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Introduction

The gap in wealth between Black and White house-
holds has plagued the United States for more than a
century. One reason for the lack of progress may be
a disparity in will-writing by race — Black households
are far less likely to have a valid will than their White
counterparts. Having a will is associated with leaving
larger bequests, and those who receive more in in-
heritances are also more likely to leave a legacy them-
selves. Thus, adopting a will would likely increase the
wealth of all future generations and reduce the racial
wealth gap.

To estimate the possible impact of wills, this brief,
which is based on a recent study, explores how much
equalizing will-writing rates between Black and White
households would have narrowed the wealth gap over
the past few generations.! A complicating factor is

that not all the correlation between will-writing and be-

quests is causal: many individuals write wills because
they wish to leave a bequest rather than the other way
around. To account for this likelihood, the analysis
uses two approaches, one more reduced-form and one
more structural. We refer to these approaches as “top-

down” and “bottom-up.” While neither approach is
perfect, together they provide useful upper and lower
bounds for the impact of will-writing on wealth.

The discussion proceeds as follows. The first
section presents background on the racial wealth
gap, the racial “will gap,” and the theory behind why
wills might increase household wealth across genera-
tions. The second section details the two analytical
approaches used to estimate how eliminating the will-
writing gap could affect the wealth gap. The third sec-
tion describes the results. The final section concludes
that eliminating the racial gap in will-writing could
narrow the wealth gap by a modest but meaningful 10
percent over three generations.

Background

This section describes the basic facts on the racial
wealth gap and its evolution, and summarizes the
existing literature on the racial “will gap.”
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research associate. The CRR gratefully acknowledges Wells Fargo Bank, N.A. for support of this research.
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The Racial Wealth Gap: Past and Present

Between 1880 and 1950, the ratio of White-to-Black
household wealth declined dramatically. However,
since then, progress has stalled. In 2019, the racial
wealth gap remained at 6-to-1, with evidence that it has
been growing wider since the 1980s (see Figure 1).2

Ficure 1. WHITE-BLACK HOoUSEHOLD WEALTH RATIO,
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Source: Derenoncourt et al. (2024).

The current racial wealth gap is much larger than
one would expect if White and Black households had
enjoyed equal rates of saving and equal returns on
their assets. In this case, the process of convergence
would have resulted in a 3-to-1 gap in 2020.> The
fact that the current ratio is twice this benchmark is
mostly due to lower saving rates for Black households.
However, in the last few decades, racial differences in
asset returns have become increasingly important — a
pattern that has driven the recent widening of the
racial wealth gap.

Researchers have explored why Black investors
earn lower returns than their White counterparts. Par-
tially, the difference is due to different portfolios. Black
households tend to hold a larger share of their wealth
in housing than financial assets — particularly equi-
ties — and housing yields lower returns than equities
over the long run.* To some extent, however, the racial
difference in returns also reflects lower returns on the
same type of asset. For example, house-value apprecia-
tion is lower for Black homeowners, a consequence of
differences in location and foreclosure rates.’

The main activity explored in this brief — will-
writing — straddles the two explanations for the slow
convergence in wealth between Black and White
households. That is, both lower saving rates and
lower returns are associated with the racial gap in
will-writing. On the racial difference in saving rates,
the evidence suggests that individuals with a will
intend to leave larger bequests and also are more
likely to meet those expectations, suggesting they are
putting aside more resources for future generations.®
Furthermore, those who receive an inheritance are
more likely to leave a bequest themselves, compound-
ing these generational gains and increasing the racial
wealth gap.”

In addition, some portion of the racial difference
in returns may also be related to the gap in wills.®
Legal experts routinely argue that dying intestate is a
particular problem when the estate is modest and the
largest asset is the house, where multiple heirs are
often unable to coordinate on maintaining or selling
the property, destroying value in the process.” Alter-
natively, if the intended beneficiaries are living in the
decedent’s home, the distribution to a large number
of beneficiaries could result in the forced sale of the
property. Hence, a racial difference in the dissipation
of assets when bequeathed, driven by a racial gap in
wills, is a possible contributor to the racial wealth gap
that has not received much attention thus far.

