
1

Lecture

Readings: The Color of Money, Lions 
Chasing Zebras

Racism and Sexism in Finance
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Racism and Sexism in Finance

• We’ve mostly talked about finance as a matter of math: if it’s a 
good decision, the numbers will reflect it.

• However, finance has not historically operated this way.
• This lecture is designed to:

1) Present the facts about these inequalities in-so-far as we know 
them

2) Choose your own adventure: discuss some of the solutions 
people have proposed to ameliorate the inequalities
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White-Black per capita wealth ratio: 1860-2020 

• From WEALTH OF TWO NATIONS:
THE U.S. RACIAL WEALTH GAP, 
1860-2020 

• The gap is currently 6:1, i.e. for every 
dollar of wealth Blacks own, whites 
own $6.

https://www.nber.org/system/files/working_papers/w30101/w30101.pdf
https://www.nber.org/system/files/working_papers/w30101/w30101.pdf
https://www.nber.org/system/files/working_papers/w30101/w30101.pdf
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Simulation of the racial wealth gap: 1870-2020 

• If Blacks and whites could accumulate 
capital at the same rates, the racial 
wealth gap would close 100 years 
from now

• If they could accumulate capital at the 
same rates, the gap should be 3:1 now. 
The gap would be purely based on the 
wealth inequality from the Civil War

• The difference in rates of 
accumulation has been growing in the 
1980s due to capital gains and income 
inequality
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Gender Wealth Gap
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History
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The Color of Money
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Reconstruction

• After the civil war, slavery was abolished.

• However, the southern economy strongly relied on free labour.
• Labour contracts were constructed between freed black men and 

their previous owners.
• Forty acres were supposed to be given to free black men, but 

because of threat of violence when land grants were granted, a 
bank was given instead as a placeholder.
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The Freedman’s Bank
• Officially known as The Freedman’s 

Savings and Trust Company.

• Established by Congress in 1865 and 
backed by the Federal Government.

• The idea was that former slaves could 
save to purchase their own land by 
depositing money into the bank and 
earning a conservative but steady return 
on Government bonds.

• The bank did not make loans.
Washington D.C. branch
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The Freedman’s Bank
• Over 10 years took in more than $75 million ($1.5 billion today) of deposits from 75,000 

individuals.

• 1/3 of deposits could be invested anywhere according to its charter.
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The Freedman’s Bank
• Over 10 years took in more than $75 million ($1.5 billion today) of deposits from 75,000 

individuals.

• 1/3 of deposits could be invested anywhere according to its charter.
̅ This was abused by the finance chairman Henry Cooke.

̅  He invested in railroad stock, a very risky security at the time.

• Bank managers then started taking out loans from the bank.
• After the Panic of 1873, the bank was in big financial trouble.

• June 20, 1874 the bank ceased operations. More than half the accumulated black wealth 
disappeared.
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Black Banks and Black Business
• It was thought that black banks and black businesses could work together to increase the 

capital of African-Americans.

• Because of segregation, the idea was that there would be a natural market for deposits and 
products, where before blacks had to purchase products from white sellers.
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Black Banks and Black Business
• It was thought that black banks and black businesses could work together to increase the 

capital of African-Americans.

• Because of segregation, the idea was that there would be a natural market for deposits and 
products, where before blacks had to purchase products from white sellers.

• However, customers usually ended up buying an inferior product at higher prices because 
of structural inequalities in the economy.

• Black banks often failed because their deposit base generally had a more volatile income 
base and were poorer than other banks.

• Additionally, larger banks that operated in black neighbourhoods often expatriated the 
funds to lend in white communities and did not lend in the neighbourhood they were 
based in.
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Obstacles to Black Wealth Accumulation

• Tulsa race massacre/Black Wall Street destruction

https://daily.jstor.org/the-devastation-of-black-wall-street/
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Black Empowerment and White Mobilization 

• After the Voting Rights Act was 
introduced, black voter registration 
increased under covered counties

• White voter registration in response also 
increased (“counter mobilization”)

• The surge in racial animosity from the 
Voting Rights in these areas persists in 
hate crimes occurring between 2000-
2018

• Bernini et al. 2023

https://conference.nber.org/conf_papers/f186283.pdf
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The “New” Deal
• In order to pass the New Deal, FDR needed the backing of southern Democrats.
• The southern Democrats wanted their racial and economic hierarchy preserved.

