on variables for family demographic character-
istics and other aspects of children’s develop-
mental contexts and a subset of the assets and 
debts used to calculate net wealth, plus family 
income. These predictions come from regres-
sion models that successively use each variable 
(averaged, child age five through fourteen) as 
the outcome and regress it on an interaction of 
race and average wealth percentile. We treat the 
asset and debt variables as percentiles to deal 
with inflation and related issues. Descriptive 
statistics for assets and debts, therefore, pro-
vide families’ ranks in the distributions of 
those holdings.

Results
Figure 1 presents histograms, by race, of wealth 
percentile, averaged across the years when a 
child was between the ages of five and fourteen. 
Predictably, relative to White families, Black 
and Hispanic families are more likely to be 
found toward the bottom of the wealth distri-
bution and less likely to be found toward the 
top. The large spikes in Blacks’ and Hispanics’ 
wealth percentile distributions are due to re-
ports of $0 net wealth. In results presented later 
in this article, relative to Whites, standard er-
rors of estimates for Blacks and Hispanics in-
crease by a greater magnitude as net worth per-
centile increases. This is one of our modeling 
strategy’s desirable properties because it re-
flects uncertainty based on differential cover-
age, by race, of families at various points in the 
wealth distribution.

Figure 2 shows side-by-side box plots of the 
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Source: Authors’ tabulations based on NLSY and C-NLSY.
Note: Wealth adjusted for square root of household size. Results weighted using the C-NLSY child 
sampling weight.

Figure 1. Histograms of Wealth Percentiles
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Note: Wealth adjusted for square root of household size. Results weighted using the C-NLSY child 
sampling weight.

Figure 2. Box Plots of Wealth Percentiles by Race Relative to Overall Wealth Percentile
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25th, 50th, and 75th wealth percentiles, by race, 
with the overall (all races) wealth percentiles on 
the y-axis. The figure provides additional context 
for our results by showing where households at 
the 25th, 50th, and 75th percentiles of the overall 
wealth distribution fall in their own race’s in-
come distribution. For example, Black and His-
panic households at the 50th percentile of the 
overall wealth distribution fall, respectively, at 
the 75th and 60th percentiles of their own-race 
wealth distributions. Readers should keep these 

distributions in mind when considering the re-
sults that follow, particularly at relatively high 
wealth percentiles, where few Hispanic and even 
fewer Black families are found. For the remain-
der of the study, all results are based on the 
overall (all races) wealth percentiles.

Race, Parental Net Worth, and Children’s 
Math and Reading Achievement
Table 1 shows predicted test scores, by race, for 
a child whose parents are at 25th, 50th, and 75th 

Table 1. Predicted Math, Reading Recognition, and Reading Comprehension Scores

Test Subject and Wealth Percentile
Percentile Scores,  

Age Five
Percentile Scores,  

Age Fourteen

Gap Change Age  
Five to Fourteen,  

in Percentiles

Math
25th percentile

White 47.26 49.38 —
Black 39.26*** 35.68*** 5.70
Hispanic 38.80*** 39.62*** 1.30

50th percentile
White 53.92 57.54 —
Black 44.85*** 43.08*** 5.39
Hispanic 44.23*** 46.87*** 0.98

75th percentile
White 60.59 65.69 —
Black 50.44*** 50.49*** 5.05
Hispanic 49.66*** 54.13*** 0.63

Reading recognition
25th percentile

White 55.24 51.73 —
Black 55.14 37.93*** 13.70
Hispanic 47.11*** 47.12* –3.52

50th percentile
White 61.24 59.38 —
Black 61.46 44.84*** 14.76
Hispanic 54.06*** 53.95*** –1.75

75th percentile
White 67.23 67.02 —
Black 67.79 51.76*** 15.82
Hispanic 61.01*** 60.77*** 0.03

Source: Authors’ tabulation based on NLSY and CNLSY.
Note: Predictions are based on multilevel growth curve models (see model 1 for each subject in table 
A2). Numbers of observations: math (31,717 observations, 8,513 children); reading recognition (31,591 
observations, 8,504 children). Gap change is the difference, in percentiles, between the gap at age five 
and the gap at age fourteen. Significance tests are relative to same-wealth-percentile Whites, based on 
robust standard errors (not shown).
*p < .05; **p < .01; ***p < .001
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percentiles of the wealth distribution, at ages 
five and fourteen. Table A2 provides the coef-
ficients from the multilevel growth curve mod-
els on which these predictions are based. Fig-
ure 3 (math) and figure 4 (reading recognition) 

depict results at the 50th wealth percentile, 
across all ages from five through fourteen. Two 
key trends emerge from these results. First, 
Black and Hispanic children often have signif-
icantly lower math and reading scores than 

Source: Authors’ tabulations based on NLSY and C-NLSY.

Figure 3. Predictions on Math, 50th Wealth Percentile
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Source: Authors’ tabulations based on NLSY and C-NLSY.

Figure 4. Predictions on Reading, 50th Wealth Percentile
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same-wealth White children at age five, the age 
typically associated with the start of formal 
schooling in kindergarten. However, these pat-
terns vary systematically by test subject and ra-
cial group. In math, both Black and Hispanic 
children’s scores lag behind those of same-
wealth Whites. Although all three groups’ 
scores predictably increase as parental wealth 
increases, a gap of approximately one decile in 
the achievement distribution is visible at all 
three focal percentiles (p < .001 for all compar-
isons). For example, at the median of the pa-
rental wealth distribution, White children’s 
math scores are at the 54th percentile, and 
Black and Hispanic children’s scores are both 
near the 44th percentile. In reading recogni-
tion, Black children’s scores at age five are sta-
tistically indistinguishable from those of 
same-wealth Whites, but Hispanics’ scores are 
significantly below those of same-wealth 
Whites at all three focal percentiles. For exam-
ple, median-wealth Black and White children 
have reading recognition scores at the 62nd 
percentile (difference NS), while same-wealth 
Hispanic children’s scores are at the 54th per-
centile (p < .001 versus Whites).

Second, achievement differences between 
same-wealth White, Black, and Hispanic chil-
dren change as children age from five to four-
teen, but these gap changes are much larger 
and more deleterious for Blacks than for His-
panics. In math, Black-White gaps between 
same-wealth children grow by approximately 5 
achievement percentiles at each wealth percen-
tile; Hispanic-White gaps grow by no more 
than 1 achievement percentile. These patterns 
are even more striking in reading recognition. 
In that subject, the Black-White gap grows by 
between 14 and 16 percentiles. Hispanic-White 
gaps, in contrast, remain stable (75th wealth 
percentile) or decrease by up to 4 achievement 
percentiles (25th wealth percentile). Together, 
these patterns serve to maintain the substan-
tive and statistical significance of Black-White 
and Hispanic-White achievement gaps be-
tween same-wealth children in the compari-
sons where we observed them at age five, and 
they create newly significant gaps where we did 
not (Black-White comparisons in reading rec-
ognition).

Race, Parental Net Worth, and 
Family Characteristics
Racial gaps in achievement trajectories be-
tween same-wealth children raise the question 
of the extent to which there are measurable dif-
ferences between same-wealth White, Black, 
and Hispanic families that may help account 
for the gaps. Here, we focus descriptively on 
two related explanatory domains where we may 
uncover racial variation, net of wealth—fami-
lies and their finances. For the first, we assess 
Black-White and Hispanic-White differences 
between same-wealth families in measures of 
family demographic characteristics and other 
aspects of children’s developmental contexts. 
Table 2 provides these descriptive results for 
the 25th, 50th, and 75th percentiles of average 
wealth across the years when the child was age 
five through fourteen.

Across the wealth distribution, Black and 
Hispanic families often have significantly dif-
ferent profiles on this set of variables, com-
pared to same-wealth Whites. Notably, these 
differences are not always to the disadvantage 
of families of color. At the 25th and 50th per-
centiles of average wealth, Hispanic (but not 
Black) mothers have later ages at childbirth 
than same-wealth White mothers (p < .05 for 
both), and this difference is more than one year 
at the 25th wealth percentile. At these wealth 
levels, therefore, Hispanic children are more 
likely than White children to benefit from the 
positive developmental correlates of later ma-
ternal age (Duncan, Kalil, and Ziol-Guest 2017; 
Lopez Turley 2003).

The majority of the other racial differences 
between same-wealth families that we observe, 
however, are to Blacks’ and Hispanics’ disad-
vantage relative to same-wealth Whites, accord-
ing to research about the factors’ relationships 
to children’s development. For example, at each 
wealth percentile, Blacks (but not Hispanics) 
spend a significantly lower proportion of years 
between the ages of five and fourteen with a 
father present in the household than same-
wealth Whites. At the 25th wealth percentile, 
Blacks’ figure is less than one-quarter of this 
period, relative to just under half for same-
wealth Whites (p < .001). Blacks’ and Whites’ 
proportions both increase with parental wealth. 
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Table 2. Family Demographic and Child Developmental Context Characteristics, by Race and Wealth 
(Average Percentile, Child Age Five to Fourteen)

Variable

White
Mean or 

Proportion

Black
Mean or 

Proportion

Hispanic
Mean or 

Proportion

25th percentile
Mother’s age at child’s birth 24.34 25.13 25.44*
Child was first born 0.42 0.25*** 0.27***
Child’s birthweight is low 0.09 0.12 0.08
Average number of children in the household 2.23 2.72*** 2.91***
Proportion years father present in the household 0.46 0.22*** 0.42
Average mother’s years of schooling 11.56 11.83 10.54***
Mother’s armed forces qualifying test score 40.56 18.58*** 16.97***
Mother’s CES-D score 6.80 6.19 6.81
Mother’s Pearlin Mastery score 18.43 20.47*** 19.38
Average HOME observation and measurement score 40.49 26.43*** 29.53***
Child is female 0.51 0.51 0.45

50th percentile
Mother’s age at child’s birth 26.31 26.58 26.96*
Child was first born 0.42 0.29*** 0.30***
Child’s birthweight is low 0.07 0.11** 0.07
Average number of children in the household 2.33 2.57*** 2.76***
Proportion years father present in the household 0.62 0.44*** 0.60
Average mother’s years of schooling 12.56 12.76 11.49***
Mother’s armed forces qualifying test score 49.35 25.65*** 26.41***
Mother’s CES-D score 5.65 5.34 5.65
Mother’s Pearlin Mastery score 19.79 21.14*** 20.29
Average HOME observation and measurement score 49.80 36.74*** 39.83***
Child is female 0.50 0.49 0.47

75th percentile
Mother’s age at child’s birth 28.28 28.04 28.48
Child was first born 0.42 0.34** 0.34**
Child’s birthweight is low 0.05 0.09* 0.06
Average number of children in the household 2.44 2.41 2.61*
Proportion years father present in the household 0.78 0.67*** 0.77
Average mother’s years of schooling 13.55 13.70 12.43***
Mother’s armed forces qualifying test score 58.15 32.71*** 35.85***
Mother’s CES-D score 4.50 4.50 4.50
Mother’s Pearlin Mastery score 21.15 21.82 21.19
Average HOME observation and measurement score 59.11 47.05*** 50.13***
Child is female 0.49 0.47 0.49
Maximum number of observations 5,444 3,206 2,219

Source: Authors’ tabulations based on NLSY79 and C-NLSY.
Note: Omitted groups for categorical variables are: child was not first born, child’s birthweight was not 
low, child is male. Significance tests are relative to same-wealth-percentile Whites, based on robust 
standard errors (not shown).
*p < .05; **p < .01; ***p < .001



r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

	 a l l  w e a l t h  i s  n o t  c r e a t e d  e q u a l 	 11 3

But, at the 75th wealth percentile, Blacks still 
lag behind same-wealth Whites on this mea-
sure. White children at that wealth level spend 
more than three-quarters of their years from 
five through fourteen with a father present, ver-
sus just over two-thirds for same-wealth Black 
children (p < .001). These patterns imply that, 
relative to same-wealth Whites, Black children 
are significantly less likely to reap two-parent 
family structure’s positive effects on math and 
reading achievement (Carlson and Corcoran 
2001). Also notable at each wealth level are 
Blacks’ and Hispanics’ significant disadvan-
tages relative to same-wealth Whites on HOME 
scores, a measure of the quality of children’s 
home environment, and Hispanics’ (but not 
Blacks’) significant disadvantages relative to 
same-wealth Whites in maternal education, of 
approximately one year at each wealth level. 
The latter difference indicates that Hispanic 
children are less likely than same-wealth White 
children to reap the developmental benefits of 
maternal education (McLanahan 2004).

In supplemental analyses (not shown) we 
conducted a counterfactual exercise that pre-
dicted Blacks’ and Hispanics’ math and reading 
achievement scores at age five if they had the 
same family demographic characteristics and 
developmental context characteristics as same-
wealth Whites. We obtained these predictions 
by reestimating the growth curve models in-
cluding all of the family variables as covariates 
and repredicting Blacks and Hispanics’ scores 
using the means for same-wealth Whites that 
we obtained in table 2. In math, adjusted Black-
White and Hispanic-White gaps between same-
wealth children remained significant in most 
comparisons (with the exception of the 
Hispanic-White gap at the 25th wealth percen-
tile), but Black-White gaps were reduced by ap-
proximately 60 percent, and Hispanic-White 
gaps by between 53 and 70 percent. In reading, 
adjusting for these factors resulted in substan-
tively large and statistically significant net 
Black advantages relative to same-wealth 
Whites, of around 5 achievement percentiles in 
each comparison, and fully accounted for 
Hispanic-White gaps. Therefore, racial varia-
tion in demographic and developmental con-
text characteristics, net of wealth, plays a con-

siderable role in racial achievement gaps 
between Black, Hispanic, and White children 
observed at age five.

Race, Parental Net Worth, and 
Family Financial Portfolios
These racial differences in family demographic 
and developmental context characteristics also 
bring forward an important puzzle about 
wealth itself. Why do we observe these differ-
ences, often to the disadvantage of families and 
children of color, net of wealth, considered to 
be one of the most enduring vestiges of multi-
generational and structural racial disadvan-
tage?

Table 3 presents one candidate solution for 
this puzzle. It shows descriptive statistics for 
selected components of net worth, by race, at 
the 25th, 50th, and 75th wealth percentiles. 
These descriptive statistics reveal systematic 
distinctions in how White, Black, and Hispanic 
families have attained positions at the 25th, 
50th, and 75th wealth percentiles. Table 3 
shows that these distinctions result in substan-
tively large and statistically significant racial 
differences in families’ financial portfolios at a 
given level of wealth. Moreover, these racial dif-
ferences vary in magnitude and significance 
across the wealth distribution.

At the 25th wealth percentile, Blacks (10 per-
cent) and Hispanics (12 percent) are less than 
half as likely as same-wealth Whites to own res-
idential property, among whom about 25 per-
cent of families are property owners (p < .001 
for both comparisons). However, among those 
who own, there are statistically insignificant ra-
cial differences in the market value of proper-
ties or in debt on the property. Holdings of 
other assets and debts also differed by race at 
this wealth level. Both Blacks and Hispanics 
were approximately half as likely as Whites to 
have any money assets, such as savings ac-
counts, and three-quarters as likely to have 
other assets worth more than $500, such as jew-
elry or collections (all differences significant at 
p < .01 or lower). But, among holders of those 
assets, differences in their values were again 
not significant.

Families at the 25th wealth percentile also 
differed by race in their exposure to other debt. 
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Table 3. Descriptive Statistics for Selected Components of Net Worth, Plus Income, by Race and Net 
Worth (Average Percentile, Child Age Five to Fourteen)

Variable

White  
Mean or 

Proportion

Black 
 Mean or 

Proportion

Hispanic 
 Mean or 

Proportion

25th percentile
Own residential property? 0.25 0.10*** 0.12***
Market value of owned residential property percentile 19.91 22.83 17.94
Amount of mortgages and back taxes owed on 

residential property percentile
40.49 34.32 36.58

Any money assets (savings account)? 0.53 0.27*** 0.27***
Amount of money assets percentile 20.17 22.86 24.08
Own any other assets worth more than $500? 0.39 0.32** 0.28***
Market value of assets worth more than $500 percentile 29.82 28.50 25.10
Any other debt more than $500? 0.55 0.31*** 0.34***
Amount of other debt more than $500 percentile 54.03 43.04*** 42.50***
Household income percentile 40.11 29.33*** 29.84***

50th percentile
Own residential property? 0.51 0.40*** 0.44***
Market value of owned residential property percentile 38.99 36.93 38.18
Amount of mortgages and back taxes owed on 

residential property percentile
48.15 42.13** 46.55

Any money assets (savings account)? 0.69 0.53*** 0.51***
Amount of money assets percentile 39.39 39.15 40.59
Own any other assets worth more than $500? 0.59 0.57 0.51***
Market value of assets worth more than $500 percentile 44.05 42.98 41.42
Any other debt more than $500? 0.48 0.36*** 0.37***
Amount of other debt more than $500 percentile 53.24 45.78*** 47.01***
Household income percentile 54.95 47.93*** 47.60***

75th percentile
Own residential property? 0.78 0.70*** 0.75
Market value of owned residential property percentile 58.07 51.04*** 58.42
Amount of mortgages and back taxes owed on 

residential property percentile
55.82 49.95** 56.53

Any money assets (savings account)? 0.85 0.79*** 0.74***
Amount of money assets percentile 58.62 55.44* 57.10
Own any other assets worth more than $500? 0.79 0.83 0.74
Market value of assets worth more than $500 percentile 58.28 57.46 57.74
Any other debt more than $500? 0.40 0.41 0.40
Amount of other debt more than $500 percentile 52.45 48.53 51.52
Household income percentile 69.80 66.54* 65.36***
Maximum number of observations 4,650 3,020 2,104

Source: Authors’ tabulation based on NLSY79 and C-NLSY.
Note: Significance tests are relative to same-wealth-percentile Whites, based on robust standard errors 
(not shown).
*p < .05; **p < .01; ***p < .001
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Blacks (31 percent) and Hispanics (34 percent) 
were both significantly less likely than their 
White counterparts (55 percent) to report other 
debts more than $500. Further, among those 
holding this debt, Blacks and Hispanics held 
significantly less than Whites: Blacks and His-
panics were just above the 40th percentile, 
whereas Whites were a decile higher in the dis-
tribution, above the median (p < .001 for both 
comparisons). This category of debt conflates 
types of debt like credit card debt, potentially 
“bad debt,” and educational debt, potentially 
“good debt.” Therefore, relative to Whites, 
Blacks and Hispanics may be less exposed to 
bad debt at this wealth level. However, these 
figures may also signal racial disparities, to the 
disadvantage of families of color, in access to 
good debt.

Many of these racial differences persisted at 
the median of the wealth distribution, along-
side predictable changes in groups’ means and 
proportions as wealth increases. Notably, 
Whites’, Blacks’, and Hispanics’ figures for 
other debt more than $500 were similar at the 
25th and 50th wealth percentiles. Using Blacks 
as an example, supplemental tests (not shown) 
reveal that the proportion of Blacks reporting 
this type of debt is significantly higher at the 
median of the wealth distribution (36 percent) 
than at the 25th percentile (31 percent, p < .01 
for comparison), but the amount of debt held 
is not significantly different (46th percentile at 
the median versus 43rd percentile at the 25th 
wealth percentile). It is possible that, at the me-
dian of the wealth distribution, this type of debt 
includes a higher proportion of educational 
and other productive debt.

Patterns are more distinct at the 75th wealth 
percentile. At this wealth level, Blacks (70 per-
cent), but not Hispanics (75 percent) are sig-
nificantly less likely to own residential property 
than Whites (78 percent, p < .001 for Black-
White comparison). Further, at this wealth 
level, Blacks’ residential property has signifi-
cantly lower value than Whites’ (51st percentile 
for Blacks versus 58th percentile for Whites, p 
< .001), a candidate explanation for their sig-
nificantly lower level of mortgages and back 
taxes owed (50th percentile for Blacks versus 
56th percentile for Whites, p < .01). Blacks and 
Hispanics continue to be significantly less 

likely than same-wealth Whites to have money 
assets. However, in a trend not observed at the 
25th or 50th wealth percentiles, Blacks’ amount 
of such assets among holders was significantly 
lower than Whites’ (55th percentile versus 59th 
percentile, p < .05). We also do not observe ra-
cial differences in other debt more than $500 
at this highest focal wealth level. It remains 
that, relative to other financial variables, pro-
portions of families reporting such debt and 
the amount of it among those who have it both 
change much less across the wealth distribu-
tion.

Table 3 also shows the household income 
percentiles of Whites, Blacks, and Hispanics at 
the three focal wealth percentiles. Income is 
distinct from wealth and generally not consid-
ered a part of net worth (see Gibson-Davis and 
Hill 2021, this issue). However, it is a related 
aspect of families’ financial situations that has 
strong correlations with the developmental en-
vironments families are able to provide for chil-
dren (Bassok et al. 2016; Kalil et al. 2016), as well 
as children’s math and reading achievement 
outcomes in early childhood and beyond (Rear-
don 2011; Reardon and Portilla 2016). As the 
table shows, income is another measure where 
Blacks and Hispanics are disadvantaged rela-
tive to same-wealth Whites. At each of the three 
focal wealth levels, both groups of color report 
significantly lower household incomes than 
same-wealth Whites.

As was true for family characteristics, these 
analyses make clear that, even at the same level 
of wealth, the circumstances of same-wealth 
White, Black, and Hispanic families differ sig-
nificantly in ways that matter for children’s 
achievement. In regard to the financial vari-
ables in table 3, Whites, Blacks, and Hispanics 
attain the same positions in the wealth distri-
bution but by different pathways. Relative to 
same-wealth Whites, Blacks and Hispanics of-
ten have significantly fewer assets and signifi-
cantly fewer debts. The asset side of the ledger 
includes lower holdings of the liquid assets that 
research shows are positively correlated with 
children’s achievement net of a host of other 
factors (Orr 2003; Yeung and Conley 2008).

On the debt side of the ledger, Blacks and 
Hispanics were significantly less likely than 
same-wealth Whites to own homes in many 
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comparisons, and Blacks (but not Hispanics) 
often had significantly lower levels of mort-
gage debt. Blacks at the 75th wealth percentile 
also owned homes of significantly lower value 
than same-wealth Whites. We interpret these 
findings in light of persistent anti-Black and 
anti-Hispanic discrimination in mortgages 
and housing. As Lincoln Quillian, John Lee, 
and Brandon Honoré (2020) show in a meta-
analysis of previous research from 1976 through 
2016, including experimental audits, Blacks 
and Hispanics continue to face discrimination 
relative to Whites in housing market out-
comes, such as the number of units they are 
shown, as well as mortgage market outcomes, 
such as loan approval and mortgage cost. This 
work and other studies have pointed to hous-
ing’s role in Black-White and Hispanic-White 
wealth gaps (Killewald and Bryan 2016). Here 
we show that racial differences remain in hous-
ing characteristics among households that 
have the same net worth. Larger Black-White 
than Hispanic-White differences in some com-
parisons, such as property value among fami-
lies at the 75th wealth percentile, are consis-
tent with findings that some forms of housing 
discrimination have more negative impacts on 
Blacks than on Hispanics (Quillian, Lee, and 
Honoré 2020).

Our focus on children’s achievement calls 
attention to these patterns’ implications for the 
Black-White and Hispanic-White achievement 
gaps between children with same-wealth par-
ents that we have documented above (see table 
1, figures 3 and 4). Lower rates of homeowner-
ship and lower home values among owners sig-
nal that, at a given wealth level, Black and His-
panic families may live in less socioeconomically 
advantaged neighborhoods than Whites, po-
tentially resulting in fewer developmental op-
portunities from neighborhoods and schools. 
Income differences between Black, Hispanic, 
and White families who have the same net 
worth—to Blacks’ and Hispanics’ disadvan-
tage—also provide evidence in favor of such a 
process. Previous work has demonstrated cor-
relations between parental income and neigh-
borhood and school characteristics, with impli-
cations for children’s achievement (Owens 
2018).

Discussion and Conclusion
Using data from the NLSY79 and C-NLSY, we 
investigated possible differences in the achieve-
ment trajectories, from age five through four-
teen, of White, Black, and Hispanic children 
whose parents have the same wealth, measured 
as average net worth over the years when the 
child was in this age range. We also explored 
two sets of explanations for any such differ-
ences, guided by an explanatory framework 
holding that there may be racial differences, 
net of wealth, in (1) families’ demographic and 
developmental context characteristics and (2) 
their financial portfolios, both of which re-
search links to children’s achievement.

Our study brings three main findings for-
ward. First, across the distribution of parental 
wealth, Black and Hispanic children often have 
significantly worse math and reading scores 
than same-wealth Whites by age five, and these 
disparities often increase through age four-
teen, particularly for Black-White compari-
sons. Second, racial differences are clear be-
tween same-wealth families, often to the 
disadvantage of families of color, in family de-
mographic and developmental context charac-
teristics—measures of some of the mecha-
nisms through which household wealth is 
related to children’s development (see Gibson-
Davis and Hill 2021, this issue). Third, at a 
given level of net worth, relative to same-wealth 
Whites, Black and Hispanic families often have 
significantly fewer assets and significantly 
fewer debts. On the asset side of the ledger, 
such racial differences included Blacks and 
Hispanics having lower holdings of the liquid 
assets that research demonstrates are posi-
tively correlated with children’s achievement 
net of a host of other factors (Orr 2003; Yeung 
and Conley 2008). On the debt side, relative to 
Whites, Blacks and Hispanics were often less 
likely to own homes, and among owners Blacks 
had lower property values than Whites at the 
75th wealth percentile. These patterns could 
mean that, relative to same-wealth Whites, 
Blacks and Hispanics have less access to devel-
opmentally advantageous school and neigh-
borhood contexts.

We interpret racial variation in financial 
portfolios at a given level of net worth as struc-
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tured by opportunities and constraints that dis-
advantage Blacks and Hispanics and advantage 
Whites. These include, but are not limited to, 
historical and contemporary discrimination 
and inequality in three key markets for wealth 
accumulation—labor, credit, and housing (Her-
ring and Henderson 2016). Research on racial 
disparities in wealth demonstrates how, for ex-
ample, unequal asset ownership (Keister 2000) 
and housing and mortgage discrimination 
(Quillian, Lee, and Honoré 2020) contribute to 
racially disparate opportunities for families to 
build wealth. We show some differences con-
sistent with these patterns among Black, His-
panic, and White families who reach the same 
point in the wealth distribution. As a summary 
measure of parental wealth, net worth may ob-
scure systematic racial disparities in access to 
assets, such as savings accounts, and debts, 
such as mortgages, that may garner access to 
socioeconomically advantaged neighborhoods, 
which could be beneficial for children’s achieve-
ment. We believe the analytic vantage point of 
same-wealth comparisons holds considerable 
value for future research on race and wealth in 
a number of areas beyond its implications for 
children’s achievement, which has been our fo-
cus here.

These findings and their implications 
should be considered in light of the study’s 
limitations. First, we observed children’s 
achievement beginning at age five, toward the 
conclusion of the early childhood period, 
when developmental trajectories are particu-

larly sensitive to inputs, including those re-
lated to household wealth. Measures from 
birth through age five would contribute to bet-
ter understanding of the processes that result 
in racial achievement gaps, to the disadvan-
tage of children of color relative to same-
wealth Whites, in math and reading achieve-
ment by age five. Second, the C-NLSY data 
leave us unable to investigate possible racial 
differences between same-wealth families in 
school and neighborhood contexts. Schools, 
neighborhoods, and the peers children en-
counter in them are all key mechanisms of the 
relationship between household wealth and 
children’s developmental outcomes (see 
Gibson-Davis and Hill 2021, this issue). We also 
lack data on instances of discrimination and 
inequality that Black and Hispanic students 
may encounter within schools. These could de-
press Black and Hispanic children’s achieve-
ment relative to that of same-wealth Whites, 
including within socioeconomically advan-
taged and racially integrated schools and dis-
tricts, that is, net of the potential differences 
in school quality just discussed (see Ispa-
Landa and Conwell 2015; Keels, Durkee, and 
Hope 2017; Lewis-McCoy 2014; Lewis and Dia-
mond 2015). Further, relative to the family 
characteristics we assess, school and neighbor-
hoods influences on children’s development 
increase as they age (see Chase-Landsdale et 
al. 1997), making them highly relevant to chil-
dren’s achievement trajectories from age five 
through fourteen.

Table A1. Fit Statistics for Alternative Specifications of Wealth in Multilevel Growth Curve Models

N df BIC

Math
Wealth 31,717 17 285,061.5
Wealth + wealth-squared 31,717 23 285,019.5
Wealth + wealth-squared + wealth-cubed 31,717 29 285,069.5

Reading recognition
Wealth 31,591 17 279,640.8
Wealth + wealth-squared 31,591 23 279,655.1
Wealth + wealth-squared + wealth-cubed 31,591 29 279,697

Source: Authors’ tabulation based on NLSY79 and C-NLSY.
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goods and assets to which a family has access. 
Research has linked family wealth with various 
domains of child well-being, and these accu-
mulated resources may have both direct and 
indirect benefits for children (Elliott, Destin, 
and Friedline 2011; Grinstein-Weiss, Shanks, 
and Beverly 2014; Shanks 2007; Moulton et al. 
2020; Conwell and Ye 2021, this issue; Boen, 
Keister, and Graetz 2021, this issue; Miller et al. 
2021, this issue).

Parental Debt and Child Well-
Being: What Type of Debt 
Matters for Child Outcomes?
Lenna Nepomn yaschy ,  Allison Dw yer Emory ,  K asey J. 
Eick meyer,  M aureen R.  Waller,  a nd Da niel P.  Miller

Wealth inequality in the United States has increased tremendously over the last several decades and has 
potentially serious repercussions for disparities in child well-being. Household debt, a key component of 
wealth, may also play a role in such disparities. In this study, we explore the associations of parents’ unse-
cured debt with children’s socioemotional well-being. Using data from the Fragile Families and Child Well-
being Study, we compare the associations of mothers’ unsecured household debt, fathers’ unsecured house-
hold debt, and fathers’ child support arrears with socioemotional outcomes among nine- and fifteen-year-old 
children who have a nonresident father. We find robust evidence that nonresident fathers’ child support ar-
rears, but not other types of parental household debt, are associated with worse outcomes and that these 
associations become stronger as children age.

Keywords: parental debt, child support arrears, child well-being, adolescent well-being, nonresident 
fathers

Wealth inequality in the United States, particu-
larly among families with children, has in-
creased tremendously over the last several de-
cades and has potentially serious repercussions 
for socioeconomic and racial-ethnic disparities 
in child well-being (Pfeffer and Schoeni 2016; 
Yeung and Conley 2008; Gibson-Davis and 
Percheski 2018; Pfeffer and Waitkus 2021, this 
issue; Gibson-Davis and Hill 2021, this issue). 
Family wealth is the stock of accumulated 
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One important factor contributing to in-
creasing wealth inequality is the growing accu-
mulation of debt by low-income families (Carr 
and Jayadev 2015; Gibson-Davis and Percheski 
2018; Saez and Zucman 2016). For these fami-
lies, debt has increased in response to a series 
of economic changes over the last several de-
cades, including stagnating wages, rising costs 
of housing, child care, education, and health 
care (Mishel, Gould, and Bivens 2015), and eas-
ier access to credit (Rona-Tas and Guseva 2018), 
often on subprime terms (Fourcade and Healy 
2013). Although the debt of all households in 
the United States has increased, inequality in 
debt holdings is growing, based on the types of 
debt accrued and the terms under which that 
debt is owed (Foote, Loewenstein, and Willen 
2016; Rona-Tas and Guseva 2018; Conwell and 
Ye 2021, this issue). This inequality mirrors 
growing disparities in wealth that, in turn, have 
important implications for growing disparities 
in economic security among families (Dwyer 
2018) and potentially for children’s well-being.

Research on the negative consequences of 
debt for debt-holders and their children has of-
ten focused on unsecured debt, which is not 
tied to any form of collateral, such as a home 
or car. Unsecured debt is more often shoul-
dered by lower-income and otherwise disad-
vantaged groups (Dwyer 2018; Saez and Zucman 
2016; Houle 2014). Although some types of debt 
can benefit children and their families (Gibson-
Davis and Hill 2021, this issue), parents’ unse-
cured debt may be more likely to signal eco-
nomic distress, which is detrimental to 
children. One type of unsecured debt rarely 
considered in this body of work is child support 
arrears owed by parents (most often fathers) 
who have a nonresident child. These arrears in-
clude unpaid child support as well as interest, 
fees, and costs that can be added to the original 
obligation (Turetsky and Waller 2020). Like 
other forms of unsecured debt, child support 
arrears have grown substantially over the past 
several decades (Office of Child Support En-
forcement 2018) and are largely owed by non-
resident fathers whose income levels are very 
low (Sorensen, Sousa, and Schaner 2007).

Fathers who fall behind on child support of-
ten face legal, economic, and social sanctions, 
including suspension of drivers’ licenses, pub-

lic shaming, and incarceration. A growing body 
of research suggests that child support debt 
leads to lower employment and compliance 
with child support orders, less involvement 
with children, and worse mental health among 
nonresident fathers (McLeod and Gottlieb 2018; 
Miller and Mincy 2012; Link and Roman 2017; 
Turner and Waller 2016; Cancian, Heinrich, and 
Chung 2013; Um 2019). Thus, it is likely that 
child support arrears may be a particularly 
harmful form of debt for children. No study, 
however, has examined the association of child 
support arrears with child outcomes, or how 
child support arrears compare (or work in con-
cert) with other forms of parental household 
debt to affect child well-being.

In this study, we examine the associations 
of unsecured parental debt—including both 
household debt and child support arrears—
with socioemotional outcomes among a na-
tional sample of urban children who have a 
nonresident father. Given the adverse effects of 
unsecured debt documented in the existing lit-
erature, and that half of U.S. children will live 
apart from their biological fathers (Kennedy 
and Bumpass 2008), we focus our analysis on 
three types of unsecured debt that may have 
implications for the well-being of many U.S. 
children. Using longitudinal data, we model 
the associations of mothers’ household debt, 
nonresident fathers’ household debt, and non-
resident fathers’ child support arrears in mid-
dle childhood with internalizing, externalizing, 
and delinquent behaviors and anxiety and de-
pression among nine- and fifteen-year-old chil-
dren.

Background
Total household debt in the United States has 
reached more than $14 trillion, surpassing the 
pre–Great Recession peak of $12.6 trillion (Fed-
eral Reserve Bank of New York 2019). Nationally, 
the largest sources of this debt include mort-
gages, auto loans, education loans, and credit 
card debt. Mortgages are the largest single 
source ($9.5 trillion) but are much more likely 
to be held by older individuals. Student loan 
debt has tripled over the last fifteen years and 
is now the second largest source—representing 
11 percent of debt ($1.5 trillion) across all bor-
rowers, but nearly 40 percent among those age 
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1. Although both mothers and fathers can be noncustodial parents of a child and have arrears, the overwhelming 
majority in the United States are men (Smock and Schwartz 2020; Office of Child Support Enforcement 2018). 
Thus, throughout this article, we consider and refer to child support arrears among fathers.

eighteen to twenty-nine. The total accumulated 
credit card debt ($930 billion) has fluctuated to 
a minor degree since 2008 but is more equally 
distributed by age of borrower (Federal Reserve 
Bank of New York 2019). The most recent data 
on family-level debt holding, which are most 
relevant to our work, are only available from the 
2016 Survey of Consumer Finances. These data 
reveal that among the 44 percent of families 
with a credit card balance, the average debt was 
$5,700. In comparison, of the 20 percent of fam-
ilies with education loans, the average amount 
was $34,000 (Bricker et al. 2017).

These national figures omit key debts 
among many lower-income families, most no-
tably legal debts associated with the criminal 
justice system and child support arrears. Sur-
veys have largely not measured the full scope 
of legal debts, though existing research indi-
cates legal fees, fines, and sanctions are wide-
spread and increasing (Harris, Evans, and Beck-
ett 2010), with serious negative implications for 
family economic security (Katzenstein and 
Waller 2015; Comfort 2016). More is known 
about the prevalence and outstanding amounts 
of child support arrears for lower-income fam-
ilies. Like student loan debt, child support ar-
rears have grown substantially over the past 
several decades to more than $118 billion, with 
the typical obligor owing about $11,020 (Office 
of Child Support Enforcement 2018). Typical 
debt calculations may thus substantially under-
count the debts held by low-SES parents, who 
are overrepresented in the group who owe ar-
rears. Omitting this key source of debt in over-
all and household-level debt calculations poses 
a serious limitation for our understanding of 
debt holding in the United States, especially 
among low-SES families.

Types of Debt
Debt is often categorized into two types: se-
cured debt, which is tied to an asset or other 
form of collateral (such as a home, business, or 
car) that can be repossessed in the case of de-
fault; and unsecured debt, which lacks such col-
lateral and typically takes the form of credit 

card debt, medical bills, student loans, legal 
fees, and other personal loans. Secured and un-
secured debt can be further classified into pro-
spective credit offers or retrospective debt ob-
ligations; and these distinctions provide 
further insight into how types of debt may con-
tribute to inequality and differentially affect 
family and child well-being (Dwyer 2018). Pro-
spective credit offers include credit cards, store 
cards, bank loans, and student loans, which 
may promote financial independence and fa-
cilitate the development of human, social, or 
economic capital (Dwyer 2018). However, such 
lines of credit are generally awarded based on 
the myriad of factors that contribute to a credit 
score (Rona-Tas and Guseva 2018) and are dis-
proportionately made available to White and 
higher-income individuals and households 
(Dwyer 2018). Retrospective debt obligations in-
clude medical debt, legal fines and fees, govern-
ment fees (such as tax penalties), past-due rent 
and utility bills, and child support debt. These 
types of debt imply punishment or accountabil-
ity for past behaviors and are disproportion-
ately borne by minority and lower-income in-
dividuals and households. Thus, because 
retrospective debt often involves legal, eco-
nomic, or social sanctions and does not facili-
tate the development of human, social, or eco-
nomic capital, it can have immediate and 
long-term impacts on child and family well-
being and contribute to disparities in out-
comes.

Child support arrears are a particularly sa-
lient debt for low-income fathers and their chil-
dren.1 Over the past forty years, the deteriorat-
ing economic prospects of many men at lower 
skill and educational levels (Ruggles 2015; Wil-
son 2011; Edin and Nelson 2013; Smeeding, Gar-
finkel, and Mincy 2011), combined with the en-
actment of a series of more stringent measures 
to collect child support payments from non-
resident fathers, contributed to a dramatic 
growth in outstanding arrears over the period 
(Sorensen, Sousa, and Schaner 2007). Notably, 
child support obligations are often set beyond 
the ability of low-income fathers to pay (Turet
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sky 2019). Courts may set child support orders 
based on imputed income if fathers do not ap-
pear in court, are unemployed, or cannot pro-
duce documentation of their income; however, 
this practice is used much more often for lower-
than higher-income fathers (Turetsky and 
Waller 2020). Moreover, it can be very difficult 
for low-income parents to modify child support 
orders when they are out of work or incarcer-
ated. Arrears typically double during periods of 
incarceration (National Council of State Legis-
latures 2019) and are three times higher among 
fathers with a history of incarceration (Dwyer 
Emory et al. 2020). In addition to unpaid sup-
port owed under the terms of a child support 
order, arrears may also include interest, fees, 
Medicaid birthing costs, and retroactive sup-
port assessed for periods before child support 
orders are established (Heinrich, Burkhardt, 
and Shager 2011; Wheaton and Sorensen 2007). 
Thus, child support arrears are both unsecured 
and retrospective debt, providing the least ben-
efit to families and potentially extracting the 
largest cost.

