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ABOUT PROSPERITY NOW
Prosperity Now (formerly CFED) believes that everyone deserves a chance to
prosper. Since 1979, we have helped make it possible for millions of people,
especially people of color and those of limited incomes, to achieve financial
security, stability and, ultimately, prosperity. We offer a unique combination of
scalable practical solutions, in-depth research and proven policy solutions,
all aimed at building wealth for those who need it most.

This report was made possible thanks to the contributions of Solana Rice, Kamolika Das, Holden Weisman,
Dedrick Asante-Muhammad, Jeremie Greer, Sean Luechtefeld, Roberto Arjona, and Doug Ryan.
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As we near a time when people of color will make up the majority of the nation’s population, it
becomes increasingly apparent that addressing the growing financial security challenges faced by
millions of families of color will be imperative to our national economic security. This State Policy
Blueprint aims to support the leadership of state lawmakers and advocates interested in creating
a more inclusive path to prosperity — a path that addresses the challenges and institutional
barriers facing low-income communities and communities of color. Undoubtedly, this list is not
comprehensive, but rather, is designed to serve as a starting point for states looking to do more
to invest in all their residents.

INCOME-SUPPORTS TO ENCOURAGE SHORT-TERM SAVINGS
FOR WORKING FAMILIES OF COLOR:
People of color disproportionately work in low-wage occupations. Stretching and
supplementing limited household income allows families to set aside savings. These
policies help families get by and get ahead.

Policy Solution 1:
Establish a refundable state Earned
Income Tax Credit that is at least 15% of
the federal credit and expand eligibility
to more workers.

Policy Solution 2:
Increase education funding for
Head Start programs and provide
a supplemental Head Start grant to
help programs meet federal match
requirements.

REMOVE BARRIERS TO SHORT-TERM SAVINGS FOR PEOPLE
OF COLOR:
Saving is difficult enough without policies that discourage and strip families of hard-earned
savings. These policies aim to remove barriers and protect financial security.

Policy Solution 1:
Remove asset limits from public benefits
programs (TANF, SNAP and LIHEAP) to
ensure families are not penalized for
saving. financial futures.

Policy Solution 2:
Protect consumers from the cycle
of small-dollar debt perpetuated by
predatory lenders.
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EMPOWERING COMMUNITIES OF COLOR TO SAVE FOR
LONG-TERM GOALS:
Saving for long-term assets like education, homeownership and retirement are
fundamental to prosperity and economic mobility over generations. These policies can
promote access for historically marginalized groups.

		
Policy Solution 2:
Encourage saving
for college through
Children’s Savings
Account programs and
lower tuition costs for
undocumented students.

Policy Solution 1:
Encourage matched
savings programs
like Individual
Development
Accounts.

Policy Solution 3:
Promote access to
retirement savings
programs for workers
without employersponsored plans and
strengthen accompanying
financial education.

AFFORDABLE HOUSING & HOMEOWNERSHIP AS THE
FOUNDATION OF BLACK & LATINO WEALTH:
Despite deep setbacks during the recession, affordable housing and homeownership
remains critical to long-term wealth and prosperity. These policies help create
opportunities for families to rent and own safely and sustainably.

Policy Solution 1:
Provide a range of
supports for first-time
homebuyers.

Policy Solution 2:
Pass legislation explicitly
barring “source of
income” discrimination
to increase fair housing
options.

Policy Solution 3:
Enact state-level
property tax credit
programs.

For more information on how we can support your state financial security policy agenda contact:

Solana Rice

State & Local Policy Director at Prosperity Now
srice@prosperitynow.org
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P

ublic policies in general—and state policies in particular—have always been important.
However, the results of the 2016 presidential and congressional elections have deepened
the need for states to take the lead in the work of shoring up household financial security,
especially for communities of color. Our current political reality at the federal level is showing
signs that the coming years will bring tremendous threats to programs that serve and protect
low-income individuals and families, especially historically disadvantaged communities.
In the absence of our federal government’s willingness and readiness to invest in the well-being of
these vulnerable communities, we offer this State Policy Blueprint to help state lawmakers identify
meaningful ways to fill the void left by Congress and the Trump Administration. This Blueprint features
policy considerations and policy solutions from the Prosperity Now Scorecard that can serve as the
building blocks for improving the financial security of low-income communities and communities of
color. Undoubtedly, this list is not comprehensive, but rather, is designed to serve as a starting point for
states looking to do more to invest in their residents.