• As a result, many worker protections ended up protecting whites and not blacks.
• New Deal: regulated work hours, established unions, established Social Security.

• Most Blacks could not participate because they were agricultural workers and domestic 
workers that were not covered by these provisions.

• The Public Works Administration also used labour to build many single-family houses and 
not to rehabilitate inner city ghettos.
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The New Deal and Mortgage Credit
“You wanna know what’s more important than throwin’ away money at a strip club? 

Credit.” - Jay-Z The Story of O.J.

• Housing wealth is the largest source of wealth for the average American. Mortgage credit 
allows access to this “savings vehicle”

• The New Deal made that possible through:
̅ Established the Federal Housing Administration 

̅ Established the Veterans Administration

̅ FHA (and later GI Bill through VA) created an insurance fund that would guarantee lenders if 
their homeowner could not pay their mortgage.

̅ Banks followed the guidelines of the Home Owners Loan Corporation when they made their 
loan decisions.
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The “New” Deal and Mortgage Credit
• Home Owners Loan Corporation created standardized mortgage appraisals.
• They mapped areas to predict the likelihood of property appreciation.
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Redlining
• Redlining refers to a discriminatory pattern of disinvestment and obstructive lending 

practices that act as an impediment to home ownership among African Americans and 
other people of color.

• Red areas were areas that would not experience price appreciation according to these 
HOLC maps and so banks did not make mortgage loans for houses in those areas.

• In the Home Owners Loan Corporation determinations, race was a larger factor in 
determining a red area than age of house, proximity to downtown, creditworthiness of 
residents, public parks, etc.
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The Color of Law

Suppose you were black and wanted to move to one of the green areas:
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The Color of Law

Suppose you were black and wanted to move to one of the green areas:



24

The Color of Law

“In 1985, Robert and Martha Marshall bought a home in 
Sylvania…Their house was firebombed on the night they moved in. A 
month later, a second arson attack destroyed the house, a few hours 
before a Ku Klux Klan meeting at which a speaker boasted that no 
African Americans would be permitted to live in Sylvania. The Marshall 
family then sued a county policy officer who had been identified as a 
member of the Klan. The officer testified that about half of the forty 
clan members known to him were also in the police department and 
that his superiors condoned officers’ Klan membership, as long as the 
information did not become public.”

   -The Color of Law p. 150



25

Urban “Renewal”
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Government aid: Reality and Perception

“ The story was that after decades of New Deal-
era federal subsidies had created a white middle 
class, reinforced a segregated black underclass, 

and created a cycle of poverty that made it 
difficult for many to find shelter and food 

without government aid, it was black people 
who were being unjustly enriched by the overly 

generous hand of the state.” 
-The Color of Money p.216
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Sexism
• Women could not sign for a loan on their own - they needed a male co-signer to do so.
• When a divorced or single woman applied for credit she was immediately asked questions 

about her life choices, sexual habits, and various other personal information that was both 
irrelevant to the credit decision and not asked of men.

• Some banks discounted the wages of women by as much as 50 percent when calculating 
their credit card limit.

• When members of minority groups attempted to get a loan applications, they were either 
told that the bank was not making consumer loans, or that the area that the person lived 
was outside of the lending area of the bank.
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Sexism
• “Women could be required to sign an affidavit that they were taking birth control and 

would not have any more children in order to get a mortgage. Lenders could even ask for 
a written confirmation of this from a medical practitioner, known as a ‘baby letter’. Many 
creditors applied stricter standards for applications if the wife, instead of the husband, was 
the main wage earner” 

    -Bartscher (2023)
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What we know

• The financial system has been historically 
racist and sexist.
̅ This means that the “free market” on its 

own does not solve racist or sexist 
provision of credit in the banking 
system.

̅ The free market also does not solve 
state-sponsored or extrajudicial violence 
and restrictions that enforce racism.
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Fair Housing Act, 1968
• The Fair Housing Act prohibits discrimination in housing because of: 

̅ Race

̅ Color
̅ National Origin 

̅ Religion

̅ Sex
̅ Familial Status

̅ Disability

• You can’t refuse to rent, negotiate, provide different terms or facilities, falsely deny 
housing is available for rent or inspection, etc. (HUD)
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Equal Credit Opportunity Act, 1974
• It is illegal for creditors to:

̅ Discriminate based on race, sex, age, national origin, or marital status, or because one receives 
public assistance.