Historically, the majority of child support ar-
rears were owed to the government to recover 
the cost of benefits paid to families receiving 
cash assistance. As welfare caseloads have de-
clined, so has the share of arrears owed to the 
government (Sorensen 2014, 2019). Today, about 
80 percent of this debt is owed to families (Pu-
tze 2017). Nonetheless, most states continue to 
withhold child support to recover these costs. 
Moreover, most families in the child support 
system participate in some type of public as-
sistance program, and about half have incomes 
below 150 percent of the poverty line (Sorensen, 
Pashi, and Morales 2016). Thus, it is not surpris-
ing that fully 75 percent of fathers who owe ar-
rears have less than $10,000 in annual income, 
and 60 percent report no income whatsoever 
(Arthur 2018). Fathers who accrue arrears may 
be subject to punitive enforcement measures, 
such as incarceration, suspension of drivers’ 
and professional licenses, and seizure of assets 
and tax returns (Turetsky and Waller 2020), 
which are the same sanctions imposed on 
those who have legal financial obligations 
(court fines and fees) (Harris 2016). Data are 
limited on the total debt burden facing fathers 
who are behind on both child support arrears 

and fines and fees related to their criminal jus-
tice system involvement, but the cost recovery 
goals and enforcement tools in these two sys-
tems, as well as the group of low-income men 
of color who are most likely to owe both types 
of debt, clearly converge (Turetsky and Waller 
2020).

Debt and Child Well-Being
The associations between parental debt and 
child well-being, like other indicators of socio-
economic status (SES), may operate through 
parental resources or investments and through 
parental stress (Duncan, Magnuson, and 
Votruba-Drzal 2014; Magnuson and Votruba-
Drzal 2009). In addition, Christina Gibson-
Davis and Heather Hill (2021, this issue) iden-
tify two other pathways through which debt, as 
an indicator of wealth, may be conceptualized 
to affect child well-being: parents’ subjective fi-
nancial well-being and parents’ future expecta-
tions for the child. These pathways are related 
to the ways in which wealth (or the lack of 
wealth), can independently create feelings of 
security or insecurity and stability or instability 
and act as a marker of comparative social class 
and hierarchy.

As true of other measures of SES, the paren-
tal investment pathway suggests that greater 
resources allow parents to purchase goods and 
services that can promote children’s health and 
development. These investments may include 
better neighborhoods, safer housing, higher 
quality childcare, better schools, developmen-
tally rich after-school activities, toys, books, 
and more nutritious foods that all may contrib-
ute to better child outcomes (Berger, Paxson, 
and Waldfogel 2009). The parental stress path-
way suggests that constrained or scarce re-
sources in a household increase parents’ finan-
cial and emotional stress, which negatively 
affect both parents’ physical and mental health 
as well as parental warmth and sensitivity, lead-
ing to lower quality parenting and a less nurtur-
ing environment for children (Conger, Conger, 
and Martin 2010; Conger et al. 1994; Mistry et 
al. 2002).

The subjective financial well-being pathway 
reflects how parents perceive their status and 
circumstances in relation to others, their past 
experiences, and their expectations for the fu-
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ture (Vera-Toscano, Ateca-Amestoy, and 
Serrano-Del-Rosal 2006). It also illustrates how 
wealth (or lack of wealth), as a potential marker 
of constrained resources and unrealized finan-
cial independence, may reduce parents’ future 
orientation and dampen expectations for them-
selves and their children. For example, parents 
discouraged by high levels of debt may com-
municate bleaker expectations about future 
economic security, pessimism about access to 
future opportunities, or reduced life-chances 
to their children based on their current eco-
nomic situation. These pathways may be par-
ticularly salient for children’s socioemotional 
outcomes (Magnuson and Votruba-Drzal 2009; 
Gibson-Davis and Hill 2021, this issue; Miller et 
al. 2021, this issue).

Different types of debt may signal particular 
economic contexts within the household and 
operate differently to affect child outcomes 
(Conwell and Ye 2021, this issue). To the extent 
that debt constrains household resources, 
higher levels of parental debt should reduce 
both parents’ ability to provide necessities for 
their families, increase parental stress, and re-
duce subjective financial well-being and expec-
tations for children’s future. For example, ret-
rospective debt can force the reallocation of 
scarce household resources away from expen-
ditures on items that promote health and well-
being toward repayment of that debt, hindering 
families’ economic stability and ability to re-
spond to unexpected needs (Seefeldt 2015). In 
the worst cases, such debt can lead to realloca-
tion of resources away from basic necessities, 
causing utility shut-offs, food shortages 
(Brewer 2018; Chang, Chatterjee, and Kim 
2014), and evictions (Lundberg and Donnelly 
2019; Desmond 2016).

Alternatively, debt may supplement family 
resources over the short or long term or allow 
parents to make investments that contribute to 
future wealth. As noted, when kept at manage-
able levels, unsecured debt offered through 
prospective credit offers, such as credit cards 
or personal loans, can provide families access 
to resources that allow them to smooth con-
sumption during spells of unemployment or 
other negative financial shocks (Dwyer 2018; 
Seefeldt 2015; Babiarz, Widdows, and Yilmazer 
2013). This means that parents can temporarily 

provide necessities and otherwise shield chil-
dren from hardships that could affect their 
well-being. Similarly, student loan debt allows 
the borrower to accumulate human capital and 
serves as a potential investment, and these fi-
nancial obligations may be offset by returns to 
additional education or the promise of future 
returns. Although acquiring this type of debt 
may still lead to some parental stress, in this 
context it may not diminish resources to chil-
dren and may increase optimism about the fu-
ture and enhance future orientation. Taken to-
gether, this framework suggests that 
associations between unsecured household 
debt and children’s socioemotional outcomes 
may be offsetting, and thus our a priori expec-
tations are ambiguous.

Child support arrears, which are a type of 
both retrospective and unsecured debt, may af-
fect child well-being through the pathways dis-
cussed as well as through changes in father in-
volvement unique to this form of debt. As with 
other debts, arrears may reduce available 
household resources—though in different ways 
for custodial mothers and nonresident fathers. 
Evidence suggests that arrears reduce fathers’ 
motivation to secure employment because up 
to 65 percent of their earnings can be withheld, 
further constraining resources within their 
households (Link and Roman 2017; Miller and 
Mincy 2012). If arrears are owed to the state, 
they are likely to affect only fathers. On the 
other hand, if the arrears are due to both the 
mother and the state (as is most often the case), 
they are both a source of debt in the nonresi-
dent father’s household and a source of strain 
and resource deprivation in the mother’s 
household. Thus, child support debt may con-
strain the resources available to children in 
both custodial mothers’ and nonresident fa-
thers’ households.

Child support arrears may be a particularly 
harmful source of debt for parents, reducing 
subjective financial well-being as well as future 
expectations for themselves and their children. 
Beyond the debt itself, having child support ar-
rears is likely to have collateral consequences 
for fathers and their families, some of which 
can further undermine their family relation-
ships and ability to pay off these debts. Fathers 
who accrue arrears may lose their drivers’ li-
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censes, be publicly shamed through “deadbeat 
dads” billboards and websites, have wages gar-
nished at high rates, or be incarcerated for non-
payment (Office of the Inspector General 2000; 
Roberts and Vinson 2004; Turetsky 2019; 
McLeod and Gottlieb 2018). Child support ar-
rears are associated with lower employment, 
greater risk of incarceration, worse mental 
health, and lower child support payments 
among nonresident fathers (Miller and Mincy 
2012; McLeod and Gottlieb 2018; Link and Ro-
man 2017; Cancian, Heinrich, and Chung 2013; 
Um 2019). In some cases, men may be forced to 
rely on family members and partners to make 
“purge payments” on this debt to avoid imme-
diate incarceration (Katzenstein and Waller 
2015), increasing the resource strain and de-
creasing the subjective financial well-being that 
families face.

As a pathway unique to this type of debt, 
evidence suggests that child support arrears 
may also affect children by reducing nonresi-
dent fathers’ involvement with them. These 
reductions may be the result of fathers’ eco-
nomic constraints, stigma around nonpay-
ment, or weakened relationships with the 
mother due to possible conflict over support 
(Turner and Waller 2016). A robust body of re-
search indicates that various indicators of 
nonresident fathers’ involvement with chil-
dren, including engaging in activities, involve-
ment in school, providing material support, 
and close and warm relationships, are associ-
ated with improved cognitive, academic, and 
socioemotional outcomes for children 
(Nepomnyaschy, Magnuson, and Berger 2012; 
Choi 2010; Choi and Pyun 2014; Carlson and 
Magnuson 2011; Kim and Hill 2015; Adamsons 
and Johnson 2013; Miller et al. 2020; Gold, 
Edin, and Nelson 2020; Nepomnyaschy et al. 
2020). Reduced father involvement with chil-
dren is thus a distinct and potentially even 
stronger pathway through which child support 
debt may affect child well-being more than pa-
rental investment, lower subjective financial 
well-being, reduced future expectations, or in-
creased parental stress. Unlike for the other 
types of parental household debt, we expect 
the associations of arrears with children’s so-
cioemotional well-being to be unambiguously 
negative.

The Effects of Household 
Debt Liter ature
Much of the research on the effects of debt on 
well-being focuses on physical and mental 
health outcomes among adults. This body of 
work, based on nationally representative and 
smaller-scale studies in the United States and 
in other developed countries, finds fairly con-
sistent evidence that debt, particularly unse-
cured debt, is associated with worse physical 
health, including overall health, higher blood 
pressure, greater health impairment, and fore-
gone medical care (Sweet et al. 2013; Drentea 
and Lavrakas 2000; Kalousova and Burgard 
2013). A somewhat larger body of work finds 
such debt to be associated with worse mental 
health, including higher stress, anxiety, and an-
ger, and more depressive symptoms and higher 
likelihood of depression (Berger, Collins, and 
Cuesta 2016; Sweet et al. 2013; Drentea and 
Lavrakas 2000; Drentea and Reynolds 2012, 
2015; Brown, Taylor, and Wheatley Price 2005; 
Reading and Reynolds 2001). Only two studies 
examine child support debt and its effects on 
fathers’ well-being. They find that, among non-
resident fathers, arrears are associated with 
higher likelihood of substance abuse (Um 2019) 
and depression (Turner and Waller 2016; Um 
2019).

Only two studies explore the associations of 
parental debt with children’s socioemotional 
well-being, and both focus on parents’ house-
hold debts. Based on panel data from the Na-
tional Longitudinal Study of Youth 1979 (NLSY-
79), they find that parents’ unsecured debt, 
measured as credit card debt, medical debt, 
and money owed to businesses, individuals, or 
banks, but not educational debt, is associated 
with worse internalizing and externalizing be-
havior problems among children (Berger and 
Houle 2016, 2019). We are not aware of any stud-
ies exploring how child support debt compares 
with or combines with other types of parental 
debt to affect child well-being outcomes.

Expected Differences in Associations
The effects of debt on children’s socioemo-
tional well-being may differ by some individual 
and family characteristics. First, as mentioned, 
the negative effects of debt should be particu-
larly pronounced for lower-income families be-
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cause these families have higher levels of unse-
cured household debt (Rona-Tas and Guseva 
2018; Dwyer 2018) and these fathers have higher 
child support arrears (Arthur 2018; Sorensen, 
Sousa, and Schaner 2007). Thus, debt should 
be considered not just at absolute levels, but as 
the burden of debt to income. Further, because 
Black low-income men are particularly disad-
vantaged in the labor market and are at much 
greater risk of incarceration (Western and 
Wildeman 2009; Pager 2003; Pate 2016; Dwyer 
Emory et al. 2020), and because Black families 
are often saddled with debt on poor credit 
terms and may have less access to “good” types 
of debt (Dwyer 2018; Rona-Tas and Guseva 2018; 
Conwell and Ye 2021, this issue), these associa-
tions may differ by parents’ racial and ethnic 
background. Next, because boys and girls are 
likely to exhibit socioemotional problems in 
different ways (Hankin, Mermelstein, and 
Roesch 2007; Newsome et al. 2016; Rutter, 
Caspi, and Moffitt 2003), we expect possible dif-
ferences in these associations by child sex. Fi-
nally, because debt, particularly child support 
debt, may accumulate over the child’s life, and 
because older children may be more aware of 
and less shielded from family financial circum-
stances, it is possible that associations may be 
stronger for older children (Orr 2003; Miller et 
al. 2021, this issue).

Current Study
In this study, we explore the associations of pa-
rental debt with parents’ reports of children’s 
internalizing and externalizing behaviors, and 
children’s own reports of their delinquent be-
haviors and anxiety or depression. We make 
four key contributions to the literature. First, 
we focus on children with nonresident fathers, 
given that half of children will experience this 
type of family form across childhood, and chil-
dren in such families face substantial economic 
disadvantage. Second, we consider unsecured 
debt in the households of both custodial moth-
ers and nonresident fathers. Third, and most 
important, we include child support arrears ac-
crued by nonresident fathers as a distinct type 
of parental debt, not previously considered in 
this context. Fourth, we explore whether the as-
sociations of parental debt with child well-
being are present when children are roughly 

nine years old, and whether parental debt has 
effects six years later, when children are approx-
imately fifteen years old. Finally, we use both 
mothers’ reports and children’s self-reports of 
their socioemotional well-being to capture both 
perspectives and to reduce potential bias in re-
porting. In light of these contributions, we are 
able to more comprehensively consider how 
parental debt shapes child outcomes by situat-
ing child support arrears within the broader 
context of household debt, a key driver of 
wealth inequality.

Methods
We use longitudinal data from the Fragile Fam-
ilies and Child Wellbeing Study (FFCWS), 
which follows 4,898 children born in large U.S. 
cities between 1998 and 2000. The FFCWS aims 
to understand the circumstances and capabil-
ities of unmarried parents, the role of fathers, 
the well-being of children, and how larger so-
cial and environmental contexts affect such 
families (Reichman et al. 2001). Births to un-
married mothers were oversampled at a 3:1 ra-
tio, and the data are representative of such 
births in all U.S. cities with populations greater 
than two hundred thousand at that time. 
Mothers and available fathers were inter-
viewed at the time of their child’s birth and 
then followed up one, three, five, and nine 
years later. Fathers were interviewed regardless 
of whether they were living with the child and 
detailed information is available about fathers 
from mothers’ surveys, even when fathers were 
not interviewed. At the fifteen-year follow-up, 
primary caregivers, a majority of whom were 
mothers, were interviewed but fathers who 
were not primary caregivers were not surveyed. 
Children were also interviewed at the nine- 
and fifteen-year surveys. The FFCWS is notable 
for its high response rates for unmarried fa-
thers at the child’s birth (75 percent), a group 
notoriously absent from most household sur-
veys in the United States (Garfinkel, McLana-
han, and Hanson 1998). The FFCWS is also 
unique in that it is the only study in the United 
States that includes measures of parents’ 
household debt, nonresident fathers’ child 
support arrears, and children’s socioemotional 
well-being. These data are also ideal for the 
current study, because the focus on parents 
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2. The largest source of missing data was information on fathers’ household debt, as this is measured only from 
fathers’ interviews. Of the 1,788 children in our nine-year analyses, 1,004 fathers were interviewed at the nine-
year follow-up, and of those, 963 had valid information on household debt. An additional 141 cases have missing 
information on mothers’ household debt. Table A1 compares characteristics of parents in the full imputed anal-
ysis sample (based on interviewed mothers at year nine) with the complete case sample (based on interviewed 
fathers at year nine). Samples are similar on all characteristics except that interviewed fathers were more likely 
to have been married to the mother at the birth of the child than those in the more inclusive sample of interviewed 
mothers.

with nonmarital births yields a large sample 
of children with nonresident fathers in lower-
income families, who are more likely to bear 
the burden of unsecured debt and child sup-
port arrears.

Sample
This study seeks to explore the associations of 
parents’ household debt at the nine-year fol-
low-up survey with child outcomes at the nine-
 and fifteen-year follow-up surveys among chil-
dren with nonresident biological fathers. We 
are limited to measuring debt at the nine-year 
wave because this is the only wave that includes 
both mothers’ and fathers’ household debt 
amounts. Of the 4,898 families in the baseline 
sample, 3,630 (74 percent) were followed up at 
year nine. Because our focus is on children with 
nonresident fathers, we further limit the sam-
ple to children living with their biological 
mothers all or most of the time and who have 
a living nonresident biological father at year 
nine (n = 1,914). Finally, our analyses are limited 
to children with valid information on behav-
ioral outcome measures at year nine (n = 1,788) 
and at year fifteen (n = 1,780). We address all 
other item-specific missing data using full in-
formation maximum likelihood (FIML) estima-
tion in all our analyses, though findings were 
very similar when we used the more conserva-
tive approach of casewise deletion for families 
missing information on the key independent 
variables.2

Measures
For child socioemotional outcomes, we measure 
mothers’ reports of children’s internalizing 
and externalizing behaviors, and children’s 
self-reported anxiety or depression and delin-
quent behavior problems when they are ap-
proximately nine and fifteen years old. For ease 
of comparison across models, all child out-

comes are modeled as standardized measures 
(mean = 0, SD = 1) in our analyses. At years nine 
and fifteen, mothers’ reports of children’s in-
ternalizing and externalizing behaviors were 
taken from the Child Behavioral Checklist 
(CBCL), a well-regarded and widely used in-
strument for measuring problem behavior in 
children (Achenbach and Rescorla 2001). Inter-
nalizing behaviors are based on thirty-one 
items from the anxious-depressed, withdrawn, 
and somatic behavior subscales at year nine (α 
= 0.88) and eight items from the anxious-
depressed and withdrawn subscales at year fif-
teen (α = 0.72). Externalizing behaviors are 
based on thirty-six items from the aggressive 
and rule-breaking behavior subscales at year 
nine (α = 0.89) and nineteen items from these 
same subscales at year fifteen (α = 0.89). Moth-
ers were asked to report whether each item is 
not or never true (0), somewhat or sometimes 
true (1), or very or often true (2) about the 
child. Scores were averaged across the avail-
able items with a range of 0 to 2. In supple-
mentary models for these mother-reported 
outcomes, we include a measure of behavior 
at the prior wave.

Children’s self-reported socioemotional out-
comes were measured differently between the 
nine- and fifteen-year surveys. At year nine, chil-
dren’s anxiety or depression was taken from the 
Self-Description Questionnaire (SDQ) (Marsh 
1990), which measures how children get along 
with others and how they feel about school. Re-
sponses of not at all true (0) to very true (3) were 
averaged across eight items, such as: I feel sad 
a lot of the time and I worry about taking tests 
(α = 0.78). Child-reported delinquent behaviors 
were based on a list of seventeen items mod-
eled after the Things That You Have Done scale 
(Maumary-Gremaud 2000), such as ran away 
from home, and thrown rocks or bottles at peo-
ple or cars. Affirmative responses were averaged 
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3. Overall, mothers were more likely to report that fathers had any arrears and reported higher dollar amounts 
of arrears.

4. In supplementary models, we also considered absolute levels of debt, transforming reports of the raw amounts 
of debt to inverse hyperbolic sines, to account for outliers and skewness.

across these items to create a 0:1 scale repre-
senting the proportion of behaviors reported 
(α = 0.70).

At year fifteen, children’s reports of their 
anxiety were based on six selected items from 
the Brief Symptom Inventory 18 (BSI 18) (Dero-
gatis and Savitz 1999) (such as “I feel tense or 
keyed up,” or “I feel fearful”), scored as not at 
all (0) to extremely (3). Self-rated depression 
was based on five items from the Center for Ep-
idemiological Studies Depression Scale (CES-
D) (Radloff 1977) (“I feel sad,” or “I feel life is 
not worth living”), with responses reverse-
coded from strongly disagree (0) to strongly 
agree (3). Scores were averaged across these 
eleven items with a range of 0 to 3 (α = 0.85). 
Finally, children’s self-reported delinquent be-
haviors at year fifteen were modeled after the 
Add Health Wave I and Wave II In-Home Ques-
tionnaires. Possible responses to thirteen items 
(such as skipped school without an excuse, or 
taken or stolen something), were never (0), one 
or two times (1), three or four times (2), or more 
than five times (3). These scores were averaged 
across all items (α = 0.75).

For parental debt, our independent variables 
of interest include debt in the mothers’ house-
hold, debt in the nonresident fathers’ house-
hold, and nonresident fathers’ arrears. These 
are measured when children were approxi-
mately nine years old from mothers’ and fa-
thers’ interviews. Mothers and fathers were 
asked whether (and how much) they (or their 
husband, wife, or partner) had, first, credit and 
store card debt and, second, student loan debt, 
or money owed to a bank or a lender, other than 
that owed for mortgage or car. These two 
amounts were combined and, following prior 
work, top-coded at the 99th percentile of the 
sample, or approximately $100,000 for both par-
ents (Berger and Houle 2016).

Our primary contribution to research on pa-
rental debt is the consideration of nonresident 
fathers’ child support arrears as another form 
of unsecured debt. Both mothers and fathers 

were asked whether the father “has any arrears 
on the child support that he owes or is sup-
posed to pay to the mother or to the welfare 
department for unpaid monthly support or for 
reimbursing medical costs,” and the amount of 
such arrears. Mothers and fathers who reported 
that the father did not have a legal agreement 
to pay child support were not asked about ar-
rears, and these cases were coded as having no 
arrears. Of the approximately 1,200 mother-
father pairs for whom we had information on 
arrears, 78 percent agreed on whether the fa-
ther had arrears, and among those in agree-
ment, the correlation in reported amounts was 
0.68.3 Thus, to minimize measurement error 
and maximize sample size, we first took the 
maximum of child support arrears reported by 
either mothers or fathers, and then used moth-
ers’ reports if fathers’ reports were missing. A 
number of sensitivity checks for reports of fa-
thers’ arrears were conducted, including using 
mothers’ reports only, fathers’ reports only, and 
an average of mothers’ and fathers’ reports 
(rather than the maximum). The patterns of re-
sults remained unchanged.

We measure parents’ household debt and 
nonresident fathers’ arrears in several ways, in-
cluding the ratio of each type of debt to house-
hold income in the respective parent’s house-
hold and binary measures for whether debt to 
income ratios were greater than or equal to 0.25 
to indicate high debt levels for mothers’ house-
hold debt, fathers’ household debt, and fathers’ 
arrears. We also created a binary measure for 
whether mothers had any household debt, and 
a mutually exclusive categorical variable de-
scribing fathers’ joint holding of household 
debt and child support arrears: household debt 
only, arrears only, both, or neither.4

For covariates, we control for a rich set of in-
dividual and family characteristics that may 
confound the association between debt and 
child behavior. Child characteristics include 
the child’s sex (male), whether born low birth 
weight (< 2,500 grams), and age at the time of 
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5. Although the study aimed to conduct follow-up waves at nine and fifteen years after birth, children’s ages 
ranged from nine through eleven and fourteen through eighteen in the nine- and fifteen-year surveys, respec-
tively.

6. Research exploring the effects of mental health on debt accumulation is limited (Fitch et al. 2007), but is larger 
on the effects of physical health on debt (Houle and Keene 2015), and is well established on the effects of poor 
health on employment, income, wealth, and other indicators of economic well-being more broadly.

outcome (year nine or fifteen).5 Parents’ so-
ciodemographic characteristics measured at 
baseline include: whether married at child’s 
birth; both parents’ nativity; maternal race/eth-
nicity (non-Hispanic White, non-Hispanic 
Black, Hispanic, and other) and whether the 
father is of the same race-ethnicity (to reduce 
multicollinearity between parents’ demograph-
ics); maternal education (less than high school, 
high school, more than high school) and 
whether father’s education differed from 
mother; mothers’ age (in years) and father’s age 
minus mother’s age; whether the child was 
mothers’ or fathers’ first born; and whether 
Medicaid paid for child’s birth. To further con-
trol for parents’ economic capability and po-
tential selection into debt, we include indica-
tors for whether mothers and fathers met 
criteria for depression at the one-year survey, 
based on the Composite International Diagnos-
tic Interview (CIDI) (Kessler et al. 1998).6 Finally, 
we include characteristics of mothers’ and fa-
thers’ households at the nine-year survey: 
household income (logged to account for outli-
ers), whether either parent was currently living 
with a new partner, and the number of children 
in each parent’s household.

In supplementary models, we also include 
two variables that may be particularly salient 
for fathers’ accumulation of arrears but are not 
included in our main models because they 
likely lie on the causal pathway connecting fa-
thers’ child support debt and child outcomes. 
These variables include fathers’ incarceration 
between the child’s birth and the nine-year sur-
vey, and mothers’ reports of the quality of her 
relationship with him at year nine, coded as 
good (excellent, very good, good), poor (fair, 
poor), or no relationship.

Analytic Strategy
We first provide a rich descriptive portrait of 
the families in our sample, focusing on their 

overall levels of debt, the distribution of debt 
by socioeconomic status, and the degree of 
overlap between fathers with household debt 
and child support arrears. We next estimate a 
series of linear regression models to examine 
associations between each type of parental debt 
(mothers’ household debt, fathers’ household 
debt, and fathers’ arrears) and each of the four 
child outcomes (at year nine and year fifteen), 
controlling for all the variables discussed. Our 
analyses attempt to address two primary chal-
lenges that could bias results: missing data and 
potential selection of parents into debt.

First, as discussed, fathers’ household debt 
(other than arrears) is only available from fa-
thers’ interviews. A much larger proportion of 
mothers were interviewed than fathers, and the 
nonresident fathers interviewed are likely to be 
positively selected on unmeasured characteris-
tics (Teitler, Reichman, and Sprachman 2003). 
In addition, a number of covariates measuring 
fathers’ characteristics have missing infor
mation if fathers were not interviewed or if 
mothers did not know or refused to answer. We 
address these missing data problems by esti-
mating full information maximum likelihood 
models using the structural equation modeling 
suite of commands in Stata 16. Unlike multiple 
imputation, another common approach to 
missing data, FIML is a model driven approach 
that uses maximum likelihood methods to fill 
in missing values. FIML shares many assump-
tions with multiple imputation, and previous 
research suggests that the two methods yield 
comparable results (Collins 2001; Johnson and 
Young 2011). Models estimating associations 
between parental debt and children’s socio-
emotional outcomes only for the sample of in-
terviewed fathers (N = 824) yielded identical re-
sults to those in the FIML analysis sample (not 
shown). Finally, we estimate a number of ro-
bustness checks to take account of potential 
selection of parents into debt, particularly fa-
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7. We do not apply weights in our multivariate models for several reasons. First, weights in the FF survey are 
cross-sectional and constructed based on the reporter (mother, father, child, couple) and the wave. Because we 
use data from mothers, fathers, and children, and data from multiple waves, weights are not available that are 
suited to our analyses. Second, as shown in table A1, which compares descriptive statistics between the weighted 
and unweighted samples, the most important difference is parents’ marital status at birth because this was the 
primary sample selection criterion. All of our models control for this factor. Finally, because our sample focuses 
on children with nonresident fathers, it is likely that weights (which are created to exaggerate the importance 
of a few observations in order to generalize the sample to the population) are likely to bias multivariate results.

8. Table A1 presents descriptive statistics applying the nine-year city-level weights (for mothers for the analysis 
sample and for fathers for the interviewed father subsample) which are designed to make the sample represen-
tative of births in each of the cities at the year of the birth and take account of attrition. Reflective of the design 
of the study, parents in our sample are much less likely to have been married at the birth of the child (10 percent 
versus 21 percent, respectively). Other differences are much less stark. Most important, differences in whether 
fathers were incarcerated between the birth and year nine interview (a key measure of disadvantage and selec-
tion into arrears) are miniscule (32 percent versus 30 percent) between the unweighted and weighted samples.

thers’ child support arrears. All analyses are 
performed using Stata 16 and are based on un-
weighted data.7

Results
Table 1 presents descriptive statistics of child 
socioemotional outcomes and all covariates. 
The unstandardized measures of child behavior 
indicate that mothers reported low average lev-
els of internalizing and externalizing behavior 
problems for their children at years nine and 
fifteen. Similarly, average levels of child-
reported depression and anxiety fell toward the 
bottom of their possible ranges. On average, 
children in the sample endorsed only 8 percent 
of the seventeen delinquent behaviors they 
were asked about at year nine and reported lim-
ited involvement in delinquent acts at year fif-
teen.

Reflecting the focus of our study on children 
with a nonresident father and the design of the 
FFCWS, our sample is more socioeconomically 
disadvantaged than nationally representative 
samples of families.8 At the birth of the child, 
only 10 percent of mothers were married to the 
father of the focal child (another 35 percent 
were not married, but cohabiting, not shown). 
The majority of mothers were non-White (85 
percent), mostly non-Hispanic Black (62 per-
cent); 70 percent had a high school degree or 
less. At the birth of the child, mothers were ap-
proximately twenty-four years old on average 
and most of the births (70 percent) were paid 
for through Medicaid. The child was the first 
birth for fewer than half of both mothers and 

fathers (44 percent and 41 percent, respec-
tively). Approximately one year after the child’s 
birth, 18 percent of mothers and 15 percent of 
fathers met the criteria for depression. At the 
nine-year interview, 35 percent of mothers but 
only 6 percent of fathers were married to or co-
habiting with a new partner; mothers reported 
approximately three children in their house-
holds and fathers reported only one. These lat-
ter two differences are of particular importance 
for interpreting parental debt in our study be-
cause both parents’ incomes and unsecured 
debt amounts are reported at the household 
level, including the income and debts of their 
cohabiting partners. Nearly one-third of fathers 
had some incarceration experience between 
the child’s birth and year nine. Finally, one-
third of mothers reported good relationships 
with the father, 42 percent reported poor rela-
tionships, and 25 percent had no relationship 
with him.

Descriptive statistics for each measure of pa-
rental debt by each parents’ household income 
tercile at the nine-year survey are shown in ta-
ble 2. The tercile ranges differ for mothers and 
fathers, as fathers reported higher overall in-
come and higher income within each tercile 
despite being less likely to share a household 
with a partner. This suggests that mothers in 
our sample are economically disadvantaged 
relative to both a national sample and their 
children’s fathers, regardless of whether they 
were living with another potential earner.

More than half (55 percent) of mothers re-
ported any household debt, with an average of 
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Table 1. Descriptive Statistics of Child Behavior Outcomes and Covariates for Full Analysis Sample of 
Interviewed Mothers 

 Percent or Mean SD

Year 9 child outcomes, N = 1,788
Mother-reported internalizing behaviors (0–2) 0.16 0.18
Mother-reported externalizing behaviors (0–2) 0.26 0.28
Child-reported depression/anxiety (0–3) 1.22 0.7
Child-reported delinquent behaviors (0–1) 0.08 0.11

Year 15 child outcomes, N = 1,780
Mother-reported internalizing behaviors (0–2) 0.28 0.30
Mother-reported externalizing behaviors (0–2) 0.27 0.29
Child-reported depression/anxiety (0–3) 0.82 0.57
Child-reported delinquent behaviors (0–3) 0.12 0.20

Covariates, N = 1,788
Child characteristics

Male 51
Low birthweight 16
Age at year-9 interview (years) 9.28 0.37
Age at year-15 interview (years) 15.56 0.62

Baseline sociodemographics
Mother and father married at birth 10
Mother’s race-ethnicity

White, non-Hispanic 14
Black, non-Hispanic 62
Hispanic 21
Other 3

Mother and father are of same race/ethnicity 82
Mother was U.S. born 93
Father was U.S. born 91
Mother’s education at birth

Less than high school 35
High school diploma 35
Some college or more 30

Mother and father have same education 47
Mother’s age at birth (years) 23.81 5.47
Father’s age minus mother’s at birth 3.44 3.29
Child’s birth was covered by Medicaid 70
Focal child was mother’s first born 44
Focal child was father’s first born 41

Parents’ capability
Mother depressed (1 year) 18
Father depressed (1 year) 15

Household characteristics
Mother’s household income (year 9) 31,408 29,496
Father’s household income (year 9) 38,029 35,637
Mother has new spouse or partner (year 9) 35
Father has new spouse or partner (year 9) 6
Number of children in mother’s household (year 9) 2.76 1.36
Number of children in father’s household (year 9) 0.99 1.34

Fathers’ characteristics related to arrears, supplementary models only
Incarcerated b/w birth and year 9 32
Relationship quality with mother (year 9)

Good relationship (good, very good, excellent) 33
Poor relationship (poor, fair) 42
No relationship 25  

Source: Authors’ calculations based on Fragile Families and Child Wellbeing Study data.
Note: SD = standard deviation.
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9. These average amounts of parental household debt in our study are difficult to compare with other studies 
because we focus on debt in two households (the resident mother and nonresident father) and a more disad-

$6,853. Both the proportion of mothers with 
debt and the average amounts increased at 
higher levels of income ($4,913 versus $10,431 
in the bottom and top tercile, respectively). On 
the other hand, mothers’ debt to income ratio 
decreased with rising income, from 0.25 to 0.16 
in the bottom to top tercile. Similarly, the pro-
portion of mothers reporting high (>= 0.25) 
debt to income ratios also declined as income 
increased (from 30 percent in the bottom tercile 
to 20 percent in the top). Fewer fathers reported 

any household debt (43 percent) and fathers 
had lower debt on average ($4,809) than moth-
ers. As with mothers, both the proportion with 
debt and the amount of debt increased at 
higher levels of income (from $2,821 to $7,576, 
in the bottom and top tercile, respectively). Be-
cause fathers’ incomes were higher and unse-
cured debts lower, their debt to income ratios 
(and the proportions reporting high debts lev-
els) were much lower than those of all mothers 
and across income terciles.9

Table 2. Descriptive Statistics of Mothers’ and Fathers’ Household Debt and Fathers’ Arrears by Income 
Tercile at Year Nine

 
 All Families

Income Terciles

Bottom Middle Top 

Panel A. Mothers, N = 1,788
Mother’s household income ($) 31,408 8,732 24,638 60,905
Range of income ($) 0–400,000 0–16,792 16,800–34,457 34,679–400,000
Mothers’ household debt

Any household debt (%) 55 44 52* 69*
Total household debt ($) 6853 4913 5268 10431*
Household debt to income ratio 0.19 0.25 0.17* 0.16*
Household debt >25% of income (%) 25 30 24* 20*

Panel B. Fathers, N = 993
Father’s household income ($) 38,982 9,376 32,771 75,337
Range of income ($) 0–385,000 0–22,000 22,026–45,000 45,241–385,000
Fathers’ household debt

Any household debt (%) 43 29 44* 55*
Total household debt ($) 4,809 2,821 4,128 7,576*
Household debt to income ratio 0.11 0.13 0.11 0.10
Household debt >= 25% of income (%) 14 16 14 13

Fathers’ arrears
Any arrears (%) 45 52 43* 38*
Total arrears ($) 4,745 6,191 4,347* 3,677*
Arrears to income ratio 0.18 0.35 0.13* 0.05*
Arrears >= 25% of income (%) 23 41 19* 8*

Arrears and debt (%)
Household debt only 26 14 26* 37*
Arrears only 28 37 24* 21*
Both 17 15 19 17
Neither 30 34 31  24*

Source: Authors’ calculations based on Fragile Families and Child Wellbeing Study data.
Note: Numbers are percentages or means. Tests of significance indicate significant differences between 
the lowest income tercile (the reference group) and the two others.
*p < .05
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The next set of statistics focuses on fathers’ 
child support arrears and reveals a very differ-
ent picture. First, 45 percent of fathers have ar-
rears, with an average of $4,745, which is nearly 
equal to their average unsecured debt. Second, 
unlike household debt, the proportion with ar-
rears and the absolute amount of arrears are 
much higher at lower levels than higher levels 
of income (52 percent versus 38 percent and 
$6,191 versus $3,677 in the bottom and top ter-
cile, respectively). Not surprisingly then, ar-
rears to income ratios decrease substantially as 
income increases, representing 0.35 and only 
0.05 of income in the lowest and highest tercile, 
respectively. Further, fully 41 percent of fathers 
in the lowest tercile report that their arrears are 
at least 25 percent of income and only 8 percent 
of those in the top tercile are in this situation. 
Thus, taking account of fathers’ unsecured 
household debt as well as child support arrears, 
which have not been previously measured, re-
veals that these fathers have much higher over-
all debt burden than mothers and that prior 
studies have substantially undercounted men’s 
unsecured debts (by half or more), and that 
both of these things are particularly true for the 
lowest-income fathers.

Another important takeaway from these fig-
ures is that household debt (for mothers and 
fathers) is associated with higher incomes be-
cause these families likely have greater access 
to credit cards and loans (the only types of 
household debt measured here), whereas child 
support arrears are associated with lower in-
come among fathers. The last rows of table 2 
present the overlap of arrears and household 
debt among nonresident fathers and highlight 
this point further. Fathers in the bottom tercile 
are much more likely to have just arrears but 
no household debt than those in the top (37 
percent versus 21 percent), whereas those in 
the top income tercile are much more likely to 
have household debt but no arrears than those 
in the bottom (37 percent versus 14 percent), 

and only 17 percent of all fathers have both 
types.

Table 3 delves even deeper into the charac-
teristics of fathers who hold different types of 
debt. Comparing columns 1 (household debt, 
no arrears) and 2 (arrears, no household debt) 
reveals that fathers with only arrears have lower 
levels of education, are less likely to be White, 
were much less likely to have been married at 
the birth of the child, are three times more 
likely to be poor (42 percent versus 14 percent), 
are more than twice as likely to have been in-
carcerated (42 percent versus 18 percent), and 
have lower quality relationships with the 
mother than those with only household debt. 
These figures further confirm findings from the 
prior table that fathers with household debt but 
not arrears are more socioeconomically advan-
taged not just than fathers with arrears, but 
even more so than fathers with neither type of 
debt (column 4).

Multivariate Results
Table 4 presents the associations of parental 
debt at year nine with child socioemotional out-
comes, reported by mothers and self-reported, 
when children are nine (first set of four col-
umns) and fifteen years old (second set of col-
umns). All outcomes are standardized (mean = 
0, SD = 1), and thus coefficients represent stan-
dard deviation changes for each dependent 
variable. Each column in each panel presents 
results from a separate regression model that 
includes all the covariates discussed, though 
only the coefficients of interest are presented 
for parsimony (full models in table A2).

Panel A examines the amount of parental 
debt, measured as debt to income ratio, scaled 
from zero (0 percent of income) to one (debt is 
100 percent or more of income). Among nine-
year-old children, we observe no associations 
of the level of mothers’ household debt or fa-
thers’ household debt with any outcomes. How-
ever, higher arrears to income ratio is associ-

vantaged group of children with a nonresident father. Debt is also measured differently across data sets and 
studies, and across different time horizons and periods. Nonetheless, our estimate of parents’ total average 
household debt ($12,000) is quite close to those of families with young children in the Panel Study of Income 
Dynamics ($14,000) (Michelmore and Lopoo 2021, this issue), but higher than estimates of families with children 
in the Survey of Consumer Finances from 1986 to 2016 ($9,000) (Bandelj and Grigoryeva 2021, this issue), and 
higher than those of families with children in the NLSY ($5,000) (Berger and Houle 2016).
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ated with worse externalizing behaviors and 
child’s self-reported anxiety or depression, but 
the latter association is just shy of conventional 
statistical significance (p = .051). Among fifteen-
year-old children, consistent with the results in 
the prior panel, fathers’ higher arrears to in-
come ratio is associated with worse internaliz-
ing and externalizing behaviors and anxiety or 
depression. In addition, fathers’ higher house-

hold debt to income ratio is associated with 
more delinquent behaviors.

In panel B, we examine the associations of 
parents’ high debt to income ratios (>= 0.25) 
with children’s socioemotional outcomes. In 
these models, neither mothers’ nor fathers’ 
high household debt burden is associated with 
any outcome among nine- or fifteen-year-old 
children. Among nine-year-olds, nonresident 

Table 3. Descriptive Characteristics of Interviewed Fathers by Presence of Household Debt and 
Arrears, N = 993

Interviewed Fathers’ Characteristics 

Types of Fathers’ Debt Holdings

Household 
Debt Only

Arrears 
Only Both Neither

Education
Less than high school 21 43* 23 41*
High school 37 40 39 42
More than high school 42 16* 38 17*

Race-ethnicity
White, non-Hispanic 19 8* 16 9*
Black non-Hispanic 60 70* 67 69*
Hispanic 19 19 15 20
Other 3 4 2 2

Age at child’s birth (years) 26.7 25.8 25.3* 26.8
Born in the United States 92 98* 95 92

Relationship at birth
Married 17 9* 9* 11*
Cohabiting 39 35 37 43
Nonresidential 44 57* 54* 46

Child is father’s first 50 39* 42 42
Medicaid paid for birth 62 70* 61 73*
Depressed at year 1 15 15 17 23
Poor at year 9 14 42* 22* 31*
Has new partner (year 9) 10 4* 4* 6*
Number of kids in household (year 9) 1.0 1.0 1.2 0.9
Incarcerated since birth 18 42* 33* 32*

Relationship quality with mother (year 9)
Good 53 31* 26* 52
Poor 39 52* 63* 36
No relationship 7 17* 11 12

N 255 274 168 296
Percent of sample 26 28 17 30

Source: Authors’ calculations based on Fragile Families and Child Wellbeing Study data.
Note: All figures in table are percentages except where indicated. Significance tests indicate signifi-
cant differences between those with household debts only (reference group) and all other groups
*p < .05



Ta
bl

e 
4.