The Black-White Will Gap

Given the potential impact of will-writing on sav-
ings, leaving bequests, and maintaining the value of
transferred assets, the Black-White gap in will-writing
helps explain why the racial wealth gap has increased
in recent decades. Indeed, Black individuals receive
fewer and smaller inheritances than White ones, and
are also less likely to intend to leave a bequest or to
have a valid will."®

Specifically, Black households are 20 percentage
points less likely to have a valid will than their White
counterparts, even after adjusting for characteristics
such as wealth, education, presence of living chil-
dren, and having received an inheritance in the past."!
Similarly, Black respondents also report significantly
lower probabilities of leaving substantial bequests to
their heirs. Moreover, when examining the realized
estates of decedents, those who had a will were signifi-
cantly more likely to attain their bequest expectations.
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The current study builds on these findings, and
asks whether closing the racial will gap could con-
tribute to closing the racial wealth gap. In particular,
we ask how much the racial wealth gap would have
shrunk over the last three generations if Black house-
holds had the same will-writing rates as Whites.

Data and Methodology

Answering this question involves comparing two
wealth estimates for representative White and Black
households: one in which the Black and White will-
writing rates are held at their current levels, and one
in which the Black rate is increased to that of White
households. The analysis starts with an initial White-
Black wealth gap estimated as of 1980 for households
with a head ages 60-70 — an age span when house-
holds are enjoying their peak lifetime wealth. All

the analysis is based on data from the Health and
Retirement Study (HRS), a longitudinal panel survey
of a representative sample of households ages 50

and older.”? The analysis then tracks the wealth of
representative White and Black households over three
20-year generations — 2000, 2020, and 2040.

For this analysis, the estimates of wealth across
generations rely crucially on two relationships: 1)
received inheritances and late-life wealth; and 2) late-
life wealth and bequests. Given the potential sensitiv-
ity of the results to these relationships, the analysis
uses two complementary approaches: a reduced form
“top-down” approach, which estimates both relation-
ships directly; and a structural “bottom-up” approach,
which estimates the impact of inheritances on wealth
indirectly, by applying assumed returns to a received
inheritance.

The Top-Down Approach

The top-down approach allows the data to directly in-
form how received inheritances translate into later-life
wealth and, through the wealth-bequest relationship,
into eventual transfers to the next generation. That is,

Late-life wealth = f (inheritances and control variables)

where late-life wealth is household wealth at ages
60-70, inheritances are the total received over the life
of the household, and controls include information
about the head’s gender, race, marital status, children,
and retirement status.

Bequests are then a function of the household’s
late-life wealth (housing and non-housing), defined
benefit (DB) wealth (which is treated separately
because it is not bequeathable), and the same control
variables as above.

Bequests = f (late-life wealth, DB wealth, has a will,
and control variables)

The advantage of the top-down approach is that
the myriad of ways that an inheritance can be applied
are left open to recipients. For example, they could
use the money to fund investments in physical or
human capital (such as healthcare or education); they
could use it as a buffer for the pursuit of a riskier but
more rewarding occupation; or they could use it to
finance consumption.

The disadvantage of this approach is omitted
variable bias. That is, if high socioeconomic status
recipients are more likely to receive inheritances
and be wealthy in later life, the top-down approach
may overestimate the effectiveness of bequests in
increasing the wealth of subsequent generations. For
example, if the children of upper-class families are
more likely to be high earners, or to marry into other
wealthy families, their eventual wealth should not be
attributed solely to the inheritance they receive.

The Bottom-Up Approach

To avoid this problem, the bottom-up approach
focuses on the market mechanisms through which
an inheritance might increase later-life wealth. That
is, inheritances are either consumed or invested. To
the extent they are invested, they earn market returns.
This approach excludes any other factors that might
be correlated with receiving an inheritance, such as
marrying well. It requires analyzing housing wealth
and financial wealth separately because they earn
different returns and play a different role in bequests.
The relevant equation for both housing and non-
housing wealth is:

Housing bequest / Non-housing bequest =
f (housing wealth, non-housing wealth, DB wealth,
has a will, and control variables)
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Estimating the Change in Wealth across
Generations

With the coefficients from these regressions in hand,
the bequest from each generation to its subsequent
generation can be estimated by plugging in the mean
values of all controls, and taking account of late-life
wealth by race and the relevant will-writing rate. This
process yields the predicted bequest left by each gen-
eration, which is then divided by the average number
of children to obtain an estimated inheritance per
child (3.3 children for the Black households and 2.8
for the White ones). This quantity then becomes an
input to a second estimation: predicting the late-life
wealth of the successor generation given the inheri-
tances they receive.

The process is slightly more complicated for the
bottom-up approach, because it requires a number
of assumptions. First, the marginal propensity to
consume out of inheritances is assumed to be 0.06
for housing wealth and 0.15 for non-housing wealth."
The average age at which households receive an in-
heritance is assumed to be 58.1* After consumption,
the model projects 22 years of growth for housing
and non-housing wealth, bringing households to age
80 — roughly the life expectancy at age 58."° Robust-
ness checks included in the full paper show that the
final results are relatively insensitive to the return and
holding-period assumptions.