FINANCIAL INSECURITY BY THE NUMBERS
Despite a low national unemployment rate, the situation facing those without work is far from rosy.
Workers who are unemployed search for a job for an average of 24 weeks—nearly half a year.1 Meanwhile,
although the number of households with bank accounts is increasing, 37% of households lack enough
savings to withstand a three-month disruption of income (e.g., due to a job loss or medical emergency)
and stay out of poverty. Furthermore, over half of renters and 30% of homeowners are spending more
than a third of their incomes on housing. For those living on the edge, the opportunity to build financial
stability, wealth and prosperity hangs in the balance.
These harsh economic realities can wreak havoc on any family, but we must acknowledge that they
pave a much harder road for people of color who work daily to overcome barriers to their financial
health erected by generations of racialized policies and practices. At Prosperity Now, we recognize that
a whole range of factors contribute to household financial security, and at every turn, we see major racial
disparities in these factors. Black and Latino household incomes at the median continue to lag behind
median White household income, with gaps of about $20,000 and $13,000, respectively.2
Paired with inequities in homeownership rates, uneven access to safe and affordable financial products,
and a host of other issues, these disparities in income pale in comparison to markedly disparate levels
of asset ownership and net worth between races. For example, for every dollar of White household net
worth, Black households have a median net worth of seven cents, while Latino households have about
10 cents on average. Thirty percent of Black households and 24% of Latino households have zero or
negative net worth, meaning they have more debt than assets. Such vast levels of wealth inequality
account for differences of more than just a few dollars—these disparities determine, quite literally, which
families get to rebound from financial hardships with relative ease and which ones are left reeling for
years to come.
Against this backdrop, the pages that follow focus on state policies that can help remove barriers to
prosperity and improve financial security for communities of color. Some of these policies have years of
evidence proving their effectiveness, while others are still emerging but showing much promise. In both
cases, the recommended policies are ones that policymakers, administrators and advocates should
consider while keeping in mind their potential to have an outsized positive impact on households of
color. We start with an exploration of policies that increase income and enable it to stretch further. We
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then turn to policies that encourage short-term savings to help families build their financial resilience, as
well as long-term savings to purchase assets that build wealth over a lifetime and across generations.
We conclude with a set of policy recommendations that address affordable housing and homeownership
in particular, as homeownership is the asset that contributes perhaps most significantly to the financial
security of households of color.
We include policies in our recommendations only if they meet each of three criteria. In order to be
included in this Blueprint, the policy had to be:
		

Meaningful, in that it can have a significant positive impact on financial security, wealth
and prosperity for communities of color.3

		

Moveable, in that it can garner political will and attract bipartisan support.
Manageable, in that it is not overly complex or expensive.

This guide is intended to complement Prosperity Now’s Federal Policy Blueprint to Close the EverGrowing Wealth Gap and The Road to Zero Wealth: How the Racial Wealth Divide is Hollowing Out the
American Middle Class. Both of these resources were designed to help advocates identify opportunities
for federal action. You’ll find practical advice on policy design considerations and references to research
and helpful materials throughout. We hope that this Blueprint sparks conversations about the roles
states can play in building strong foundations for financial security and prosperity, and we welcome you
to share your experiences about how these policies play out in your state.

