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Introduction

The 1944 Servicemen’s Readjustment Act, commonly known as the GI Bill, gave returning WWII veterans
access to a variety of benefits to ease the veterans’ transition into civilian life, and to compensate veterans
in gratitude for their service. The bill also stands as one of the premier vehicles that enabled Americans

to build wealth and fostered a vibrant middle-class through the 20th century. When President Roosevelt
signed the GI Bill into law in 1944, he opened the door for generous subsidies for education and housing,
which constituted substantial financial transfers to many veterans. However, Black and White veterans
faced two very different realities when they returned from the war. Consistent with many policies the era,!
the GI Bill did not reference race. For many this omission of assuring fair and equitable administration of
the bill across racial/ethnic groups across the country, resulted in localized discriminatory practices.

Moreover, Black veterans approved by the VA who attempted to use their benefits faced a society

openly hostile to their success. Redlining and racial covenants kept Black veterans and their families
from benefiting from the well-funded schools and blossoming property values of post-war suburbia. .
Educational segregation and discrimination limited the opportunities available to Black veterans and
also overburdened HBCUs without providing funding to raise their capacity.i Historical accounts abound
of discrimination in workforce training and placement.” Across large swaths of the country, Jim Crow
enforced second-class citizenship in nearly every aspect of life for the very men and women who put their
lives on the line to fight for their country” The purpose of our study is to empirically investigate the extent
to which the GI Bill contributed to the racial wealth gap. Our findings thus far illustrate a complex set

of interactions between policy and society that left Black veterans at a disadvantage compared to their
White counterparts. Namely, that:

» the GI Bill provided benefits in sectors that were often segregated and rife with racially
discriminatory policies and prejudice, such as housing and education;

» thereal cash equivalent value of benefits for Black veterans was only 40% of the value of benefits for
White veterans;

* GI Bill benefits and service in World War II led to a subsequent annual average increase in income of
$16,000 for White veterans, but effects on Black veterans’ incomes were not statistically significant;

e and during the ages when wealth typically peaks, Black veterans had average net wealth holdings of
approximately $45,650, compared to White veterans’ average wealth holdings of $147,500.
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The voices of Black veterans and their descendants reveal the shortcomings of the
GI Bill

As part of this study, we have been speaking to Black and White veterans and their descendants about
their experiences navigating and receiving GI Bill benefits. White veterans have been nearly unanimous
in their positive experiences of the GI Bill. One White veteran described the policy as the “greatest gift a
country could have ever given its servicemen and women.” One descendant of a White veteran highlighted
the economic mobility that the bill facilitated for their family, “If my father had not received the GI Bill,
there was no money. He wasn’t going to go to college. He would’ve been a draftsman probably somewhere. So,
it changed our lives, it changed his life dramatically.”

Our conversations with Black veterans and their descendants were more mixed, containing experiences
of discrimination beginning with their time in the military and lasting through their attempts to receive
the benefits they were entitled to. When speaking about discrimination in different military branches,
one Black veteran said, “I would go to jail before I go to the Navy.” Many accounts in the literature and in
our interviews include people who were excluded from utilizing their benefits. One descendant said of
their father’s experience,

“He spent three years in the Pacific. He earned three medals... He was able to avoid injury during the war
and then come home, and within 5 hours, he’s blinded for life at the age of 27 - after serving his country, after
sacrificing everything. Only then to be denied veterans benefits.”

Another descendant said,

“He [my father] was a leader in terms of establishing a business to gain wealth - generational wealth. But it’s
sad that it took that long for the opportunity to come to fruition for him. He could have done so much more in
those 15 years [ he didn’t have benefits].”

So far, our interviews paint a clear picture. While many Black veterans were able to collect GI Bill benefits
which were often transformative for them and their families, many others were denied or given less
support from VA offices and other post-war government programs. The empirical analysis that follows is
an attempt to better understand this experience.

The average value of the benefits that Black veterans received was only 40% of the
value of the benefits that White veterans received.

The GI bill had three components: education and training benefits, loan guarantees for home purchases
and businesses, and readjustment allowances consisting of unemployment and self-employment benefits.
Eden (2022)" constructs estimates of the disbursements of each of these benefits by race by combining
data on participation rates from veteran surveys (1950, 1979 and 1987) and historical estimates of the
programs’ costs. The education and training benefits are priced using historical estimates of tuition rates
(both for college and for vocational training), as well as the stipend amounts provided by the GI bill. Loan
guarantees are monetized by combining data on home values from the 1979 Survey of Veterans with
estimates of the difference between the guaranteed loan rates and the unsubsidized market mortgage
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rates from the Census 1960 Residential Housing Survey. Finally, readjustment allowances are calibrated
based on participation rates from the 1950 Survey of Veterans and total amounts reported in the VA
Annual Reports 1945-1953.

The analysis suggests that the government spent roughly the same amounts on GI benefits for Black
veterans and for White veterans. Average spending on loan guarantees was lower. This is consistent with
Agbai (2022) " who uses VA administrative records to document that, in the years 1944-1956, Black
veterans were significantly less likely to participate in the home loan guarantee program. At the same
time, average spending on education and training benefits and on readjustment allowances were higher
for Black veterans, resulting in higher total spending per-veteran.

