Economic racism is a form of systemic discrimination where individuals or groups are unfairly treated in economic contexts based on their race or ethnicity, resulting in persistent disparities in wealth, income, employment, and overall economic opportunity. 
These disparities are the consequence of historical legacies (such as slavery, Jim Crow laws, and redlining), institutional biases, and ongoing discrimination embedded within economic systems and policies. 
Key Manifestations and Examples
Economic racism manifests in various ways throughout society:
· Racial Wealth Gap: This is one of the starkest indicators. The median white household has roughly 10 times the wealth of the median Black household. Historical policies, like the denial of GI Bill benefits and FHA mortgage insurance (redlining) to Black families, prevented them from accumulating generational wealth through homeownership, a primary driver of wealth building in the U.S..
· Income and Wage Disparities: People of color often face lower wages and are less likely to be promoted to higher-paying positions even with the same or higher education and qualifications as their white counterparts. The Black-white wage gap has persisted for decades, with Black workers consistently earning less than white workers.
· Employment Discrimination: Black job seekers are about twice as likely to be unemployed as white job seekers, a ratio that has remained consistent since the 1970s. Studies show that job applicants with "white-sounding" names receive significantly more callbacks than those with "Black-sounding" names.
· Access to Capital and Financial Services: Minority-owned businesses often struggle to secure funding compared to non-minority counterparts. Additionally, people of color are more likely to be denied mortgage loans, pay higher interest rates, or be "unbanked," making them vulnerable to predatory lending practices like payday loans.
· Unequal Access to Education and Housing: Systemic racism contributes to disparities in educational funding and housing segregation. Children in under-resourced neighborhoods (often predominantly minority) have fewer opportunities for quality education, which in turn limits their future income potential and upward mobility.
· Health Disparities: Economic racism indirectly affects health outcomes. Lower socioeconomic status, limited healthcare access, and chronic stress from discrimination contribute to worse health outcomes and higher mortality rates for people of color. 
Economic Impact
Economic racism does not just harm minority communities; it impacts the entire economy. A Citigroup study estimated that racial discrimination cost the U.S. economy up to $16 trillion in lost output over a 20-year period due to forgone wages, education, and business opportunities. Research consistently shows that closing racial gaps in the labor market and wealth accumulation would lead to stronger economic growth for all. US policies supporting economic racism include New Deal programs (like Social Security and the Fair Labor Standards Act) excluding Black workers, discriminatory housing policies (redlining, restrictive covenants) blocking wealth building, the G.I. Bill's unequal implementation favoring white veterans, and later policies like the War on Drugs and aspects of welfare reform, all creating vast wealth gaps and limiting opportunities for people of color through systemic denial of benefits and resources. 
Key Policies and Practices:
· New Deal Legislation (1930s):
· Social Security Act (1935): Excluded agricultural and domestic workers (overrepresented by Black Americans) from initial benefits, primarily helping white workers.
· Fair Labor Standards Act (1938): Left out jobs held by many Black workers (like servers, domestic workers) from minimum wage protections.
· Housing Discrimination (1930s-1960s):
· Redlining: Federal agencies (like HOLC) mapped neighborhoods, deeming Black areas "hazardous" for investment, denying loans and depressing property values.
· Restrictive Covenants: Legally enforced clauses preventing Black families from buying homes in certain areas.
· G.I. Bill (1944): While providing education, home loans, and business aid, local administration (often discriminatory) meant Black veterans received far fewer benefits, hindering wealth accumulation.
· Aid to Dependent Children (ADC) (part of Social Security): State-controlled implementation allowed Southern states to deny aid to Black families to maintain a low-wage labor system.
· Federal-Aid Highway Act (1956): Highways often destroyed Black neighborhoods, disrupting communities and limiting economic mobility.
· War on Drugs & Criminal Justice: Policies leading to mass incarceration disproportionately affected communities of color, creating barriers to employment and housing.
· Welfare Reform (1996): Stricter requirements and time limits on cash assistance (TANF) disproportionately impacted poor families, many of whom were Black and brown. 
These policies, often appearing race-neutral, were implemented in ways that upheld racial hierarchy, creating lasting economic disparities in wealth, income, and opportunity. 
11 Ways the Federal Government Contributed to the Racial Wealth Divide
Black History Month may have come to an end, but the fight against racial injustice is hardly over. In order to close the racial economic divide, we must first take an honest look at the policies and practices that created and perpetuate racial disparities.