 M
ot

he
rs

’ H
ou

se
ho

ld
 D

eb
t, 

Fa
th

er
s’

 H
ou

se
ho

ld
 D

eb
t, 

Fa
th

er
s’

 A
rr

ea
rs

, a
nd

 C
hi

ld
 O

ut
co

m
es

 a
t Y

ea
r 9

 a
nd

 15

  

O
ut

co
m

es
 a

t A
ge

 9
, N

 =
 1

78
8

O
ut

co
m

es
 a

t A
ge

 1
5,

 N
 =

 1
78

0

M
ot

he
r-

Re
po

rt
ed

C
hi

ld
-R

ep
or

te
d

M
ot

he
r-

Re
po

rt
ed

C
hi

ld
-R

ep
or

te
d

In
te

rn
al

iz
in

g 
B

eh
av

io
rs

Ex
te

rn
al

iz
in

g 
B

eh
av

io
rs

A
nx

ie
ty

 o
r 

D
ep

re
ss

io
n

D
el

in
qu

en
t 

B
eh

av
io

rs
In

te
rn

al
iz

in
g 

B
eh

av
io

rs
 

Ex
te

rn
al

iz
in

g 
B

eh
av

io
rs

A
nx

ie
ty

 o
r 

D
ep

re
ss

io
n

D
el

in
qu

en
t 

B
eh

av
io

rs

Pa
ne

l A
. P

ar
en

ts
’ d

eb
t t

o 
 

in
co

m
e 

ra
tio

s 
(0

–1
)

M
ot

he
rs

’ h
ou

se
ho

ld
 d

eb
t

0.
07

–0
.0

1
0.

00
2

0.
06

0.
04

0
0.

00
–0

.0
90

–0
.0

3
(0

.8
8)

(0
.1

0)
(0

.0
2)

(0
.7

2)
(0

.4
6)

(0
.0

4)
(1

.0
7)

(0
.3

8)
Fa

th
er

s’
 h

ou
se

ho
ld

 d
eb

t
–0

.1
2

0.
06

0.
11

0.
05

0.
06

0.
07

0.
15

0.
32

*
(0

.8
7)

(0
.4

4)
(0

.8
6)

(0
.4

0)
(0

.4
7)

(0
.5

4)
(1

.1
9)

(2
.2

8)
Fa

th
er

s’
 a

rr
ea

rs
0.

16
0.

23
*

0.
20

*
0.

20
0.

47
**

*
0.

48
**

*
0.

26
*

0.
00

(1
.4

7)
(2

.2
0)

(1
.9

5)
(1

.8
9)

(4
.6

6)
(4

.5
7)

(2
.5

2)
(0

.0
0)

Pa
ne

l B
. P

ar
en

ts
 h

av
e 

hi
gh

  
(>

= 
0.

25
) d

eb
t t

o 
in

co
m

e 
ra

tio
s

M
ot

he
rs

’ h
ou

se
ho

ld
 d

eb
t

0.
04

0.
03

–0
.0

1
0.

03
0.

03
–0

.0
2

–0
.0

2
–0

.0
1

(0
.7

2)
(0

.4
8)

(0
.1

5)
(0

.5
8)

(0
.6

0)
(0

.3
4)

(0
.4

0)
(0

.1
9)

Fa
th

er
s’

 h
ou

se
ho

ld
 d

eb
t

0.
01

0.
05

0.
09

0.
09

0.
07

0.
01

0.
08

0.
16

(0
.1

4)
(0

.4
9)

(1
.0

4)
(0

.9
3)

(0
.7

1)
(0

.1
4)

(0
.8

4)
(1

.5
8)

Fa
th

er
s’

 a
rr

ea
rs

0.
07

0.
11

0.
17

*
0.

12
0.

31
**

*
0.

27
**

*
0.

22
**

–0
.0

4
 

(0
.8

7)
(1

.4
5)

(2
.3

1)
(1

.5
4)

(3
.9

3)
(3

.3
7)

(2
.8

1)
(0

.4
2)

So
ur

ce
: A

ut
ho

rs
’ c

al
cu

la
tio

ns
 b

as
ed

 o
n 

Fr
ag

ile
 F

am
ili

es
 a

nd
 C

hi
ld

 W
el

lb
ei

ng
 S

tu
dy

 d
at

a.
N

ot
e:

 C
oe

ffi
ci

en
ts

 in
 e

ac
h 

pa
ne

l a
re

 fr
om

 o
ne

 m
od

el
 (f

or
 e

ac
h 

ou
tc

om
e)

 c
on

tr
ol

lin
g 

fo
r a

ll 
co

va
ria

te
s 

fr
om

 ta
bl

e 
1. 

Es
tim

at
es

 a
re

 fr
om

 F
IM

L 
m

od
el

s.
 A

ll 
ou

tc
om

es
 

ar
e 

st
an

da
rd

iz
ed

 (m
ea

n 
= 

0,
 S

D
 =

 1)
. F

ig
ur

es
 in

 ta
bl

e 
ar

e 
lin

ea
r r

eg
re

ss
io

n 
co

eff
ic

ie
nt

s 
w

ith
 z

-s
ta

tis
tic

s 
in

 p
ar

en
th

es
es

.
*p

 <
 .0

5;
 *

*p
 <

 .0
1; 

**
*p

 <
 .0

01



1 3 8 	 w e a l t h  i n e q u a l i t y  a n d  c h i l d  d e v e l o p m e n t

r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

fathers’ high arrears burden is associated with 
17 percent standard deviation increase in child-
reported anxiety or depression. Among fifteen-
year-olds, consistent with the pattern of results 
in the prior panel, high arrears burden among 
nonresident fathers is associated with 31 per-
cent, 27 percent, and 22 percent standard de-
viation increases in mother-reported internal-
izing and externalizing behaviors and 
child-reported anxiety or depression, respec-
tively. To contextualize these results, we can 
compare them with the coefficients for moth-
ers’ depression, a factor that is particularly rel-
evant for children’s socioemotional well-being. 
Holding all else constant (full models in table 
A2), children of mothers who met criteria for 
depression had 32 percent, 18 percent, and 19 
percent standard deviation higher internalizing 
and externalizing behaviors and anxiety or de-
pression, respectively. Thus, the associations of 
having a father with high child support arrears 
are comparable to or greater than those of hav-
ing a mother with depression.

To summarize results so far, we find consis-
tent evidence, particularly among fifteen-year-
old children, that nonresident fathers’ arrears, 
but not other types of parental debt, are associ-
ated with worse mother-reported internalizing 
and externalizing behaviors and child-reported 
anxiety or depression, but not with child-
reported delinquent behaviors. We find little 
evidence of any association of mothers’ or fa-
thers’ household debt or household debt bur-
den with child outcomes. These results are ro-
bust to alternative measures of debt, including 
when debts were estimated as absolute 
amounts (transformed to inverse hyperbolic 
sines), when each type of parental debt was en-
tered in a separate model (not including other 
measures of debt), and when we used either 
mothers’ or fathers’ reports of his child support 
debt.

Finally, we explored differences in these as-
sociations by racial and ethnic background of 
parents and by child sex. Because our sample 
is overwhelmingly non-Hispanic Black (62 per-
cent), we estimated interactions and stratified 
models for Black versus non-Black parents. No 
interactions were statistically significant and 
no pattern of results by either parent race or 
child sex was observed.

Robustness Checks
We next estimate a number of models to test 
the robustness of the findings, paying particu-
lar attention to fathers’ selection into having 
child support arrears, and focusing on internal-
izing and externalizing behavior problems 
among fifteen-year-old children (table 5). Be-
cause fathers’ incarceration can both be a cause 
and a consequence of child support arrears, we 
estimate models controlling for fathers’ incar-
ceration (between the child’s birth and year 
nine) and only for the sample of fathers who 
were not incarcerated. Similarly, we include a 
control for parents’ relationship quality be-
cause conflict between parents can also be both 
a cause and consequence of arrears. Addition-
ally, both of these factors may be markers of 
more challenging and complex family pro-
cesses and dynamics, yet because they may also 
be potential pathways between fathers’ child 
support debt and child outcomes, we do not 
include them in our primary models. We fur-
ther attempt to address selection into child 
support arrears by including a measure of child 
behavior from the prior wave, estimating mod-
els only for those who have any arrears, and 
including inverse probability of treatment 
weights that take account of selection into any 
arrears on observed characteristics. Results 
from table 5 indicate that the strong associa-
tions of nonresident fathers’ child support ar-
rears with worse socioemotional outcomes 
among fifteen-year-olds remain robust across 
all these model specifications.

Discussion
Mirroring disparities in wealth accumulation, 
household debt varies substantially by family 
socioeconomic status in the United States. In 
this study, we examine whether growing in-
equality in parental debt has implications for 
child well-being by modeling associations be-
tween three distinct types of parental debt and 
children’s socioemotional outcomes. Our study 
makes a number of contributions to the small 
body of research in this area. First, we focus on 
children with nonresident fathers, a particu-
larly common family form among lower-SES 
families. Doing so enables us to consider unse-
cured debt among parents living in separate 
households. We also examine nonresident fa-
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thers’ unsecured debt more comprehensively 
than prior studies by considering their child 
support arrears. Finally, we explore whether 
these associations are only present in middle 
childhood or whether they extend longer term, 
into adolescence. Because more than half of 
children in the United States will live apart 
from one of their parents at some point during 
childhood, it is crucial to understand how debt 
accumulation contributes to intergenerational 
inequality in these families (Kennedy and Bum-
pass 2008; U.S. Census Bureau 2020). A key find-
ing of our analyses, consistent with that of Con-
well and Ye (2021, this issue), is that the type of 
household debt matters for children’s out-
comes. We find no association, in any model, 
of mothers’ household debt with child out-
comes, and very little evidence that equivalent 
measures of nonresident fathers’ household 
debt were associated with child outcomes even 
when debt to income burdens were high. On 
the other hand, across numerous measures and 
model specifications, nonresident fathers’ 
child support arrears were consistently associ-
ated with worse child outcomes.

Our finding that debt from credit cards or 
loans may have little impact on child well-being 
runs counter to two studies that have linked 
such unsecured debts to worse child behavior 
(Berger and Houle 2016, 2019). Several explana-
tions for this inconsistency are possible. First, 
in those studies, educational debt was modeled 
separately from other forms of unsecured 
household debt, and educational debt had no 
association or a negative association (in some 
models) with child behavior problems. We are 
not able to separate these types of debt in this 
study, and thus, as we hypothesized, there may 
be offsetting effects of these types of debt lead-
ing to our null findings. Second, whereas these 
two studies relied on nationally representative 
data from the NLSY, our sample consists of chil-
dren in urban areas, who were relatively disad-
vantaged at the time of their birth, and who 
have nonresident biological fathers—family 
types commonly undercounted in national 
data. Studies have documented economic sur-
vival and parenting strategies in poor families 
of color that contribute to their resilience 
(Stack 1975; Edin and Shaefer 2015; Seefeldt 
2015). Low-income families may be able to buf-

fer children from stress and resource loss better 
than more affluent households. This pattern of 
results among a more disadvantaged and yet 
quite prevalent group of children is a key con-
tribution of our study. Finally, research has not 
accounted for debt in the form of child support 
arrears, which we hypothesized and which our 
results confirm may be a particularly perni-
cious type of parental debt. At a minimum, our 
results suggest that future surveys on house-
hold debt should inquire specifically about 
child support arrears. They also underscore the 
importance of including nonresident fathers in 
household surveys because their economic sit-
uation is highly relevant to child outcomes.

We found that child support arrears repre-
sent a very large proportion of debt held by fa-
thers with nonresident children. Previous stud-
ies have therefore likely substantially 
underestimated the overall debt burden in all 
families with children, particularly for the 
lowest-income families. Consistent with na-
tional data, we find that fathers with the fewest 
economic resources owe the largest amount of 
arrears and face an average debt to income ratio 
well over 0.25, a high-burden threshold.

Moreover, our results indicate that high 
child support arrears burdens are associated 
with much worse socioemotional outcomes 
among children, with effect sizes in the range 
of 20 percent to 30 percent of a standard devia-
tion, associations comparable to those for ma-
ternal depression in our results. While parents’ 
household debts and child support arrears are 
both considered unsecured debts, there are im-
portant distinctions in these types of debt that 
have implications for child well-being. Parents’ 
household debt (from credit cards, bank loans, 
or student loans) likely represent offers of pro-
spective credit that may facilitate the develop-
ment of human, social, or economic capital, 
and may enable parents to access resources and 
smooth consumption during periods of eco-
nomic instability. Child support arrears, on the 
other hand, are a type of retrospective debt ob-
ligation that carries economic, social, and legal 
sanctions that may be more harmful to chil-
dren. Child support arrears can lead to punitive 
enforcement actions like license suspension 
and incarceration, which undermine fathers’ 
ability to work, pay off debts, and spend time 
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with children; can lead to more conflict in the 
coparenting relationship, less reliable cash and 
noncash contributions from fathers, and less 
involvement with children; cannot be dis-
charged by filing for bankruptcy; and can be 
extremely difficult for the lowest-income par-
ents to ever repay and thus persist and accumu-
late throughout childhood. In addition, the par-
ents most affected by arrears, as shown in our 
study, are more disadvantaged than those who 
accrue other forms of household debt mea-
sured in the survey. Not only are these parents 
unlikely to have access to credit cards and 
loans, which are necessary precursors for these 
other forms of debt, but having arrears can also 
make them subsequently ineligible to obtain 
credit, because arrears decrease credit scores 
(New York State 2020).

The robustness of our results across multi-
ple reporters and multiple sensitivity analyses 
builds further confidence that these findings 
reflect true differences in behavior rather than 
differences in perception alone. We find strong 
and robust associations of fathers’ arrears with 
worse mother-reported internalizing and exter-
nalizing behaviors when children are fifteen, 
and worse child-reported anxiety or depression 
when children are nine and fifteen. This is an 
important contribution to this literature, given 
that the theoretical pathways through which ar-
rears may affect children—parental stress, fu-
ture expectations, and subjective financial well-
being—may also bias mothers’ perceptions of 
their child’s behavior. Finally, we find stronger 
associations of nonresident fathers’ arrears 
among fifteen-year-olds than among nine-year-
olds. As discussed, because arrears are high 
relative to their incomes and accrue over time, 
many low-income fathers are unlikely to ever 
pay them off. The documented harmful effects 
of arrears on fathers’ well-being and ability to 
be involved with their children likely also ac-
cumulate over the child’s life, potentially lead-
ing to increased harm as they age. Children also 
become more aware of household finances as 
they age, and so older children may internalize 
the stress of family financial strain to a larger 
degree than younger children (Miller et al. 2021, 
this issue). In addition, older children may be 
called upon to take greater responsibilities in 
the household by working or caring for younger 

children, which can also have a negative impact 
on socioemotional well-being.

Limitations
The FFCWS is uniquely suited to explore the 
associations of parental debt, especially non-
resident fathers’ child support arrears, and 
child outcomes. However, our study is subject 
to several limitations. First, child support ar-
rears measures are available only for the non-
resident father of the focal child. More than a 
third of the mothers in our sample at year nine 
are living with a new partner, and these new 
partners may also owe child support to children 
in other households. These debts are not mea-
sured in the FFCWS data, likely underestimat-
ing the overall debt burden in the mother’s 
household, which may account for the null as-
sociations between mothers’ household debts 
and child outcomes. Additionally, nonresident 
fathers’ child support arrears are only reported 
for the focal child. National estimates suggest 
that nearly 20 percent of all fathers and be-
tween 40 and 50 percent of more disadvantaged 
fathers have multiple-partner fertility (Guzzo 
2014; Cancian and Meyer 2005), and it is likely 
that many of these fathers owe child support to 
other children living either in the mother’s 
household or in other households. Moreover, 
mothers and fathers may not know whether or 
how much child support arrears are owed, as 
suggested by the substantial disagreement be-
tween mothers’ and fathers’ reports of fathers’ 
arrears in our data. We find that mothers report 
higher arrears than fathers do, which might 
suggest an overestimate of his arrears to the 
current child; however, given all these scenar-
ios, it is likely that arrears owed to all children 
are substantially underestimated. Thus, al-
though robust to alternative specifications of 
arrears, our results are likely a conservative es-
timate of the association of child support ar-
rears and children’s socioemotional outcomes.

To date, social surveys have generally failed 
to collect comprehensive and detailed informa-
tion on debt (Dwyer 2018). Likewise, the FFCWS 
does not capture all types of debt that families 
may accrue or the accumulation of debt over 
time. Legal fines and fees related to parents’ 
criminal justice system involvement, medical 
or utility bills, and informal loans may be of 
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particular consequence for these families 
(Rona-Tas and Guseva 2018; Harris 2016; Dwyer 
2018) but are not measured in our data. We also 
cannot capture household debts at earlier years 
in the child’s life. It is likely that the ill effects 
of parental debt may be cumulative, given that 
children live in persistently indebted house-
holds or begin in later childhood to experience 
constrained household finances in service of 
debt rather than smoothed consumption 
(Seefeldt 2015). Our study makes a notable con-
tribution by taking advantage of a unique 
source to consider child support debt, but fu-
ture data collection efforts should more com-
prehensively measure debt among low-SES 
families, paying specific attention to debt 
among resident and nonresident parents. Next, 
as with all observational data, our models may 
not fully account for unobserved factors that 
can lead to both more debt and worse child out-
comes.

Finally, nonresident fathers’ household 
debts are available only from interviewed fa-
thers. This means that we can only capture 
these fathers’ debts at one interview year (year 
nine), as only primary caregivers (largely moth-
ers) were interviewed at year fifteen, and prior 
waves do not include debt measures. Although 
FIML models take into account the relation-
ships between variables to estimate associa-
tions based on the full sample of interviewed 
mothers, we may still be capturing a conserva-
tive estimate of these associations.

Despite these limitations, our study contrib-
utes important new evidence on the effects of 
parental debt for child well-being and affirms 
the importance of distinguishing “good” from 
“bad” types of debt (Conwell and Ye 2021, this 
issue). Our results point to large and robust 
negative associations of nonresident fathers’ 
arrears for children’s socioemotional well-
being in the immediate term during middle 

childhood and extending longer term into ado-
lescence when these behaviors may begin to 
have compounding effects for the transition to 
adulthood. Along with prior research pointing 
to the adverse consequences of child support 
arrears for fathers’ employment, mental health, 
involvement with children, formal and in-kind 
support, and coparenting, our study shows that 
this damage extends to their children’s well-
being. Consistent with the conceptual frame-
work that Gibson-Davis and Hill lay out in this 
issue, child support arrears can reduce fathers’ 
ability to invest in their children, increase pa-
rental stress and family conflict, and reduce fa-
thers’ subjective well-being and future expecta-
tions for children, which can all negatively 
impact children’s socioemotional well-being.

Our results point to the need to consider 
policies to reduce child support arrears among 
men with nonresident children. Previous re-
search highlights a number of policies and 
practices that contribute to the high and uncol-
lectable arrears that fathers face, such as set-
ting orders based on imputed income, charging 
child support retroactively, charging high inter-
est on arrears, and the difficulty of modifying 
child support orders during periods of unem-
ployment or incarceration (Turetsky 2019). 
Such punitive policies combined with aggres-
sive enforcement actions like license suspen-
sion and incarceration do not increase the like-
lihood that fathers will pay child support, but 
only add to their debt burden (Turetsky and 
Waller 2020). In the end, this high debt burden 
further reduces low-income fathers’ ability to 
pay and likelihood of paying support as they go 
forward (Cancian, Heinrich, and Chung 2013). 
Results from our study suggest that innovative 
policy reforms (ASCEND 2020) aimed at reduc-
ing the likelihood that low-income men accrue 
arrears and reducing already accrued arrears 
may be beneficial for child well-being.
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Table A1. Comparison of Imputed Analysis Sample of Interviewed Mothers, Interviewed Fathers 
Subsample, and Both with Nine-Year City Weights Applied

 
 

Mother Sample Father Subsample

Unweighted Weighted Unweighted Weighted

Father’s education
Less than high school 36.7 35.7 33.6 32.1
High school 39.6 38.9 40.0 40.7
More than high school 23.7 25.4 26.5 27.2

Father’s race-ethnicity
White, non-Hispanic 10.9 13.9 12.6 14.8
Black, non-Hispanic 64.3 58.7 66.1 62.3
Hispanic 21.6 24.7 18.3 20.4
Other 3.2 2.7 3.1 2.5

Father’s age at birth (years) 26.3 26.8 26.3 26.6

Relationship at birth
Married 9.5 20.7 11.2 21.4
Cohabiting 34.4 29.8 39.0 34.2
Nonresidential 56.1 49.5 49.8 44.4

Incarcerated since birth 31.9 31.2 31.8 29.9

Mother’s race-ethnicity
White, non-Hispanic 14.1 16.3 15.0 16.9
Black non-Hispanic 62.3 56.7 62.9 59.0
Hispanic 21.0 23.9 19.2 20.4
Other 2.6 3.1 3.0 3.8

Mother’s education
Less than high school 34.7 34.9 31.6 31.1
High school 35.4 36.7 34.9 37.2
More than high school 29.9 28.4 33.4 31.7

Child is male 50.7 51.1 49.1 51.0
Child was low birth weight 11.1 11.1 11.2 10.9
Medicaid birth 70.1 67.6 68.1 64.8

N 1,788 1,788 949 949

Source: Authors’ calculations based on Fragile Families and Child Wellbeing Study data.
Note: Nine-year city weights are applied. Numbers are percentages except where noted.
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income and wealth in adulthood (Duncan et al. 
2007; Duncan and Magnuson 2011; Gibson-
Davis and Hill 2021, this issue; Heckman 2000). 
Accordingly, skills gaps have been the focus of 
considerable research and policy. Despite this 
attention, economic disparities in children’s 
outcomes have grown over the past fifty years, 
even as racial-ethnic disparities have declined 
(Reardon 2011).

Wealth and Child Development: 
Differences in Associations by 
Family Income and 
Developmental Stage
Porti a Miller,  Ta m ar a Podv ysotsk a ,  L aur a Beta ncur, 
a nd Eliz abeth Votruba-Drz al

Wealth inequality is at a historic high in the United States. Yet little is known about the implications of 
wealth on children’s development because research has focused mainly on the role of wealth in shaping out-
comes in adulthood. Using data from the National Longitudinal Survey of Youth (N = 8,095), we examine 
how family wealth relates to achievement and behavior problems during early childhood, middle childhood, 
and adolescence. Further, we explore whether links between wealth and children’s development vary by level 
of income and income volatility. Results show that wealth, controlling for income level and volatility, is 
uniquely related to both academic and behavioral development in early childhood, middle childhood, and 
adolescence. Moreover, evidence suggests that wealth plays a buffering role when it comes to protecting chil-
dren’s development from the deleterious effects of low family income, especially as children grow older.

Keywords: family wealth, family income, income volatility, child development, achievement, behavior 
problems

Economic disadvantage threatens children’s 
development. Relative to their more advan-
taged peers, economically disadvantaged chil-
dren exhibit lower academic and behavioral 
skills at the start of kindergarten (Garcia 2015). 
These disparities persist throughout formal 
schooling and predict low educational attain-
ment, worse psychological functioning, and in-
tergenerational transmission of low levels of 
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To date, much of the research and policy 
agendas aimed at remedying skills gaps has 
concentrated on how family income relates to 
disparities in children’s outcomes. Much less 
attention has been paid to the implications of 
wealth even though wealth inequality is greater 
than income inequality in the United States 
(Saez 2017; Wolff 2017) and growth in wealth 
inequality has outpaced that of income in-
equality in families with children (Gibson-
Davis and Hill 2021, this issue). Indeed, levels 
of wealth inequality in the United States have 
reached highs not seen since the turn of the 
twentieth century (Gibson-Davis and Hill 2021, 
this issue; Yellen 2016). Median net worth has 
declined over the past thirty years as mean net 
worth has risen disproportionately, and the 
share of households with no wealth or in debt 
has grown (Pfeffer and Schoeni 2016). More-
over, low net wealth is particularly problematic 
in families with children (Gibson-Davis and 
Percheski 2018; Pfeffer and Schoeni 2016). This 
likely has implications for disparities in 
achievement and behavioral functioning, as 
several studies have linked wealth to children’s 
development—primarily academic (see Di-
emer, Marchand, and Mistry 2020; Elliott, Des-
tin, and Friedline 2011; Ream and Gottfried 
2019; Shanks 2007; Yeung and Conley 2008). Un-
derstanding the role of wealth in academic and 
behavioral development may thus be key to re-
ducing economic skills gaps. However, studies 
have not explored how wealth relates to chil-
dren’s outcomes across various developmental 
stages of childhood, controlling for other mea-
sures of family economic condition.

Using data from the National Longitudinal 
Survey of Youth (NLSY) and its child supple-
ment (NLSY-CS), this study contributes to our 
knowledge of the associations between wealth 
and children’s academic and behavioral devel-
opment. Specifically, we examine how family 
wealth predicts reading and math achievement 
and internalizing and externalizing problems 
at three distinct periods of child development: 
early childhood; middle childhood; and adoles-
cence. We explore whether wealth acts to buffer 
children from low levels of family income or 
high levels of income volatility. By considering 
the role of wealth in shaping children’s devel-
opment at different stages and how it interfaces 

with other dimension of family economic well-
being, we hope to help shed light on the poten-
tial implications of widening wealth gaps for 
children’s development.

Fr ameworks for Understanding 
the Role of We alth in 
Children’s Development
Wealth, defined here as net worth (that is, as-
sets minus debts) but operationalized in vari-
ous ways as Christina Gibson-Davis and 
Heather Hill (2021) describe in the introduction 
to this issue, may affect children in a variety of 
ways. Drawing from fields of psychology, soci-
ology, and economics, we rely on three theo-
retical frameworks for helping us conceptualize 
the role that wealth may play in shaping child 
development: resource and investment, family 
stress, and social or cultural capital. First, re-
source and investment perspectives posit that 
economic resources dictate families’ abilities 
to invest in materials and experiences that pro-
duce better child outcomes, like educational 
activities, adequate health services, and good 
neighborhoods and schools (Becker 1991). As 
discussed in the introduction to this volume, 
wealth is an important economic resource that 
families use to invest in their children (Gibson-
Davis and Hill 2021). It can be accessed to pro-
vide cash resources or used as collateral for se-
curing loans. Wealth is also a stock of resources 
and enables saving for future expenditures, 
such as college education (Ford and Thompson 
2016; Grinstein-Weiss, Shanks, and Beverly 
2014). Qualitative work by Thomas Shapiro 
(2005) shows how parents leverage their wealth 
to make life-changing investments in children, 
particularly in terms of residence in better 
neighborhoods and enrollment in better 
schools. Wealth can also generate nonwork in-
come (such as interest or dividend income) 
without time spent working, which frees up pa-
rental time to be invested in enriching interac-
tions with children (Becker 1991).

Next, models of family stress show that eco-
nomic strain leads to increased psychological 
distress and interparental conflict. Parental 
distress and conflict are linked to harsher, more 
detached, and less nurturing, stimulating, and 
responsive parenting, which in turn predicts 
worse outcomes for children, such as increased 
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internalizing and externalizing problems and 
less advanced cognitive and academic skills 
(Brotman et al. 2009; Chazan-Cohen et al. 2009; 
Farah et al. 2008; Shaw et al. 2001). Wealth can 
reduce economic strain by providing financial 
and psychological security against economic 
crises, especially in times of hardship, such as 
unemployment or family breakup (Gibson-
Davis and Hill 2021, this issue; Yeung and Hof-
ferth 1998). Wealth also affects families’ abili-
ties to withstand financial shocks, such as a 
medical emergency (Ford and Thompson 2016). 
Moreover, studies have documented that fami-
lies with negative wealth have heightened levels 
of stress due to “debt stress” (Brown, Taylor, 
and Price 2005; Drentea and Lavrakas 2000; 
Dunn and Mirzaie 2016): stress stemming from 
owing money, paying high interest rates, or 
dealing with collection agencies.

Last, wealth is the strongest determinant of 
class status (Conley 1999). It increases power, 
independence, and social and cultural capital, 
which provide positive personal and social ef-
fects on family and child well-being beyond 
those conferred by income alone (Bourdieu and 
Passeron 1990; Gibson-Davis and Hill 2021, this 
issue; Oliver and Shapiro 1995). Studies have 
documented how membership in the middle 
and upper classes provide families with an un-
derstanding of culturally significant cues and 
institutional know-how, change the way people 
think and behave, and expand the array of avail-
able opportunities (Lareau 2015). In turn, their 
children are exposed to opportunities and so-
cial and cultural capital that foster the acquisi-
tion of academic and behavioral skills that un-
gird future success (Bourdieu and Passeron 
1990; Lareau 2015; Orr 2003). For example, An-
nette Lareau finds that middle- and upper-class 
parents teach children the “rules of the game” 
regarding how institutions such as schools op-
erate and how to navigate them (Lareau 2015). 
As a result, when faced with problems, their 
children are more inclined to ask for help and 
have their needs met by these institutions than 
to become frustrated and give up or address is-
sues in a suboptimal matter (Calarco 2014; Lar-
eau 2015). These skills lead to better academic 
and behavioral outcomes (Calarco 2014). 
Wealthier children are also more likely to par-
ticipate in extracurricular activities; indeed, in 

a recent study, wealth (not income) predicted 
total hours spent engaging in extracurricular 
activities, including those occurring within 
schools as well as nonschool extracurriculars 
(Weiniger, Lareau, and Conley 2015). Participa-
tion in extracurricular activities has been linked 
to both higher achievement and better behav-
ioral outcomes (Covay and Carbonaro 2010; 
Metsäpalto and Pulkkinen 2012).

In addition to directly relating to child out-
comes, wealth may interact with income level 
and income volatility to alter their links to de-
velopment. A long literature has documented 
positive links between family income and chil-
dren’s development including achievement and 
behavior problems (Blau 1999; Gershoff et al. 
2007; Reardon 2011). Much less research has ex-
plored how income volatility is related to child 
functioning, though recent studies have docu-
mented links between income volatility and be-
havior problems; in particular, income losses 
have been associated with increased external-
izing and internalizing behavior problems 
(Miller et al. 2020; Miller and Votruba-Drzal 
2017). Wealth acts to stabilize and enhance fam-
ily income dynamics (Rauscher and Elliott 
2016). For example, consider two low-income 
families with similar levels of annual income; 
a family with more wealth, that is, less debt or 
more assets, may have more money available 
for child investments if it has fewer debt obliga-
tions or less bills to pay because, for instance, 
the family owns its home or car. The wealthier 
family may also be able to borrow against assets 
to meet financial obligations. This may attenu-
ate links between income level and child out-
comes. In regard to volatility, as a stabilizer, 
wealth may reduce stress from economic un-
certainty or income loss, which would weaken 
negative links between volatility and children’s 
self-regulatory and attentional abilities and, in 
turn, academic and behavioral development 
(Blair and Raver 2016; Evans et al. 2005; Palacios-
Barrios and Hanson 2019; Wadsworth et al. 
2016). Similarly, two families experiencing in-
come volatility may have different outcomes if 
one has wealth, like savings or assets to borrow 
against, that can be leveraged to supplement 
their economic resources in times of volatility. 
In these ways, wealth may buffer children from 
the negative ramifications of low income levels 
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or high income volatility on children’s achieve-
ment and behavior.

Links Bet ween We alth 
and Child Outcomes
The literature examining associations between 
family wealth and children’s well-being is grow-
ing, the majority of which is focused on aca-
demic outcomes. In particular, several studies 
have explored relations between wealth and 
achievement, with results varying widely across 
studies. Inconsistent results may be due to dif-
ferences in wealth definitions, use of samples 
varying in age and developmental stage, or dif-
ferences in the extent to which models account 
for other aspects of family economic circum-
stances. Many of these studies draw data from 
the NLSY and find positive links between 
wealth and achievement (Mayer 1997; Orr 2003; 
Zhan 2006). Others draw data from the Panel 
Study of Income Dynamics (PSID). For exam-
ple, Jean Yeung and Dalton Conley (2008) find 
that debt predicts reading and math in early 
childhood (ages three through five) and that net 
worth predicts math and liquid assets predict 
reading during middle childhood (ages six 
through twelve). Also using PSID data but col-
lapsing across ages three through twelve, Trina 
Shanks (2007) does not observe associations 
between wealth and reading skills, but does 
find that debt and net worth predict math. 
Other studies find null effects of wealth on 
achievement. For instance, a study using NLSY 
data and examining reading skills finds no as-
sociation between net worth and reading (Phil-
lips et al. 1998). Studies using other data simi-
larly find no associations between wealth and 
achievement. These include findings of null ef-
fects of wealth on academic scores during ado-
lescence in the National Educational Longitu-
dinal Study (Easton-Brooks and Davis 2007) and 
of savings on high school grades in the National 
Survey of Families and Households (Zhan and 
Sherraden 2003). Across the literature, some 
evidence suggests that links between wealth 
and math scores are stronger and more consis-
tent than associations between wealth and 
reading (Elliott, Destin, and Friedline 2011).

Beyond studies examining family wealth and 
achievement, the research on wealth and other 
aspects of child development, such as social 

and emotional functioning, is quite limited. 
Virtually no studies have examined whether 
wealth relates to children’s behavioral develop-
ment; however, proximal experiences related to 
wealth’s associations with achievement may 
also shape children’s problem behavior, and 
the mechanisms driving wealth-achievement 
relations operate similarly for behavior. One no-
table exception is Shanks’s 2007 study. Using 
PSID data, she finds that higher net worth pre-
dicted fewer behavior problems in a sample of 
children ranging in age from three through 
twelve. Another informative study uses NLSY 
data to look at links between debt and behavior 
problems (Berger and Houle 2016). Lawrence 
Berger and Jason Houle (2016) find that family 
debt is associated with more problem behavior. 
Studies have also linked childhood wealth to 
high school dropout (Pfeffer 2018). Addition-
ally, some studies link childhood wealth to a 
variety of outcomes in adulthood, especially 
educational attainment (Elliott, Destin, and 
Friedline 2011; Karagiannaki 2017), adult labor-
market outcomes (Karagiannaki 2017), and 
adult mental health (Lê-Scherban, Brenner, and 
Schoeni 2016).

Developmental Differences 
in the Role of We alth 
Studies document developmental differences 
in links between income and child outcomes 
(Miller et al. 2020; Votruba-Drzal 2006). It thus 
seems reasonable to expect that wealth may 
have differential associations with academic 
achievement and behavior over the course of 
development. For several reasons, we hypoth-
esize that its role will become more pronounced 
as children age. First, adolescents are more 
aware of their families’ financial situations (Orr 
2003; Yeung and Conley 2008). Plans to attend 
college may wane as adolescents process the 
cost of higher education and their families’ 
ability to pay for it, which could have a negative 
impact on achievement. In addition, parental 
expectations for children’s educational achieve-
ment and attainment, which are positively 
linked to wealth (Shanks and Destin 2009; Zhan 
2006), are likely to intensify as children get 
older. As college approaches, parents and 
teachers of children from wealthier families 
likely begin expressing more demanding and 
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concrete expectations for the children when it 
comes to academics or behavior that puts them 
on the path to top colleges and careers. 

Second, as children age, their contact with 
environments outside the home increases. 
Thus, to the extent that wealth buys access to 
better schools and neighborhoods, wealth ef-
fects may grow with age as children spend more 
time in school, with peers, and in their com-
munities. The social and cultural capital that 
comes with wealth and the neighborhoods and 
schools it can buy becomes more salient as chil-
dren age. Wealthier parents can access social 
and cultural capital to connect their children 
to networks that put children on trajectories of 
academic success and guide them away from 
risky behaviors that may indulge sensation-
seeking tendencies that manifest during ado-
lescence. Moreover, with increased exposure to 
peers and adults outside of the home comes 
increased awareness of stereotypes and gaps 
between the experiences of wealthy versus non-
wealthy families (Heberle and Carter 2015), 
which may shape mental health and future 
goals and thus achievement and behavior.

Last, wealth gaps in children’s behavior 
problems may become more pronounced as 
children age because of the developmental tra-
jectories of externalizing and internalizing dis-
orders. Externalizing problems are relatively 
normative during early childhood, with most 
children desisting from these behaviors as they 
move into middle childhood and adolescence 
(Lewis and Rudolph 2014). Externalizing behav-
iors exhibited in middle childhood and early 
adolescence are associated with more serious 
consequences for children’s trajectories over 
the life course. During these times, when exter-
nalizing becomes nonnormative, wealth may 
expose children to sociocultural norms that 
discourage externalizing behaviors. Internaliz-
ing problems, on the other hand, tend to be 
lower in early childhood. Increases in internal-
izing disorders occur at the onset of puberty 
and around the transition to adulthood, and 
this may be especially pronounced for children 
who experience low levels of wealth (Lewis and 
Rudolph 2014). Coupling the normal trajectory 
of internalizing problems with stereotyping 
and negative feelings about having less wealth 

than their peers during early adolescence sug-
gests that wealth effects on internalizing would 
grow with age, with the largest effects visible at 
adolescence (Heberle and Carter 2015). More-
over, when children do experience problem be-
havior, wealth helps families access mental and 
behavioral health services to promote more 
positive behavioral development and can pro-
tect children against the more serious conse-
quences of their behaviors (Luthar and Barkin 
2012).

Rese arch Aims
Limitations in the current wealth literature pre-
clude a full understanding of its role in child 
development. First, although these studies gen-
erally control for annual family income, they 
do not control for income volatility. This is 
problematic given that wealth may stabilize 
economic resources during times of income 
volatility (Rauscher and Elliott 2016), since fam-
ilies may draw from or borrow against assets to 
supplement lost income. Thus, without also ex-
ploring income volatility, it is unclear whether 
all or some of the association between wealth 
and child outcomes is attributable to less in-
come volatility. Along those lines, wealth may 
act as a buffer in times of lower income or high 
income volatility (Rauscher and Elliott 2016). 
For this reason, wealth may moderate links be-
tween income level and volatility and child out-
comes. No studies have explored interactions 
between income and wealth.

Second, in the current literature focused on 
wealth and children’s development, the age at 
which children’s outcomes were measured var-
ies widely across studies. As discussed, family 
wealth may have varying effects on achieve-
ment depending on child age. Moreover, some 
of the studies are cross-sectional and thus do 
not include information on income and wealth 
at earlier stages of children’s lives (Orr 2003; 
Yeung and Conley 2008; Zhan and Sherradan 
2003). Studies show that economic conditions 
in early childhood continue to affect children’s 
outcomes into adolescence (Magnuson and 
Votruba-Drzal 2008). Thus, studies that do not 
consider prior levels of wealth may underesti-
mate associations between wealth and develop-
ment. Last, the literature on wealth and child 
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development has focused on its associations 
with achievement. Links between wealth and 
behavior problems remain unclear despite the-
oretical reasons to expect associations.

To address these limitations, this study has 
two aims. First, it looks at the associations be-
tween cumulative wealth (measured from birth 
through the time of outcome) and children’s 
achievement and behavior at three distinct de-
velopmental periods—early childhood (age 
four to five), middle childhood (age nine to 
ten), and adolescence (age thirteen to four-
teen)—while controlling for two other dimen-
sions of family economic circumstances, in-
come level and volatility. Second, it explores the 
stabilizing role of family wealth by considering 
whether wealth moderates links between both 
income level and income volatility and child 
outcomes.

