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The Lack of Financial Literacy in the African American Community
The topic I have selected is the Lack of financial literacy among the African American community. African Americans are not exempted from an increasingly dynamic and unforgiving global economy where financial literacy is essential to financial decision-making (Amoah, 2016). Fundamentally, financial literacy refers to the level of knowledge in areas such as savings and investment, numeracy, stocks and bonds, inflation, interest, debt and risk management among others which assist in making informed financial decisions (Amoah, 2016). As such, financial literacy transforms an individual’s behavior and attitude regarding money, savings and risk management, as well as independent financial decision making (Amoah, 2016). Although most Americans lack financial literacy in general, African Americans in particular rank lowest (Amoah, 2016). Additionally, the African American community has the most drastic inequality of income and wealth with an underlying deficit in financial literacy resulting in cumbersome debts affecting individuals and the community as a whole (Brunson, 2016). Even worse, financial literacy levels have declined within the African American community in recent years, which indicates a growing problem that needs to be addressed to guarantee a favorable financial future for this community.
Low levels of financial literacy are strongly associated with poor financial decision-making skills, high indebtedness and low wealth accumulation (Amoah, 2016). As such, financial illiteracy in the African American community has resulted in Blacks being less likely to become homeowners, which is significant to wealth accumulation since housing is the largest component of wealth for most families in the United States (Fisher, 2010). Additionally, Blacks are less likely to get accepted for mortgage, which negatively affects their purchasing power (Fisher, 2010). Furthermore, African Americans generally spend more than they save, which negatively affects their wealth accumulation and economic well-being (Amoah, 2016). Consequently, African Americans, accumulate low financial wealth at retirement, own low household assets such as stocks, housing, 401(k), and IRAs; and are not only challenged with huge debt burdens, but also own fewer investment products such as stocks and CDs due to low knowledge of investment (Amoah, 2016). Subsequently, African Americans are more likely to be unbanked, under-banked, and to fall victim to predatory lending (Amoah, 2016).
This topic is important to me because I believe that the current levels of financial literacy among African Americans can be detrimental to their financial and overall well-being now and in the future. In a dynamic global economy, this financial illiteracy may result in blacks being left behind. As such, I believe that studying the underlying factors that contribute to financial illiteracy will help us determine what needs to be altered to increase financial knowledge among the members of this community. Also, I am convinced that researching this topic will help us assess the effectiveness of current efforts aimed at increasing financial literacy among blacks, and how they can be improved. Ultimately, I believe that if appropriate interventions are not made, future generations of African Americans may face similar challenges and therefore perpetuate the vicious cycle of poor financial decisions due to low levels of financial literacy.
Literature Review Table
	Author(s)
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	Brunson, C. 
	2016
	Qualitative 
	 11 African American individuals from Akron, Ohio were interviewed face-to-face in one-hour increments using structured interview questions related to finance and debt to understand the problem of lack of financial literacy and the impact it has on the African American Community.  The interviewer collected data through examining documents and observing behavior.

	Research showed that the individuals had a basic understanding of financial education, but circumstances in the African American community such as unemployment, low wage, and financial education prevent individuals from making great financial decisions.


	Amoah
	2016
	Quantitative 
	382 African Americans living in Columbus, Ohio participated in a 31-survey questionnaire assessing the participants’ financial knowledge concerning income, money management, savings, spending, credit, and insurance. 
	Research showed that African-Americans’ knowledge in financial matters is relatively below average and that formal financial
Education enhanced knowledge in financial matters among them. Also found that African American males have more knowledge in financial matters than females, and more than half of African-Americans rely on themselves for financial decisions.


	Hudson, Young, Anong, Hudson & Davis 
	2017
	Quantitative and Qualitative
	Online survey was administered to 1819 African Americans to examine financial literacy, current financial assets, current financial debts and current financial behaviors of the participants. Secondary data from the 2015 National Financial Capability Study sponsored by the Financial Industry Regulatory Authority (FINRA) was also used to assess African Americans’ financial knowledge. 
	Study found that that African Americans were financially socialized primarily through their parents, life experiences and formal influences. Also found that educated White Americans were more financially knowledgeable than the educated African Americans. The study also showed that self-directed influences significantly affected financial knowledge.


	Fisher
	2010
	Quantitative and Qualitative 
	Study examined data of 3092 black and white non-retired people in US households from the 2007 Survey of Consumer Finances to compare Black-White differences in household saving behavior, risk tolerance and other financial aspects. 
	The study found that black households had lower average incomes, more income uncertainty, but more financial assistance from the government compared to white households. The study also showed that white households had a higher risk tolerance, and whites were more likely to be homeowners compared to blacks. Saving behaviors between blacks and whites were differentiated by their motives to save. 

	Borden, Lee, Serido & Collins
	2008
	Quantitative and Qualitative
	Pre- and post-test data were collected from 93 students with 12% being of African
or African American descent to understand the relationship of demographic variables on college students’ financial knowledge, attitudes, and behaviors, to explore the interrelationships among students’ initial levels of financial knowledge, attitudes toward credit, and their financial behaviors
	The study found that financial knowledge was not a significant predictor of either effective financial behaviors or risky financial behaviors, and male college students had more financial knowledge than female students. Also, students had relatively higher Financial Knowledge, but there were no significant effects regarding demographic factors.
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