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Abstract 

Sociological research on racial economic inequality in the United States has 

focused primarily on understanding disparities in the process of earning income and 

accumulating wealth. Much less clear, however, is what happens when individuals try 

to spend the money they already have. At similar income and wealth levels, can black 

and white families acquire the same quantity and quality of goods and services? This 

dissertation investigates this question by examining racial inequality in consumer 

market outcomes. Over the past thirty years, economic sociologists have argued that 

economic markets are complex social institutions that contribute to the production of 

social inequality. This insight, however, has been relatively confined to the study of 

labor and production markets. Consumption has instead been studied primarily from a 

cultural perspective that examines the use of goods and services as markers of cultural 

capital and social distinction. This cultural sociology of consumption has made key 

contributions to the study of inequality, but it also misses some of the important 

stratification processes unfolding in consumer markets. 

This dissertation addresses this gap by proposing an economic sociology of 

consumption that examines social structural sources of inequality in black and white 

households’ ability to acquire goods and services. Chapter 1 provides a brief 

introduction to the three studies that comprise this dissertation.  The first is presented in 
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Chapter 2. This study provides a critique of current cultural approaches to consumption 

and consumer markets and sketches a new approach for a future economic sociology of 

consumption. This approach is then tested using household expenditure data from the 

Consumer Expenditure Survey (CES). The next two studies draw on this contribution to 

examine racial consumption inequality in the United States. Chapter 3 again uses CES 

data to provide a detailed empirical overview of racial spending disparities and shows 

that black households have lower average consumption levels than white households, 

net of racial differences in income and wealth. This chapter also shows important 

patterns of racial consumption disparities for specific categories of goods and services. 

Chapter 4 builds on the previous findings by evaluating one potential explanation for 

racial disparities in total household spending: unequal access to consumer credit. Using 

CES data and data on variation in payday lending laws across states, this chapter shows 

that differences in access to credit at the state-level are is associated with significant 

variation in the size of the racial spending gap.  The final chapter provides general 

conclusions and outlines future research directions.   
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1. Introduction  

Prior to the 1960s, access to housing, health care, education, government services, 

banking, credit, and other amenities was racially segregated in the United States, either 

by law or by private decisions of business owners. This system of racial segregation 

severely limited black families’ ability to obtain the same goods and services as whites, 

and encouraged the development of consumer-focused political mobilization (Cohen 

2003; Jacobs 2005). For example, outrage over differential treatment and discriminatory 

practices in commercial settings provided a motivation for many of the twentieth 

century’s major civil rights campaigns, including the ‘Don’t Shop Where You Can’t 

Work’ campaigns of the 1930s, bus boycotts in the 1940s, black veterans’ protests at their 

exclusion from public accommodations in the 1950s, the sit-ins of the 1960s, and 

movements for equal access to credit in the 1970s (Cohen 2003b; Jacobs 2005; Trumbull 

2014).  

Legislation aimed at dismantling systems of overt white supremacy in the 

United States also recognized the importance of barriers to consumption as a driver of 

racial inequality. Title II of the Civil Rights Act of 1964, for example, declares that “all 

persons shall be entitled to the full and equal enjoyment of the goods, services, facilities, 

privileges, advantages, and accommodations of any place of public accommodation […] 

without discrimination or segregation on the ground of race, color, religion, or national 

origin” (cited in Harris, Henderson, and Williams 2005a). Similarly, a bundle of credit- 
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and mortgage-related legislation passed in the 1970s (the Equal Credit Opportunity Act, 

the Community Reinvestment Act, and Home Mortgage Disclosure Act) made illegal the 

use of applicants’ race, national origin, marital status, and gender in lending decisions 

and promoted access to credit for business owners operating in low-income and 

minority neighborhoods (Friedman and Squires 2005; Munnell et al. 1996). 

Blacks’ struggle to obtain the same access to goods and services as the white 

majority suggests that consumption has been a major locus of material inequality in the 

United States. Sociological work on consumption, however, tends not to reflect this fact. 

This body of work has focused instead on understanding consumption’s cultural 

aspects. Drawing on Bourdieu’s work, sociologists have emphasized consumption’s role 

as a marker of social distinction and a source of cultural capital. Using data on 

individuals’ cultural consumption practices (e.g., concert or museum attendance), 

sociologists have been primarily interested in mapping the distribution of tastes in the 

population (DiMaggio and Useem 1978; Goldberg 2011) and its consequences for 

different outcomes, like educational attainment or the formation of social ties (DiMaggio 

and Mohr 1985b; Lizardo 2006). Early empirical work on consumption examined 

participation in ‘elite’ cultural forms (DiMaggio 1987; DiMaggio and Ostrower 1990). 

Current work has focused more on the emergence of distinct groups of broad 

(omnivores) and narrow (univores) consumers of cultural goods (Barnett and Allen 

2000; Peterson and Kern 1996). By and large—and some notable exceptions 



 

3 

notwithstanding (Bryson 1996; DiMaggio and Ostrower 1990)—this research has not 

addressed consumption’s role in the production of racial inequality.  

When it comes to the study of racial economic inequality, sociological research 

has focused primarily on understanding disparities in the process of earning income and 

accumulating wealth. Much less clear, however, is what happens when individuals try 

to spend the money they already have. Qualitative work on the experience of black 

families living in racially segregated urban contexts tends to suggests that blacks face 

significant barriers in access to consumption. This work provides evidence that majority 

black neighborhoods have fewer goods and services providers than average (Barnes 

2005b; Cohen 2003b; Lacy 2007; Pattillo 2013), that black customers are more likely to be 

treated poorly and denied service in various retail settings (Austin 1997; Feagin and 

Sikes 1995; Harris, Henderson, and Williams 2005a), and that prices may be higher in 

majority-black areas (Caplovitz 1963; Lee 2002). Racial disparities in access to 

consumption, however, have rarely been studied using nationally representative data 

(see Small and McDermott 2006 for an important exception). As a result, sociologists 

know little about 1) contemporary patterns of racial inequality in access to goods in 

services and 2) the institutional and social structural mechanisms that may be 

responsible for these disparities. 

My research addresses this gap by proposing an economic sociology of 

consumption examining social structural sources of inequality in black and white 
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households’ ability to acquire goods and services. In this dissertation, I propose three 

novel research contributions to this area of research. First, I develop a critique of the 

cultural sociology of consumption and propose an alternative approach to studying 

consumption’s role in processes of social stratification. I then draw on this approach to 

examine racial consumption disparities and show that black households have 

considerably lower consumption levels than white households, even when racial 

differences in income, wealth, education, and other relevant socioeconomic factors are 

taken into account. These patterns of racial difference in spending suggest important 

racial disparities in access to goods and services that are likely caused by institutional 

and structural factors. My final contribution explores this argument by using variation 

in access to a form of predatory lending—payday loans—to examine the role of racial 

disparities in access to consumer credit as a potential mechanism driving overall racial 

consumption gaps. I provide a more detailed summary of each chapter of this 

dissertation below. Before doing so, the next section provides a brief definition of 

consumption and a short explanation of the advantages of studying inequality through 

patterns of household consumption, rather than income or wealth only. 

1.1 Why Consumption? 

Consumption refers to any spending households make from current income or 

wealth. Examples include necessary and essential spending (e.g., electricity, heat, rent, 

or groceries), spending on durable goods (e.g., cars, household appliances), safety net 
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spending that allows households to minimize risks or cope with unforeseen crises (e.g., 

insurance, medical care), spending that increases chances of upward mobility (e.g., 

education) and discretionary spending that makes life more pleasant (e.g., dining out, 

entertainment, consumer electronics).  

Studying households’ consumption patterns can provide scholars with a more 

robust understanding of social stratification than do measures of income or wealth 

alone. There are several reasons for this. First, the development and expansion of credit 

markets in the United States means that income does not fully determine the amount of 

money a given household can spend (Krueger and Perri 2006b). Mortgages, credit cards, 

vehicles loans, student loans, and other forms of credit all allow households to push 

spending levels beyond current earnings. Given unequal access to credit across different 

social groups and the important of credit in securing access to housing, education, 

transportation, and health care, studying income inequality alone means that we miss 

important inequalities in households’ actual economic capabilities. 

Second, examining income alone fails to take into account the effect of 

government programs that provide free or subsidized access to goods and services like 

health care, education, or housing (Brady 2003; Meyer and Sullivan 2003). This poses 

important analytical problems. For instance, at equal income levels, low-income 

households that benefit from Medicaid coverage are clearly in a better position than 

households with no coverage. Yet an income measure would show no difference 
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between them. Worse, a wealth measure might even show uninsured households as 

better off if, for example, they decide to forgo certain expenditures in order to put 

money away as a safety fund. A consumption measure, on the other hand, would reveal 

that the increase in household savings is accompanied by a drop in overall household 

spending and a shift in consumption away from certain goods and services. 

Third, studying income alone fails to take into account socially patterned 

differences in the supply and demand of goods and services (Brady 2003). For example, 

on the demand side, households with chronic medical needs or who provide financial 

support to non-household kin will have less disposable income for their own 

consumption than other households. On the supply side, research shows that low-

income or minority neighborhoods tend to have access to fewer, more expensive, and 

lower quality food sources (Hilmers, Hilmers, and Dave 2012; Powell et al. 2007), lower 

quality and more expensive housing (Roscigno, Karafin, and Tester 2009; Rothwell 

2011), and fewer and more poorly-stocked health care providers (Gaskin et al. 2009; 

Morrison et al. 2000; Smith et al. 2007). These supply constraints likely have a large 

impact on households’ ability to use their income for various purposes. Yet, examining 

household income and wealth levels alone would show no difference between 

constrained and unconstrained households. Changes in the share of household spending 

allocated to different goods and services, by contrast, allow analysts to empirically track 
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the effects of supply and demand constraints on household consumption, even when 

income and wealth stay constant. 

The advantages of examining household consumption are particularly salient 

when it comes to the study of racial stratification in the United States. The elements 

missed by focusing exclusively on income and wealth are all strongly racially patterned. 

Access to credit is more constrained for blacks than whites on average (Charles, Hurst, 

and Stephens 2008; Cohen-Cole 2011), social welfare programs with mostly black 

constituencies tend to be less generous and more punitive (Brown 2013; Fording, Soss, 

and Schram 2011), blacks are more likely to have constrained household consumption 

demand due to poorer health and greater need for  medical care (Brown, O'Rand, and 

Adkins 2012; Farmer and Ferraro 2005), they are more likely to provide financial 

assistance to non-household members (O'Brien 2012), and they are more likely to have 

restricted access to different consumption opportunities (Kwate et al. 2013). By focusing 

on income and wealth differences only, researchers underestimate the extent of racial 

economic stratification in the United States. This is why focusing on household 

consumption is crucial. 

1.2 Chapter Overviews 

1.2.1 Toward an Economic Sociology of Consumption  

Sociologists have primarily considered consumption’s symbolic uses, focusing 

on the role of goods and services as markers of social distinction. The more practical 
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aspects of consumption—the use of limited resources to acquire everyday necessities 

like food, heating, electricity, or transportation—have been relatively ignored. In chapter 

2, I propose a framework for studying practical consumption which aims to provide a 

methodological foundation for my future work. The core of this framework is a 

classification of goods and services into broad consumption bundles that can be used to 

identify disparities in households’ ability to use their resources to pursue upward social 

mobility. Drawing on this framework, I propose formal hypotheses that test the 

construct validity of the classification. I test these hypotheses using household spending 

data from the Consumer Expenditure Survey. Variation across income groups in 

patterns of household demand and budget allocation for the proposed consumption 

bundles suggest that the classification scheme is a valid measure of households’ ability 

to pursue upward mobility via spending. Using the same data, this chapter also shows 

that, despite the prevalent cultural focus in the sociology of consumption, economic 

position is a more important predictor of household spending patterns than cultural 

capital or social status. Overall, this suggests the need for a new economic sociology of 

consumption, one that examines households’ ability to acquire goods and services, 

rather than variation in tastes and cultural capital. 

1.2.2 Race and Consumption  

In chapter 3, I begin investigating inequality in access to consumption by 

examining patterns of racial disparities in spending across black and white households. 
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Drawing on research on racial inequality in the United States, I argue that racial 

disparities in access to credit, racial disparities in access to retail and service providers, 

and racial discrimination in retail and service settings restrict black households’ ability 

to acquire important goods and services relative to socioeconomically similar white 

households. Using data from the Consumer Expenditure Survey, I estimate racial 

disparities in total spending and in spending on major categories of goods and services 

(food, transportation, utilities, housing, health care, and entertainment). I also capture 

heterogeneous effects of racial stratification by modeling racial consumption gaps across 

household income levels. Results for this chapter show that black households have 

lower levels of total spending than their white counterparts and show that these 

disparities persist across the income distribution. Overall, these analyses indicate that 

racial disparities in consumption exist independently of other economic disparities and 

may be a key unexamined factor in the reproduction of racial inequality. 

1.2.3 Racial Disparities in Consumer Credit Access  

In chapter 4, I examine the role of racial disparities in access to consumer credit 

as a potential explanation for the racial consumption gap. Racial disparities in access to 

traditional forms of consumer credit, I argue, have created opportunities for the 

development of predatory forms of lending in consumer credit markets similar to those 

observed in mortgage markets prior to the foreclosure crisis. In particular, I propose that 

payday lending has become an important substitute source of consumer credit for black 
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households. To investigate this argument, I use spending data from the Consumer 

Expenditure Survey combined with data on state-level payday lending regulation to 

estimate the impact of access to payday lending on black and white households’ 

spending levels. Results for this chapter suggests that 1) racial disparities in access to 

credit partially account for racial disparities in total consumption levels, and 2) payday 

lending acts a as significant source of credit for black households and is used primarily 

to increase access to certain categories of essential goods and services. 

1.2.4 Final Remarks 

Chapter 5 provides concluding remarks and highlights some of the implications 

and limitations of this research. Overall, the studies presented in this dissertation 

suggest that the prevalent cultural focus in the sociology of consumption has led 

scholars to overlook an important source of material inequality in the contemporary 

United States: inequality in the ability to acquire needed goods and services at a given 

level of income. Estimates of racial disparities in spending obtained from nationally 

representative household spending data suggest that black households in particular are 

not able to acquire the same quality and quantity of goods and services as white 

households, even when their socioeconomic characteristics are the same. This disparity 

appears to be caused in large part by broader institutional factors unfolding in consumer 

markets—like racial disparities in access to consumer credit.
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2. Toward an Economic Sociology of Consumption 

Sociologists study consumption primarily as a cultural phenomenon, focusing on 

its role as a symbolic marker of social distinction (DiMaggio 1987; Lizardo 2006; 

Peterson and Kern 1996). As a result, analyses of consumption tend to focus on 

understanding individuals’ tastes and prioritize the study of cultural goods like music 

(Bryson 1996; Edelmann and Vaisey 2014; Goldberg 2011). This symbolic approach—

which I will call the cultural sociology of consumption—has made important contributions 

to the study of social stratification. Yet it also misses important aspects of consumption’s 

role in generating inequality. Besides symbolic uses, goods and services also have 

practical ones: they allow individuals to actually do things, rather than act only as 

signals of social position. An electric car, for example, certainly signals something about 

its owner’s tastes. But it also allows them to reach work on time every day at a fraction 

of the fuel cost of a regular vehicle. Despite recent interest in consumption as a core 

economic process (McDonnell 2013; Zelizer 2005a), these more practical aspects of 

consumption remain relatively ignored in sociology. 

Understanding the relationship between consumption and inequality requires 

examining both its symbolic and practical aspects. Because symbolic uses of 

consumption are already extensively studied, this means developing a framework for 

studying consumption’s practical side. Sociologists, in other words, need to develop an 

economic sociology of consumption, one that focuses on household expenditures, rather 
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than individual tastes. Examining differences in household expenditures is essential for 

understanding economic and social wellbeing (Citro and Michael 1995; 2011; Short 

2014). Studying expenditures, as opposed to income or wealth, allows scholars to 

examine disparities in households’ ability to use their resources, rather than in their 

ability to accumulate them. Doing so is especially important in the United States, where 

access to consumer credit (Barr 2012; Krueger and Perri 2006a), government transfers 

(Hacker 2002; Howard 1997), and retail and service infrastructures (Hilmers, Hilmers, 

and Dave 2012; Powell et al. 2007; Small and McDermott 2006) is unequal and may lead 

to disparities in access to goods and services across social groups. 

Studying household expenditures, however, poses significant methodological 

challenges. Households have access to an immense variety of goods and services. For 

example, the primary source of household spending data in the United States—the 

Consumer Expenditure Survey (CES)—provides information on several hundred 

categories of goods of services. This wide range of information makes comparing 

households difficult. As a first step in the development of an economic sociology of 

consumption, this paper proposes a classification of household spending that can be 

used to identify differences in households’ ability to use their resources to pursue social 

mobility. Drawing on work by Douglas and Isherwood (1979), I propose to classify 

household expenditures into four broad, functionally-defined consumption bundles: a 

core bundle, a time-saving bundle, a sociability bundle, and an investment bundle. 
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These bundles provide a manageable summary of household spending patterns, and 

allow analysts to determine whether certain groups are better able to use their resources 

in ways that promote long-term advantage. The bundles, in other words, provide 

scholars with a new means of studying stratification processes, one that focuses on 

sources of constraints and advantages in households’ ability to spend their money, rather 

than differences in their earnings or savings. 

Using household expenditure data from the 2010 to 2014 Consumer Expenditure 

Surveys, I demonstrate the usefulness of this approach in two ways. First, I use models 

of household demand to examine how households’ expenditures across the four bundles 

change as a function of their position in the income distribution. These models suggest 

that empirical patterns of spending across the bundles conform to theoretical 

expectations. As such, these models provide an initial test of the classification’s validity. 

Using models of household spending burdens across the four bundles, I then show that 

the primary variables of interest in the cultural sociology of consumption—educational 

attainment and occupational status—have little effects on household expenditure 

patterns, especially when compared to income. This, I argue, demonstrates the need for 

a new economic sociology of consumption. I conclude by proposing several substantive 

applications that would move the sociology of consumption in this new direction. 
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2.1 The Cultural Sociology of Consumption 

The cultural approach to consumption originates in Bourdieu’s work on the link 

between individual tastes and social stratification. Bourdieu’s seminal study of 

consumption, Distinction (1984), outlines a theory of social reproduction—the 

maintenance of actors’ relative social position over time. Strategies of reproduction, 

Bourdieu argues, mobilize two main resources—economic and cultural capital—whose 

relative efficacy depends on the social context (or field) in which they are deployed. 

Positions in social fields are organized by the volume and structure (economic versus 

cultural) of participants’ capital endowments (Bourdieu 1977a). Actors fall into broad 

social classes (for example, working classes versus upper classes) according to their total 

capital volume, but differences in the structure of actors’ capital within broad social 

classes lead to the constitution of subclass factions that follow different reproduction 

strategies. Membership in these class and subclass factions is associated with unique 

internalized dispositions (the habitus) that are partly manifested through individual 

tastes. Class differences in tastes in turn lead to class differences in consumption, which 

Bourdieu studied in domains as varied as music, film, and food (1984), clothing (1977b), 

sports (1978), literature (1983), and housing (2005). 

Bourdieu’s reproduction theory and its concept of cultural capital have had 

significant influence on subsequent research (Sallaz and Zavisca 2007). In the United 

States, research on cultural capital has coalesced around two distinct research traditions, 
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one focusing on reproduction in the educational system and the other focusing on 

consumption. For educational researchers, the importance of cultural capital rests on the 

way it structures family-school interactions. Accordingly, the field has mostly moved 

away from using tastes as its main measure of cultural capital. The focus has instead 

been on class differences in parents’ childrearing strategies and in students’ interaction 

styles at school (Calarco 2014; Lareau 2002; Streib 2011). Recent work by Armstrong and 

Hamilton (2013), for example, examines the consequences of participation in 

party/Greek culture—arguably the antithesis of the elite culture described by 

Bourdieu—and of students’ curricular choices for class reproduction in higher 

education. 

By contrast, individual tastes remain the primary focus for sociologists of 

consumption. Sociologists applying Bourdieu’s ideas to the study of consumption 

usually focus on how cultural consumption is used to create potentially useful social 

relationships (DiMaggio 1987; Erickson 1996; Lizardo 2006). This approach to 

consumption is firmly grounded in cultural sociology. Its primary object of study is not 

the structure of actual purchases of goods and services but variation in tastes for them. 

The focus is on the symbolic properties of goods (what they signal), rather than their 

practical utility (what they do). This focus has allowed scholars to identify an important 

non-economic axis of social stratification, sometimes given the Weberian label of ‘status’ 

in opposition to class (Chan and Goldthorpe 2007; DiMaggio and Mohr 1985a). Over 
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time, the main focus of this research has tended to become a precise mapping of cultural 

consumption patterns. The study of omnivores is an example of this (Alderson, Junisbai, 

and Heacock 2007; DiMaggio and Mukhtar 2004; Peterson and Kern 1996) and has 

become a “popular and standardized (and sometimes quite predictable) form of 

intellectual production” (Lamont 2012: 233).  

Cultural approaches to consumption, however, provide an incomplete account of 

the role of consumption in the reproduction of social inequality. Differences in taste are 

not the only factor driving differences in consumption: differences in access to goods 

and services also play a role. This is especially true in the United States, given its high 

levels of economic inequality (Davies et al. 2011; Wang, Caminada, and Goudswaard 

2012). In part because of comparatively weak welfare and redistribution infrastructures, 

U.S. households have to rely on their own consumption (heavily supplemented by loans 

and consumer credit) to achieve upward mobility and create private safety nets (Freund 

2007; Prasad 2012b). In this context, the ability to acquire certain goods and services (like 

owned housing, post-secondary education, and health insurance) is a key determinant of 

individuals’ wellbeing across the life course. For economically vulnerable and socially 

marginalized groups, acquiring even basic necessities like food and shelter can be a 

difficult process that entails significant sacrifices (Clark, Burton, and Flippen 2011; 

Desmond 2012; Edin and Lein 1997). These differences in access to practical 

consumption are not captured by studies that focus on tastes and dispositions. 
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Differences in practical consumption are partly a function of household income 

and size, but also likely result from more structural and institutional constraints. 

Available evidence suggests that access to goods and services varies significantly across 

social groups, independently of income and wealth levels. For example, the availability 

of affordable retail and services varies with the class and racial/ethnic composition of 

neighborhoods (Barnes 2005a; Meltzer and Schuetz 2012; Myers et al. 2011; Small and 

McDermott 2006). Availability of consumer credit and financial services—which allow 

individuals to purchase goods and services they could otherwise not presently afford—

also varies significantly along the same dimensions (Cohen-Cole 2011; Gallmeyer and 

Roberts 2009). Terms for large loans like mortgages (Rugh and Massey 2010; Williams, 

Nesiba, and McConnell 2005) and car loans (Charles, Hurst, and Stephens 2008; Cohen 

2012) are likewise not equal across social groups. Understanding the overall effect of 

these types of constraints on individuals’ ability to use their resources to acquire needed 

goods and services requires a new approach to consumption.  

2.2 Towards an Economic Sociology of Consumption 

The cultural sociology of consumption, with its focus on individual tastes and 

their relationship to social position, is not well-suited for studying consumption as a 

practical process where the main issue is the allocation of finite resources among 

competing uses under various structural and institutional constraints. In this section, I 

outline a preliminary framework for an economic sociology of consumption. 
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2.2.1 Practical Consumption 

For cultural sociologists, consumption’s most relevant feature is what it reveals 

(via tastes) about individuals’ position in social fields. Goods and services’ more 

straightforwardly practical uses—although not denied—are temporarily bracketed away 

as being analytically irrelevant or are reinterpreted through a symbolic lens (for 

example, see Bourdieu’s 1984: 175-193 discussion of ‘distance from necessity’ and ‘taste 

for necessity’). In much of this research, consumption is considered primarily as a means 

to create or maintain social ties (Edelmann and Vaisey 2014; Lizardo 2006). This 

‘practical’ use of cultural consumption differs in important ways from the more 

straightforward practical uses that I propose to consider here. The use of music to create 

social ties, for example, causally depends on individual’s underlying tastes and 

dispositions in ways that other types of practical consumption does not. It is the shared 

tastes (revealed through consumption choices) that create social ties, not the 

consumption itself. Shared tastes, by contrast, play no causal role in the process by 

which a car (for example) provides transportation. 