INCOME SUPPORTS TO ENCOURAGE
SHORT-TERM SAVINGS FOR WORKING
FAMILIES OF COLOR
A quarter of jobs in the US are in low-wage occupations that pay less than $24,250 annually to support
a family of four. The majority of these low-wage jobs do not offer employer-sponsored benefits like
health insurance, paid sick leave, retirement plans and flexible work schedules. Meanwhile, the costs
of supporting a family continue to increase, and basic needs now command a much larger share of a
family’s budget than they did just a few years ago. Having enough to cover routine expenses and to
set aside savings to weather income volatility or plan for the future is only possible when workers earn
adequate income, but more and more families find themselves choosing between today’s expenses and
tomorrow’s possibilities.
Fortunately, voters in many states have demonstrated that they are eager to clear a path to wealth
building and prosperity. In 2016, several state propositions and ballot measures ushered in minimum
wage increases in places like Arizona and Maine.4 To boost the take-home pay working families can use
to get by and get ahead, states should build on these successes and blaze new trails by adopting the
policies that follow.
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Policy Solution #1: Establish a refundable state Earned Income
Tax Credit that is at least 15% of the federal credit and expand
eligibility to more workers.
The federal Earned Income Tax Credit (EITC) lifted about 6.5 million people out of poverty in 2015 by
boosting household income and making it possible for working families to save.5 Twenty-nine states and
DC have established a state EITC. A recent study in California estimated that two out of three workers
eligible for the state’s EITC are people of color, while an even greater share (four out of five) of children
who benefit from the EITC are children of color.6
Of course, not all EITC policies are created equal, and the way the policy is designed has important
implications for the reach and scope of the EITC. Of those 29 states and DC that have a state EITC, only
24 of them have a refundable credit, which is critical for reaching low-income filers and people of color
who may owe very little in taxes.7
Besides establishing a refundable EITC that is 15% of the federal credit, in designing a strong EITC policy,
advocates and policymakers should consider:
n Expanding eligibility to childless workers. Studies show that raising the credit for childless
workers could have a significant impact on Black and Latino men, who are disproportionately
likely to work in low-wage jobs and to pay disproportionate amounts of income taxes that could
be offset by the EITC. Further, expanding eligibility can help men who have children but who are
not custodial parents. Unfortunately, with the exception of DC, states follow the same eligibility
criteria of the federal credit, including the fact that workers without dependent children receive
minimal benefit. States should follow DC’s example by expanding EITC eligibility.
n Conducting targeted outreach and marketing campaigns. Direct funding should be allocated
toward campaigns that inform communities of color about the existence of the EITC, its value
and the safe options where taxpayers can go to claim the credit, such as Volunteer Income Tax
Assistance (VITA) sites.
n Dedicating resources for high-need areas. States should provide dedicated funding and support for VITA programs that offer services in low-income areas with large communities of color.8
n Innovating EITC through VITA. States should introduce targeted innovations like Rainy Day
EITC or other savings tools focused on using tax time to help filers save portions of their refund.
n Holding paid tax preparers accountable for the returns they prepare. States should regulate
tax preparers who charge for their services. Paid tax preparers can easily exploit low-income
filers by charging exorbitant preparation fees. Furthermore, studies show that unscrupulous
tax preparers plant storefronts in communities with a high population of low-income earners.9
Four states (California, Oregon, New York and Maryland) regulate paid tax preparers through a
combination of registration requirements, continuing education training and competency standards.10
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Policy Solution #2: Increase education funding for Head Start
programs and more specifically, provide a supplemental Head
Start grant to help programs meet the 20% match required by
the federal government.
Head Start allows families to save significant amounts of money on their childcare expenses. One
estimate found that the average cost of full-time day care is $10,000 per year, ranging from $5,000 in
Mississippi to $22,000 in Washington, DC. Nationwide, the average full-time minimum-wage worker
earns only $15,080 a year, making it downright impossible for families to afford decent childcare.11
Parents who work in low-wage jobs are forced to make difficult decisions, such as placing their children
in substandard, unregulated child care facilities or spending most or all of their wages to ensure their
ability to work.
Programs such as Head Start can help both children and parents by improving children’s cognitive
and social development while strengthening parents’ ability to go to work and increase their longterm earning potential.12 In the short term, Head Start defrays childcare costs, which in turn increases a
family’s discretionary income and allows them to save for routine and unexpected life events. At least
90% of children served by child care centers funded by Head Start matching grants must be below the
federal poverty line. Therefore, the families that participate in Head Start often need the most support.
In addition to childcare savings, research indicates that Head Start families enrolled in supplementary
health literacy programs can save significant amounts of money in medical expenses.13
States can support Head Start by helping community-based programs meet the 20% match required
by the federal government to ensure Head Start reaches low-income communities of color. Without this
match, state programs struggle to qualify for federal Head Start funds. The racial and ethnic composition
of Head Start participants varies significantly by state and program type, but nationwide, a higher
proportion of income-eligible American Indian/Alaska Native and Black children are enrolled than Asian
or White children.14 Further, studies have shown that Black children enrolled in Head Start programs
experienced more favorable impacts between kindergarten and third grade compared to their nonHead Start peers. Thus, increasing support for Head Start programs and ensuring that centers utilize
community needs assessments can disproportionately benefit children of color. States can utilize their
own preschool grant programs, local taxes and public school funding to strengthen Head Start.
In expanding education funding for Head Start, advocates and policymakers should integrate financial
capability services into Head Start programs. Doing so would help parents develop financial resilience,
open and maintain emergency savings accounts, and manage family finances. For example, the Head
Start Parent Ambassador Individual Development Account Project in Washington State guided parents
to plan for short- and long-term financial goals, save for asset purchases and prepare for unexpected
emergencies. At the end of the project, parents reported that they continued to save and have a better
understanding of financial topics, such as improving credit and avoiding predatory financial services.15
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REMOVE BARRIERS TO SHORT-TERM SAVINGS
FOR PEOPLE OF COLOR
Building a personal safety net or setting something aside for a rainy day can put individuals and families
in the driver’s seat when it comes to their own financial futures and provide much-needed protection
from financial shocks. Nearly half of all households in the US lack even the most basic savings to cover
their expenses in the wake of a financial crisis like the loss of a job or a medical emergency. Households
of color consistently find themselves in an even more precarious position—they are more than twice as
likely to live below the federal poverty line and nearly twice as likely to lack liquid savings.16
With so many families teetering on the edge of financial disaster, access to safe and affordable financial
products like savings accounts, loans and lines of credit are critical to weathering income volatility
and managing unexpected expenses. According to FDIC’s 2015 National Survey of Unbanked and
Underbanked Households, 18% of Black households and 16% of Hispanic households are unbanked,
compared to only three percent of White households.17 The following policies focus on reducing barriers
to savings and protecting consumers from predatory practices.