̅ Ask about marital status if a candidate is applying for separate, unsecured credit.∗
̅ Ask the candidate if they plan to have children or additional children.
̅ Disallow regular sources of income, such as reliable veteran’s benefits, welfare payments, 

Social Security payments, alimony, child support, etc. Nor may they refuse to consider or 
discount any income earned from a part-time job, pension, annuity, or retirement benefits 
program.

*with some exceptions. (Wikipedia)

Supporters of ECOA
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Community Reinvestment Act, 1977

• Designed to encourage commercial banks and savings associations to help meet the needs 
of borrowers in all segments of their communities, including low- and moderate-income 
neighborhoods.

• Ideal was to reduce discriminatory credit practices against low-income neighborhoods 
(redlining).

• The Act mandates that all banking institutions that receive Federal Deposit Insurance 
Corporation (FDIC) insurance be evaluated by Federal banking agencies to determine if 
the bank offers credit in all communities in which they are chartered to do business. The 
law does not list specific criteria for evaluating the performance of financial institutions. 
This examination culminates in a rating and a written report that becomes part of the 
supervisory record for that bank.
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Women’s Business Ownership Act of 1988
• Women who wanted a business loan in many U.S. states were required to provide a 

signature from a male relative. This law allowed women to get loans without co-signors.

• The Women’s Business Ownership Act provided seed funding for women’s business 
centers through an annual grant process by the Small Business Administration. They were 
intended to provide technical assistance to women in order to form businesses, 
particularly those who were socially or economically disadvantaged.

• Created by the Women’s Business Ownership Act, the National Women’s Business 
Council is a non-partisan federal advisory board created to present policy advice about 
women’s small business issues to the President and Congress.

• A small sub-coalition was created, which consisted of the Organization of Pan Asian 
American Women, the Black Women’s Agenda, and the Coalition of Minority Women in 
Business.

(Wikipedia)
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New Market Tax Credit, 2000
• Goal was to invest in low-income communities.
• Firms that invested in low-income communities would get a tax break equal to 39% of 

their investments over time.

• Used geography to determine these communities.
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What we know
• The financial system has been historically racist and sexist.

̅ This means that the “free market” unchecked does not solve racist or sexist provision of credit 
in the banking system.

• From the 1960s to the 1980s, there was a slate of legislation that aimed to reduce sexism 
and racism in the financial system.
̅ This means that we determined that not only was the system discriminatory, but that 

intervention was required to achieve a more desirable outcome.
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Fair Housing Act, 1968

“Whereas	in	1970	the	average	Hispanic	
lived	in	a	census	tract	that	was	just	27%	
Hispanic,	by	2010	the	figure	stood	at	47%.	
In	contrast,	black	isolation	dropped	by	an	
average	of	around	5%	per	decade,	going	
from	66%	in	1970	to	45%	in	2010”

Massey	(2015):	The	Legacy	of	the	1968	Fair	Housing	Act

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4808815/
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Fair Housing Act, 1968

From	1970	to	2001	the	white	isolation	index	
dropped	from	92	to	72,	but	the	latter	figure	is	
still	quite	compared	the	values	of	47,	45,	and	21	
for	Hispanics,	blacks,	and	Asians,	respectively;	
and	the	likelihood	that	a	white	person	shared	
residential	space	with	a	minority	person	was	
still	quite	small	in	2010.	The	likelihood	of	
spatial	interaction	with	was	only	8%,	compared	
with	6%	for	Asians,	and	11%	for	Hispanics.

Massey	(2015):	The	Legacy	of	the	1968	Fair	Housing	Act

• So there has been more racial 
integration, but whites are still very 
isolated.

