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A study of consumption decisions and wealth, individual data,
political economy and theory

By James E. CURTIS Jr."

Abstract. Recent studies have used regression decomposition to analyze recent data and
found that over seventy percent of the black-white wealth differences remained unexplained
(See, e.g., Gittleman & Wolff 2000; Altonji, Doraszelski & Segal 2000; and Blau &
Graham 1990). Their results are limited to the variation in modern data. This study
contributes improved methodology and historical empirical results to the literature on
economic discrimination. In this paper, (i) presents structural regression decompositions,
which are modifications to methods developed by Becker (1957) and Oaxaca (1973); (ii)
presents a basic empirical test when analyzing structural regression decompositions; (iii)
reports the estimated sources of black-white differences in wealth directly before and after
emancipation; (iv) links these findings to recent studies. Empirical estimates confirm that
the size and persistence of modern black-white wealth differences have historical roots. (v)
presents decision-making considerations of “individuals” in an economy with grouped
individuals, owners of firms, and social planner(s), conditional on wealth constraints with
applied social economic considerations.
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1. Introduction: Case one: Agent-specific constraints
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subject to Xise < Ejise

Let Usi= Voo Nittsn” ")
such that U = ¥ [N Nt )]
where Y *=vyu Nsr= Yursp)

8 *= 19 1](5[’}19(5/’)

F Uﬂb 61; [ (% t N ug'/'SP = v w]'SPn n=/ (X (n)g'/"Sx(n )I]'SP) o
such that U =y Ne[M=ANi=AN n:l(X(n)l]"Sx(n)ljSP)a(n)’))]
where y ’= Yu [ Msp-Ywrse) (|_| j':l( M Vuy”SP))]

a (11 ) ‘=a ( n )I? [/'(SP)'.?(SP)

' Independent researcher, PO Box 3126, Washington, District of Columbia, USA.
& +(202)739-1962
= jamesjr@jecjef.net



Journal of Economics Library
Further, let: Ejsr = =1 Prafxmise + Prafxwi + €jsp foralln = 1,2, E # |

Further, let: X = Zo=1 PemXwi + PrayXwi

where Prij = Peof 1+8xi+ Z g=1l i)
Pr=n(B)

Therefore, the decision becomes:

MAX /x,;2 0} U =y’ Moet[ M- M- Mo XKigSemis) “®))]

subject to 21 Prwyj X + PrayiXwi € Zo=1 PriCxwyiise + Praxai + €jsp

Further, let:  Xo-i ProRrwisr + Zv-1Wolty = W
where W= Dsw)
b= ey - Xy
2. Case two: One universal constraint
MAX {x,;20} U=yl Us "
Subject to X<e
Further, let: €=3Xgp-Bp»+e
By =322 -1 Ejse + €0
Ejsp = Exwisr + Zi=iZ j=1 Prafawi + €5 foralln =12, ,E # |
E xwiise =Z -1 Deafximiisp
such that € = X2 =121 Prifxmiise + LimiZ j=1 Prafxii + €%
where e* =e +Zso-ese t+ L2 -5
Further, let: X = 2i2jm1 LomtProyiXwi + Zimt Zi=PrayX i
where Priyi = Prof 1+65t Z -1t axiy)
P.r=n(B)
Therefore, the decision becomes:

MAX {x,;2 0} U =y’ Nsp=y[ M= ni:l(rlnz/(Xm]"Sx(n);jSP)a(n),))]
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where W= Proy

b= exwi - Xui
3. A model of wealth

Let: W= (1-g2 gst)l+ Ay + (1-2)(2 - Sei + Cy) - Gy
I =2~ w>h’;
W= Wi = Supr Z g1ty
b= hi- 61
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Priny; = prinf 1 - Szimpe™t 2 g1t ozimy)
Z.ii = Yzl - Xomari™”
Prina; =Pzl = Ozamaye- L g=it "azim)
Xoim i = Xzamais= O zim.ajie

where

S is subsidies,

g is the tithe,

G is offerings,

g is governments,

C is social capital, i.e. food and medications from societal organizations,

p is the rate of return,

y is the knowledge on scaling the rate of return, i.e. the 1996-97 INVESCO case
study,

d is inputs,

N is appreciative,

N: is non-appreciative
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