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Racial Stratification

Consumption is a central component of household 
finances and plays an important role in processes of 
social stratification. In sociology, studies of con-
sumption usually focus on cultural rather than eco-
nomic aspects (Schor 2005; Zukin 2004). The 
relationship between consumption and stratification 
is conceptualized as indirect, driven by consump-
tion’s role in signaling tastes and social position 
(Bourdieu 1984; DiMaggio 1987; Peterson and 
Kern 1996). In this context, consumption differ-
ences are implicitly treated as the result of socially 
patterned individual preferences. The focus tends to 
be on cultural goods (e.g., music), while practical 
day-to-day expenditures (e.g., rent) remain rela-
tively ignored. Evidence indicates, however, that 
access to these more practical goods and services 
varies significantly across social groups (Powell 
et  al. 2007; Schuetz, Kolko and Meltzer 2012; 
Small and McDermott 2006). Because such dispari-
ties 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 
well-being and in the intergenerational transmission 
of social advantage (Citro and Michael 1995; Meyer 
and Sullivan 2012).

In this article, we propose that consumer mar-
kets are subject to various and often nominally race-
neutral mechanisms that constrain blacks’ access to 
goods and services relative to whites. We focus on 
three key mechanisms: (1) access to credit, (2) retail 
and service desertification, and (3) consumer dis-
crimination. These mechanisms, we argue, result in 
lower overall consumption levels for blacks relative 
to whites. These mechanisms, however, do not 
affect all households equally. Instead, we propose 
that they interact with social class to produce 
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complex patterns of racial disparities in access to 
goods and services. We argue that higher class posi-
tion 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, we contribute to a growing literature on 
the persisting but heterogeneous impact of racial 
stratification across social class (Landry and Marsh 
2011; Thomas and Moye 2015).

To examine consumption-based stratification 
processes, we use household spending data from the 
2013 and 2014 Consumer Expenditure Surveys 
(CE). Our goal is to provide a comprehensive empiri-
cal overview of racial differences in spending for 
those goods and services on which households spend 
the most. Because direct measures of the proposed 
mechanisms are not available in the CE, our analyti-
cal strategy relies on testing observable implications 
from the proposed argument. We specify these 
through hypotheses developed in conversation with 
racial stratification scholarship. Our hypotheses 
address expected racial differences in overall spend-
ing levels, as well as differences across specific cat-
egories of household spending. All hypotheses 
consider differences in expected racial spending gaps 
across income groups. We test these hypotheses 
empirically using hierarchical linear regression mod-
els. Overall, our results suggest important racial dis-
parities in access to goods and services, such that 
blacks and whites in similar socioeconomic positions 
obtain significantly different material returns from 
similar economic resources.

Approaches to Race and 
Consumption
Markets are often conceptualized as a neutral coordi-
nation mechanism in which rewards are determined 
by the supply of and demand for participants’ endow-
ments, rather than any social status they may hold 
(Weber 1978:636–38). Sociological work on mar-
kets, however, indicates that social statuses play an 
important role in structuring economic relationships. 
Research on labor markets, for instance, shows that 
markets tend to reproduce prevalent forms of cate-
gorical inequality (Moss and Tilly 2001; Pager and 
Shepherd 2008; Stainback and Tomaskovic-Devey 
2012). As Fourcade and Healy (2013) suggest con-
sumer markets also operate in ways that likely repro-
duce categorical inequality. Empirical work on racial 
differences in consumption, however, has focused on 
narrow categories of goods and service and proposed 
individual-level explanations only. Drawing on the 

Veblenian concept of conspicuous consumption 
(Veblen 1899), scholars have argued that black con-
sumers devote a greater portion of their resources to 
visible, status-increasing goods (Charles, Hurst and 
Roussanov 2009; Ivanic, Overbeck and Nunes 2011). 
This conspicuous consumption is variously pre-
sented as a rational strategy for managing racially 
motivated microaggressions (Lamont and Molnár 
2001; Lee 2000) or as a problematic form of spend-
ing leading to lower investments in productive assets 
(Moav and Neeman 2010; Rayo and Becker 2006).

Here, we propose a new approach to understand-
ing racial differences in consumption. Rather than 
focusing on individual motivations, we propose that 
racial differences in consumption are caused in large 
part by broader structural factors and often reflect 
differences in access to goods and services. Unlike 
previous studies, we extend our investigation of 
racial differences in consumption to types of spend-
ing that are more centrally related to individuals’ 
material well-being, and we consider the interaction 
of race and income in producing complex patterns of 
inequality.

