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I. History of Racial Wealth Gap in the United States   
 
Evaluating wealth disparities in the United States tells a story of racial inequality spanning 
generations.  As of 2016, the median net worth of a white family in America ($171,000) was ten 
times that of a median Black family ($17,150).1  These gaps persist even when adjusted for certain 
defining characteristics like education level, where white households with an advanced degree 
have a median household wealth that is more than five times that of Black households with an 
advanced degree.2  Today, amid the Coronavirus pandemic, these disparities are even more 
pronounced with Black individuals impacted twice as hard by the virus’s long-lasting impacts.3  
 
The racial wealth gap cannot be explained away by one single factor.  There have been numerous 
events in American history that have contributed to widening the racial wealth gap for African 
American communities over more than 150 years since the abolition of slavery.  Some of the most 
deleterious events included the practice of redlining, the selective administration of the G.I. Bill, 
and other racial discrimination in banking institutions.  These events had the cumulative effect of 
setting back familial wealth and community development in Black communities for generations, 
the effects of which are still rampant today.  
 

A. Redlining Created Generational Harms for Black Communities 
 
The practice of redlining erected barriers that barred Black households from participating in one 
of the largest means of wealth building.4  Homeownership has been long proven as one of the most 
effective means of wealth building and familial development.  In the early 1930s, as a response to 
the Great Depression, President Roosevelt established the Home Owner’s Loan Corporation 
(“HOLC”) to refinance mortgages backed by the government with lower interest rates and longer 
repayment periods.  These loans were intended to allow poor individuals the opportunity to buy 
homes and partake in wealth building that would grow tenfold in generations.  However, approval 
for these loans often depended on the race of the homebuyer and the racial makeup of the 
neighborhood.5  HOLC examiners created maps which color-coded the desirability of various 
neighborhoods in the city and signaled to lenders the appropriate levels of investment.  At the time 
it was commonplace for most affluent, white, and wealthy neighborhoods to be highlighted green; 
areas deemed relatively desirable were marked blue; those less desirable and declining were 
marked yellow; and majority of Black neighborhoods were routinely lined red.6 
 
Consequentially, loans in the red-lined neighborhoods were unavailable or very expensive, making 
it more difficult for low-income minorities to buy homes and laying the groundwork for the 

 
1  Kriston McIntosh et al., Examining the Black-white Wealth Gap, BROOKINGS INSTITUTION (Feb. 27, 2020), 
https://www.brookings.edu/blog/up-front/2020/02/27/examining-the-black-white-wealth-gap/.  
2  See Heather Long & Andrew Van Dam, The black-white economic divide is as wide as it was in 1968, WASH. 
POST (June 4, 2020), https://www.washingtonpost.com/business/2020/06/04/economic-divide-black-households/.  
3  See id.  
4  Odeta Kushi, Homeownership Remains Strongly Linked to Wealth-Building, FIRST AMERICAN FINANCIAL CORP. 
(Nov. 5, 2020), https://blog.firstam.com/economics/homeownership-remains-strongly-linked-to-wealth-building.  
5  McIntosh, supra note 1. 
6  See Brenda Richardson, Redlining’s Legacy Of Inequality: Low Homeownership Rates, Less Equity For Black 
Households, FORBES.COM (June 11, 2020), https://www.forbes.com/sites/brendarichardson/2020/06/11/redlinings-
legacy-of-inequality-low-homeownership-rates-less-equity-for-black-households/.  

https://www.brookings.edu/blog/up-front/2020/02/27/examining-the-black-white-wealth-gap/
https://www.washingtonpost.com/business/2020/06/04/economic-divide-black-households/
https://blog.firstam.com/economics/homeownership-remains-strongly-linked-to-wealth-building
https://www.forbes.com/sites/brendarichardson/2020/06/11/redlinings-legacy-of-inequality-low-homeownership-rates-less-equity-for-black-households/
https://www.forbes.com/sites/brendarichardson/2020/06/11/redlinings-legacy-of-inequality-low-homeownership-rates-less-equity-for-black-households/
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country’s persistent racial wealth gap to blossom.7  Redlining (as the term was coined) became 
one of the most effective methods of isolating Black people in areas that would receive lower 
levels of investment than their counterparts.  Because most American families hold much of, and 
build, their wealth in their homes, Black families, whose homes were redlined or those who were 
not allowed to move into more favorable neighborhoods, were at a significant disadvantage when 
it came to building generational wealth.8  Not only were Black families barred from equal access 
in securing funds, but also the majority of Black investments was devalued by government 
disinvestments.  For example, in the early 20th century, Durham’s “Black Wall Street” was a 
bustling city center that featured many Black-owned businesses and entrepreneurs.9  However, 
even with steady business, “Durham's ‘Black Wall Street’ was not equipped to combat the forces 
of government disinvestment from Black neighborhoods that kept Black home values down.  Three 
of Durham's four trash incinerators were placed in Black communities. While parks, paved roads, 
and sewer lines were mostly-reserved for White neighborhoods.”10  
 