Focusing exclusively on consumption’s symbolic aspects obscures other ways it 

contributes to social stratification. Beyond cultural uses, consumption is also an 

economic process whereby individuals use their limited resources to acquire goods and 

services that allow them to meet practical goals. What determines whether individuals 

have access to specific goods and services is unlikely to primarily be tastes and 
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dispositions. For their daily commute, for example, individuals may have access to a 

new car, be dependent on an older and unreliable second-hand vehicle, use public 

transit, or may have to walk. For most individuals, symbolic payoffs are likely not what 

determines their choice between these alternatives. Household income, the quality of 

public transit infrastructure, terms for a vehicle loan, and the ability to obtain a legal 

driver’s license will likely play the deciding role. The consequences of this choice are 

also not exclusively symbolic. In this specific case, as research on low-income job-seekers 

demonstrates, access to a reliable vehicle has tangible consequences for finding and 

keeping a job (Baum 2009; Sandoval, Cervero, and Landis 2011). Examining the practical 

use of goods and services as a means to meet instrumental goals is the domain of an 

economic sociology of consumption. 

2.2.2 Analytical Framework 

Comparing households’ practical use of goods and services is a challenging task, 

primarily because the variety of goods and services available for purchase is extremely 

large. Examining spending patterns on all possible items at once would be impractical 

and would yield an overwhelming amount of information. To examine variation in 

households’ practical consumption, it is therefore necessary to develop a meaningful 

summary measure of household spending trends. To do so, I propose to draw on Mary 

Douglas’ anthropological work on consumption and classify household spending into a 

small number of functionally-defined spending bundles. Comparing household 
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spending across those bundles will then provide a useful summary measure of 

household spending, and will allow assessments of households’ relative success in using 

their resources to promote long-term social mobility. 

In The World of Goods, Douglas and Isherwood (1979) propose an anthropological 

framework for making sense of households’ consumption practices. Douglas and 

Isherwood argue that households use consumption to promote specific practical goals. 

Chief among these is the desire to increase household members’ social connectedness. 

“The main objective of consumption”, as Douglas and Ney (1998:54) later explain, “is to 

achieve the desired pattern of social relationships”. In its broad outlines, Douglas’ 

argument shares core aspects of Bourdieu’s reproduction theory. Both approaches argue 

that social actors mobilize economic and cultural resources via consumption to create 

social connections that provide access to broader opportunities and resources. Yet, there 

are important differences between Bourdieu and Douglas’ approaches that make her 

framework a more useful starting point for an economic sociology of consumption.  

Unlike Bourdieu, Douglas does not assume internalized tastes and dispositions 

or their expression in homologous fields of social positions. Rather, Douglas 

conceptualizes consumption as an intentional and strategic process in which actors try 

to balance competing practical goals (Douglas and Ney 1998: 53-58). Consumption, in 

other words, is understood as the conscious selection of goods and services as a means 

to accomplish consciously held goals. Goods’ symbolic properties and their unconscious 
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resonance with actors’ habitus are of little analytical interest to Douglas. Rather, it is 

what actors are able to do with goods and services—their function—that plays the 

crucial role. This conceptual difference is critical for the development of Bourdieu and 

Douglas’ respective theories of consumption. Focusing on internalized dispositions 

leads Bourdieu to prioritize cultural processes. Focusing on the conscious pursuit of 

goals using limited means leads Douglas toward an economic anthropology of 

consumption. 

Another important contrast between the two approaches is that Douglas’ is 

developed at the household (rather than individual) level. Households, Douglas argues, 

are organized and goal-directed units that play a role analogous to that of firms in 

production markets. By contrast to firms, however, households meet their goals through 

consumption, rather than production and exchange. Households, in other words, can be 

understood as budgetary units—a Weberian concept recently re-introduced by 

McDonnell (2013). This household-level focus is useful for empirical analyses of 

practical consumption. While tastes and dispositions are best studied using individual-

level data, actual spending is a household-level process that depends on complex 

interactions among household members (Kornrich and Furstenberg 2013; Treas and de 

Ruijter 2008). Data on household spending are also usually collected at the household 

level only. A household-based theory of consumption allows us to use these data and 

examine household spending in ways that taste-based theories do not.     
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Beyond a focus on practical uses and household-level processes, the most 

important difference between Douglas and Bourdieu’s approaches is methodological. 

Both scholars propose strategies for studying consumption empirically. Bourdieu does 

so by mapping the symbolic meaning of consumption practices onto social space. His 

analyses are extremely detailed and specific, sometimes focusing on elements as minute 

as class differences in the clothes worn for playing tennis (Bourdieu 1984: 211-212). 

Douglas, by contrast, emphatically rejects this approach. The precise meaning of objects, 

she argues, cannot “yield to the crude tools of sociological investigation” (Douglas and 

Isherwood 1979: 76). Rather than laboriously map the meaning (or in Douglas’ case, the 

function) of every possible good or service, Douglas proposes instead to analytically 

combine them into just a few broad categories.  

Douglas and Isherwood (1970: 147-175) propose three broad categories of 

consumption, which they label primary, secondary, and tertiary by analogy to national-

level economic sectors. The categories are defined according to their role in meeting 

household members’ basic needs and their desire to increase social connections. The 

primary category corresponds to raw materials—the goods and services needed to meet 

basic essential household needs. The secondary category corresponds to capital goods—

those that reduce the amount of time and physical effort needed to fulfill core household 

tasks. The tertiary category corresponds to the service sector—it is made up of goods 
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and services that directly help households increase their social connectedness, which 

Douglas and Isherwood see as the primary means of improving one’s social position.  

By proposing these categories, Douglas and Isherwood’s primary goal is to offer 

a consumption-based means to study social stratification. Relative spending on each of 

these categories, they argue, is both a result and a cause of social class membership. In 

particular, greater relative spending on the tertiary bundle is argued to be a key means 

of increasing social connectedness and pursuing social opportunities and, as such, a key 

means of maintaining upper-class status. Here, I draw on this framework to develop a 

new classification of goods and services that will allow scholars to examine households’ 

success in using their resources to meet core practical goals. 

2.2.3. Consumption Bundles 

An empirically useful categorization of goods and services for an economic 

sociology of consumption must meet at least two criteria: it must be based on goods and 

services’ practical function (rather than their symbolic value), and it must reduce the 

large number of available goods and services to a tractable number of categories. Here, I 

propose to define four consumption bundles that roughly correspond to Douglas and 

Isherwood’s primary, secondary, and tertiary categories. Rather than focus exclusively 

on social connectedness—like Douglas and Isherwood do—I follow Bourdieu’s 

reproduction theory and argue that households’ primary goal is social reproduction 

through the accumulation of social, cultural, and economic capital. This leads me to split 
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Douglas and Isherwood’s tertiary category into two consumption bundles, one focused 

on the accumulation of social and cultural capital, the other focused on the accumulation 

and maintenance of economic capital. In this section, I provide a detailed overview of 

the consumption bundles. The next section will explain how this categorization can be 

used to understand the role of practical consumption in broader processes of 

stratification.  

To summarize household spending patterns, I propose to classify spending into 

four bundles of goods and services: a core, a time-saving, a sociability, and an 

investment bundle. This categorization focuses on goods and services’ practical 

function, rather than their symbolic value. In practice, this means that many distinctions 

relevant to cultural sociologists of consumption are here ignored. All groceries, for 

example, are included the core bundle, regardless of whether the items purchased are 

basic staples or premium items. Instant coffee and fair-trade organic coffee are both 

classified as core goods and services, regardless of what these signal about their users’ 

tastes. My goal in doing so is not to argue that all consumption is exclusively practical or 

that symbolic considerations do not matter. Symbolic considerations are left aside for 

analytical purposes only, in order to highlight the unique and relatively understudied 

features of practical consumption. For a specific operationalization of each bundle using 

categories of spending available in the Consumer Expenditure Survey, see Table 1 

below. 
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I define the core bundle as the set of goods and services households need in order 

to guarantee basic survival (i.e., reproduction in the Marxian rather than Bourdieusian 

sense) and meet the minimally acceptable standards of living of their community. This 

bundle roughly corresponds to Douglas and Isherwood’s primary consumption. It is an 

essential type of consumption for all households, but plays relatively little direct role in 

the accumulation of social, cultural, or economic capital. This type of consumption is 

often studied by scholars interested in how individuals living in poverty manage to 

‘make ends meet’ (Edin and Lein 1997). Groceries, electricity, and basic healthcare are 

examples of core goods and services.  

I define the time-saving bundle as those goods and services that reduce the amount 

of time and effort that must be spent on routine household tasks. This corresponds 

roughly to Douglas and Isherwood’s secondary consumption bundle. This type of 

consumption is often studied in relation to the gendered division of household labor (de 

Ruijter, Treas, and Cohen 2005; Greenwood, Seshadri, and Yorukoglu 2005) and the 

hiring of domestic laborers as a means for household members to cut down on 

housework burden (Glenn 2010; Romero 1992). Spending on time-saving goods can be 

understood as household members’ attempt to relieve the pressure on their free time 

imposed by work and domestic tasks—something that is also conceptualized as ‘time-

poverty’ (Kalenkoski and Hamrick 2013; Maditinos, Papadopoulos, and Prats 2014; 

Williams, Masuda, and Tallis 2015).  Domestic services and childcare are examples of 
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time-saving services. Large consumer durables like home appliances and vehicles are 

examples of time-saving goods.  

The last two bundles I propose are analogous to Douglas and Isherwood’s 

tertiary consumption. They comprise those goods and services that allow household 

members to maintain or improve their social position over time. While Douglas and 

Isherwood focus primarily on goods and services that facilitate the accumulation of 

social and cultural capital, I also consider goods and services that improve individuals’ 

opportunities to accumulate economic capital. To mark this distinction, I classify 

opportunity-increasing goods and services into a sociability bundle and an investment 

bundle.   

I define the sociability bundle as those goods and services that are acquired 

primarily as a means to pursue cultural interests and share interactions with other social 

actors. These are, in other words, the goods and services individuals use in their pursuit 

of social and cultural capital. The goods and services of interest to cultural sociologists of 

consumption are the primary example of sociability goods. Expenditures on cultural 

entertainment (e.g., music, movies, reading material) and on activities of ‘concerted 

cultivation’ (e.g., music lessons, team sports participation, see Lareau 2003) fall under 

this category. Most spending on leisure, entertainment, and hobbies also falls under this 

category. Goods that allow individuals to spend time together pursuing shared interests 

(travelling for leisure, eating out) are also an example. 
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I define the investment bundle as those goods and services that serve primarily to 

promote household members’ pursuit of long-term economic mobility and the 

management of financial risk. In the United States context, spending on education 

(especially post-secondary), home mortgages, and various types of insurance are the 

primary examples (Prasad 2012b). Goods and services that contribute to long-term 

earnings growth or facilitate the management of household finances also fall under this 

category. Job-related training and certifications, the services of an accountant, real estate 

agent, stock broker, private tutor, lawyer, and other specialized service providers are all 

examples.  

Of course, some goods and services have more than one practical use. For the 

purpose of the proposed classification, housing is the most salient case. Given the nature 

of the social safety net in the United States, expenditures on housing can be 

conceptualized as either a core expenditure or an investment expenditure, depending on 

context. Spending on housing is not only a means to obtain shelter (core good), but can 

provide household members with access to low-cost public services, such as high quality 

public schools (investment good). The extent to which housing is used as a core good 

rather than an opportunity good is an empirical question. For those using housing 

primarily as a core good, greater spending on housing should be strongly associated 

with higher quality dwellings (e.g., larger or newer homes, larger yards, more efficient 

heating/cooling systems). For those using housing as an opportunity good, greater 
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spending should only be weakly associated with dwelling quality, but be strongly 

associated with the quality of neighborhood amenities (e.g., primary and secondary 

school ratings, proximity to public parks, museums, libraries).  

Unfortunately, information on neighborhood-level amenity and school quality is 

not available in most consumption-related data sources, including the Consumer 

Expenditure Survey used here. The use of housing and mortgages as an investment and 

risk management tool in the context of poorly developed welfare states such as the 

United States has been well documented, however (Conley and Gifford 2006; Kemeny 

2005). To reflect the important role of home ownership in individual strategies of risk 

management and upward mobility, I therefore classify owned housing expenditures as 

part of the investment bundle. Rented housing, by contrast, is classified as part of the 

core bundle. 

2.3 Hypotheses 

Households meet practical goals by purchasing goods and services from the four 

bundles. Not all bundles, however, contribute equally to household members’ 

accumulation of economic, social, and cultural capital. Spending on goods and services 

from the investment and the sociability bundles represent the most direct investment in 

economic, cultural, and social capital. Purchases from this bundle therefore rank first in 

terms of contributions to household members’ pursuit of long-term social mobility. The 

time-saving bundle plays a more indirect role in capital accumulation processes and 
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ranks second. The types of activity that promote social, cultural, or economic 

opportunities tend to be time intensive. Time-saving goods and services contribute to 

the pursuit of opportunity by reducing the amount of time and effort household 

members need to devote to other menial tasks. Purchases from that bundle therefore 

rank second in terms of contributions to upward mobility: free time allows capital 

accumulation, but does not directly contribute to it. Purchases from the core bundle 

have little direct impact on the pursuit of opportunity. Core expenditures, however, are 

unavoidable: household members’ basic material needs have to be met before they can 

engage in higher-order goals. The core bundle therefore ranks last in terms of 

contribution to social reproduction and mobility: any dollar spent on core goods and 

services is a dollar that cannot be devoted to capital accumulation. 

The ranking of the four bundles according to their contribution to household 

members’ opportunities for social mobility (sociability + investment > time > core) has 

strong implications for expected patterns of household spending. Verifying that these 

implications hold empirically provides a validity test for the classification and will 

determine its utility as a means to study inequality in households’ ability to spend their 

resources in ways that promote upward mobility. To test the adequacy of the bundles as 

a summary measure of households’ spending patterns, I first propose three hypotheses 

describing expected variation in patterns of household demand and spending burdens 

across the income distribution. Rejecting any of the three hypotheses would indicate that 
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the four bundle categorization fails to capture the variation in spending that it is 

designed to capture. As such, rejecting any of the three hypotheses entails that this 

measurement strategy should be rejected. 

If evidence supports the classification scheme as a valid measure of households’ 

ability to spend their resources to pursue social mobility goals, I then propose to 

examine the main determinants of households’ spending patterns in the United States. 

Work on cultural consumption strongly implies that cultural capital and social status are 

the primary determinants of individual spending decisions. The critique of the cultural 

sociology of consumption developed above, however, implies that the primary 

determinant of household consumption decisions should be access to economic 

resources, rather than cultural preferences. Households’ consumption decisions—their 

decision to prioritize spending from one bundle rather than another—should in other 

words vary more as a function of their position in the income distribution than as a 

function of their cultural capital stock or their social status. To test this empirically, I 

propose a formal hypothesis that articulates the expected relationship between 

households’ spending across the bundles and their income, education (as a measure of 

cultural capital), and occupational status (as a measure of social status). 

2.3.1 Validating the Bundles  

The proposed classification assumes that social reproduction through the 

accumulation of economic, cultural, and social capitals is households’ primary practical 
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goal, and that consumption is one of the main ways households pursue this goal. This 

assumption is common in sociological theories of consumption, and features 

prominently in Bourdieu’s reproduction theory and Douglas’ anthropology of 

consumption. Here, I propose formal hypotheses that test whether household demand 

for each of the bundles varies in the way this assumption implies. If pursuing 

opportunities to accumulate economic, social, and cultural capital is a primary 

household goal, we should observe that, on average, households have low demand for 

goods that do not contribute to this goal (core bundle), and greater demand for goods 

that contribute to the goal directly (sociability and investment bundles) or indirectly 

(time bundle). Letting D(x) stand for household demand for bundle x, the following 

hypotheses should therefore hold: 

H1A:  D(core)  < 1 

H1B:  D(time)  > D(core) 

D(sociability)    > D(core) 

D(investment)   > D(core) 

Assuming that households pursue capital accumulation through consumption 

also implies that household demand for the four bundles is not static. Instead, we 

should observe that demand for these bundles varies based on households’ position in 

the income distribution. Relative to bottom income earners, households at the top of the 

income distribution should devote very little of their immediate spending to goods and 

services that do not promote mobility and should instead devote most spending to 

bundles that promote capital accumulation. In other words, demand for core goods and 
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services—which play little direct role in the pursuit of upward mobility—should not 

only be low, but we should also observe that it decreases steadily as households’ income 

increases.  At the same time, we should also observe that demand for the other three 

bundles increases as households’ position in the income distributions increases. 

H2A: D(core) is negatively correlated with household income  

H2B: D(time), D(sociability ), and D(investment)  are positively correlated with 

household income  

Here, it should be noted that this hypothesis is not equivalent to arguing that 

households shift demand in favor premium or luxury items as their income increase. 

The four bundles are defined with regards to function, and ignore symbolic and quality 

distinctions. The argument presented here is therefore not that higher income 

households shift spending away from cheap calories or low-quality housing in favor of 

premium items (e.g. organic food) or better housing (e.g., from a small apartment to a 

large home). The argument is that households gradually shift expenditures away from 

all core goods, no matter their quality, in favor of goods and services that have a clearer 

functional relationship to the pursuit of upward mobility. Whether this holds 

empirically in not an a priori obvious conclusion. Also note that decreased demand for 

core goods and services need not automatically lead to increased demand for the other 

three bundles. As income increases, households could decide instead to keep their 

relative spending on each bundle unchanged or could decide to increase their saving 

rate, both of which would lead to shifts in demand  different from those posited here.  
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Finally, the argument that households use consumption to pursue upward 

mobility also has implications for expected spending budgets across the four bundles. 

Budget allocation captures an aspect of consumption different from household demand. 

Estimates of demand capture marginal changes in spending levels for a given good or 

service following a marginal increase in total spending. They indicate what households 

do in the short term with any additional dollar spent. By contrast, budget allocation—

the share of total yearly spending allocated to each bundle—reflects long-term spending 

patterns. Household demand and household budget allocation can be very different for 

the same household. For example, a household may allocate most of its spending to core 

goods and services, but spend any marginal revenue increase on opportunity-increasing 

goods. The argument proposed here, however, entails that short-term demand and long-

term budget allocation will vary in similar ways across the income distribution. The 

most important feature of the core bundle is that—short of obtaining goods and service 

for free—there is a floor to how much households need to spend on this bundle. This 

means that households with low income levels will have to devote a greater share of 

their annual spending to goods and services from the core bundle. As available 

resources increase, however, we should observe that households are able to shift their 

annual spending towards goods and services that promote upward mobility goals. 

Letting %(x) stand for the share of households’ annual budget spent on bundle x, the 

following hypotheses should hold. 
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H3A: %(core) decreases as income increases 

H3B: %(time), %(sociability), and %(investment) increase as income increases 

2.3.2 Examining Primary Determinants of Consumption  

If the hypotheses proposed above hold, the bundles can then be used to examine 

the influence of various social factors on patterns of household expenditures. As a first 

step in this direction, I propose to examine the influence on household expenditure 

patterns of the primary explanatory variables proposed in the cultural sociology of 

consumption: educational attainment and occupational status (Bourdieu 2005; Chan and 

Goldthorpe 2007). Based on the critique of exclusively cultural approaches to 

consumption that I provided above, I expect household income to be a more important 

determinant of patterns of household spending  than cultural capital (educational 

attainment) or social status (occupational status). I expect to observe, in other words, 

that households’ ability to shift resources towards goods and services that promote 

social mobility depends primarily on the total volume of those resources (i.e., income 

levels) rather than on household preferences or tastes (see Yaish and Katz-Gerro 2012 for 

a related argument).  

H4A: variation in spending burdens across the bundles is larger across income 

groups than across educational groups  

H4B: variation in spending burdens across the bundles is larger across income 

groups than across occupational groups  
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2.4 Data and Methods 

To test these hypotheses, I use household-level spending data from the 

Consumer Expenditure Survey (CES). The CES is a quarterly household consumption 

survey collected by the U.S. Census Bureau and managed by the Bureau of Labor 

Statistics (BLS). It relies on detailed questionnaires administered by trained Census 

Bureau interviewers and provides detailed data on all major household expenditures. 

The CES is administered on a rotating panel basis. Each quarter the Census Bureau 

samples approximately 7,000 households, which are reinterviewed every three months 

over a full calendar year for a possible total of four interviews. Spending data are 

updated at each interview. Background information for each household is collected in 

the first interview only and is carried forward. Data on households’ financial status are 

collected in the same way and updated once in the last interview (for additional details, 

see National Research Council 2013b).  

The analyses below rely on both quarterly and annualized CES data. 

Annualizing the CES data is a common strategy given the survey’s complex design 

(Kornrich and Furstenberg 2013; Meyer and Sullivan 2012b). Annual spending for 

households with fewer than four quarters of reported data is obtained by calculating 

average quarterly expenditures and multiplying by four. Households with fewer than 

two completed interviews were excluded from analyses. All analyses use data from 

households whose final available interview was conducted between January 2010 and 
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December 2014 inclusively. Households with missing values on any of the model 

variables were excluded from the sample. Households reporting negative total spending 

amounts or spending more than 15 times their reported income were also excluded 

(approximately 1.5% of households). My final analytic sample includes 129,892 

observations at the household-quarter level, from 43,960 households. 

2.4.1 Dependent Variables: The Four Bundles 

Table 1 provides detailed information on the variables used to operationalize 

each expenditure bundle. Core expenditures is the sum of expenditures on groceries, 

rented housing, health care (including insurance), and utilities. Time expenditures is the 

sum of household spending on major household appliances, transportation, domestic 

services, and child care. Sociability expenditures is the sum of household spending on 

entertainment, eating out, membership in organizations and social clubs, travel, self-

presentation (e.g., haircuts), newspapers, magazines, books, computers and other 

information technology, and money contributions to other individuals or organizations 

(e.g., churches). Investment expenditures is the sum of household spending on owned 

housing, education, personal insurance other than health insurance, banking and credit 

card fees, retirement pensions, and select professional services (e.g., accountants). 

Table 1: Definitions for Consumption Bundles (Dependent Variables) 

Category CES Variables Description 

Core Food at home  Costs of food prepared and consumed at home 

 Rented 

housing 

Rent, renter’s insurance, management and maintenance 

fees, service or repair charges paid by renter 
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 Utilities Natural gas, electricity, heating fuels, telephone, water, 

and sewage costs for owned or rented properties 

 Healthcare Out-of-pocket costs for prescription drugs, medical 

equipment (including convalescent care and eye glasses), 

medical services, and health insurance 

Time Major 

appliances 

 

Purchase, installation, and maintenance costs for 

dishwashers, refrigerator, home freezer, clothe washer, 

clothe dryer, cooking stove, microwave, air conditioner, 

electric floor cleaning equipment, sewing machines 

 Vehicle 

operation and 

maintenance 

 

 

Outlays for new or used vehicle purchase, gasoline and 

motor oil, vehicle finance charges, maintenance and 

repairs, insurance, lease charges, cash down, termination 

fees for leased vehicle, driver’s license cost, rental costs, 

vehicle inspection fees, parking and tolls, GPS fees, towing 

charges, membership fees for automobile service clubs 

 Domestic 

services 

Housekeeping fees, lawn care fees, water softening 

services, non-clothing laundry and dry-cleaning fees, 

small repair jobs fees, convalescent, handicapped, elderly, 

or invalid at home care, pest extermination 

 Child care Child care fees at home, child care fees at someone else’s 

home, day care center expenses, nursery school expenses 

Sociability Memberships  

 

Fees and admission for health clubs, country clubs, 

swimming pools, tennis clubs, social clubs, and other 

civic, service, or fraternal organizations 

 Food out 

 

Dining out at restaurants, café, and fast food places, 

school meals, food and beverage costs at catered events 

 Cash 

contributions  

Cash gifts, gifts of financial assets, contributions to 

charity, churches, educational institutions, political 

organizations, alimony, child support, support for college 

students 

 Computers 

and 

Information 

Technology  

Computer systems, software, accessories, and hardware 

for non-business purposes, personal digital assistant, 

portable memory [CES variable also includes some 

unrelated expenditures] 

 Entertainment 

equipment 

Cable or satellite fees (radio and television), audio-visual 

equipment and media (including televisions, radios, 

sound system, portable music players), video gaming 

equipment, content streaming or downloads 

 Reading 

material 

Books, book club costs, magazine and newspaper 

subscription or single copy, encyclopedia and reference 
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books 

 Personal care 

and 

accessories 

Personal care services (e.g., haircuts), wigs, hairpiece, and 

toupee, electric care appliances, watches, jewelry, travel 

items [category also includes sewing material and clothe 

alterations/repairs] 

 Travel Trip expenditures including food, alcohol, lodging, 

transportation, and entertainment 

Investment Owned 

housing 

Mortgage payments, homeowner’s insurance, property 

taxes, management and maintenance fees, service or 

repair charges paid by homeowner 

 Education Tuition, books, and equipment for educational daycare 

centers and nursery schools, elementary and high school, 

vocational or technical school, and college, test 

preparation and tutoring costs 

 Personal 

Insurance 

Life insurance, endowments, annuities, and other  

insurance providing benefits at death; other non-health 

personal insurance 

 Miscellaneous 

services 

 

Legal fees, bank service fees, accounting fees, membership 

fees for credit cards and shopping clubs [CES variable also 

includes some unrelated expenditures] 

 

Households’ spending budgets for the four bundles are presented in Figure 1. 