The Racial Spending Gap: Credit, 
Desertification, and Discrimination
Racial disparities in income and wealth in the 
United States entail lower consumption levels for 
blacks compared with whites. Income and wealth, 
however, are not the only determinants of the ability 
to consume. Drawing on racial stratification 
research, we identify three factors that constrain 
blacks’ overall ability to consume relative to whites, 
net of income and wealth differences.

The first is access to credit. Access to credit 
plays a key role in the ability to acquire high-cost 
goods, make long-term investments, and increas-
ingly, sustain day-to-day consumption (Barba and 
Pivetti 2009; Barr 2012; Prasad 2012). 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 mort-
gage lending (Williams, Nesiba and McConnell 
2005) and auto 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 
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constraints suggest that compared with whites, 
blacks’ spending on costly goods and services that 
require financing will likely be lower. Because 
access to credit is especially important to low- and 
middle-income households, we expect credit-
related racial gaps in spending to be especially 
large for these income groups.

Retail and service desertification is another factor 
that likely affects household spending. Retail deserts 
are geographic areas with low densities of retail and 
service providers (Schuetz et al. 2012). Retail deserts 
have been found for grocery stores, banks, health 
care 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 have 
found that low-income and segregated majority-
black neighborhoods are at particularly high risk for 
desertification (Avery et al. 1997; Moore and Diez 
Roux 2006). 

Historically, retail desertification has been a result 
of capital disinvestment following the urban riots of 
the 1960s and 1970s (Boustan 2010; Collins and 
Smith 2007) and the relocation of  retail infrastructure 
to shopping centers near majority-white suburbs 
(Cohen 2003). These developments changed the insti-
tutional dynamics of retail and service markets in 
majority-black areas. Insurance premiums for com-
mercial property in segregated neighborhoods sky-
rocketed, becoming unaffordable for many business 
owners (Lee 2002). Capital availability plummeted as 
financial institutions were unwilling to extend loans 
to underinsured businesses. Obtaining 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 for 
segregated neighborhoods—lower retail density and 
higher business turnover—limits access to quality 
goods and services. Because residential segregation 
by race persists across the income distribution 
(Lichter, Parisi, and Taquino 2015; Sharkey 2014), 
we expect segregation-driven spending gaps to exist 
for all income groups.

A final factor potentially leading to racial spend-
ing gaps is consumer discrimination: the biased 
treatment of nonwhite customers in retail and ser-
vice settings, such as being denied service or steered 
toward lower quality alternatives (Harris, Henderson, 
and Williams 2005). Evidence of consumer discrim-
ination is greater in the service sector but also exists 
in housing, health care, and the automobile retail 

industry (Ayres and Siegelman 1995; Bridges 2011; 
Rothwell 2011). Consumer discrimination can often 
take forms that are not directly obvious to custom-
ers. Shop owners, for example, may petition munici-
pal authorities to change public transportation routes 
to restrict the flow of low-income black commuters 
to their establishments (Austin 1997). Because it 
restricts black consumers’ access to certain con-
sumption opportunities, consumer discrimination 
should lead to lower spending for black households. 
This effect is likely larger for higher income blacks, 
who are more likely than their low-income counter-
parts to shop in majority-white areas and to face dis-
crimination as a result (Feagin and Sikes 1995).

Together, restricted access to credit, retail desert-
ification, and consumer discrimination suggest that 
black households at all income levels should have 
lower spending levels than white households:

Hypothesis 1: Low-, middle-, and high-income 
black households have lower expenditures 
than similar-income white households.

Broad Categories of Goods and Services
Beyond their overall impact on consumption lev-
els, restricted access to credit, retail desertification, 
and consumer discrimination also likely have dif-
ferent spending effects for different goods or ser-
vices. In this section, we identify three broad, 
ideal-typical categories of goods and services and 
clarify expected racial disparities in spending pat-
terns for each.

The first category includes goods and services 
with large initial up-front costs, which cannot be 
acquired in small increments (e.g., appliances, 
vehicles, and housing). To acquire these, house-
holds must either have sufficient liquid assets or 
access to credit. Because blacks have lower savings 
and lower access to credit on average than whites, 
they are likely not able to acquire high-cost goods 
at the same rate. Constrained access to credit, how-
ever, does not affect all households equally. 
Because high-income households are more likely 
to have disposable assets or income, they experi-
ence fewer liquidity problems than low-income 
households. We therefore expect the racial gap in 
spending for high up-front cost goods to be largest 
for low-income households and to shrink for 
households higher up the income distribution.