Here are 11 ways federal government giveaways gave an economic headstart to white people while excluding people of color.

1. Free land
White Revolutionary War veterans were given nine million acres of Indian land.
2. Legalized squatting
In 1841, the U.S. government legalized squatting, allowing white settlers to take over Native American land.
3. Military-enforced squatting
The U.S. Government helped enforce squatting by employing the U.S. Army out west to beat back Native Americans from land coveted by white settlers.
4. More free land
In addition to conquering half of Mexico, the U.S. Government reclaimed Latino landowners’ land for minor infractions such as missing paperwork or back taxes, and then sold it to Anglo settlers at a minor cost.
5. Even more free land
The Homestead Act of 1862 provided free or very inexpensive land was provided by the government to 1.5 million white families.
6. Revoked promises to slaves
Following the Civil War, freed slaves were promised ‘40 acres and a mule.’ Following Lincoln's death, this promise was revoked and land was returned to its previous White owners.
7. Preferential treatment of white workers
Through the New Deal, the U.S. Government provided minimum wages, union rights, and social security to industrial workers, almost all of whom were white. These same benefits, however, were denied to agricultural and domestic workers, most of whom were people of color.
8. Government-sponsored aid
Government-sponsored aid was provided to struggling white farmers while denying it to most black farmers from the 1930’s right through the 1980s.
9. GI Bill benefits
Provided free college education, vocational training, and cheap mortgages to nearly two million white WWII vets via the GI Bill, while simultaneously blocking most veterans of color from accessing the same benefits.
10. Neighborhood investment through homeownership
Invested in infrastructure to expand suburban neighborhoods where white households were able to access government-subsidized mortgages while urban, inner-city neighborhoods were red-lined.
11. Tax breaks
Tax breaks on investment income (such as dividends, capital gains and inheritances), which are disproportionately owned by wealthy white people, have been cut and lowered much more than taxes on income from work.


Policy that could help 
Policy implications
There are several policy proposals being considered to combat the legacy of past discrimination. These policies must be carefully designed and targeted.
Sen. Raphael Warnock (D-Georgia) has recently reintroduced the G.I. Bill Restoration Act, aimed at addressing the racial inequities perpetuated by the original G.I. Bill. The legislation seeks to provide the families of Black World War II veterans who were denied full access to G.I. Bill benefits due to racial discrimination with the opportunity to receive those benefits today.
The approach of carefully identifying and addressing specific disparities created by past governments has precedent in the U.S. After a class action lawsuit accused the Department of Agriculture of anti-Black discrimination, an extensive investigation confirmed that disaster relief aid was systematically withheld from Black farmers but not white farmers during the 1980s and 1990s (Woods 2013). In 2010, President Barack Obama finalized legislation that entitles Black farmers or their descendants to up to $250,000 if they were denied relevant aid in the past.
Affirmative action, while less targeted, seeks to increase diversity and expand opportunities for underrepresented groups. However, its effectiveness in addressing past harm may be limited if the primary beneficiaries are less directly impacted by historical discrimination. Sociologists have shown that the more selective a college is, the less likely its Black students are to be descendants of the enslaved (Massey et al. 2007). Often, selective colleges choose to admit Black students from abroad, not Black American students.
Another promising approach includes policies that provide broad-based support to disadvantaged communities, like the Child Tax Credit reform that removed working requirements. By providing support regardless of employment status, this policy helps mitigate the compounding effects of historical injustices on economically disadvantaged groups.
Any policymaker interested in creating a more equitable society must acknowledge and address the impact of past discrimination. Failing to do so risks perpetuating systemic discrimination and exacerbating inequalities, harming marginalized communities, and undermining the overall social and economic well-being of the nation.
Targeted policies that directly address the specific harms of historical injustices are essential for greater equity. However, broad policies that support disadvantaged communities also play a crucial role in combating the lingering effects of past discrimination. Going forward, policymakers must prioritize comprehensive strategies that effectively address the complex and far-reaching consequences of historical injustices, ensuring all members of society have an equal opportunity to thrive.