Together, the top-down and bottom-up approaches
yield results that can bound the impact of will-writing
on the racial wealth gap.

Results

This section begins with the results of the top-down
analysis, followed by those from the bottom-up ap-
proach.

Top-Down Results

To produce the top-down results, the first step is to
estimate the wealth/inheritance and bequest/wealth
relationships described in the first two equations

on the previous page. This reduced-form approach
shows that an additional dollar of inheritance received
throughout life is associated with $3 of additional
wealth at ages 60-70. So, inheritances do matter.

In terms of bequests, Figure 2 shows that an ad-
ditional $1,000 in bequeathable assets around ages
60-70 is associated with $517 more left in bequests.
An additional $1,000 in present value of DB wealth,
meanwhile, translates into $206 of additional bequest
(presumably through reducing reliance on other as-
sets during retirement). All else equal, having a will
is associated with an increase in the average bequest
of $80,507. So, wills do matter.

F1Gure 2. Tor DowN: EFFECT OF LATE-LIFE WEALTH

AND WILLS ON BEQUESTS

Housing and non-housing
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Note: Solid bars are significantly different from 0 at the
5-percent level.

Source: Authors’ calculations from the University of Michi-
gan, Health and Retirement Study (HRS) (1992-2020).

Given these estimates, Table 1 (on the next page)
shows the results of the top-down analysis. The
analysis starts in Generation 0, where 79 percent of
White household heads have a will compared with 34
percent of Black households. In 1980, White wealth
was $621,700, while Black wealth was only $219,200
(all in 2020 dollars), leading to a White-Black wealth
ratio of 2.84. (This ratio differs from the numbers in
Figure 1 due to differences in data sources and in the
wealth measure used.)

From this starting point, the first generation
receives an inheritance of $154,500 for White benefi-
ciaries and $52,000 for Black ones, under the actual
will-writing rate. The estimated relationship be-
tween inheritances received and late-life wealth then
translates into $1,063,400 in late-life wealth for White
households, and $449,200 for Black ones, yielding a
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TABLE 1. Tor DowN: MULTIGENERATIONAL WEALTH
COMPARISON

Blacks
Whites Actual  Equalized
will rate  will rate
Rate of wills 79% 34% 79%
Generation 0
Total wealth 1980 $621,700 $219,200  $219,200
;Zt}ilcl,t,e 1/551;?)(:1( wealth )84 )84
Generation 1
Inheritance $154,500  $52,000  $63,000
Wealth, ages 60-70 1,063,400 449,200 482,600
e
Generation 2
Inheritance $236,000  $88,000 $104,200
Wealth, ages 60-70 1,311,300 558,800 608,100
e
Generation 3
Inheritance $281,800  $105,200  $123,900
Wealth, ages 60-70 1,450,500 610,900 667,800
White/Black wealth 237 217

ratio, ages 60-70

Source: Authors’ calculations from the HRS (1992-2020).

White-Black wealth ratio of 2.37. On the other hand,
under the assumption that Black and White individu-
als have the same will-writing rate of 79 percent, the
resulting White-Black wealth ratio is only 2.20.

[terating over the next two generations yields a
final White-Black wealth ratio of 2.37 (under actual
will-writing rates) and 2.17 (under equal will-writing
rates) by the third generation. In other words, if
will-writing rates had been equal starting in 1980, the
racial wealth gap would have declined by nearly 10
percent over three generations.

Bottom-Up Results

As discussed, the bottom-up approach requires esti-
mating housing and non-housing wealth separately
(see Figure 3). Unsurprisingly, the value of housing

wealth is strongly associated with housing bequests,
while non-housing wealth is similarly strongly associ-
ated with eventual non-housing bequests. In particu-
lar, every $1,000 of housing wealth is associated with
an additional $651 of housing bequests, while every
$1,000 of non-housing wealth is associated with a
further $465 of non-housing bequests. The amount
of DB wealth has only a modest association with both
housing and non-housing bequests.®

As with the top-down approach, the results show
that, holding all else equal, having a will is strongly
related to the value of the decedent’s estate, both in

F1Gure 3. BortoMm UpP: EFFECT OF LATE-LIFE WEALTH
AND WILLS ON BEQUESTS

A. ImracT ON HOUSING BEQUESTS

Housing wealth

(per $1,000) $651

Non-housing wealth | ¢;5
(per $1,000)