The second category includes frequent, day-to-
day purchases, such as groceries. Shopping for 
these goods entails important time commitments, 
known as fixity constraints (Schwanen, Kwan, and 
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Ren 2008). To minimize these time commitments, 
households tend to rely on nearby retail establish-
ments for these types of purchases (Doherty 2006; 
Millward and Spinney 2011). Because of retail 
desertification, black households are faced with a 
choice between relying on lower quality local 
resources or longer traveling time to shop in a dif-
ferent neighborhood. Longer trips are not an insur-
mountable barrier, but the time costs they entail 
mean that the average black family will sometimes 
choose a nearby (but lower quality) retail alterna-
tive. Because white families are not faced with that 
same alternative, we expect this to lead to signifi-
cant racial differences in spending. This also entails 
that the black-white gap in spending for high-
frequency goods should increase with income, as 
higher income blacks living in segregated neigh-
borhoods or suburbs will occasionally forgo the 
more expensive premium goods (e.g., organic pro-
duce) that their earnings otherwise allow them to 
purchase (Lacy 2007; Richardson et al. 2012).

The final category consists of goods and services 
provided through contracts, such as rented housing, 
insurance, and utilities. Unlike arm’s-length transac-
tions, contract-based transactions are subject to 
ancillary fees that are unrelated to the quality or 
quantity of the purchase. These fees, usually justi-
fied as a risk management strategy, tend to impose 
higher financial burdens on already disadvantaged 
consumers (Fourcade and Healy 2013). Providers 
can request deposits from clients with low credit 
scores, without stable employment, or with criminal 
records (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, for example, 
more likely to experience involuntary job loss 
(Strully 2009; Wilson and McBrier 2005), increas-
ing their odds of skipping payments or of having to 
relocate to a new job and break an existing contract 
(Phinney 2013). We therefore expect blacks to spend 
more than whites for contract-based goods and ser-
vices. Because the factors leading to higher costs are 
not specific to income groups, we expect spending 
differences for contractual goods to hold across the 
income distribution.

The Major Household  
Expenditure Types
The categories of goods and services proposed—
high-cost, high-frequency, and contract-based—are 
ideal-types. Specific expenditures fall under more 

than a single category. In this section, we draw on 
these ideal-types to formulate hypotheses on racial 
disparities in spending for specific goods and ser-
vices, focusing on the six largest categories of 
household expenditures (see Table 1).

Groceries.  Groceries are a high-frequency pur-
chase, which entails that households’ food spend-
ing is relatively constrained by the availability of 
nearby food retail. Retail density for grocery stores 
varies significantly with neighborhood composi-
tion; indeed, food deserts are one of the best docu-
mented cases of retail desertification (Walker, 
Keane, and Burke 2010). Food deserts are associ-
ated with both low-income and majority-black 
neighborhoods (Block and Kouba 2006; Powell 
et al. 2007; Richardson et al. 2012). Because food 
deserts affect low-income neighborhoods and 
majority-black neighborhoods in similar ways, 
low-income white and black households are 
expected to face similar constraints in access to 
food retail. Accordingly, racial differences in food 
spending should be smallest at the lower end of the 
income distribution. 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.

Hypothesis 2: Black households have lower 
food expenditures than white households; 
the gap is smallest for low-income house-
holds and widens for middle- and high-
income households.

Housing.  Rates of homeownership have histori-
cally been lower for blacks than for whites (Fischer 
2013; Hirschl and Rank 2010), in part because of 
unequal access to credit and mortgage financing 
(Chomsisengphet and Pennington-Cross 2006; 
Freund 2007; Rugh and Massey 2010). Research 
on housing costs suggests that blacks spend more 
than whites for equal (or sometimes lower) quality 
housing. Studies of racial steering, for example, 
have found that black homeowners pay a monetary 
premium at the time of purchase (Bayer et al. 2013) 
even though they acquire homes of significantly 
lower value (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). We therefore expect 
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to see greater spending on owned housing for 
blacks compared with whites. We expect this dif-
ference to shrink as income increases, reflecting 
lower liquidity constraints (and therefore better 
mortgage terms) for higher-income black families.

Hypothesis 3A: Low-income black homeown-
ers 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 dis-
crimination in the form of refusal of service (Hogan 

and Berry 2011; Massey and Lundy 2001; Ondrich, 
Stricker, and Yinger 1999), which limits the range 
of black renters’ housing options. 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.

Hypothesis 3B: Low-, middle-, and high-income 
black households have higher rented housing 
expenditures than white households.

Utilities.  Electricity, water, heating, and home phone 
services are usually provided on a contractual basis, 

Table 1.  Dependent Variables.