Government disinvestment, along with discriminatory lending, had crippling effects on 
predominantly Black neighborhoods and the individuals that called them home, which are visible 
even today.  Studies have found that “[n]ationally, nearly two-thirds of neighborhoods deemed 
‘hazardous’ [by redlining standards] are inhabited by mostly minority residents, typically black 
and Latino…[and] [c]ities with more such neighborhoods have significantly greater economic 
inequality. On the flip side, 91 percent of areas classified as ‘best’ in the 1930s remain middle-to-
upper-income today, and 85 percent of them are still predominantly white.”11 
 
As one recent Washington Post article notes, the financial and racial discrimination codified nearly 
a century ago continues to affect homeowners and whole communities today:  
 

There’s a significant difference in home values even when a neighborhood consists 
of affluent Black homeowners. Just look at one wealthy Chicago suburb, the 
Stateline report says: “Olympia Fields, once a majority-White community and now 
one of the wealthiest and best-educated majority-Black municipalities in the 
country, has about the same home prices as it did in 1990. 

 
Between 1996 and 2018, the median home value in neighborhoods previously 
labeled as “best” for mortgage lending rose 230.8 percent to $640,238, according 
to a report by the home-sale marketing company Zillow. The median value in the 

 
7  See Tracy Jan, Redlining was banned 50 years ago. It’s still hurting minorities today., WASH. POST (Mar. 28, 
2018), https://www.washingtonpost.com/news/wonk/wp/2018/03/28/redlining-was-banned-50-years-ago-its-still-
hurting-minorities-today/.  
8  See Redlining was outlawed in 1968. Here’s how the practice is still hurting Black Americans, CBSNEWS.COM, 
Oct. 10, 2020, https://www.cbsnews.com/news/wealth-gap-black-americans-redlining/.  
9  Amanda Magnus, Dana Terry & Frank Stasio, The Past, Present And Future Of Durham’s Black Wall Street, 
NORTH CAROLINA PUBLIC RADIO (June 7, 2019), https://www.wunc.org/race-demographics/2019-06-07/the-past-
present-and-future-of-durhams-black-wall-street.  
10  Joel Brown, What is ‘redlining’ and how it doomed generations of Black families in Durham, ABCNEWS.COM 
(Feb. 24, 2021), https://abc11.com/walltown-durham-redlining-racism-nc-history/10367129/.  
11  Jan, supra note 7. 

https://www.washingtonpost.com/news/wonk/wp/2018/03/28/redlining-was-banned-50-years-ago-its-still-hurting-minorities-today/
https://www.washingtonpost.com/news/wonk/wp/2018/03/28/redlining-was-banned-50-years-ago-its-still-hurting-minorities-today/
https://www.cbsnews.com/news/wealth-gap-black-americans-redlining/
https://www.wunc.org/race-demographics/2019-06-07/the-past-present-and-future-of-durhams-black-wall-street
https://www.wunc.org/race-demographics/2019-06-07/the-past-present-and-future-of-durhams-black-wall-street
https://abc11.com/walltown-durham-redlining-racism-nc-history/10367129/
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areas redlined as “hazardous” based on race climbed just 203.1 percent to 
$276,199.12 

 
B. Unequal Distribution of G.I. Bill Benefits Further Harmed Black Veterans and 

Families 
 
The second significant barrier that disproportionately affected Black individuals was the 
management of the G.I. Bill. Officially titled the Serviceman’s Readjustment Act of 1944, the 
Roosevelt Administration established the G.I. Bill to assist millions of veterans returning home 
and re-entering society after World War II, by offering veterans a myriad of benefits such as free 
tuition for college or vocational school, stipends to assist with cost of living, and guaranteed loans 
to purchase a home, farm, or business.13  These benefits jumpstarted generations of servicemen 
through acquired education, vocational training, and the ability to purchase homes in America’s 
blossoming suburbs. However, these benefits were not equally allocated to all servicemen. Despite 
accounting for more than 1.1 million servicemen in World War II, Black Americans were not given 
the same access to G.I. Bill’s benefits as their White counterparts were.14  
 