Methods
Data were drawn from the National Longitudi-
nal Survey of Youth 1979 (NLSY79) and its child 
supplement (NLSY-CS). The Bureau of Labor 
Statistics initiated the NLSY in 1979 to gather 
longitudinal data on the labor-market activities 
and other significant life events of young men 
and women in the United States. The original 
sample consisted of a nationally representative 
group of 12,868 men and women between the 
ages of fourteen and twenty-two, with an overs-
ample of poor and minority individuals. The 
NLSY gathered income, employment, educa-
tional, and other data on the sample annually 
until 1994 at which point data were collected 
biennially. In 1986, the NLSY introduced the 
child supplement, a separate survey of the bio-
logical children from the NLSY female partici-
pants. This study increased the child-specific 
information collected and followed children in 
the NLSY-CS until age fourteen. Biennially 
since 1986, children of the NLSY79 mothers 
have been interviewed and children’s cognitive, 
physical, and behavioral development has been 
assessed. As of 2014, a total of 11,521 children 
have been identified as having been born to the 
original 6,283 NLSY female respondents. The 
NLSY-CS includes direct assessments of chil-
dren’s academic achievement and parent re-
ports of behavioral development. This study 

uses eleven birth cohorts of children with data 
from early childhood through age thirteen and 
fourteen. Missing data on variables included in 
this study ranged from a low of 0 percent for 
many of the demographic variables, such as 
gender, birth cohort, and race, to a high of 
about 44 percent of the data missing for the di-
rect assessments of achievement. Children 
with full data on the family economic circum-
stances of interest totaled 8,095. For them, we 
imputed all other missing data using multiple 
imputation by chained equations implemented 
in Stata to create ten imputed datasets (Royston 
2005). Our final analytic sample was 8,095 
across all models.

Child Outcome Measures
Behavioral functioning was measured using the 
Behavior Problem Index (BPI) (Peterson and 
Zill 1986), which measures the frequency and 
type of behavioral problems for children ages 
four through fourteen. The total index score is 
based on parents’ answer to questions about 
their children’s behaviors over the prior three 
months on a 3-point ordinal scale (0 = not true, 
1 = sometimes true, 2 = often true). Examples 
of these items include whether the child is im-
pulsive, is disobedient at home, is cruel to oth-
ers, easily loses his or her temper, is fearful or 
anxious, is sad or depressed, or is withdrawn. 
Two factors tapping children’s internalizing be-
haviors and externalizing behaviors have been 
identified in the BPI. These factors have been 
shown to be reliable and valid in prior research 
(Center for Human Resource Research 2002). 
Independent measures of internalizing (six 
items, α = 0.67–0.78) and externalizing (four-
teen items, α = 0.84–0.89) behavioral problems 
were constructed using only the items that were 
asked consistently across all ages so that mea-
sures were consistent over time. The behavioral 
outcomes were standardized within each devel-
opmental stage to ease interpretation of re-
sults.

Peabody Individual Achievement Tests 
(PIAT) were used to measure academic achieve-
ment of children at early childhood (age five to 
six), middle childhood (age nine to ten), and 
adolescence (age thirteen to fourteen). This 
study focuses on mathematics and reading 
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skills, which were measured through the Math-
ematics, Reading Recognition, and Reading 
Comprehension subtests. Each of the subtests 
measures children’s academic skills according 
to the educational expectation by child age and 
grade (Markwardt 1997). The PIAT Mathematics 
subtest is an age-normed test of mathematical 
reasoning and ability for children. It consists 
of eighty-four items measuring early skills such 
as recognizing numbers and advanced mathe-
matic concepts such as geometry and trigo-
nometry. The measure of reading skills was cre-
ated by averaging the Reading Recognition and 
Comprehension subtests. Reading Recognition 
measures letter and word recognition and pro-
nunciation (eighty-four items). The Reading 
Comprehension test measures the children’s 
ability to derive meaning from what is read. The 
test was taken by children who scored at least 
19 points at the Reading Recognition test. The 
test consists of sixty-six sentences that the child 
reads silently and then choses the picture that 
best describes the sentence meaning. Both 
PIAT subtests have been shown to be reliable, 
with a test-retest reliability that ranges from 
0.73 to 0.84, and with good cross-year reliability 
(Baker et al. 1993). All academic outcomes were 
standardized within each developmental stage.

Family Economic Circumstances
The measure of wealth used in this study is 
based on the total net wealth variable calcu-
lated by the NLSY. It was calculated as the dif-
ference between assets and debts (and thus can 
have positive, zero, and negative values). Infor-
mation collected included reports on assets 
like home value, value of businesses and real 
estate, vehicles, IRAs, 401(k) and 403(b) retire-
ment plans, stocks, bonds, mutual funds, cash 
savings, and other assets like jewelry or collec-
tions, and reports of debts like mortgages or 
other residential debt, debt on vehicles, and 
credit card and student loan debt. To account 
for economies of scale, wealth was adjusted for 
the square root of household size (Gibson-Davis 
and Percheski 2018). Given that the wealth data 
were skewed and initial exploratory analyses 
showed nonlinearities in links between wealth 
and child outcomes, we tested two different 
nonlinear specifications of the wealth variable: 
the natural log of wealth and wealth quintiles 

(with dummy variables indicating the quintile 
to which the family belonged). To log transform 
the wealth variable, we added a constant to the 
wealth value to deal with negative and zero val-
ues (which cannot be log transformed). Results 
for logged wealth and wealth quartiles were 
similar; for simplicity’s sake, we present mod-
els with the log of wealth except where results 
differed.

To measure income level and income volatil-
ity, each year (or every other year since 1994), 
respondents were asked to report the income 
received by all household members in the prior 
calendar year from wages, salaries, and busi-
ness earnings. Family income for each year was 
converted to 2013 inflation-adjusted dollars so 
that income was comparable across years. Be-
cause research has shown that cumulative in-
come is a stronger predictor of children’s out-
comes than income in any period (Mayer 1997), 
we created income measures that drew data 
from the year prior to birth through age of the 
predicted outcome. Income was also adjusted 
for family size in the same way as wealth so that 
income and wealth coefficients were compara-
ble. Income level was transformed by the natu-
ral log to correct for skew (first adding a con-
stant to values to shift the distribution so there 
were no zero values) and because prior litera-
ture has shown that income increases tend to 
matter more for families with lower incomes.

Income volatility measures were created for 
each developmental period by calculating the 
difference in income between two consecutive 
years (subtracting previous income from in-
come earned two years later). We used the two-
year span because after 1994, income was only 
measured every two years and we wanted a con-
sistent measure over time. Next, we created di-
chotomous indicators reflecting whether the 
family had a negative income shock of at least 
25 percent in the two-year span. We chose the 
25 percent cutoff based on income volatility re-
search (Hardy 2014; Miller et al. 2020); models 
included negative income shocks only also 
based on our prior work (Miller et al. 2020; 
Miller and Votruba-Drzal 2017) and empirical 
analyses with these data showing that only neg-
ative income shocks, not positive shocks, re-
lated to child outcomes. Finally, the volatility 
measure was accumulated from the year before 
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birth through the predicted outcome in each 
model in order to denote how many times the 
family experienced an income loss of at least 
25 percent.

As to child and family covariates, demo-
graphic characteristics that could influence 
economic fluctuations and child outcomes 
were included in the models. Child covariates 
included child age in months, gender (female 
reference group), and race-ethnicity, catego-
rized as Latinx, black, white, or other racial-
ethnic group (Latinx being the reference 
group). Using a series of dummy variables, we 
also controlled for the cohort in which the child 
was born. Family covariates included the num-
ber of children under the age of eighteen living 
in the house, whether the family lived in an ur-
ban or rural area, age of the mother at the birth 
of the first child, whether the mother was mar-
ried, and the number of weeks the mother has 
been unemployed in the past calendar year. The 
number of years of maternal education was 
coded as a continuous variable that ranged 
from zero to twenty. We also controlled for 
mothers’ score on the Air Force Qualification 
Test (AFQT), which measures aptitude on a va-
riety of intellectual tasks, such as arithmetic 
reasoning, word knowledge, paragraph com-
prehension, and numerical operations. All 
time-varying characteristics were averaged 
across waves from birth to the predicted out-
come age.

Analytic Plan
Our first aim was to examine the main effects 
of wealth on reading and math achievement 
and internalizing and externalizing behavior 
across three developmental stages: early child-
hood (age five and six), middle childhood (age 
nine and ten), and adolescence (age thirteen 
and fourteen). To do so, we estimated separate 
ordinary least squares regressions for each de-
velopmental stage to predict each outcome 
with wealth, controlling for other aspects of 
economic circumstances. Thus, the child out-
come was predicted by wealth, income level, 
income volatility, and all covariates. Our sec-
ond aim was to explore whether wealth moder-
ated the effects of income level and income 
volatility on child development. For this, we re-
estimated the models with the addition of in-

teractions between wealth and income level 
and income volatility.

Results
Table 1 presents weighted descriptive statistics 
for the full sample and broken out by develop-
mental stage. Descriptive statistics show that 
the sample is diverse in terms of race-ethnicity, 
economic conditions, and child outcomes. In 
addition, the difference between the mean and 
median of wealth and family income is large, 
illustrating the skew in these variables. When 
examining the development of behavioral prob-
lems over time, on average, children’s internal-
izing problems slightly increased and external-
izing problems generally decreased. Children, 
on average, gained math and reading skills over 
time.

Associations Between Wealth 
and Development
Results of analyses associating wealth with 
early childhood achievement and behavioral 
functioning are presented in table 2. Holding 
annual income and income volatility constant, 
wealth was related to externalizing problems 
and both math and reading scores. Every log 
unit increase in wealth (about a 2.7-fold in-
crease) was associated with reductions in exter-
nalizing behavior problems of 0.30 of a stan-
dard deviation (SD). This same increase in 
wealth was also linked to higher achievement 
scores (0.23 SD for math and 0.17 SD for read-
ing). Analyses using wealth quintiles revealed 
some links between family wealth and internal-
izing problems (see table 4). Children in the 
first and second wealth quintile had higher lev-
els of internalizing problems than those in the 
third, fourth, and fifth quintiles.

Table 3 presents the results of models pre-
dicting middle childhood outcomes with fam-
ily wealth. Wealth was related to reduced behav-
ior problems and higher achievement even 
after controlling for income level and volatility, 
plus numerous other child and family charac-
teristics. Specifically, log unit increases in fam-
ily wealth were related to decreases in internal-
izing and externalizing of 0.18 SD and 0.19 SD, 
respectively, and higher scores on math and 
reading assessments (0.23 SD and 0.16 SD, re-
spectively). Analyses using wealth quintiles re-



16 0 	 w e a l t h  i n e q u a l i t y  a n d  c h i l d  d e v e l o p m e n t

r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

Table 1. Descriptive Statistics (N = 8,095)

Variable

Early Childhood Middle Childhood Adolescence

Mean or 
Percent 

(SD) Median

Mean or 
Percent

(SD) Median

Mean or 
Percent

(SD) Median

Child outcomes
Internalizing 1.10

(1.54)
1.41

(1.82)
1.40

(1.95)
Externalizing 6.07

(4.62)
6.04

(4.96)
5.91

(5.07)
PIAT Mathematics 14.28

(5.72)
42.02

(10.89)
55.43

(11.85)
PIAT Reading and Comprehension 15.71

(5.69)
42.02

(10.88)
56.72

(12.26)
Economic circumstances

Family wealth $95,606
($269,312)

$15,123 $112,420
($290,657)

$21,393 $126,372
($432,820)

$26,838

Family wealth weighted by family size $48,034
($135,344)

$55,873
($146,083)

$62,553
($151,704)

Family income $49,362
($55,280)

$35,918 $51,449
($55,637)

$38,307 $52,782
($55,651)

$39,480

Family income weighted by family size $26,283
($29,969)

$19,066 $26,856
($29,244)

$20,172 $27,324
($28,892)

$20,783

Negative income shocks 0.49
(0.50)

0.82
(0.72)

1.09
(0.89)

Child gender: male 50.6% 50.6% 50.6%
Child age at assessment (years) 5.5

(0.50)
9.5

(1.71)
13.5
(0.50)

Mother’s race: Latino 20.2% 20.2% 20.2%
Black 26.9% 26.9% 26.9%
Other 52.9% 52.9% 52.9%

Percentage of waves mother is married 68.2% 66.9% 66.0%
Mother is employed 81.7% 83.3% 84.2%
Household is urban 76.4% 74.8% 73.8%
Mother’s years of education 12.55

(2.38)
12.61
(2.39)

12.65
(2.39)

Mother’s education squared 162.78
(60.74)

164.3
(61.00)

165.43
(61.34)

AFQT 39,395
(28,197)

39,395
(28,197)

39,395
(28,197)

Maternal age at birth of first child 22.45
(4.91)

22.45
(4.91)

22.45
(4.91)

Number of children in house 2.07
(1.06)

2.23
(1.05)

2.26
(1.03)

Source: Authors’ calculations from the NLSY.
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vealed some links between family wealth and 
internalizing problems (table 4). Children in 
the first wealth quintile had higher levels of in-
ternalizing problems than children in the sec-
ond, third, fourth, and fifth quintiles.

Last, the results of models predicting ado-
lescent outcomes with family wealth are pre-
sented in table 5. Links between family wealth 

and externalizing, math, and reading were ob-
served. Wealth was negatively related to exter-
nalizing problems (0.18 SD reduction per log 
increase in wealth), and positively linked to 
math and reading achievement (respectively, 
0.29 SD and 0.21 SD increases per log unit in-
crease in wealth). Much as in early stages, mod-
els using wealth quintiles (see table 4) showed 

Table 2. Early Childhood Outcomes Predicted By Family Economic Characteristics

Predictors

Internalizing
Coef.
(SE)

Externalizing
Coef.
(SE)

Math 
Coef.
(SE)

Reading 
Coef.
(SE)

Income –0.04*** –0.03*** 0.02*** 0.02*
(0.01) (0.01) (0.01) (0.01)

Income shock 0.03 0.06* –0.09** –0.07*
(0.03) (0.03) (0.03) (0.03)

Wealth –0.10 –0.27*** 0.19** 0.20***
(0.06) (0.06) (0.07) (0.06)

Black –0.03 –0.02 –0.04 0.23***
(0.04) (0.04) (0.04) (0.04)

Other –0.00 0.09** 0.18*** 0.02
(0.04) (0.03) (0.04) (0.04)

Marital status –0.05 –0.12** 0.00 0.07*
(0.04) (0.04) (0.04) (0.03)

AFQT –0.08*** –0.02 0.16*** 0.19***
(0.02) (0.02) (0.02) (0.02)

Female –0.02 –0.20*** 0.09*** 0.21***
(0.02) (0.02) (0.03) (0.02)

Mother’s education –0.10** –0.11*** 0.04 0.09**
(0.03) (0.03) (0.04) (0.03)

Mother’s education squared 0.00** 0.00* 0.00 –0.00
(0.00) (0.00) (0.00) (0.00)

Mother’s employment –0.06 –0.14** 0.02 0.08
(0.05) (0.04) (0.05) (0.05)

Number of children –0.00 –0.05*** –0.07*** –0.14***
(0.01) (0.01) (0.02) (0.02)

Urbanicity –0.08* –0.05 0.04 0.09**
(0.03) (0.03) (0.03) (0.03)

Mother’s age at birth 0.01* –0.00 –0.00 –0.01+

(0.00) (0.00) (0.00) (0.00)
Constant 2.42** 5.35*** –3.33*** –3.60***

(0.81) (0.79) (0.87) (0.73)

Source: Authors’ calculations from the NLSY.
Note: N = 8,095. Standard errors in parentheses. Child cohort was included in the model but not pre-
sented for parsimony.
+p < .1; *p < .05; **p < .01; ***p < .001
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that adolescents falling in the lowest quintile 
of family wealth tended to exhibit higher levels 
of internalizing problems than children in 
wealthier families (ranging from 0.11 to 0.23 
SD). Unlike in early childhood, adolescents in 
the first and second wealth showed signifi-
cantly different levels of internalizing, with 
children in the lowest quintile exhibiting 0.11 
SD more internalizing problems than those in 
the second quintile on average.

Associations Between Income Level, 
Income Volatility, and Child Development
Next, we tested whether links between child 
outcomes and both income volatility and in-
come level vary according to level of wealth. 
Overall, the evidence suggested that family 
wealth buffers children’s development from 
low levels of family income across all develop-
mental stages. However, wealth did not moder-
ate links between achievement and volatility. 

Table 3. Middle Childhood Outcomes Predicted by Family Economic Characteristics

Predictors

Internalizing 
Coef.
(SE)

Externalizing 
Coef.
(SE)

Math 
Coef.
(SE)

Reading 
Coef.
(SE)

Income –0.05*** –0.03*** 0.03*** 0.03***
(0.01) (0.01) (0.01) (0.01)

Income shock 0.04* 0.01 –0.01 –0.01
(0.02) (0.02) (0.02) (0.02)

Wealth –0.18** –0.19** 0.23*** 0.16**
(0.06) (0.07) (0.06) (0.06)

Black –0.09* 0.00 –0.13*** –0.09**
(0.04) (0.04) (0.04) (0.03)

Other 0.02 0.11** 0.10* 0.02
(0.03) (0.04) (0.04) (0.03)

Marital status –0.13*** –0.18*** 0.01 0.10**
(0.04) (0.04) (0.03) (0.03)

AFQT 0.01 0.02 0.24*** 0.26***
(0.02) (0.02) (0.02) (0.02)

Female –0.08** –0.27*** –0.03 0.17***
(0.02) (0.03) (0.02) (0.02)

Mother’s education –0.13*** –0.11** 0.03 0.05+

(0.03) (0.04) (0.03) (0.03)
Mother’s education squared 0.00*** 0.00* 0.00 –0.00

(0.00) (0.00) (0.00) (0.00)
Mother’s employment –0.04 –0.22*** –0.06 0.05

(0.07) (0.06) (0.06) (0.06)
Number of children –0.02+ –0.05** –0.06*** –0.12***

(0.01) (0.01) (0.01) (0.01)
Urbanicity –0.05 –0.05 0.06+ 0.03

(0.04) (0.04) (0.03) (0.03)
Mother’s age at birth 0.00 –0.00 –0.00 –0.00

(0.00) (0.00) (0.00) (0.00)
Constant 4.02*** 4.62*** –3.46*** –2.84***

(0.78) (0.89) (0.758) (0.73)

Source: Authors’ calculations from the NLSY. 
Note: N = 8,095. Standard errors in parentheses. Child cohort was included in the model but not pre-
sented for parsimony.
+p < .1; *p < .05; **p < .01; ***p < .001
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Table 4. Main Effects and Interactions for Income Dynamics and Categorical Wealth for Internalizing

Predictors

Internalizing

Early Childhood Middle Childhood Adolescence

Coef. SE Coef. SE Coef. SE

Main effects
Income –0.04*** (0.01) –0.04*** (0.01) –0.05*** (0.01)
Income shocks 0.02 (0.03) 0.04* (0.02) 0.05** (0.02)
Wealth: second quantile –0.00 abc (0.04) –0.09* abc (0.04) –0.11** ab (0.04)
Wealth: third quantile –0.10* a (0.04) –0.18*** ade (0.04) –0.16*** (0.04)
Wealth: fourth quantile –0.15***b (0.05) –0.26*** bd (0.05) –0.21*** a (0.05)
Wealth: fifth quantile –0.16**c (0.05) –0.29*** ce (0.05) –0.23*** b (0.05)
Constant 1.12*** (0.24) 1.63*** (0.24) 1.61*** (0.26)

Wealth interactions  
with income

Income –0.05*** (0.01) –0.04*** (0.01) –0.05*** (0.01)
Income shocks 0.02 (0.03) 0.04* (0.02) 0.05** (0.02)
Wealth: second quantile –0.08 a (0.10) –0.23+ (0.13) –0.23 (0.16)
Wealth: third quantile –0.20 (0.17) –0.17 (0.20) 0.02 (0.26)
Wealth: fourth quantile –0.18 (0.24) –0.15 (0.32) –0.02 (0.40)
Wealth: fifth quantile –0.66** b (0.25) –0.72* (0.34) –0.65+ (0.37)
Income*second quantile 0.01 (0.01) 0.02 (0.02) 0.01 (0.02)
Income*third quantile 0.01 (0.02) 0.00 (0.02) –0.02 (0.03)
Income*fourth quantile 0.01 (0.02) –0.01 (0.03) –0.02 (0.04)
Income*fifth quantile 0.05* (0.02) 0.04 (0.03) 0.04 (0.03)
Constant 1.14*** (0.24) 1.65*** (0.24) 1.62*** (0.27)

Wealth interactions with  
income shocks

Income –0.04*** (0.01) –0.04*** (0.01) –0.05*** (0.01)
Income shocks 0.04 (0.06) 0.01 (0.04) 0.08* (0.04)
Wealth: second quantile –0.04 (0.06) –0.11 ab (0.07) –0.09 (0.08)
Wealth: third quantile –0.06 (0.06) –0.25*** (0.07) –0.08 (0.09)
Wealth: fourth quantile –0.12+ (0.06) –0.27*** a (0.07) –0.14 (0.09)
Wealth: fifth quantile –0.12+ (0.07) –0.35*** b (0.08) –0.20* (0.09)
Income shocks*second quantile 0.06 (0.08) 0.02 (0.06) –0.02 (0.05)
Income shocks*third quantile –0.06 (0.08) 0.07 (0.06) –0.06 (0.05)
Income shocks*fourth quantile –0.04 (0.08) 0.01 (0.06) –0.05 (0.05)
Income shocks*fifth quantile –0.06 (0.08) 0.07 (0.06) –0.02 (0.06)
Constant 1.10*** (0.24) 1.64*** (0.24) 1.59*** (0.27)

Source: Authors’ calculations from the NLSY. 
Note: N = 8,095. Standard errors in parentheses. Wealth quintiles are compared to the first quintile. 
Post hoc analyses tested the significance of differences between other wealth quintiles. Within each 
column, coefficients with shared superscript letters are different from each other at the p < .05 level. 
Child (cohort, gender, and race), mother (marital status, AFQT, education, employment status, and age 
at birth of first child), and household (number of children at home and urbanicity) characteristics were 
included in the model but not presented for parsimony. 
+p < .1; *p < .05; **p < .01; ***p < .001
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Table 6 presents the results of models testing 
interactions between wealth and income pre-
dicting early childhood development. Only two 
interactions were significant. Wealth buffered 
the effects of volatility on early childhood ex-
ternalizing problems (table 6, panel B). As 
wealth increased, positive links between volatil-
ity and externalizing diminished. Wealth also 
buffered the effects of income level on early 
childhood behavior problems. Specifically, as 

wealth increased, negative links between an-
nual income and internalizing grew smaller 
(table 6, panel A).

Wealth attenuated links between income 
level and child outcomes in middle childhood 
(table 7, panel A). As wealth increased, the neg-
ative associations between annual income and 
internalizing and externalizing behaviors and 
the positive relations between annual income 
and math achievement grew smaller. Finally, 

Table 5. Adolescent Outcomes Predicted by Family Economic Characteristics

Predictors

Internalizing
Coef.
(SE)

Externalizing
Coef.
(SE)

Math
Coef.
(SE)

Reading
Coef.
(SE)

Income –0.06*** –0.05*** 0.02*** 0.04***
(0.01) (0.01) (0.01) (0.01)

Income shock 0.05** 0.06*** –0.03+ –0.00
(0.02) (0.02) (0.01) (0.01)

Wealth –0.11+ –0.18** 0.29*** 0.21***
(0.06) (0.06) (0.06) (0.06)

Black –0.13* –0.02 –0.13** –0.28***
(0.05) (0.04) (0.04) (0.03)

Other 0.05 0.14** 0.13*** –0.05+

(0.04) (0.04) (0.04) (0.03)
Marital status –0.07+ –0.23*** 0.10** 0.15***

(0.04) (0.04) (0.04) (0.03)
AFQT 0.01 0.03 0.27*** 0.28***

(0.02) (0.02) (0.02) (0.02)
Female –0.03 –0.16*** –0.07** 0.11***

(0.03) (0.03) (0.02) (0.02)
Mother’s education –0.10** –0.06 0.03 0.07*

(0.03) (0.04) (0.03) (0.03)
Mother’s education squared 0.00** 0.00 –0.00 –0.00

(0.00) (0.00) (0.00) (0.00)
Mother’s employment –0.24** –0.39*** –0.01 0.07

(0.08) (0.08) (0.06) (0.06)
Number of children –0.04** –0.03* –0.04*** –0.11***

(0.01) (0.02) (0.01) (0.01)
Urbanicity –0.00 –0.00 0.00 0.01

(0.04) (0.04) (0.03) (0.03)
Mother’s age at birth –0.00 –0.00 0.00 –0.00

(0.00) (0.00) (0.00) (0.00)
Constant 3.025*** 4.05*** –4.34*** –3.67***

(0.739) (0.83) (0.75) (0.75)

Source: Authors’ calculations from the NLSY. 
Note: N = 8,095. Standard errors in parentheses. Child cohort was included in the model 
but not presented for parsimony.
+p < .1; *p < .05; **p < .01; ***p < .001
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wealth buffered the effects of income level on 
adolescent behavior problems and achieve-
ment (table 8, panel A). Specifically, increases 
in wealth buffered the negative associations be-
tween annual income and externalizing behav-
iors and the positive relations between annual 
income and math and reading achievement.

Discussion
Using data from a nationally representative co-
hort of families and children, this study exam-
ines how wealth relates to child achievement 
and behavior, controlling for other aspects of 
family economic conditions. It adds to the 

wealth literature by using detailed information 
on wealth measured from before the child’s 
birth through adolescence. Moreover, it docu-
ments associations during three distinct devel-
opmental periods: early childhood, middle 
childhood, and adolescence. Last, this study is 
one of the first to explore whether wealth acts 
as a buffer for children experiencing low levels 
of income or high income volatility.

Results showed three general patterns. First, 
more wealth was related to better achievement 
and fewer behavioral problems at all develop-
mental stages. Next, contrary to our hypothe-
ses, wealth associations were quite stable over 

Table 6. Results of Interactions Between Wealth and Income Dynamics for Early Childhood

Predictors

Internalizing  
Coef.
(SE)

Externalizing  
Coef.
(SE)

Math  
Coef.
(SE)

Reading  
Coef.
(SE)

Panel A. Wealth interactions  
with income

Income –1.35** –0.95 0.31 0.15
(0.49) (0.69) (0.41) (0.40)

Income shocks 0.03 0.06* –0.09*** –0.07*
(0.03) (0.03) (0.03) (0.03)

Wealth –1.24** –1.08+ 0.44 0.31
(0.44) (0.62) (0.37) (0.35)

Wealth*income 0.10** 0.07 –0.02 –0.01
(0.04) (0.06) (0.03) (0.03)

Constant 16.74** 15.41* –6.51 –5.05
(5.52) (7.76) (4.59) (4.41)

Panel B. Wealth interactions  
with volatility

Income –0.04*** –0.03*** 0.02*** 0.02*
(0.01) (0.01) (0.01) (0.01)

Income shocks 1.78 3.12* 1.16 –1.21
(1.35) (1.25) (1.26) (1.60)

Wealth –0.02 –0.14+ 0.24** 0.15
(0.08) (0.08) (0.08) (0.09)

Wealth*income shock –0.14 –0.24* –0.10 0.09
(0.11) (0.10) (0.10) (0.13)

Constant 1.48 3.70*** –4.00*** –2.98**
(1.07) (1.03) (1.01) (1.11)

Source: Authors’ calculations from the NLSY. 
Note: N = 8,095. Standard errors in parentheses. Child (cohort, gender, and race), mother (mari-
tal status, AFQT, education, employment status, and age at birth of first child), and household 
(number of children at home and urbanicity) characteristics were included in the model but not 
presented for parsimony. 
+p < .1; *p < .05; **p < .01; ***p < .001
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child age. Finally, evidence suggests that links 
between income level, but not volatility, and 
child functioning vary by level of family wealth. 
Taken together, the results provide a better un-
derstanding of the role wealth and income dy-
namics play—separately and jointly—in the 
academic and behavioral development across 
childhood.

Associations Across Domains 
and Development
This study provides new evidence of wealth’s 
association with both academic and behavioral 
functioning at three developmental stages. 

Controlling for both income level and volatility, 
as well as for a multitude of other characteris-
tics of parents and children, wealth consis-
tently predicted reading and math achievement 
as well as externalizing problems. Alternate 
model specifications showed links between 
wealth and internalizing across development 
as well. These links were apparent when com-
paring children in low-wealth households to 
very wealthy children, but almost no differ-
ences were observed when comparing mid-
wealth children with their wealthier peers. To 
put these associations into perspective, hypo-
thetically considering low-income families 

Table 7. Results of Interactions Between Wealth and Income Dynamics for Middle Childhood

Predictors

Internalizing 
Coef.
(SE)

Externalizing 
Coef.
(SE)

Math  
Coef.
(SE)

Reading  
Coef.
(SE)

Panel A. Wealth interactions  
with income

Income –1.51* –1.15+ 1.55** 0.81+

(0.62) (0.60) (0.49) (0.46)
Income shocks 0.04* 0.01 –0.01 –0.01

(0.02) (0.02) (0.02) (0.02)
Wealth –1.47** –1.19* 1.57*** 0.85*

(0.56) (0.54) (0.44) (0.41)
Wealth*income 0.12* 0.09+ –0.12** –0.06+

(0.05) (0.05) (0.04) (0.04)
Constant 20.21** 17.06* –20.25*** –11.53*

(6.93) (6.75) (5.55) (5.16)
Panel B. Wealth interactions  
with volatility

Income –0.05*** –0.03*** 0.03*** 0.03***
(0.01) (0.01) (0.01) (0.01)

Income shocks –0.38 –0.38 0.93 0.05
(0.85) (0.86) (0.79) (0.84)

Wealth –0.21* –0.22* 0.30*** 0.16+

(0.09) (0.10) (0.08) (0.09)
Wealth*income shocks 0.03 0.03 –0.07 –0.00

(0.07) (0.07) (0.06) (0.07)
Constant 4.41*** 4.98*** –4.33*** –2.90**

(1.12) (1.26) (1.04) (1.12)

Source: Authors’ calculations from the NLSY. 
Note: N = 8,095. Standard errors in parentheses. Child (cohort, gender, and race), mother (mari-
tal status, AFQT, education, employment status, and age at birth of first child), and household 
(number of children at home and urbanicity) characteristics were included in the model but not 
presented for parsimony. 
+p < .1; *p < .05; **p < .01; ***p < .001
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with $1,000 in assets, holding everything else 
constant, our results suggest that saving a little 
more than $1,000 per year for five years would 
reduce income disparities in achievement by 
40 percent and almost entirely close the socio-
economic status (SES)-behavioral gap. Or, to 
present another hypothetical, our results sug-
gest decreasing the family’s credit card debt 
from the U.S. average (about $6,000) to $1,000 
would close income gaps in achievement and 
behavior by the same magnitude. Indeed, the 
wealth-child outcome associations observed in 
this study are much larger than the income-
child outcome associations. We conducted 

post hoc analyses to compare the size of wealth 
and income coefficients to determine whether 
the wealth associations were significantly 
larger than income associations. These post 
hoc tests showed that in all cases where wealth 
is a significant predictor of achievement or be-
haviors, it has a stronger relation to child de-
velopment than family income does. Specifi-
cally, a log unit change in wealth was linked to 
changes in achievement and behavior that 
ranged from about five to ten times larger than 
a similar change in family income. These find-
ings suggest that programs and policies aimed 
at increasing family net worth, such as child 

Table 8. Results of Interactions Between Wealth and Income Dynamics for Adolescence

Predictors

Internalizing
Coef.
(SE)

Externalizing
Coef.
(SE)

Math
Coef.
(SE)

Reading
Coef.
(SE)

Panel A. Wealth interactions  
with income

Income –1.42+ –1.71* 1.83*** 2.06***
(0.73) (0.70) (0.44) (0.50)

Income shocks 0.05** 0.06*** –0.03* –0.01
(0.02) (0.02) (0.01) (0.01)

Wealth –1.31* –1.65** 1.89*** 2.00***
(0.66) (0.62) (0.39) (0.46)

Wealth*income 0.11+ 0.13* –0.14*** –0.16***
(0.06) (0.06) (0.03) (0.04)

Constant 18.11* 22.46** –24.35*** –26.04***
(8.27) (7.77) (4.95) (5.80)

Panel B. Wealth interactions  
with volatility

Income –0.06*** –0.05*** 0.02*** 0.04***
(0.01) (0.01) (0.01) (0.01)

Income shocks 0.47 –0.51 0.55 0.82
(0.75) (0.67) (0.57) (0.63)

Wealth –0.06 –0.23** 0.35*** 0.29***
(0.09) (0.09) (0.09) (0.08)

Wealth*income shocks –0.03 0.05 –0.05 –0.07
(0.06) (0.05) (0.05) (0.05)

Constant 2.50* 4.77*** –5.06*** –4.71***
(1.22) (1.18) (1.11) (1.05)

Source: Authors’ calculations from the NLSY.
Note: N = 8,095. Standard errors in parentheses. Child (cohort, gender, and race), mother (mari-
tal status, AFQT, education, employment status, and age at birth of first child), and household 
(number of children at home and urbanicity) characteristics were included in the model but not 
presented for parsimony. 
+p < .1; *p < .05; **p < .01; ***p < .001
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development accounts or debt reduction inter-
ventions, may do more to reduce SES dispari-
ties in children’s academic and behavioral 
skills than efforts focused on increasing in-
come alone.

This study contributes to the wealth litera-
ture in other ways as well. First, it extends the 
wealth literature by looking at behavioral out-
comes. Given that much of the literature on 
wealth has focused on its implications for 
childhood and adult academic outcomes and, 
to a lesser extent, other human capital out-
comes, this is an important advancement. Be-
cause we observe associations between wealth 
and behavior in childhood, it will be interesting 
to explore whether this association extends into 
adulthood in future studies. Second, this is the 
first study to document these associations 
across early childhood, middle childhood, and 
adolescence. Exploring these relations longitu-
dinally, we were able to see that links between 
wealth and child outcomes remain fairly stable 
with age. This is inconsistent with our hypoth-
eses and theory (Orr 2003; Yeung and Conley 
2008). It is also inconsistent with work featured 
in this issue that showed debt, specifically child 
support arrears, had stronger links to child be-
havior problems at fifteen years old than at 
nine years old (Nepomnyaschy et al. 2021, this 
issue). This points to an important future direc-
tion for wealth research. More studies are 
needed that break net worth into its numerous 
components, like assets and debts, liquid and 
nonliquid assets, good debt and bad debt, or 
secured and unsecured debt, to get a better pic-
ture of how subcomponents of wealth relate to 
different aspects of child development at vari-
ous ages (Conwell and Ye 2021, this issue; 
Nepomnyaschy et al. 2021, this issue). Also, be-
cause adolescence marks the time when chil-
dren begin to understand their socioeconomic 
position relative to others and internalize ste-
reotypes regarding wealthier and less wealthy 
families, it may be important to include infor-
mation on adolescents’ subjective financial 
well-being (Gibson-Davis and Hill 2021, this is-
sue). Adolescents’ subjective financial well-
being factors into their emotions and attitudes, 
including feelings of depression or anxiety 
about their social standing or attitudes about 
the importance of schoolwork for their future 

educational or career prospects (Shim et al. 
2009). These emotions and attitudes may have 
a direct impact on both achievement and be-
havioral functioning (Shim et al. 2009). Unfor-
tunately, the NLSY does not include a measure 
of adolescents’ feelings of financial stress or 
well-being, which may be important missing 
information that, when accounted for, could 
explain associations between wealth and ado-
lescent outcomes. Indeed, our lab is currently 
conducting a study that collects measures of 
adolescents’ perceptions of financial strain and 
well-being, as well as measures of achievement 
and behavior problems and family income and 
wealth, in an effort to examine how these per-
ceptions explain or alter the roles of income 
and wealth in their development.

As with prior studies, links between wealth 
and math skills were slightly stronger than 
wealth’s links to reading achievement. This 
finding remains unexplained and calls for ad-
ditional research exploring its etiology. Indeed, 
the mechanisms explaining wealth’s associa-
tions with child development is an understud-
ied area. It will be important for future research 
to examine more carefully the family processes, 
including parental investments and stress, that 
underlie links between wealth and children’s 
achievement and behavior. Moderating factors 
may be important to consider when looking at 
wealth effects on child development as well. As 
articles in this issue highlight (Conwell and Ye 
2021, this issue; Gibson-Davis and Hill 2021, 
this issue), racial disparities in wealth accumu-
lation and debt avoidance are pronounced. But 
race may also moderate links between wealth 
and child outcomes. For instance, increased 
wealth may not confer the same or similar ben-
efits to black families as to white families if, as 
research suggests, it does not buy black fami-
lies the same entrée into social and cultural 
capital due to racial biases. When black fami-
lies accrue greater wealth, it does not translate 
into increased social and cultural capital to the 
same extent as white families because of his-
toric patterns of racism and discrimination 
(Conley 2010; Henry, Votruba-Drzal, and Miller 
2019). Moreover, structural and historical dis-
crimination may place black families, even 
when wealthy, in close proximity to spatial, re-
lational, and intergenerational disadvantage 
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that may limit the extent to which wealth can 
be leveraged for investments in children’s de-
velopment (Henry, Votruba-Drzal, and Miller 
2019). In this case, we would expect links be-
tween wealth and child outcomes to be weaker 
for black families. Other potential buffers from 
low levels of wealth that should be explored in 
future work include grandparent wealth and 
parental education, given that these factors 
may both give families social status and entrée 
to social and cultural capital attendant with 
high wealth (Gibson-Davis and Hill 2021, this 
issue), in which case, links between wealth and 
child development would be attenuated for 
children with wealthier grandparents or highly 
educated parents.

Wealth May Buffer Children in 
Low-Income Families
Another novel finding from this study is that 
wealth may buffer children against the negative 
academic and behavioral implications of low 
family income. It is important to acknowledge, 
however, that the protective role of family 
wealth tended to be selective and was not con-
sistently present for all outcomes at every de-
velopmental stage. In particular, the impor-
tance of wealth as a buffer from low levels of 
income appeared to grow as children age. 
Wealth moderation was minimal in early child-
hood, but present for both academic and be-
havioral outcomes in middle childhood and 
adolescence.

These findings are consistent with our hy-
potheses and research on the role of wealth in 
stabilizing family finances (Rauscher and El-
liott 2016). The extent to which families lever-
age wealth to stabilize family income or pro-
vide an influx of money or that families have 
less debt may help stave off stress accompany-
ing periods of low income or increase the 
money available to meet financial obligations 
or make promotive investments in children. 
Interestingly, although our hypotheses regard-
ing the growing importance of family wealth 
as youth age were not supported by the results 
of main effects of wealth, we do see in the mod-
eration analyses that the buffering role of 
wealth does indeed grow as children get older. 
This perhaps suggests that as children ap-
proach adolescence, the status and cultural 

capital that comes with high levels of wealth 
can protect children from the harmful effects 
of low levels of income in ways that it cannot 
when children are in early childhood and less 
aware of their social standing (Orr 2003; Yeung 
and Conley 2008). Visible forms of wealth like 
driving the “right car,” living in a “good neigh-
borhood” in a “nice house” or attending a 
“good school” may give older children a sense 
of relative class privilege, confidence, and se-
curity. Young children are less likely to pick up 
on these status symbols. Regardless of income, 
wealth may give families access to the social 
and cultural capital enabling them to connect 
their children to social networks that put chil-
dren on trajectories of academic success and 
guide them away from maladaptive behaviors 
that manifest during late childhood and early 
adolescence. Thus, even in times of economic 
hardship or low income, wealth could serve as 
a guarantee that these youth are exposed to 
learning opportunities and experiences that 
promote high achievement and opportunities 
for relationships and interactions that pro-
mote positive social and emotional develop-
ment. Additionally, wealth may relate to parent 
and teacher expectations of academic success, 
all of which become more important as chil-
dren age.

Surprisingly, the buffering role of wealth did 
not extend to income volatility. In fact, our find-
ings related to the role of income volatility in 
predicting child outcomes were generally 
weaker in all analyses. This may be due to the 
volatility measure used in this study. Given the 
sampling time frame of the NLSY, our volatility 
measure represented changes in income over 
two years. However, the impact of income vola-
tility on families and children may be driven 
more by variability in income earned week to 
week or month to month more so than biyearly 
income changes (Hill et al. 2013). The NLSY 
does not include data on families’ earnings at 
shorter intervals, but we are currently engaged 
in a study that collects monthly reports of fam-
ilies’ income, as well as a host of other mea-
sures, which will allow us to create month-to-
month measures of income volatility and test 
how they relate to child and family functioning. 
Future work would be wise to test whether vol-
atility in family wealth has implications for 
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children’s development—a question that has 
yet to be addressed in the literature.