Variables used for constructing the bundles are obtained from the Summary 

Expenditure Data section of the Consumer Expenditure Surveys. All variables give total 

out-of-pocket spending; reimbursements (including from insurance) and business 

expenses are removed from expenditure data by the BLS when applicable. Sales taxes 

are included in the reported totals. 



 

39 

 

Figure 1: Total Household Spending by Category 

2.4.2 Independent Variables 

Household income is measured using a BLS-derived variable providing total household 

income over the past 12 months (including earnings, government transfers, and wealth-

derived income such as cash flows from investments). Household education is a 

categorical variable indicating whether the primary earner has not graduated from high 

school; has a high school diploma; attended college but did not graduate or graduated 

with an Associate’s degree; graduated with a bachelor’s; or graduated with a graduate 

or professional degree. Occupational status is measured as a categorical variable 

comparing those employed in managerial and professional capacities to all other 
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occupational groups defined in the CES (teachers; administrative support, technical 

occupations, sales, and services occupations; operators, assemblers, laborers; precision 

production, craft, and repair occupations; farming, forestry, and fishing; and armed 

forces). A category for unemployed individuals is also included. To compute household 

demand and budget allocation, I rely on a measure of total household spending 

(including financial outlays). Unlike the measures of income and education, this total 

spending measure is time-variant across quarters.  

2.4.3 Control Variables 

Models incorporate two broad types of control variables. The first controls for 

demographic characteristics of the household that can potentially affect spending 

patterns and that are correlated with income and education. I control for the number of 

adults (over 16 years old) and of children (under 16 years old) in the household, the age 

of the primary earner, the household’s family type (whether the household is composed 

of husband and wife only; husband and wife and children; a single parent with children; 

a single person; or other), and race (whether the households’ primary earner reports 

being non-Hispanic white; non-Hispanic black; Hispanic; Asian; or another racial/ethnic 

category). The second type of controls adjusts for geographic characteristics that could 

be correlated with differences in access to goods and services. I control for whether the 

household resides in a rural area, the size of its city or town of residence (an 

agglomeration with more than 4 million people; 1.2 to 4 million people; 0.33–1.19 million 
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people; 125,000 to 329,000 people; or fewer than 125,000 people), and region of residence 

(Northeast, South, Midwest, or West).  

2.4.4 Demand Models  

To obtain estimates of household demand (H1 and H2), I use models of spending 

elasticity. Spending elasticity is the rate of change in a specific expenditure in y, over the 

rate of change in total spending in x (formally, Ey,x = ∂log(y)/∂log(x) ≈ %y/%x. For 

example, an elasticity of 0.8 for grocery expenditures would indicate that for every log 

unit increase in total household spending, spending on groceries increases by 0.8 log 

units only (that is, for every 1% increase in total spending, we expect an increase of 

approximately 0.8% in grocery spending). Ey,x < 1 indicates low demand for goods and 

services y, Ey,x > 1 indicates high demand, and Ey,x = 1 indicates that spending for y 

increases at the same rate as total spending. Spending elasticities for a given expenditure 

category are obtained by regressing the (logged) amount spent on that category on 

(logged) total household spending. To obtain estimates of differences in elasticities 

across independent variables, total household spending is interacted with all model 

covariates. I estimate elasticities using quarterly spending data and hierarchical linear 

models (HLM) of the form:  

  

where y is time-variant and measures the total dollar amount spent on a given 

consumption bundle each quarter, (SPENDINGhq * xj) represents all interactions between 
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(logged) total spending and model covariates in x, and SPENDINGhq and xi represent all 

main effects. Random intercepts at the household level (μh) are included. SPENDINGhq is 

measured quarterly, logged, and included in the model as a deviation from the within 

household mean. Estimates of elasticity are therefore within-household (i.e., fixed-

effects) estimates. For clarity, the results section presents predicted marginal effects—

log(y)/ SPENDINGhq—from the models, rather than model coefficients. Elasticity 

models and predicted marginal effects were estimated using the mixed and margins 

commands in Stata 14 (StataCorp 2015).   

2.4.5 Budget Allocation Models  

To examine how households allocate their spending budget across the four 

consumption bundles (H3 and H4), I model household budget shares—defined as the 

proportion of total annual spending households allocate to each of the three spending 

bundles. The models use the annualized spending data and generalized linear models 

(GLM) are of the form 

 

where (.) is the logit function and xi represents all independent and control variables. 

The dependent variable p measures the portion of total spending devoted to a specific 

consumption bundle (p = y/SPENDING). The model uses a logit link and assumes errors 

follow a binomial distribution. Robust standard errors are reported. This model is 

standard for dependent variables reported as proportions (Baum 2008; Papke and 
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Wooldridge 1996). Coefficients from the model are in logit scale (β = [log(p/1 – p)]). To 

facilitate interpretation, the result section reports predicted budget shares instead (p). 

Budget shares models and predicted values were estimated using the glm and margins 

commands in Stata 14 (StataCorp 2015).   

2.5 Results 

Estimates of average spending elasticity across all households are presented in 

Figure 2. The figure shows predicted marginal effects of (log) total spending on (log) 

spending for each consumption bundle, holding all model covariates constant at their 

means. Marginal effects are computed from full HLM models that include all control 

variables as well as interactions between all covariates and (log) total household 

spending. Confidence intervals for the estimates are provided in the figure at the 0.05, 

0.01, and 0.001 levels. Substantively, the estimates presented in Figure 2 indicate that for 

every 1% increase in total household spending, spending on the core bundle is expected 

to increase by approximately 0.5% while spending on the time, sociability, and 

investment bundles is expected to increase by approximately 1.3%, 1.2%, and 0.9% 

respectively. These estimates are consistent with H1: predicted average demand for core 

goods is low (< 1) and predicted average demand for time, sociability, and investment 

goods is greater than demand for core goods.  
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Figure 2: Estimated Demand for Each Consumption Bundle 

Estimates of change in household demand across income levels are provided in 

Figure 3. Predicted marginal effects are obtained from full HLM models that include 

interactions between all covariates and (log) total household spending. Marginal effects 

are estimated at the mean of the income distribution and at points one and two standard 

deviations above and below the mean. All other model covariates are held constant. 

Estimates can be interpreted as previously. Predicted elasticities show that demand for 

core goods falls as income increases. A standard deviation increase in income is 

associated with a roughly 0.11 decrease in demand for the core bundle. By contrast, 

demand for the other three bundles increases with income. A standard deviation 

increase in income is associated with a roughly 0.05 increase in demand for the time and 

sociability bundles, and a 0.02 increase in demand for the investment bundle. Formal 

tests show that these trends are significant at conventional levels (see Table A1 in 

appendix). These estimates are consistent with H2: predicted demand for the core bundle 
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decreases as income increases and predicted demand for the time, sociability, and 

investment bundles increases as income increases. 

 

Figure 3: Estimated Demand by Income Level 

Estimated budget allocations across income levels are provided in the top panel 

of Figure 4. Predicted budget shares are obtained from full GLM models that include all 

covariates (including education and occupation). Confidence intervals are provided in 

the figure at the 0.05 level. Estimates from the Income panel of Figure 4 indicate that 

households at the bottom of the income distribution devote over 50% of their total 

spending to core goods and services. This share drops rapidly for higher income 
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households, reaching slightly more than 15% for top earners. Patterns for the time 

bundle are different. The share of spending devoted to this bundle increases slightly (but 

significantly) between the bottom of the income distribution and the mean, and then 

stays relatively constant at around 15% of total spending. Shares devoted to the 

sociability and investment bundles show a markedly different trend. In both cases, 

bottom-income household devote a relatively small share of their spending to each 

bundle (about 15% each). This increases steadily with income, with the increase being 

largest for the investment bundle. The overall result is a clear shift in households’ 

spending priorities across the income distribution. While households with below-

average income devote most of their spending to core goods and service, household 

with incomes above the mean devote most of their spending to the other three bundles. 

For top-income households, the single largest spending item is in fact the investment 

bundle (for numerical estimates, see Table A1 in appendix). These results are consistent 

with H3: budget shares for the core bundle fall with income and budgets shares for time, 

sociability, and investment bundles increase with income. 
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Figure 4: Predicted Spending Burdens by Income, Education, and Occupation 

Overall, these analyses provide strong evidence that household with greater 

spending power shift their resources away from types of consumption that improve 
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material wellbeing (the core bundle), in favor of consumption that frees up household 

members’ time (the time bundle) and, more importantly, improves their economic, 

social, and cultural opportunities (the sociability and investment bundles). This suggests 

that the proposed classification of household spending does indeed track the effect of 

social position on households’ consumption patterns and is a valid measure of 

households’ ability to use consumption to pursue upward mobility goals.  

The middle panel of Figure 4 provides estimated budget shares for the four 

expenditure bundles across levels of educational attainment, controlling for income, 

occupational status, and all other model covariates. Although the same general trend in 

estimated budget shares is found for income and wealth (core budget shares decrease as 

education increase, while the reverse holds for the other three bundles), the magnitude 

of the education effect is strikingly different from that of the income effect. The 

difference in budget allocation for the core bundle between the lowest and highest 

education groups in the sample is less than 10 percentage points (compared to over 35 

percentage points between bottom and top income groups). For the other three bundles, 

this difference is even smaller, being closer to about 5 percentage points only. Estimated 

budgets shares across occupational status—provided in the bottom panel of Figure 4—

show even less variation across groups. Gaps between managers and professionals on 

the one hand, and other occupational groups on the other are no larger than 1 

percentage point for all bundles. Even gaps between unemployed households and 
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managerial/professional households are estimated at no more than about 3 percentage 

points. These results provide strong support for H4: households’ position in the income 

distribution is associated with much greater variation in their budget allocation than 

their position in the educational or occupational structure.  

Overall, the analyses presented above suggest that households’ ability to acquire 

goods and services that promote upward social mobility is primarily determined by 

their total economic resources. Variables that track differences in households’ tastes and 

preferences (education and occupation) have very little impact on households’ ability to 

shift spending away from basic spending in favor of spending that promotes 

opportunities for social mobility.  

2.6 Discussion 

Consumption is a central area of research in cultural sociology, where the core 

focus is usually individual tastes, their distribution along class and status axes, and their 

use in creating social ties. By contrast, consumption as an economic process—the use of 

limited resources to acquire goods and services that serve practical goals—is relatively 

understudied. This is in part because the dominant cultural approach to consumption 

does not provide the tools needed for studying consumption as an economic process. 

Cultural sociologists usually conceptualize consumption as an individual-level process 

whereby actors actualize socially-patterned aesthetic dispositions. Economic 

consumption, by contrast, is a household-level process in which scarce resources are 
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allocated deliberately and under constraints. To understand consumption’s full role in 

processes of stratification, both its cultural and economic aspects need to be examined. 

This requires the development of an economic sociology of consumption, one that 

focuses on the determinants of household purchases and resource allocation, rather than 

individual tastes. 

This paper aims to facilitate the development of an economic sociology of 

consumption by providing a basic framework for studying household expenditure 

patterns. Drawing on the work of Mary Douglas, I proposed a classification of goods 

and services into four broad bundles—a core, a time-saving, a sociability, and an 

investment bundle. These bundles are defined through their functional contribution to 

meeting households’ material needs and their pursuit of social mobility. In order to 

ensure basic material wellbeing for their members, households need to devote a certain 

amount of their resources to core goods and services. But to pursue upward mobility, 

households must use their resources to free their time up (the time-saving bundle) to 

purse social, cultural, and economic opportunities (the sociability and investment 

bundles). Because household resources are finite, these two ends—material wellbeing 

and the pursuit of mobility—compete for households’ resources.  

This classification of spending into broad discrete bundles allows scholars to use 

household spending as a tool for studying social inequality. Other things being equal, 

households that are able to devote more of their resources to the time-saving and, 
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especially, to the sociability and investment bundles should be better off than 

households that need to devote most of their resources to acquiring basic core goods and 

services. This means that the relative share of households’ total expenditures devoted to 

each of these bundles can be used to explore sources of constraints and advantages in 

the way households use their resources to pursue long-term social mobility. Examining 

consumption patterns means focusing on the inequality that emerges when households 

use their resources, rather than the inequality that emerges when households try to earn 

or save money. This provide scholars with a new vista into stratification processes, one 

that focuses on the processes that lead households with similar economic resources to 

experience unequal success in the acquisition of goods and services.   

Using data from the Consumer Expenditure Survey, I first demonstrated that 

empirical patterns of household expenditures are consistent with the theoretical 

assumptions on which the four bundle classification rests. As the classification implies, 

households do indeed have higher demand for goods and services that promote upward 

mobility relative to goods and service that meet basic material needs. Spending patterns 

across the income distribution highlight this clearly. Households at each end of the 

income distribution have radically opposite spending patterns, with low-income 

households spending most on core goods and services and high-income households 

spending most on goods and services that promote social mobility. Having shown that 

variation in households’ spending across the four bundle does indeed track differences 
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in their ability to spend on goods and services that promote upward mobility, I then 

examined the impact of traditional measures of cultural capital and social status—

educational attainment and occupational status—on households’ ability to consume 

opportunity-increasing goods and services. Analyses showed that these variables have 

little impact on households’ expenditure patterns, especially relative to the large effect of 

income. This greater relative importance of income as a determinant of spending clearly 

highlights the need to develop economic sociological approaches to consumption that 

focus on structural determinants of households’ ability to consume, rather than on 

determinants of household members’ tastes and preferences. 

Here, it is important to note that testing the relative influence of income, 

education, and occupational status on patterns of household spending does not amount 

to a test pitting economic and cultural approaches to consumption against one another. 

The shifts in taste studied by cultural sociologists of consumption tend to occur 

primarily within categories of goods and services, rather than across them. Effects of 

education and occupational status are also not necessarily effects of taste: they could just 

as well reflect economic as cultural mechanisms. For example, higher education and 

occupational status are associated with better fringe benefits and so-called private social 

benefits, like health insurance or employer-provided childcare (Hacker 2002; Kalleberg 

2011; Kelly 2003). Advantages such as these—rather than a change in household 

members’ tastes and preferences—may account for educational and occupational 
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differences in spending across bundles. Demonstrating a larger effect for income 

highlights the need to understand determinants of consumption as an economic process; 

it does not negate cultural processes at play in determining consumption patterns for 

certain types of goods and services.  

The arguments and analyses presented here are only a first step toward a new 

economic sociology of consumption. Future work must now examine 1) the dimensions 

along which consumption patterns vary, and 2) the social structural and institutional 

mechanisms that explain this variation. Prior research suggests that access to 

consumption in the United States is strongly patterned by race (Charron-Chénier, Fink, 

and Keister 2017; Small and McDermott 2006), something that, with notable exceptions 

(e.g., DiMaggio and Ostrower 1990), tends to be overlooked in the cultural consumption 

literature. By tracking household demand and budget shares across the four bundles, 

future research could empirically evaluate overall differences in black and white 

consumption success, and the role of various institutional constraints—like access to 

credit and predatory lending (Fourcade and Healy 2013; Melzer 2011; Morse 2011), retail 

desertification (Barnes 2005a), mass incarceration and aggressive policing (Brayne 2014; 

Goffman 2014; Jacobs and Crepet 2007), and neo-liberal welfare policy reform and 

implementation (Allard 2009; Brown 2013)—in generating racial disparities in 

consumption. The approach suggested here, in other words, provides a starting point for 

novel analyses of stratification allowing scholars to examine the stratification 
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mechanisms that operate via the relatively understudied consumer market, in addition 

to the already well-documented employment, capital, and housing markets. 
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3. Racial Spending Disparities 

3.1 Introduction 

Consumption is a central component of household finances and plays an 

important role in processes of social stratification. In sociology, studies of consumption 

usually focus on its cultural—rather than economic—aspects (Miller 1998; Schor 2005; 

Zukin 2004). The relationship between consumption and stratification is conceptualized 

as indirect, driven mostly by consumption’s role in signaling tastes and social position 

(Bourdieu 1984; DiMaggio 1987; Edelmann and Vaisey 2014; Lizardo 2006; Peterson and 

Kern 1996). In this context, consumption differences are implicitly treated as the result of 

(socially patterned) individual preferences. The focus tends to be on cultural goods (e.g., 

music, literature) while practical day-to-day expenditures (e.g., rent, utilities) remain 

relatively ignored. Evidence indicates, however, that access to these more practical 

goods and services varies significantly across social groups, even when income levels 

are similar (Powell et al. 2007; Schuetz, Kolko, and Meltzer 2012; Small and McDermott 

2006). Because such disparities arise in the process of spending one’s resources, they are 

missed by research that focuses on earnings or wealth accumulation alone. Yet 

disparities in consumption can result in substantial inequalities in wellbeing and in the 

intergenerational transmission of social advantage (Citro and Michael 1995; Meyer and 

Sullivan 2012a).  
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In this paper, I propose that consumer markets—much like other economic 

markets (Pager and Shepherd 2008)—are subject to various and often nominally race-

neutral mechanisms that constrain blacks’ access to goods and services relative to 

whites. Here, I focus on three mechanisms: (1) access to credit, (2) retail and service 

desertification, and (3) consumer discrimination. These mechanisms, I argue, result in 

lower overall consumption levels for black households compared with 

socioeconomically similar white households. These mechanisms, however, do not affect 

all black households equally. Instead, I propose that they interact with social class to 

produce complex patterns of racial disparities in access to goods and services. In 

particular, I argue that higher class position allows black households to minimize the 

impact of stratification mechanisms tied to credit access, but does little to mitigate the 

impact of retail desertification and consumer discrimination. By doing so, I contribute to 

a growing literature on the persisting but heterogeneous impact of racial stratification 

across social class (Davis and Welcher 2013; Landry and Marsh 2011; Thomas and Moye 

2015). 

To examine consumption-based stratification processes, I use household 

spending data from the 2013 and 2014 Consumer Expenditure Surveys (CE). My goal is 

to provide a comprehensive empirical overview of racial differences in spending for 

those goods and services on which households spend most of their money. Because 

direct measures of the posited mechanisms are not available in the CE, my analytical 
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strategy relies on testing observable implications from the proposed argument. I specify 

these through a series of hypotheses developed in conversation with racial stratification 

scholarship. My hypotheses address expected racial differences in overall spending 

levels, as well as differences across the largest categories of household spending (food, 

housing, utilities, transportation, healthcare, and entertainment). To highlight 

consumption-based racial stratification across social class positions, my hypotheses also 

consider changes in expected racial spending gaps across the income distribution. I test 

these hypotheses empirically using hierarchical linear regression (HLM) models of 

household spending. Overall, my results suggest important racial disparities in access to 

goods and services, such that black and white households in similar socioeconomic 

positions obtain significantly different material returns from similar economic resources.  

3.2 Approaches to Race and Consumption 

Markets are often conceptualized as a neutral coordination mechanism where 

rewards are determined by the supply and demand for participants’ endowments, 

rather than any social status they may hold (Weber 1978: 636-638). Sociological work on 

markets, however, indicates that social status plays an important role in structuring 

economic relationships. Research on labor markets, for instance, shows that markets 

tend to reproduce prevalent forms of categorical inequality (Moss and Tilly 2001; Pager 

and Shepherd 2008; Stainback and Tomaskovic-Devey 2012). As Fourcade and Healy 

(2013) suggest, consumer markets likely operate as a similar source of categorical 
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inequality. Empirical work on racial differences in consumption patterns, however, has 

focused on narrow categories of goods and service and proposed individual-level 

explanations only. Most of this work draws on the Veblenian concept of conspicuous 

consumption (Veblen 1899) and argues that black consumers tend to devote a greater 

portion of their resources to visible, status-increasing goods (Charles, Hurst, and 

Roussanov 2009; Fan and Lewis 1999; Ivanic, Overbeck, and Nunes 2011). Conspicuous 

consumption is variously presented as a rational strategy for managing racially-

motivated microaggressions (Lamont and Molnár 2001; Lee 2000) or as a problematic 

form of spending leading to lower investments in productive assets (Moav and Neeman 

2010; Rayo and Becker 2006).  

Here, I propose a new and different approach to understanding differences in 

consumption patterns between black and white households. Rather than focusing on 

individual motivations, I propose that racial differences in consumption are caused in 

large part by broader structural factors. Unlike previous studies, I also extend my 

investigation of racial differences in consumption to types of household spending that 

are more centrally related to individuals’ material wellbeing. Unlike work focusing on a 

single socioeconomic group, my analyses of racial consumption disparities also consider 

the interaction of race and income in producing complex patterns of inequality. In the 

next section, I present three mechanisms that I argue lead to racial disparities in 
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consumption. I then examine how these mechanisms lead to access constraints for 

different types of goods and services. 

3.2.1 Racial Spending Gaps: Credit, Desertification, and 
Discrimination 

Well-documented racial disparities in income and wealth in the United States 

entail lower consumption levels for black households compared with white households. 

Income and wealth, however, are not the only determinants of households’ ability to 

consume. Drawing from research on racial stratification, I identify three factors that I 

argue constrain blacks’ overall ability to consume relative to whites, net of income and 

wealth differences.  

The first factor is access to credit. Access to credit plays a key role in the ability to 

acquire high-cost goods, make long-term investments, and, increasingly, sustain day-to-

day consumption (Barba and Pivetti 2009; Barr 2012; Prasad 2012a). Access to credit, 

however, is not equal across racial groups. Credit card applicants from predominantly 

black neighborhoods, for instance, are more likely to have credit requests denied than 

similarly qualified applicants from majority white neighborhoods (Cohen-Cole 2011). 

Similar trends exist for mortgage lending (Williams, Nesiba, and McConnell 2005) and 

car loans (Charles, Hurst, and Stephens 2008; Cohen 2012). Black borrowers are more 

likely to be targets of predatory lending (Ghent, Hernández-Murillo, and Owyang 2011) 

and more likely to be steered toward disadvantageous and costly bankruptcy provisions 

when they default (Braucher, Cohen, and Lawless 2012). These credit constraints suggest 
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that compared with white households, black households’ total spending and spending 

on the costly goods and services that typically require financing will likely be lower. 

Because access to credit is especially important to low- and middle-income households, I 

expect the credit-related racial gaps in spending to be especially large for these income 

groups. 

Retail and service desertification is another factor that likely impacts household 

spending. Retail deserts are geographic areas with lower than average densities of retail 

and service providers (Schuetz, Kolko, and Meltzer 2012). Retail deserts have been 

found for grocery stores, banks, healthcare providers, gas stations, pharmacies, and 

clothing outlets, among others (Kwate et al. 2013; Meltzer and Schuetz 2012; Myers et al. 

2011; Small and McDermott 2006). Studies of grocery stores and banking institutions 

have found that low-income and segregated majority-black neighborhoods are at 

particularly high risk of desertification (Avery et al. 1997; Barr 2012; Moore and Diez 

Roux 2006). Historically, retail desertification has been associated with the growth of 

suburbs and the significant disinvestment that followed the urban unrest of the 1960s 

and 1970s (Aldrich and Reiss 1970; Boustan 2010; Collins and Smith 2007). Retail 

infrastructures typically followed white customers away from core urban areas and 

relocated to exurban commercial centers (Cohen 2003b).  

These developments significantly changed the institutional dynamics of retail 

and service markets in majority-black areas. Insurance premiums for commercial 
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property in segregated neighborhoods skyrocketed, becoming unaffordable for many 

business owners (Lee 2002). Capital availability plummeted as financial institutions 

were unwilling to extend loans to underinsured businesses. Legislation to reverse these 

trends—such as the Community Reinvestment Act of 1977—has met mixed success and 

was significantly weakened by the Gramm-Leach-Bliley Financial Modernization Act 

(Apgar and Duda 2003). Acquiring insurance and capital remains a problem for 

businesses operating in segregated neighborhoods today (Blanchflower, Levine, and 

Zimmerman 2003; Chatterji and Seamans 2011), leading to chronic liquidity constraints 

and high rates of business failure (Fairlie and Robb 2007; Köllinger and Minniti 2006). 