Variable Hypothesis
Percentage 

of Total Description

Total spending 1 100.0 Total household spending on food, housing, utilities, 
furniture, appliances, childcare, clothes, personal 
care, transportation, health care, health insurance, 
entertainment, education, reading material, personal 
insurance, pensions, alcohol, tobacco, and other 
miscellaneous expenditures

Groceries 2 12.5 Food prepared and consumed at home
Owned housing 3A 14.1 Mortgage principal and interest, homeowner’s insurance, 

property taxes, management fees, maintenance fees, 
service or repair charges paid by homeowner

Rented housing 3B 8.6 Rent, renter’s insurance, management fees, maintenance 
fees, service or repair charges paid by renter

Utilities 4 9.6 Natural gas, electricity, heating fuels, telephone, water, 
and sewage costs for owned or rented properties

Transportation 5 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, Global Positioning System fees, towing charges, 
membership fees for automobile service clubs

Health care 6 8.7 Medical and laboratory services (physicians, dentists, and 
eye care providers), hospitalization, convalescent care, 
prescription drugs, eyewear, hearing aids, convalescent 
medical equipment (e.g., wheelchair), general medical 
supplies, and health insurance premiums

Entertainment 7 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)
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usually within a geographic area dominated by a 
small number of suppliers. As such, utilities are par-
ticularly susceptible to the type of contractual fees 
and penalties that we argue disproportionately 
affect black consumers in all income groups. Utili-
ties can be subject to fees for start of service, con-
tract termination, and relocation. Utility companies 
can also impose penalties or request deposits for 
various reasons, including making a late payment, 
being unemployed, or having poor credit. Utility 
expenditures are also unique in that they are 
inversely correlated to housing stock quality, which 
tends to be lower for blacks (Friedman and Rosen-
baum 2004). These factors taken together imply 
that black households will pay higher prices for 
utilities, net of actual differences in usage.

Hypothesis 4: Low-, middle-, and high-income 
black households have higher utility expen-
ditures than white households.

Transportation.  Personal vehicles are high-cost 
goods. Their purchase therefore depends on access 
to liquid assets and credit, which are both lower for 
blacks on average. Blacks are also more likely to 
experience price markups when purchasing vehi-
cles, which exacerbates the issue (Ayres and Sie-
gelman 1995; Morton, Zettelmeyer, and Silva-Risso 
2003). We expect low-income black households to 
be less likely to own vehicles than low-income 
white households, leading to lower average trans-
portation spending. As for high-cost goods more 
generally, this gap should narrow and transporta-
tion spending should equalize as income increases.

Hypothesis 5: Low-income black households 
have lower transportation expenditures than 
white households; the gap shrinks as income 
increases.

Health Care.  Research has shown important racial 
disparities in access to health care, even when 
income and health insurance coverage are taken 
into account (Smedley, Stith, and Nelson 2009; 
White, Haas, and Williams 2012). Residents of seg-
regated 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 prescrip-
tion of certain drugs by physicians (Roberts 2011; 
Tamayo-Sarver et al. 2003). Instances of racial dis-
crimination in health settings also contribute to 

mistrust of care providers among black patients and 
to a lesser degree of willingness to seek health ser-
vices (Dovidio et al. 2008; Roberts 2011). We there-
fore expect lower health care–related spending for 
blacks compared with whites at all income levels.

Hypothesis 6: Low-, middle-, and high-income 
black households have lower health care 
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 et al. 2005). As a result, black 
consumers are probably more likely to avoid such 
venues or to favor home entertainment. Few studies 
examine retail desertification for entertainment ven-
ues, but segregated majority-black areas likely also 
have lower densities of entertainment outlets. Retail 
desertification and consumer discrimination suggest 
that blacks have lower entertainment spending that 
whites, and that this gap increases with income.

Hypothesis 7: Low-, middle-, and high-income 
black households have lower entertainment 
expenditures than white households; this 
gap increases with income.

Data
We use data from the 2013 and 2014 Consumer 
Expenditure Surveys (CE), the most complete 
nationally representative U.S. expenditure survey. 
The CE uses detailed questionnaires administered 
in respondents’ homes by trained U.S. 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 CE is administered on a rotating panel 
basis and samples approximately 7,000 households 
each quarter. These households are then reinter-
viewed every three months over a full calendar 
year, for a total of four interviews.

Although expenditure data in the CE are col-
lected quarterly, background information for each 
household is collected in the first interview only 
and is then carried forward. Financial data are col-
lected in the first interview, carried forward in the 
second and third interviews, and updated in the last 
interview (for additional details, see National 
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Research Council 2013). Some data (e.g., on finan-
cial assets) are collected only in the last interview. 
We use household characteristics from the last 
available interview, include only black and white 
households, pool the quarterly data from March 
2013 to March 2015, and use data only from 
respondents who completed their final interviews. 
Our final analytic sample includes 26,654 quarterly 
observations in 9,558 households.