Limitations
First, these results are correlational and there-
fore must be interpreted cautiously. Family in-
come dynamics and wealth are not randomly 
assigned. Instead, parents make choices that 
affect their earnings and wealth, and the char-
acteristics influencing their selections regard-
ing economic factors also shape the proximal 
contexts in which their children develop. To re-
duce bias, we included covariates for factors 
such as marital status and employment in our 
models. We also controlled for mothers’ scores 
on the AFQT, which is widely considered a time-
invariant measure of academic aptitude related 
to economic conditions, parenting, and chil-
dren’s development (Votruba-Drzal 2006). It is 
still possible, however, that observed associa-
tions between wealth and child outcomes are 
attributable to unmeasured characteristics of 
parents or children.

Despite trade-offs between internal and ex-
ternal validity, both are important in develop-
mental studies (Miller, Henry, and Votruba-
Drzal 2016). Studies using experimental or 
quasi-experimental designs often use samples 
that represent a small, unique population (see, 
for example, Akee et al. 2010; Conger et al. 1994; 
Gennetian and Miller 2002). A strength of this 
study is its external validity: it uses a nationally 
representative sample of women and their chil-
dren to extend and replicate findings from the 
literature on family economic conditions and 
child development (Miller, Henry, and Votruba-
Drzal 2016). Nonetheless, additional research 
on income and development using experimen-
tal data or quasi-experimental techniques is 
necessary to strengthen causal inference to in-
form programs and policies aimed at eliminat-
ing economic disparities in child outcomes 
(Miller, Henry, and Votruba-Drzal 2016).

Conclusion
Using representative data, this study provides 
useful information regarding the role of wealth 
in childhood academic and behavioral dispari-
ties. Throughout childhood and adolescence, 
wealth had independent links to child develop-

ment after accounting for links between in-
come level and volatility and development. 
Moreover, results suggest that wealth may buf-
fer children from associations between low lev-
els of income and maladaptive outcomes. Fu-
ture studies to build on this research are 
needed to inform programs and policies aimed 
at narrowing economic disparities in children’s 
life chances. Yet this work indicates that wealth 
is an important facet of family economic cir-
cumstances when it comes to child well-being, 
and it is deserving of additional research and 
policy attention.
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Shanks, and Beverly 2014; Lerman and McKer-
nan 2008; Miller et al. 2021, this issue; Shanks 
et al. 2010). This article examines a policy inter-
vention that tests the use of Child Development 
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Extreme wealth inequality imposes significant constraints on financially vulnerable families, especially on 
the development of children in those families. Child Development Accounts (CDAs)—investment accounts 
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CDA policy in a population sample. Findings show that, in addition to stimulating account holding and asset 
building, universal and automatic CDAs for postsecondary education have positive effects on outlooks for 
and behaviors of parents and children. This long-running CDA experiment suggests ten design elements for 
a universal, progressive, and potentially lifelong CDA policy. Informed by findings from this experiment, 
seven states have adopted some version of this model. These innovations illustrate potential policy pathways 
to reducing asset inequality and improving child development.
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inequality

A s s e t  B u i l d i n g  a n d  D e v e l o p m e n t

Wealth inequality has become extreme in the 
United States in recent decades (Saez 2019; Zuc-
man 2019), especially for households with chil-
dren (Pfeffer and Waitkus 2021, this issue). Re-
latedly, some scholarship indicates that 
household wealth has serious implications for 
child well-being (Beverly, Elliott, and Sherraden 
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Accounts (CDAs) to reduce wealth inequality, 
support child development, and encourage 
eventual educational attainment. Opened at 
birth, CDAs are investment accounts offering 
financial access and participation, a structured 
asset accumulation platform, and subsidies for 
postsecondary education.

Numerous policies implicitly recognize the 
ways in which household economic resources 
shape child development. Among those sup-
porting low-income families with children are 
Temporary Assistance for Needy Families, the 
Earned Income Tax Credit (Michelmore and 
Lopoo 2021, this issue), school meals, Head 
Start, Medicaid (Jackson, Agbai, and Rauscher 
2021, this issue), the Children’s Health Insur-
ance Program, and child support (Nepomnyas-
chy et al. 2021, this issue). CDAs are one of the 
few policy initiatives that specifically address 
the linkages between household assets and 
child development (Sherraden 1991). Policy in-
terest in CDAs is growing (U.S. Government Ac-
countability Office 2020; Schuetz 2020). In the 
United States, seven states have established 
statewide policies (U.S. Government Account-
ability Office 2020; Sherraden, Huang, and Zou 
2019). CDA programs and policies have also 
been implemented in Canada, Israel, Korea, 
Singapore, Uganda, mainland China, Taiwan, 
and the United Kingdom (Huang, Zou, and 
Sherraden 2020).

CDAs are grounded in the theory that accu-
mulating household assets can help children 
eventually pay for postsecondary education ex-
penses. The theory also holds that assets may 
shape the attitudes and behaviors of parents 
and children, including their interactions, in 
ways that promote positive educational out-
comes (Sherraden 1991; see also Beverly, Elliott, 
and Sherraden 2013; Grinstein-Weiss, Shanks, 
and Beverly 2014; Shanks et al. 2010). For ex-
ample, having assets for children’s postsecond-
ary education may increase parents’ educa-
tional expectations for the children (Kim et al. 
2015), promote their own mental health 
(Huang, Sherraden, and Purnell 2014), and im-
prove both parenting practices and other 
parent-child interactions (Huang, Nam, et al. 
2019). These attitudes and behaviors contribute 
to healthy child development. They and the fi-
nancial assets designated for postsecondary 

education may help children develop a college-
bound identity (Beverly, Elliott, and Sherraden 
2013), which can lead in turn to better academic 
performance and educational attainment. 
These factors may be especially powerful for 
disadvantaged families that would not other-
wise be able to consider higher education.

In the sections that follow, we first describe 
the CDA policy concept and its recent develop-
ment in the United States. We then summarize 
existing findings on the impacts of universal 
and automatic CDAs on families’ asset build-
ing, parental attitudes and behaviors, and child 
development. We focus on the Saving for Edu-
cation, Entrepreneurship, and Downpayment 
program in Oklahoma (SEED OK) CDA pro-
gram, which was tested in a randomized exper-
iment in a full statewide population with a 
stratified random sample of families with new-
borns. We use the SEED OK experiment as an 
example because it shows how universal and 
progressive CDA policy could be designed, im-
plemented, and sustained to serve large popu-
lations. With insights gained from SEED OK 
research, we recommend policy design features 
and discuss their implementation in statewide 
policies. The goal is to provide a comprehen-
sive summary of CDA impacts and features that 
can serve as a general guide for future design 
and implementation.

The CDA Policy Concep t
CDAs are viewed as the centerpiece of a univer-
sal, progressive, and potentially lifelong policy 
that offers families a structure within which to 
accumulate assets over time (Sherraden 1991; 
Sherraden and Clancy 2005). Universality 
means providing a CDA to every newborn, and 
progressivity means allocating extra subsidies 
and incentives for children from vulnerable 
families. This inclusive approach enables all 
children to participate in asset building (powell 
2009). As proposed, CDAs are an asset-building 
framework for the entire life course.

Both the CDA model and subsequently im-
plemented policies encourage families to con-
tribute to the accounts, which also grow from 
deposits by public, nonprofit, or private sources, 
as well as from investment earnings. Subsidies 
and incentives can come in the form of opening 
deposits, contributions at milestones in the 
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1. The SEED National Initiative was a policy, practice, and research effort led by seven national partners: the 
Corporation for Enterprise Development (CFED, now known as Prosperity Now), the Center for Social Develop-
ment (CSD) at Washington University in St. Louis, the University of Kansas School of Social Welfare, the Uni-
versity of Michigan, the New America Foundation, the Initiative on Financial Security at the Aspen Institute, and 
RTI International (Sherraden and Stevens 2010).

beneficiary’s life (such as birthdays), savings 
matches, and tax benefits. Although CDAs were 
conceived as a tool for accumulating assets for 
a variety of uses, most related policies in the 
United States today designate the assets for 
postsecondary education. CDAs in some other 
countries—Israel, Taiwan, and United King-
dom, for example—do not restrict assets after 
children reach certain age milestones.

In the United States, the first coordinated 
test of CDAs piloted them in twelve community-
based programs between 2003 and 2008 (Sher-
raden and Stevens 2010). This effort, the Saving 
for Education, Entrepreneurship, and Down-
payment Initiative (SEED National Initiative), 
recruited 1,171 low-income children and their 
families in communities in twelve states.1 The 
largest share of SEED participants (N = 790) was 
affiliated with a program in Pontiac, Michigan, 
which was also the site for MI-SEED, a quasi-
experimental program that offered CDAs to 
children enrolled at Head Start centers in and 
around the city (Adams 2008; Loke, Clancy, and 
Zager 2009). The counterfactual was created by 
randomly assigning matched pairs of Head 
Start centers to treatment and comparison 
groups. The intervention consisted of an ac-
count with Michigan’s 529 College Savings Plan 
(MI 529), initial deposits from the program and 
the state, and opportunities for savings 
matches. To take up the offer, a treatment fam-
ily opened an account with the MI 529, after 
which the initiative contributed $800 and the 
state $200. For four years, deposits made by 
family members into these accounts received a 
one-to-one match from SEED. After intensive 
recruitment efforts, 235 (62 percent) of the 381 
caregivers in the treatment group opened ac-
counts (Blumenthal and Shanks 2019; Shanks, 
Johnson, and Nicoll 2008; Shanks, Nicoll, and 
Johnson 2014); however, the most disadvan-
taged families in this already low-income sam-
ple were the least likely to open accounts.

In December 2008, after the formal program 
had ended, the CDAs of MI-SEED participants 

had a mean balance of $1,483 and a median 
value of $1,131 (Loke, Clancy, and Zager 2009). 
The MI-SEED sample consisted of children 
from low-income families who experienced the 
Great Recession, yet a large majority did not 
make nonqualified withdrawals and still had 
positive balances by 2019. As of September 2019, 
the mean balance was $1,945, and the median 
was $1,411. By 2019, when most of the MI-SEED 
students were old enough to have graduated 
from high school, participants began to use 
their accounts to make qualified withdrawals. 
Twenty-four individuals made twenty-nine 
qualified withdrawals, a mean withdrawal of 
$1,379 (median $1,081). Forty-two individuals 
made forty-seven nonqualified withdrawals, a 
mean of $1,313 (median $1,000). Analyses with 
standardized test scores from Michigan sug-
gested that having a CDA was associated with 
increased likelihood of scoring above profi-
ciency on the reading and math sections of the 
sixth-grade test (p < .10) and the English and 
writing section of the eleventh-grade test (p < 
.05). Those results were robust to the inclusion 
of controls for economic disadvantage and spe-
cial education.

Although successful in some ways, MI-SEED 
revealed the limitations of opt-in enrollment. 
Despite intensive outreach and explanation, 
and the offer of an $800 initial deposit, only 62 
percent of families opened CDAs (Shanks, 
Johnson, and Nicoll 2008; Shanks, Nicoll, and 
Johnson 2014), and disadvantaged families 
were overrepresented in the remaining 38 per-
cent—exactly the opposite of what might be 
considered most desirable in terms of inclu-
sion. Moreover, 73 percent of parents who did 
open accounts chose the most conservative 
guaranteed-income option, which greatly lim-
ited investment growth. For example, the aver-
age balance of a conservative account in 2019 
was $1,588 (median of $1,409), but $4,228 (me-
dian of $2,330) for more aggressive accounts 
that included exposure to equities. This experi-
ence with the CDA policy model in MI-SEED—
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2. Several cities have also launched CDA policies, among them San Francisco; Saint Louis, Missouri; New York 
(City of New York 2017); Oakland; and Lansing, Michigan.

3. SEED OK was funded by the Ford Foundation, Charles Stewart Mott Foundation, and Lumina Foundation for 
Education.

especially the challenges of opt-in enrollment 
and low-growth investment choices—later led 
to the CDA policy model for SEED OK (Sher-
raden and Clancy 2005). This was a key 
evidence-based transition in CDA policy devel-
opment.

In 2018, more than seventy CDA policies and 
programs operated in the United States; nearly 
half a million children were enrolled beneficia-
ries (Prosperity Now 2018). Seven states—Cali-
fornia, Illinois, Maine, Nebraska, Nevada, 
Pennsylvania, and Rhode Island—have ad-
opted statewide, automatic, universal CDA pol-
icies by legislation or administrative rule (see 
table 1) (Clancy, Sherraden, and Beverly 2019a).2 
These programs were influenced by the results 
from the CDA policy model research—through 
reports, testimony, and interstate cooperation 
(Beverly, Clancy, and Sherraden 2016; Clancy 
2019; Clancy and Beverly 2017c; Clancy, Sher-
raden, and Beverly 2019a). The latest four state-
wide CDA policies, notably, were created by leg-
islation, in effect moving from demonstrations 
to regularized public policy. Regarding poten-
tial growth, estimates from 2018 birth statistics 
suggest that about eight hundred thousand 
children will be added into these policies in 
2021. Other states are also taking steps to enact 
CDA policies; for example, legislation to create 
statewide CDAs was introduced in both houses 
in Missouri in early 2020, stalled because of the 
COVID-19 pandemic, and is expected to be a 
priority in 2021 (Leiker, Clancy, and Sherraden 
2020).

As shown in table 1, these state programs 
vary in their specific features. Maine, which has 
the oldest statewide CDA policy in the country, 
automatically enrolls every resident newborn 
(about twelve thousand annually), depositing 
a $500 grant into the state’s 529 plan. The grants 
are funded by a private philanthropy. The pol-
icy matches family savings in a state 529 ac-
count at a 50 percent rate up to an annual max-
imum of $300 (Clancy and Sherraden 2014; 
Huang et al. 2013). The savings match is depos-
ited automatically regardless of family income 

and carries no lifetime maximum (Clancy and 
Sherraden 2014). In 2018, Pennsylvania became 
the first state to create a universal and auto-
matic CDA policy through legislation, which 
passed with bipartisan support (Center for So-
cial Development 2018). The Pennsylvania Key-
stone Scholars program automatically deposits 
$100 into the state 529 plan for each of the ap-
proximately 140,000 residents born annually 
(Clancy, Sherraden, and Beverly 2019a).

SEED OK
SEED OK, which began in 2007, is an ongoing, 
longitudinal, multimethod, randomized exper-
iment of a universal CDA in a full statewide 
population. It was designed to test the impacts 
of universal and progressive CDAs opened at 
birth. Children in the treatment group received 
a CDA that included a state-owned account, an 
initial deposit, and incentives to encourage de-
posits from their families.3 Children in the con-
trol group did not receive this CDA intervention 
and had no restrictions of any kind. They and 
their parents were free to open a 529 account, 
and some of them did. The evaluation of SEED 
OK was multimethod and rigorous, including 
random sampling from a state population, 
oversamples of populations of color, longitudi-
nal survey data, account data electronically 
transferred from the state 529 plan, and in-
depth interviews.

Sample and Data
The sampling frame was the population of 
Oklahoma infants born in two three-month pe-
riods in 2007. Treatment and control group 
members were randomly selected from birth 
records provided by the Oklahoma Health De-
partment. The experiment oversampled racial 
and ethnic minorities—African Americans, 
American Indians, and Hispanics—because of 
our interest in the ties between wealth inequal-
ity and race. Mothers of 2,704 newborns agreed 
to participate. This sampling design produced 
estimates that were generalizable to the full 
state population of families with newborns.
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4. More than 99 percent of the caregivers completing the baseline survey were mothers of selected newborns. 
For simplicity, we refer to all caregivers as mothers.

5. Program deposits were initially invested in the OK 529 Balanced Fund Option. Funds were later moved to an 
age-based option in which investments become increasingly conservative as the beneficiary nears college age.

6. Oklahoma does not count assets in these state-owned accounts or any personal deposits into OK 529 accounts 
against the asset limits of state means-tested programs (Clancy, Sherraden, and Beverly 2019a).

Yunju Nam and colleagues (2013) used de-
mographic data from birth certificates to com-
pare mothers who completed the baseline sur-
vey with those who did not.4 The two groups 
did not differ significantly on infant’s race and 
Hispanic origin, gender, and birth weight; 
mother’s marital status and metropolitan resi-
dency; and father’s age. Participating mothers 
were slightly older (25.5 versus 25.2 years), 
slightly more educated (12.5 versus 12.2 years), 
and slightly more likely to have been born in 
the United States (87 versus 84 percent).

After completing a baseline survey between 
the fall of 2007 and the spring of 2008, the 
mothers were randomly assigned to the treat-
ment (n = 1,358) or the control group (n = 1,346; 
Marks, Rhodes, and Scheffler 2008). About 84 
percent (n = 2,259) completed the wave 2 survey 
in the spring of 2011, 1,149 in the treatment 
group and 1,110 in the control group (for de-
scriptive statistics, see Zager et al. 2010). Wave 
3 of the survey was conducted in the first half 
of 2020.

The evaluation used data from surveys of 
mothers, account information as provided by 
the state 529 plan, and in-depth interviews. The 
Oklahoma 529 College Savings Plan (OK 529) 
provided quarterly data on ownership of and 
balances in OK 529 accounts for SEED OK chil-
dren. Those data were transferred directly to the 
SEED OK research team from the 529 program 
manager. Finally, in-depth interviews conducted 
between mid-2009 and late 2010 provided qual-
itative data on mothers’ experiences with and 
viewpoints on the CDA (Gray et al. 2012).

SEED OK Intervention 
The SEED OK experiment was built on OK 529’s 
centralized account platform. In general, con-
tributions to 529 accounts are made after tax. 
Investment earnings are not subject to federal 
or state taxes if withdrawn for qualified educa-
tional expenses at community colleges, trade 

and vocational schools, four-year colleges, and 
other postsecondary institutions. However, a 
10 percent penalty on investment earnings (as 
opposed to deposited amounts) is applied to 
withdrawals for anything other than payment 
of qualified expenses. Many states, including 
Oklahoma, offer income tax benefits (whether 
credits or deductions) for contributions to their 
529 plans. In Oklahoma, as elsewhere across 
the United States, any adult citizen or resident 
alien may open a 529 account.

SEED OK had an opt-out design. For each 
child in the treatment group, the Oklahoma 
treasurer’s office automatically opened a state-
owned OK 529 account with a $1,000 initial de-
posit. Parents could opt out of the account by 
contacting the Oklahoma state treasurer’s of-
fice. (Some CDA policies allow parents to opt 
out of receiving communications but maintain 
funds for the child to access when she or he 
turns eighteen.) Funds in these accounts have 
been invested in the OK 529 Moderate Age-
Based Option (Clancy and Beverly 2017a).5 
When the beneficiaries are ready to use the 
funds, withdrawals will be sent directly to post-
secondary educational institutions.6 Funds that 
remain in a CDA after the beneficiary turns 
thirty will revert to the state.

SEED OK also offered two financial incen-
tives designed to encourage treatment mothers 
to open and make personal deposits into their 
own OK 529 accounts (mother-owned accounts). 
At the time, the state plan required a $100 de-
posit to open the account. SEED OK offered the 
$100 initial contribution for accounts opened 
by a given date. In addition, the experiment pro-
vided savings matches for four years (2008–2011) 
to low- and moderate-income treatment fami-
lies that made deposits into mother-owned ac-
counts. Families with an annual adjusted gross 
income under $29,000 had a 1 to 1 match rate 
for their savings (up to $250 in matches per 
year), and those with an annual adjusted gross 
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income between $29,001 and $43,499 received a 
0.5 to 1 rate (up to $125 in matches per year). Us-
ing public-assistance program records and the 
state tax-return data of consenting participants 
to assess eligibility, the state automatically de-
posited savings matches. Families have been 
able to choose an investment that is more or 
less aggressive than the state-selected option, 
withdraw savings easily for personal or financial 
reasons, and benefit from the state tax deduc-
tion.

In each calendar quarter, the OK 529 pro-
gram manager mailed statements showing the 
balance of the state-owned account to each 
treatment family. In addition, SEED OK sent 

other communication materials (such as letters 
and postcards), a mailing of two books to be 
read with children, and a T-shirt reading “Fu-
ture College Graduate.” SEED OK was a low-
resource intervention, did not directly contact 
treatment mothers, made no professional con-
tact, and did not offer any services. Mothers 
and other family members in the control group 
could open OK 529 accounts but did not receive 
incentives to do so. Figure 1 presents a flow 
chart for the intervention (Clancy et al. 2016).

Effects on Financial Outcomes
Published research using SEED OK financial 
data from 2009, 2010, and 2014 suggested that 

Source: Adapted from Beverly, Clancy, and Sherraden 2016, 2.
Note: SEED OK = SEED for Oklahoma Kids; OK 529 = Oklahoma 529 College Savings Plan.
a One mother opted out of the account for her child for religious reasons.
b Funds are restricted for use on qualified postsecondary educational expenses and are sent directly to 
educational institutions.
c Anyone eighteen years or older, regardless of their state residency, can open an OK 529 account.
d Savings matches are held in SEED OK accounts.
e Because they did not receive automatically opened accounts, control children do not receive SEED 
OK account statements, but quarterly OK 529 account statements are sent for all mother-owned ac-
counts.

Figure 1. Flow Chart of the SEED OK Experiment

Mothers assigned randomly to treatment or control group

Mothers did not receive educational materials

Children did not receive SEED OK account or initial 
deposit

Mothers not eligible for $100 incentive but may open 
own OK 529 account for SEED OK childrenc 

Mothers eligible for a time-limited, $100 incentive to open 
own OK 529 accounts for SEED OK children 

Mothers not eligible for savings matchesLow- and moderate-income mothers eligible for matches on
deposits to own OK 529 accounts for SEED OK childrend 

Children do not receive quarterly SEED OK 
account statementseChildren receive quarterly SEED OK account statements

Infants selected randomly from Oklahoma birth records (n = 7,328)

Mothers of infants completed SEED OK baseline survey (n = 2,704)

Treatment group (n = 1,358)

Children received automatically opened SEED OK 
accounts and $1,000 initial depositsa, b

Mothers received educational materials on college, saving 
for college, and OK 529 accounts

Control group (n = 1,346)
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the SEED OK intervention generated positive 
financial outcomes (Beverly et al. 2015; Clancy 
et al. 2016; Nam et al. 2013; Sherraden et al. 2015) 
on account holding and accumulated assets.

SEED OK achieved near universal account 
holding by automatically opening state-owned 
accounts. (Very soon after accounts were 
opened, one mother of a treatment child opted 
out of the account, citing religious reasons.) 
The impact of automatic opening was large; in 
its absence, very few children would have had 
a 529 account. For example, in 2014, when SEED 
OK children were about seven years old, fewer 
than 4 percent in the control group had an OK 
529 account (Clancy et al. 2016). Very large and 
statistically significant treatment-control dif-
ferences in the percentages of participants 
holding any OK 529 account were also found in 
disadvantaged subsamples (Beverly et al. 2012; 
Clancy et al. 2016; Nam et al. 2013; Sherraden et 
al. 2015).

Also, the CDA in SEED OK had a large, posi-
tive impact on the value of total 529 assets for 
higher education and a modest one on the 
value of personal savings held in incentivized 
529 individual accounts (Clancy et al. 2016; Nam 
et al. 2013). On December 31, 2014, the average 
value of the treatment group’s total 529 assets 
for higher education was $1,851, nearly six times 
that for the control group ($323, p < .01). The 
average value of personal savings in individual 
accounts was greater for treatment children 
($419) than for control children ($323), but the 
difference was not statistically significant 
(Clancy et al. 2016). The average value of total 
earnings on CDA assets of the treatment group 
was $570, nearly five and a half times that for 
the control group ($109, p < .01).

The findings on total 529 assets for higher 
education were consistent with the incentives 
and support for savings, including automatic 
deposits, matching savings, restricting invest-
ment options, deferring taxes, and guiding 
withdrawals. It may be helpful to understand 
the meaning that accumulated assets can have. 
Nearly one-third of Americans could not come 
up with $2,000 within a month to meet an un-
expected need, and the median net worth of 
low-income was approximately $0 (Federal Re-
serve 2017). In contrast, approximately 18 per-
cent of the experiment’s treatment children 

had assets in individual accounts (Clancy et al. 
2016). Was the accumulated amount enough to 
matter for higher education? If the savings were 
maintained until they were eighteen years old 
and the assets earned a 5 percent rate of return, 
the average balance in individual accounts 
would be approximately 9 percent of the aver-
age total in-state tuition for a four-year postsec-
ondary institution in Oklahoma (Huang et al. 
2017). If estimates included the initial $1,000 
deposit by SEED OK, the $100 account-opening 
deposit, and returns on these deposits, the ac-
cumulated sum would cover approximately 13 
percent of that tuition (Huang et al. 2017). 
Other estimates indicated that, on average, par-
ents paid 14 percent of children’s postsecond-
ary tuition from savings in 2018 (Sallie Mae and 
Ipsos 2018).

Effects on Social Development 
The CDAs in SEED OK affected more than asset 
accumulation. Findings indicated effects on so-
cial development outcomes. Using data from 
the wave 2 survey conducted in 2011, SEED OK 
research examined the effects of CDAs on pa-
rental educational expectations, maternal de-
pressive symptoms, parenting practices, and 
children’s social-emotional development. Asset 
effects theory guided predictions about the in-
fluence of assets on child development and the 
selection of these outcomes (Grinstein-Weiss, 
Shanks, and Beverly 2014; Huang, Sherraden, 
and Purnell 2014; Lerman and McKernan 2008). 
The theory posited that, because the assets 
were available, parents would have higher ex-
pectations and improve their interactions with 
children accordingly. Thus, levels of emotional 
distress and parenting stress would be lower, 
and the effects would promote child develop-
ment. Positive parent-child interactions and 
healthy child development would in turn con-
tribute to positive educational outcomes. How-
ever, because children were only four years old 
at the time of the wave 2 survey, no analyses 
examined educational outcomes.

The findings suggest that the CDA helped 
treatment parents sustain high expectations 
about their children’s education (Kim et al. 
2015), reduced the intensity of maternal depres-
sive symptoms (Huang, Sherraden, and Purnell 
2014), reduced punitive parenting practices 
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(Huang, Nam, et al. 2019), and improved chil-
dren’s early social-emotional development 
(Huang et al. 2014). Details on the measures of 
these social development outcomes were pro-
vided in SEED OK research (Huang et al. 2014; 
Huang, Nam, et al. 2019; Huang, Beverly, et al. 
2019; Huang, Sherraden, and Purnell 2014; Kim 
et al. 2015). Overall, the effect sizes of CDAs on 
these outcomes were similar to those of other 
early childhood interventions such as Early 
Head Start and Head Start (around 0.10; see 
Huang, Nam, et al. 2019; Huang, Beverly, et al. 
2019; Huang, Sherraden, and Purnell 2014). 
Some of the magnitudes of effect sizes were 
larger for the low-income subsample than for 
the full sample (Huang, Nam, et al. 2019; 
Huang, Beverly, et al. 2019; Huang, Sherraden, 
and Purnell 2014). This suggests that universal 
and automatic CDAs had greater effects on 
some social development outcomes for low-
income families. In this regard, CDAs have the 
potential to reduce some child development 
disparities caused by economic inequality.

Altogether, these outcomes indicate a pat-
tern of modest but meaningful social develop-
ment improvements that, because of the rigor-
ous research design, can be causally attributed 
to the CDA. These positive effects were docu-
mented even though the CDA funds had not yet 
been used for education. In other words, asset-
holding itself made the difference. (We also hy-
pothesize that these assets will later be “spent” 
and contribute to educational success.)

Findings from extended qualitative inter-
views conducted with forty SEED OK treatment 
mothers supported and enriched these quanti-
tative findings on the effects of CDAs. One 
theme of the interviews was that mothers said 
the CDA made them feel optimistic about their 
children’s future (Gray et al. 2012). For example, 
one treatment mother facing great financial 
pressure stated that the CDA made her feel “a 
whole lot better” and caused her to “have some 
hope” for her child (64). Another mother said 
that the CDA “give[s] me something to look for-
ward to—to know that it would help” (56). For 
some, the CDA represented a partnership with 
the state in securing their child’s future. The 
research also indicated that CDAs were more 

meaningful to mothers with low income and 
low education than to their more advantaged 
counterparts.

Ke y Design Elements of a 
Universal and Progressive 
CDA Policy Model
As noted, experimental evidence suggests that 
CDAs substantially increased the holding of in-
vestment accounts and assets for education 
and had positive impacts on some attitudes 
and behaviors of children and families. In 
SEED OK, CDAs also motivated parents of in-
fants to open 529 accounts, though the impact 
on amount of individual savings was not statis-
tically significant in early childhood. Overall, 
financial and nonfinancial impacts in CDAs 
were generated not by individual saving behav-
iors but by a universal policy model that built 
opportunities for children and families. We ar-
gue that the core feature of successful CDAs is 
the inclusion of all children, and that the de-
sign features of this policy model matter for 
inclusion and sustainability. Scholars at the 
Center for Social Development identified ten 
key elements for universal and progressive CDA 
policies (Clancy and Beverly 2017c; Clancy, 
Sherraden, and Beverly 2019a, 2019b; Sher-
raden, Clancy, and Beverly 2018). These ele-
ments are designed to ensure that a policy is 
universal, progressive, and potentially lifelong, 
and that it is built on an efficient, scalable, and 
stable policy model capable of promoting asset 
accumulation for development purposes.

1. Universal eligibility
All children within a jurisdiction are eligible for 
CDAs under that jurisdiction’s policy. For a 
state or city CDA policy, all children in families 
across the full socioeconomic and geographic 
spectrum in the state or city are eligible for the 
CDA. A national CDA policy will include all chil-
dren in the country. Ideally, CDAs are not in-
tended to target certain subpopulations such 
as disadvantaged families. For example, ac-
cording to California Education Code, each 
state resident born on or after July 1, 2020, is 
eligible for a state CDA.7 In contrast, the CDAs 
targeting specific populations (such as clients 

7. Calif. EDC § 69996.3(a) (2019).



r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

	 a s s e t  b u i l d i n g  a n d  d e v e l o p m e n t 	 1 8 5

of certain social agencies) risk excluding some 
disadvantaged children from asset-building op-
portunities. Some programs target children in 
public schools but exclude those in religious 
and private schools, as well as those who are 
homeschooled. Such exclusions may create bar-
riers for financially vulnerable families given 
that some religious schools and private schools 
enroll a substantial proportion of low-income 
students.

Universal eligibility also avoids the admin-
istrative costs associated with eligibility assess-
ment and recruitment and creates a platform 
to implement automatic enrollment (see next 
element). The comparison of statewide CDA 
policies with small-scale community CDA pro-
grams with targeted populations suggests that 
the latter may encounter high administrative 
and outreach costs, affecting program effi-
ciency and sustainability (Clancy and Sher-
raden 2014; Huang, Beverly, et al. 2019; Clancy 
et al. 2019). In addition, the inclusion of mod-
erate- and high-income families through uni-
versal eligibility enables cross-subsidization, 
wherein high balance accounts can help to off-
set the costs of low-balance accounts, thereby 
making inclusion of low-balance accounts fea-
sible in the marketplace (Clancy, Orszag, and 
Sherraden 2004; Clancy, Sherraden, and Beverly 
2015; Huang, Beverly, et al. 2019). In sum, full 
inclusion supports program efficiency, opera-
tions, public support, and sustainability. More 
research should be conducted to quantify the 
specific benefits of universal eligibility.

2. Automatic enrollment
Children are automatically enrolled in the CDA 
on an opt-out basis. Automatic enrollment re-
moves the burden of voluntary program take-
up from parents (Clancy, Sherraden, and Bev-
erly 2019a, 2019b). As research suggests, low 
take-up among eligible families is a challenge 
of public benefit programs (Currie 2004). Find-
ings of SEED OK indicate that, with automatic 
enrollment, it is feasible for CDAs to cover es-
sentially all children (only one family in SEED 
OK, less than 0.1 percent, has opted out). Com-
pared with a nearly 100 percent participation in 
automatic SEED OK CDAs, the opt-in MI-SEED 
CDAs have an enrollment rate of 62 percent fol-
lowing extensive community outreach. The im-

portance of universal eligibility with automatic 
enrollment has also been demonstrated in 
state CDA policies. The first statewide CDA in 
the United States, Maine’s Harold Alfond Col-
lege Challenge, originally used an opt-in enroll-
ment approach and invested approximately 
$11.5 million for program outreach to enroll 40 
percent of all eligible children between 2008 
and 2013. Modeling the SEED OK CDA, the pro-
gram changed to automatic enrollment in 2014 
and now includes all Maine newborns (approx-
imately 12,500 annually), thus saving millions 
of dollars a year in recruitment costs with al-
most no additional operational costs (Clancy 
and Sherraden 2014).

3. Automatic initial deposit
All children automatically receive a substantial 
initial deposit ($500 to $1,000) when enrolled. 
Findings from SEED OK strongly support the 
importance of a sizable initial deposit for asset 
accumulation: by the end of 2014, about three-
quarters of accumulated assets in CDAs for 
treatment children were generated from the ini-
tial deposit and its earnings. In addition to in-
dividual savings, a substantial initial deposit 
greatly increases the potential of CDAs to ad-
dress inequality. Moreover, a substantial initial 
deposit may be related to CDA effects on par-
ents and children’s attitudes and behaviors 
from the beginning (Beverly, Elliott, and Sher-
raden 2013). The SEED OK CDA’s positive im-
pacts on attitudes and behaviors, even though 
very few parents have made personal deposits, 
seem to suggest that the initial deposit desig-
nated for postsecondary education brings 
about these changes. In Pennsylvania, the state 
government provides a scholarship grant of 
$100 as an initial deposit when automatically 
enrolling eligible children into the program. 
More research is required for us to understand 
better the relationship between the amount of 
the initial deposit and the effects of the CDA 
(Beverly, Elliott, and Sherraden 2013).

4. At-birth start
State birth records, the only centralized source 
of such information, enable CDA administra-
tors to enroll beneficiaries when they are born, 
maximizing the potential for asset growth over 
time. These records have a second important 
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8. 72 Pa. Stat. § 312(b)(1) (2019).

9. Effects of the progressive subsidy will be evaluated in SEED OK wave 3 research.

advantage in being the only efficient way to 
achieve automatic, universal enrollment. For 
example, Pennsylvania’s CDA statute requires 
the state’s Department of Health to transmit 
infants’ birth records for the CDA no later than 
ninety days after birth.8 In the absence of using 
statewide birth records, a CDA program cannot 
be truly universal. As we have seen in MI-SEED 
and other examples, when programs are not 
universal, they disproportionately leave out the 
most disadvantaged families, even when the 
programs are targeted to a low-income popula-
tion.

5. Automatic progressive subsidy
Low-income and disadvantaged children auto-
matically receive additional deposits to boost 
asset accumulation. SEED OK and asset-
building policies have shown that low-income 
families can save but that the amount of house-
hold savings may not be enough to achieve par-
ticular goals, such as financing postsecondary 
education. A savings match is a common policy 
incentive for asset accumulation in CDAs, but 
it is difficult for low-income families to save for 
long-term goals and thus to benefit from the 
match. Therefore, it is highly desirable that 
other creative and progressive deposits subsi-
dize the asset accumulation of low-income chil-
dren. Options include a progressive deposit for 
each year of schooling completed or for each 
year of service in the community. In 2019, SEED 
OK offered a progressive deposit to half of the 
children randomly selected from the treatment 
group. All of these children received $200 and 
low-income children received an additional 
$400 (Clancy, Sherraden, and Beverly 2019c).9

6. Centralized savings plan
Through a single, central platform, state-
contracted organizations manage CDAs and in-
vestments. In the United States, state 529 plans 
have served this function, facilitating statewide 
partnerships, efficiency, and economies of 
scale. As an existing financial platform in forty-
nine states, 529 plans have important features 
well suited to CDAs, including state sponsor-
ship to enable full inclusion and smooth policy 

operation, legal and accounting structures to 
facilitate asset accumulation (such as savings 
protection, account restrictions, and tax report-
ing), centralized administration for accounting 
and recordkeeping functions, and simplified 
investment opportunities for potential growth. 
We discuss the detailed benefits of the central-
ized savings plan built on 529 plans elsewhere 
(Clancy, Sherraden, and Beverly 2015). In the 
United States, CDAs that are not built on 529 
plans typically use bank accounts, but this 
choice has several disadvantages (described in 
Clancy, Sherraden, and Beverly 2015). The value 
of centralized savings plans in general, and 529 
plans in particular, is revealed by the choices 
made by CDA program and policy designers: all 
statewide CDAs use 529 plans as the financial 
platform. By the end of 2019, nearly 90 percent 
of CDAs were 529 plan accounts (U.S. Govern-
ment Accountability Office 2020).

7. Investment growth potential
To leverage opportunities afforded by long-
term market appreciation, CDA deposits are 
held in funds that have the potential for invest-
ment growth over time. Market appreciation 
can yield substantial assets, especially if depos-
its are made when the child is very young. As of 
December 31, 2014, investment earnings ac-
count for nearly one-third of the average value 
of educational assets in the CDAs of SEED OK 
for the treatment group (Clancy et al. 2016). The 
initial deposit of $1,000 was made into SEED 
OK CDAs prior to the 2007–2009 financial reces-
sion and declined to just below $700 during the 
recession. However, the fund grew to about 
$1,900 by the end of 2019 (Sherraden et al. 2020).

8. Targeted investment options
Targeted options streamline the CDA program’s 
investments. One of the most effective ways to 
simplify program investments and family deci-
sion making is to use age-based funds, which 
are tailored to the beneficiary’s age and adjust 
investment allocations to become more conser-
vative as the beneficiary nears the age for 
higher education (Clancy and Beverly 2017a). 
Age-based options simplify fund selection at 
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enrollment and eliminate pressure to make on-
going investment decisions. They also provide 
a strategic alternative to fixed interest funds 
(Clancy and Beverly 2017a). In MI-SEED, the ma-
jority of treatment parents who opened MI529 
accounts selected the most conservative 
guaranteed-income option and saw limited in-
vestment growth. In statewide CDAs, states typ-
ically invest program contributions (such as 
initial deposits and progressive subsidies) in 
age-based funds.

9. Restricted withdrawals
Assets are restricted to ensure that withdrawn 
funds are used only for approved purposes. In 
statewide CDA policies, contributions and 
earnings from the program may be withdrawn 
only for postsecondary education expenses. Re-
stricting the use of assets increases the length 
of investment time, supporting the potential 
for investment growth. Restricting withdrawals 
links assets to specific purposes (higher educa-
tion, for example) and may shape families’ at-
titudes, behaviors, and efforts on these pur-
poses (Clancy, Sherraden, and Beverly 2019a).

10. Means-tested public benefit exclusion
Policies protect families’ assets and public-
assistance benefits by prohibiting public pro-

grams from considering CDA funds when de-
termining eligibility for means-tested benefits. 
Federal legislation already excludes funds in 
529 plans from the asset test in the Supplemen-
tal Nutrition Assistance Program. Assets in 529 
plans are also waived from public benefit eligi-
bility tests in at least eighteen states (Clancy, 
Sherraden, and Beverly 2015). However, the lack 
of an exemption of CDA funds from benefit-
program assets tests may negatively affect asset 
accumulation (Nam 2008; O’Brien 2008; Rat-
cliffe et al. 2016). Therefore, several states (such 
as Illinois) hold CDA program deposits in ac-
counts owned by the state because assets in 
such omnibus accounts do not affect a family’s 
eligibility for public benefits (Clancy, Sher-
raden, and Beverly 2019a).

In summary, these ten design elements serve 
the principles of the CDA policy model and, as 
table 2 illustrates, work together to support the 
goals of a universal CDA policy. Each element 
serves multiple policy goals. For example, uni-
versal eligibility not only is necessary to achieve 
inclusive CDA policy but also avoids adminis-
trative costs for eligibility review. Automatic ini-
tial deposits promote asset building for all fam-
ilies with CDAs. Some design elements rely on 
others; for example, universal eligibility and 

Table 2. Key Design Elements of a Universal, Progressive CDA Policy Model

Design Element

Goals of CDA Policy

Asset 
Building

Child 
Development Universality Progressivity

Lifelong 
Availability

Scalability, 
Efficiency, 

and Stability

Universal eligibility ✔ ✔
Automatic enrollment ✔ ✔
At-birth start ✔ ✔ ✔ ✔
Automatic initial deposit ✔ ✔ ✔
Automatic progressive subsidy ✔ ✔ ✔
Centralized savings plan ✔ ✔ ✔
Investment growth potential ✔ ✔
Targeted investment options ✔ ✔ ✔
Restricted withdrawals ✔ ✔ ✔ ✔
Means-tested public benefit 

exclusions
✔ ✔ ✔ ✔

Source: Authors’ compilation.
Note: CDA = Child Development Account.
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automatic enrollment are most effectively 
achieved at birth, when state records can be a 
central source of information.