The overall result—lower retail density and higher business turnover in low-income and 

in segregated neighborhoods—entails access to fewer and lower quality goods and 

services for residents of segregated neighborhoods. Because residential segregation 

affects blacks across the income distribution (Lichter, Parisi, and Taquino 2015; Pattillo 

2013; Sharkey 2014), I expect segregation-driven spending gaps to exists for all income 

groups.  

A final factor potentially leading to racial spending gaps is consumer 

discrimination. Consumer discrimination refers to the biased treatment of non-white 

customers in retail and service settings, such as being denied service or steered toward 

lower quality alternatives (Harris, Henderson, and Williams 2005b). Evidence of 

consumer discrimination is greater in the service sector, but also exists in housing, 
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healthcare, and the automobile retail industry (Ayres and Siegelman 1995; Roberts 2011; 

Rothwell 2011). Consumer discrimination is often overt, but can also take forms that are 

not directly obvious to customers. Court documents, for example, show instances of 

shop owners petitioning municipal authorities to change public transportation routes in 

order to restrict the flow of low-income black commuters to their establishments (Austin 

1997). To the extent that it restricts black consumers’ access to certain consumption 

opportunities, consumer discrimination should lead to lower spending for black 

households. This should especially be the case for the more affluent middle- and upper-

middle class black households because their income should, in principle, grant them 

access to premium consumer markets, which tend to be located in majority-white areas 

(Feagin and Sikes 1995). 

Taken together, these three factors—restricted access to credit, retail 

desertification, and consumer discrimination—suggest that black households at all 

income levels should have lower spending levels than white households: 

H1: Low-, middle-, and high-income black household have lower expenditures 

than similar income white households. 

3.2.2 Broad Types of Goods and Services 

Racial gaps are unlikely to be uniform across types of household spending. 

Restricted access to credit, retail desertification, and consumer discrimination are 

expected to have different impacts on consumption patterns for different types of goods 

and services. In this section, I identify three broad, ideal-typical categories of goods and 
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services. I then describe the unique impact I expect the posited mechanisms to have on 

black households’ consumption patterns for each of these categories. In the next section, 

I draw on the argument presented here and propose formal hypotheses with regards to 

the shape of racial spending disparities for specific household expenditures. 

The first broad category consists of goods and services with large initial up-front 

costs and that cannot be acquired in small increments (e.g., appliances, vehicles, and 

housing). These are referred to as lumpy goods. To acquire lumpy goods, households 

must either have sufficient liquid assets or must rely on alternative means, such as credit 

or large informal cash transfers. As discussed above, because blacks have lower savings 

and lower access to credit on average than whites, I expect that they are not able to 

acquire lumpy goods at the same rate. Lower access to credit, however, does not affect 

all households equally. Because high-income households are more likely to have 

disposable assets or income, they experience fewer liquidity problems than low-income 

households. I therefore expect the racial gap in spending for lumpy goods to be the 

largest for low-income households and to be increasingly smaller for households higher 

up in the income distribution. 

The second category consists of frequent, day-to-day purchases. Groceries are a 

prime example. Shopping for these goods entails important time commitments—known 

as fixity constraints (Schwanen, Kwan, and Ren 2008). To minimize these time 

commitments, households tend rely on nearby retail establishments for these types of 
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purchases (Doherty 2006; Millward and Spinney 2011). As a result of retail 

desertification, black households are therefore faced with a choice between relying on 

lower quality, potentially more expensive local resources, and traveling longer distances 

in order to shop in a different neighborhood. Longer trips are not an insurmountable 

barrier, but the time costs they entail mean that the average black family will sometimes 

choose a nearby (but lower-quality) retail alternative. Because white families are not 

faced with that same alternative, I expect this to lead to significant racial differences in 

spending. This also entails—somewhat paradoxically—that the black-white gap in 

spending for high-frequency goods should increase with income, as higher-income 

blacks living in segregated neighborhoods or suburbs will occasionally choose to 

minimize travel time and—as a result—forgo the more expensive premium goods (e.g., 

organic produce) that their earnings would otherwise allow them to purchase (Lacy 

2007; Richardson et al. 2012).  

The final category consists of goods and services provided through contracts. 

Examples include rented housing, insurance, and utilities. Unlike arm’s-length 

transactions, contract-based transactions are subject to ancillary fees that are unrelated to 

the quality or quantity of the purchase. These fees—usually justified as a risk-

management strategy—tend to impose higher financial burdens on already 

disadvantaged consumers (Fourcade and Healy 2013). Providers can, for example, 

request deposits from clients with low credit scores, without stable employment, or with 
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a criminal record (Jacobs and Crepet 2007; Oyama 2009). Penalties for late payments, 

contract termination, and service relocation can also be imposed. These risk-pricing 

practices likely have a disproportionate impact on black consumers. Blacks are more 

likely to experience involuntary job loss (Strully 2009; Wilson and McBrier 2005), 

increasing their odds of skipping payments or of having to relocate to a new job and 

break an existing contract (Phinney 2013). They are also more likely to have a criminal 

record (Pettit 2012) . Unlike for most other expenditures, I therefore expect black 

households to spend more for contract-based goods and services compared with whites. 

Because the factors leading to higher costs are not income-group specific, I expect 

spending differences for contractual goods to hold across the income distribution.  

3.2.3 The Major Household Expenditure Types 

The categories of goods and services proposed—lumpy, high-frequency, and 

contract-based goods—are ideal-types. Specific expenditures fall under more than a 

single category. In this section, I examine how the previously discussed mechanisms 

lead us to expect significant racial spending disparities for specific household 

expenditures. I focus on the six largest expenditure categories, which make up almost 

three quarters of household’s total spending on average (author’s calculation using the 

Consumer Expenditure Survey). 

Groceries. Groceries are a high-frequency purchase, which entails that 

households’ food spending is relatively constrained by the availability of nearby food 
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retail. Retail density for grocery stores varies significantly with neighborhood 

composition—indeed, food deserts are one of the best documented cases of retail 

desertification (Glanz et al. 2007; Raja, Ma, and Yadav 2008; Walker, Keane, and Burke 

2010). Food deserts are associated with both low-income and majority black 

neighborhoods (Block and Kouba 2006; Powell et al. 2007; Richardson et al. 2012; Zenk et 

al. 2005). Because food deserts impact both low-income and majority-black 

neighborhoods in similar ways, I expect racial differences in food spending to be the 

smallest at the lower end of the income distribution. Low-income white and black 

households, in other words, are expected to experience similar constraints in access to 

food retail. The association between food desertification and residential segregation net 

of neighborhood income level, however, should lead to larger racial differences in 

grocery spending for higher-income households.  

H2: Black households have lower food expenditures than white households; the 

gap is smallest for low-income households and widens for middle- and high-

income households.  

Housing. Rates of homeownership have historically been lower for blacks than 

for whites (Boehm and Schlottmann 2004; Fischer 2013; Hirschl and Rank 2010), in part 

due to differential access to credit and mortgage financing (Chomsisengphet and 

Pennington-Cross 2006; Freund 2007; Rugh and Massey 2010). Research comparing 

housing costs for black and white homeowners suggests blacks spend more than whites 

for equal (or sometimes lower) quality housing. Studies of racial steering and residential 

segregation find that black homeowners pay a monetary premium at the time of 
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purchase (Bayer et al. 2013) even though they acquire homes with significantly lower 

values (Galster and Godfrey 2005; Krivo and Kaufman 2004; Roscigno, Karafin, and 

Tester 2009). Difficulties obtaining mortgage financing for blacks have been associated 

with higher interest rates and monthly mortgage payments, especially in the lead up to 

the recent foreclosure crisis (Rugh, Albright, and Massey 2015). I therefore expect to see 

greater spending on owned housing for blacks compared with whites. I expect this 

difference to shrink as income increases, reflecting the lower liquidity constraints (and 

therefore better mortgage terms) for higher-income black families.  

H3A: Low-income black homeowners have higher owned housing expenditures 

than white homeowners; this difference shrinks as income increases. 

Rented housing is a contractual good for which various penalties can be imposed 

(Thacher 2008). Rented housing is also subject to consumer discrimination in the form of 

refusal of service (Hogan and Berry 2011; Massey and Lundy 2001; Ondrich, Stricker, 

and Yinger 1999). Both of these processes should lead black households to pay higher 

overall prices on average for lower quality units. As for contractual goods more 

generally, this difference is expected to persist across the income distribution. 

H3B: Low-, middle-, and high-income black households have higher rented 

housing expenditures than white households. 

Utilities. Electricity, water, heating fuels, and home phone services are all 

provided on a contractual basis, usually within a geographic area dominated by a single 

or limited number of suppliers. As such, utilities are particularly susceptible to the type 

of contractual fees and penalties that I argue disproportionately affect black consumers 
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across all income groups. Utilities can be subjected to costs for start of service, contract 

termination, and relocation. Utility companies can also impose penalties or request 

deposits for several reasons, including making a late payment, having a criminal record, 

being unemployed, and having poor credit. Utility expenditures are also unique in that 

they depend on the quality of housing stock, which tends to be lower for blacks 

(Friedman and Rosenbaum 2004). These factors taken together imply that black 

households will pay higher prices for utilities, net of actual differences in usage.  

H4: Low-, middle-, and high-income black households have higher utility 

expenditures than white households. 

Transportation. Personal vehicles are a lumpy good. Their purchase is therefore 

dependent on access to liquid assets and credit, which are both lower on average for 

black prospective buyers. The problem is compounded by the fact that blacks are more 

likely to experience markups when purchasing a vehicle (Ayres and Siegelman 1995; 

Morton, Zettelmeyer, and Silva-Risso 2003). Because of these barriers to access, I expect 

low-income black households to be less likely to own vehicles than low-income white 

households, leading to lower average transportation spending. As for lumpy goods 

more generally, this gap should narrow and transportation spending should equalize as 

income increases. 

H5: Low-income black households have lower transportation expenditures than 

white households; the gap shrinks as income increases. 

Healthcare. Research has shown important racial differences in access to 

healthcare, even when accounting for differences in income and health insurance 
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coverage (Smedley, Stith, and Nelson 2009; White, Haas, and Williams 2012). Residents 

of segregated neighborhoods, for instance, are less likely to have access to primary care 

providers (Gaskin et al. 2009) and to other health-related services and products 

(Morrison et al. 2000; Smith et al. 2007). Prescription drug use is lower for blacks (Gaskin 

et al. 2006), partly because of differential prescription of certain drugs by physicians 

(Roberts 2011; Tamayo-Sarver et al. 2003). Instances of racial discrimination in health 

settings—for example, the emblematic case of the Tuskegee Syphilis Experiment (Green 

et al. 1997)—also contribute to mistrust of care providers among black patients and to a 

lower willingness to seek health services (Dovidio et al. 2008; Roberts 2011). Healthcare 

also shares some of the characteristics of lumpy goods. Certain medical procedures, 

particularly elective procedures, can be prohibitively expensive for households with low 

savings and low access to credit. I therefore expect lower healthcare-related spending for 

blacks compared with whites at all income levels.  

H6: Low-, middle-, and high-income black households have lower healthcare 

expenditures than white households. 

Entertainment. Black consumers’ entertainment and leisure expenditures are 

likely influenced by both consumer discrimination and retail desertification. Black 

consumers report racial discrimination in a wide range of entertainment venues, 

especially those located in more affluent and racially mixed areas (Feagin 1991; Harris, 

Henderson, and Williams 2005b). As a result, black consumers are probably somewhat 

more likely to seek entertainment options within their own neighborhoods or to favor 
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home entertainment. Few studies examine the link between residential segregation and 

the concentration of entertainment venues. I expect, however, that retail desertification 

also exists for entertainment venues in segregated majority-black areas. As with retail 

desertification and consumer discrimination more generally, I expect the racial gap in 

entertainment expenditures to increase with income. Entertainment is also a 

discretionary type of spending that is easy to cut back when resources are low. Expected 

lower overall spending power for black households compared with whites therefore also 

implies lower entertainment expenditures. 

H7: Low-, middle-, and high-income black households have lower entertainment 

expenditures than white households; this gap increases with income 

3.3 Data  

I use data from the 2013 and 2014 household-level Interview Survey portion of 

the Consumer Expenditure Survey (CE), collected by the U.S. Census Bureau. With 

annual data available since 1980, the CE is the most complete and extensive nationally 

representative expenditure survey in the United States. The CE Interview Survey relies 

on detailed questionnaires administered in the respondent’s home by trained Census 

Bureau personnel and provides quarterly data on major household expenditures for 

which transaction records are available or which respondents are expected to be able to 

recall over extended periods of time. The Interview Survey is administered on a rotating 

panel basis. Each quarter, the Census Bureau samples approximately 7,000 households. 
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These households are then re-interviewed every three months over a full calendar year, 

for a total of four interviews.  

Although expenditure data in the CE are collected quarterly, background 

information for each household is collected in the first interview only and is then carried 

forward. Financial data are collected in the first interview, carried forward in the second 

and third interviews, and updated in the last interview (for additional details, see 

National Research Council 2013a). For modelling purposes, household characteristics 

are taken from the last available interview. The analyses pool the quarterly data from 

March 2013 to March 2015 inclusively, and use data from respondents who completed 

their final interview (using data from respondents with fewer interviews yields 

substantively similar results, but prevents the use of certain key covariates for which 

data are collected in the last interview only). A small percentage of observations were 

excluded from the analyses for reasons discussed in detail in the next subsections. The 

sample includes black and white households only (see below for definitions). The final 

analytic sample consists of 26,654 quarterly observations grouped in 9,558 households. 

3.3.1 Dependent Variables 

The dependent variables measure total quarterly out-of-pocket spending and 

quarterly out-of-pocket spending for six different spending categories. All amounts 

include applicable taxes. All dollar values (including income and wealth measures 

described in the next section) were adjusted for inflation using the BLS’s Consumer Price 
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Index (CPI-U). Because dependent variables measure quarterly spending, I use the 

monthly CPI-U index averaged over each quarter. All reported dollar values therefore 

represent constant 2015 Q1 dollars. For the healthcare spending measures, a small 

number of households reported greater refunds than expenditures, resulting in negative 

values; because our models use log transformations, I bottom code health expenditures 

at zero. Detailed definitions for all dependent variables are provided in Table 2.  

Table 2: Dependent Variables 

Variable 
% of 

total 
Description 

Total spending 100.0 Total household spending on food, housing, utilities, furniture, 

appliances, childcare, clothes, personal care, transportation, 

healthcare, health insurance, entertainment, education, reading 

material, personal insurance, pensions, alcohol, tobacco, and 

other miscellaneous expenditures  

Groceries 12.5 Food prepared and consumed at home 

Owned 

housing 

14.1 Mortgage principal and interest, homeowner’s insurance, 

property taxes, management fees, maintenance fees, service or 

repair charges paid by homeowner 

Rented 

housing 

8.6 Rent, renter’s insurance, management fees, maintenance fees, 

service or repair charges paid by renter 

Utilities 9.6 Natural gas, electricity, heating fuels, telephone, water, and 

sewage costs for owned or rented properties 

Transportation 14.1 Gasoline, diesel fuel, and motor oil, costs for new or used 

vehicle purchase, vehicle finance charges, maintenance and 

repairs, insurance, lease charges, cash down, termination fees 

for leased vehicle, driver’s license cost, rental costs, vehicle 

inspection fees, parking and tolls, GPS fees, towing charges, 

membership fees for automobile service clubs 

Healthcare 8.7 Medical and laboratory services (physicians, dentists, and eye 

care providers), hospitalization, convalescent care, prescription 

drugs, eyewear, hearing, convalescent medical equipment 

(e.g., wheelchair), and general medical supplies, health 

insurance premiums  
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Entertainment 4.5 Fees and admission for health clubs, country clubs, swimming 

pools, tennis clubs, social clubs, and other civic, service, or 

fraternal organizations; televisions, radios, and sound 

equipment; pets, toys, and playground equipment; 

miscellaneous recreational equipment (e.g., musical 

instruments, boating equipment, photography equipment, etc.) 

 

3.3.2 Independent Variable 

I use a binary indicator for non-Hispanic black households, with non-Hispanic 

white households as the reference category. Because race and ethnicity are individual-

level variables, I create a household-level variable in the following way: 1) for single-

headed households, I use the race or ethnicity of the respondent; 2) for married or 

cohabiting households, I use the race or ethnicity of both partners when these report the 

same race or ethnicity; 3) for interracial households, I use the race of the primary 

respondent, defined as the household’s primary earner (less than 4% of households fall 

under this third category). 

I interact this race variable with a three-category income-level variable. Households are 

assigned to the low-, middle-, or high-income categories based on their tertile in the 

overall (after-tax) income distribution, meaning that approximately one third of all U.S. 

households fall in each of the three income categories. The low income category includes 

all households with income below $29,840, the middle category includes all households 

with income between $29,841 and $69,456, and the top category includes all households 

with income over $69,457. 
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3.3.3 Control Variables 

I use four categories of controls: family structure, socioeconomic, housing, and 

geography. Family structure affects household spending in several ways. Larger 

households spend more, especially when the number of children in the household is 

large (Keister 2003). Marital composition of the household affects how spending 

decisions are made (Treas and Ruijter 2008) and can make certain spending needs—for 

instance, childcare for single parents—more pressing. Because family structure varies 

significantly by race (McLanahan and Percheski 2008), I include controls for family 

type—a categorical variable indicating whether the household is composed of husband 

and wife (or cohabiting partners) only, husband and wife (or cohabiting partners) and 

children, a single parent with children, a single person, or other—for the total number of 

adults in the household, for the total number of children under age 16 in the household, 

for whether anyone over age 64 currently resides in the household, and for the primary 

respondent’s age and age-squared. 

Because socioeconomic status correlates with race and with purchasing power, I 

include controls for (logged) total after-tax and after-transfer income over the last 12 

months. I use a BLS-derived variable including job earnings and income obtained from 

the following: Social Security; government programs; dividends, trusts, and estates; 

rental units and roomers/boarders; interest on bonds and deposits; private pensions and 

annuities; and scholarships and fellowships. I also include controls for the occupation of 
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the households’ primary earner (a categorical variable indicating whether the 

households’ primary earner is employed as a manager or professional; administrative 

support, technical, or sales personnel; a service worker; an operator, assembler, or 

laborer; in precision production, craft, and repair work; or is not currently working); the 

educational attainment of the households’ primary earner (a categorical variable 

indicating whether the primary respondent has no high school diploma, completed high 

school, some college, a Bachelor’s degree, or a graduate/professional degree); and the 

number of earners in the household. 

I also include several wealth and housing controls. Wealth is an important 

determinant of household spending. It represents a potential source of liquid funds for 

larger purchases, and can help households maintain their consumption levels when 

faced with an economic shock. Because black families have lower levels of wealth on 

average than white families, I include a control for overall (log) household financial 

wealth. I measure financial wealth as the sum of all household assets held in checking, 

savings, and money market accounts; certificate of deposits; financial instruments (such 

as stocks, bonds, mutual funds, annuities, trusts, royalties, and other financial assets); 

retirement accounts (such as IRAs and 401(k)s); and the surrender value of  whole life 

and other insurance policies that can be cashed or borrowed against prior to death. 

Housing arrangements affect spending (e.g., larger homes have higher utility costs) and 

purchasing power (e.g., homeownership provides tax benefits and facilitates access to 
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credit instruments). Because black families are less likely to own their homes (Flippen 

2010), I include controls for type of housing (a categorical variable indicating whether 

the respondents own their home with mortgage; own without mortgage; rent; or have a 

different arrangement [e.g., are occupying their home without payment of cash rent or 

reside in student housing]). I also control for total number of rooms (including 

bathrooms) in the respondent’s home or apartment.  

Finally, I include geographic controls to account for regional variation in prices. 

Price levels and accessibility of goods and services vary with the size of the urban 

agglomeration in which the household resides (Richardson et al. 2012). Prices also vary 

between rural and urban areas (Kaufman 1999). I control for whether households reside 

in a rural or urban area, for the size of their city or town (a categorical variable 

indicating whether households reside in an agglomeration with more than 4 million 

people, 1.2 to 4 million people, 0.33–1.19 million people, 125,000 to 329,000 people, or 

fewer than 125,000 people), and for their U.S. region of residence (a categorical variable 

indicating whether households reside in the Northeast, South, Midwest, or West). 

Because regional and agglomeration size price differences are not linear—for instance, 

large cities in the South have different price levels than large cities in the Northeast—I 

also include interactions between region and city size. Descriptive statistics for our 

variables are presented for black and white households in Table 3. 
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Table 3: Descriptive Statistics for White and Black Households, 2013-2015 

  White  Black 

 mean s.d.  mean s.d. 

Income level      

 Low-income 0.296   0.505  

 Mid-income 0.322   0.328  

 Top-income 0.382   0.167  

Demographic      

 Married 0.274   0.094  

 Married w/children 0.235   0.134  

 Single parent 0.037   0.132  

 Single 0.332   0.412  

 Other household 0.123   0.227  

 # adults 1.881 (0.922)  1.769 (0.986) 

 # children 0.425 (0.905)  0.523 (0.970) 

 Over 64 0.323   0.246  

 Age 53.73 (17.24)  50.475 (16.20) 

Socioeconomic      

 Income  72,606 (70,359)  41,390 (42,395) 

 # earners 1.21 (1.008)  1.002 (0.914) 

 No high school 0.001   0.002  

 High school 0.323   0.478  

 Some college 0.301   0.315  

 Bachelor's 0.221   0.122  

 Graduate 0.155   0.082  

 Management, professional 0.325   0.192  

 Admin support, sales 0.169   0.166  

 Service 0.108   0.185  

 Operator, assembler 0.107   0.104  

 Precision production and craft 0.012   0.008  

 Not employed 0.279   0.345  

Housing and Wealth      

 Assets (median) 801.79   0  

 Assets (mean) 148,951 (627,912)  15,594 (79,760) 

 Own (with mortgage) 0.425   0.287  

 Own (no mortgage) 0.324   0.183  

 Rent 0.241   0.511  

 Other 0.010   0.019  

 # rooms and bathrooms 7.971 (2.735)  6.91 (2.438) 



 

78 

Geography      

 Urban 0.923   0.989  

 4 million and more 0.301   0.383  

 1.2 - 4 million 0.244   0.236  

 0.33 - 1.19 million 0.058   0.098  

 125,000 - 329,000 0.266   0.169  

 <125,000 0.131   0.113  

 Northeast 0.189   0.157  

 Midwest 0.264   0.149  

 South 0.343   0.62  

 West 0.205   0.073  

N 22,747   3,907  

 

3.4 Methods 

To estimate racial differences in quarterly spending for different categories of 

expenditures, I use hierarchical linear models (HLM) with random intercepts at the 

household level.1 Formally, the model can be represented as 

 

where i indexes household-quarters, j indexes households, y is measured at the 

household-quarter level and measures total dollar amount spent for a given category of 

expenditures, RACEj and INCOMEj are both categorical variables measured at the 

                                                      

1 CE data follow a nested structure, where observations at the household-quarter level (level 1) are nested 

within households (level 2). Likelihood ratio tests indicate significant within-household variance in all total 

expenditure models, violating a key assumption of OLS regression. Failure to account for this would result 

in biased estimates. I therefore account for this error structure by using HLM regressions with random-

intercepts at the household level. Alternative solutions for within-household correlation—such as 

annualizing all quarterly data (see Kornrich and Furstenberg 2013)—yield substantively similar results.    
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household level, x is a vector of household-level controls including a set of dichotomous 

variables for year, μ is a random intercept at the household level, and ε are random 

errors. Reported R2 statistics are calculated as the proportional reduction in prediction 

error variance relative to the null model (Rabe-Hesketh and Skrondal 2012). 

3.5 Results 

3.5.1 Race and Total Spending 

Data from the CE demonstrate that black households spend less on average than 

white households: mean quarterly spending for black households was $8,387 compared 

with $13,713 for white households. Spending differences within income categories are 

also large. Low-income blacks spent $5,223 compared with $7,058 for low-income 

whites; middle-income blacks spent $9,113 (versus $11,106 for whites); and top-income 

blacks spent $16,527 (versus $21,075 for whites).  

