
Excerpt from Housing Segregation Report 

1. Segregation in Homeownership:

According to Rothstein, the federal government began encouraging white homeownership as

early as 1917 as a way of promoting capitalism in the wake of the Communism scare.  This also

coincided with residential segregation efforts encouraging white families to leave urban areas

and move to the suburbs.  The Department of Labor began a “Own Your Own Home” campaign

in 1917 distributing buttons to schoolchildren, and pamphlets and posters throughout the

country with the images of white people, saying that it was a patriotic duty to stop renting and

build a single family unit.  Another Better Homes in America campaign was launched in 1921 by

a private agency, but headed up by Herbert Hoover, Secretary of Commerce at the time. This

organization published a pamphlet about the benefits of property ownership, including how to

avoid “racial strife” presumably by moving to single family homes away from urban African

Americans. (p. 60)

A. Redlining:

Despite the government's best efforts, homeownership even for white families in the early

1900’s was difficult to come by and during the Depression, mortgagees couldn’t make their

payments.  The New Deal created two programs to help: one for those having trouble paying

their mortgages and another to help middle class families buy homes. The first rescue program

to homeowners was through a newly-created Homeowners’ Loan Corporation (HOLC).

Assessments to qualify for new loans with longer terms were done by local real estate agents.

Neighborhoods were determined safe (green) or risky (red).  All African American

neighborhoods, even single-family solidly middle class ones, were deemed risky.

For example, in St. Louis, the white middle-class suburb of Ladue was colored green 

because, according to an HOLC appraiser in 1940, it had ‘not a single foreigner or negro’. 

The similarly middle-class suburban area of Lincoln Terrace was colored red because it 

had ‘little or no value today… due to the colored element now controlling the district.’ 

(Rothstein, p. 64) 

To spur homeownership, in 1934, Congress created the Federal Housing Administration (FHA) 

which insured bank mortgages that covered 80% of the purchase price. The FHA’s appraisal 

standards included a “whites-only” requirement.  Rothstein indicated that “The FHA judged 

that properties would probably be too risky for insurance if they were in racially mixed 

neighborhoods or even in white neighborhoods near black ones that might possibly integrate in 



the future.”  (p. 65)  Rothstein further states that with very few exceptions, “no guarantees for 

mortgages to African Americans, or to whites who might lease to African Americans (were 

made) regardless of the applicants’ creditworthiness”.  (p. 67) 

 

According to Rothstein, after WWII, the newly-created Veterans Administration (VA) began 

guaranteeing mortgages to help returning veterans purchase homes.  The VA adopted the 

FHA’s underwriting practices and redlined neighborhoods, virtually shutting African American 

veterans’ hopes of purchasing a home with a VA guarantee.  The FHA and VA were responsible 

for huge segregated white subdivisions like Levittown with 17,500 homes to be built.  Each 

mass-produced 750 square foot house sold for $8,000 with no down payment required.  

Indeed, the FHA financed Levittown on condition that it be all white with no foreseeable 

change in its racial make-up.  And, the FHA rejected housing projects that were exclusively for 

African Americans forcing these developments to use costlier private financing dooming the 

projects for failure.  Occasionally, African American subdivisions were approved by FHA.  For 

example, in New Orleans in 1954, despite the protest of a segregated development by the 

NAACP, the FHA insured a development for middle class black professionals and promised that 

no units would be sold to whites.  (pp. 70,71,74) 

 

In the 1930s, appraisers mapped the City of Richmond as part of the Depression era federal 

program to rescue the nation’s collapsing housing market. Every Black neighborhood in 

Richmond was outlined in red and deemed a hazardous area for housing loans, regardless of 

the income level. Another part of town was outlined in yellow and rated as declining because 

the appraiser indicated Black families sometimes walked through.  

https://www.nytimes.com/interactive/2020/08/24/climate/racism-redlining-cities-global-

warming.html 

 

The following is the map of Richmond. 
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Richmond’s map shows large parts of the East End and Southside labeled yellow for “definitely 

declining” and red for “hazardous.” Green or “best” areas often got that grade for their 

restrictive covenants. 

 

It happened in Norfolk as well.  Starting in the early 1900s, after Reconstruction ended, racist 

laws and housing covenants began to take root, pushing Black residents out of certain areas of 

the city.  Below is perhaps the most well-known example of government-induced segregation: 

the redlining maps of Norfolk.       

 
 

The federal government released them between the late 1930′s and the early 1940′s to tell 

banks and mortgage lenders where it was safe to invest and where it wasn’t. Most white 

neighborhoods were marked in green and blue, indicating a safe place to lend money and build 

new homes. Black neighborhoods were marked in red, indicating a dangerous investment. 

 

B.  Restrictive Covenants: 

In the 1920’s after the Supreme Court Buchanan decision barring explicit racial zoning 

restrictions,  restrictive covenants on deeds sprang up all over the nation as a way to get 

around the ruling.  According to Rothstein, a typical restrictive covenant would exclude 

domestic servants.  He offered an example: 

 

The real property above described, or any portion thereof, shall never be occupied, used 

or resided on by any person not of the white or Caucasian race, except in the capacity of 



a servant or domestic employed thereon as such by a white Caucasian owner, tenant, or 

occupant. (p. 78) 

 

However, restrictive covenants were only as good as the owners who chose to obey them.  One 

way of getting around this, especially for new subdivisions, was creating community 

associations that excluded African Americans and required membership as a condition of 

purchase.  Restrictive covenants were pervasive all over the country.  Rothstein cites surveys 

done around suburban New York City of 300 developments built between 1935 and 1957 with 

56% having racially restrictive covenants (for those with 75 or more units, 85% had them). 

