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In 1933 Congress passed the Home Owners’ Loan Corporation Act. That law established a government-sponsored corporation called the Home Owners’ Loan Corporation (HOLC). HOLC’s purpose was to refinance distressed mortgages to give homeowners more time to repay them.

In 1935 HOLC drew “residential security maps” for 239 cities. It drew lines according to how creditworthy various areas were for loans.

Type A areas (affluent suburbs) were circled in green.
Type B areas (other “desirable” areas) were blue.
Type C areas (older “declining” spots) were yellow.
Type D areas (inner-city, often black districts) were red.

Soon private mortgage lenders used the maps to “redline” areas—i.e., to deny loans to those areas.

A 2017 study by the Chicago Federal Reserve Bank showed that “areas deemed high-risk by HOLC maps saw an increase in racial segregation over the next 30-35 years, as well as a long-run decline in home ownership, house values, and credit scores.” The private mortgage lenders “contributed to the racial wealth gap in the United States.” (“Home Owners’ Loan Corporation.” Based on: Faber, Jacob William. “We Built This: Consequences of New Deal Era Intervention in America’s Racial Geography.” American Sociological Review [21 Aug. 2020].)

Legal recognition of the damage came in May 2015, when “the U.S. Department of Housing and Urban Development announced that Associated Bank had agreed to a $200 million settlement over redlining in Chicago and Milwaukee.” (“Redlining.” Wikipedia. 12 Oct. 2020.)

Nevertheless, according to Raghuram Rajan (“What Should Corporations Do?”), companies have no moral obligations to the societies in which they flourish. Rajan teaches at the University of Chicago, where in the second half of the 1900s Milton Friedman was “the leading economist of the Chicago school of economics, which held that the principles of markets should govern society.” (Kishtainy 170)

According to Rajan and other Miltonians, Associated Bank had no obligation to anyone; its sole obligation was to make money. Once it had paid off its bond holders and workers, its only remaining obligation was to its shareholders. Corporations have no moral obligations.