Table 4: Nested HLM Models for Total Expenditures, 2013-2015 

 (1) (2) (3) (4) (5) 

Black                          -0.211*** -0.239*** -0.173*** -0.133*** -0.140*** 

                               (0.021) (0.020) (0.019) (0.018) (0.018) 

Mid-income × Black               0.045 0.075* 0.026 0.023 0.018 

                               (0.032) (0.030) (0.028) (0.027) (0.026) 

Top-income × Black               -0.004 0.045 0.013 0.031 0.029 

                               (0.039) (0.037) (0.034) (0.032) (0.032) 

Mid-income                     0.551*** 0.436*** 0.174*** 0.150*** 0.146*** 

                               (0.014) (0.014) (0.015) (0.015) (0.014) 

Top-income                     1.182*** 0.965*** 0.462*** 0.372*** 0.346*** 

                               (0.013) (0.015) (0.020) (0.020) (0.019) 

Married w/children              -0.024 -0.020 -0.023 -0.030* 

                                (0.017) (0.016) (0.015) (0.015) 

Single parent                   -0.133*** -0.106*** -0.089*** -0.106*** 
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                                (0.024) (0.022) (0.021) (0.021) 

Single                          -0.226*** -0.217*** -0.211*** -0.228*** 

                                (0.015) (0.014) (0.013) (0.013) 

Other household                 -0.127*** -0.094*** -0.073*** -0.086*** 

                                (0.016) (0.015) (0.015) (0.015) 

# adults                        0.057*** 0.054*** 0.042*** 0.037*** 

                                (0.008) (0.008) (0.008) (0.008) 

# children                      0.049*** 0.049*** 0.034*** 0.037*** 

                                (0.006) (0.006) (0.006) (0.006) 

Over 64                         0.032* 0.036* 0.029* 0.029* 

                                (0.016) (0.015) (0.014) (0.014) 

Age                             0.013*** 0.011*** 0.007*** 0.006*** 

                                (0.002) (0.002) (0.002) (0.001) 

Age (squared)                   -0.000*** -0.000*** -0.000*** -0.000*** 

                                (0.000) (0.000) (0.000) (0.000) 

Income (log)                     0.152*** 0.133*** 0.125*** 

                                 (0.007) (0.006) (0.006) 

# earners                        0.013 0.009 0.013 

                                 (0.007) (0.007) (0.007) 

High school                      0.165 0.107 0.070 

                                 (0.163) (0.154) (0.151) 

Some college                     0.280 0.191 0.149 

                                 (0.163) (0.154) (0.151) 

Bachelor's                       0.402* 0.294 0.237 

                                 (0.163) (0.154) (0.151) 

Graduate                         0.486** 0.367* 0.307* 

                                 (0.164) (0.155) (0.151) 

Admin support, sales             -0.060*** -0.053*** -0.050*** 

                                 (0.010) (0.010) (0.010) 

Service                          -0.057*** -0.042*** -0.040*** 

                                 (0.011) (0.011) (0.011) 

Operator, assembler              -0.057*** -0.044*** -0.031* 

                                 (0.012) (0.012) (0.012) 

Precision production and craft   0.074* 0.078* 0.080* 

                                 (0.034) (0.033) (0.033) 

Not employed                     -0.161*** -0.140*** -0.142*** 

                                 (0.015) (0.015) (0.015) 

Assets (log)                      0.018*** 0.018*** 

                                  (0.001) (0.001) 

# rooms                           0.038*** 0.041*** 
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                                  (0.002) (0.002) 

Own (no mortgage)                 -0.126*** -0.118*** 

                                  (0.011) (0.011) 

Rent                              -0.034** -0.049*** 

                                  (0.012) (0.012) 

Other                             -0.369*** -0.376*** 

                                  (0.028) (0.028) 

Urban                              -0.005 

                                   (0.022) 

1.2 - 4 million                    -0.170*** 

                                   (0.038) 

0.33 - 1.19 million                -0.187*** 

                                   (0.044) 

125,000 - 329,000                  -0.169*** 

                                   (0.024) 

<125,000                           -0.183** 

                                   (0.069) 

Midwest                            -0.050* 

                                   (0.021) 

South                              -0.094*** 

                                   (0.019) 

West                               -0.011 

                                   (0.020) 

2014                           0.028*** 0.030*** 0.032*** 0.033*** 0.034*** 

                               (0.006) (0.006) (0.006) (0.005) (0.005) 

2015                           0.013 0.018 0.021 0.025* 0.026* 

                               (0.012) (0.012) (0.012) (0.012) (0.012) 

var(μj) 0.196 0.175 0.142 0.123 0.116 

 (0.003) (0.003) (0.003) (0.002) (0.002) 

var(εij) 0.099 0.099 0.099 0.099 0.099 

 (0.001) (0.001) (0.001) (0.001) (0.001) 

R2 0.464 0.503 0.562 0.598 0.610 

BIC                         31220 30433 29020 27927 27715 

N                              26654 26654 26654 26654 26654 

Standard errors in parentheses,  *** p<.001, ** p<.01, * p<.05 

Population × Region interactions are included but not shown 
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Table 4 provides estimates from five HLM models of total expenditures as a 

function of household racial category, income level, and controls. Model 1 provides 

baseline estimates of racial differences in spending and confirms that the descriptive 

differences are statistically significant at conventional levels. The black-white gap in 

spending for low-income households is provided by the Black coefficient. The Mid-

income × Black and Top-income × Black coefficients show how the black-white gap in these 

income categories differs relative to the black-white gaps for low-income households. 

Coefficients can be interpreted as the approximate percentage point difference in dollar 

amount spent for blacks relative to whites. For example, the –0.211 coefficient for black 

households in the first model indicates that total quarterly spending for low-income 

blacks is approximately 0.81 times (e-0.211) that of low-income white households. Middle-

income blacks also spend less than middle-income whites (approximately 0.84 or e(-0.211 + 

0.045) times the amount spent by whites). The non-significant coefficient for Mid-income × 

Black and Top-income × Black indicates that the estimated racial gap for those households 

is statistically similar to the gap for low-income households (i.e., the ratios of black to 

white household spending in the middle-income and the high-income categories are not 

statistically distinguishable from 0.81).  

Model 2 introduces controls for family structure. As expected, larger families 

have higher average consumption levels. The racial gap in spending, however, remains 

negative and significant at all income levels, even when demographic differences are 



 

83 

taken into account. Model 3 introduces socioeconomic controls. Higher income, higher 

education, and higher occupational status are all positively associated with total 

spending, providing strong evidence that greater consumption levels are an important 

benefit of high social and economic status. The relative racial gap in household spending 

in Model 3 is smaller than in previous models for all income categories. This suggests 

that SES accounts for a significant part of the observed spending differences between 

black and white households. Racial gaps estimated in Model 3, however, remain 

significant and negative. The significant difference in racial spending gaps between low- 

and middle-income households in previous models is non-significant in Model 3, 

suggesting that the larger gap for middle-income households could be attributable to 

racial heterogeneity in SES within the category.  

Model 4 introduces wealth and housing-related controls, which are direct 

correlates of certain spending needs (such as rent and utilities) and of overall financial 

standing. Greater wealth is positively associated with greater total spending. 

Homeowners with mortgages spend more than both non-homeowners and homeowners 

without a mortgage. Residents of larger housing units spend more than residents of 

smaller ones. The overall racial gap in spending, however, is not accounted for by racial 

differences in wealth, homeownership or housing unit size. Finally, Model 5 introduces 

geographic controls, which take into account regional variation in prices. Interactions 

between region and agglomeration size are included in the model but are not shown in 
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the table. I find that geographic differences in household location do not account for 

racial differences in spending. Overall, the results from Table 4 suggest that households 

in more privileged social locations spend more than households in less privileged 

positions. The ability to increase consumption is one of the important advantages 

conferred by high class and high status positions.  

The estimates from Table 4 allow a test of H1. The results show that black 

households at all income levels have lower consumption levels than white households, 

even when core socioeconomic and demographic differences are taken into account. 

Predicted values from the full model (Model 5) indicate that black households spend 

between to $1,232 (for bottom earners), and $1,402 (for top earners) less than white 

households each quarter.  

3.5.2 Specific Expenditures: Making Ends Meet 

I now turn to hypotheses H2 through H7 by examining racial differences in 

spending for the six largest household expenditure categories: housing, utilities, 

groceries, transportation, healthcare, and entertainment. Together, these expenditures 

represent between 80% (for low-income black households) and 65% (for high-income 

white households) of total household spending. To facilitate interpretation, results are 

presented in Figure 5 in the form of predicted ratios of black to white spending at each 

income level for each dependent variable. Predicted ratios are computed from full 
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models and include all control variables. Coefficient estimates for all models are 

provided as an appendix (see Table A4). 

 

Figure 5: Predicted Ratio of Black to White Quarterly Spending, by Income Level 
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Predicted black-white ratios for spending on groceries provide support for H2. 

Predicted spending from the full model shows that the racial gap in food spending is 

smallest for low-income households. Predicted spending ratios also show that the 

estimated racial gap increases for household with greater income.  

Estimates of racial differences in expenditures and outlays related to owned 

housing provide no support for H3A. Contrary to expectations, estimated spending 

ratios show that low- and middle-income black homeowners spend less on owned 

housing than white homeowners on average. No racial gap is found among high-income 

households. In light of earlier research, these findings are surprising. One potential 

explanation is that our statistical model does not adequately capture differences in 

housing quality. Differences in housing value and quality between black and white 

homeowners at low- and middle-income levels could be so large that black homeowners 

end up spending significantly less on mortgages and property taxes relative to white 

homeowners, even when their already documented higher spending relative to quality 

is taken into account. In the absence of detailed measures of housing quality, however, 

this interpretation remains tentative. 

For renters, estimates provide no evidence of higher costs for blacks than for 

whites. The estimates provide no support for H3B. Predicted gaps where obtained from 

an analytic sample restricted to renters and indicate that at all income levels, black and 

white renters spend similar amounts on rented housing. These estimates, however, 
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should not be interpreted as straightforward evidence of equal access to rental housing 

for blacks and whites. It could be the case, for instance, that black renters pay similar 

amounts than white renters, but for much lower-quality apartments. Because our data 

do not capture variation in the quality of rental housing stock, I cannot test this proposal 

directly. 

Predicted black-white differences in utility expenditures provide support for H4. 

Because utility expenditures are contract-based, I proposed that various ancillary fees 

and penalties would lead to higher spending for blacks at all income levels. Our 

estimates reveal substantial differences in utility spending between blacks and whites. 

For the lowest third of the income distribution, black households spend around 20% 

more than white households every quarter. The gap for middle is smaller but remains 

significant, with blacks spending approximately 12% more than whites. For top earners, 

I find a gap of a similar magnitude (11% more for blacks than whites), but the estimate is 

not statistically significant (p = 0.08). The magnitude of the coefficient and the size of its 

standard error suggest, however, that this may be due to uncertainty in the estimate, 

rather than an actual parity for top income households.    

Predicted black-white differences in transportation expenditures support H5. 

Low-income blacks spend much less than low-income whites on private transportation 

(about 37%). The gap is smaller (about 78%) but remains significant for middle-income 

households. The estimate for top-income households is relatively uncertain, suggesting 
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either parity or higher spending for black households. These patterns are consistent with 

the proposed liquidity-constraint mechanism. Supplemental analyses (not shown) show 

that black households spend greater amounts than white households on used vehicles 

(despite the lower total), which supports the argument that lower access to liquidity 

encourages black households to rely on cheaper, lower-quality alternatives at a greater 

rate than white households.  

Predicted black-white spending ratios for health-related spending provide 

support for H6. Estimates indicate large relative gaps in out-of-pocket health spending 

(including health insurance) between blacks and whites at all income levels. Predicted 

values from the model indicate that blacks only spend between approximately half (for 

low- and middle-income households) and two-thirds (for high-income households) the 

amount spent by whites on healthcare every quarter. Given blacks’ poorer average 

health status and greater need for medical care (Williams et al. 2010), these differences in 

healthcare spending are particularly striking.  

Predicted spending on entertainment for blacks and whites provides support for 

H7. Our results show that on average black households at all income levels spend 

significantly less than similar white households on out-of-home entertainment 

(approximately half of what white households spending at all income levels). These 

spending patterns are consistent with the posited consumer discrimination and retail 

desertification mechanisms. 
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3.6 Conclusion 

Income and wealth disparities by race in the United States have been extensively 

documented. Inequalities in access to consumption, however, remain relatively 

unexplored. In this paper, I argued that black households experience significant 

constraints in their ability to acquire certain goods and services relative to whites, net of 

differences in income and wealth. Retail desertification in racially segregated 

neighborhoods, restricted access to affordable credit for blacks, and consumer racial 

discrimination, I argued, result in lower overall spending for black households at all 

income levels, even when other primary determinants of household spending are taken 

into account. 

Drawing on racial stratification research, I expected black households to spend 

less than whites on certain types of goods and services (those requiring significant 

liquidity and those for which customers tend to rely on local providers) and to spend 

more on others (those provided on a contractual basis where fees and penalties can be 

imposed on consumers). I also expected that for each type of goods, racial gaps would 

vary depending on households’ position in the income distribution. For goods and 

services purchased on credit, I expected the gap to diminish with income. For goods and 

services purchased frequently and locally, I expected the gap to increase with income. 

For contractual goods and services, I expected a relatively constant gap across all income 

groups. These general expectations allowed us to derive formal hypotheses describing 
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expected pattern of racial differences in spending for specific goods and services and 

across income groups. 

To test these hypotheses, I used 2013 and 2014 data from the Consumer 

Expenditure Survey. I estimated models of racial differences in spending for total 

household spending, as well as spending on the largest categories of household 

expenditures (groceries, housing, utilities, transportation, healthcare, and 

entertainment). Our findings indicate that sizable gaps in consumption exists between 

white and black households in the United States, with black households consuming 

considerably less than socioeconomically comparable white households on average. 

Although a portion of this gap was explained by racial differences in economic status 

and demographic characteristics, controlling for the main determinants of household 

spending did not eliminate racial gaps in consumption. At a theoretical level, this entails 

that racial inequalities in access to goods and services are even more pronounced than 

disparities in income or wealth alone suggest.  

I then turned to differences in expenditures for specific goods and services. Our 

findings were broadly consistent with the proposed hypotheses. For purchases requiring 

significant amounts of money to be paid up front (e.g., vehicles), I found that low-

income blacks spent much less than low-income whites. In most cases, this gap shrank 

or disappeared for higher income households. Racial gaps in spending for frequently 

purchased goods and services (e.g., groceries) and for nonessential spending (e.g. 
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entertainment) tended to be smallest for low-income households and to increase with 

income, which I interpret as reflecting white households’ greater access to higher-end 

consumer markets. Goods obtained through long-terms contracts were an important 

exception to the overall trend of lower black spending. For these goods (i.e., for utilities, 

but—surprisingly—not for housing), I found that blacks spent more than whites, a trend 

I attribute to color-blind but racially biased risk-pricing strategies on the part of the 

providers. 

Overall, our results suggest that stratification processes unfolding in consumer 

markets play an important and autonomous role in generating racial inequality in the 

Unites States. Mechanisms specific to consumer markets operate in such a way that 

households in different social locations are not be able to achieve the same level of 

material wellbeing for the same amount of money, even when socioeconomic status or 

demographic characteristics are equal. As Zelizer (2005b) notes, economic sociologists 

have tended to neglect consumption as an important object of study and a key site in the 

production of social stratification. It is our hope that the analyses provided here will 

encourage the further development of an economic sociology of consumption. If access 

to consumption plays an independent role in processes of social stratification, as our 

analyses strongly suggest, efforts to reduce economic inequalities will have to take into 

account the specific mechanisms leading to differential consumption outcomes. Even if 

racial inequalities in earnings and savings in the United States were to be fully 
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eliminated, the inequalities that arise when households spend their money entail that 

some disparities in wellbeing would still remain.  

Besides the proposed mechanisms, other factors could potentially explain some 

of the observed racial disparities in household spending. Given the large racial 

disparities in arrest and incarceration rates, costs imposed by the criminal justice system 

are a potential candidate (Harris, Evans, and Beckett 2010; Lee and Ruiz 2011). Credit 

finance charges—particularly for credit obtained through fringe banking institutions—

are another type of expense that disproportionately affects blacks and that could 

contribute to this disparity (Skeel 2004). Debt repayment obligations that 

disproportionately affect blacks (e.g., student loans) could also contribute to racial 

disparities in spending (Jackson and Reynolds 2013; Price 2004). Data in the Consumer 

Expenditure Survey, however, do not allow straightforward tests of these hypotheses.    

Our findings suggest important potential avenues for future research. The role of 

retail desertification in generating racial consumption disparities could be estimated 

directly by using neighborhood-level data on retail and commercial density. Analyses of 

retail density for major metropolitan areas have already shown lower concentrations of 

goods and services providers in majority black neighborhoods (Small and McDermott 

2006). Linking retail density data (e.g., the Census Bureau’s Business Patterns data) with 

geographically-identified household-level consumption data (e.g., from the Panel 
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Survey of Income Dynamics) could provide scholars with a better understanding of the 

mechanisms driving consumption deficits. 

The role of access to credit in generating racial disparities in consumption could 

also be explored more directly by taking advantage of regional variation in the 

availability of consumer credit. Research on subprime mortgage lending has shown that 

blacks were more likely than whites to turn to subprime lenders for their credit needs, a 

phenomenon that is likely attributable to blacks’ lower access to financial services in the 

first place (Rugh and Massey 2010). Similar high-costs markets for smaller consumer 

loans—collectively known as fringe banking—have developed over the last few decades 

and appear to be disproportionately used by black consumers (Barr 2012; Caskey 1994). 

Having access to even predatory consumer lending might help black households 

increase their overall consumption levels, especially for essential goods and services. 

Because legal access to several forms of predatory consumer lending—including payday 

lending and car-title lending—is determined at the state level, careful comparisons of 

household spending across states could allow researchers to study this question in 

greater detail. 
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4. Predatory Lending in Consumer Credit Markets: 
Payday Loans and Racial Financial Exclusion 

Black families in the United States have greater difficulty than others when it 

comes to obtaining different forms of credit (Charles, Hurst, and Stephens 2008; Cohen-

Cole 2011; Hanson et al. 2016). Recent work suggests that black families’ relative 

exclusion from mainstream credit opportunities has encouraged the development of a 

subprime lending sector disproportionately targeting black households with high-cost 

and high-risk loans. This process has been extensively documented in mortgage lending 

(Rugh and Massey 2010; Williams, Nesiba, and McConnell 2005) and has had substantial 

negative consequences for black families’ wellbeing (Rugh, Albright, and Massey 2015). 

In this paper, I argue that this process of predatory inclusion—whereby members of a 

marginalized social group are provided with access to a good, service, or opportunity 

from which they have previously been excluded, but under conditions that jeopardize 

the benefits of that access—is not unique to mortgage markets. Predatory lending 

disproportionately targeting black households also exists in the consumer lending 

sector.  

The most important subprime credit product in the consumer lending sector is 

arguably payday lending. Payday loans provide borrowers with short-term unsecured 

cash loans, without requiring a credit check. Several consumer protection organizations 

have argued that payday loans are a form of predatory lending that traps borrowers in 
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difficult-to-escape debt cycles (Fox 2004; Montezemolo 2013). Yet in spite of their 

potential risk, evidence suggests that payday loans are a very popular credit product. 

Payday lending outlets, for instance, outnumber Starbucks storefronts in the United 

States (Zinman 2010). Here, I propose that payday lending has become a primary source 

of consumer credit for households experiencing barriers in access to other types of 

consumer loans. Much like subprime mortgages in the early 2000s, this argument entails 

that payday loans are a racialized credit product and are disproportionately used by 

black households with few other credit options. This argument stands in contrast with 

more prevalent arguments about payday lending that see it as a result of poor financial 

literacy and deliberately opaque lending terms (Bertrand and Morse 2011; Warren 2008) 

or as a lending source of last resort only (Bhutta, Skiba, and Tobacman 2015). 

To examine this argument, I study the impact of access to payday loans on black 

and white households’ spending levels. Black households in the United States have 

lower overall spending levels than whites, net of racial disparities in income and wealth 

(Charron-Chénier, Fink, and Keister 2017). Disparities in access to credit have been 

proposed as a potential explanation for this racial spending gap, but this argument 

remains untested. If payday loans acts as a primary source of consumer credit for a 

significant portion of black , we should observe that black households with access to 

payday loans are able to increase their total spending levels relative to white 

households. Importantly, we should also observe that higher spending for black 
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households with access to payday lending is driven primarily by higher spending on 

essential goods and services.  

Estimating the impact of access to payday lending on household spending levels 

is not straightforward, however. Data sources that collect information on households’ 

payday borrowing habits tend not to collect detailed information on households’ 

spending habits, and vice versa. To study the effect of access to payday lending on 

household spending levels, I rely on an indirect measurement strategy that combines 

household-level spending data from the Consumer Expenditure Survey with state-level 

data on payday lending regulation obtained from various sources. To ensure robust 

conclusions, I implement two different identification strategies, one relying on between-

state variation in payday lending laws and the other relying on within-state variation. 

Results from hierarchical linear models of household spending suggest that black 

households with access to payday loans are able to increase their consumption levels 

relative to whites, and that this increase is found primarily for essential categories of 

spending. These results support the paper’s argument that payday lending is a 

racialized credit product providing predatory inclusion similar to that provided by 

subprime mortgage loans prior to the financial crisis. 

4.1 Credit in the United States 

For the majority of American households, pursuing upward mobility depends 

heavily on access to affordable credit (Cohen 2003a; Trumbull 2014). In the absence of 
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comprehensive welfare policies providing access to higher education, health care, and 

income security in older age, American households have to rely on credit to obtain 

access to core tools of social mobility, like housing and a college degree. This 

“credit/welfare tradeoff” (Prasad 2012a) has had important consequences for inequality 

in the United States. Dependence on credit for housing and education access makes 

these mobility tools more difficult to obtain for low-income and racially marginalized 

individuals. Prior to 1950, Federal Housing Administration (FHA) underwriting 

guidelines—which were adopted as the industry standard by private lenders—explicitly 

discouraged mortgage lending in majority-black and racially mixed neighborhoods 

(Cohen 2003a; Freund 2007). Despite efforts to eliminate racial discrimination in lending 

(like the Fair Housing Act of 1968), evidence suggests that black families continue to 

experience significant barriers in access to mortgage lending (Hanson et al. 2016; Ross et 

al. 2008).  

These different forms of income- and race-based exclusion from mainstream 

borrowing opportunities have created favorable conditions for the development of a 

predatory sector in mortgage lending. In response to changes in lending regulations 

initiated in the early 1990s, a growing subprime lending industry has emerged that 

provides high-cost loans to financially vulnerable borrowers (Chomsisengphet and 

Pennington-Cross 2006; Kim 2015). These subprime mortgages lenders 

disproportionately targeted families of color (Pfeffer, Danziger, and Schoeni 2013; Rugh 
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and Massey 2010). While subprime mortgages initially allowed many black families to 

purchase a house for the first time (Jaffee 2009), predatory lending conditions combined 

with a downturn in housing prices led to massive asset loss and home foreclosures for 

black subprime borrowers. While this process of “predatory inclusion” (Seamster and 

Charron-Chénier 2017) has been extensively documented for mortgage lending, I argue 

that similar dynamics are currently unfolding in a different and relatively overlooked 

financial sector: consumer credit. 

With recent increases in income inequality, evidence suggests that more and 

more households need to rely on consumer debt to support day-to-day spending and 

make ends meet (Barba and Pivetti 2009). Access to consumer credit, however, is not 

equal across social groups. Black households in particular have poorer access to banks—

a primary provider of consumer credit. Bank mergers and branch closures since the mid-

1970s led to a shift in bank locations away from low-income and majority black urban 

areas in favor of higher-income white suburbs (Avery et al. 1997; Caskey 1994; Graves 

2003). As a result, majority-black neighborhoods currently have lower densities of banks 

and credit unions than majority-white neighborhoods, even when neighborhood income 

levels are taken into account (Small and McDermott 2006). Even when traditional 

banking services are available, increased eligibility thresholds (like minimum balances 

or credit score requirements) make access more difficult for low-income and racially 

marginalized households (Barr 2012). Evidence of persistent racial discrimination in 
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consumer credit markets also exists in the form of higher interest rates and greater 

rejections rates for black borrowers relative to similar white borrowers (Charles, Hurst, 

and Stephens 2008; Cohen-Cole 2011). 