Policy Solution #1: Remove asset limits from public benefits
programs, especially TANF, SNAP and LIHEAP, to ensure families
are not penalized for saving for their own financial futures.
Social welfare programs are critical to helping families meet their basic needs and mitigate financial
hardships.18 At least one study shows that the U.S. poverty rate would be twice as high without the federal
safety net.19 States have considerable discretion in deciding how they implement federal programs, who
will benefit and whether basic assets like a family car will count against families in determining eligibility.
However, in designing their own programs, a number of states have strict so-called asset limits in place—
restrictions on eligibility for public benefits based on an applicant or recipient household’s assets,
including homes, automobiles, savings or other
investments. These asset limits have consistently
Number of States That Have
been shown to discourage household savings among
Eliminated Asset Limits
low-income families.20 In turn, these policies prevent
families from building the means to manage their
finances without relying on public benefits for longer
LIHEAP
39 + DC
than is necessary.
The best option is for states to eliminate all asset limits
for TANF (Temporary Assistance for Needy Families),
SNAP (Supplemental Nutrition Assistance Program,
formerly Food Stamps) and LIHEAP (Low-Income
Housing Energy Assistance Program). Although asset
limits hurt all program applicants and participants, they
are more harmful for communities of color. A recent
analysis of TANF programs has shown that states with

34 + DC

SNAP

TANF

8 + DC
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larger African American populations have more restrictive eligibility requirements and less generous
benefits relative to states with fewer African Americans.21 Lifting asset limits increases the likelihood
that a household living below 200% of the federal poverty level will be banked because families would
no longer be tempted to “hide” their assets.22 Lifting asset limits would also increase the likelihood that
a family would have at least $500 in savings.23 Given the racial gaps in the unbanked rates—18.2% of
Black households were unbanked in 2015, compared to only 3.1% of White households—removing asset
tests from public benefits programs would eliminate one of many barriers facing families looking to save
even modest amounts to prepare for a rainy day and build a personal financial safety net.24
Indeed, removing asset limits is a win-win for both states and families. States that increased or removed
asset limits not only continued the trend of decreasing caseloads, but also saw significant reductions in
administrative costs because administrators spent less time repeatedly verifying families’ income and
assets as they gained and lost eligibility.25 Even so, only eight states have eliminated asset limits from
their TANF programs, 34 states and DC have eliminated their SNAP asset limits, and 39 states and DC
have eliminated their LIHEAP asset limits.26
In removing asset limits from public benefits programs, advocates and policymakers should consider:
n Taking intermediate steps to ease the burden on participating households until states can
eliminate asset limits entirely. At the very least, states can index asset limits to inflation, allowing families to save at a steady pace without being penalized. States can also follow the lead of
seven states—Alabama, South Carolina, Florida, Georgia, Mississippi, Washington and Pennsylvania—by extending certification periods, waiving re-certification interviews and/or using electronic data to reduce verification paperwork for families.27
n Revisiting other aspects of benefits administration. Because states have so much discretion
in how they implement their public benefits programs, it is important to acknowledge that asset
limits are only one problematic aspect of administration among many. Advocates should examine all program requirements, like work requirements, enforcement practices for noncompliance
and duration of benefits. Each of these programmatic decisions can increase costs for states
and have disproportionately adverse impacts on households of color.28