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4808815/
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Equal Credit Opportunity Act, 1974

• Meta-review of papers that found that 
there was no need for the Equal Credit 
Opportunity Act because people were 
“well-served”

• These papers were mostly small 
samples that showed that credit 
characteristics between men and 
women granted loans were the same
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Equal Credit Opportunity Act, 1974

• ECOA enabled 1.4 million couples to 
move into their own home

• Incentivized married women to join 
the labour force by 2 percentage points

Bartscher (2023): It Takes Two to Borrow

https://academic.oup.com/rfs/article-abstract/36/1/155/6650132?redirectedFrom=fulltext
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Community Reinvestment Act, 1977

• When a low-income neighbourhood loses its CRA coverage, it leads to a 10% or more 
decrease in purchase originations by CRA-regulated lenders. Lending institutions not subject 
to CRA can substitute approximately half, but not all, of the decreased lending by CRA 
lenders. (Lei Ding, and Leonard Nakamura)

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2991557
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Community Reinvestment Act, 1977

• When a low-income neighbourhood loses its CRA coverage, leads to a 10% reduction in 
purchase originations. Other lending institutions step in and replace half the loss, but the do 
so through riskier FHA lending. (Lei Ding, and Leonard Nakamura)
̅ If a neighbourhood gains CRA coverage, there is not an increase in lending. 

• Other Unintended Consequences:
̅ Black banks penalized because CRA evaluated on quantity of loans and since black banks are 

smaller, would frequently give fewer loans.

 (Wikipedia)
̅ Potentially exacerbates gentrification (Politico)

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2991557
https://www.politico.com/agenda/story/2019/07/24/gentrification-credit-discrimination-000937/
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Possible Design Flaws in Implementation

• The CRA allows banks to 
purchase loans to satisfy their 
CRA requirements.

• “Instead, banks purchase loans 
that are temporarily diverted 
from the Government 
Sponsored Enterprises, which 
provides little benefit to the 
communities the CRA is meant 
to help.”

Brevoort (2022)

https://www.federalreserve.gov/econres/feds/files/2022047pap.pdf
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What the CRA did NOT do – Promote Risky Lending

UNC Center for Community Capital

https://communitycapital.unc.edu/wp-content/uploads/sites/340/2013/01/DebunkingCRAMyth.pdf
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Women’s Business Ownership Act of 1988
• Chrisman, Carsrud, DeCastro, Herron (1990): 

̅ “females suffer no significant entrepreneurial disadvantages as compared to males”.

̅ “[the] proportion of female clients was statistically equal to the proportion of net new 
businesses operated by women refutes the notion that general-assistance programs such as the 
SBDC are not equally accessible to both genders”

I could find no studies on the causal impact of HR 5050

Who does the Research?
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New Market Tax Credit, 2000

• Funding largely went to low-income communities
• Much of it to mission lenders, but lots to for-profits
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New Market Tax Credit, 2000
• Unintended consequences:

̅ Geography too large (Wall Street was initially 
classified).

̅ The fund was focused on being profitable so it 
offered the credits to large real estate developers 
rather than minority banks or organizations.

̅ Tended to prioritize development in neighbourhoods 
that were already experiencing an upward trend

https://www.urban.org/urban-wire/can-place-based-investments-new-markets-and-opportunity-zones-help-low-income-neighborhoods-and-residents
https://www.urban.org/urban-wire/can-place-based-investments-new-markets-and-opportunity-zones-help-low-income-neighborhoods-and-residents
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What we know
• The financial system has been historically racist and sexist.

̅ This means that the “free market” unchecked does not solve racist or sexist provision of credit 
in the banking system.

• From the 1960s to the 1980s, there was a slate of legislation that aimed to reduce sexism 
and racism in the financial system.
̅ This means that we determined that not only was the system discriminatory, but that 

intervention was required to achieve a more desirable outcome.

• This legislation on the whole improved the sexist and racist legacies, but with some gaps. 
Where do we stand today?
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Subprime Loans
• “Further, assume that each family pays 

$50,000 more over the life of the loan 
than it should. In total, the 300 families in 
the minority census tract have paid 
lenders $15 million more than they 
would have if they had received prime 
loans for which they could have 
qualified.”

• -The Opportunity Agenda

https://www.issuelab.org/resources/145/145.pdf?download=true
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Subprime Loans
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Still Racist

• “Wells Fargo discriminated against black and Latino homebuyers in Sacramento, 
California, by pushing them into more expensive mortgages than white borrowers, 
according to a federal lawsuit that cites former employees.”
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Still Racist

• “Black applicants were turned away at significantly higher rates than whites in 48 cities, 
Latinos in 25, Asians in nine and Native Americans in three.”
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Racial Inequalities in Property Taxation

• Black and Hispanic residence face a 10-13% higher 
tax burden for the same bundle of public services. 
ØThis is because their properties are assessed at higher 

rates than their comparable amenities suggest through 
market prices.