In the mid-1940s through the 1950s, many Black Americans were legally barred from attending 
most colleges and universities throughout the country.  Reports have found that Black individuals 
in this period were effectively limited to a list of approximately 75 institutions in the country that 
were feasibly available for Black Americans if they sought to pursue a bachelor’s degree. .  For 
those seeking a vocational degree, the situation was not much brighter, and many obstacles limited 
the opportunities available to them.  A study of data compiled from the Bureau of the Census, the 
National Urban League, the Southern Regional Council, and the American Veterans Committee 
notes the following:  
 

Because of the limited training opportunities, a number of individuals and groups 
have set up special vocational training courses for Negro veterans. Although these 
courses have, in every case, been approved by the Department of Education in the 
respective states, it is doubtful if many of them meet minimum standards for this 
type of training.15   

 
The G.I. Bill also offered returning veterans guaranteed housing loans but many Black 
veterans that applied for these loans were denied due to the location of the housing 
(predominantly Black areas) that were disallowed due to discriminatory redlining 
prohibitions. 
 
 
 

 
12  Michelle Singletary, Being Black lowers the value of my home: The legacy of redlining, WASH. POST (Oct. 23, 
2020), https://www.washingtonpost.com/business/2020/10/23/redlining-black-wealth/.  
13  G.I. Bill, HISTORY.COM (June 7, 2019), https://www.history.com/topics/world-war-ii/gi-bill.  
14  See Robert Levinson, Many Black World War II Veterans Were Denied Their GI Bill Benefits. Time to Fix That., 
WAR ON THE ROCKS (Sept. 11, 2020), https://warontherocks.com/2020/09/many-black-world-war-ii-veterans-were-
denied-their-gi-bill-benefits-time-to-fix-that/.  
15 Id.  

https://www.washingtonpost.com/business/2020/10/23/redlining-black-wealth/
https://www.history.com/topics/world-war-ii/gi-bill
https://warontherocks.com/2020/09/many-black-world-war-ii-veterans-were-denied-their-gi-bill-benefits-time-to-fix-that/
https://warontherocks.com/2020/09/many-black-world-war-ii-veterans-were-denied-their-gi-bill-benefits-time-to-fix-that/
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C. Bank Fraud and Poor Management Instilled Distrust and Further Caused 
Lack of Access to Capital  

 
The lack of access to capital in the Black community also has ties to banking mismanagement and 
mistrust.  Shortly after emancipation, millions of Black American families were allowed access to 
financial capital for the first time in generations.  To address this need, the Freedmen’s Bank was 
established in 1865 to help newly freed Black Americans start to develop their own wealth. 
Although it did not offer loans, Freedmen’s Bank grew strong with tens of thousands of depositors 
trusting it with their assets.16 However, by 1874, fraud and mismanagement from Henry Cook, one 
of the bank’s white board members, led to the closure of the bank and the loss of more than $3 
million in assets from nearly 60,000 Black individuals, mostly employees and managers of Black 
owned businesses.17  As a result, dozens of Black entrepreneurs and hundreds of Black families 
lost the only wealth they had ever accumulated in their family’s lineage.18  This created a hostility 
among many Black communities towards American banking systems and more formal means of 
investing.  Apart from the rampant racism surrounding loan approval and rate equality, this 
hostility also prevented many Black Americans from cultivating wealth through the means of 
savings accounts and traditional investing. 
 
Black Americans eventually organized and operated their own banks, the first of which was Capital 
Savings Bank, established in 1888.19  “Over the next 50 years, 134 Black banks were 
established.”20   However, that number has dwindled drastically over time, and as of 2021, 
approximately 20 banks are owned or governed by Black Americans, representing only 0.4% of 
all banks in the country.21 
 
Today, more than 140 years after the mismanagement of the Freedmen’s Bank, Black communities 
still struggle to have access to financial services due to “branch deserts.”   
 

Branch deserts are parts of cities or counties where bank branches are more or less 
non-existent. Black and Latinx communities are less likely to have bank branches, 
both nationally and within metropolitan areas.…Branch deserts make it difficult for 
people in these communities to access basic financial services from banks, simply 
because it is harder to reach them.  Many payday lenders, check cashers, and other 
non-bank services, take advantage of branch deserts.  This makes the types (and 
cost of) financial services available in communities of color dramatically different 
to white communities.22   

 

 
16 See Eytan Bensoussan, The Legacy of Racism in the Banking Industry, NORTHONE, 
https://www.northone.com/blog/northone/the-legacy-of-racism-in-the-banking-industry. 
17 Id. 
18  Id.  
19  See Jennifer Surane, Citigroup Traders, Bankers Vie to Do Stints at Black-Owned Banks, BLOOMBERG.COM (July 
21, 2021), https://www.bloomberg.com/news/articles/2021-07-21/citigroup-traders-bankers-vie-to-do-stints-at-
black-owned-banks. 
20  Id. 
21  See Minority Depository Institutions Program, FED. DEPOSIT INS. CORP., 
https://www.fdic.gov/regulations/resources/minority/mdi.html. 
22  See Bensoussan, supra note 16.  