Dependent Variables
Our dependent variables measure total quarterly 
out-of-pocket spending and quarterly out-of-pocket 
spending for six categories of goods and services. 
All amounts include applicable taxes. All dollar val-
ues (including income and wealth measures 
described in the next section) were adjusted for 
inflation using the Consumer Price Index. Because 
dependent variables measure quarterly spending, 
we use the monthly Consumer Price Index averaged 
over each quarter. All reported dollar values there-
fore represent constant 2015 first-quarter dollars. 
For our health care spending measures, a small 
number of households reported greater reimburse-
ments than expenditures, resulting in negative val-
ues; because our models use log transformations, 
we bottom-code health expenditures at zero. 
Detailed definitions for all dependent variables are 
provided in Table 1.

Independent Variable
We use a binary indicator for non-Hispanic black 
households, with non-Hispanic white households 
as the reference category. Because race and ethnic-
ity are individual-level variables, we create a 
household-level variable in the following way:

1.	 For single-headed households, we use the 
race or ethnicity of the respondent.

2.	 For married or cohabiting households, we 
use the race or ethnicity of both partners 
when they report the same race or ethnicity.

3.	 For interracial households (less than 4 per-
cent of our sample), we use the race of the 
household’s primary earner.

We interact this race variable with a three-cate-
gory income-level variable. Households are 
assigned to the low-, middle-, or high-income cat-
egory on the basis of their tertile in the overall 
(after-tax) income distribution. The low-income 
category includes all households with incomes 
below $29,840, the middle category includes all 

households with income between $29,841 and 
$69,456, and the top category includes all house-
holds with incomes over $69,456.

Control Variables
We use four categories of controls: family structure, 
socioeconomic status, housing, and geography. 
Family structure affects household spending in sev-
eral ways. Larger households spend more, espe-
cially when the number of children in the household 
is large. Marital composition of the household 
affects how spending decisions are made (Treas and 
de Ruijter 2008) and can make certain spending 
needs (e.g., childcare for single parents) more press-
ing. Because family structure varies significantly by 
race (McLanahan and Percheski 2008), we include 
controls for family type—a categorical variable 
indicating whether the household is composed of 
husband and wife (or cohabiting partners) only, hus-
band and wife and children, a single parent with 
children, a single person, or other—for the total 
number of adults and of children under age 16 in the 
household, for whether anyone over age 64 resides 
in the household, and for the primary respondent’s 
age and its square.

Because socioeconomic status correlates with 
race and purchasing power, we control for (logged) 
total after-tax and after-transfer income over 12 
months using employment earnings and income 
from the following: Social Security; government 
programs; dividends, trusts, and estates; rental 
units and roomers or boarders; interest on bonds 
and deposits; private pensions and annuities; and 
scholarships and fellowships. We also include a 
categorical control for the occupation of the house-
holds’ primary earner (manager or professional; 
administrative support, technical, or sales person-
nel; service worker; operator, assembler, or laborer; 
precision production, craft, and repair worker; or 
not employed at the time); a categorical control for 
educational attainment of the households’ primary 
earner (no high school diploma, completed high 
school, some college, has a bachelor’s degree, or 
has a graduate or professional degree); and the 
number of earners in the household.

We also include several wealth and housing con-
trols. Wealth is an important determinant of house-
hold spending. It represents a potential source of 
liquid funds for larger purchases and can help house-
holds maintain their consumption levels when faced 
with an economic shock. Because black families 
have lower levels of wealth on average than white 
families, we include a control for overall (log) 
household financial wealth. We measure financial 
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wealth as the sum of all household assets held in 
checking, savings, and money market accounts; cer-
tificates of deposit; financial instruments (such as 
stocks, bonds, mutual funds, annuities, trusts, royal-
ties, and other financial assets); retirement accounts 
(such as individual retirement accounts and 401[k] 
plans); and the surrender value of whole-life and 
other insurance policies that can be cashed or bor-
rowed against prior to death. Housing arrangements 
affect spending (e.g., larger home have higher utility 
costs) and purchasing power (e.g., homeownership 
provides tax benefits and facilitates access to credit 
instruments). Because black families are less likely 
to own their homes (Flippen 2010), we include a cat-
egorical control for housing type (whether house-
holds own their home with mortgage, own without 
mortgage, rent, or have a different arrangement [e.g., 
reside in student housing]). We also control for total 
number of rooms (including bathrooms) in the 
respondent’s home or apartment.