These barriers in access to consumer credit for black families suggest that 

opportunities for racialized predatory lending similar to those found in mortgage 

markets also likely exist in the consumer lending industry. In the consumer banking 

sector, institutions that target the subprime market segment—like pawnshops, cash 

checking outlets, car title lenders, rent-to-own stores, and tax refund anticipation 

lenders—are collectively known as alternative financial services providers (AFSP). 

AFSPs tend to locate in areas that are underserved by traditional banks (Smith, Wackes, 

and Smith 2013; Smith, Smith, and Wackes 2008), and where residents have lower than 

average credit scores (Prager 2014). Evidence suggests that AFSPs are also found in 

areas with higher levels of subprime mortgage lending (Dunham and Foster 2015). 

Importantly, AFSP users also tend to be disproportionately black (Barr 2012; Johnson 

and Johnson 1998; Logan and Weller 2009), which is consistent with patterns of racial 

disparities in access to traditional banks. Of the different AFSPs found in the United 

States, one in particular has recently been singled out for concern by researchers and 

policy makers alike: payday lending.  

Payday loans are unsecured cash loans of a few hundred dollars usually due 

within a few weeks of issuance. To obtain a loan, borrowers must prove that they have a 
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checking account and a steady income source (employment earnings, retirement income, 

or government benefits, for example). Payday lenders do not require information on 

borrowers’ credit score and do not report transactions to credit scoring agencies (Bhutta 

2014). Once a loan is approved, borrowers must provide lenders with a post-dated check 

(or a withdrawal authorization) for the amount of the loan. Borrowers must also pay 

lending fees, which are usually between $10 and $20 per $100 borrowed. Borrowers who 

cannot repay their loans will usually face bounced check fees from their bank and must 

renew their loan with the payday lender, which entails a new set of lending fees. 

Delinquent loans are eventually sold to a collection agency (this description draws 

primarily from Bhutta, Skiba, and Tobacman 2015).  

Several consumer protections organizations have argued that payday loans are a 

form of predatory lending. Their high cost and balloon loan structure mean that payday 

loans represent a relatively high risk for borrowers. Borrowers who fail to meet 

repayment deadlines can find themselves owing several times the borrowed amount 

and can as a result become delinquent on other payments, lose their bank accounts 

because of repeated bounced checks, and undergo costly debt collection procedures 

(Lim et al. 2014; Martin 2010; Melzer 2011; Montezemolo 2013; Stegman and Faris 2003). 

Yet, their unique role as a subprime substitute for unsecured revolving credit also means 

that payday loans act as a last-resort source of liquidity for individuals who have 

exhausted other credit options (Bhutta, Skiba, and Tobacman 2015; Lawrence and 
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Elliehausen 2008). Unlike pawnshops and car-title lenders, payday lenders do not 

require using consumer durables as collateral. Unlike rent-to-own stores, payday loans 

are not tied to specific purchases. These differences mean that in many ways, payday 

loans are the closest subprime substitute for the unsecured revolving credit normally 

obtained through a credit card. 

Research on payday lending has tended to focus on only a few broad research 

questions. Besides efforts to evaluate the overall effect of payday loan use on borrowers’ 

financial health (Bhutta 2014; Melzer 2011; Morse 2011) and to determine what factors 

influence payday lenders’ geographic location (Barth et al. 2016; Prager 2014), scholars 

have focused primarily on determining whether payday loan use is driven by lack of 

financial knowledge (Agarwal, Skiba, and Tobacman 2009b; Bertrand and Morse 2011; 

Lusardi and Mitchell 2014). While clear conclusions have yet to emerge from this 

research, available studies tend to suggest that financial literacy is a relatively weak 

determinant of payday loan usage (Bertrand and Morse 2011) and that payday loans 

may help individuals avoid even worse financial outcomes, such as having to rely on 

overdrafts or having to declare bankruptcy (Morgan and Strain 2008; Morgan, Strain, 

and Seblani 2012; but see Skiba and Tobacman 2009 for opposite evidence). 

Research on payday loan usage suggests that payday borrowing is also quite 

common. Payday lending storefronts in the United States outnumber Starbucks and 

McDonald’s locations, and their annual loan volume is greater than the annual amounts 
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transferred through food stamps or the earned income tax credit (EITC) individually 

(Zinman 2010). Borrowers typically use multiple payday loans every year, with the 

modal number estimated at over 14 (Lawrence and Elliehausen 2008), and the average at 

close to 8, for an annual total of over $2,000 borrowed (Pew Charitable Trusts 2012). This 

evidence suggests that payday loans likely occupy an important position in the current 

financial landscape, one that is unlikely to be supported solely by the uninformed 

borrowing decisions of financially illiterate consumers.  

In this paper, I argue that in spite of their high cost and high risk, payday loans 

have become a primary source of consumer credit for households experiencing 

exclusion from more traditional financial service providers. As such, payday loans 

represent a form of predatory inclusion similar to that offered by subprime mortgage 

lending in the early 2000s. Given previously discussed patterns of racial financial 

exclusion in the United States, this argument entails that payday lending serves as a 

major source of credit for a significant portion of black families. Descriptive patterns of 

payday loan use in nationally representative samples are consistent with this argument. 

Data from the Survey of Consumer Finances (SCF) indicate that in 2013, nearly 1 out of 

every 10 black households had used a payday loan—or slightly more than three times 

the borrowing rate for white households (author’s calculation, adjusting for sampling 

design using SCF weights). 



 

103 

To estimate the importance of payday lending as a source of consumer credit for 

black families, I propose to examine the impact of access to payday lending on black 

households’ consumption patterns. Specifically, I propose to answer the following 

research question:  

Is access to payday lending associated with higher total household expenditures 

for black households?  

 Recent research has shown that black households have lower total consumption 

levels than white households, even net of racial disparities in income and wealth 

(Charron-Chénier, Fink, and Keister 2017). This same research argues that racial 

disparities in total household spending levels are likely caused by racial disparities in 

access to credit. This argument, however, remains untested. Here, I argue that 1) if black 

households have lower spending levels relative to socioeconomically similar white 

households because of racial disparities in access to credit and 2) payday lending 

functions as a significant source of consumer credit for financially excluded households, 

then we should observe that black households with access to payday loans are able to 

sustain higher total spending levels than black households without access to payday 

lending. Given the racialized nature of financial exclusion in the United States, this 

argument also entails that we should also observe little to no association between access 

to payday lending and total household spending levels for white households. 

If payday loans are a primary source of credit for a significant portion of black 

households, we should also observe that these loans are used primarily to support 
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purchases of essential goods and services, rather than as a means to increase non-

essential or luxury consumption. To examine this, I answer the following research 

question.  

For what specific types of expenditures is there a positive association between 

access to payday lending and expenditures levels for black households? 

If consumer credit is an increasingly important means of supporting day-to-day 

spending, and payday loans have become a primary source of credit for a significant 

portion of black households, then we should observe that access to payday lending is 

associated with higher spending levels for frequent purchases of daily essentials (like 

groceries), for recurring transactions determined through formal contract (like rent or 

insurance payments), and for emergency spending (like medical spending). By contrast, 

we should observe little to no association between access to payday lending and non-

essential categories of spending (like home electronics or alcohol).   

4.2 Research Design 

In the absence of readily available micro-level data on payday lending in the 

United States, researchers interested in studying payday loans have typically opted for 

one of two alternative approaches. The first approach consists of collecting new data on 

individual payday borrowers, usually through a close research partnership with payday 

industry partners. This approach prioritizes precise measurement of treatment and 

outcomes, but as a tradeoff must rely primarily on non-representative samples. It also 

entails significant data collection efforts. As examples of this approach, several studies 
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rely on a combination of customer surveys and administrative data obtained from 

payday lenders (Agarwal, Skiba, and Tobacman 2009b; Bertrand and Morse 2011; 

Bhutta, Skiba, and Tobacman 2015). These studies often have policy evaluation goals 

and usually include an experimental component. As such, lack of national 

representativeness does not represent a major threat to their validity. Because the aim of 

the current study is to make inferences about the effects of payday lending for the actual 

U.S. population, however, relying on non-representative samples of payday borrowers 

is not a viable option.  

The second approach to studying issues related to payday lending is to rely on 

readily available nationally-representative survey data that provide information on 

outcomes of interest (for example, bankruptcy rates), but that do not measure payday 

loan usage or access. Analysts opting for this approach must then create indirect 

measures of access to payday lending that can be used in their dataset of choice. In 

several cases, researchers have measured payday lending access by using state-level 

variation in the legal status of payday loans (Barth et al. 2016; Lamichhane et al. 2012; 

Morgan, Strain, and Seblani 2012). To answer the questions proposed in the previous 

section, I rely on this approach. To ensure that the conclusions I draw are robust, I 

implement two different identification strategies—one relying on between-state 

variation in payday lending laws, the other relying on within-state variation.  
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4.2.1 Between-State Comparisons 

To estimate the effect of access to payday lending on black and white 

households’ ability to spend, I first compare expenditures for black and white 

households across states that allow and states that prohibit payday lending. I do so by 

estimating a hierarchical linear model (HLM) of the form 

 

 

where household spending in y at the household-quarter level is modelled as a function 

of payday loan legal status at the state level (Allowed), race of the household (Black), an 

interaction of both, and two sets of controls at the household (xjk) and state (zk) levels. 

The model also includes a constant in α, random intercepts at the household (μk) and 

state (μjk) levels, and an error term at the household-quarter level (εijk). Details on 

variable construction and on the data used to estimate the models are provided below.  

 

4.2.2 Within-State Comparisons 

The association between access to payday lending and household spending 

levels can also be estimated using within-state variation in payday loan laws. Since 

2003—the earliest date for which complete information on payday lending laws can be 

found (see below)—seven states and the District of Columbia banned payday lending on 
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their territory. Researchers have used this as an opportunity to estimate the effect of 

payday access by comparing outcomes for state residents prior to and after regulatory 

changes (Bhutta 2014; Campbell, Martínez-Jerez, and Tufano 2012; Morgan, Strain, and 

Seblani 2012; Zinman 2010). Here, I adopt a similar research design and implement a 

difference-in-difference model comparing the pre- and post-ban difference in spending 

for households living in a state that imposed a payday loan ban (Georgia, see discussion 

below) to contemporaneous differences in spending for households living in nearby 

states that did not change their payday loan laws  (see Table 5). Given data restrictions, 

these spending differences are measured within state, but between households. This 

model is of the following form 

 

 

where Ban is a binary variable indicating whether expenditure data for a given 

household was collected after Georgia’ payday loan ban and Georgia indicates whether 

the household resides in Georgia. The difference-in-difference estimate (i.e., the amount 

by which spending for households living in Georgia fell relative to households living in 

the comparison states) is given by β6 for white households and β6 + β7 for black 
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households. Other variables are defined as previously. Further details on variable 

construction are provided below. 

Table 5: Difference-in-Difference Estimation Strategy 

 
Before Ban 

 
After Ban 

 
Difference 

Georgia yt[0] 
 

yt[1] 
 

yt = yt[0] – yt[1] 

Control yc[0] 
 

yc[1] 
 

yc = yc[0] – yc[1] 

Note: difference-in-difference estimate is given by yt – yc 

 

4.2.3 Potential Issues 

Before turning to data and analyses, I address three potential problems that 

could arise from using state-level variation in payday loan regulation as a proxy 

measure of households’ payday loan access. The first is that if payday borrowing is rare 

or if borrowed amounts are small, their effect on average black or white household 

spending may be too small to be detectable by the models. As discussed above, 

however, payday lending is relatively widespread, and borrowed amounts are fairly 

large. If we assume that only households residing in states where payday lending is 

legal are actually at risk of borrowing (an assumption discussed next), the 2013 SCF data 

reported above imply a payday loan usage rate for eligible households close to 4.0% for 

white households and to 12.7% for black households. With payday loan usage rates this 

large, their effect on household spending should be discernible using the models 

specified above.  
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The second potential problem is that state-level regulation may only provide a 

weak signal of differences in households’ access to payday loans. State regulation, for 

example, may go unenforced and have only weak effects of the supply of payday loans. 

Available research suggests, however, that state laws have a significant and 

substantively large effect on the availability of payday lending in a given state. Barth et 

al. (2016), for example, find that payday lending storefronts essentially disappear in 

states where the practice is banned. Similar findings are reported by Bhutta (2014) and 

Morgan and Strain (2008). Available estimates of payday loan usage as a function of 

state laws suggest that relative to those living in a state where payday loans are banned, 

households living in states which allow payday loans have about 170% greater odds of 

having taken out a payday loan (Pew Charitable Trusts 2012). State regulation is 

therefore a valid proxy for payday loan access at the state level.  

The last potential problem with using state-level variation in payday lending 

laws is that state laws may still poorly capture the effect of access to payday lending if 

substitute credit sources are readily available. Research suggests that this is not the case, 

however. Research by Pew (2012) shows that online payday lending—arguably the 

closest substitute to storefront lending—is rare overall and is not more frequent in states 

were storefront lending is banned. The same Pew report finds that would-be payday 

borrowers do not turn to other alternative financial services providers, largely because 

their credit products are not similar enough to payday loans. Fewer than 15% of payday 
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borrowers say they would turn to an online payday loan, a pawnshop, or a car-title loan 

if payday loans were unavailable (Zinman 2010, using an Oregon-based sample). The 

main alternative to payday loans appears to be overdraft protection (i.e., banks offering 

to cover bounced checks for a fee) and the number of checks bounced in a given state 

indeed increases following a payday loan ban (Campbell, Martínez-Jerez, and Tufano 

2012; Morgan, Strain, and Seblani 2012; Zinman 2010). Bounced checks are much more 

expensive than payday loans however (Morgan, Strain, and Seblani 2012) and are 

responsible for almost all involuntary bank account closures (Campbell, Martínez-Jerez, 

and Tufano 2012). They are therefore a poor and at best temporary substitute for payday 

loans, rather than a viable alternative. Payday loans, in other words, do not have close 

substitutes. A ban on payday loans means a reduction in access to credit, rather than a 

shift towards another source of credit. 

4.3 Data 

Household-level data for this study are obtained from the Consumer 

Expenditure Survey (CE), available from the U.S. Bureau of Labor Statistics. The CE is 

administered to a nationally representative sample of approximately 7,000 U.S. 

households and provides data on all major household expenditures and outlays. 

Household are interviewed every quarter over a full calendar year. Expenditure and 

outlay data are updated at every interview. Detailed demographic and socioeconomic 

data for each household are collected in the first interview only and updated once in the 
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final interview. This results in a complex data structure where expenditures and outlays 

are reported at the household-quarter level and socioeconomic and demographic 

characteristics are reported at the household level (for additional information, consult 

National Research Council 2013a). State of residence identifiers are provided for 

households residing in agglomerations of more than 125,000 inhabitants. Residents of 

smaller agglomerations are therefore excluded from analyses (these excluded 

households represent approximately 12% of the full CE sample). 

State-level data for this study are obtained from various sources. Quarterly data 

on state tax revenue were obtained from the Census Bureau’s Quarterly Summary of 

State and Local Government Tax Revenue. Annual data on state per capita income and 

population were obtained from the Personal Income Summary series of the Regional 

Income Division of the U.S. Department of Commerce’s Bureau of Economic Analysis. 

Monthly Temporary Assistance for Needy Families (TANF) enrollment data were 

obtained from the Office of Family Assistance (OFA), which operates under the U.S. 

Department of Health and Human Services. Consumer Price Index data were obtained 

from the Bureau of Labor Statistics’ Current Series Annual CPI for all urban consumers 

(not seasonally adjusted). Note that the CPI is not strictly speaking a state-level variable, 

but is matched to the CE data on the basis of households’ region of residence, city size 

class, and (when available) metropolitan region of residence. 
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Data on the legal status of payday lending across states were obtained from a 

variety of sources. Payday lending data for 2008, 2009, and 2010 were obtained from the 

Small Dollar Loan Products Scorecards (2008) and the Small Dollar Loan Products 

Scorecards—Updated (2010) published online by the Consumers Union, the National 

Consumer Law Center, and the Consumer Federation of America. Data for 2011 were 

obtained from the National Conference of State Legislatures’ Payday Lending State 

Statutes. Payday lending data for 2012 were obtained from the Pew Charitable Trusts’ 

State Payday Loan Regulation and Usage Rates report. Data for 2013 were obtained from the 

State of Lending in America (2013) report published online by the Center for Responsible 

Lending. Payday lending data for 2014 and 2015 are available from the Consumer 

Federation of America’s website. Data on payday legal status for 2006 and 2007 were 

obtained from Bhutta (2014), which was also used to validate data for 2008 to 2012. Data 

prior to 2006 were obtained from Morgan, Strain, and Seblani (2012). Payday lending 

regulation data for 2009 to 2014 period were also made available to the author by the 

National Conference of State Legislatures and were used for validation purposes. 

Between-state models were estimated using household-level data covering the 

period from March 2003 to March 2015 inclusively. Households with missing values on 

any of the model variables, reporting no or negative spending, or reporting spending 

more than 10 times their annual income were excluded from the sample. Military 

households were also excluded because federal law prohibits payday lending to military 
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personnel (sample sizes do not allow using these household as an alternative 

identification strategy). The final sample for between-state models includes 221,324 

household-quarters. 

For within-state models, seven states plus the District of Columbia banned 

payday loan during the period for which household-level data are available. Two of 

these states (Arkansas and Montana) are not observed in the CE. North Carolina is not 

observed after 2005 (its ban was in December 2005). For four of the five remaining states, 

samples sizes are too small for modelling purposes (fewer than 50 black households are 

observed in any given year in Arizona, New Hampshire, West Virginia, and D.C.). The 

only state with a sufficiently large sample (between 600 and 1,600 households 

depending on the year) is Georgia. Within-state models therefore rely on the Georgia 

data. Similar analyses relying on Georgia’s payday loan ban were implemented by 

Campbell, Martínez-Jerez, and Tufano (2012). Data from nearby states where payday 

lending remained legal throughout the period are used for computing difference-in-

difference estimates (Florida, Alabama, and South Carolina). Georgia’s payday loan ban 

went into effect in May 2004 (Morgan, Strain, and Seblani 2012). The final sample for the 

difference in difference models includes 1,284 household-quarters. 

4.3.1 Dependent Variables  

The dependent variable for between- and within-state models of total household 

spending is (log) total quarterly household spending, defined as the sum all household 
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expenditures and outlays measured in the CE. This includes all households spending on 

food and beverages; housing and home furnishings; transportation; clothing and 

accessories; health care and health insurance; education; entertainment; charitable 

contributions and cash transfers to other households; personal insurance; and 

contributions to retirement pensions. The measure does not include active savings (other 

than through personal insurance and retirement pensions) and does not include credit 

borrowing fees (such as fees paid to payday lenders). The BLS estimates that this total 

spending and outlay measure captures more than 95% of all household spending.  

Dependent variables for between- and within-state models of specific categories 

of spending fall into four sets. The first set includes two variables that measure quarterly 

household spending on frequent but relatively small essential purchases. The variables 

used are food spending and spending on gas. The second set includes four variables that 

measure quarterly spending on essential goods and services delivered on a contractual 

basis for which households are required to make recurrent payments. The variables used 

measure spending on housing (rent and mortgage payments), spending on electricity, 

spending on car insurance, and spending on health insurance. The third set includes two 

variables that measure quarterly household spending on non-recurrent purchases likely 

made in response to a specific crisis. The variables used measure spending on car repairs 

and out-of-pocket spending for health care. The final set includes four variables that 

measure quarterly non-essential or luxury spending.  The variables used measure 
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spending on alcohol, on tobacco products, on jewelry and personal accessories, and on 

entertainment. A full description of each variable is available in table 6. 

Table 6: Specific Spending Categories 

Essentials   

Food Food prepared and consumed at home; food purchased at restaurants, 

cafes, cafeterias, fast food places, school, and catered affairs 

Gas  Gasoline, diesel fuel, and motor oil 

Housing Mortgage principal and interest, homeowner’s insurance, property 

taxes, management fees, maintenance fees, service or repair charges 

paid by homeowner ; rent, renter’s insurance, management fees, 

maintenance fees, service or repair charges paid by renter 

Electricity Electricity costs paid by household on rented or owned property 

Car insurance Vehicle insurance 

Health 

insurance 

Health insurance premiums (including Blue Cross/Blue Shields, 

Medicare, Medicare supplements, and Long Term Care insurance) and 

health service plan costs (including preferred provider plans and 

HMOs) paid by the household  

Car repairs Parts and labor costs for all vehicle repairs and maintenance (e.g., brake 

repairs, body work, cooling system repairs, tire change and alignment, 

battery change, etc.)  

Health care Prescription, drugs ; medical and laboratory services (physicians, 

dentists, and eye care providers), hospitalization, convalescent care, 

eyewear, hearing, convalescent medical equipment (e.g., wheelchair), 

and general medical supplies 

Non-essentials  

Alcohol Alcoholic beverage purchased for home consumption; alcoholic 

beverages purchased at bars, restaurants, cafes, cafeterias, fast food 

places, and other venues 

Tobacco Cigarettes, cigars, pipe tobacco, and other tobacco products 

Jewelry Jewelry and watches [CE variable also includes luggage cost; clothes 

alteration, tailoring, rental, storage, dry-cleaning, and repair costs] 

Entertainment  Televisions, radios, consumer electronics, and sound equipment; pets, 

toys, and playground equipment; miscellaneous recreational 

equipment (e.g., musical instruments, boating equipment, photography 

equipment, etc.); fees and admission for health clubs, country clubs, 

swimming pools, tennis clubs, social clubs, and other civic, service, or 

fraternal organizations 
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4.3.2 Independent Variables 

All models use race and payday lending legal status as independent variables. To 

obtain a household-level measure of race, I create a categorical variable indicating 

whether the head of the household (for single-headed household) or both the head of 

household and their spouse (for married or cohabiting households) report being non-

Hispanic white [reference category] or non-Hispanic black. Over 95% of households in 

the overall CE sample are either singled-headed or have same-race spouses. Payday 

lending laws for all states fall into three categories: allowed, allowed with restrictions, and 

prohibited. Examples of restrictions include limits to the number of concurrent loans a 

person can hold, to loan fees, and to the number of times a borrower is allowed to roll-

over unpaid loans. For modelling purposes, states where loans are allowed with 

restrictions were collapsed with the states where payday loans are allowed without 

restriction to create a binary variable indicating whether loans are allowed or prohibited.  

Within-state models include a binary variable indicating whether households’ 

expenditure data were collected prior to or after the payday loan ban. Models presented 

in tables and figures use a one quarter time window, meaning that estimates are 

obtained by comparing households who were interviewed in the quarter before the ban 

to households interviewed in the quarter after the ban. Data from the quarter in which 

the ban is enacted are not used in the within-state models.  
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4.3.3 Control Variables 

All models include controls for several household-level characteristics. I control 

for households’ (log) after tax yearly income (using fifth interview values when 

available), their size (the total number of children under 16 years old, and total number 

of adults 16 years of age and older), family type (whether the household is composed of 

husband and wife only [reference category]; husband and wife and children; a single 

parent with children; a single person; or other), and for age of household heads. I control 

for educational attainment (whether the primary earner has at most a high school 

diploma [reference category]; attended college but did not graduate or graduated with 

an Associate’s degree; graduated with a bachelor’s; or graduated with a graduate or 

professional degree), and for occupational status (whether the households’ primary 

earner is employed as a manager or professional [reference category]; as administrative 

support, technical, or sales personnel; as a service worker;  in precision production, craft, 

and repair work; as an operator, assembler, or laborer; in farming or forestry work; is 

currently not working; or is currently retired). As a proxy measure of wealth, I control 

for housing tenure (whether the household owns its home and currently pays a 

mortgage [reference category]; owns but does not pay a mortgage; rents; or has another 

type of housing tenure). 

Between-state models also control for certain state-level characteristics that could 

influence spending levels for households residing in those states. I measure general 
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economic status using state annual per capita income. I measure welfare state generosity 

by proxy by using monthly per capita TANF caseloads (including caseloads for any 

separate state-level programs). Because CE measures of expenditures include taxes, I 

also control for state sales taxes and state gasoline taxes using total quarterly state tax 

revenue for these two categories of taxes. Because tax revenue is a function of both the 

tax rate (i.e., the variable of interest) and total spending, I standardize tax revenue by 

total state income. The tax measures therefore represent tax revenue per dollar of 

income earned in the state. All state level variables are logged.   