https://www.northone.com/blog/northone/the-legacy-of-racism-in-the-banking-industry
https://www.bloomberg.com/news/articles/2021-07-21/citigroup-traders-bankers-vie-to-do-stints-at-black-owned-banks
https://www.bloomberg.com/news/articles/2021-07-21/citigroup-traders-bankers-vie-to-do-stints-at-black-owned-banks
https://www.fdic.gov/regulations/resources/minority/mdi.html
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D.  Lack of Access to Capital to Black Americans Also Exist at the Top  
 
The racial biases and inequities that have persisted through generations remain intact and are 
evident in today’s asset management industry.  Specifically, there are stark racial disparities in 
top-level management of global financial assets (e.g., mutual funds, hedge funds, real estate, and 
private equity).  According to a Harvard Business Review study, since 1990, the industry has 
remained relatively homogenous – particularly white and male.23  Other studies have found that 
among $69.1 trillion of global financial assets under management, fewer than 1.3% are managed 
by women and people of color.24, 25  
 
One of the primary reasons for the lack of diversity in asset management is that the industry has 
long recruited from the same white, male-dominated networks for decades.26  Young white male 
professionals have greater access to networking opportunities, while others, especially Black 
Americans, do not.27  In addition, investors’ reliance on the most widely-recognized firms with 
traditional fund and fee structures, which are also white, male-dominated, further contributes to 
the racial and gender wealth gap. 
 
II. Current Efforts to Narrow the Racial Wealth Gap  
 
Following last summer’s Black Lives Matter protests and the murder of George Floyd, there have 
been increased efforts to address the deeply rooted problems that contribute to the racial wealth 
gap in the United States. 
 
Departing from traditional norms of relying on the same traditional firms, a new generation of 
private equity dealmakers and investors are exploring other opportunities to “back veteran 
investment professionals who are leaving mega-firms and establishing their own firms with more 
flexible fund structures, more access to individual investments, more optionality on different deals 
and the ability to earn more returns as the firms grow their businesses.”28  This emerging trend 
further allows investors to have more direct access, selectivity, and control over the deals they 
invest, while first-time managers have the ability to build direct relationships with investors, hold 
investments for a longer period of time, and innovate outside of the established large asset 

 
23  Paul Gompers & Silpa Kovvali, The Other Diversity Dividend, HARV. BUS. REV., July-August 2018, (Magazine), 
at 72-77, https://hbr.org/2018/07/the-other-diversity-dividend.   
24  Morgan Simon, Racial Bias in Investing? Just Look at the Data, FORBES.COM (Sept. 24, 2019), 
https://www.forbes.com/sites/morgansimon/2019/09/24/racial-bias-in-investing-just-look-at-the-
data/?sh=75ee4e83a8e6. 
25  Only 12% of venture capital firms have women with decision-making authority, and most firms do not have a 
single female partner.  In addition, there has been a recent significant reduction in venture capital funding for 
women-led startups from 2.8% of funding in 2019 to 2.3% in 2020. [CITE]. 
26  See Rose Horowitch, Swensen tells money managers to increase diversity if they want to work with Yale, YALE 
NEWS (Oct. 27, 2020), https://yaledailynews.com/blog/2020/10/27/swensen-tells-money-managers-to-increase-
diversity-if-they-want-to-work-with-yale/.  
27  See id. 
28  Elizabeth Weymouth, A new generation of private equity dealmakers are capturing investor attention, PRIVATE 
EQUITY WIRE (July 21, 2021), https://www.privateequitywire.co.uk/2021/07/21/303892/new-generation-private-
equity-dealmakers-are-capturing-investor-attention.  

https://hbr.org/2018/07/the-other-diversity-dividend
https://www.privateequitywire.co.uk/2021/07/21/303892/new-generation-private-equity-dealmakers-are-capturing-investor-attention
https://www.privateequitywire.co.uk/2021/07/21/303892/new-generation-private-equity-dealmakers-are-capturing-investor-attention
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management complex.29  Thus, those in the asset management industry are no longer beholden to 
the same white, male-dominated networks.   
 