Moreover, each of these policy goals is 
served by multiple elements: universal eligibil-
ity, automatic enrollment, at-birth start, and 
automatic initial deposit create scalable and ef-
ficient CDA policy. In addition, centralized sav-
ings plans (such as 529s), with investment 
growth potential and centralized responsibility 
for accounting, recordkeeping, and invest-
ments, are key to establishing efficient, large-
scale, sustainable, CDA policies that build as-
sets for their beneficiaries.

As table 3 illustrates, the CDA policy tested 
in SEED OK features all ten design elements. It 
has become the benchmark model for recent 
statewide CDA policies. MI-SEED, the quasi-
experimental, community-based design com-
ponent in the SEED National Initiative, features 
seven of the ten elements. MI-SEED offered the 
CDA only to children aged three to five at cer-
tain Head Start centers in Pontiac, Michigan. 
In addition, enrollment was not an opt-out pro-
cess. Families were required to open an MI 529 
account to receive the initial deposit and be-
come eligible for the savings match (Shanks, 
Johnson, and Nicoll 2008; Shanks, Nicoll, and 
Johnson 2014).

Most statewide CDA policies include nine of 
the design elements, but none currently in-
cludes all ten. The one element notably missing 
in every statewide policy is an automatic pro-
gressive subsidy. State-level budgetary limita-
tions and, in some states, political opposition, 
constrain current CDA policies from offering 
additional financial subsidies to low-income 
and disadvantaged children. Some state trea-
surers support adding progressive subsidies in 
the future for all children in the system but, 
ultimately, a federal government CDA frame-
work that ensures and subsidizes progressivity 
holds the greatest potential. In this regard, con-
tinued expansion of statewide CDAs can set the 
stage for revisions in the federal 529 frame-
work. The CDA policies of all seven states make 
an automatic initial deposit, which is a good 
beginning, but the amounts so far are relatively 
small, between $50 and $100. The exception is 
Maine, which is $500 and funded by a philan-
thropy. These states are building a sustainable 

structure that may lend itself to something 
more substantial in the future.

One concern is that personal savings can af-
fect public benefit eligibility. In most states 
with means-tested public-assistance policies, 
funds provided by nonpersonal deposits are ex-
empt from the policy’s asset limits, and many 
states waive limits for certain participant pro-
grams such as Temporary Assistance for Needy 
Families. Personal savings may be subject to 
means tests, but a key design feature of the pol-
icy model is the exclusion of CDA deposits from 
public benefit means tests. As table 3 suggests, 
a CDA policy is deemed to include this element 
if the state exempts any funds in the CDAs from 
an asset test. As Margaret Clancy, Michael Sher-
raden, and Sondra Beverly note (2019b), assets 
in 529 plans do not count toward the asset lim-
its for Supplemental Nutrition Assistance Pro-
gram, the Children’s Health Insurance Pro-
gram, or Medicaid. At least eight states have 
abolished Temporary Assistance for Needy 
Families asset limits, and at least fifteen as well 
as the District of Columbia exclude 529 savings 
from such limits. State legislation can exempt 
the 529 plan for purposes of determining eligi-
bility for public assistance, provided that the 
federal rules for these programs permit such 
an exemption (Clancy, Sherraden, and Beverly 
2019b). Another related policy issue is the effect 
of personal savings on need-based financial aid 
for higher education such as Pell Grants, Fed-
eral Supplemental Educational Opportunity 
Grants, and Work-Study assistance. Multiple 
policy provisions reduce or eliminate the im-
pacts of parental assets on the expected family 
contribution for students from low- and 
moderate-income backgrounds. Parental sav-
ings and assets therefore typically do not affect 
need-based aid for dependent students from 
such families (Clancy and Beverly 2017b).

Policy Implications and 
Future Development
Increasing wealth inequality raises genuine 
concerns about its impacts on child develop-
ment. The challenges of the disparity cannot 
be resolved solely or even mostly by individual-
level solutions. Substantial structural changes 
are required; in other words, institutional ar-
rangements and policy strategies must focus 
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on structural inequalities. CDA policy, as dis-
cussed in this article, is designed to build as-
sets and encourage families to save—that is, to 
invest effectively in children’s development. Al-
though it is unrealistic to expect that wealth 
inequality could be significantly reduced by any 
single policy or strategy, community-based 
CDA programs operated by social service orga-
nizations have shown some benefits for low-
income and low-wealth families (Sherraden 
and Stevens 2010). However, when a CDA policy 
opens accounts automatically, is built on a cen-
tralized financial structure capable of including 
all children, and offers additional progressive 
subsidies to disadvantaged families, it has the 
potential to deliver the accounts at scale in a 
financially sustainable way and to become an 
institutional tool for helping address dispari-
ties in wealth and child development.

State adoption of the universal and auto-
matic CDA model reflects recent efforts toward 
inclusive policy. To inform the large-scale de-
velopment of CDA policy at the state and fed-
eral levels, it is important to understand 
whether this policy model affects household 
wealth accumulation and child development, 
as well as whether it can reach a large popula-
tion efficiently and sustainably.

Findings from the SEED OK experiment and 
other CDA research indicate that CDAs increase 
families’ asset accumulation for child develop-
ment, improve parents’ attitudes toward long-
term development and their interactions with 
children, and promote children’s social-
emotional development. Given their inclusive 
and progressive features, CDAs often have 
greater effects on low-income and low-wealth 
families than on the population as a whole. 
These effects in turn suggest the policy’s poten-
tial to reduce, at least modestly, wealth inequal-
ity and child development disparities.

In terms of policy design, SEED OK success-
fully models automatic enrollment in a central-
ized savings structure (OK 529), demonstrating 
that it is feasible to create an inclusive CDA pol-
icy platform. After four years of implementa-
tion, from 2008 through 2011, no additional in-
terventions, outreach efforts, or administrative 
activities were undertaken except for minor 
communication for research sample mainte-
nance. All of the accounting, recordkeeping, 

and investment activities are managed by the 
state-contracted 529 plan program manager, 
such as TIAA-CREF in the case of OK 529. The 
CDA in SEED OK has operated efficiently since 
inception. The ten core design elements de-
scribed in this article support a scalable, effi-
cient, and sustainable policy model (Clancy 
and Beverly 2017c). We emphasize that, in SEED 
OK, the state 529 plan clearly demonstrates the 
capability to serve all Oklahoma children. In 
other words, an exclusive public policy has 
been changed to become fully inclusive. Achiev-
ing this demonstrated policy transformation is 
as important as measured CDA impacts on in-
dividual children and families because it estab-
lishes the potential for sustainable change.

Ideally, more research will be conducted to 
test other features of CDA policy design. For 
example, assets in CDAs are restricted to post-
secondary education expenses in the United 
States but in some countries can be withdrawn 
for other purposes. Different uses of CDA assets 
may have different impacts on children and 
their families.

At this writing, seven states have followed 
the SEED OK example by adopting a similar 
model, initiating statewide CDA policies to de-
velop their state’s workforce (Leiker, Clancy, 
and Sherraden 2020) and to address the chal-
lenge of wealth inequality and child develop-
ment. Most key design elements are satisfied 
in their policies. Momentum in state CDA pol-
icy development has been increasing over the 
last several years, informed directly by SEED OK 
research results. Additional state-level discus-
sions are under way and more related policy 
development seems likely in the future.

In 2021, more than five hundred thousand 
newborns will automatically receive a CDA as 
the continuation of universal policy develop-
ment. This universal inclusion is an important 
step. Not only is money invested in the child’s 
name for education and potentially other ap-
proved developmental purposes, but low-
wealth households and households of color, 
many of which have had zero or negative net 
worth, also begin to build an asset worth thou-
sands of dollars. As intended, the universal and 
automatic CDA in SEED OK eliminates or dra-
matically reduces disparities by race and eth-
nicity in ownership of accounts and asset ac-
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10. USAccounts: Investing in America’s Future Act of 2015, H.R. 4045, 114th Cong. (2015).

cumulation for postsecondary education. 
Further, the trusted institutional structure of 
the 529 plan could become a delivery platform 
for reparations or other targeted remedies and 
funding for particular groups, which would re-
flect the full meaning of targeted universalism.

The seven statewide policies are an impor-
tant foundation for CDA policy expansion in 
other states and at the federal level. CDAs have 
been included in several federal legislative pro-
posals, often with bipartisan support. For ex-
ample, the America Saving for Personal Invest-
ment, Retirement, and Education (ASPIRE) Act 
has been introduced in several sessions of Con-
gress (Cramer 2009; Cramer and Schreur 2015), 
and the USAccounts: Investing in America’s Fu-
ture Act was introduced in 2015 (Harvin 2016).10 
Both proposals would open an account and 
provide an initial deposit for every newborn in 
the country. Both would provide a progressive 
savings match. Funds could be used for post-
secondary education, homeownership, and re-
tirement security. These provisions are consis-
tent with several design elements listed in the 
universal CDA policy model. A national policy 
would have the greatest potential to include all 
children, reduce disparities in household 
wealth, and promote child development.

The universal CDA model has also been ad-
opted outside the United States (Sherraden, 
Huang, and Zou 2019). For example, Singapore 
initiated comprehensive policies based on four 
national programs to build assets for all chil-
dren—the Baby Bonus and Child Development 
Accounts, Edusave Accounts, Post-Secondary 
Education Accounts, and Medisave Accounts. 
In practice, these accounts function as an inte-
grated CDA policy for education and health, a 
policy linked to the account holder’s Central 
Provident Fund for housing and retirement 
(Loke and Sherraden 2019). Another example is 
the Saving for Every Child Program, Israel’s 
newly implemented policy for all children un-
der the age of eighteen (Grinstein-Weiss et al. 
2019).

As more children are included in CDA poli-
cies, researchers and policymakers wait to 
learn how the children will fare. Does having a 
CDA help to improve children’s academic per-

formance? Does it make them more likely than 
their peers to graduate from high school and 
go on to postsecondary education or training? 
When all children have CDAs, will public fund-
ing change to build assets at least equally, if not 
progressively? Can state 529 plans be remod-
eled to further reduce regressivity in public 
funding and better use public resources for as-
set building for all children? Can CDAs measur-
ably reduce wealth inequality, especially by 
race? Over the long term, can CDAs transition 
from a focus on children to become a lifelong 
asset-building policy? Notwithstanding prom-
ising results from the SEED OK experiment and 
other CDA research, future research should ad-
dress these and other longer-term questions.
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Started in 1975, the Earned Income Tax Credit 
(EITC) is currently one of the largest social wel-
fare programs in the United States. According 
to the Internal Revenue Service, in 2018, around 
twenty-five million U.S. households received 
approximately $63 billion in benefits (IRS 2020). 
Given the large investment in the EITC over the 
past forty-five years and the substantial number 
of beneficiaries, the EITC has received consid-
erable attention. Scholars have shown that the 
EITC directly affects families by increasing the 
labor-force participation of single mothers 
(Eissa and Liebman 1996; Meyer and Rosen-

Exposure to the Earned Income 
Tax Credit in Early Childhood 
and Family Wealth
K atherine Michelmore a nd Leonard M. Lopoo

Using the Panel Study of Income Dynamics and a cohort of individuals born between 2000 and 2011, we 
examine whether exposure to the Earned Income Tax Credit (EITC) in early childhood (birth to age five) af-
fects family wealth in middle childhood (ages six through eleven). Results suggest that a $1,000 increase in 
EITC exposure in early childhood increases overall family wealth in middle childhood by around 4 percent. 
We also observe an increase in credit card debt (3 to 4 percent) and evidence that the EITC increases low-
income families’ position in the wealth distribution. Effects are concentrated among white families; we find 
little evidence of a significant effect of the EITC on the wealth held by black families. Together, these results 
imply that although the EITC does appear to increase family wealth in childhood, it may not do much to 
reduce the substantial wealth gap between black and white families.

Keywords: Earned Income Tax Credit, wealth
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baum 2001) and by reducing poverty (Hoynes 
and Patel 2018). The EITC has also been shown 
to improve a number of outcomes for children 
(Hoynes, Miller, and Simon 2015; Dahl and 
Lochner 2012, 2017), and that these effects per-
sist into adulthood. Evidence suggests, for in-
stance, that EITC exposure in childhood in-
creases educational attainment in adulthood 
(Bastian and Michelmore 2018; Manoli and 
Turner 2018) and leads to delays in fertility and 
marriage among women in early adulthood 
(Michelmore and Lopoo 2019).

Research indicates that the EITC increases 

mailto:kmmichel%40syr.edu?subject=
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1. We focus our analysis on the EITC because it is one of the largest cash transfer programs for low-income 
households. An examination of the Child Tax Credit (CTC), which has grown in generosity over the last two 
decades, is beyond the scope of this article. Over much of the period we analyze, the CTC is not available to 
households with earnings below $2,500 and extends much further into the income distribution than the EITC. 
We view the target audience as substantially different from that of the EITC, and worthy of separate analysis.

family income (Dahl, DeLeire, and Schwabish 
2011; Hoynes and Patel 2018), but less is known 
about how it affects families’ ability to accumu-
late wealth. This is surprising given the many 
reasons the EITC may affect wealth. The lump-
sum nature of the credit could allow families 
to accumulate savings more easily than a 
monthly or weekly benefit distribution (Sykes 
et al. 2015). Additionally, because the EITC has 
been shown to increase labor supply, particu-
larly among single mothers (see, for example, 
Eissa and Liebman 1996; Meyer and Rosen-
baum 2001; Bastian 2019), employment and 
earnings gains could also lead to more wealth, 
through increased savings, access to employer-
sponsored retirement accounts, and increases 
in home equity.

This topic is particularly important to con-
sider at this time, given that wealth inequality 
has been increasing for decades: although the 
top 20 percent of the income distribution holds 
more than 60 percent of all income in the 
United States, the top quintile of the wealth dis-
tribution holds nearly 90 percent (Leiserson, 
McGrew, and Kopparam 2019). Households 
with children experience particularly high lev-
els of wealth inequality (Gibson-Davis and 
Percheski 2018). Our current policies affect in-
come, but wealth and wealth inequality also 
have important implications for children’s out-
comes in adulthood, such as college attendance 
and completion (Lovenheim 2011), marriage 
and family formation (Addo 2014; Schneider 
2011), and the intergenerational transmission 
of poverty.

This article adds to the EITC literature by 
asking whether the program affects family 
wealth and wealth inequality.1 Using policy vari-
ation in EITC exposure in early childhood 
(birth year until the year a child turns five) gen-
erated by federal and state policy changes that 
occurred differentially by family size over time, 
we test whether the EITC affects wealth accu-
mulation in middle childhood (ages six through 
eleven). Given the large wealth differences be-

tween black and white families in the United 
States, we also investigate whether the EITC af-
fects the racial wealth gap. Using the Panel 
Study of Income Dynamics (PSID) and cohorts 
of children born between 2000 and 2011, our 
findings suggest that the EITC increases family 
wealth, particularly by increasing checking and 
savings accounts, retirement savings, and 
home equity. We also find evidence that the 
EITC increases one’s percentile in the wealth 
distribution, particularly among the least-
educated households, which has implications 
for overall wealth inequality. Although these 
benefits are positive, the EITC also increases 
credit card debt, which we infer is driven by in-
creased access to credit among low-income 
households. Additionally, we find that the EITC 
increases savings among white families but has 
no significant effect on the wealth of black fam-
ilies, despite higher EITC-eligibility rates 
among black children compared to white chil-
dren. This suggests that the EITC could in-
crease wealth inequality between black and 
white families by increasing wealth among 
white families but having no significant effect 
on the wealth of black families.

Background
The EITC was established in 1975 as a tempo-
rary tax credit intended to offset payroll taxes 
among low-income families. Since its incep-
tion, it has been expanded a number of times: 
it was made permanent in 1978 and has been 
increased several times, providing a larger 
credit for families with two or more children 
beginning in 1991 and for households with at 
least three children in 2009. It is indexed to in-
flation and in 2018 was worth up to $6,431 for 
households with at least three children.

In addition to the federal credit, several 
states have implemented their own EITCs, 
which piggyback on the federal credit. Most 
states structure their EITC as a fixed percentage 
of the federal EITC, such that families eligible 
for the federal benefit are also typically eligible 
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2. We use data on EITC benefits through the 2016 tax year, which includes California’s first year with an EITC, 
but does not include Hawaii.

3. Some states (California and Minnesota) have different EITC benefit schedules than the federal benefit sched-
ule. For all states, we use the maximum benefit available in the state as a measure of state EITC exposure.

for the state benefit. States vary in when they 
implemented their EITCs, from Rhode Island 
in 1986 to Hawaii in 2017.2 States also vary in the 
generosity of their credits, ranging from 3.5 per-
cent to 85 percent of the federal EITC for some 
families. Many states have also changed the 
size of their credits over time, most increasing 
their generosity, but some reducing or eliminat-
ing their EITCs altogether. The majority of 
states fund their EITCs using federal block 
grant funds from Temporary Assistance to 
Needy Families (TANF).

Together, the federal and state variation in 
the EITC over the last few decades provides am-
ple variation in the amount of benefits to which 
children are exposed, depending on the year and 
state of birth, as well as the number of children 
in their families. We illustrate this variation in 

figure 1, which presents kernel densities of po-
tential EITC exposure between birth and age five 
for a sample of children born between 2000 and 
2011, the sample we focus on in this analysis. We 
define exposure as the maximum federal and 
state EITC benefit available in each year, given 
the number of children residing in the house-
hold between a focal child’s birth and the year 
they turn five.3 The average child in our sample 
was exposed to nearly $32,000 in potential EITC 
benefits over this five-year span. The minimum 
exposure was about $20,000, while the maxi-
mum exposure was over $50,000 (2016 dollars).

Some variation is evident across birth years. 
Those born between 2000 and 2003 were, on av-
erage, exposed to about $30,000 in EITC benefits 
in early childhood, some to as little as $20,000, 
and others to more than $47,000. Among those 

Source: Authors’ tabulation based on the Panel Study of Income Dynamics. 
Note: Birth cohorts 2000 to 2011. All dollars measured in 2016 terms. Average exposure for 2000–
2003 birth cohort: $30,371 (SD=$5,512), for 2004–2007 cohort: $31,719 (SD=$5,990), and for 2008–
2011 cohort: $32,591 (SD=$7,013).

Figure 1. Kernel Density of EITC Exposure, by Birth Cohort
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4. Much of the labor supply effects of the EITC have been shown on the extensive margin. There is less of a 
consensus on intensive-margin effects of the EITC, in part because the structure of the EITC benefit schedule 
creates incentives for some to increase their labor supply and potentially discourages labor supply among those 
on the phase-out region of the benefit schedule. Those who benefit the most from the EITC tend to be families 
with earnings between 50 and 150 percent of the federal poverty line (Hoynes and Patel 2018).

born between 2004 and 2007, the average expo-
sure increased to approximately $32,000, rang-
ing from $20,000 to $50,000 depending on the 
state of residence, exact year of birth, and num-
ber of children residing in the household. Fi-
nally, those born after 2008 were exposed to 
slightly larger EITC benefits because many 
states began implementing and expanding their 
state benefits in the 2010s, and the federal EITC 
was expanded for households with three or 
more children in 2009. Among those born be-
tween 2008 to 2011, the average exposure in early 
childhood was $32,000, with some children ex-
posed to $20,000 and others exposed to as much 
as $52,000. The standard deviation of EITC ex-
posure is nearly $7,000.

How Might the EITC Affect Wealth?
A large body of research finds that expansions 
to the EITC, particularly in the late 1980s and 
early 1990s, led to substantial increases in the 
labor supply of single mothers (Eissa and Lieb-
man 1996; Meyer and Rosenbaum 2001; Hoynes 
and Patel 2018; Bastian 2019).4 These increases 
also led to positive earnings growth in the short 
term (Dahl, DeLeire, and Schwabish 2011), and 
into middle age (Neumark and Shirley 2020). 
Recent research suggests that, because of the 
work requirements to obtain the credit, the 
EITC tends to provide the most benefit to 
households with income between 50 and 150 
percent of the federal poverty threshold 
(Hoynes and Patel 2018), and during economic 
downturns, the lowest-earning households 
may risk losing their benefits altogether (Bitler, 
Hoynes, and Kuka 2017).

A recent body of work also finds substantial 
positive effects of the EITC on children’s out-
comes, ranging from reduced incidence of low 
infant birthweight (Hoynes, Miller, and Simon 
2015), increased childhood test scores (Dahl 
and Lochner 2012, 2017), reductions in inci-
dents of neglect (Berger et al. 2017), increased 
educational attainment (Bastian and Michel-
more 2018; Manoli and Turner 2018), and reduc-

tions in early childbearing (Michelmore and 
Lopoo 2019).

Although evidence is scant on how the EITC 
affects overall household wealth, research sug-
gests that the EITC leads to increases in savings 
(Jones and Michelmore 2018) and reductions in 
debt (Shaefer, Song, and Shanks 2013). Evidence 
from qualitative studies and consumption data 
suggests that recipients use the EITC to pay 
down debt (Romich and Weisner 2000; Smeed-
ing, Phillips, and O’Conner 2000), purchase 
large, durable goods (Goodman-Bacon and Mc-
Granahan 2008), or save for the future (Sykes et 
al. 2015; Halpern-Meekin et al. 2015). Much of 
this work focuses on the contemporaneous ef-
fect of the EITC on savings and debt or provides 
descriptive evidence on how EITC recipients 
spend their tax refunds. Little is known, how-
ever, regarding the longer-term, causal effect of 
the EITC on household wealth. Further, all of 
these studies naturally analyze the effect of the 
EITC on the adult recipients; little is known 
about how EITC exposure affects the resources 
available to children, and how exposure to the 
EITC in early childhood affects family wealth 
in subsequent years.

The EITC may affect family wealth through 
a variety of mechanisms. First, the benefit itself 
is distributed through a lump-sum payment 
along with a tax filer’s annual tax refund. This 
payment functions as a forced savings mecha-
nism that might allow families to increase sav-
ings (Jones and Michelmore 2019) or put a 
down payment on a house that could increase 
wealth in the long term. Second, because the 
EITC has been shown to increase the labor sup-
ply of single mothers (Eissa and Liebman 1996; 
Meyer and Rosenbaum 2001; Bastian 2019), in-
creased earnings may lead to less debt and 
more savings, particularly if increased employ-
ment leads to longer-term earnings growth 
(Dahl, DeLeire, and Schwabish 2011). Increased 
employment may increase access to fringe ben-
efits like employer-provided retirement savings 
accounts such as a 401(k) or pension.
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5. We created a weight for these children using the average panel weight for the child reported from the year 
the child was born through the year the child turned five (see Bastian and Michelmore 2018; Michelmore and 
Lopoo 2019).

The lump-sum nature of the EITC could also 
increase debt if households use the EITC to put 
a down payment on large, durable items such 
as cars (Goodman-Bacon and McGranahan 
2008), furniture, or appliances. If recipients use 
the EITC to make a down payment on a house, 
we would expect to find increases in home eq-
uity, but also potentially mortgage debt as well. 
Finally, through their increased work experi-
ence, EITC recipients may gain access to more 
credit, which may increase debt. Additionally, 
low-income workers may have volatile income 
and employment, which could lead to increases 
in debt if they rely on credit to smooth con-
sumption in the presence of income volatility. 
On the other hand, low-income families are less 
likely to have access to cheaper forms of credit 
such as credit cards and thus may be unable to 
smooth consumption accordingly (Dynarski 
and Gruber 1997; Baker and Yannelis 2017). In 
these cases, we may find no association be-
tween the EITC and debt accumulation.

The EITC may decrease household wealth 
through a number of mechanisms as well. 
Households with asset income greater than 
$3,000 per year are ineligible for the credit. This 
restriction has been shown to reduce assets 
held in interest-bearing accounts for filers on 
the phase-out region of the EITC benefit sched-
ule (Weber 2016), which may lead to reductions 
in overall wealth for these households.

Beyond the level of family wealth, the EITC 
could also affect the distribution of wealth 
across families. It might reduce wealth inequal-
ity across households given that it provides a 
benefit targeted toward low- and moderate-
income households. If, on net, these house-
holds increase their net worth, we might expect 
to find an overall reduction in wealth inequality. 
We would also expect the EITC to affect wealth 
inequality differently depending on the mea-
sure of wealth inequality used: because the 
EITC predominantly affects families in the bot-
tom half of the income distribution, we may ex-
pect to find a narrowing of the gap between the 
50th percentile and the 10th percentile of the 
wealth distribution, but no change in the gap 

between the 90th and the 50th. In short, the ef-
fects of the EITC on wealth are theoretically am-
biguous and could have heterogeneous effects.

Data
To study the relationship between EITC expo-
sure and wealth, we rely on data from the Panel 
Study of Income Dynamics (PSID). The PSID 
began in 1968 with a set of approximately 4,800 
families. Each year, a representative from each 
family, called the head of household, was asked 
a series of employment and demographic ques-
tions providing detailed information about the 
head as well as several other members of the 
family. The PSID continued to record data an-
nually until 1997, when data collection became 
biennial. For this project, 2017 was the last year 
of data available.

The PSID is an ideal data source for this 
analysis of the EITC and family wealth for sev-
eral reasons. First, the PSID recorded informa-
tion not only for adults in the PSID, but also for 
their children. Because the PSID asks about 
family wealth during childhood and we can cal-
culate EITC exposure in childhood based on 
family characteristics, we have a fairly large an-
alytic sample of children with information on 
their parents to answer our research question. 
Second, in 1984, the PSID began asking respon-
dents about their wealth. Wealth questions 
were repeated in 1989, 1994, and starting in 
1999, the questions were asked consistently ev-
ery year data were collected, that is, every other 
year until 2017. Thus, we have an extensive set 
of wealth data collected over several years for a 
large number of families. Finally, because the 
PSID collects data on the state of residence for 
the head of household along with information 
on the number of children in the family, we can 
construct a measure of potential EITC benefits 
for each family when the child was young as 
well as the wealth data measured after EITC ex-
posure.

For this study, we selected all individuals 
born between 2000 and 2011 who resided with 
an adult in the PSID study between 2000 and 
2017, had a survey weight,5 and had nonmissing 
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values for the control variables. We use a value-
added model, which requires everyone in our 
sample to have had a nonmissing wealth mea-
sure before the birth of the focal child. Because 
the PSID began asking the wealth questions 
more regularly only in 1999, this restricts our 

sample to those born from 2000 forward. Given 
these selection criteria, our final analytic sam-
ple size was 3,928. We also use the CPI-U-RS to 
deflate all monetary values to 2016 dollars. Ta-
ble 1 provides descriptive statistics for the PSID 
sample.

Table 1. Descriptive Statistics, PSID

  Full Sample White Black

EITC (in thousands) 31.81 31.79 31.92
(6.23) (6.21) (6.52)

Wealth outcomes 
Total wealth 143,736 164,482 23,439

(335,596) (340,656) (57,581)
Percentile in the wealth distribution 50.11 55.5 26.55

(29.41) (27.7) (23.45)
Checking or savings 18,298 20,789 3,694

(53,693) (57,388) (11,759)
Stocks 18,420 22,408 415

(101,320) (112,579) (5,443)
Vehicles 16,063 17,480 9,562

(18,756) (19,326) (12,651)
Annuity or IRA 30,251 35,666 3,376

(98,170) (106,905) (23,404)
Home equity 76,793 85,619 15,953

(179,373) (159,785) (40,778)

Debt outcomesa

Credit card debt 3,912 4,545 1,695
(8,110) (8,623) (5,727)

Student loans 10,423 10,578 11,042
(29,925) (31,678) (23,895)

Medical debt 1,639 1,686 1,595
(17,553) (19,056) (11,447)

Legal debt 81 75 124
(1,170) (1,120) (1,447)

Family debt 286 363 14
(2,270) (3,074) (185)

Demographic characteristics
Race–ethnic origin

White 0.781 1 0
Black 0.187 0 1
Hispanic 0.023 0 0
Other race 0.01 0 0

Female 0.494 0.49 0.532
Year of birth 2,005.4 2,005.4 2,005.4

(3.3) (2.28) (3.43)

(continued)
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6. We follow families in the PSID if they move across state lines.

Earned Income Tax Credit
The Earned Income Tax Credit variable mea-
sures the aggregate total of the maximum fed-
eral and state earned income tax credits pos-
sible for the child’s family between the year of 
the child’s birth and the year the child turned 
five, a period we call early childhood. We calcu-
late the maximum EITC credit based on the 
year, the state of residence for the family, and 
the number of children in the home.6 Variation 
in the EITC measure, therefore, does not de-
pend on the earnings of the household, but is 
based on changes in federal and state EITC 
rules, moves across state lines, and changes in 
family size. According to table 1, the mean EITC 
exposure benefit for the family from the year of 
the child’s birth until the year the child turned 
five was $31,810.

Wealth
The biennial pattern of data collection that 
started in 1999 creates a few data consider-
ations that we want to balance when using the 
wealth data. First, because wealth can fluctuate 
from one year to the next, we calculate the 
mean wealth for each family over a five-year in-
terval (three panel waves) to create a wealth 
measure that is less subject to transitory 
changes in wealth than we might find if we used 
a measure from a single year. We calculate 
mean wealth at age six, eight, and ten for those 
born in odd-numbered years, and at age seven, 
nine, and eleven for those born in even num-
bered years. In most cases, we have three wealth 
measures during that interval, but in some in-
stances as few as one year.

Given the importance of having multiple 

Demographic characteristics (cont.)
Head’s education 13.93 14.12 13.15

(2.15) (2.14) (1.98)
Head’s age 33.37 32.83 35.43

(8.88) (8.07) (11.36)
Share of early childhood with married parents 0.785 0.856 0.471
Number of children in household (age 0 to 5)

One 0.142 0.141 0.156
Two 0.461 0.483 0.359
Three 0.253 0.25 0.267
Four 0.094 0.083 0.141
More than four 0.093 0.044 0.076

State characteristics
Maximum welfare benefit (in thousands) 4.52 4.61 4.00

(1.763) (1.7) (1.82)
Minimum wage 7.67 7.69 7.52

(0.916) (0.923) (0.883)
State unemployment rate 6.72 6.65 6.88

(2.24) (2.24) (2.16)

Number of observations 3,928 2,125 1,742

Source: Author’s calculations using the Panel Study of Income Dynamics. 
Note: Children born between 2000 and 2011. State characteristics come from the University of Ken-
tucky's Center for Poverty Research. All income and wealth measures inflated to 2016 dollars.
a Debt outcomes not assessed in all years. For each debt outcome, sample size for full sample = 3,891, 
sample size for white subsample = 2,100, sample size for black subsample = 1,731.

Table 1. (continued)

  Full Sample White Black
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7. Following Edward Wolff (2016, 2017), we do not include the value of vehicles in the total wealth calculation 
because its consumption value is usually greater than its resale value.

8. We also created a wealth inequality measure defined as the position in the wealth distribution for a person’s 
birth cohort. The correlation between the overall wealth inequality measure that we used and this cohort wealth 
measure was nearly 0.99, and preliminary results using this cohort measure, not surprisingly, were nearly iden-
tical to those we report.

9. In 2013, the PSID added farm assets and debt, other real estate assets and debt, and “other debt” as additional 
wealth measures. Given that these categories do not apply to most families and are available for only three waves, 
we chose not to include them in our analyses.

10. Only the tests for the difference in student loan, medical, and legal debt were not statistically significant.

years of wealth data, we start our data series for 
wealth in 1999, the year after which wealth data 
was collected biennially. These data choices im-
ply that our study will focus on six wealth mea-
sures, five of which the PSID collected directly 
from 1999 to 2017: the total value of checking 
and savings (mean = $18,298); the total value of 
stocks ($18,420); the total value of all vehicles, 
including vans, trucks, trailers, and boats 
($16,063); the total value of any individual retire-
ment accounts (IRAs) or annuities ($30,251); 
and home equity ($76,793). In addition, we also 
created a cumulative measure of wealth, which 
is the sum of checking and savings, stocks, IRAs 
and annuities, and home equity categories.7 
Table 1 shows that the mean wealth level in the 
full sample is $143,736.

For comparison purposes, we supply means 
reported by Fabian Pfeffer and colleagues 
(2016) from several of the same categories for 
the PSID (although their data come from 2007 
so we inflate to 2016 dollars to make them 
comparable) in table A1. The average age of 
the head was fifty in their file. In our sample, 
the mean age was just over thirty-three, so the 
families in our analytic sample were younger 
and had less time to accumulate wealth. As 
expected, in all instances, the wealth measures 
in our file are lower than but consistent with 
those reported by Pfeffer and colleagues. For 
instance, the reported checking and savings 
value for all families in the PSID was nearly 
$34,000 for the Pfeffer et al. study and the 
mean for our sample around $18,000. Mean 
levels for the various wealth categories range 
from $16,000 for vehicles to over $77,000 in 
home equity. For our analyses, we also created 
a wealth inequality measure defined as the 

family’s percentile of wealth in the overall 
wealth distribution.8 Unsurprisingly, the mean 
percentile for this wealth measure is the me-
dian.

Beginning in 2011, the PSID began to collect 
data on credit card debt, student loan debt, 
medical debt, debt to other family members, 
and legal debt.9 In supplemental analyses, we 
estimate the relationship between EITC bene-
fits and these additional measures. The sample 
size for the models of these outcomes is 3,891 
observations.

The second and third columns of table 1 
show considerable differences in wealth be-
tween white and black families in the PSID. We 
ran t-tests, and found statistically significant 
differences for all of the wealth categories 
(overall wealth, checking or savings, stocks, ve-
hicles, retirement income, and home equity) 
as well as the credit card and family debt cat-
egories (p < .01 in all instances).10 The mean 
white family has around $165,000 in wealth 
relative to $23,439 for black families. We also 
find big differences in their position in the 
wealth distribution, where the mean white 
family is at the 55th percentile relative to the 
27th percentile for black families. White fami-
lies had about $17,000 more in checking and 
savings, around $22,000 more in stocks, vehi-
cles worth $8,000 more, retirement assets of 
about $32,000 more, and home equity that was 
$70,000 higher than black families. White fam-
ilies did have higher credit card debt, around 
$3,000 more, and debt to families (approxi-
mately $350) as well. These statistics show con-
siderable differences in the wealth accumula-
tion between black and white families with 
young children.
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Empirical Str ategy
To estimate the effect of EITC exposure in early 
childhood on family wealth in middle child-
hood, we use models of the following form:

Yist = �β0 + β1maxEITC05ist + β2Xist  
+ β3Zst + αs + γt + εist,

where Yist represents our outcome of interest, 
the average family wealth (total wealth, savings, 
wealth percentile, stocks, vehicles, pensions, 
and home equity) or debt (credit card debt, stu-
dent loans, medical debt, legal debt, and family 
debt) when the child is in middle childhood 
(either six to ten or seven to eleven years old, 
depending on the birth year). We estimate this 
as a function of EITC exposure in early child-
hood (from birth to age five), max EITC05ist, 
which we calculate as the sum of the maximum 
federal and state EITC a child’s family could 
receive each year between the focal child’s birth 
until the year they turn five, based on the year, 
state of residence, and number of children in 
the household each year. Our parameter of in-
terest is β1, which represents the effect of a 
$1,000 increase in EITC exposure from birth to 
age five on family wealth or debt when a child 
is in middle childhood.

We control for a number of demographic 
characteristics (Yist), including gender and race 
of the child. In addition, we include controls 
for the head’s age in the year the child was born 
and the maximum education level reported for 
the head between the child’s year of birth and 
the year of the child’s fifth birthday. The marital 
status variable is the proportion of the period 
between the year of the child’s birth and the 
year the child turned five that the head was 
married. We also add controls for the propor-
tion of the time the child lived in a household 
with one, two, three, and four other children 
(more than four is the omitted category).

In addition, we include a number of control 
variables measured at the state level (Zst), all 
measured in the year the child turned five. 
First, we use the state unemployment rate to 
capture the state of the business cycle just prior 
to the wealth calculation. Next, we use the max-
imum TANF benefit for a family of three to mea-
sure the generosity of the state. Our final mea-
sure is the state minimum wage, which suggests 

the minimum value of labor-force participation 
in the absence of the EITC in the state.

Finally, in all models, we add state of birth 
fixed effects, year of birth fixed effects, and 
state-specific year of birth time trends. State 
fixed effects account for fixed differences across 
states that may be correlated with EITC gener-
osity and household wealth. Year of birth fixed 
effects control for national trends that may af-
fect family wealth over time. State-specific time 
trends control for differential trends in family 
wealth across states.

With all controls in the model, variation in 
EITC exposure stems from three sources: 
within-state changes to EITC generosity over 
time driven by the implementation and expan-
sion of state EITCs, cross-state differences in 
EITC generosity at a single point in time, and 
differences in EITC generosity by family size 
over time. If we assume that no unobserved fac-
tors are correlated with both EITC generosity 
and family wealth in middle childhood, this 
model will produce unbiased estimates of the 
effect of EITC exposure. However, we would 
have omitted variable bias concerns if, for ex-
ample, states implemented other policies at the 
same time as state EITC changes that also af-
fected family wealth. Our controls for other 
state factors and state-specific time trends 
should account for the conditions of the state 
at the time of state EITC implementation and 
expansions.

In addition to the model described (which 
we refer to as model 1), we also report results 
from models including a pre-birth wealth vari-
able measured in the year (or two years de-
pending on the birth cohort) before the birth. 
This value-added model shows the effect of 
EITC exposure in early childhood, controlling 
for the wealth of the family immediately before 
the child’s birth. Coefficient estimates from 
this model should be less subject to omitted 
variable bias than those reported in model 1 
because any omitted factor correlated with 
EITC exposure and middle childhood wealth 
but that also affects pre-birth wealth should be 
absorbed by the pre-birth wealth coefficient. 
We report results from this specification as 
model 2.

As demonstrated earlier, differences in 
wealth between black and white families in the 
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11. Of the 3,928 cases in our analytic sample, 22 (0.56 percent) are Hispanic and 39 (0.99 percent) are “other 
race.” For the models focusing on racial differences for EITC exposure, we keep only white (n = 2,125) and Afri-
can American (n = 1,742) respondents.

PSID are large. In addition to the described 
models, we also investigate a possible different 
effect of EITC exposure in early childhood for 
black and white families in the PSID by con-
ducting some models separately for black and 
white children.11

Results
The first column of table 2 (model 1) presents 
results for overall wealth; the individual wealth 
variables, available from 1999 to 2017; and the 
percentile in the wealth distribution (wealth in-
equality) measure. Each cell entry represents 
the results from a different model. For each out-
come, we present the coefficient on the EITC 
exposure term, the standard error on the esti-
mate in parentheses, and the percentage 
change in the mean wealth value into which 
that coefficient translates in brackets.

The first row suggests that EITC benefits are 
positively related to overall wealth in middle 
childhood: a $1,000 increase in EITC benefits is 
associated with a $7,251 increase (or about a 5.0 
percent increase at the mean) in wealth. Addi-
tional analyses suggest that the increase in 
wealth comes from three sources: growth in 
checking or savings, retirement savings, and 
home equity. Our results show that a $1,000 in-
crease in EITC benefits is associated with a 
$1,055 increase (5.8 percent) in checking or sav-
ings, a $1,544 increase in retirement savings (5.1 
percent), and a $4,539 increase (5.9 percent) in 
home equity. None of the point estimates for 
the remaining wealth categories is statistically 
significant.

The final row also suggests that EITC expo-
sure increases one’s position in the wealth dis-
tribution. A $1,000 increase is associated with 
a 0.48 percentile-point change in one’s position 
in the wealth distribution. Given that a stan-
dard deviation change is around $6,230, this 
represents about a three unit (percentile) in-
crease in position in the wealth distribution.