Policy Solution #2: Protect consumers from the cycle of smalldollar debt perpetuated by predatory lenders.
Predatory small-dollar loans—like payday loans, auto-title loans and installment loans—strip consumers
of millions of dollars and trap them in unrelenting cycles of debt by charging egregious interest rates,
issuing loans without regard to a borrower’s ability to repay and re-lending to borrowers despite existing
repayment liabilities. For example, the typical borrower takes out nine loans from a single lender
throughout the year, paying $504 in just fees for a $346 principal on the original loan.29 The costs of these
loans compound over time and often lead to defaults, bankruptcies, ruined credit or the loss of critical
assets. More troubling, evaluations of payday lending in Florida, North Carolina and California have
all found that payday loan outlets are disproportionately located in Black and Latino neighborhoods.30
The funds spent on paying astronomical fees and interest shrink the already-low levels of discretionary
income families have on hand for short-term savings. When every spare dollar goes toward paying
down debt, families have no extra income to save for emergencies—forcing them to rely on small-dollar
loans all over again.31
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In working to protect consumers from predatory lenders, advocates and policymakers should consider
implementing their own regulations on unscrupulous financial service providers. Although the Consumer
Financial Protection Bureau is set to finalize new regulations for payday lenders, these regulations will
most certainly be under attack in Congress. Moreover, states’ regulations can buttress the important
steps the Bureau is taking to regulate this industry. To do so, states should cap interest rates at 36% APR
or lower since the Bureau’s regulations do not affect interest rates.32 Connecticut, New Jersey, North
Carolina, New York and Pennsylvania have all implemented similar restrictions on payday, installment
and auto-title loans.33

EMPOWERING COMMUNITIES OF COLOR
TO SAVE FOR LONG-TERM GOALS
Savings for assets that can build intergenerational wealth, like homeownership, education and retirement,
are a distant dream for many families. Thirty percent of Black households and 24% of Latino households
have zero or negative net worth, meaning they have more debt than assets. The following are several
policy options states should consider to support families as they build long-term savings that enable
them to purchase assets that translate into lifelong financial well-being.

Policy Solution #1: Encourage matched savings programs like
Individual Development Accounts.
Low-income people can and do save, and efforts to provide seed dollars and small matches for milestones
can help families build longer-term assets. Traditionally, the most effective way to help low- and moderateincome households save has been through Individual Development Accounts, or IDAs. IDAs provide an
opportunity to save for targeted goals—most commonly postsecondary education, homeownership or
business ownership—by matching their savings at rates ranging from 2:1 to 8:1. A significant number
of households of color have taken advantage of these accounts over the last 15 years, with African
American and Hispanic savers comprising 40% and 17%, respectively, of those accountholders.34
Homeownership IDAs have been particularly critical in helping vulnerable families get ahead; hundreds
of families have purchased homes and, in some cases, weathered foreclosure with the help of IDAs,
as these programs also provide access to housing counseling and safe mortgage products.35 Because
the federal government is no longer funding IDA programs, states have an opportunity to design and
fund matched savings programs that strengthen business ownership prospects, homeownership and
educational pursuits by meeting the short- and long-term needs of low-income savers.
Oregon has taken the lead in providing state funding for IDAs, committing $10.7 million annually through
2022, an investment that helps more than 3,500 Oregonians build their assets through homeownership,
education and entrepreneurship each year.36 An additional 12 states and the District of Columbia
provided funding for IDA programs in 2016, with 10 states overall maintaining stable levels of funding
over the past three years.37
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In encouraging matched savings programs, advocates and policymakers should consider:
n Supporting research focused on demonstrating the impact of IDAs. Any state establishment
or expansion of funding for IDAs should dedicate funding for research on the impact of IDA programs on communities of color.
n Targeting their funding allocations. States should dedicate a portion of state funding for IDAs
to organizations that serve high-need communities of color. In places where this is not possible,
identifying places with high concentrations of persistent poverty or high rates of asset poverty
can help reach a higher volume of households of color.