Finally, we 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 is located (Richardson et  al. 2012). 
Prices also vary between rural and urban areas 
(Kaufman 1999). We control for whether house-
holds 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 million to 4 
million people, 0.33 million to 1.19 million people, 
125,000 to 329,000 people, or fewer than 125,000 
people), and for their U.S. region of residence 
(Northeast, South, Midwest, or West). Because 
regional and agglomeration size differences in 
price levels are not linear (e.g., large cities in the 
South have different price levels than large cities in 
the Northeast), we include interactions between 
region and city size. Descriptive statistics are pre-
sented in Table 2.

Methods
To estimate racial differences in quarterly house-
hold spending, we use hierarchical linear models 
with random intercepts at the household level. 
Formally, the model can be represented as

log yij j j j

j j

( ) = +( ) + ( ) + ( )
+ ×( ) + +

β µ β β

β β ε

0 Race Income

Race Income x iij

where i indexes household-quarters, j indexes 
households, y measures total dollar amount spent 

for a given category of expenditures, Race
j
 and 

Income
j
 are both categorical variables measured at 

the household level, x is a vector of household-
level controls including a set of dichotomous vari-
ables for year, µ

j
 are random intercepts at the 

household level, and ε
ij
 are random errors. Reported 

R2 values are calculated as the proportional reduc-
tion in prediction error variance relative to the null 
model (Rabe-Hesketh and Skrondal 2012).

Results
Race and Total Spending
Black households spend less on average than white 
households: unweighted mean quarterly spending 
for black households in our sample was $8,387 
compared with $13,713 for white households. 
Spending differences within income categories are 
also large. Low-income blacks spent $5,223 on 
average compared with $7,058 for low-income 
whites, middle-income blacks spent $9,113 (vs. 
$11,106 for whites), and top-income blacks spent 
$16,527 (vs. $21,075 for whites).

Table 3 provides estimates from nested models 
of total expenditures. Model 1 provides baseline 
estimates of racial differences in spending and con-
firms that the descriptive differences are statisti-
cally significant at conventional levels. The 
black-white gap in spending for low-income 
households is provided by the Black coefficient. 
The Middle 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 differences in dollar amounts 
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 black households is approximately 
0.81 times (e−0.211) that of low-income white house-
holds. 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 nonsignificant coefficient for Middle Income 
× Black and Top Income × Black indicates that the 
estimated racial gap for those households is statisti-
cally similar to the gap for low-income households 
(i.e., the ratios of black to white household spend-
ing in the middle-income and the high-income cat-
egories 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, 
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Table 2.  Descriptive Statistics for White and Black Households, 2013 to 2015.

White Black

Variable M SD M SD

Income level  
 L ow 0.296 0.505  
 M iddle 0.322 0.328  
  Top 0.382 0.167  
Demographics  
 M arried 0.274 0.094  
 M arried with children 0.235 0.134  
  Single parent 0.037 0.132  
  Single 0.332 0.412  
  Other household 0.123 0.227  
  Number of adults 1.881 0.922 1.769 0.986
  Number of children 0.425 0.905 0.523 0.970
  >64 years old 0.323 0.246  
  Age (years) 53.73 17.24 50.475 16.20
Socioeconomics  
  Income 72,606 70,359 41,390 42,395
  Number of earners 1.21 1.008 1.002 0.914
  No high school 0.001 0.002  
 H igh school 0.323 0.478  
  Some college 0.301 0.315  
  Bachelor’s degree 0.221 0.122  
  Graduate degree 0.155 0.082  
 M anagement, professional 0.325 0.192  
  Administrative 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  
  Number of rooms and bathrooms 7.971 2.735 6.91 2.438
Geography  
  Urban 0.923 0.989  
  ≥4 million 0.301 0.383  
  1.2 million to 4 million 0.244 0.236  
  0.33 million to 1.19 million 0.058 0.098  
  125,000 to 329,000 0.266 0.169  
  <125,000 0.131 0.113  
  Northeast 0.189 0.157  
 M idwest 0.264 0.149  
  South 0.343 0.62  
  West 0.205 0.073  
n 22,747 3,907  
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Table 3.  Nested Hierarchical Linear Models for Total Expenditures, 2013 to 2015.