ØThis is a difference of $300-$390 annually.

ØBlack and Hispanic residents are less likely to appeal 
property assessments.

ØLinking assessment growth to zip-code-level indexes 
would reduce racial inequality by 55-70%.

(Troup Howard and Carlos Avenancio-Léon)

http://www.trouphoward.com/uploads/1/2/7/7/127764736/the_assessment_gap_-_racial_inequalities_in_property_taxation.pdf
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Still Sexist

• A woman whose name headed a joint application was 28.3 percent less likely than a man 
to receive a loan.

• Mortgage applications from low-income women were more likely to be approved than 
from men of similar income.

• Bank of America had the greatest gender disparity in its raw data, with 65.7 percent of 
Chicago-area women who applied for home purchase loans receiving them compared 
with 71.2 percent for men
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Still Sexist

• While women had a 4.9% priced loan, men’s loans were 4.6% on average. This is 
despite the fact that, for women, the loan size was only $171,240 versus $204,890 for 
men.

• Then this must mean that men are being able to save up and put more money down on 
their loan to get it at a lower cost, right? 
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Still Sexist

• While women had a 4.9% priced loan, men’s loans were 4.6% on average. This is 
despite the fact that, for women, the loan size was only $171,240 versus $204,890 for 
men.

• Then this must mean that men are being able to save up and put more money down on 
their loan to get it at a lower cost, right? 

• Women borrowers have a loan-to-value of 75.07% versus 77.63% for male borrowers.

• Female-only borrowers have, on average, slightly weaker credit characteristics than 
male-only borrowers but default less.
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The Gender Gap in Housing Returns
• Single men earn 1.5 percentage points higher 

returns per year on housing relative to single 
women. 

• 55% of the gap can be explained by a 2% gender 
gap in execution prices at purchase and sale, 
arising from differences in the choice of initial 
list prices and negotiated discounts.

• The gender gap in housing explains 30% of the 
gender gap in wealth accumulation at 
retirement for the median household.

(Paul Goldsmith-Pinkham and Kelly Shue)
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Still Sexist
• A report from 2012 found that women still pay more for credit cards. According to a 

study by the Financial Industry Regulatory Authority, women pay a half a point higher 
interest rate than men.

Hu, Ma (2023): “[W]omen are more heavily judged on delivery in single-gender teams, but they are neglected when co-
pitching in mixed-gender teams”.
Brooks et al. (2014): investors prefer male entrepreneurs even when the content of the pitch is the same
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Racial and Gender Gaps in Entrepreneurial Finance

https://foundinggaps.com by Michael Ewens

https://foundinggaps.com/
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Ageism in Finance
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What we know
• The financial system has been historically racist and sexist.

̅ This means that the “free market” unchecked does not solve racist or sexist provision of credit 
in the banking system.

• From the 1960s to the 1980s, there was a slate of legislation that aimed to reduce sexism 
and racism in the financial system.
̅ This means that we determined that not only was the system discriminatory, but that 

intervention was required to achieve a more desirable outcome.
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Three ways to think about the question
1. Reject the premise that the financial system has been and is historically discriminatory.

̅ I hope at the very least I have changed your mind about this.

2. Accept the premise, but do nothing.
̅ The free market will see an opening and address the gaps (i.e. lend more to women).

̅ Wait for innovation and/or cultural change.

3. Accept the premise, enact targeted financial reform.
̅ Either new regulations or adapt enforcement of old ones.

̅ If so, what would that look like?

4. Accept the premise, enact major structural reforms.
̅ Look at fundamentally changing our economic system.

̅ E.g. Piketty suggestion of worker representation on company boards.
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What do you think we should do?
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My take:
Accept the premise, enact targeted financial reform.

̅ Either new regulations or adapt enforcement of old ones.

̅ Ensure that we have detailed enough data to assess the impact of the regulation and 
potentially track unintended effects.
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Political Future
• The best thing you can do is be financially educated yourself.
• Political Future 

̅ Booker: Baby Bonds (government contributes to savings accounts for children under 18 that 
they can then use for college or buying a house). 

̅ Sanders: Postal service banking (retail banking services performed cheaply at post offices).
̅ Warren: Down payment grants for minorities when purchasing homes.

