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In the United States, the long history of discrimination 

of African-Americans led to their financial exclusion. 

In response, the government developed fairly strong 

affirmative action in financial services via the Community 

Re-investment Act 1977. This piece of legislation along 

with the Home Mortgage Disclosure Act requires banks 

to disclose details of people and groups to whom they 

are currently offering services. Originally introduced as 

a strong affirmative action response to banks ‘redlining’ 

areas (geographical areas identified by banks in which 

they would not lend), which led to apparent discrimi-

nation and consequently to financial exclusion, the 

Acts ensure that deposit services and credit services 

serve the convenience and needs of the communities 

in which financial institutions are chartered to do 

business. Legislation also requires periodical evaluation 

of each bank’s record (‘CRA rating’) in helping to meet 

the credit needs of its entire community. This is a key 

part of ensuring that banks meet their social objec-

tives and serves to enhance access to banking services. 

In addition, the legislation had the effect of changing 

other aspects of commercial behaviour. For example, 

banks often give money to community development 

funds in order to ensure positive scoring when lending is 

disclosed under these two legislative instruments.

European observers might doubt the applicability of 

US models to the extent that African-American experi-

ences seem different from migrant experiences here. 

However, there is evidence of redlining, including 

by ethnicity, in the Netherlands. Aalbers examined 

Appendix 4: Risk and Redlining –  
US and Netherlands

mortgage applications and rejections in Arnhem, the 

Hague and Rotterdam and concluded that both place-

based and race-based exclusion operates in loan (i.e. 

mortgage) applications:

The neighbourhoods considered as high-risk by 

lenders all have a relatively large share of ethnic 

minorities. In fact, in all three cities the neighbour-

hoods with the highest shares of ethnic minorities 

suffer from exclusion and all excluded neighbour-

hoods have large shares of ethnic minorities. This 

observation does not necessarily imply that place 

is used as a proxy for race in exclusion policies, 

but it does imply that ethnic minority groups 

are hit twice: through place-based and through 

race-based exclusion. In other words, place-based 

disparate treatment results in race-based disparate 

impact.208

This is fairly precise explanation of redlining and explains 

how and why loans are distributed in that way. In his 

conclusion, Aalbers intimates that such practices may be 

more widespread in Europe, including in the UK, because 

British (and Belgian) mortgage companies operate in the 

Dutch mortgage market and follow practices of indirect 

discrimination. It would therefore be worth studying the 

sub-prime mortgage market in the UK, to determine 

if there are any ethnicity-based concerns or indeed to 

examine mortgage rejections to see if particular areas are 

more likely to be excluded from loans.
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About Runnymede
The Runnymede Trust is an independent policy research 
organization focusing on equality and justice through 
the promotion of a successful multi-ethnic society. 
Founded as a Charitable Educational Trust, Runnymede 
has a long track record in policy research, working in 
close collaboration with eminent thinkers and policy 
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believe that the way ahead lies in building effective 
partnerships, and we are continually developing these 
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