Model 1 Model 2 Model 3 Model 4 Model 5

Black −0.211*** −0.239*** −0.173*** −0.133*** −0.140***
(0.021) (0.020) (0.019) (0.018) (0.018)

Middle 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)

Middle 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 with 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***
  (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)

Number of adults 0.057*** 0.054*** 0.042*** 0.037***
  (0.008) (0.008) (0.008) (0.008)

Number of children 0.049*** 0.049*** 0.034*** 0.037***
  (0.006) (0.006) (0.006) (0.006)

>64 years old 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)

Number of 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 degree 0.402* 0.294 0.237
  (0.163) (0.154) (0.151)

Graduate degree 0.486** 0.367* 0.307*
  (0.164) (0.155) (0.151)

Administrative 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)

(continued)
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Model 1 Model 2 Model 3 Model 4 Model 5

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)

Number of rooms 0.038*** 0.041***
  (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 million to 4 million −0.170***
  (0.038)

0.33 million to 1.19 million −0.187***
  (0.044)

125,000 to 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(µ
j
) 0.196 0.175 0.142 0.123 0.116

(0.003) (0.003) (0.003) (0.002) (0.002)
var(ε

ij
) 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 31,220 30,433 29,020 27,927 27,715
n 26,654 26,654 26,654 26,654 26,654

Note. Standard errors are in parentheses. Population × Region interactions are included but not shown.
*p < .05. **p < .01. ***p < .001.

Table 3.  (continued)
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however, remains negative and significant at all 
income levels, even when demographic differences 
are taken into account. Model 3 introduces socio-
economic controls. Higher income, higher educa-
tion, 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 sta-
tus. The relative racial gap in household spending in 
model 3 is smaller than in previous models for all 
income categories. This suggests that socioeco-
nomic status 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.

Model 4 introduces wealth- and housing-related 
controls. Greater wealth is associated with greater 
total spending. Homeowners with mortgages spend 
more than both nonhomeowners and homeowners 
without mortgages. Residents of larger housing units 
spend more than residents of smaller ones. The over-
all 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. Interactions between region 
and agglomeration size are included in the model but 
are not shown in the table. We find that geographic 
differences in household location do not account for 
racial differences in spending.

These results are consistent with hypothesis 1: 
black households at all income levels have lower 
consumption levels than white households, even 
when core socioeconomic and demographic differ-
ences are taken into account. Predicted values from 
the full model (model 5) indicate that black house-
holds spend between $1,232 (for bottom earners) 
and $1,402 (for top earners) less than white house-
holds each quarter.

Specific Expenditures
We now turn to hypotheses 2 through 7 by examining 
racial differences in spending for the six largest 
household expenditure categories: housing, utilities, 
groceries, transportation, health care, and entertain-
ment. Together, these expenditures represent between 
80 percent (for low-income black households) and 65 
percent (for high-income white households) of total 
household spending. To facilitate interpretation, 
results are presented in Figure 1 in the form of pre-
dicted ratios of black to white spending at each 
income level for each dependent variable. Predicted 
ratios are computed from full models that include all 
control variables. Coefficient estimates for all mod-
els are provided as an online appendix (Table A1).

Predicted black-white ratios for spending on 
groceries provide support for hypothesis 2. 
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 
households with greater incomes.

Estimates of racial differences in owned housing 
expenditures and outlays provide no support for 
hypothesis 3A. 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 cannot 
be tested directly.

For renters, estimates provide no evidence of 
higher spending for blacks relative to whites. The 
estimates provide no support for hypothesis 3B. 
Predicted gaps where obtained from an analytic 
sample restricted to renters and indicate that at all 
income levels, black and white renters spend simi-
lar amounts on rented housing. These estimates, 
however, should not be interpreted as straightfor-
ward evidence of equal access to rental housing for 
blacks and whites. It could be the case, for instance, 
that black renters pay amounts similar to white 
renters, but for much lower quality apartments. 
Because our data do not capture variation in the 
quality of rental housing stock, we cannot test this 
directly.

Predicted black-white differences in utility 
expenditures provide support for hypothesis 4. 
Because utility expenditures are contract-based, we 
proposed that various ancillary fees and penalties 
would lead to higher spending for blacks at all 
income levels. Our estimates reveal substantial dif-
ferences in utility spending between blacks and 
whites. Among low-income households, blacks 
spend about 120 percent the amount spent by whites 
every quarter. The gap for middle-income house-
holds is smaller but significant, with blacks spend-
ing approximately 112 percent the amount spent by 
whites. For top earners, we find a gap of a similar 
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Figure 1.  Predicted ratio of black to white quarterly spending, by income level.

magnitude, but the estimate is not statistically sig-
nificant (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 actual parity for top-income households.

Predicted black-white differences in transporta-
tion expenditures support hypothesis 5. Low-income 
blacks spend much less than low-income whites on 
private transportation. The gap is smaller for middle-
income households but remains significant. The 

estimate for top-income households is relatively 
uncertain, suggesting either parity or higher spending 
for black households. These patterns are consistent 
with the proposed liquidity-constraint mechanism. 
Supplemental analyses (not shown) indicate 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 leads black households to rely on cheaper, 
lower quality alternatives.