Policy Solution #2: Encourage saving for college through
Children’s Savings Account programs and lower tuition costs
for undocumented students.
States can encourage families to save for college by adopting Children’s Savings Account (CSA)
programs, and states can make college more affordable for undocumented students by allowing them
to claim in-state tuition. CSAs are long-term savings or investment accounts that provide incentives like
savings matches to help children and their families build dedicated savings that are typically restricted
for the purposes of postsecondary education.
Research indicates that having dedicated college savings increases both parental expectations for
children’s futures and increased expectations among students themselves.38 Because the amounts
families save are typically small, CSAs will rarely decrease the amount of student debt amassed by
graduates. Rather, CSA programs make it easier for students to fund extra costs of college that are
not covered by scholarships, such as transportation and accommodations when dorms are closed for
holidays. That potential, coupled with the fact that CSAs make college a regular part of conversations
between parents and their kids, means that more students develop a college-bound identity earlier in
life. Currently, two states have universal CSA programs, and ten additional states provide some sort of
match for college savings.
In expanding access to higher education for students without full citizenship and students of color,
advocates and policymakers should consider CSA programs that are automatic (i.e., students must opt
out rather than opting in) and financially progressive in their funding structure (i.e., greater initial deposits
and incentive matches are given to families that come from economically disadvantaged backgrounds).
In addition to helping families save for college, advocates and lawmakers can also extend the benefits
of a college education by offering in-state tuition to high school graduates that have been admitted
to a state college or university regardless of their citizenship status. Because students without full
citizenship are not eligible for federal financial aid, postsecondary education is often out of reach for
these students. Currently, 19 states have tuition equity policies and, contrary to popular belief, these
policies do not contribute to revenue loss. According to experts in states that have already passed this
legislation, the tuition paid by these students tends to increase school revenues because it accounts for
income that would otherwise not exist. In the long-term, it also raises the caliber of the local workforce
and strengthens the local economy, since many young immigrants are able to maintain professional
jobs, pay taxes, and attract other well-educated workers to the state.39
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Policy Solution #3: Promote access to retirement savings
programs for workers without employer-sponsored plans and
strengthen financial education to put long-term savings and
investments within reach.
As the responsibility for retirement savings has increasingly shifted over the past 30 years from employers
to employees, the number of workers with access to an employer-sponsored retirement savings plan has
remained flat, failing to capture employees who no longer have access to a defined benefit pension.40
Although retirement savings remains a primary driver in decreasing poverty among elderly populations
and increasing the likelihood of intergenerational wealth transfers, workers of color are more likely
to lack access to safe, employer-sponsored retirement savings plans. The most recent data on the
percentage of Black workers with access to an employer-sponsored retirement plan was nine percent
lower than the rate for White workers. More importantly, among those with access, participation rates
for Black workers were nearly 17% lower than participation rates for White workers.41 Such disparities in
access and participation have contributed to widening disparities when it comes to levels of net worth,
with the median net worth of Black households being $9,250 and $12,550 for Hispanic households
compared to $127,200 for White households.42
An analysis of the U.S. Department of the Treasury’s now-defunct myRA program—shuttered by the
Trump Administration in the summer of 2017—estimated that the program narrowed the racial wealth
divide, even despite modest participation rates and moderate contributions by savers.43 This evidence
suggests that increasing even basic access to retirement savings vehicles could have lasting impacts on
workers’ financial health later in life.
Especially in the absence of myRA, states have the ability to do significantly more. Several states have
begun rapidly and dramatically expanding access to retirement savings to workers largely left out of
the long-term savings pool, namely lower-income workers and workers of color, by enacting statewide,
automatic-enrollment individual retirement account programs known as AutoIRA. AutoIRA programs
currently being implemented create safe, long-term savings options that make it easy to make deposits
into the accounts, including default savings levels and automatically escalating contribution amounts,
helping new savers contribute at maximum levels into portable accounts. These plans will do much to
narrow the divide in retirement savings access and participation, especially as the portability of these
accounts can boost plan participation rates above 90%.44 Several states are now well into the process
of establishing their AutoIRA programs, including California, Connecticut, Illinois, Maryland and Oregon.
In expanding access to and participation in retirement savings plans, advocates and policymakers
should consider:
n Following the steps outlined in our advocacy guide: An Advocacy Roadmap for Enacting
Statewide Policies to Encourage Retirement Savings.45 This outlines what states seeking to
pursue an AutoIRA program will need to follow in order to enact authorizing legislation prior to
mandating the program.
n Developing education, marketing and outreach strategies in the earliest stages of planning.
Especially given that many participants will be first-time investors who lack some financial experiences and knowledge needed to save and invest successfully, educating potential savers
and conducting thorough outreach will be critical. Tailoring these strategies to communities of
color by identifying community distribution channels, language translation resources and cul-