To fight economic racism, US tax policies could focus on increasing progressivity, taxing wealth/capital gains like income, boosting refundable credits (EITC, CTC), reforming homeowner deductions favoring the wealthy, and strengthening IRS enforcement for high earners, all to reduce the racial wealth gap and fund equitable investments in communities of color, say policy experts. 
Key Policy Areas & Examples:
1. ** Make the Code More Progressive:**
. Higher Top Income Rates: Add more tax brackets and higher rates for top earners to reduce wealth concentration.
. Tax Wealth, Not Just Income: Tax capital gains at ordinary income rates and tax accrued gains on inherited assets (step-up basis) to address wealth disparities.
. Restore Estate/Inheritance Taxes: Reintroduce or strengthen these to prevent massive wealth transfer across generations, disproportionately benefiting white families.
2. ** Reform Tax Breaks for the Wealthy:**
. Curb Homeownership Subsidies: Adjust mortgage interest/property tax deductions, which heavily favor higher-income (often white) households, and redirect funds to affordable housing.
. Revamp Savings Incentives: Make tax credits like the Saver's Credit refundable and expand access to tax-advantaged retirement accounts (IRAs, 401ks) for low-income workers.
3. ** Strengthen Support for Low-Income Families:**
. Expand EITC & CTC: Make the Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) more generous, fully refundable, and accessible.
. End Regressive Taxes: Remove taxes on basic necessities and stabilize payroll taxes by eliminating the Social Security cap.
4. ** Fairer Enforcement & Administration:**
. Adequate IRS Funding: Provide the IRS with resources for complex audits, ensuring high-income filers and large corporations pay what they owe, notes the Center on Budget and Policy Priorities.
5. ** Invest in Communities:**
. Fund Public Investments: Use increased revenue from progressive taxes to fund programs in education, infrastructure, and healthcare that benefit communities of color. 
By shifting from tax policies that exacerbate historical disparities (like homeowner deductions) to those that actively reduce wealth gaps (like progressive taxes), the tax code can become a tool for building racial economic equity, say experts from the Institute on Taxation and Economic Policy (ITEP) and the Urban Institute. 
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Five Takeaways:
➀ The old dynamic of right versus left, Democrat versus Republican, doesn’t work anymore: Instead, America is in the midst of what Reich called a battle between oligarchy and democracy. It has happened before: The nation’s first oligarchy was during slaveholding days, and the second during the Gilded Age of the late 1800s. Reich said the third oligarchy began in the 1980s, and since then the share of the nation’s total household income going to the richest 1% has more than doubled. With such concentration, the rich look for ways to hold onto their wealth, and social unrest follows.
➁ The U.S. is out of step with the rest of the world: The top 1% in America receive a higher share of total income than in other advanced nations. In the 1990s and 2000s, the share of income going to the top strata increased faster in the U.S. than elsewhere and was far larger – 18.3% in the U.S., 14.3% for second place U.K., and less than 10% for nearly all other nations. “Other countries do follow the United States,” he said. “But the United States is the outlier. … There’s something else going on here in the United States because we are so extreme.”
➂ Power takes many forms: It comes in the form of income and wealth, which is increasingly concentrated, and political strength, which also flows disproportionately to the wealthy. The working class and the poor may try to speak up, but they aren’t heard: Reich pointed to research that shows that politicians act on the policy preferences of the wealthy but overlook those from average citizens and mass-based interest groups.
➃ U.S. wages have stagnated for decades: Productivity in the private sector – at factories and offices alike – has marched steadily upward for the past half century. But hourly wages peeled away from those productivity gains and, since the 1970s, have essentially flatlined. In his research, Reich talks with people who are working harder but making less – and so are never able to move ahead. Reich said that about 25% of the stagnation in wages is due to technological change – robotics and the like. Another 25-30% is due to globalization – the ease with which companies can outsource. “But that still leaves 45% of the question,” he said, arguing that the decline of labor unions is one big factor.
➄ The nation has run out of “coping mechanisms”: Reich said America’s middle-class households papered over their declining economic power by engaging in serial survival strategies. First, women went into the workforce in large numbers. Then, everybody worked longer hours. Then households borrowed and then borrowed some more – credit cards, student loans, home equity loans. The debt party hit a wall with the 2007-2009 Great Recession, and families are still struggling to get back to where they were in the 2000s. “The most powerful force in American politics today … is anti-establishment anger,” Reich said. “And that anger is related to a sense of unfulfilled expectations.”