Other surveys showed that an estimated 175 Chicago neighborhood associations were 

enforcing them by 1943 and between 1943 to 1965 in Detroit, white homeowners, real estate 

agents or developers organized 192 of these associations.  It also happened in the Great Plains 

and in the West, not to mention the South.  (pp. 79, 80) 

 

All of these practices were upheld by the government.  In 1926, the U. S. Supreme Court not 

only upheld exclusionary zoning but restrictive covenants as well, ostensibly because these 

were private contracts between individuals.  (p.82)  Rothstein said that  

 

Government at all levels became involved in promoting and enforcing the restrictive 

covenants.  Throughout the nation, courts ordered African Americans evicted from 

homes they had purchased.  State Supreme Courts upheld the practice when it was 

challenged– in Alabama, California, Colorado, Kansas, Kentucky, Louisiana, Maryland, 

Michigan, Missouri, New York, North Carolina, West Virginia and Wisconsin. (pp. 81, 82) 

 

In addition, the FHA lowered risk estimates for individual properties with restrictive covenants. 

(p. 83)  The FHA manual included this language: 

 

284 (3). Recorded deed restrictions should strengthen and supplement zoning 

ordinances… Recommended restrictions include… prohibition of the occupancy of 

properties except by the race for which they are intended and appropriate provisions 

for enforcement. (p. 84) 

 

The FHA in many cases demanded that developments receiving construction loans they 

sponsored include racially restrictive covenants in their subdivisions’ property deeds.(p. 84) The 

VA began doing the same thing when they guaranteed mortgages.  In 1948, the U.S. Supreme 

Court in the Shelley v Kraemer case banned court enforcement of restrictive covenants, 

meaning purchasers could not be evicted.  However, sellers could still be penalized for selling to 

African Americans.  This was later struck down in a 1953 U.S. Supreme Court decision but it still 



“refused to declare that such private contracts were unlawful or even that county clerks should 

be prohibited from accepting deeds that included them.”  Even after the Shelley decision, 

however, the FHA continued the practice and financed developments through the 1950’s that 

excluded African American purchasers.  The FHA only ceased this practice after Robert Kennedy 

issued an executive order in 1962 prohibiting the use of federal funds to support racial 

discrimination in housing. (pp 85-91) 

 

Today, while racially restrictive covenants cannot be recorded, they still exist on many 

properties all over Virginia.  However, the Virginia Legislature took a historic step during the 

2020 General Assembly by passing HB788 that prohibits any deeds containing restrictive 

covenants from being recorded on or after July 1, 2020 and provides a process for restrictive 

covenants to be removed from existing deeds. 

 

C.  Blockbusting: 

Blockbusting according to Rothstein “was a scheme in which speculators bought properties in 

borderline black-white areas; rented or sold them to African American families at above market 

prices; persuaded white families residing in these areas that their neighborhoods were turning 

into African American slums and that values would soon fall precipitously; and then purchased 

the panicked whites’ homes for less than their worth”.   (p. 95)  They used tactics like hiring 

African Americans to drive cars with loud radios down their streets and hired African American 

women with baby carriages to walk in their neighborhoods.   

 

D.  Contract Sales: 

Once speculators bought the whites’ homes, they turned around and sold them at inflated 

prices to African Americans who could not get FHA loans.  “Agents often sold these homes on 

installment plans… in which no equity accumulated from down or monthly payments”.  Usually 

these contract sales would only transfer after 15 or 20 years, but if a monthly payment was 

missed, the speculator could evict the family and sell to another family with the original family 

having nothing to show for it. (Rothstein p. 96) 

 

In Family Properties: How the Struggles over Race and Real Estate Transformed Chicago and 

Urban America, author Beryl Setter describes contract sales in her memoir: 

 

Because black contract buyers knew how easily they lose their homes, they struggled to 

make their inflated monthly payments. Husbands and wives both worked double shifts. 

They neglected basic maintenance.  They subdivided their apartments, crammed in 

extra tenants and, when possible, charged their tenants hefty rents… White people 

observed that their new black neighbors overcrowded and neglected their properties…. 



In the end, whites fled these neighborhoods, not only because of the influx of black 

families, but also because they were upset about overcrowding, decaying schools and 

crime. (Rothstein p. 97) 

 

Rothstein explains that just in Chicago in the 1960’s, about 85% of the homes sales to African 

Americans were contract sales.      

 

E.  Steering: 

Steering is the practice realtors used to show houses only in neighborhoods occupied by their 

own race.  In Richmond City as late as 1967, real estate agents at one local firm (that can be 

verified) used these forms below to ensure blacks and whites were not shown properties 

outside their race.  It was not until 1968 and the passage of the Fair Housing Act, that these 

forms were barred from use. 

 
 

 