In model 2, we add the pre-birth wealth mea-
sure, which should reduce potential omitted 
variable bias in the EITC exposure coefficient 
estimate, as any omitted factor that is related 

to both the wealth outcome and the EITC expo-
sure variable also likely affected the pre-birth 
wealth measure. Not surprisingly, the pre-birth 
wealth measure is substantively and statisti-
cally significantly related to most of the middle 
childhood wealth measures (for coefficients, 
see table A2). For example, every dollar increase 
in pre-birth wealth in checking and savings in-
creases checking and savings wealth in middle 
childhood by around $0.51. We find large and 
statistically significant impacts for vehicles 
(0.23), annuity or IRA (0.56), and home equity 
(0.74) as well. Only the overall pre-birth wealth 
variable and the pre-birth stock wealth is unre-
lated to wealth in middle childhood.

After controlling for pre-birth wealth, we 
continue to find a large and statistically signif-
icant effect of EITC exposure on total wealth, 
checking and savings, and retirement savings 
in model 2, and for many other outcomes, the 
point estimates are similar to those in model 1. 
This implies little correlation between EITC ex-
posure in early childhood and pre-birth mea-
sures of family wealth, which is reassuring be-
cause we would not expect pre-birth wealth to 
be affected by EITC exposure in future years.

A $1,000 increase in EITC exposure in early 
childhood increases total wealth by $6,037 (4.2 
percent). Pre-birth wealth controlled, we con-
tinue to find a statistically significant relation-
ship between the EITC and checking and sav-
ings in middle childhood. The point-estimate 
declines slightly to $734 (4.0 percent) for a 
$1,000 increase in EITC exposure. The relation-
ship between EITC exposure and stocks and 
EITC exposure and vehicles remains insignifi-
cant. For the annuity-IRA model, a $1,000 in-
crease in EITC exposure is related to a $1,762 
increase in annuity-IRA wealth, a 5.8 percent 
increase. Pre-birth home equity controlled, the 
point-estimate for the home equity measure is 
reduced to $2,730 and is no longer statistically 
significant.

After controlling for pre-birth position in  
the wealth distribution, we find that a $1,000 
increase in EITC exposure increases one’s per-
centile rank in the distribution by about 0.35 
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Table 2. Effect of EITC Exposure in Early Childhood on Family Wealth in Middle 
Childhood

Model 1 Model 2

Total wealth 7,251.21** 6,036.93*
(2,589.26) (2,430.34)

Pre-birth wealth 0.298
(0.23)

[5.0%] [4.2%]
Checking or savings 1,054.84** 733.92*

(312.61) (349.94)
Pre-birth checking or savings 0.514**

(0.183)
[5.8%] [4.0%]

Stocks 113.25 74.98
(767.22) (782.44)

Pre-birth stocks 0.027
(0.031)

[0.6%] [0.4%]
Vehicles 161.61 120.74

(149.94) (158.57)
Pre-birth vehicles 0.227**

(0.045)
[1.0%] [0.8%]

Annuity or IRA 1,543.94* 1,762.33**
(739.01) (629.245)

Pre-birth annuity 0.564**
(0.164)

[5.1%] [5.8%]
Home equity 4,539.18* 2,730.28

(1,947.15) (1,741.98)
Pre-birth home equity 0.743**

(0.082)
[5.9%] [3.6%]

Wealth percentile 0.478** 0.352**
(0.148) (0.128)

Pre-birth wealth percentile 0.302**
(0.024)

Control for pre-birth wealth measure X

Number of observations 3,928 3,928

Source: Authors’ calculations using the Panel Study of Income Dynamics. 
Note: Amounts in $1,000s; early childhood = 0 to 5; in middle childhood = 6 to 11; chil-
dren born between 2000 and 2011. Standard errors in parentheses. Percentages (in 
brackets) are marginal effects based on the mean level for that wealth category. Each 
model includes controls for the education level and age of the head, the race and sex of 
the child, the number of children in the household from the child’s birth to age five, the 
proportion of the time between the child’s birth and age five the parents were married, 
state measures for unemployment, the minimum wage, and the maximum TANF benefit 
for a family of three, state and year fixed effects, and state-specific linear time trends. 
*p < .05; **p < .01
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12. We also conducted parallel analyses for the debt measures but found no significantly different effects of the 
EITC on debt for white versus black families.

points. Again, a standard deviation change in 
EITC exposure suggests a marginal effect of 
around 2.2 percentile points in the wealth dis-
tribution. Given this set of results, it appears 
that after controlling for wealth prior to the 
child’s birth, EITC exposure in early childhood 
has a large effect on family wealth in middle 
childhood.

In table 3, we provide results using a set of 
debt measures available in the PSID beginning 
in 2011. Because our time series is much shorter, 
we do not have the data to create a pre-birth 
wealth measure so report the models without 
this control. Research by Lauren Jones and 
Katherine Michelmore (2018) shows that the 
EITC is positively related to credit card debt. 

Our results suggest a similar result. A $1,000 
increase in EITC benefits is associated with a 
$141 increase (3.6 percent) in credit card debt. 
None of the other debt categories was statisti-
cally significant.

In table 4, we report results for the same 
models of wealth with pre-birth wealth con-
trols, but conducted separately for white and 
black children.12 Our findings indicate no sta-
tistically significant relationships between 
EITC exposure and wealth for black families. 
For white families, we find a statistically sig-
nificant, positive relationship between EITC 
exposure and checking-savings and annuity 
wealth. In analyses available on request, we also 
conducted pooled models that included inter-

Table 3. Effect of EITC Exposure in Early Childhood on Family Debt in Middle 
Childhood

Credit card debt 140.80*
(58.24)

[3.6%]
Student loan debt 111.55

(223.63)
[1.1%]

Medical loan debt 55.07
(141.62)

[3.4%]
Legal debt 1.62

(4.64)
[2.0%]

Family debt –14.04
(24.61)
[–4.9%]

Number of observations 3,891

Source: Authors’ calculations using the Panel Study of Income Dynamics. 
Note: Amounts in $1,000s; early childhood = 0 to 5; in middle childhood = 6 
to 11; children born between 2000 and 2011; debt measures available 2011 to 
2017. Standard errors in parentheses. Marginal effects based on the mean 
level for that wealth category in brackets. Each model includes controls for 
the education level and age of the head, the race and sex of the child, the 
number of children in the household from the child’s birth to age five, the pro-
portion of the time between the child’s birth and age five the parents were 
married, state measures for unemployment, the minimum wage, and the 
maximum TANF benefit for a family of three, state and year fixed effects, and 
state-specific linear time trends.
*p < .05; **p < .01
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action terms for EITC exposure and race, rather 
than estimating separate models for black and 
white families. None of the interaction terms 
was statistically significant, implying no statis-
tically significant differences in the effect of the 
EITC on the wealth of black and white families. 

In a third set of models (also available on re-
quest), we ran models of logged wealth—re-
placing the negative and zero values of wealth 
with a logged wealth value of zero—and found 
some positive indications of EITC on wealth for 
both black and white families. None of the es-

Table 4. Effect of EITC Exposure in Early Childhood on Family Wealth in Middle 
Childhood, by Race

  White Black

Total wealth 4,504.254 –204.847
(2,938.299) (927.44)

[2.7%] [–0.9%]
Checking or savings 1,037.228* –25.81

(460.789) (185.769)
[5.0%] [–0.7%]

Stocks –383.263 70.482
(1,178.622) (58.685)

[–1.7%] [17.9%]
Vehicles 91.726 342.281

(169.27) (193.734)
[0.5%] [3.6%]

Annuity or IRA 2,111.311* –590.681
(872.031) (623.455)

[5.9%] [–17.4%]
Home equity 846.407 241.436

(1,234.782) (357.317)
[1.0%] [1.5%]

Wealth percentile 0.313 0.201
(0.16) (0.294)

Number of observations 2,125 1,742

Source: Authors’ calculations using the Panel Study of Income Dynamics. 
Note: Amounts in $1,000s; early childhood = 0 to 5; in middle childhood = 6 to 11; 
children born between 2000 and 2011, white and black subsamples only. Stan-
dard errors in parentheses below each coefficient estimate. Each model includes 
controls for the education level and age of the head, the race and sex of the child, 
the number of children in the household from the child’s birth to age five, the pro-
portion of the time between the child’s birth and age five the parents were mar-
ried, state measures for unemployment, the minimum wage, and the maximum 
TANF benefit for a family of three, state and year fixed effects, state-specific lin-
ear time trends, the wealth measure prior to the birth of the child, and an interac-
tion of EITC exposure with an indicator for whether the child is black. Marginal 
effects for white families calculated based on the main effect of the EITC and the 
mean value of wealth among white families; marginal effects for black families 
calculated based on the sum of the main effect and the interaction term and the 
mean value of wealth among black families. P-value on joint significance test re-
ported in parentheses below the marginal effect for black families.
*p < .05; **p < .01
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13. Because labor income is likely endogenous, we use the head’s education to divide the socioeconomic (SES) 
distribution and report results. In some preliminary analyses, we also used the families’ labor income to divide 
the distribution. The results are largely similar to those we report for education. We see larger proportionate 
effects at the bottom of the distribution, and the EITC seems to move low-SES families up in the wealth distri-
bution. We also see large point estimates in levels (but much smaller proportionately) for the total wealth out-
come for high SES families.

timates, however, was statistically significant. 
Together, the results for white families suggest 
that the EITC has a positive effect on checking 
and savings, as well as retirement accounts, but 
inconclusive evidence on how the EITC affects 
the wealth of black families.

Effects by Educational Attainment
To investigate the heterogeneous effects of 
EITC exposure on wealth, and to investigate 
whether the EITC affects interfamily wealth in-
equality, we divide the sample into three cat-
egories based on the educational attainment 
of the head of the household.13 Specifically, in 
table 5, we report separate models for house-
holds in which the head has a high school di-
ploma or less (column 1); up to fifteen years of 
education or less, which would include those 
in the first subsample (column 2); and a bach-
elor’s degree or higher (column 3). For simplic-
ity, in table 5, we present results from models 
that include measures of pre-birth wealth out-
comes; see table A2 for results with and with-
out these controls. Because the EITC targets 
low- to moderate-income families, we expect 
to see a much greater influence on families 
with lower levels of education. We do not ex-
pect to observe effects for those with a college 
education, and report results for this subsam-
ple for comparison purposes. We split the sam-
ple by educational attainment, rather than by 
income, to avoid concerns of endogeneity of 
family income with respect to the EITC. House-
hold income is likely affected by the EITC it-
self, making inference on how the EITC affects 
wealth across the income distribution diffi-
cult.

Results of this exercise are consistent with 
those reported earlier, although many esti-
mates are imprecisely measured, likely because 
of the smaller sample sizes. We observe evi-
dence of larger effects of the EITC on wealth 
among families with a less-educated head of 
household, and no statistically significant ef-

fect of the EITC on families with a highly edu-
cated head of household. A $1,000 increase in 
EITC exposure when the child is up to five years 
old is associated with around a $2,900 (6.1 per-
cent) increase in total household wealth among 
families where the head of household has a 
high school education or less and a $3,270 (5.2 
percent) increase among household heads with 
less than a college education, and no signifi-
cant effect among households with a college 
degree or more.

As in the sample overall, much of the in-
crease in total wealth stems from increases in 
checking-savings, retirement, and home equity, 
although the estimates for checking-savings 
and home equity are not statistically signifi-
cant after controlling for pre-birth values of 
these measures. Checking and savings in-
creases were 7.4 percent for families with a high 
school education or less, 5 percent for those 
with less than a bachelor’s degree, and around 
2.9 percent for college graduates (none is sta-
tistically significant at conventional levels). For 
retirement wealth, we find large and statisti-
cally significant increases for those with less 
than a college education—around 10 percent. 
Interestingly, we find no effects for those with 
a high school education or less, suggesting that 
the EITC primarily helps those with some col-
lege increase their retirement wealth. This 
could be driven by better employment oppor-
tunities (with access to more fringe benefits 
like retirement accounts) of those with some 
college, relative to those with only a high school 
degree or less. Results for college graduates are 
also insignificant and much smaller in magni-
tude. Home equity increases by 3.3 percent for 
those with a high school education or less and 
1.4 percent for those with less than a college 
education, but neither of the estimates are sig-
nificant.

Consistent with the increases in overall fam-
ily wealth, we also observe increases in position 
in the overall wealth distribution among less-
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14. We also conducted analyses for the debt measures separately by educational attainment and found little 
effects of the EITC on debt. Results are available on request.

educated households. A $1,000 increase in EITC 
exposure in early childhood leads to a 0.61 per-
centile increase in the wealth distribution 
among household heads with a high school di-
ploma or less, and a 0.46 percentile increase 
among households with less than a college de-
gree. We find no significant effect of EITC ex-
posure in early childhood on percentile in the 
wealth distribution among children with a 
college-educated parent.14

Conclusion
Over the last several decades, the EITC has be-
come one of the largest components of the so-
cial safety net in the United States. Despite an 
extensive literature on the effects of the EITC 
on a variety of outcomes, we know little about 
its influence on wealth accumulation and how 
the EITC may affect wealth inequality.

Using the PSID and a cohort of individuals 
born between 2000 and 2011, we find that the 

Table 5. Effect of EITC Exposure in Early Childhood on Family Wealth in Middle Childhood by 
Education of Head of Household

  High School or Less Less Than College College or More

Total wealth 2,905.01 3,270.76* 9,080.65
(1,660.15) (1,281.16) (5,194.39)

[6.1%] [5.2%] [3.1%]
Checking or savings 659.56 550.5 1,039.47

(579.94) (327.02) (795.6)
[7.4%] [5.0%] [2.9%]

Stocks 54.8 245.71 –652.57
(109.18) (337.07) (2,540.07)

[0.9%] [3.1%] [–1.0%]
Vehicles 31.27 88.69 109.54

(283.48) (152.42) (247.61)
[0.2%] [0.6%] [0.5%]

Annuity or IRA –64.67 1,026.84* 2,891.18
(349.55) (451.12) (1,716.14)

[1.0%] [9.9%] [3.9%]
Home equity 1,262.7 665.96 5,053.7

(829.06) (569.77) (3,879.4)
[3.3%] [1.4%] [3.0%]

Wealth percentile 0.614 0.461* –0.057
(0.319) (0.176) (0.247)

Number of observations 1,580 2,872 1,056

Source: Authors’ calculations using the Panel Study of Income Dynamics. 
Note: Amounts in $1,000s; early childhood = 0 to 5; in middle childhood = 6 to 11; children born be-
tween 2000 and 2011. Standard errors in parentheses. Marginal effects based on the mean level for 
that wealth category presented in brackets. Each model includes controls for the education level and 
age of the head, the race and sex of the child, the number of children in the household from the child’s 
birth to age five, the proportion of the time between the child’s birth and age five the parents were mar-
ried, state measures for unemployment, the minimum wage, and the maximum TANF benefit for a 
family of three, state and year fixed effects, state-specific linear time trends, and a pre-birth control for 
the wealth outcome of interest.
*p < .05; **p < .01
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EITC increases family wealth, primarily 
through increases in checking and savings ac-
counts, retirement savings, and home equity. 
Our results suggest that a $1,000 increase in 
EITC exposure in early childhood (from birth 
to year of one’s fifth birthday) increases family 
wealth in middle childhood (between ages six 
and eleven) by around 4 percent.

That the EITC increases the amount of sav-
ings held in checking and savings accounts as 
well as retirement accounts suggests that the 
EITC increases families’ ability to save, both for 
current and future expenditures. Although sub-
stantial evidence suggests that the EITC in-
creases the labor-force participation of single 
mothers (Eissa and Liebman 1996; Meyer and 
Rosenbaum 2001; Hoynes and Patel 2018; Bas-
tian 2019), little speaks to the types of employ-
ment held by recipients. That we find evidence 
that the EITC increases retirement savings im-
plies either that families gain access to jobs that 
offer such fringe benefits, or the EITC is allow-
ing them to save more in retirement accounts 
that they already held. Finally, our results indi-
cating that EITC exposure increases home eq-
uity suggests that the EITC may allow families 
to purchase homes or increase their home eq-
uity by allowing them to pay down their mort-
gages. This latter finding is consistent with pre-
vious research that also finds improvements in 
housing stability (reduced cost burden, in-
creases in independent living) associated with 
the EITC (Pilkauskas and Michelmore 2019).

Along with these increases in assets, we also 
find an increase in credit card debt (3.6 percent) 
associated with EITC exposure in early child-
hood. Although determining whether this is nec-
essarily a good or bad outcome is difficult, one 
interpretation is that the EITC increases access 
to credit cards. Low- and moderate-income 
households have less access to credit cards than 
higher-income households (Jones and Michel-
more 2018). By increasing labor supply (Eissa 
and Liebman 1996; Meyer and Rosenbaum 2001; 
Bastian 2019) and family income (Hoynes and 
Patel 2018), the EITC may also increase access to 
credit. Depending on the counterfactual, in-
creasing access to credit cards could be welfare-
improving if households are otherwise forced to 
rely on high-interest credit such as payday loans.

How this increase in wealth translates to 

overall wealth inequality is more difficult to an-
swer. All of our estimates are much larger pro-
portionately for less-educated families, which 
is consistent with the EITC targeting low- and 
moderate-income families, and provides sug-
gestive evidence that the EITC reduces wealth 
inequality. More explicitly, we also evaluate how 
EITC exposure in early childhood affects one’s 
position in the wealth distribution. We find 
that a standard deviation change in EITC expo-
sure (approximately $6,230) increases position 
in the wealth distribution by approximately 2.2 
percentiles, effects being particularly large 
among the least-educated households (4 per-
centiles). Assuming a fixed wealth distribution, 
this suggests that the EITC could reduce wealth 
inequality, given that those at the bottom or 
near-bottom move up in the wealth distribu-
tion. We find no effect of the EITC on percentile 
in the wealth distribution among college-
educated households. On the other hand, some 
of our estimates, such as the increase in retire-
ment savings associated with EITC exposure, 
appear to be concentrated among those with 
some college experience. We find little evidence 
that the EITC increases the retirement savings 
of those with a high school degree or less. This 
finding suggests that the EITC may increase 
economic mobility most for those with moder-
ate skill levels. This is also consistent with ear-
lier research that shows that households with 
family income between 50 percent and 150 per-
cent of the federal poverty line benefit the most 
from the EITC (Hoynes and Patel 2018), because 
households in this income range typically qual-
ify for the largest EITC benefits.

We observe large differences in wealth ac-
cumulation between black and white families, 
but our results do not provide conclusive evi-
dence on how the EITC differentially affects the 
wealth accumulation of black and white fami-
lies. We find large point estimates and statisti-
cally significant effects of the EITC on the 
wealth accumulation of white families, but no 
definitive evidence that the EITC increases the 
wealth of black families. However, our standard 
errors are too large to rule out large increases 
or decreases in the wealth of black families as 
a result of EITC exposure. These findings pro-
vide suggestive evidence that the EITC could 
exacerbate wealth inequality between black and 
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white families by primarily improving the 
wealth status of low- and moderate-income 
white families. More research is necessary, pref-
erably including larger samples of nonwhite 
families, to further understand how the EITC 
affects racial wealth gaps.

The EITC has an asset limit for recipients: 
households with more than $3,000 in asset in-
come are ineligible for the credit. Although 
only a small fraction of the would-be EITC-
eligible population—recent estimates suggest 
approximately 12 percent (Weber 2016)—to the 
extent that some households are deterred from 
savings in income-bearing accounts, these find-
ings may underestimate the effect of the EITC 
on household wealth. Increasing or eliminating 
the asset income threshold may result in a 
larger increase in household wealth associated 
with the EITC (Weber 2016).

Fundamentally, this research suggests that 
EITC exposure sets families with children on 
a different, increased wealth trajectory. One 
might see considerable differences in family 
wealth over a longer time and may lead to an 
entirely different standard of living during 
middle age and retirement. Further, given the 
importance of assets and available credit, our 
results suggest that children may benefit 
from exposure to the EITC in early childhood 
in many ways. For instance, research indi-
cates that exogenous shocks to household 
wealth increase access to higher education 
(Lovenheim 2011), which is consistent with re-
cent literature showing that the EITC im-
proves educational attainment (Bastian and 
Michelmore 2018; Manoli and Turner 2018) 
among those exposed to EITC expansions in 
childhood.

Table A1. Comparison of Wealth Outcomes 

 
Pfeffer et al. (2016)  

in 2016 Dollars
PSID  

Full Sample

Checking or savings 33,749 18,298
(53,693)

Stocks 65,008 18,420
(101,320)

Vehicles 17,043 16,063
(18,756)

Annuity or IRA 53,745 30,251
(98,170)

Home equity 135,914 76,793
(179,373)

Source: Authors’ tabulation based on the Panel Study of Income Dynamics.
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Table A2. Effect of EITC Exposure in Early Childhood on Family Wealth in Middle Childhood, by Educational 
Attainment of Head of Household

 
 

High School or Less Some College or Less College or More

Model 1 Model 2 Model 1 Model 2 Model 1 Model 2

Total wealth 3,039.9 2,905.01 3,392.44* 3,270.76* 10,484.62 9,080.65
(1,770.23) (1,660.15) (1,354.39) (1,281.16) (7,824.52) (5,194.39)

Pre-birth wealth 0.019 0.041 0.638*
(0.031) (0.051) (0.243)

Checking or savings 839.17 659.56 636.05 550.5 1,456.06* 1,039.47
(633.43) (579.94) (346.16) (327.02) (659.32) (795.6)

Pre-birth checking or  
savings

0.136 0.185* 0.646*
(0.094) (0.089) (0.251)

Stocks 57.4 54.8 247.05 245.71 –687.88 –652.57
(110.24) (109.18) (337.11) (337.07) (2,640.56) (2,540.07)

Pre-birth stocks 0.001 0.001 0.083
(0.001) (0.002) (0.086)

Vehicles –37.88 31.27 121.81 88.69 168.23 109.54
(340.88) (283.48) (171.09) (152.42) (246.6) (247.61)

Pre-birth vehicles 0.238** 0.254** 0.187**
(0.056) (0.06) (0.054)

Annuity or IRA –36.81 –64.67 1,039.22* 1,026.84* 2,047.08 2,891.18
(346.83) (349.55) (450.74) (451.12) (2,368.32) (1,716.14)

Pre-birth annuity 0.086 0.150* 0.588**
(0.064) (0.067) (0.181)

Home equity 2,180.14 1,262.7 1,470.13 665.96 7,669.35 5,053.7
(1,345.11) (829.06) (844.97) (569.77) (4641.21) (3,879.4)

Pre-birth home equity 0.572** 0.556** 0.765**
(0.113) (0.072) (0.101)

Wealth percentile 0.696 0.614 0.565** 0.461* 0.169 –0.057
(0.359) (0.319) (0.199) (0.176) (0.262) (0.247)

Pre-birth wealth 
percentile

0.251** 0.269** 0.327**
(0.046) (0.034) (0.051)

Number of observations 1,580 1,580 2,872 2,872 1,056 1,056

Source: Authors’ calculations using the Panel Study of Income Dynamics.
Note: Amounts in $1,000s; early childhood = 0 to 5; in middle childhood = 6 to 11; children born between 2000 and 2011. 
Standard errors in parentheses. Each model includes controls for the education level and age of the head, the race and 
sex of the child, the number of children in the household from the child’s birth to age five, the proportion of the time be-
tween the child’s birth and age five the parents were married, state measures for unemployment, the minimum wage, and 
the maximum TANF benefit for a family of three, state and year fixed effects, and state-specific linear time trends. 
*p < .05; **p < .01



214 	 w e a l t h  i n e q u a l i t y  a n d  c h i l d  d e v e l o p m e n t

r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

References
Addo, Fenaba R. 2014. “Debt, Cohabitation, and 

Marriage in Young Adulthood.” Demography 
51(5): 1677–701.

Baker, Ross, and Constantine Yannelis 2017. “Income 
Changes and Consumption: Evidence from the 
2013 Federal Government Shutdown.” Review of 
Economic Dynamics 23: 99–124.

Bastian, Jacob. 2019. “The Rise of Working Mothers 
and the 1975 Earned Income Tax Credit.” Ameri-
can Economic Journal: Economic Policy 12(3): 44–
75.

Bastian, Jacob, and Katherine Michelmore. 2018. 
“The Long-Term Impact of the Earned Income 
Tax Credit on Children’s Education and Employ-
ment Outcomes.” Journal of Labor Economics 
36(4): 1127–63.

Berger, Lawrence M., Sarah A. Font, Kristen Shook 
Slack, and Jane Waldfogel. 2017. “Income and 
Child Maltreatment in Unmarried Families: Evi-
dence from the Earned Income Tax Credit.” Re-
view of Economics of the Household 15(4): 1345–
72.

Bitler, Marianne, Hilary Hoynes, and Elira Kuka. 2017. 
“Do In-Work Tax Credits Serve as a Safety Net?” 
Journal of Human Resources 52(2): 319–50.

Dahl, Gordon B., and Lance Lochner. 2012. “The Im-
pact of Family Income on Child Achievement: 
Evidence from the Earned Income Tax Credit.” 
American Economic Review 102(5): 1927–56.

———. 2017. “The Impact of Family Income on Child 
Achievement: Evidence from the Earned Income 
Tax Credit: Reply. American Economic Review 
107(2): 629–31.

Dahl, Molly, Thomas DeLeire, and Jonathan 
Schwabish. 2011. “Estimates of Year-to-Year Vol-
atility in Earnings and in Household Incomes 
from Administrative, Survey, and Matched Data.” 
Journal of Human Resources 46(4): 750–74.

Dynarski, Susan, and Jonathan Gruber. 1997. “Can 
Families Smooth Variable Earnings?” Brookings 
Papers on Economic Activity 28(1): 229–303.

Eissa, Nada, and Jeffrey B. Liebman. 1996. “Labor 
Supply Response to the Earned Income Tax 
Credit.” Quarterly Journal of Economics 111(2): 
605–37.

Gibson-Davis, Christina M., and Christine Percheski. 
2018. “Children and the Elderly: Wealth Inequal-
ity Among America’s Dependents.” Demography 
55(3): 1009–32.

Goodman-Bacon, Andrew, and Leslie McGranahan. 
2008. “How Do EITC Recipients Spend Their Re-
funds?” Economic Perspectives 32(2): 17–32.

Halpern-Meekin, Sarah, Kathryn Edin, Laura Tach, 
and Jennifer Sykes. 2015. It's Not Like I'm Poor: 
How Working Families Make Ends Meet in a Post-
Welfare World. Berkeley: University of California 
Press.

Hoynes, Hilary W., Doug Miller, and David Simon. 
2015. “Income, the Earned Income Tax Credit, 
and Infant Health.” American Economic Journal: 
Economic Policy 7(1): 172–211.

Hoynes, Hilary W., and Ankur J. Patel. 2018. “Effec-
tive Policy for Reducing Poverty and Inequality? 
The Earned Income Tax Credit and the Distribu-
tion of Income.” Journal of Human Resources 
53(4): 859–90.

Internal Revenue Service (IRS). 2020. “About EITC.” 
Revised June 29, 2020. Accessed December 8, 
2020. https://www.eitc.irs.gov/eitc-central/about​
-eitc/about-eitc.

Jones, Lauren E., and Katherine Michelmore. 2018. 
“The Impact of the Earned Income Tax Credit on 
Household Finances.” Journal of Policy Analysis 
and Management 37(3): 521–45.

———. 2019. “Timing Is Money: Does Lump-Sum 
Payment of Tax Credits Induce High-Cost Bor-
rowing?” Economic Inquiry 57(3): 1659–74.

Leiserson, Greg, Will McGrew, and Raksha Koppa-
ram. 2019. “The Distribution of Wealth in the 
United States and the Implications for a Net 
Worth Tax.” Washington, D.C.: Washington Cen-
ter for Equitable Growth. Accessed December 9, 
2020. https://equitablegrowth.org/the​-distri 
bution-of-wealth-in-the-united-states-and​
-implications-for-a-net-worth-tax.

Lovenheim, Michael F. 2011. “The Effect of Liquid 
Housing Wealth on College Enrollment.” Journal 
of Labor Economics 29(4): 741–71.

Manoli, Day, and Nicholas Turner. 2018. “Cash-on-
Hand and College Enrollment: Evidence from 
Population Tax Data and the Earned Income Tax 
Credit. American Economic Journal: Economic 
Policy 10(2): 242–71.

Meyer, Bruce D., and Dan T. Rosenbaum. 2001. “Wel-
fare, the Earned Income Tax Credit, and the La-
bor Supply of Single Mothers.” Quarterly Journal 
of Economics 116(3): 1063–114.

Michelmore, Katherine, and Leonard M. Lopoo. 2019. 
“The Effect of EITC Exposure in Childhood on 

https://www.eitc.irs.gov/eitc-central/about-eitc/about-eitc
https://www.eitc.irs.gov/eitc-central/about-eitc/about-eitc
https://equitablegrowth.org/the-distribution-of-wealth-in-the-united-states-and-implications-for-a-net-worth-tax
https://equitablegrowth.org/the-distribution-of-wealth-in-the-united-states-and-implications-for-a-net-worth-tax
https://equitablegrowth.org/the-distribution-of-wealth-in-the-united-states-and-implications-for-a-net-worth-tax


r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

	 t h e  e a r n e d  i n c o m e  t a x  c r e d i t 	 215

Marriage and Early Childbearing.” Center for Pol-
icy Research working paper no. 215. Syracuse, 
N.Y.: Syracuse University.

Neumark, David, and Peter Shirley. 2020. “The 
Long-Run Effects of the Earning Income Tax 
Credit on Women’s Labor Market Outcomes.” La-
bour Economics 66. Published online June 26. 
DOI: 10.1016/j.labeco.2020.101878.

Pfeffer, Fabian T., Robert F. Shoeni, Arthur Ken-
nickell, and Patricia Andreski. 2016. “Measur-
ing Wealth and Wealth Inequality.” Journal of 
Economic and Social Measurement 41(2): 103–
20.

Pilkauskas, Natasha, and Katherine Michelmore. 
2019. “Does the Earned Income Tax Credit Re-
duce Housing Instability?” Demography 56(4): 
1303–26.

Romich, Jennifer, and Thomas Weisner. 2000. “How 
Families View and Use the EITC: Advance Pay-
ment Versus Lump Sum Delivery.” National Tax 
Journal 53(4): 1245–65.

Schneider, Daniel. 2011. “Wealth and the Marital Di-
vide.” American Journal of Sociology 117(2): 627–
67.

Shaefer, H. Luke, Xiaoqing Song, and Trina R. 
Shanks. 2013. “Do Single Mothers in the United 

States use the Earned Income Tax Credit to Re-
duce Unsecured Debt?” Review of Economics of 
the Household 11(4): 659–80.

Smeeding, Timothy M., Katherin Ross Phillips, and 
Michael O'Connor. 2000. “The EITC: Expectation, 
Knowledge, Use, and Economic and Social Mo-
bility.” National Tax Journal 53(4): 1187–209.

Sykes, Jennifer, Katrin Križ, Kathryn Edin, and Sarah 
Halpern-Meekin. 2015. “Dignity and Dreams: 
What the Earned Income Tax Credit (EITC) 
Means to Low-Income Families.” American Soci-
ological Review 80(2): 243–67.

Weber, Caroline. 2016. “Does the Earned Income Tax 
Credit Reduce Saving by Low-Income House-
holds?” National Tax Journal 69(1): 41–76.

Wolff, Edward N. 2016. “Household Wealth Trends 
in the United States, 1962 to 2013: What Hap-
pened over the Great Recession?” RSF: The Rus-
sell Sage Foundation Journal of the Social Sci-
ences 2(6): 24–43. DOI: 10.7758/RSF.2016.2 
.6.02.

———. 2017. “Household Wealth Trends in the United 
States, 1962 to 2016: Has Middle Class Wealth 
Recovered?” NBER working paper no. 24085. 
Cambridge, Mass.: National Bureau of Economic 
Research.



Margot Jackson is associate professor of sociology at Brown University, United States. Chinyere Agbai is a PhD 
student in sociology at Brown University, United States. Emily Rauscher is associate professor of sociology at 
Brown University, United States.

© 2021 Russell Sage Foundation. Jackson, Margot, Chinyere Agbai, and Emily Rauscher. 2021. “The Effects of 
State-Level Medicaid Coverage on Family Wealth.” RSF: The Russell Sage Foundation Journal of the Social Sci-
ences 7(3): 216–34. DOI: 10.7758/RSF.2021.7.3.10. Direct correspondence to: Margot Jackson at margotj@brown.
edu, Brown University Department of Sociology, Box 1916, Providence RI 02912, United States.

Open Access Policy: RSF: The Russell Sage Foundation Journal of the Social Sciences is an open access journal. 
This article is published under a Creative Commons Attribution-NonCommercial-NoDerivs 3.0 Unported Li-
cense.

cess to key resources necessary for healthy 
child development. Increased access to Medic-
aid may affect children both directly, via access 
to crucial health care, and indirectly by reduc-
ing family medical expenses, allowing them to 
increase their economic resources.

Research documents direct positive effects 
of state-level Medicaid coverage on short and 
longer-term outcomes for child and adult 
health (Currie and Gruber 1996; Goodman-
Bacon 2018; Miller and Wherry 2019). These ef-
fects are quite meaningful not only for chil-
dren’s health, but also for their broader 
educational progression and human capital 

The Effects of State-Level 
Medicaid Coverage on  
Family Wealth
M argot Jackson , Chin yere Agbai,  a nd Emily R auscher

Jointly financed by the federal government and the states, Medicaid represents the second largest form of 
public-sector investment in children. Research documents direct positive effects of Medicaid on children’s 
well-being, but little is known about the effects of Medicaid expansions on the wealth of families with chil-
dren. Using state variation in Medicaid access during the prenatal and infant period, linked to longitudinal 
data from the children of National Longitudinal Survey of Youth 79, we ask whether state-level Medicaid 
generosity is associated with family wealth among families with children and whether these effects vary by 
parental education and race-ethnicity. We find that greater state-level Medicaid access is associated with a 
larger total amount held in savings and retirement accounts, as well as in mortgages. These effects are 
largely driven by non-Hispanic white families, and those with more highly educated mothers. 

Keywords: Medicaid, inequality, wealth, children
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Since its creation in 1965, the federal Medicaid 
program has been a major provider of health 
insurance for low- and moderate-income fami-
lies in the United States. Jointly financed by the 
federal government and the states, Medicaid 
currently represents the second largest form of 
public-sector investment in children, after K–12 
education (Isaacs and Edelstein 2017). The form 
and size of Medicaid investments vary widely 
across states, given large differences in states’ 
rules about eligibility levels, service coverage, 
payment mechanisms, and spending per en-
rollee. State-level indicators of Medicaid access 
thus provide a useful indicator of families’ ac-
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development. For example, Medicaid coverage 
can help families control child asthma, which 
can increase school attendance (Currie 2005). 
However, much less is known about the effects 
of state-level Medicaid access on the wealth of 
families with children. Increased access to 
Medicaid may affect children both directly, via 
access to crucial health care, and indirectly by 
reducing family medical expenses, allowing 
them to increase their economic resources. 
Greater wealth at the family level is important 
not only because it provides access to better 
nutrition and medical care, but also because 
wealth is positively linked to children’s human 
capital development and educational attain-
ment (Elliott, Destin, and Friedline 2011; Pfeffer 
2018).

Despite its importance, wealth is the most 
unequally distributed economic resource, with 
the top 1 percent of wealth holders owning 36 
percent of the wealth in the United States (Kille-
wald, Pfeffer, and Schachner 2017; Saez and Zuc-
man 2016; Stone et al. 2020). Moreover, centu-
ries of policies and practices, including slavery, 
Jim Crow, racial terrorism, and ongoing preda-
tory lending practices, have hampered the abil-
ity of nonwhites, and especially black families, 
to amass wealth (Du Bois 1935; Faber 2018; 
Freund 2007; Taylor 2019). As a result, wealth 
gaps are particularly large among families with 
children and across racial and ethnic groups 
(Gibson-Davis and Percheski 2018; Pfeffer 2018; 
Saez and Zucman 2016). By reducing out-of-
pocket medical costs, greater state-level Med-
icaid access may facilitate the ability of fami-
lies, the most socioeconomically disadvantaged 
families in particular, to increase their savings 
and assets more generally. Health and health 
care are fundamental for child development 
but can require substantial private spending 
and even debt (Hu et al. 2018). Any savings as-
sociated with Medicaid may in turn better allow 
families to directly invest in their children’s de-
velopment.

This article examines the effects of state-
level Medicaid access on family wealth. We use 
state variation in Medicaid access during the 
prenatal and infant period, driven by federal 
and state Medicaid expansions that increased 
access at different times across states in the 
1980s. Linking these state-level measures to 

longitudinal data from the children of National 
Longitudinal Survey of Youth 79 (NLSY79-C), 
we ask two questions: First, is greater state-level 
Medicaid generosity positively associated with 
wealth among families with children? Second, 
do these effects vary by parental education and 
race-ethnicity? We find that, on average, greater 
state-level Medicaid access is associated with a 
larger total amount held in savings and retire-
ment accounts, as well as in mortgages. These 
effects are largely driven by non-Hispanic white 
families, and those with more highly educated 
mothers.

Background
Created in 1965 through the Social Security 
Amendments of 1965, Medicaid is a major pro-
vider of health insurance for low- and moderate-
income families in the United States. Jointly 
financed by the federal government and the 
states, Medicaid represents the second largest 
form of government investment in children, af-
ter K–12 education (Isaacs and Edelstein 2017). 
Unlike some more “universalist” public invest-
ments, such as K–12 public education, which 
serves children across income groups, Medic-
aid is a targeted investment toward low- and 
moderate-income families. The Medicaid pro-
gram has also undergone several expansions at 
both the federal and state level over time, re-
sulting in wide variation across place and time 
in eligibility levels, service coverage, payment 
mechanisms, and spending per enrollee.

When Medicaid was created in 1965, cover-
age for children and pregnant women was re-
stricted to families receiving welfare benefits 
via the Aid to Families with Dependent Chil-
dren (AFDC) program, consisting primarily of 
single-parent families with incomes below the 
poverty line. Many of the federal and state Med-
icaid expansions that have led to variation in 
eligibility and the timing of implementation 
across states have focused on pregnant women 
and children in the first year of life. Beginning 
in the 1980s, especially between 1987 and 1990 
in response to a large national Medicaid expan-
sion through the Omnibus Budget Reconcilia-
tion Act of 1986 (OBRA86), states began to ex-
pand coverage to include prenatal and infant 
care for two-parent families in AFDC, as well as 
families with incomes above the poverty line. 
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In addition to federal expansions that increased 
access or benefits at different times across 
states, some states expanded Medicaid beyond 
federal minimums for benefit and coverage. 
This series of expansions between 1980 and the 
early 1990s meant that many states began to 
cover pregnant women and their infants if their 
family income was up to 185 percent of the pov-
erty threshold, up from the previous maximum 
coverage at 79 percent of the poverty line before 
the expansion (Currie and Gruber 1996; Miller 
and Wherry 2019). Between 1984 and 1992, eli-
gibility for Medicaid more than doubled among 
U.S. children, and almost one-third were eligi-
ble for enrollment by 1992 (Currie and Gruber 
1996).

Medicaid and Family Wealth
Medicaid access could be associated with fam-
ily wealth in several ways. First, increased cov-
erage may be positively associated with house-
holds’ wealth by freeing up funds that would 
otherwise be used for medical expenses, better 
enabling families to save money or purchase 
assets. This possibility may have become more 
likely after the OBRA86 expansion, when the 
vast majority of states ended their previous use 
of asset testing for determining Medicaid eligi-
bility. Previously, Medicaid eligibility for preg-
nant women and infants had been tied to their 
AFDC eligibility, which involved asset testing to 
qualify. The asset test allowed “a home of any 
value, an automobile worth up to $1,500, and 
any other real or personal property essential for 
day-to-day living worth up to $1,000” (Govern-
ment Accountability Office 1987, 18). Income 
and asset limits for Supplemental Security In-
come (SSI), Medicaid through SSI eligibility, 
and those for the medically needy program 
were higher (Government Accountability Office 
1987). In addition to expanding access based on 
income limits, OBRA86 also provided states 
with options to simplify the Medicaid eligibility 
process for pregnant women and infants. For 
example, states shortened application forms, 
out-stationed eligibility workers at provider 
sites, and expedited maternity-related applica-
tions (National Governors’ Association 1990, 3). 
States also dropped the asset test required for 
Medicaid eligibility among pregnant women 
and infants. In 1990, “44 states no longer review 

clients’ assets when determining eligibility for 
pregnant women and children” (National Gov-
ernors’ Association 1990, 3). The seven states 
that retained the asset test were California, Col-
orado, Illinois, Iowa, Missouri, North Dakota, 
and Texas. Additional states dropped the test 
over time: Colorado and Missouri by July 1990 
and Illinois and Texas by July 1991. Beginning 
in 1992, some states (Nevada, Utah, and Arkan-
sas) began reinstating asset tests for Medicaid 
eligibility among pregnant women or children 
(National Governors’ Association 1992).