̅ Piketty: Worker representation on corporate boards (including banks)

https://www.morningstar.com/articles/1003066/can-baby-bonds-shrink-the-racial-wealth-gap?utm_source=google&utm_medium=cpc&utm_campaign=G%3AS%3ANB%3ABonds%3A%3ATraffic%3ANational%20Bonds%3AE&utm_content=engine%3Agoogle%7Ccampaignid%3A11388137464%7Cadid%3A473372669202&utm_term=baby%20bonds&gclid=Cj0KCQjwit_8BRCoARIsAIx3Rj7MT_SbT0oMqWHQXvlOyKDJf04JDAkmnXF2rqrT26W9QMu8_yMolPIaAqoaEALw_wcB
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Discussion
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Guidelines for Today’s Discussion

1) Prioritize impact over intentions
2) Share space, take space

3) Work towards collective learning
4) Disclosure needs consent
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Common Suggestions
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Hire Diversity?
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Hire diversity?

https://www.wealthmanagement.com/careers/six-charts-illustrate-
financial-advice-industrys-lack-diversity/gallery?slide=2
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Where are the candidates?
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Retaining Candidates

Where are the minority professors?
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Take Humans Out of It?
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Algorithmic Bias

• Algorithmic bias describes systematic and repeatable errors in a computer system that 
create unfair outcomes, such as privileging one arbitrary group of users over 
others. (Wikipedia)

• https://www.vox.com/recode/2020/2/18/21121286/algorithms-bias-discrimination-
facial-recognition-transparency

• Your training dataset can reflect human biases.
• Just because your algorithm prevents bias in your sample doesn’t 

mean it’ll do well with new data (forecasting error)

• Do you know exactly how bias manifests and operates?
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What about FinTech?

• Find that face-to-face and FinTech lenders charge Latinx/African-American borrowers 
7.9/3.6 basis points higher interest rates for purchasing mortgages.

• In aggregate, Latinx/African-American pay $765M per year in extra mortgage interest.

• FinTech algorithms have not removed discrimination but discriminate 40% less and 
discrimination is declining overall.

• Tech lenders extract monopoly rents or profile based on low-shopping behaviour.
• FinTechs do not discriminate in loan approval.
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Directly Address Bias?
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Types of Economic Discrimination

• Taste-based discrimination: prejudice or dislike due to racism or sexism. (Wikipedia)

• Statistical discrimination: if economic agents have imperfect information about the 
individuals they interact with, they will impute information about the individual’s group 
membership when evaluating the individual. E.g. If a minority group is less 
productive(due to explicit discrimination) initially then each individual is assumed to 
have lower productivity. (Wikipedia)

The type of discrimination matters in terms of what policy measures we implement to 
address discrimination in outcomes.
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Can’t we just tell people about their biases?

• Loan requests submitted by women in Chile were 18.3% less likely to be approved.
ØMost of the gender effects come from male gender-biased officers.

• Randomly inform some officers about official statistics that women have higher 
repayment rates than men.
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Can’t we just tell people about their biases?

• Loan requests submitted by women in Chile were 18.3% less likely to be approved.
ØMost of the gender effects come from male gender-biased officers.

• Randomly inform some officers about official statistics that women have higher 
repayment rates than men.
ØGender-biased officers in the treatment-group discriminated MORE against women.
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Can we just consider race/gender in decisions?

• In a 2018 study, computer scientists and economists 
found that the best way to mitigate algorithmic 
gender bias is to include race and gender back into 
models.

• If you interact gender with various credit indicators, 
you can get a better assessment of credit risk when 
making loan decisions.

• The problem is that explicitly considering gender in 
loan algorithms violates the Equal Credit 
Opportunity Act, even if the algorithms implicitly 
factor gender in through other proxy variables.

• Higgins et al. 

https://www.semanticscholar.org/paper/ADVANCES-IN-BIG-DATA-RESEARCH-IN-ECONOMICS-Fairness-Kleinberg-Ludwig/bbad34e7476371e3fc521aa657a7ef0faca2e77c
https://www.technologyreview.com/2019/11/15/131935/theres-an-easy-way-to-make-lending-fairer-for-women-trouble-is-its-illegal/
https://financialallianceforwomen.org/news-events/gender-differentiated-credit-scoring-a-potential-game-changer-for-women/
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Can we just consider race/gender in decisions?

• If you interact gender with various credit indicators, 
you can get a better assessment of credit risk when 
making loan decisions.