All models also control for cost-of-living using the CPI-U, for region of the 

country (Northeast [reference category]; South; Midwest; or West), and for the size of 

the household’s city of residence (more than 4 million people [reference category]; 1.2 to 

4 million people; 0.33–1.19 million people; or 125,000 to 329,000 people). Between-state 

models control for the year and quarter in which households were interviewed.  

4.4 Results 

4.4.1 Total Spending  

Table 7 shows coefficient estimates from three between-state model estimating 

the association between access to payday lending and total household spending. The 

first model includes interaction terms and main effects, plus a control for household 

income, for the Consumer Price Index, and fixed-effects for the year and quarter in 

which households’ expenditure data were collected. The second model adds all other 
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household-level controls, and the third model adds all other state-level controls. 

Estimates from the full model suggest that access to payday lending is associated with 

significantly higher total quarterly spending for black households (0.009 + 0.030 = 0.039, 

p =  0.003). The model also indicates that the relationship between access to payday 

lending and total quarterly household spending is not significant for white households 

(0.009, p = 0.437). The difference in the estimated effect of access to payday lending on 

total household spending across black and white households is also statistically 

significant (0.030, p = 0.001).  

Table 8 shows coefficient estimates from the within-state models. The first 

column of Table 8 provides estimates from a HLM model that includes only interaction 

terms and their main effect. The second column provides estimates from a model that 

also includes all household-level control variables. Both models include a random-

intercept at the household-level (significance testing on the variance of a state-level 

random intercept suggests that such an intercept does not need to be fit in the model). 

The difference-in-difference estimate from the reduced model suggest that the payday 

lending ban in Georgia was associated with a statistically significant drop in black 

households’ total spending (–0.292 + 0.055 = –0.238, p = 0.015). Estimates from the full 

model suggest the same substantive conclusion (–0.217 + 0.033 = –0.184, p = 0.032). By 

contrast, coefficient estimates from the within-state models suggest no association 

between the payday loan ban and total spending levels for white households, using 
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either the reduced model specification (0.055, p = 0.367) or the full model specification 

(0.033, p = 0.547). 

Table 7: HLM Coefficient Estimates for Between-State Model of Total Quarterly 

Spending 

                               Model 1 Model 2 Model 3 

(full) 

Allowed                        -0.023* 0.000 0.009 

                               (0.012) (0.011) (0.011) 

Black                          -0.121*** -0.123*** -0.124*** 

                               (0.008) (0.008) (0.008) 

Allowed x Black                0.029** 0.030*** 0.030*** 

                               (0.010) (0.009) (0.009) 

Household income (log)         0.833*** 0.561*** 0.561*** 

                               (0.002) (0.003) (0.003) 

Age                             0.019*** 0.019*** 

                                (0.002) (0.002) 

# adults                        0.054*** 0.054*** 

                                (0.002) (0.002) 

# children                      0.042*** 0.043*** 

                                (0.002) (0.002) 

Family type                       

Married w/children              -0.015** -0.015** 

                                (0.005) (0.005) 

Single parent                   -0.069*** -0.069*** 

                                (0.007) (0.007) 

Single                          -0.194*** -0.195*** 

                                (0.005) (0.005) 

Other household                 -0.068*** -0.068*** 

                                (0.005) (0.005) 

Education                         

High school                     0.081*** 0.081*** 

                                (0.005) (0.005) 

Some College                    0.153*** 0.153*** 

                                (0.005) (0.005) 

B.A.                            0.223*** 0.223*** 

                                (0.006) (0.006) 

Graduate Degree                 0.281*** 0.281*** 
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                                (0.006) (0.006) 

Occupation                        

Admin support, sales            -0.033*** -0.033*** 

                                (0.003) (0.003) 

Service                         -0.054*** -0.054*** 

                                (0.004) (0.004) 

Operator, assembler             -0.019*** -0.019*** 

                                (0.005) (0.005) 

Precision production and craft  -0.046*** -0.046*** 

                                (0.004) (0.004) 

Farming                         -0.012 -0.012 

                                (0.015) (0.015) 

Not employed                    -0.179*** -0.179*** 

                                (0.005) (0.005) 

Retired                         -0.118*** -0.118*** 

                                (0.005) (0.005) 

Housing tenure                    

Own (no mortgage)               -0.215*** -0.215*** 

                                (0.004) (0.004) 

Rent                            -0.200*** -0.200*** 

                                (0.004) (0.004) 

Occupy without pay              -0.513*** -0.513*** 

                                (0.010) (0.010) 

Student housing                 -1.102*** -1.102*** 

                                (0.020) (0.020) 

TANF (log)                       -0.006 

                                 (0.004) 

Sales tax (log)                  -0.003 

                                 (0.004) 

Fuel tax (log)                   0.003* 

                                 (0.002) 

State income (log)               0.031*** 

                                 (0.006) 

CPI                            0.029*** -0.015** -0.016** 

                               (0.002) (0.005) (0.005) 

Region                            

Midwest                         -0.046* -0.032 

                                (0.019) (0.019) 

South                           -0.048*** -0.035* 

                                (0.014) (0.014) 
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West                            0.041* 0.055** 

                                (0.020) (0.020) 

Population                        

Pop (1.2M-4M)                   -0.064*** -0.063*** 

                                (0.005) (0.005) 

Pop (0.33M-1.2M)                -0.119*** -0.118*** 

                                (0.011) (0.011) 

Pop (0.12M-0.33M)               -0.135*** -0.134*** 

                                (0.010) (0.010) 

Pop (330,000 - 125,000)         -0.146*** -0.147*** 

                                (0.013) (0.013) 

Constant                       9.056*** 9.215*** 9.237*** 

                               (0.014) (0.016) (0.016) 

BIC                        210477 192749 192767 

N                              221324 221324 221324 

 

 

Results from the between- and within-state models provide support for the same 

substantive conclusion:  access to payday loans measured at the state-level is associated 

with higher spending levels for black households, but has no association with spending 

levels for white households. These findings are consistent with the proposed argument 

that black households’ relative exclusion from traditional credit markets has encouraged 

a large portion of black households to rely on predatory forms of consumer lending as a 

primary source of credit. These findings are also consistent with the argument that the 

racial consumption gap identified by Charron-Chénier, Fink, and Keister (2017) is 

caused in part by racial disparities in access to consumer credit. The estimates from both 

the between- and the within-state model suggest that where access to payday loans—a 
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form of consumer credit disproportionately used by black families—is legal, the racial 

gap in spending is narrower than where access to payday loan is illegal. 

Table 8: HLM Coefficient Estimates for Difference-in-Difference Models of Total 

Quarterly Spending 

                               Model 1 Model 2 

(full) 

Payday ban                     0.002 -0.014 

                               (0.030) (0.026) 

Black                          -0.438*** -0.175*** 

                               (0.072) (0.052) 

Georgia                        -0.031 -0.078 

                               (0.067) (0.047) 

Payday ban × Black             0.113 0.086 

                               (0.069) (0.060) 

Black × Georgia                0.101 0.095 

                               (0.122) (0.084) 

Georgia × Payday ban           0.055 0.033 

                               (0.061) (0.054) 

Georgia × Payday ban × Black   -0.292* -0.217* 

                               (0.115) (0.102) 

Household income (log)          0.506*** 

                                (0.029) 

Age                             0.001 

                                (0.021) 

# adults                        0.057* 

                                (0.025) 

# children                      0.042* 

                                (0.020) 

Family type                      

Married w/children              0.023 

                                (0.053) 

Single parent                   -0.120 

                                (0.069) 

Single                          -0.205*** 

                                (0.047) 

Other household                 -0.062 

                                (0.047) 
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Education                        

High school                     0.075 

                                (0.044) 

Some College                    0.165*** 

                                (0.046) 

B.A.                            0.183*** 

                                (0.053) 

Graduate Degree                 0.224*** 

                                (0.063) 

Occupation                       

Admin support, sales            -0.024 

                                (0.036) 

Service                         -0.048 

                                (0.048) 

Operator, assembler             -0.009 

                                (0.068) 

Precision production and craft  -0.046 

                                (0.057) 

Farming                         -0.055 

                                (0.227) 

Not employed                    -0.208** 

                                (0.068) 

Retired                         -0.117* 

                                (0.055) 

Housing tenure                   

Own (no mortgage)               -0.232*** 

                                (0.036) 

Rent                            -0.194*** 

                                (0.038) 

Occupy without pay              -0.640** 

                                (0.216) 

Constant                       8.953*** 9.088*** 

                               (0.032) (0.060) 

BIC                            2503 1699 

N                              1284 1284 
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4.4.2 Specific Expenditure Categories Models 

Results from all between-state HLM models of specific expenditures are presented in 

Figure 6 (coefficient estimates are available as an appendix, see Table A5 and Table A6). 

The figure displays the estimated effect of access to payday lending for black households 

on (log) spending for each category of expenditures (β1 + β3). These estimates suggest a 

positive and statistically significant association between access to payday loans and 

spending levels for six of the eight essential spending categories considered. For black 

households, access to payday lending is associated with higher spending on gas ( 0.312, 

p < 0.001), housing ( 0.067, p = 0.003 ), electricity (0.226, p < 0.001), car insurance (0.378, p 

< 0.001), health insurance (0.262, p < 0.001), and car repairs (0.266, p < 0.001). No 

significant effect is found for food spending (p = 0.718) and out-of-pocket health care 

spending (p = 0.984). For non-essential categories of spending, model estimates suggest 

no statistically significant association between access to payday loans and black 

households’ spending levels. This conclusion holds for all four measures of non-

essential spending. 
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Figure 6: Estimated Marginal Effects of Access to Payday Lending for Black 

Households, Between-State Models 

Results from all within-state HLM models of specific expenditures do not yield 

firm conclusions. Large standard errors combined with relatively small magnitude of 

effects result in statistically non-significant estimates for all but one of the spending 

categories (health care, –1.001, p = 0.050). Lack of consistency across within- and 

between- states models suggest that caution is necessary when drawing substantive 

conclusions. Results from between-state models are generally consistent with the 

proposed argument. Black households living in states where payday loans are legal tend 

to have higher spending levels primarily for essential spending categories. 

Substantively, the model suggests that payday loans are used for two main purposes: 

meeting recurrent financial obligations (rent/mortgage costs, insurance premiums, and 
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utility bill), and maintaining a working vehicle (gas, car repairs, and car insurance). 

Access to payday loans has no association with non-essential spending or with the type 

of spending Charles, Hurst, and Roussanov (2009) identify as measures of “conspicuous 

consumption”. These findings, however, could not be reproduced using difference-in-

difference models and should be considered tentative until replicated in further 

investigation. 

 

Figure 7: Estimated Marginal Effects of a Payday Lending Ban for Black Households, 

Within-State Models 

4.5 Conclusion 

American households need credit to manage risk, pursue upward mobility, and, 

increasingly, support day-to-day consumption (Barba and Pivetti 2009; Prasad 2012a; 

Trumbull 2014). Access to credit, however, is not equal across social groups. Black 
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households in particular experience barriers in access to various credit tools (Cohen-

Cole 2011; Small and McDermott 2006). These barriers have created opportunities for the 

emergence of non-traditional financial institutions offering alternative credit products 

that provide financially excluded households with a needed service, but at significantly 

higher cost and risk. These predatory forms of credit have brought about a shift in racial 

economic inequality from market exclusion to market exploitation (Fourcade and Healy 

2013; Sharp and Hall 2014), something that has been thoroughly documented in the case 

of subprime mortgage lending (Rugh and Massey 2010; Williams, Nesiba, and 

McConnell 2005). In this paper, I argued that a similar dynamic also exist in consumer 

credit markets where predatory lending has taken the form of payday loans.  

Payday loans are a relatively unique financial product that offers unsecured 

consumer credit without requiring proof of borrowers’ creditworthiness. Research on 

payday loans has proposed that their popularity is due in large part to potential 

borrowers’ poor financial literacy, which leads borrowers to believe payday loans are a 

better quality credit product than they actually are (Bertrand and Morse 2011; Lusardi 

and Mitchell 2014). In this paper, by contrast, I argue that payday loans’ popularity 

stems from the fact that they meet a real credit need for financially marginalized 

households. Payday lenders, in other words, thrive by providing predatory inclusion 

into consumer credit markets—they provide a real service to households that need it, 

but do so in a way that allows them to derive significant profit from financially 
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vulnerable populations. Given patterns of racial inequality in access to affordable credit, 

this argument entails that payday loans are disproportionately used by black 

households, primarily as a means to maintain access to essential goods and services. 

To examine the role of payday lending as a source of credit for black households, 

I proposed to evaluate the effect of access to payday lending on black and white 

households’ spending patterns. Research on racial disparities in spending indicates that 

black households have lower overall consumption  levels than white households, and 

disparities in access to credit have been proposed as a potential explanation for this 

disparity (Charron-Chénier, Fink, and Keister 2017). Using household expenditures data 

from the Consumer Expenditure Survey and data on the legality of payday lending 

across states, this paper examined whether access to payday loans was associated with 

greater average spending levels for black households. To better understand how 

households actually use payday loans, this paper also investigated the association 

between access to payday loans and black households’ spending levels for several 

categories of essential and non-essential spending.  

Results from HLM models of household spending suggest several substantive 

conclusions. First, black households with access to payday loans are able to increase 

their total consumption levels relative to black households without access to payday 

loans, and relative to white households. Second, the association between access to 

payday loans and higher household spending is limited to black households. Total 
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spending for white households shows no evidence of variation across state-level access 

to payday lending. Third, evidence suggests that black households use payday lending 

primarily to meet recurrent financial commitments and to maintain access to private 

transportation. Evidence for this third conclusion, however, is weaker than for the first 

two and needs to be confirmed through additional research. Overall, these conclusions 

are consistent with the argument that payday lending is a racialized credit product that 

serves as a primary source of consumer credit for the disproportionately black segment 

of the population that experiences exclusion from more traditional sources of credit. 

Payday lending, in other words, appears to reproduce patterns of predatory inclusion 

observed in mortgage markets prior to the foreclosure crisis. 

The analyses presented are not an argument against regulation of the payday 

lending industry or in favor of an expansion of the subprime sector in consumer credit. 

But they do suggest that payday loans meet a real need for credit and that efforts to 

curtail them need to be accompanied by efforts to increase credit access for financially 

marginalized groups. Eliminating payday lending without providing adequate non-

predatory substitutes would likely have a negative impact on black households’ ability 

to meet their daily needs. As an alternative test of the argument presented here, future 

research should examine the effect of geographic proximity to predatory lending 

institutions on racial gaps in household consumption at the neighborhood-level. Given 

that Latinos in the United States—and undocumented individuals especially—face 
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barriers similar to blacks in terms of access to quality credit, examining the effects of 

access to payday loans for Latino household would also help validate and extend the 

arguments presented here. 
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5. Conclusion 

Racial economic inequality is a major social concern in the United States. 

Sociological research on the issue has focused primarily on understanding disparities in 

the process of earning and accumulating money (i.e., income and wealth). Much less 

clear, however, is what happens when individuals try to spend the money they already 

have. At similar income and wealth levels, can blacks and whites acquire the same 

quantity and quality of goods and services? My dissertation investigates this question by 

examining racial inequality in consumer market outcomes. Over the past thirty years, 

economic sociologists have argued that economic markets are complex social institutions 

that contribute to generating social inequality. This insight, however, has been relatively 

confined to the study of labor and production markets. As Zelizer (2005a) has pointed 

out, economic sociologists have generally overlooked consumer markets as a major 

component of contemporary economic lives. Consumption has instead been studied 

primarily from a cultural perspective highlighting use of good and services as markers 

of cultural capital and social distinction (DiMaggio 1987; Peterson and Kern 1996). This 

cultural sociology of consumption has made key contributions to the study of inequality, 

but also misses important stratification processes unfolding in consumer markets. 

In this dissertation, I address this gap by laying the theoretical and empirical 

groundwork for an economic sociology of consumption that examines social structural 

sources of inequality in black and white households’ ability to acquire goods and 
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services. Across the chapters of this dissertation, I examined racial inequality in the 

acquisition of everyday necessities like food, health care, electricity, and transportation. 

Overall, this work pursues three main overarching goals. First, it proposes a critique of 

prevalent cultural approaches to the study of consumption in sociology and outlines an 

alternative approach grounded in economic sociology. Second,  it empirically 

demonstrates that access to goods and services is unequal across racial groups, net of 

variation in standard determinants of consumption like income, wealth, education, and 

household composition. Third, it proposes and empirically tests one potential 

institutional explanation for these racial consumption disparities. Overall, this research 

opens up a new substantive approach to the study of racial inequality, one that 

examines households’ ability to acquire goods and services, rather than their ability to 

accumulate income or savings. 

5.1 Chapter contributions 

In the first substantive chapter of this dissertation, I outline a framework for an 

economic sociology of consumption that aims to study social structural sources of 

constraints in households’ ability to use their money to fulfill practical goals. To this 

effect, I propose a general empirical approach for studying both practical and cultural 

consumption. Drawing on theoretical work in the anthropology of consumption 

(Douglas and Isherwood 1979; Douglas and Ney 1998), chapter 2 proposes a 

classification scheme that summarizes households’ overall consumption trends using 
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spending on four broad consumption bundles. Using data from the Consumer 

Expenditure Survey (CES) and models of household demand and spending shares for 

these bundles, I show that explanatory variables favored by cultural sociologists of 

consumption (cultural capital and social status) explain only a small portion of variation 

in household spending. Economic position, these analyses show, is a much more 

important predictor of household spending patterns. In future work, this proposed 

framework will allow me to empirically investigate the impact of different stratification 

mechanisms on households’ ability to consume.   

In the second substantive chapter, I argue that various and often nominally race 

neutral mechanisms constrain black households’ access to goods and services relative to 

whites. These mechanisms, I propose, interact with social class in complex ways, leading 

to persistent racial disparities in consumption across the income distribution. Using 

household expenditure data from the CES, I show that black households have 

considerably lower total consumption levels than white households. Importantly, I also 

show that racial disparities in socioeconomic status and family structure do not account 

for observed racial disparities in spending. This strongly suggests that racial inequality 

in consumption is caused by broader social structural factors.  

Building on this work, the final substantive chapter examines one potential cause 

of consumption inequality: racial disparities in access to credit. Credit is an extremely 

important financial tool. At its core, credit is a contractual agreement that allows 
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individuals to spend money they do not currently have. Access to credit is unequal 

across racial groups, with blacks reporting greater difficulties obtaining credit than 

socioeconomically similar whites. In chapter 4, I therefore investigate the impact of 

access to consumer credit on racial disparities in household consumption. Because 

access to consumer credit is not well measured in the CES, my analyses rely on an 

indirect geographic measure of credit availability. Using hierarchical linear models and 

difference-in-difference causal identification strategies, I examine how black and white 

households’ consumption levels vary with the availability of payday loans in their state 

of residence. My analyses show that, despite its predatory nature, access to payday 

lending allows black households to increase their consumption levels relative to white 

households. This not only shows that racial disparities in access to credit is one of the 

drivers of the racial consumption gap, but it also suggests that patterns of racialized 

predatory lending similar to those found in subprime mortgage markets prior to 2007 

presently exist in the consumer lending sector.  

5.2 Future research 

This dissertation provides groundwork for future research examining how 

various social institutions impact different social groups’ ability to acquire goods and 

services at a given income level. Research on retail redlining has shown that the 

availability of retail and service amenities varies significantly with a neighborhood’s 

racial composition (Powell et al. 2007; Schuetz, Kolko, and Meltzer 2012; Small and 
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McDermott 2006). The effect this has on households’ ability to spend, however, has not 

been examined in depth. Using geospatial data from the Panel Study of Income 

Dynamics (PSID), future research should examine the effect of retail redlining on black 

and white households’ access to goods and services. Data on the number, type, and size 

of retail and service establishments is available from the Census Bureau’s Zip Code 

Business Patterns dataset (ZBP), and could be used to develop a typology of retail 

environments and examine its effect on black and white households’ spending burdens 

for specific essential goods and services. 

Black households’ apparent disproportionate use of payday lending should also 

be investigated further. Research on payday lending has tended to focus on individual-

level explanations for their popularity, such as poor financial literacy and unexpected 

financial emergencies (Agarwal, Skiba, and Tobacman 2009a; Bertrand and Morse 2011). 

These explanations, however, are likely insufficient for explaining the large racial 

disparity in payday loan use. In particular, I propose that disparities in payday 

borrowing are likely caused in large part by systematic constraints in black households’ 

access to standard sources of consumer credit. To evaluate this argument, future 

research can use data from the Survey of Consumer Finances (SCF), which provides 

information on payday borrowing; on individual beliefs, preferences, and knowledge of 

credit; on household financial distress and credit burdens; and on households’ access to 

traditional credit tools. This information will allow future work to test the relative role of 
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poor financial literacy, emergency borrowing, and constraints to credit access as 

potential explanations of payday borrowing. 

Future research should also examine the role of non-market institutions in 

restricting black households’ ability to acquire goods and services. Recent work suggests 

that having a criminal record restricts individuals’ access to important services, 

particularly those provided by public institutions that keep formal records like hospitals 

and schools (Brayne 2014). A criminal record, however, can also restrict individuals’ 

access to private, market-provided resources. Importantly, landlords can use criminal 

background checks to turn away potential renters (Thacher 2008). This likely skews 

individuals’ housing options toward more expensive or lower quality units, which likely 

has consequences for utilities and insurance costs. The physical location of this housing 

may also have consequences on broader access to retail and services. To investigate 

these issues, future research can use data on individual arrest and incarceration history 

from the PSID’s Childhood Retrospective Circumstances Study and Transition to 

Adulthood supplement, and use it in conjunction with measures of household 

expenditures and access to retail and services from the PSID and the ZBP to determine 

the impact of mass incarceration on racial consumption inequality. 