The elimination of asset testing as a condi-
tion for Medicaid enrollment among pregnant 
women and young children increased the pos-
sibility for participating families to build 
wealth. Greater access to Medicaid for low- and 
middle-income families may reduce the 
amount these families spend on out-of-pocket 
medical expenses, private insurance premi-
ums, expensive copayments, or other directly 
purchased services. Although many pregnant 
women and young children who became eligi-
ble for Medicaid with the expansions were un-
insured, more than a third were covered under 
private insurance plans (Cutler and Gruber 
1996; Dubay and Kenney 1997), which typically 
have higher out-of-pocket costs for premiums 
and copayments. The ability to substitute pub-
lic insurance for private insurance may there-
fore free up economic resources for some fam-
ilies, enabling them to save money or to 
purchase assets such as a home.

Among families who were uninsured, public 
insurance may also replace some degree of pri-
vate spending. Research concerning the effects 
of Medicaid on consumption in the broader 
adult population demonstrates that increases 
in Medicaid access are associated with in-
creases in spending on nondurable goods (Gr-
uber and Yelowitz 1999), and that switching 
from private to public health insurance reduces 
spending on out-of-pocket medical care and 
health insurance costs (Shaefer, Grogan, and 
Pollak 2011). Among families with children, a 
study on the effects of State Children’s Health 
Insurance Program (SCHIP, later CHIP) expan-
sions in the late 1990s, which were targeted to-
ward higher income families than the Medicaid 
expansions, shows that SCHIP coverage in-
creases savings behavior among households 
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with children (Leininger, Levy, and Schanzen-
bach 2010). Evidence on the effects of Medicaid 
expansions on the wealth of families with chil-
dren is lacking, however.

Increases in Medicaid access may also re-
duce the debt held by families with children, 
both by reducing medical debt and by improv-
ing their ability to pay down existing debts from 
credit cards and other sources. Although sur-
prisingly little research examines the effects of 
Medicaid on debt, evidence among adults sug-
gests that Medicaid coverage reduces the likeli-
hood of personal bankruptcy, as well as the 
prevalence of “medical divorces” intended to 
protect the assets of a healthy spouse when the 
other spouse has substantial medical bills 
(Gross and Notowidigdo 2011; Slusky and Gin-
ther 2017). Results from an experimental Med-
icaid expansion program in Oregon demon-
strate that Medicaid access significantly 
reduced the frequency of missed bill payments 
because of medical expenses (Finkelstein et al. 
2012). In addition, research on the recent Med-
icaid expansion under the Affordable Care Act 
demonstrates that increased Medicaid access 
reduces the number of unpaid bills and the 
amount of debt sent to collection agencies (Hu 
et al. 2018; Miller and Wherry 2019). However, 
these studies focus on the broader Medicaid-
eligible population and not on families with 
children.

Despite reasons to expect a positive effect of 
Medicaid access on savings and wealth among 
families with children, it is also possible that 
the association is negative. Increased Medicaid 
access may reduce families’ need to save in the 
presence of a new safety net, to the extent that 
low-resource families are able to save at all. Re-
latedly, families may prioritize short-term ex-
penses, increasing consumption instead of sav-
ings for longer-term expenses. Some evidence 
suggests that Medicaid expansions are nega-
tively associated with savings and wealth hold-
ings among all households, and that these neg-
ative effects are especially strong when asset 
testing is in effect (see, for example, Gruber and 
Yelowitz 1999). Although the vast majority of 
states eliminated asset tests with Medicaid ex-
pansion, families may have believed asset test-
ing remained in effect.

In sum, previous evidence on the Medicaid-

eligible population offers mixed evidence and 
focuses on the general population rather than 
on families with children. It is plausible that 
higher Medicaid coverage should increase the 
ability of eligible families to save money or re-
duce debt via reduced out-of-pocket costs. It is 
also possible, however, that Medicaid access 
does not increase wealth because families may 
prioritize short-term expenses over savings. 
The little research on Medicaid expansions pro-
vides limited evidence of effects for families 
with children and offers a very short-term per-
spective on the effects of Medicaid.

Variation by Education and Race-Ethnicity
It is important to consider the possibility that 
Medicaid affects family wealth differently for 
groups by education and race-ethnicity because 
the composition of Medicaid participants is 
heterogeneous. For example, among Medicaid-
covered births between 1999 and 2005, 30 per-
cent of mothers had more than a high school 
education, 30 percent had a high school degree, 
and 40 percent had not graduated. About half 
were non-Hispanic black or Hispanic (Lloyd et 
al. 2018). In 2000, 38 percent of Medicaid or 
CHIP-covered children were non-Hispanic 
white, 32 percent were non-Hispanic black, and 
25 percent were Hispanic; 62 percent of parents 
had more than a high school education (Coyer 
and Kenney 2013). In addition, wealth varies 
dramatically by education and race. Those with 
less education hold much less wealth than 
more educated families (Hartog and Ooster-
beek 1998; Pfeffer, Danziger, and Schoeni 2013; 
Semyonov and Lewin-Epstein 2013). Racial gaps 
in wealth—especially black-white gaps—are 
also striking. As of 2016, white households hold 
almost ten times the wealth of black families, 
with whites holding $171,000 to blacks’ $17,600, 
on average (Dettling et al. 2017). Racial wealth 
gaps are especially driven by differences in 
homeownership, which is the largest source of 
wealth for most Americans. Wealth gains asso-
ciated with homeownership are much larger for 
white families than for black or Hispanic fami-
lies, and whites are also more likely to be home-
owners than renters (Collins and Margo 2001; 
Conley 1999; Killewald and Bryan 2016; Na-
tional Low Income Housing Coalition 2020).

The relative socioeconomic disadvantage of 
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1. We are grateful to Laura Wherry for sharing the annual simulated Medicaid eligibility measures.

less educated black and Hispanic families 
could mean that they are less able to increase 
savings with Medicaid access. Income is more 
likely to be unstable among adults with lower 
socioeconomic status (SES) (Hannagan and 
Morduch 2015; Kalleberg, Reskin, and Hudson 
2000; Pew Charitable Trusts 2017), meaning 
that any savings associated with Medicaid may 
be used for short-term needs over longer-term 
savings. In addition, although sociohistorical 
forces have contributed significantly to con-
temporary racial-ethnic gaps in wealth, dis-
crimination in housing and mortgage markets 
remains, and ongoing exclusion may make it 
harder for black and Latino families to build 
wealth even with the same savings as non-
Latino white families (see Quillian, Lee, and 
Honoré 2020). Because of this, the benefits of 
Medicaid may be largest among more-educated 
and non-Hispanic white families, who are more 
likely to be in a position to save. Alternatively, 
increases in Medicaid may most strongly affect 
the behavior of less-educated and racial minor-
ity families, for whom saving may be a new pos-
sibility. Evaluations of other progressive poli-
cies that provide cash or in-kind transfers to 
low-resource families suggests that the benefits 
of these transfers are often largest among the 
most disadvantaged participants (Goodman-
Bacon 2018; Meyer 2010). These findings are 
consistent with the idea that Medicaid should 
affect the wealth of the most disadvantaged 
families the most, rather than providing addi-
tional benefits to highly educated and white 
participants.

Data
Data from our study come from two sources. 
First, we measure family characteristics, includ-
ing wealth, using data from the children of the 
National Longitudinal Survey of Youth 79 
(NLSY79-C). The NLSY79 is a large, nationally 
representative sample of the family, social, and 
economic lives of approximately thirteen thou-
sand men and women who were between four-
teen and twenty-two years old at the time of the 
first interview in 1979. Until 1994, respondents 
were interviewed annually, and from then for-
ward biennially. The NLSY-C is a survey of all 

children born to NLSY79 mothers. Beginning 
in 1986, mothers were interviewed biennially 
(and their children assessed) in an effort to 
measure family socioeconomic context and 
child development. To date, more than 11,500 
children have been followed and assessed. Col-
lectively, the data provide rich, longitudinal in-
formation on the economic circumstances and 
development of a large, nationally representa-
tive sample. Very few data sets include both 
high quality wealth data within the same fami-
lies over time. NLSY data also include geo-
graphic identifiers and a large sample of young 
children, making it uniquely suited to answer 
questions about the effects of Medicaid expan-
sions focused on mothers and young children.

We link NLSY-C data to longitudinal, state-
level data on Medicaid eligibility thresholds. 
Between 1987 and 1993, national increases in 
the income and age requirements for Medicaid 
eligibility among children and pregnant 
women were substantial. As Sarah Miller and 
Laura Wherry (2019) describe in detail, the pro-
portion of women and infant who were eligible 
for Medicaid during pregnancy increased from 
13 percent in 1979 to 44 percent by 1993. These 
increases were implemented at different times 
across states, resulting in variation in Medicaid 
eligibility among otherwise similar women and 
children across time and place. We follow re-
cent research and use simulated prenatal Med-
icaid eligibility calculated from changes in 
state prenatal Medicaid eligibility rules applied 
to a national sample of three thousand women 
from each year (Miller and Wherry 2019).1 This 
approach makes it more feasible to identify the 
implications of changes in Medicaid policy 
alone, distinct from other state-level policies or 
state-level economic or demographic charac-
teristics. Because of the timing of expansions 
across the United States, we limit our NLSY-C 
analytic sample to the period between 1986 and 
2000.

Measures
In an effort to capture the numerous dimen-
sions of family wealth, we examine multiple 
measures of assets and debts, in addition to 
total net worth. Net worth is a derived measure 
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2. Figure A1 provides box plots of family net worth by tercile of state-level Medicaid eligibility. This figure dem-
onstrates significant variation in family net worth in states with low, medium, and high levels of Medicaid 
generosity.

in the NLSY-C, which consists of adding the 
value of all household assets and subtracting 
household debt (Gruber and Yelowitz 1999; Orr 
2003). Home value and mortgage are recorded 
for homeowners and reflect the total market 
value of the home and the amount owed on the 
property, respectively. Other debt captures the 
amount of any other kind of debt owed on the 
residential property. Savings records the 
amount held in savings. To create the accounts 
measure, we sum the amount held in four kinds 
of liquid assets: savings, certified deposits, in-
vestment retirement accounts (IRAs), and tax-
deferred savings plans. Car value reflects the 
total market value of the respondent’s vehicle, 
and car debt records how much is owed on the 
vehicle.

All wealth measures are collected at the fam-
ily level and converted to 2018 dollars. Like in-
come, wealth is a highly right-skewed measure 
of economic resources, with many families pos-
sessing zero or negative wealth, and the wealth-
iest families holding a disproportionately large 
share of assets.2 We follow previous research 
and use an inverse hyperbolic sine (IHS) trans-
formation for all wealth measures (Friedline, 
Masa, and Chowa 2015). The IHS transforma-
tion can be expressed as

IHS(wealth) = log(wealth + √ wealth  + 1).

Transforming wealth in this way has many 
benefits, including adjusting for skewness and 
retaining 0 and negative values. The IHS trans-
formation is a useful alternative to other wealth 
transformations, such as the log transforma-
tion, that are unable to include values at or be-
low 0 (Friedline, Masa, and Chowa 2015). With 
the exception of very small values of wealth, the 
IHS transformed value can be interpreted in the 
same way as a log transformed dependent vari-
able. That is, the coefficient can be multiplied 
by one hundred and interpreted in terms of per-
centage points (Burbidge, Magee, and Robb 
1988). In sensitivity analyses, we compare these 
results with analyses using untransformed 
wealth and wealth deciles, as well as IHS trans-

2

Watch anchored superscript in equation for movement at 2nd/3rd 
pass

formed deciles, and find that the results are 
substantively the same.

Medicaid Eligibility
To separate possible state Medicaid policy ef-
fects from the effects of state-level demographic 
and economic factors, we follow previous work 
(Brown, Kowalski, and Lurie 2018; Currie and 
Gruber 1996; Miller and Wherry 2019) and use 
simulated prenatal Medicaid eligibility mea-
sures. These measures are calculated annually 
based on state Medicaid eligibility rules in a 
given year and applied to a national sample of 
three thousand women from each year (Miller 
and Wherry 2019).

Given the timing of expansions across 
states, we limit our NLSY-C analytic sample to 
the period between 1986 and 2000. Because the 
simulated eligibility measures estimate state-
level prenatal-infant eligibility, we assign chil-
dren the simulated Medicaid eligibility value 
for the mother’s state of residence during the 
year the child was born. Because the NLSY-C 
interview structure captures children and fam-
ilies biennially in even-numbered years, chil-
dren born in odd-numbered years are assigned 
the simulated Medicaid eligibility in their 
mothers’ state of residence for the year prior to 
birth.

The timing of the state-level Medicaid eligi-
bility measures means that we are examining 
the effects of Medicaid access on family wealth 
during the prenatal and infant period. Under-
standing insurance status and possible wealth 
effects during this period is important because 
the early life cycle is a highly sensitive period 
of brain development. Exposure to healthy be-
haviors, adequate medical care, and improve-
ments in wealth during this period may espe-
cially affect mechanisms responsible for 
healthy physical and cognitive development 
(Gluckman and Hanson 2006; Knudsen 2004; 
Wakschlag et al. 2002). In this vein, the relation-
ship between Medicaid access early in life and 
children’s short and longer-time outcomes is 
both positive and strong (Currie and Gruber 
1996; Miller and Wherry 2019).
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3. We perform the analysis with and without the states that continued asset testing, and results are substantively 
identical.

Other Measures
We include controls from the NLSY-C data, in-
cluding family income and maternal education, 
public transfer receipt (at the household or 
family level), child race-ethnicity, child gender, 
marital status of parents, and parental employ-
ment. At the state level, we use data from the 
University of Kentucky Poverty Center’s State 
Welfare database, the Current Population Sur-
vey, and the Bureau of Labor Statistics to con-
struct measures—we control for the state-year 
unemployment rate, poverty rate, prevailing 
minimum wage, share of the population that is 
black non-Hispanic, share of the population 
that is Hispanic, and share of the population 
with a college degree. We also measure the 
presence of a state Earned Income Tax Credit 
(EITC) program and the state’s percentage of 
the federal EITC in each year. Finally, we mea-
sure states’ governance structures with a vari-
able indicating whether the governor is a Dem-
ocrat.

Approach
Medicaid eligibility varies by state but depends 
on family income through eligibility criteria at 
the state level and, less commonly, wealth via 
asset tests in six states by 1990.3 We use the sim-
ulated Medicaid eligibility measures described 
above to address endogeneity that could influ-
ence both family wealth and Medicaid eligibil-
ity and therefore bias traditional estimates. 
Simulated measures also address other meth-
odological issues. First, Medicaid policy 
changes could encourage families close to the 
income and wealth eligibility thresholds to al-
ter their behavior. For example, if the eligibility 
threshold increases, families with more educa-
tion and financial knowledge could be near the 
eligibility cutoff and transfer assets to a friend 
or extended family member to allow them to 
meet the eligibility requirements. Simulated 
eligibility addresses potential bias that could 
be introduced by this type of sorting within 
states (Biasi 2019). Second, average eligibility 
among families in a given state varies with state 
economic measures. For example, recessions 
may reduce average income and wealth in a 

state, which would increase the proportion of 
state residents who are eligible for Medicaid. 
Because they are based on a national sample of 
women, simulated eligibility measures are di-
vorced from state-specific changes in economic 
or demographic changes.

In addition to using simulated eligibility 
measures, we estimate models with state and 
year fixed effects to control for state differences 
correlated with spending and family character-
istics (such as labor market structure or level 
of economic need), and year fixed effects to con-
trol for time trends shared across states (such 
as recession effects). Variation across states in 
the strength of the labor market and the demo-
graphic composition of the population could 
produce a positive relationship between Med-
icaid access and economic need that does not 
reflect true variation in states’ investment in 
Medicaid. Including state fixed effects helps 
control for these fixed differences across states. 
In addition, increased economic need during 
periods of economic downtown is correlated 
with increases in public-sector investment 
(Edelstein et al. 2016). Increased state-level in-
vestment during recessions may also be corre-
lated with lower wealth. Including year fixed 
effects helps separate the effects of government 
investment from the effects of economic need.

The inclusion of state and year fixed effects 
means that model identification is based on 
within-state variation in Medicaid eligibility 
across years, as well as across-state differences 
in Medicaid generosity in a given year. The key 
assumption of this approach is that other un-
measured changes in state characteristics did 
not co-occur with Medicaid eligibility policy 
changes (Miller and Wherry 2019). For example, 
if expanded Medicaid eligibility forced states 
to reduce spending on other programs for the 
same children affected by increased Medicaid 
eligibility, our estimates would be biased. Time-
varying state controls as well as state and year 
fixed effects help reduce the possibility that this 
assumption is violated. Building on this logic, 
we examine the association between state-level 
Medicaid access and family wealth using the 
following model:
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	 Yist = �β0 + β1medicaidist + β2Xist + μs + θt + εist,	 (1)

where, for each child i in state s in year t, we 
model family wealth (Y)—net worth and the 
other measures of assets and debts described 
earlier—as a function of state-level simulated 
prenatal-infant Medicaid eligibility (Medicaid) 
in the state-year of the child’s birth, and the 
individual and state-level controls (X) de-
scribed. We measure wealth in the year follow-
ing a child’s birth rather than in the same year. 
We focus on β1 to examine the effects of prena-
tal Medicaid access on children in all families. 
This step in the analysis will allow us to exam-
ine whether higher Medicaid coverage in-
creases the ability of families to save money via 
increases in assets and reduced debt, or 
whether Medicaid access does not increase 
wealth, perhaps because of the need to priori-
tize short-term expenses.

In the next step of the analysis, we consider 
heterogeneity in the effects of Medicaid access 
on family wealth by parental education and 
child race-ethnicity. The composition of Med-
icaid participants is heterogeneous across the 
educational distribution and by race-ethnicity, 
and wealth also varies dramatically by educa-
tion and race. We extend equation (1) to esti-
mate stratified models by both parental educa-
tion and child race-ethnicity, separately. We 
examine parental education rather than family 
income to reduce the possibility of endogeneity 
between Medicaid and family income, which is 
more variable than education and could be pre-
dicted by Medicaid enrollment. If higher state-
level Medicaid access disproportionately af-
fects lower-educated and racial minority 
families, we would expect to see increases in 
savings and reductions in debt with increases 
in Medicaid. Alternatively, if the benefits of 
Medicaid are largest among the groups more 
likely to already be in a position to save, we ex-
pect to see positive effects of Medicaid in-
creases among higher-educated and non-
Hispanic white families.

In the analyses described, we use a reduced 
form estimate rather than an instrumental 
variable approach because it is more straight-
forward and easier to interpret, does not re-
quire accurate prenatal measures of income 
and wealth to determine prenatal Medicaid 

eligibility, incorporates potential spillover ef-
fects and potential manipulation around the 
eligibility threshold, and allows us to examine 
heterogeneity in the effects of changes in state 
Medicaid eligibility policy by education and 
race-ethnicity.

Results
Table 1 shows descriptive characteristics of  
the analytic sample. The median family with 
young children in the analytic sample with chil-
dren holds $13,596 in net worth, with signi
ficant variation shown in the standard devia-
tion of $281,969. As is well documented in the 
wealth literature, home value is the largest as-
set that families possess, with a median value 
of $135,550 (Killewald, Pfeffer, and Schachner 
2017; Oliver and Shapiro 2006), followed by ac-
counts at $43,023. Mortgage is the largest debt 
held by families in the sample, at $80,539. Re-
spondents live in states where an average of 18 
percent of pregnant women and infants are el-
igible to receive Medicaid. Racial diversity in 
the sample is significant: 21 percent of children 
are Hispanic, 32 percent are black, and 47 per-
cent are non-Hispanic white. Children are 
seven years old, on average, at the time of inter-
view. Mothers in the sample are the most likely 
to hold a high school diploma (38 percent), fol-
lowed by a college degree (29 percent), and less 
than a high school diploma (30 percent). 
Twenty-five percent of the sample receives wel-
fare, and the average annual income is just over 
$18,000.

Is State-Level Medicaid Access  
Associated with Family Wealth?
On the association between Medicaid and fam-
ily wealth, table 2 presents models that predict 
each dimension of wealth as a function of state-
level Medicaid access, time-invariant and time-
varying controls, and state and year fixed ef-
fects. For each measure of wealth, we present 
two models: model 1 includes all time-invariant 
and time-varying controls; model 2 adds the 
value of net worth in the year of the child’s 
birth. Model 1 shows that increases in prenatal 
Medicaid eligibility are significantly associated 
with the amount of retirement savings, as well 
as the value of home mortgages (among home-
owners). For example, an increase from 0 to 1 
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in the proportion of women and infants eligible 
for Medicaid (zero to 100 percent eligibility) is 
associated with an increase of about 234 per-
cent (2.338*100) in the value of families’ ac-
counts, which include savings, certified depos-
its, IRAs, and tax-deferred savings plans. 
Because this is a not a realistic amount of vari-
ation in Medicaid access between states, it is 

useful to provide a range from these data. For 
reference, among the analytic sample, a stan-
dard deviation in simulated prenatal Medicaid 
eligibility is 0.096. To put this in context, a one 
standard deviation difference in eligibility 
would be the difference between a spending en-
vironment like Massachusetts (0.40) and Okla-
homa (0.31) in 1992. A two standard deviation 

Table 1. Descriptive Characteristics of Sample, NLSY-C 1986–2000

Mean
Standard 
Deviation

Family wealth (median)
Net worth 13,596 281,969
Home value 135,550 158,974
Mortgage 80,539 90,627
Savings 179.0 36,485
Accounts 43,023 103,125
Car value 12,487 18,398
Other debts on home 0 5539
Car debt 12,002 12,722
Percent simulated prenatal Medicaid eligibility 18.4 9.5
Hispanic 20.9 40.6
Black 32.4 46.8
Non-Hispanic white 46.7 49.9
Child age 6.9 4.1

Mother’s educational attainment 
Less than high school 29.7 45.7
High school graduate 38.4 48.6
College 28.6 45.2
Girls 48.7 50.0
Receives welfare 25.4 43.5
Married 60.9 48.8
Annual wage (2018 dollars) 18,038 22,625

State characteristics
Percent unemployed 5.8 1.7
Percent poverty 13.7 3.5
Minimum wage (2018 dollars) 7.1 1.0
Percent white 73.0 13.0
Percent black 13.9 9.4
Percent Hispanic 9.6 11.0
Percent college educated 17.6 8.0
State EITC rate 1.5 6.2
Democratic governor 0.4 0.5

Person years 36,689

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Depart-
ment of Labor, and National Institute for Child Health and Human Development 2019).
Note: All dollar amounts adjusted to 2018 values.
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would be equivalent to the difference between 
Arkansas (0.34) and Hawaii (0.54) in 1992. In re-
gard to within-state change, a one standard de-
viation increase in prenatal eligibility would be 
equivalent to the change in eligibility in Cali-
fornia between 1991 (0.40) and 1993 (0.50). A one 
standard deviation increase in Medicaid eligi-
bility is therefore related to a 22 percent 
(100*(2.338*0.096)) increase in the amount of 
wealth held in accounts, and a one standard 
deviation increase is associated with a 45 per-
cent increase. This association is consistent 
with the possibility that Medicaid access better 
allows families to accrue assets via savings.

Model 2 shows that increases in Medicaid 
access are also related to an increase in the 
value of home mortgages among those who 
own a home. This finding could mean that fam-
ilies are able to purchase more expensive 
homes and build more assets via homeowner-
ship than families who live in less generous 
Medicaid states. The point estimate for home 
value (among homeowners) is positive but not 
statistically significant. Panel A of figure 1 plots 
the relationship between mortgage amount 
and state-level Medicaid eligibility based on 
model 2, illustrating the positive relationship. 

Panel B of figure 1 paints a similar picture of 
the association between state Medicaid gener-
osity and the total amount held in accounts.

Overall, analyses for the full sample suggest 
that increased Medicaid access positively af-
fects family wealth via savings accrued in vari-
ous types of accounts, as well as via home mort-
gages. Point estimates for the debt measures 
examined, including car debt and other home 
debt, are not significant. Estimates are very 
similar across models 1 and 2. This finding is 
unsurprising—given that Medicaid exposure is 
measured subsequent to pre-birth wealth, Med-
icaid access should not be highly related to this 
measure of family wealth.

Variation by Educational Attainment and 
Race-Ethnicity
Tables 3 and 4 consider variation in the effects 
of Medicaid on family wealth by education and 
race-ethnicity, respectively. Medicaid-
participating families are heterogeneous with 
respect to their levels of education, with more 
than one-third of mothers enrolled in Medicaid 
at the time of the birth of a child having more 
than a high school education, and about half 
being Hispanic or non-Hispanic black. Re-

Table 2. Regression of IHS Wealth Components on Prenatal State Medicaid Eligibility, NLSY-C 1986–2000

M1
b S.E.

M2
b S.E.

Total  
Overall

R-Squared

Total  
Person  
Years

Net worth –0.161 (0.903) –0.884 (0.922) 0.2006 36,689
Home value 0.501 (0.342) 0.419 (0.355) 0.1234 17,242
Mortgage 1.314** (0.538) 1.261** (0.551) 0.0719 17,242
Savings –0.124 (0.368) –0.283 (0.373) 0.3969 36,689
Accounts 2.513*** (0.443) 2.338*** (0.452) 0.478 36,689
Car value –0.207 (0.290) –0.284 (0.298) 0.1099 29,268
Other debts on home 0.136 (0.179) 0.143 (0.181) 0.0093 36,689
Car Debt –0.0404 (0.190) –0.0792 (0.193) 0.0962 15,314
State and year fixed effects yes yes

Z-statistic tests of coefficient equality 
Mortgage –0.07
Accounts –0.28

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, and National 
Institute for Child Health and Human Development 2019).
Note: Model 1 controls for all covariates with the exception of pre-birth net worth. Model 2 controls for all covari-
ates, including pre-birth net worth.
*p < .1; **p < .05; ***p < .01
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search suggests competing possibilities about 
the heterogeneous effects of Medicaid on fam-
ily wealth. If higher state-level Medicaid access 
disproportionately affects lower-educated and 
racial minority families, then increases in sav-
ings or reductions in debt should accrue to 
those families with increases in Medicaid. Al-
ternatively, any positive effects of Medicaid in-
creases may be concentrated among higher-

educated and non-Hispanic white families if 
they are in a better position to save for the long 
term as well as provide for short-term needs.

Table 3 presents the results from the regres-
sion of family wealth on state Medicaid access 
by maternal education. Results are stratified 
by education, and we compute differences be-
tween educational groups using z-statistic 
tests of coefficient equality. The benefits of in-

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure 1. Margins Plot of Regression of Mortgage Amount and Accounts on Simulated Prenatal 
Medicaid Eligibility, NLSY-C 1986–2000
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creased Medicaid access are significantly 
greater among higher-educated families. Ex-
amining the coefficients for assets held in ac-
counts shows that, among mothers with more 
than a high school education, the effects of 
Medicaid are positive and significant. Specifi-
cally, a one standard deviation increase in Med-
icaid eligibility is related to about a 35 percent 
increase in the amount of wealth held in ac-
counts, among mothers with more than a high 
school education. This effect is significantly 
different than among families where the 
mother has less than a high school education, 
among whom increases in Medicaid are nega-
tively associated with the value of assets in ac-
counts. The point estimate for account assets 
is not significant among high school educated 
families, although families with high school 
educated mothers accrue significantly more 
wealth in accounts compared to mothers with 
less than high school. Figure 2 plots the rela-
tionship between state-level Medicaid eligibil-
ity and the total amount held in accounts, 
based on table 3. This figure illustrates the ex-
tent to which the most highly educated benefit 

the most from greater levels of state generosity 
in this domain.

Table 4 shows the effects of Medicaid access 
by race-ethnicity. As in table 3, we present sep-
arate models by race-ethnicity, computing dif-
ferences across groups using formal tests of co-
efficient equality. Examining assets in accounts 
shows that the positive effects of Medicaid ac-
cess are driven by non-Hispanic white families, 
among whom a one standard deviation in-
crease in Medicaid access is related to a 33 per-
cent (100*(3.417*0.096)) increase in account as-
sets. This effect is significantly different from 
the relationship observed among non-Hispanic 
blacks and Hispanics, for whom Medicaid has 
no significant effect on account assets. Examin-
ing mortgage amounts (among homeowners) 
shows that, among non-Hispanic white and 
non-Hispanic black families, greater Medicaid 
generosity is associated with more expensive 
mortgages. Figure 3 plots this relationship and 
illustrates that although the point estimate is 
larger for black families, it is not statistically 
significantly larger than that among white fam-
ilies.

Table 3. Regression of IHS Wealth Components on Prenatal State Medicaid Eligibility by Mother's 
Education, NLSY-C 1986–2000

M1
Less Than  

High School
M2

High School
M3

College

b SE b SE b SE

Net worth –11.208 (1.811) –12.654* (1.432) –0.0479 (1.349)
Home value 0.313 (1.698) 0.868 (0.636) 0.00548 (0.315)
Mortgage 0.696 (1.658) 1.239 (0.994) 0.955 (0.696)
Savings –11.015 (0.699) –0.722 (0.634) –0.00376 (0.628)
Accounts –11.427** (0.716) 0.236 (0.788) 3.646*** (0.752)
Car value –0.211 (0.992) –0.502 (0.537) –0.223 (0.405)
Other debts on home –0.162 (0.283) 0.509* (0.292) –0.181 (0.345)
Car Debt 0.179 (0.554) 0.0615 (0.323) –0.405 (0.272)
State and year fixed effects Yes Yes Yes

Z-statistic tests of coefficient  
equality (ref. = less than high school)

Accounts — 1.56* 4.89***

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, and 
National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.
*p < .1; **p < .05; ***p < .01
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Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Depart-
ment of Labor, and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure 2. Coefficients Plot of Predicted Relationship Between Accounts and Simulated 
Medicaid Eligibility by Mother’s Education, NLSY-C 1986–2000
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Table 4. Regression of IHS Wealth Components on Prenatal State Medicaid Eligibility by Race, NLSY-C 
1986–2000

M1
White

M2
Black

M3
Hispanic

b SE b SE b SE

Net worth –0.638 (1.115) 0.0389 (1.681) –12.367 (1.994)
Home value 0.254 (0.339) 1.423 (1.444) –0.237 (0.958)
Mortgage 1.646** (0.663) 3.921** (1.682) –11.555 (1.139)
Savings 0.478 (0.531) –11.180* (0.666) –11.731** (0.795)
Accounts 3.417*** (0.694) 0.705 (0.780) –0.311 (0.874)
Car value –0.391 (0.299) 0.114 (0.933) –0.0167 (0.721)
Other debts on home –0.0484 (0.301) 0.183 (0.236) 0.584 (0.375)
Car debt –0.180 (0.274) –0.177 (0.454) 0.0836 (0.389)
State and year fixed effects Yes Yes Yes

Z-statistic tests of coefficient  
equality (ref. = white)

Mortgage — 1.26 –12.43 **
Savings — –11.95* –12.31**
Accounts — –12.60*** –13.34***

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.
*p < .1; **p < .05; ***p < .01



r s f :  t h e  r u s s e l l  s a g e  f o u n d a t i o n  j o u r n a l  o f  t h e  s o c i a l  s c i e n c e s

	 s t a t e - l e v e l  m e d i c a i d  c o v e r a g e 	 2 2 9

Overall, analyses of the heterogeneous ef-
fects of Medicaid access suggest that the posi-
tive effects of Medicaid on family wealth are 
most pronounced among more educated and 
non-Hispanic white families. The same mecha-
nisms that better allow these families to build 
wealth may permit them to continue to build 
wealth with expanded access to health insur-
ance coverage.

Discussion
Given the little to no evidence on the implica-
tions of Medicaid for wealth among families 
with children, we use NLSY-C and simulated 
Medicaid eligibility data to examine the effects 
of expanded prenatal Medicaid eligibility in the 
1980s on family wealth. Simulated Medicaid 
eligibility addresses potential sorting around 
the cutoff (Biasi 2019) and state-specific changes 
in economic or demographic characteristics, 
which could bias naïve estimates. We find that 
expanded Medicaid access increased family 
wealth in the form of savings in various types 
of accounts and in home mortgages. Medicaid 
expansion did not significantly change other 
family debt measures or net worth. An increase 

of one standard deviation in Medicaid eligibil-
ity (equivalent to the difference between Mas-
sachusetts and Oklahoma in 1992) is related to 
a 22 percent increase in the amount of wealth 
families hold in accounts.

These results suggest Medicaid access can 
facilitate family wealth building through im-
provements in savings and investment in home 
mortgages. Our findings that Medicaid expan-
sion increased the average home mortgage 
amount but did not increase home value sug-
gests that Medicaid access could help families 
save enough to qualify for a larger mortgage (or 
potentially contribute toward a down payment) 
on a house. Alternatively, Medicaid eligibility 
may have been one factor considered by mort-
gage companies in calculating the amount of 
mortgage for which a family qualifies. If fami-
lies are more protected from financial shocks 
due to medical expenses (Gross and Notowi-
digdo 2011; Slusky and Ginther 2017; Hu et al. 
2018; Miller and Wherry 2019), lenders may as-
sign them lower risk values and qualify them 
for higher mortgage amounts. Medicaid expan-
sion did not translate into increases in total net 
worth. Instead of uniformly affecting the mix 

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure 3. Coefficients Plot of Predicted Relationship Between Mortgage Amount and Simulated 
Medicaid Eligibility by Race, NLSY-C 1986–2000
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of assets and debts that make up net worth, the 
benefits appear more targeted. Because mort-
gages are debts, and accounts are assets, in-
creases in both with Medicaid expansion may 
cancel out to produce no net effect on net 
worth. In addition, the effects of Medicaid ex-
pansion on savings and mortgage amounts that 
we observe in the short term may help families 
build higher net worth in the longer term.

Despite aggregate benefits, we find signifi-
cant differences in the effects of Medicaid ex-
pansion by race and maternal education. The 
positive effects on family wealth among the full 
sample are driven by benefits for more highly 
educated and non-Hispanic white families. For 
example, Medicaid expansion increased ac-
count values among mothers with more than a 
high school education but may have reduced 
account values among families where the 
mother has less than a high school education. 
Similarly, Medicaid expansion increased ac-
count assets among non-Hispanic white fami-
lies but had no effect on account assets among 
non-Hispanic blacks and Hispanics. Instead, 
Medicaid expansion increased mortgages 
among non-Hispanic blacks and reduced sav-
ings among non-Hispanic black and Hispanic 
families. Thus, rather than increasing wealth 
among less educated and nonwhite families, 
Medicaid expansion facilitated wealth develop-
ment more among higher-educated and non-
Hispanic white families. One possible explana-
tion for these findings is that more educated 
and non-Hispanic white families were more 
likely to become newly eligible for Medicaid be-
cause the eligibility of the poorest families did 
not change with expansion. For example, fam-
ilies who gained Medicaid access when eligibil-
ity was raised to 133 percent of the poverty line 
were less likely to be headed by women or 
blacks than when eligibility was capped at 100 
percent—although families in the slightly 
higher income group were also less likely than 
the lowest-income families to take up the ben-
efits for which they were newly eligible (Card 
and Shore-Sheppard 2004). In this case, it may 
not be surprising that the benefits of expansion 
would be concentrated among more advan-
taged families who were less prevalent in the 
Medicaid-eligible population prior to expan-
sion.

Alternatively, expanded access to health in-
surance coverage may allow families with racial 
and educational advantages to capitalize on 
those advantages and build more wealth than 
others without those advantages. If the benefits 
of Medicaid expansion were concentrated 
among more educated and non-Hispanic white 
families, then raising income and asset thresh-
olds for Medicaid eligibility may have increased 
education and racial-ethnic inequality in 
wealth among families with children, rather 
than playing an equalizing role. Future re-
search could examine whether the wealth ef-
fects of expansion were concentrated at partic-
ular points in the distribution, and what the 
implications of changes are for commonly used 
indices of inequality such as the Gini coeffi-
cient and Theil index.

Our study has several limitations. First, we 
measure family wealth in the year after preg-
nancy and birth. Families may be in flux during 
pregnancy, particularly those with less edu-
cated and nonwhite mothers. Our estimates 
may therefore underestimate effects on wealth 
(due to measurement error and attenuation 
bias) and could underestimate effects more 
among nonwhite and less educated mothers. 
Future research could examine long-term ef-
fects on family wealth. Second, our analyses 
rely on survey data rather than administrative 
data. However, wealth data include substantial 
error (Juster and Smith 1997) and the NLSY-C 
data we use include measures of a rich array of 
assets, in addition to capturing a sample of 
young families. Third, we provide intent-to-
treat estimates to avoid endogeneity concerns 
about selection into Medicaid enrollment when 
using treatment-on-the-treated estimates 
(Freedman 2006). Future research could pro-
vide treatment-on-the-treated estimates and 
identify specific mechanisms for effects of 
Medicaid expansion on family wealth.

Our analytic strategy leverages within-state 
variation in Medicaid eligibility over time and 
across-state differences in Medicaid generosity 
in a given year. A strength of our strategy is that 
it addresses changes over time that may affect 
families’ ability to save in all states, as well as 
stable differences between states that may be 
related to state spending or families’ ability to 
build wealth. For example, our reliance on 
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within-state variation accounts for a potential 
correlation between state-level wealth and 
Medicaid generosity. Our findings rely on the 
assumption that other state-specific changes 
with implications for family wealth did not co-
occur with changes in Medicaid eligibility 
(Miller and Wherry 2019). For example, our es-
timates would likely be downwardly biased if 
states that increased Medicaid eligibility had 
less money to spend on other programs that 
would have benefited the same families who 
gained Medicaid eligibility. Alternatively, our 
estimates would also be biased if states with 
rising family income are more likely to expand 
Medicaid eligibility and families in those states 
are able to save more over time. We include 
time-varying state controls, in addition to state 
and year fixed effects, to rule out multiple po-
tential state characteristics that could violate 
our assumption. However, future work could 
examine whether or to what extent state Med-
icaid policy changes or family wealth depend 
on trends in state characteristics.

Overall, our analyses contribute to knowl-
edge about the implications of Medicaid for 
family wealth. Our results suggest that Medic-
aid expansion increased wealth among fami-

lies with children. However, heterogeneous ef-
fects reveal that the benefits of Medicaid 
expansion accrued to white families and those 
with more education. Contrary to evidence 
that the benefits of progressive policies that 
provide transfers to low-resource families tend 
to be larger among the most disadvantaged 
participants (Goodman-Bacon 2018; Meyer 
2010), we find that benefits are larger among 
more advantaged families. This suggests that 
the relative advantages of more educated, 
white families render them better able to in-
crease savings with Medicaid access. Evidence 
that Medicaid increased wealth inequality 
could reflect greater income instability among 
lower-SES adults (Hannagan and Morduch 
2015; Kalleberg, Reskin, and Hudson 2000; Pew 
Charitable Trusts 2017) and greater economic 
returns to savings among families with existing 
advantages (Shapiro, Meschede, and Osoro 
2013). Our results suggest that Medicaid expan-
sion can help families build wealth, but its 
benefits are unequal. Efforts to improve wealth 
among black and Hispanic families and those 
with low education could pair Medicaid eligi-
bility with targeted cash transfers or other sup-
ports.

Source: Author’s tabulation based on NLSY-C (Bureau of Labor Statistics, U.S. Department of Labor, 
and National Institute for Child Health and Human Development 2019).
Note: All models control for full set of covariates.

Figure A1. Variation in Family Net Worth by Tercile of State-Level Medicaid Generosity
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