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Abstract

Women are less wealthy than men.  This is true for women of all races, though it is particularly acute for single women of color.  A recent study found that single black and Hispanic women have one penny of wealth for every dollar of wealth owned by their single male counterparts, and a small fraction of a penny for every dollar of wealth owned by white women.
  Excluding vehicle ownership, single black women have a median wealth of $100 and Hispanic women, of $120, as compared to their black and Hispanic male counterparts, who have a median wealth of $7,900, and $9,730, respectively.
  Single white women have a median wealth of $41,500.
  

The observation that women are poorer than men is not new.  The “feminization of poverty,”
 a phrase first used by Diana Pearce to describe the increased risk of poverty for divorced women, has been studied extensively by feminist and poverty law scholars.  However, a more comprehensive picture of wealth inequalities between men and women—taking into account race, life stage, marital status—has been obscured by the fact that most women spent most of their adult lives in marriage, and were assumed to share resources with their husbands.   But the demographic landscape has changed.  For the first time in U.S. history, more than half of adult women in the U.S. are single, and on average, all women spend more than half their adult lives outside marriage.
  One demographer has described this shift as a “clear tipping point” away from marriage.
  


One consequence of this shift is that single women are now a significant demographic group whose wealth holdings can be ascertained.  This has revealed the disturbing findings described above—that women are less wealthy than men across the board, with women of color occupying the lowest rungs of the economic ladder.    


That race, along with gender, plays a role in wealth inequalities in the U.S. is, sadly, not surprising.   In their seminal book, Black Wealth/White Wealth, Melvin Oliver and Thomas Shapiro describe the phenomenon of entrenched economic inequality between blacks and whites in the United States, which they call the “sedimentation of racial inequality.”
  The phrase powerfully evokes the image of today’s economic inequality as constructed from past layers of stunted opportunities and scarce resources—the result of discriminatory practices and policies stretching back in time over many generations.  


In keeping with Oliver & Shapiro’s thesis about the deep intransigence of this problem, the most recent data indicate that racial wealth inequalities not only persist, but are worsening.  In relative terms, the “wealth gap” between non-Hispanic white and African-American families increased more than fourfold between 1984 and 2007.  The absolute values are equally stark:  In 2007, the median value of wealth holdings (excluding home equity) for white families was $100,000; for African-American families, $5,000.
 Similar wealth disparities exist between non-Hispanic white and Hispanic families.
   And as the number of single women has increased, it is now possible to discern, within each layer of racial inequality, an even more finely grained sedimentation:   women are trapped at the bottom of each layer, with dire consequences for themselves and their dependents.

This Article will focus on the myriad ways in which the tax system helps perpetuate our raced and gendered wealth inequalities.   Some features of the tax system are directly linked to wealth accumulation, and disproportionately benefit those who are already in the top layers of the wealth hierarchy.  Examples include the deduction for home mortgage interest deduction, the deferral of tax on private savings for retirement, education and health savings, and the preferential rate of tax on capital gains.
   Other features of the tax system—such as the nondeductibility of work-related expenses, the limited allowance for childcare expenses, and stacking of income of two-earner married couples—deter women from the income production that can lead to wealth accumulation.
  
 
This Article will also introduce a new claim:  that there are deep structural features of the tax system that operate to preserve and augment wealth inequalities.  These include the tax rate structure and delineation of the taxpaying unit; the privileged treatment of income from capital relative to income from labor; and the preferences accorded to owner-entrepreneurs relative to employee-workers.
   I argue that some of these features are so embedded in our system that they are assumed to be incontrovertible; and that others are so subtle that they escape detection or measurement.  

The patterns of wealth distribution in the U.S. are clearly undesirable, and the tax system must be critically evaluated and changed when it is found to perpetuate these patterns.  But if we want our tax system to go beyond the goal of “do no harm,” and to help promote a more just and fair society, we must confront a difficult set of questions:  What does a more just and fair society look like?  Should women and people of color strive to climb up the economic ladder?  Does that mean that others will be left to occupy the lower rungs?  Is there a better alternative?
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