Household DB wealth

(per $1,000) $48

Respondent has a will . $22,929

$24,000

$0 $400

B. ImracT oON NON-HOUSING BEQUESTS
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(per $1,000) 7 so1

Non-housing wealth
(per $1,000) BB
Household DB wealth
(per $1,000) s
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$0 $400 $52,000

Note: Solid bars are significantly different from 0 at the
5-percent level.
Source: Authors’ calculations from the HRS (1992-2020).
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terms of housing and non-housing wealth. A dece-

dent with a will leaves, on average, $22,929 more hous-

ing wealth and $51,192 more non-housing wealth.
With these estimates in hand, Table 2 summarizes
the impact of bringing the will-writing rate for Black
households up to that of their White counterparts.
(The complete step-by-step exercise is available in the
full paper.) Generation 0 is identical to the starting
generation in the top-down approach, but the bottom-
up approach anticipates greater racial wealth inequal-
ity. In terms of how equalizing will-writing in 1980
would have affected the racial wealth gap, again the
results show that this change would have had a mean-
ingful impact. By the third generation, the model
predicts that the White-Black wealth ratio would be
3.06 with actual will-writing rates, and only 2.81 with
racially equal rates. That is, equalizing will-writing in

1980 would have reduced the ratio by about 10 percent.

TABLE 2. BorToM-UP: MULTIGENERATIONAL WEALTH
COMPARISON

Actual Equalized

will rate will rate
Generation 0: 1980 2.84 2.84
Generation 1: 2000 2.89 2.71
Generation 2: 2020 2.97 2.79
Generation 3: 2040 3.06 2.81

Source: Authors’ calculations from the HRS (1992-2020).

This 10-percent estimate is remarkably similar
to the top-down approach, despite a substantially
different model. The similarity in the results across
the two approaches demonstrates the robustness
of the results. This robustness inspires confidence
that increasing will-writing among Black households
could provide a modest but meaningful contribution
to narrowing racial wealth gaps.

Conclusion

The racial wealth gap has proven to be a persistent
problem, and one reason may be that Black decedents
have a much lower likelihood of having a will. This
brief explores how the racial wealth gap might have
evolved since 1980 had will-writing rates been equal
for Black and White households. The robust finding
is that such a change would have modestly but mean-
ingfully reduced the wealth gap — by about 10 percent
— by the time today’s prime-age workers reach their
peak wealth years (ages 60-70) in 2040. While no one
change is likely to completely close the racial wealth
gap, interventions that increase the will-writing of
Black households are one promising avenue for policy
exploration.
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Endnotes

1 Aubry et al. (2024).

2 Derenoncourt et al. (2024).
3 Derenoncourt et al. (2024).

4 See Jorda et al. (2019) and Kuhn, Schularick, and
Steins (2020).

5 Differences in location are in part due to discrimi-
nation and less access to mortgage loans; see Munnell
etal. (1996) and Liu and Quinby (2023). For a discus-
sion of differences in foreclosure rates, see Kermani
and Wong (2021). Interestingly, recent work suggests
that Black households earn a higher return on hous-
ing investment when rental yields are accounted for.
See Diamond and Diamond (2024).

6 See Aubry, Munnell, and Wettstein (2023).

7 See Munnell and Sundén (2003); Sabelhaus and
Thompson (2022); and Aubry, Munnell, and Wettstein
(2023).

8 See Aubry, Munnell, and Wettstein (2023).
9 See, for example, Strand (2010) and Wright (2020).

10 See Choi et al. (2019) and Aubry, Munnell, and
Wettstein (2023).

11 See Aubry, Munnell, and Wettstein (2023).

12 Since the HRS began in 1992, the 1980 wealth
values were extrapolated from 1992 using the aver-
age annual nominal growth rate for Black and White
investors in the HRS from 1992 to 2020.

13 See Angrisani, Hurd, and Rohwedder (2019) and
Kaplan and Violante (2022). These marginal propen-
sities to consume (MPCs) are assumed to be the same
across race as are rates of return on assets. While
this assumption is counterfactual, it guarantees that
differences in MPCs and returns are not driven by
the different will-writing rates across race, as hypoth-
esized in the background section.

14 Based on estimates from the HRS. This age is
calculated using all respondents from all waves by
the first wave each respondent reported a non-zero
inheritance.

15 In 2024, a 58-year old is expected to live until age
82.9; however life expectancy was lower for prior co-
horts (U.S. Social Security Administration 2024).

16 Also, as one might expect, the cross-mode correla-
tions of bequests and wealth are substantially weaker,
with housing wealth having an insignificant associa-
tion with non-housing bequests and non-housing
wealth having only a very small association with hous-
ing bequests.
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