Finally, consumer market inequality is unlikely to be articulated exclusively on a 

black/white axis. Hispanics in the United States face structural constraints that likely 

restrict their access to goods and services. Foreign-born and undocumented Hispanics in 
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particular may experience legal barriers to consumption—for example, the inability to 

obtain a driver’s license, to enroll in a post-secondary educational institution, or to 

obtain a credit through formal financial institutions—which may limit their ability to 

consume relative to both whites and blacks. Important heterogeneities in socioeconomic 

attainment, nativity, ethnicity, and documentation status among the Hispanic and Asian 

population as well as variation across states in laws pertaining to documented and 

undocumented migrants’ economic rights could allow for rigorous tests of mechanisms 

that generate consumption deficits. Future research should therefore also examine the 

consumer market experience of other, non-black racial and ethnic groups. 
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Appendix A: Supplementary Tables 

Table A1: Predicted Elasticities and Budget Shares by Income Level, Full HLM and 

GLM Models 

 Ey, x  %y 

 Core  Time  Sociability  Investment  Core  Time  Sociability  Investment 

Income                 

-2σ 0.708  1.226  1.084  0.831  0.542  0.130  0.132  0.137 

 (0.009)  (0.027)  (0.025)  (0.022)  (0.003)  (0.002)  (0.002)  (0.002) 

-1σ 0.599  1.267  1.134  0.855  0.493  0.150  0.137  0.174 

 (0.005)  (0.016)  (0.015)  (0.013)  (0.002)  (0.001)  (0.001)  (0.001) 

  x̄ 0.489  1.308  1.183  0.878  0.406  0.161  0.152  0.226 

 (0.004)  (0.011)  (0.011)  (0.009)  (0.001)  (0.001)  (0.001)  (0.001) 

1σ 0.380  1.349  1.233  0.901  0.291  0.164  0.180  0.299 

 (0.006)  (0.018)  (0.017)  (0.015)  (0.001)  (0.001)  (0.001)  (0.002) 

2σ 0.271  1.391  1.282  0.925  0.174  0.156  0.224  0.396 

 (0.009)  (0.029)  (0.027)  (0.024)  (0.002)  (0.002)  (0.003)  (0.004) 

Shared letter indicates that estimates are not significantly different at the 0.05 level, for within-model pairwise 

comparisons 

 

Table A2: Predicted Budget Shares by Education, Full GLM Models 

 Core  Time  Sociability  Investment  

Education          

No high school 0.459  0.151  0.129  0.196  

 (0.003)  (0.002)  (0.001)  (0.002)  

High school 0.427  0.163  0.141  0.214  

 (0.002)  (0.001)  (0.001)  (0.002)  

Some college 0.396 A 0.168  0.155  0.229  

 (0.002)  (0.001)  (0.001)  (0.001)  

College 0.394 A 0.158 A 0.163  0.240 A 

 (0.002)  (0.001)  (0.001)  (0.002)  

Graduate Degree 0.385  0.157 A 0.172  0.237 A 

 (0.003)  (0.002)  (0.002)  (0.002)  

Shared letter indicates that estimates are not significantly different at the 0.05 level,  

for within-model pairwise comparisons 
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Table A3: Predicted Budget Shares by Occupation, Full GLM Models 

 Core  Time  Sociability  Investment  

Education          

No high school 0.459  0.151  0.129  0.196  

 (0.003)  (0.002)  (0.001)  (0.002)  

High school 0.427  0.163  0.141  0.214  

 (0.002)  (0.001)  (0.001)  (0.002)  

Some college 0.396 A 0.168  0.155  0.229  

 (0.002)  (0.001)  (0.001)  (0.001)  

College 0.394 A 0.158 A 0.163  0.240 A 

 (0.002)  (0.001)  (0.001)  (0.002)  

Graduate Degree 0.385  0.157 A 0.172  0.237 A 

 (0.003)  (0.002)  (0.002)  (0.002)  

Shared letter indicates that estimates are not significantly different at the 0.05 level,  

for within-model pairwise comparisons 

 

 

Table A4: Full HLM Models for Specific Expenditures, 2013-2015 

 Groceries 
Owned 

Housing 

Rented 

Housing 
Utilities Transport Health Entertainment 

Black                          -0.092** -0.382*** -0.074  0.173*** -0.985*** -0.694*** -0.543*** 

                               (0.029) (0.078) (0.068) (0.040) (0.073) (0.086) (0.070) 

Mid-income × Black               -0.035  0.229* -0.006 -0.058  0.740***  0.096  0.016 

                               (0.042) (0.107) (0.107) (0.058) (0.108) (0.126) (0.103) 

Top-income × Black               -0.074  0.334**  0.082 -0.066  1.113***  0.421**  0.077 

                               (0.051) (0.111) (0.182) (0.071) (0.131) (0.153) (0.125) 

Mid-income                      0.076***  0.182***  0.355***  0.200***  0.454***  0.283***  0.388*** 

                               (0.023) (0.049) (0.069) (0.032) (0.059) (0.069) (0.056) 

Top-income                      0.116***  0.368***  0.485***  0.198***  0.347***  0.334***  0.672*** 

                               (0.031) (0.066) (0.101) (0.043) (0.080) (0.093) (0.076) 

Married w/children              0.083***  0.093*  0.020  0.076* -0.046  0.187**  0.080 

                               (0.024) (0.040) (0.099) (0.031) (0.055) (0.070) (0.058) 

Single parent                  -0.118***  0.055 -0.128  0.141** -0.209** -0.470***  0.014 

                               (0.034) (0.074) (0.104) (0.045) (0.081) (0.100) (0.083) 

Single                         -0.373***  0.036 -0.126 -0.223*** -0.681*** -0.580*** -0.257*** 

                               (0.021) (0.039) (0.083) (0.028) (0.051) (0.062) (0.051) 

Other household                -0.022  0.014 -0.096  0.071* -0.112* -0.173*  0.021 

                               (0.024) (0.042) (0.086) (0.031) (0.055) (0.069) (0.057) 

# adults                        0.101*** -0.068**  0.016  0.065***  0.029  0.031 -0.054 

                               (0.013) (0.021) (0.043) (0.016) (0.028) (0.036) (0.030) 

# children                      0.094***  0.047** -0.016  0.074*** -0.043*  0.080**  0.055* 

                               (0.009) (0.017) (0.030) (0.012) (0.022) (0.027) (0.022) 
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Over 64                         0.035  0.017 -0.174*  0.038  0.151**  0.866***  0.103 

                               (0.023) (0.038) (0.087) (0.029) (0.052) (0.066) (0.055) 

Age                             0.027***  0.010 -0.000  0.048***  0.045***  0.066***  0.032*** 

                               (0.002) (0.006) (0.007) (0.003) (0.006) (0.007) (0.006) 

Age (squared)                  -0.000*** -0.000***  0.000 -0.000*** -0.001*** -0.000*** -0.000*** 

                               (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Income (log)                    0.063***  0.185***  0.105***  0.104***  0.240***  0.361***  0.181*** 

                               (0.010) (0.024) (0.027) (0.014) (0.026) (0.031) (0.025) 

# earners                      -0.014  0.003  0.037 -0.007  0.027 -0.028  0.018 

                               (0.012) (0.017) (0.041) (0.013) (0.023) (0.032) (0.027) 

High school                    -0.416 -0.496 -0.094  1.040**  2.161***  0.786  0.370 

                               (0.242) (1.047) (0.477) (0.338) (0.628) (0.729) (0.594) 

Some college                   -0.389 -0.355 -0.052  0.993**  2.464***  1.018  0.480 

                               (0.242) (1.047) (0.478) (0.338) (0.628) (0.729) (0.595) 

Bachelor's                     -0.343 -0.212  0.098  1.013**  2.410***  1.211  0.559 

                               (0.243) (1.047) (0.479) (0.338) (0.629) (0.730) (0.595) 

Graduate                       -0.328 -0.191  0.240  0.997**  2.414***  1.200  0.587 

                               (0.243) (1.047) (0.483) (0.339) (0.629) (0.731) (0.596) 

Admin support, sales           -0.026 -0.052* -0.030  0.020  0.007 -0.001 -0.121** 

                               (0.017) (0.025) (0.048) (0.019) (0.031) (0.045) (0.038) 

Service                         0.010 -0.057* -0.029 -0.001  0.022 -0.204*** -0.116** 

                               (0.019) (0.028) (0.053) (0.021) (0.035) (0.050) (0.042) 

Operator, assembler             0.005 -0.032 -0.104 -0.015 -0.018 -0.229*** -0.109* 

                               (0.021) (0.030) (0.062) (0.023) (0.038) (0.055) (0.046) 

Precision production  0.095 -0.147  0.132  0.158*  0.405*** -1.215***  0.222 

                               (0.055) (0.098) (0.136) (0.065) (0.111) (0.151) (0.127) 

Not employed                   -0.036 -0.166*** -0.087 -0.032 -0.300*** -0.009 -0.044 

                               (0.025) (0.038) (0.077) (0.029) (0.049) (0.068) (0.057) 

Assets (log)                   -0.002  0.009***  0.010  0.006**  0.040***  0.053***  0.054*** 

                               (0.001) (0.003) (0.005) (0.002) (0.003) (0.004) (0.003) 

# rooms                         0.014***  0.089*** -0.007  0.050***  0.062*** -0.007  0.068*** 

                               (0.003) (0.006) (0.011) (0.004) (0.008) (0.009) (0.007) 

Own (no mortgage)               0.023   -0.021 -0.045 -0.005 -0.094* 

                               (0.017)   (0.023) (0.042) (0.051) (0.042) 

Rent                           -0.088***   -0.534*** -0.583*** -0.594*** -0.276*** 

                               (0.019)   (0.026) (0.048) (0.058) (0.047) 

Other                          -0.189***   -0.976*** -0.711*** -0.746*** -0.920*** 

                               (0.049)   (0.053) (0.090) (0.127) (0.108) 

Urban                          -0.007  0.370***  0.138  0.072  0.246** -0.294**  0.020 

                               (0.035) (0.069) (0.136) (0.049) (0.091) (0.105) (0.086) 

1.2 - 4 million                -0.280*** -0.664*** -1.206*** -0.016  0.633*** -0.079  0.255 

                               (0.060) (0.123) (0.196) (0.084) (0.156) (0.181) (0.148) 

0.33 - 1.19 million            -0.213** -0.473***  0.034 -0.332***  0.735***  0.100 -0.064 

                               (0.070) (0.137) (0.260) (0.098) (0.183) (0.212) (0.173) 

125,000 - 329,000              -0.134*** -0.592*** -0.710*** -0.060  0.587***  0.281*  0.196* 

                               (0.038) (0.074) (0.144) (0.053) (0.099) (0.115) (0.094) 

<125,000                       -0.211 -0.386  0.146 -0.014  1.232***  0.051 -0.155 

                               (0.110) (0.234) (0.333) (0.153) (0.285) (0.331) (0.270) 

Midwest                        -0.124*** -0.305***  0.003 -0.066  0.618***  0.392***  0.081 



 

142 

                               (0.034) (0.068) (0.113) (0.047) (0.087) (0.102) (0.083) 

South                          -0.091** -0.518*** -0.044 -0.051  0.660***  0.225* -0.155* 

                               (0.030) (0.062) (0.100) (0.042) (0.079) (0.092) (0.075) 

West                            0.046 -0.163*  0.263** -0.176***  0.309*** -0.248*  0.100 

                               (0.032) (0.070) (0.095) (0.045) (0.084) (0.097) (0.079) 

2014                            0.014  0.029*  0.064*  0.095*** -0.034*  0.308***  0.066** 

                               (0.010) (0.013) (0.026) (0.010) (0.016) (0.024) (0.021) 

2015                            0.000 -0.035  0.092  0.156*** -0.110**  0.263***  0.093* 

                               (0.021) (0.028) (0.054) (0.021) (0.034) (0.052) (0.045) 

var(μj) 0.261  1.004  1.080  0.664  2.399  2.866  1.827 

 (0.006) (0.020) (0.038) (0.012) (0.040) (0.055) (0.036) 

var(εij)  0.346  0.348  0.549  0.289  0.758  1.880  1.448 

 (0.004) (0.004) (0.012) (0.003) (0.008) (0.020) (0.016) 

N (household-quarters) 26654 18874 7489 26654 26654 26598 26654 

Standard errors in parentheses   

*** p<.001, ** p<.01, * p<.05  

Population × Region interactions included but not shown 

 

Table A5: HLM Coefficient Estimates for Between-State Model of Specific 

Quarterly Spending Categories (Essentials) 

                               Food Housing Electricity Health 

care 

Health 

insurance 

Gas Car 

repairs 

Car 

insurance 

Allowed                        0.007 0.023 -0.046 0.002 0.208*** -0.086* 0.108 0.239*** 

                               (0.017) (0.028) (0.037) (0.064) (0.058) (0.041) (0.058) (0.069) 

Black                          -0.102*** -0.141*** -0.067** -0.722*** -0.341*** -0.723*** -0.333*** -0.327*** 

                               (0.011) (0.018) (0.024) (0.040) (0.044) (0.028) (0.034) (0.042) 

Allowed × Black                -0.014 0.044* 0.272*** -0.004 0.054 0.398*** 0.158*** 0.139** 

                               (0.013) (0.021) (0.028) (0.046) (0.051) (0.032) (0.040) (0.050) 

Household income (log)         0.381*** 0.572*** 0.448*** 0.616*** 0.836*** 0.776*** 0.560*** 0.661*** 

                               (0.005) (0.007) (0.010) (0.016) (0.017) (0.011) (0.014) (0.017) 

Age                            -0.040*** 0.098*** 0.127*** 0.658*** 0.862*** -0.219*** 0.018 -0.059*** 

                               (0.003) (0.005) (0.006) (0.011) (0.011) (0.007) (0.010) (0.012) 

# adults                       0.110*** -0.020*** 0.088*** 0.053*** -0.044*** 0.134*** 0.133*** 0.154*** 

                               (0.003) (0.005) (0.007) (0.013) (0.012) (0.008) (0.011) (0.013) 

# children                     0.083*** 0.044*** 0.105*** 0.056*** -0.019 0.020** -0.028** -0.016 

                               (0.003) (0.005) (0.006) (0.010) (0.011) (0.007) (0.009) (0.011) 

Family type                            

Married w/children             -0.029*** 0.028* 0.031* 0.017 0.051 -0.069*** 0.025 0.213*** 

                               (0.008) (0.012) (0.016) (0.028) (0.028) (0.018) (0.025) (0.030) 

Single parent                  -0.038*** -0.029 0.174*** -0.462*** -0.582*** -0.214*** -0.085* 0.126** 

                               (0.011) (0.017) (0.022) (0.038) (0.039) (0.025) (0.034) (0.041) 

Single                         -0.281*** -0.084*** -0.335*** -0.721*** -0.579*** -0.526*** -0.311*** -0.233*** 

                               (0.007) (0.011) (0.014) (0.025) (0.026) (0.017) (0.022) (0.027) 

Other household                -0.096*** -0.019 0.015 -0.386*** -0.095*** -0.128*** -0.116*** 0.156*** 

                               (0.007) (0.011) (0.015) (0.026) (0.026) (0.017) (0.023) (0.028) 

Education                              

High school                    0.032*** 0.118*** 0.072*** 0.193*** 0.209*** 0.376*** 0.284*** 0.350*** 

                               (0.008) (0.012) (0.016) (0.028) (0.028) (0.018) (0.024) (0.029) 
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Some College                   0.063*** 0.160*** 0.014 0.413*** 0.246*** 0.485*** 0.498*** 0.398*** 

                               (0.008) (0.012) (0.016) (0.028) (0.028) (0.018) (0.024) (0.030) 

B.A.                           0.114*** 0.319*** 0.002 0.472*** 0.432*** 0.397*** 0.580*** 0.262*** 

                               (0.009) (0.013) (0.018) (0.031) (0.031) (0.020) (0.027) (0.033) 

Graduate Degree                0.149*** 0.339*** -0.028 0.506*** 0.311*** 0.336*** 0.644*** 0.141*** 

                               (0.010) (0.015) (0.020) (0.034) (0.035) (0.023) (0.030) (0.037) 

Occupation                             

Admin support, sales           -0.017*** -0.013 0.025** -0.050** 0.009 0.002 -0.029 0.048* 

                               (0.005) (0.007) (0.009) (0.019) (0.015) (0.010) (0.018) (0.020) 

Service                        -0.035*** -0.043*** -0.009 -0.182*** -0.119*** -0.004 -0.109*** -0.058* 

                               (0.006) (0.009) (0.011) (0.023) (0.018) (0.012) (0.022) (0.025) 

Operator, assembler            0.015 -0.024 0.012 -0.254*** -0.223*** 0.074*** -0.044 0.136*** 

                               (0.009) (0.013) (0.016) (0.033) (0.027) (0.018) (0.032) (0.036) 

Precision production -0.005 -0.046*** -0.003 -0.237*** -0.156*** 0.064*** -0.063* 0.131*** 

                               (0.007) (0.011) (0.013) (0.027) (0.022) (0.015) (0.026) (0.029) 

Farming                        -0.023 -0.124*** -0.060 -0.193* -0.318*** 0.025 -0.231* -0.345*** 

                               (0.025) (0.036) (0.043) (0.093) (0.074) (0.048) (0.090) (0.101) 

Not employed                   -0.126*** -0.094*** -0.091*** 0.009 -0.138*** -0.526*** -0.528*** -0.495*** 

                               (0.008) (0.013) (0.015) (0.031) (0.027) (0.017) (0.029) (0.033) 

Retired                        -0.073*** -0.043*** -0.074*** 0.063* 0.534*** -0.207*** -0.354*** -0.225*** 

                               (0.008) (0.012) (0.014) (0.028) (0.025) (0.016) (0.026) (0.030) 

Housing tenure                         

Own (no mortgage)              0.038*** -1.396*** -0.144*** -0.084*** 0.044* 0.014 -0.051** -0.366*** 

                               (0.006) (0.009) (0.012) (0.021) (0.022) (0.014) (0.018) (0.022) 

Rent                           -0.096*** -0.329*** -0.903*** -0.431*** -0.503*** -0.623*** -0.337*** -0.431*** 

                               (0.006) (0.009) (0.012) (0.021) (0.023) (0.014) (0.018) (0.022) 

Occupy without pay             -0.173*** -4.645*** -1.359*** -0.539*** -0.629*** -0.683*** -0.357*** -0.634*** 

                               (0.017) (0.024) (0.029) (0.062) (0.050) (0.033) (0.061) (0.068) 

Student housing   -1.099*** -5.828*** -4.015*** -0.299** -0.936*** -1.562*** -0.950*** -1.659*** 

                               (0.030) (0.048) (0.064) (0.109) (0.117) (0.074) (0.099) (0.117) 

TANF (log)                     -0.006 0.009 -0.013 0.026 -0.028 -0.013 -0.036 0.010 

                               (0.005) (0.009) (0.011) (0.021) (0.018) (0.013) (0.019) (0.022) 

Sales tax (log)                0.011 0.001 -0.049** -0.071** -0.002 0.020 -0.041 -0.029 

                               (0.006) (0.011) (0.015) (0.024) (0.019) (0.016) (0.023) (0.027) 

Fuel tax (log)                 -0.000 -0.000 -0.007 0.018 0.007 -0.005 0.013 -0.000 

                               (0.003) (0.004) (0.005) (0.010) (0.008) (0.005) (0.010) (0.011) 

State income (log)      0.033*** 0.073*** -0.065* -0.084* 0.094** -0.099*** -0.023 -0.037 

                               (0.009) (0.017) (0.025) (0.036) (0.032) (0.028) (0.033) (0.040) 

CPI                            0.028*** -0.001 -0.011 -0.174*** -0.096*** -0.118*** -0.239*** -0.162*** 

                               (0.008) (0.012) (0.017) (0.028) (0.029) (0.019) (0.025) (0.030) 

Region                                 

Midwest                        -0.011 -0.002 -0.002 -0.094 -0.005 -0.100 -0.217* -0.316* 

                               (0.028) (0.054) (0.078) (0.116) (0.094) (0.084) (0.109) (0.130) 

South                          0.059** -0.104** 0.114* -0.286*** -0.109 -0.134** -0.316*** -0.078 

                               (0.022) (0.036) (0.046) (0.086) (0.068) (0.051) (0.082) (0.095) 

West                           0.068* 0.152* -0.340** -0.161 -0.307** -0.160 -0.202 -0.148 

                               (0.029) (0.063) (0.112) (0.124) (0.098) (0.110) (0.114) (0.139) 

Population                             

1.2M-4M)  -0.058*** -0.171*** 0.159*** 0.078** 0.059 0.188*** 0.087*** 0.167*** 

                               (0.008) (0.013) (0.017) (0.028) (0.031) (0.020) (0.024) (0.030) 

0.33M-1.2M -0.048** -0.299*** 0.192*** -0.133* 0.060 0.172*** -0.265*** 0.028 

                               (0.017) (0.027) (0.036) (0.061) (0.063) (0.041) (0.053) (0.065) 

0.12M-0.33M        -0.047** -0.361*** 0.157*** -0.134* -0.023 0.104** -0.309*** 0.009 

                               (0.015) (0.024) (0.032) (0.055) (0.058) (0.037) (0.047) (0.058) 

330,000 - 125,000 -0.091*** -0.495*** 0.165*** -0.036 -0.023 0.198*** -0.084 0.034 
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                               (0.020) (0.032) (0.042) (0.073) (0.075) (0.048) (0.064) (0.078) 

Constant                       7.122*** 7.827*** 5.107*** 3.620*** 4.078*** 5.023*** 2.573*** 3.067*** 

                               (0.024) (0.048) (0.077) (0.098) (0.082) (0.079) (0.090) (0.110) 

N                              221335 221335 221335 221335 221335 221335 221335 221335 

 

 

 

Table A6: HLM Coefficient Estimates for Between-State Model of Specific 

Quarterly Spending Categories (Non-Essentials) 

                               Entertainment Alcohol Tobacco Jewelry 

Allowed                        0.023 -0.073 0.012 0.043 

                               (0.041) (0.060) (0.054) (0.050) 

Black                          -0.439*** -0.760*** -0.578*** 0.354*** 

                               (0.028) (0.038) (0.038) (0.031) 

Allowed × Black                -0.107** 0.099* 0.004 -0.022 

                               (0.033) (0.044) (0.044) (0.037) 

Household income (log)         0.874*** 0.826*** -0.059*** 0.613*** 

                               (0.011) (0.015) (0.015) (0.013) 

Age                            -0.103*** -0.402*** -0.168*** 0.018* 

                               (0.008) (0.010) (0.010) (0.009) 

# adults                       0.003 -0.078*** 0.156*** -0.042*** 

                               (0.009) (0.011) (0.010) (0.010) 

# children                     0.046*** -0.191*** -0.013 -0.059*** 

                               (0.007) (0.010) (0.009) (0.008) 

Family type                        

Married w/children             0.037 -0.264*** -0.042 -0.056* 

                               (0.019) (0.026) (0.024) (0.022) 

Single parent                  0.041 -0.477*** -0.005 -0.243*** 

                               (0.026) (0.035) (0.033) (0.030) 

Single                         -0.307*** -0.122*** -0.038 -0.111*** 

                               (0.018) (0.023) (0.022) (0.020) 

Other household                -0.019 -0.066** 0.467*** -0.162*** 

                               (0.018) (0.024) (0.023) (0.021) 

Education                          

High school                    0.232*** 0.030 -0.133*** -0.007 

                               (0.019) (0.026) (0.024) (0.022) 

Some College                   0.422*** 0.230*** -0.402*** 0.145*** 

                               (0.019) (0.026) (0.025) (0.022) 

B.A.                           0.478*** 0.531*** -0.793*** 0.465*** 

                               (0.021) (0.029) (0.027) (0.024) 

Graduate Degree                0.527*** 0.526*** -0.946*** 0.723*** 
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                               (0.024) (0.032) (0.031) (0.027) 

Occupation                         

Admin support, sales           -0.040*** -0.078*** 0.063*** -0.126*** 

                               (0.012) (0.016) (0.013) (0.015) 

Service                        -0.119*** -0.113*** 0.071*** -0.154*** 

                               (0.015) (0.019) (0.016) (0.018) 

Operator, assembler            -0.117*** 0.133*** 0.339*** -0.299*** 

                               (0.021) (0.028) (0.024) (0.026) 

Precision production and craft -0.093*** -0.088*** 0.222*** -0.268*** 

                               (0.017) (0.023) (0.019) (0.022) 

Farming                        -0.164** -0.051 0.127* -0.262*** 

                               (0.059) (0.078) (0.064) (0.074) 

Not employed                   -0.270*** -0.284*** 0.143*** -0.097*** 

                               (0.020) (0.027) (0.023) (0.024) 

Retired                        -0.030 -0.164*** -0.204*** -0.299*** 

                               (0.019) (0.025) (0.022) (0.022) 

Housing tenure                     

Own (no mortgage)              -0.111*** -0.050** -0.042* -0.062*** 

                               (0.015) (0.019) (0.019) (0.017) 

Rent                           -0.481*** -0.062** 0.350*** 0.615*** 

                               (0.015) (0.020) (0.020) (0.017) 

Occupy without pay             -0.750*** -0.154** 0.320*** 0.229*** 

                               (0.040) (0.053) (0.044) (0.050) 

Student housing                -0.921*** -0.638*** -1.237*** 1.320*** 

                               (0.076) (0.101) (0.101) (0.087) 

TANF (log)                     0.019 -0.012 0.022 0.013 

                               (0.013) (0.019) (0.017) (0.016) 

Sales tax (log)                -0.018 -0.001 -0.017 0.005 

                               (0.013) (0.025) (0.020) (0.019) 

Fuel tax (log)                 0.011 0.009 -0.001 0.014 

                               (0.006) (0.009) (0.007) (0.008) 

State income (log)             0.022 0.155*** -0.004 0.066* 

                               (0.021) (0.038) (0.034) (0.028) 

CPI                            -0.037 -0.070** -0.027 0.048* 

                               (0.019) (0.026) (0.026) (0.022) 

Region                             

Midwest                        -0.150* 0.012 -0.012 -0.250** 

                               (0.065) (0.121) (0.101) (0.091) 

South                          -0.156** -0.192* -0.111 -0.332*** 

                               (0.050) (0.080) (0.065) (0.068) 

West                           -0.035 0.062 -0.348** -0.148 

                               (0.066) (0.144) (0.120) (0.096) 

Population                         

Pop (1.2M-4M)                  -0.018 -0.071** 0.146*** -0.261*** 
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                               (0.020) (0.027) (0.027) (0.022) 

Pop (0.33M-1.2M)               0.023 -0.237*** 0.128* -0.349*** 

                               (0.042) (0.057) (0.056) (0.048) 

Pop (0.12M-0.33M)              0.017 -0.306*** 0.212*** -0.304*** 

                               (0.038) (0.051) (0.050) (0.043) 

Pop (330,000 - 125,000)        0.255*** -0.253*** 0.370*** -0.253*** 

                               (0.050) (0.068) (0.065) (0.057) 

Constant                       5.393*** 2.585*** 1.649*** 2.298*** 

                               (0.055) (0.108) (0.092) (0.077) 

N                              221335 221335 221335 221335 
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