ØWhat happens when you give women credit that 
they otherwise wouldn’t have gotten if you didn’t 
consider their gender (in progress).

• Higgins et al. 

https://www.technologyreview.com/2019/11/15/131935/theres-an-easy-way-to-make-lending-fairer-for-women-trouble-is-its-illegal/
https://financialallianceforwomen.org/news-events/gender-differentiated-credit-scoring-a-potential-game-changer-for-women/
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Lending Quotas?

• [L]oan officers have volume quotas that cause 
increased approval rates at month-end. 

• [E]stimate that these quotas at least halve the 
unexplained 7 ppt Black approval gap. 

• Loan officers more likely to miss their quotas 
have larger increases in Black approvals. 

Giacoletti, Heimer, Yu (2023)
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Empower the Watchdog
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Empower the watchdog?

• The CFPB can bring enforcement actions 
against companies. 
ØHowever, there aren’t that many.
ØSensitive to politics, funding is appropriated 

by Congress.
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Empower the Watchdog?

• [F]ilings from low-socioeconomic (i.e., 
low-income and African American) zip 
codes were 30% less likely to be 
resolved with the consumer receiving 
financial restitution. 

• The socioeconomic gap in financial 
restitution was scarcely present under 
the Obama administration, but grew 
substantially under the Trump 
administration. 

Hændler and Heimer (2021)

https://deliverypdf.ssrn.com/delivery.php?ID=768074070121093092067002029091005095127039055041087088064011088028005067103101098121096063004100021039118067104112018107127120057080024078016119110078125072024070006053011086092022092012122014066119105103080109117102019116085120103017007107077071065066&EXT=pdf&INDEX=TRUE
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What About Fiduciary Duty?
• Fiduciary duty is the obligation to act in 

the best interests of another party.

• Fiduciary duty with respect to deferred 
annuities raises risk-adjusted returns by 
25 basis points.

• This is likely because financial advisors 
are giving better advice, and that more 
stringent fiduciary policies would 
continue to improve advice.

Bhattacharya, Illanes, Padi (2020)

https://www.dropbox.com/s/dl/vxe4q5umzjbeb63/main.pdf
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Appendix
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Signatories of “Statement of Economists” in Support of ECOA
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Who Does the Research?
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ECOA/HR 5050 Unnecessary

Thomas A Durkin

Gregory E Elliehausen

JJ Chrisman

Alan L Carsrud

Julio de Castro
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ECOA had effects/Sexism in Entrepreneurial Credit

Alina Kristin Bartscher

Allen Hu

Song Ma

Mary Eschelbach Hansen

Michelle M. Miller
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Why is it Hard to Retain Minority Economists?
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Reparations
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Significance of 40 acres
• “It is immediately clear that allocating up to 40 

acres of farmland to Black households—as 
proposed during and after the Civil War but 
not implemented (Cox 1958, Oubre 1978, 
Foner 1988)—would have greatly increased 
Black Americans’ landholdings and wealth 
relative to what they had actually attained by 
1880 and relative to White farmers. “

• “Sons of landowning farmers were also 11 
percentage points more likely to be literate in 
1900 than the sons of laborers, and 
approximately 13 percentage points more 
likely to be literate than the sons of farmers 
who rented."Collins, Holtkamp, Wanamaker (2022)

https://www.nber.org/system/files/working_papers/w29858/w29858.pdf
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Access to Land and Investment in Other Forms of Capital
• “According to the laws of the [Cherokee] Nation, all 

citizens, including the freed slaves, were guaranteed 
the right to claim and improve any unused land in the 
Nation’s public domain”

• Racial wealth inequality was much lower in the 
Cherokee Nation than in the South in 1880 

• Access to free land was associated with increased levels 
of investment in both physical and human capital. 

• In 1880, Cherokee freedmen were more likely to plant 
fruit trees, an important form of immobile capital, than 
blacks in the South. 

• Black Cherokee children had higher levels of school 
attendance and literacy in 1900 that were facilitated by 
higher parental income.

• Miller (2011): Land and Racial Wealth Inequality & 
• Miller (2020): “The Righteous and Reasonable Ambition to 

Become a Landholder”

https://pubs.aeaweb.org/doi/pdfplus/10.1257/aer.101.3.371
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Examples of Reparations Programs
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Cost Estimates

• For context, US GDP in 2021 was 23.32 trillion