13

A STATE POLICY BLUEPRINT FOR A MORE INCLUSIVE PATH TO PROSPERITY

turally competent staffing can ensure that participants understand their rights and are ready to
save. Research has demonstrated that the most significant positive effects on savings are seen
among those with the least wealth when programs are paired with targeted education.46 Oregon
took the lead in the pursuit of AutoIRAs by including a mandate in the authorizing legislation for
its OregonSaves retirement program to provide recommendations to improve financial education in the state through collaborations between public, private and nonprofit organizations.

AFFORDABLE HOUSING & HOMEOWNERSHIP
AS THE FOUNDATION OF BLACK & LATINO
WEALTH
Shelter is considered to be a fundamental basic need for all individuals and families, but the disappearance
of low-cost housing nationwide, and specifically in metro areas with strong job markets, leaves too many
households on the financial edge. The lack of affordable housing options impacts homeowners and
renters alike, but renters are more likely to be burdened by their housing costs. When families struggle
to pay the rent, the dream of homeownership can seem simply unattainable.
Approximately half of all U.S. renters are cost-burdened, meaning that they spend over 30% of their
household income on rent and utilities. The statistics are even more troubling when broken down by
race—58% of Black renting households and 57% of Hispanic renting households are cost-burdened,
compared to 47% of White renting households. A recent study from the National Low-Income Housing
Coalition found that there is no state or city where a minimum-wage worker can afford to rent a modest
two-bedroom apartment.47 Without affordable rental options, families cannot free up funds for food,
transportation, health care or other essential expenses.
For families who own their homes, home equity comprises the largest portion of their wealth. In fact,
homeownership accounts for 34% of White household wealth and approximately 56% of Black and
Latino household wealth. Because homeownership is the cornerstone of prosperity for low- and
moderate-income households, it is not surprising that homeownership is also a major driver of the racial
wealth divide.48 Owning a home is closely linked to a household’s ability to amass wealth for a number of
reasons: mortgages provide a vehicle for regular savings because making on-time mortgage payments
builds equity owned by the homeowner, most home values appreciate over time, federal tax benefits
target homeowners, and homeownership offers protection against inflation in the rental market.49 Rates
of homeownership are considerably higher for White households than for Black or Latino households.
The Urban Institute estimates that by 2030, the Black homeownership rate will be about 40%, much
lower than the 46% rate Black households saw in 2000. While the Hispanic homeownership rate is
expected to rise—from 46% now to 48% in 2030—it is nevertheless projected to be 22 percentage
points lower than the projected White homeownership rate of 70%.50
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However, the benefits of homeownership are not equitably distributed across communities. As described
in Prosperity Now’s 2017 report, A Downpayment on the Divide, historical and current housing and
homeownership policies have resulted in lower homeownership rates, lower returns on homeownership
investments and higher-cost mortgages for people of color. For example, the U.S. Department of Justice
has more active redlining investigations underway in cities across the nation today than at any time in
the past seven years.51 Research from 2015 shows that Black and Latino mortgage applicants were more
likely to be denied a mortgage than White applicants, even when Black applicants had identical financial
qualifications compared to their White counterparts.52

A STATE POLICY BLUEPRINT FOR A MORE INCLUSIVE PATH TO PROSPERITY
Unfortunately, increasing homeownership rates among communities of color will not in and of itself
reduce racial wealth inequality. States should enact meaningful interventions that (1) support new
homebuyers with downpayment assistance and equitable access to affordable mortgages, (2) increase
the availability of affordable rental housing stock and home purchases that appreciate over time, and (3)
reduce the risk of foreclosure and financial instability for existing homeowners. This is a three-legged
stool of affordability, availability, and protection.

