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Thank you, Chairman and Ranking Member, for the opportunity to testify today.
What I have learned in nearly two decades of economic policy advocacy is that racism in
policymaking—stereotyping, indifference to claims of discrimination, insufficient commitment
to equitable policymaking—leads to bad economic decision-making. It’s been making our
economy worse, in ways that don’t only disadvantage people of color. It turns out it’s not a zero
sum. Racism has costs for white people, too. And racial equity, designing policies in ways that
make them truly universal and not just one-size-fits-all, will be good for our entire economy.
In The Sum of Us, I find racism creating distortions in a range of policy areas including public
investment and workers’ rights. In my limited time today, however, I’ll focus on one of the most
devastating recent illustrations of racism costing everyone: the financial crisis.
After decades of government policy and business practices preventing Black communities from
accessing the same subsidized mortgage market that fostered white wealth, the 1990s and 2000s
saw communities of color experience a wealth-stripping phenomenon known as reverse
redlining.
In the wake of Washington’s deregulatory zeal, lenders and brokers were free to target hardworking families in neighborhoods of color with predatory financial products, particularly
mortgages with features such as exploding adjustable rates, deceptive teaser rates, and balloon
payments. These neighborhoods became the canary in the coal mine. As you know, Mr.
Chairman, the majority-Black zip code in which you live was the community with the highest
number of foreclosures in 2007. I visited your neighborhood back then and met a homeowner
named Glenn who was near foreclosure.
The common misperception then and still today is that homeowners like Glenn were risky
borrowers buying properties they couldn’t afford. Policymakers blinded by this stereotype
refused advocates’ calls to reign in predatory lending before it was too late.
But that’s all it was—a stereotype: a Wall Street Journal analysis from 2007 showed that the
majority of subprime loan holders had prime credit i and could have qualified for more
affordable, safer loans. If it wasn’t bad credit that made one ripe for a subprime loan, what was
it?

Households of color were almost two and a half times as likely as white households to end up
with riskier loans. ii And despite the excuse that subprime loans were necessary to expand
homeownership, the vast majority of loans went to existing homeowners. iii
After the crash, most of the nation’s big lenders from Wells Fargo to Countrywide would be
fined for racial discrimination. But that realization would come too late. These loans spread out
past the confines of black and brown neighborhoods like Glenn’s and into the wider, whiter
mortgage market.
The crisis that ensued—the crisis that my colleagues and I saw coming—would go on to cost us
all: $9 trillion in wealth lost iv, 8 million jobs vanished v, a homeownership rate that still hasn’t
recovered.
The resulting loss of wealth stands as a grave and lasting blight on the future of our diverse
middle class. vi The racial wealth gap—Black families’ having 15 cents on the dollar of the
average white familyvii—is the result of public policy, past and present. And to ward off any
further stereotyping about Black work ethic, I’ll add that white high school dropouts have higher
household wealth than Black college graduates viii. It’s about history showing up in your wallet.
But it’s also not a zero sum. The racial wealth gap is costing our entire economy; closing it
would make our economy $1.5 trillion larger in 2028, according to McKinsey & Company
projections ix. Looking beyond wealth, the racial economic divides in wages, education, housing
and investment have cost US GDP $16 trillion over the last 20 years x. Adding in gender, the
Federal Reserve Bank of San Francisco calculated that the gap between white men and
everybody else cost our economy $71 trillion over the past 30 years. xi
We can do better. The new Administration and Congress have an historic opportunity to rewrite
the rules to restore the dignity of work and redress the injustices in our wealth-building policies
now. We can’t afford to wait.
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