However, segregation and systemic racism limited the ways in which Black veterans were able to use their
benefits. To capture this, Eden (2022) makes two adjustments to the government spending numbers.
First, she constructs estimates of nominal cash-equivalents for each of the benefits. The cash-equivalent
of a benefit is the minimal amount of money that the veteran would be willing to accept in exchange

for forgoing the benefit. Nominal cash-equivalents tended to be lower for Black veterans, who often
took advantage of the GI benefits only because they were heavily subsidized, and not because they were
particularly useful to them. For example, the education and training benefits included a stipend that was
close to 100% of the average market wage for Black veterans, but only about 70% of the average market
wage for White veterans, whose average wages were higher. At a subsidy rate of close to 100%, Black
veterans were incentivized to enroll in education and training programs even if the only programs that
they could access were of low quality.

Figure 1: Differences in Black and White Veterans' Institutional Enrollment*
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This is reflected in Black and White veterans’ educational enrollment patterns. Despite similar utilization
rates, we found differences between how these education benefits were used by the Black and White
veterans in our analysis of the 1987 veteran’s survey data. We find that White veterans were more likely

to enroll in high school, college, or graduate school, while Black veterans were more likely to enroll

in vocational and technical institutions. This supports previous findings about veteran’s educational
enrollment patterns."! The literature suggests that vocational education does not match as well as
academic education when we look at the lifetime earnings.*~

The second adjustment explicitly accounts for segregation, which limited the ways in which Black
veterans in the South could choose to use their benefits. In the segregated South, Black people could not
use their money to buy education in White-only schools, or real estate in White-only neighborhoods.
Money is only valuable because it can be used to buy things, and Black veterans could use their money to
buy fewer things. The result of these two adjustments is an estimate of the real cash equivalents, which
capture the value that each benefit had from the veterans’ perspectives. In terms of real cash equivalents,
Black veterans received less than half of the benefits that White veterans received.

The analysis is summarized in Table 1, and is detailed in Eden (2022).

Table 1: Participation rates, government spending and real cash equivalents by benefit*

N N Spendingper | Spending per Real cash Real cash
Pf;f_'\iﬂg‘ Pfartt('ec,'gfatéokn veteran: white | veteran:Black | equivalent: white | equivalent: Black
) ' (1944 dollars) | (1944 dollars) (1944 dollars) (1944 dollars)
Education
and training 39.6% 46.5% $550 $625 $312 $63
Home loan
guarantees 37% 32% $101 $70 $85 $42
Readjustment | 559, 61% $237 $278 $214 $160
allowances
Total $889 $974 $611 $264

Because Black veterans were more limited in the ways in which they could utilize
the GI benefits, the benefits had more muted effects on their lifetime incomes.

Cohort analysis suggests that, for White men, service in WWII together with access to the GI benefits

led to an increase in subsequent average annual income of about $16,000 (in 2020 dollars, adjusted for
market returns). In contrast, for Black men, service in WWII is estimated to have had a negative effect on
subsequent income, although the estimate is not statistically significant.

These estimates are based on the figures below, which were compiled using Census data from 1950-1990,
spanning most veterans’ working lives (see Eden [2022] for methodological details). The first figure
shows that White men born before 1927 were much more likely to have been eligible for GI benefits than
men born in 1928 or 1929.
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Figure 2: Veteran Shares by Cohort - White Men* Figure 3: Average Income by Cohort - White Men*"
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Figure 4: Veteran Shares by Cohort - Black Men* Figure 5: Average Income by Cohort - Black Men*"
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Figure 3 plots the average annual income of White men by birth cohort. Average annual income tends

to be higher for later birth cohorts, reflecting growth in average incomes per-capita over time. Without
the GI Bill, we would expect to see a smooth linear relationship between birth cohort and average annual
income. But the relationship is not smooth: there is a discrete change between the 1927 cohort and the
1928 cohort. Because these are the cohorts in which eligibility for service in WWII dropped substantially,
the size of this jump is informative about the effects of the GI benefits on subsequent income. The
difference between the solid black line and the dashed line can plausibly be attributed to the GI benefits.

Things look markedly different for Black men. Like White men, Black men born before 1927 were much
more likely to have served in WWII. Yet, Figure 4 shows that despite this difference, there is no “jump”
in their annual income levels. The relationship between average income and birth cohort in Figure 5 is
completely linear. This suggests that the GI Bill had no measurable effect on veterans’ lifetime incomes.
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Black veterans of WWII had less than 1/3 of the wealth of White veterans

To explore potential long-term impacts of disparate access to GI Bill benefits, we focus in our analyses

on wealth holdings of veteran and non-veteran households. While income and wealth are highly
correlated, wealth is a better indicator of economic wellbeing for the households and their subsequent
generation. Unlike income, which provides financial resources for daily expenses, wealth presents a stock
of resources that can be tapped into for education, home purchase, starting a business, or as a source of
income during retirement. It is therefore especially critical not only for the veteran households, but also
for the economic well-being of subsequent generations. And more importantly for these analyses, the
racial wealth gap has been consistently much larger than the racial income gap, estimated at 10% of the
White wealth compared to 70% of the White income.