In addition, various institutions in higher education are actively seeking to diversify the firms that 
manage their endowment funds.  The University of Chicago, which launched its efforts to diversify 
its investment managers in 2008, has dedicated a section of the university’s business symposium 
specifically to diverse asset managers.30  This has helped create a pipeline of women- and minority-
owned managers for its investment office to evaluate and consider as potential recipients of funds, 
and it has yielded great success.  In 2010, there were 5 diverse managers responsible for only $200 
million of its $5.7 billion endowment (or 3.5% of its portfolio), and in 2020, there were 25 diverse 
managers responsible for $1.24 billion (or 15% of its portfolio).31  Other schools like Howard 
University and Warren Wilson College have also committed to access diverse firms through their 
policy statements or expansion of networks into minority-owned firms.32  Meanwhile, Yale 
University has taken a more aggressive approach by publicly instructing its endowment 
management firms to diversify their staff to take “a more systematic approach to the problem of 
the lack of women and minorities in the asset management industry,” or risk having Yale withdraw 
its money from them.33 
 
Banks have also joined in Wall Street’s efforts to preserve and promote minority deposit 
institutions (“MDIs”) by providing equity investments or mentoring these banks.  MDIs are banks 
that are majority-owned or majority-governed by people of color.  As of March 31, 2021, there 
were 142 minority depository institutions in the country, which represents 3% of all banks, and 
only approximately 20 of MDIs are Black-owned.34  MDIs serve low-and-moderate-income, 
unbanked and underbanked communities at higher rates than comparable mainstream banks.35  In 
order to support the country’s dwindling minority depository institutions, and in response to 
George Floyd’s murder, banks have made significant equity investments in MDIs.36  According to 
the National Bankers Association, every dollar invested in MDIs can increase lending by a 
multiplier of ten in minority communities. [CITE].  For even greater impact, banks have also taken 
initiative to mentor MDIs.  For instance, Citigroup, Inc. has implemented a new program under 
which bankers and traders can spend time at a Black-owned Bank to help identify and target 
revenue opportunities, while receiving their Citigroup salaries.37  By transferring talent to help 
create business, re-establish MDIs as community-development finance institutions, and broaden 

 
29  See id. 
30  Amy Whyte, How University of Chicago, Howard, & Other Endowments Are Tackling Asset Management’s Big 
Problem, INSTITUTIONAL INVESTOR (Aug. 21, 2020), 
https://www.institutionalinvestor.com/article/b1n18zs7kr1bxv/How-University-of-Chicago-Howard-amp-Other-
Endowments-Are-Tackling-Asset-Management-s-Big-Problem.  
31  See id. 
32   See id. 
33  Horowitch, supra note 26. 
34  See FED. DEPOSIT INS. CORP., supra note 21. 
35  2019 Minority Depository Institutions: Structure, Performance, and Social Impact, FED. DEPOSIT INS. CORP., 
https://www.fdic.gov/regulations/resources/minority/2019-mdi-study/full.pdf.  
36  For example, Wells Fargo has invested $50 million in 13 Black-owned banks.  Wells Fargo Completes 
Investments in 13 Black-Owned Banks, Fulfilling $50 Million Pledge Made in 2020, BUSINESS WIRE (May 24, 
2021), https://www.businesswire.com/news/home/20210524005139/en/Wells-Fargo-Completes-Investments-in-13-
Black-Owned-Banks-Fulfilling-50-Million-Pledge-Made-in-2020.  
37  See Surane, supra note 19. 

https://www.institutionalinvestor.com/article/b1n18zs7kr1bxv/How-University-of-Chicago-Howard-amp-Other-Endowments-Are-Tackling-Asset-Management-s-Big-Problem
https://www.institutionalinvestor.com/article/b1n18zs7kr1bxv/How-University-of-Chicago-Howard-amp-Other-Endowments-Are-Tackling-Asset-Management-s-Big-Problem
https://www.fdic.gov/regulations/resources/minority/2019-mdi-study/full.pdf
https://www.businesswire.com/news/home/20210524005139/en/Wells-Fargo-Completes-Investments-in-13-Black-Owned-Banks-Fulfilling-50-Million-Pledge-Made-in-2020
https://www.businesswire.com/news/home/20210524005139/en/Wells-Fargo-Completes-Investments-in-13-Black-Owned-Banks-Fulfilling-50-Million-Pledge-Made-in-2020
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affordable-housing efforts, Citigroup is helping to change the narrative that has long prevented the 
narrowing of the nation’s wealth gap.38  
 
While the above remedial measures will not erase the historical past that gave rise to today’s racial 
wealth gap crisis, they reflect a growing understanding of the need to undo the damage by, among 
other things, increasing Black Americans’ and other minorities’ access to capital, investing in 
MDIs, and increasing diversity in top-level management positions in the asset management 
industry. 
 
 

 
38  See Surane, supra note 19. 