Charron-Chénier et al.	 63

Predicted black-white spending ratios for health-
related spending provide support for hypothesis 6. 
Estimates indicate large gaps in out-of-pocket health 
spending (including health insurance) between 
blacks and whites at all income levels. Predicted val-
ues 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 health 
care every quarter. Given blacks’ poorer average 
health status and greater need for medical care 
(Williams et  al. 2010), these differences in health 
care spending are particularly striking.

Predicted spending on entertainment for blacks 
and whites provides support for hypothesis 7. Our 
results show that on average black households at all 
income levels spend significantly less than similar 
white households on entertainment (approximately 
half of what white households spend for all income 
groups). These spending patterns are consistent with 
the proposed consumer discrimination and retail 
desertification mechanisms.

Conclusion
Racial inequalities in access to consumption in the 
United States remain relatively unexplored. In this 
article, we argue that blacks 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, we argue, result in lower overall 
spending for blacks at all income levels, even when 
other primary determinants of household spending 
are taken into account.

Drawing on racial stratification research, we 
expected black households to spend less than whites 
on certain types of goods and services (those requir-
ing significant liquidity and those for which custom-
ers tend to rely on local providers) and to spend more 
on others (those provided on a contractual basis 
whereby fees and penalties can be imposed on con-
sumers). We also expected that for each type of good, 
racial gaps would vary across income groups. For 
goods and services purchased on credit, we expected 
the gap to shrink with income. For goods and services 
purchased frequently and locally, we expected the gap 
to increase with income. For contractual goods and 
services, we expected a relatively constant gap across 
income groups. These general expectations allowed 
us to derive formal hypotheses describing expected 
patterns of racial differences in spending.

To test these hypotheses, we used 2013 and 2014 
data from the CE. We estimated models of racial 
differences in spending for total household spend-
ing, as well as spending on the largest categories of 
household expenditures (groceries, housing, utili-
ties, transportation, health care, and entertainment). 
Our findings indicate sizable racial gaps in con-
sumption, with black households consuming con-
siderably less than 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 theoreti-
cal level, this entails that racial inequalities in 
access to goods and services are greater than dis-
parities in income or wealth alone suggest.

We 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), we 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 spend-
ing for frequently purchased goods and services (e.g., 
groceries) and for nonessential spending (e.g. enter-
tainment) tended to be smallest for low-income 
households and to increase with income, which we 
interpret as reflecting white households’ greater 
access to higher-end consumer markets. Goods 
obtained through long-term contracts were an impor-
tant exception to the overall trend of lower black 
spending. For these goods (i.e., for utilities but, sur-
prisingly, not for housing), we found that blacks spent 
more than whites, a trend we attribute to providers’ 
color-blind but racially biased risk-pricing strategies.

Our analyses suggest important avenues for 
future research. For example, the role of retail 
desertification in generating racial consumption dis-
parities could be estimated more directly by using 
neighborhood-level data on retail density. Analyses 
of major metropolitan areas have already shown 
lower concentrations of goods and services provid-
ers in majority black neighborhoods (Small and 
McDermott 2006). Linking retail density data with 
consumption data could provide scholars with a bet-
ter understanding of the mechanisms driving con-
sumption deficits. The role of access to credit in 
generating racial disparities in consumption should 
also be explored more directly. Prior to the foreclo-
sure crisis, blacks were more likely than whites to 
rely on subprime lenders for their mortgage needs 
(Rugh and Massey 2010). Similar predatory markets 
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for smaller consumer loans, known as fringe bank-
ing, have developed over the past few decades and 
disproportionately cater to black consumers (Barr 
2012; Caskey 1994). Understanding fringe banking 
institutions’ impact on black households’ spending 
would significantly improve our understanding of 
the mechanisms driving racial consumption 
disparities.

Finally, we suggest that consumption-based 
stratification processes should be examined for 
other racial and ethnic groups. Latino Americans, 
for instance, likely also face structural constraints 
on their consumption opportunities. Foreign-born 
and undocumented Latinos in particular experience 
legal barriers—the inability to obtain a driver’s 
license, to enroll in a postsecondary educational 
institution, or to obtain credit through formal finan-
cial institutions—that may limit their ability to 
consume compared with both whites and blacks. 
Important heterogeneities in socioeconomic status, 
nativity, ethnicity, and documentation among the 
Latino and Asian population, combined with state-
level variation in documented and undocumented 
migrants’ economic rights, could allow further tests 
of the mechanisms we posit generate consumption 
deficits.
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