In the following analyses, we test differences in wealth holdings for veteran households during the later
stages in life. To conduct these analyses, we utilize a range of data sources needed due to the lack of one
data source collecting the required data elements. Except for the Survey of WWII veterans, none of these
surveys ask about whether a veteran has used the GI Bill. Estimates are therefore for all veterans as a
group. For this on-going work, we plan to use the following 4 data sets:

1. The Asset and Health Dynamics among the Oldest Old (AHEAD) is a panel study that has been
collecting data biennially from the same persons since 1992, age 70 or older at study initiation. To
our knowledges, AHEAD is the only data set that collected data on net wealth of WWII veterans
specifically.

2. The Panel Study of Income Dynamics (PSID) has been collecting data of the same households and
their descendants since 1968 in annual and biannual surveys. Study participants were asked about
their veteran status in 1968, information used together with corresponding age brackets to create
a WWII sample. The PSID oversamples Black respondents which positions it well for the Black-
White comparison for this study. Wealth data were collected for the first time in the 1984 data.

3. Survey of WWII veterans 1987, a subset of the Current Population Survey. This data set provides
information on Black and White WWII veterans’ use of the GI Bill benefits.

4. Census data tracking Black and White homeownership rates, typically the largest component of
wealth holdings among US households.
For the analyses using the AHEAD data set, we aim at responding to the following research question:

What are racial wealth disparities among WWII veterans in their late stage in life?

Preliminary Descriptive Analyses: Racial Wealth Disparities, as observed in the AHEAD data set

In Figure 6, we show the results of median net wealth disparities for Black and White WWII veteran
households and compare these to Black and White non-veteran households.

These unadjusted net wealth estimates, in which are we are not controlling for factors correlated with
wealth, such as education and income, show large racial wealth gaps for both, WWII veterans and non-
veterans. Overall, we see significantly higher wealth estimates for veterans, about twice as high for
veterans compared to non-veterans.
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For both groups, veterans and non-veterans, the relative racial wealth gap is similar in size. That is, for
each one-dollar a household of a White WWII veteran owns, a household of a Black WWII veteran owns
just 30 cents. This is a smaller racial wealth gap we typically observe for the general population which has
been estimated at 10-15 cents a Black household owns for each one dollar a White household owns. One
explanation for this finding may be that we are observing wealth for these households towards the end of
their life course when household wealth holdings typically peak.

Figure 6: Median Net Wealth, Black and White WWII Veterans and non-Veterans, 1993
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When we turn to the absolute differences, measured in absolute dollars, we see that the absolute racial
wealth gap is twice as high for veterans. In 1993, the wealth of a typical Black WWII veteran household
was $100,000 less than the typical White WWII veteran household. The estimate for the average racial
wealth gap is as expected, much larger and estimated at $188,154. Converting these estimates into today’s
dollars, these estimates are close to double in size. The estimated median racial wealth gap for WWII
veterans would amount to $199,976, the average racial wealth gap to $369,428.

Analyses for the South and North regions reveal slightly different trends in relative and absolute racial
wealth disparities. While wealth holdings are higher for households in the North regardless of veteran
status, the relative racial wealth gap is slightly smaller for veteran households in the North than for
non-veteran households. In the South, we observe the opposite. The racial wealth gap there is larger for
veteran households than non-veteran households. These differences are however small.

In sum, we observe large racial wealth disparities for Black WWII veterans when compared to White
WWII veterans. These disparities are substantially larger than the income disparities for these groups
which are estimated at 72-73 percent of White household incomes that Black households make,
regardless of veteran status. Unequal ability to use GI Bill benefits for Black veterans contributed to this

gap.
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Research Illustrates the Unequal Implementation and Impact of the GI Bill

On May 23rd, the Heller School for Social Policy and management invited Chinyere Abgai from Brown
University, Lukas Althoff and Christiane Szerman from Princeton University, and Maya Eden from
Brandeis University to present their research into racial discrimination in the GI Bill. Following these
presentations, Omer Ali from Duke University, Sarah Turner of the University of Virginia, and Job
Boerma from the University of Wisconsin acted as discussants. Eden’s work is reflected in this report
already; however, Abgai and Althoff and Szersman’s research reveled deep and intergenerational effects of
racial disparities in the GI Bill, particularly in home ownership.

Abgai (2022) showed significant racial differences in who received the Home Loan Guaranty (HGL)
among veterans. The unequal implementation of the HLG increased racial inequality in home ownership
and, therefore, increased absolute racial wealth inequality. Althoff and Szerman (2022) also highlighted
racial inequities in home ownership, showing that GI Bill housing benefits increased the home ownership
gap by 60%. As housing is one of the primary ways families in the United States pass down wealth to their
to the next generation, this cemented and widened the homeownership and wealth gaps for veterans’

children.
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