Policy Solution #1: Provide a range of supports for first-time
homebuyers
Although housing plays a significant role in household wealth across the board, the reliance on housing
for financial security is far more pronounced in communities of color. While 34% of White wealth is
generated through homeownership, approximately 56% of Black and Latino wealth comes from owning
a home.53 Furthermore, White families are five times more likely to receive large gifts and inheritances
to be used for downpayments compared to non-White families, further adding to the advantages they
enjoy on the path to homeownership.54 Therefore, any serious attempt to remedy the racial wealth
divide must include strategies for increasing access to downpayment assistance and affordable sources
of credit.
States can support first-time homebuyers by offering grants and “soft second” mortgages (subsidized
and/or forgivable loans that help boost a borrower’s equity) directly to borrowers. States can also fund
homeownership education and counseling for prospective homebuyers and current homeowners.
When states offer mortgages directly to buyers, they have the authority to lower downpayment
requirements. While that may raise red flags, mortgages are much safer now than before the Great
Recession, especially given new mortgage underwriting and servicing rules.55 As a result, mortgages
with lower downpayments are safer than those offered prior to these reforms. Such policies would
disproportionately benefit Black and Latino mortgage applicants because they are less likely to have
the savings needed to meet higher downpayment requirements. In fact, in one study of 700 borrowers,
more than 40% of Black applicants reported applying for mortgages with downpayment requirements
of five percent or less.56
In targeting homeownership support to first-time buyers, advocates and policymakers should consider
how to make safe mortgage products more accessible. First-time homebuyer assistance policies must
not only help households of color secure the funds needed for a downpayment, but also help families
access mortgage products with lower costs and better terms and conditions. Comprehensive policies
that truly support first-time homebuyers likely will also need to include reforms to outdated credit scoring
and lending standards, as these have traditionally shut homebuyers of color out of the housing market.

Policy Solution #2: Pass legislation explicitly barring “source
of income” discrimination to increase fair housing options.
Immigrants and racial and ethnic minorities are disproportionately concentrated in poor residential
areas that are marked by substandard housing conditions, fewer employment opportunities, underresourced schools and higher exposure to crime.57 The Housing Choice Voucher (HCV) program, the
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federal government’s major program for assisting very low-income families, the elderly, and individuals
with disabilities to afford decent housing in the private market, was partially designed to eliminate
concentrations of poverty and racial segregation in housing. However, voucher holders often face
significant obstacles to moving into neighborhoods that offer more opportunity—especially because
most state and local laws do not require landlords to accept HCVs. As a result, voucher recipients’
success in finding housing before the vouchers expire varies widely from region to region.
States should add source of income as a protected class in their antidiscrimination laws, so that landlords
cannot refuse tenants based on the fact they are using a voucher as payment. Doing so could increase
options for voucher holders and potentially help desegregate neighborhoods. Currently, nine states
and the District of Columbia explicitly prohibit discrimination based on source of income, including the
receipt of housing assistance. An additional three states—California, Oklahoma and Wisconsin—prohibit
source-of-income discrimination, but the laws are ambiguous about whether or not HCVs fall within the
scope of the protection. Further, Indiana and Texas have laws that explicitly bar local governments from
adopting ordinances that would protect HCV recipients from discrimination.58
In protecting homebuyers of color against source-of-income discrimination, advocates and policymakers
should consider granting greater flexibility to public housing authorities. Allowing public housing
authorities to extend the timeframes in which vouchers must be used can increase the likelihood that
voucher holders will find a neighborhood that affords them more opportunity before the vouchers
expire. Doing so would enable public housing authorities to work proactively with families that find the
housing market to be too constrained for them to utilize their housing assistance.

Policy Solution #3: Enact state-level property tax credit
programs.
States can ease the housing burden on vulnerable households by reversing unfair tax policies that
disproportionately benefit high-income homebuyers and by protecting low-income homeowners from
housing burden “overload.” States should offer property tax credit programs, which create tax reductions
for low-income families that pay a disproportionate amount of income on property taxes. As of 2013,
30 states and DC offered some form of property tax credits, but the programs varied widely in terms of
eligibility criteria and maximum credit amount.59 To maximize the impact of the tax credits, states should
institute programs that consider the ratio of income to property tax, rather than just income. States
should also index credit amounts and maximum benefits to property tax assessments, expand eligibility
to low-income taxpayers of all ages (rather than just the elderly, as is often the practice currently), and
ensure that the application process is simple and streamlined.
Policies that help address housing cost burden disproportionately benefit homeowners of color because
these households face greater rates of housing cost burdens. Whereas only 27% of White households
are severely cost burdened, that number jumps to 39% for Black households, 36% for Asian households
and 41% for Latino households.60
In creating state-level property tax credit programs, advocates and policymakers should consider the
extent to which these programs reach their intended populations. It is critical that well-intended eligibility
requirements do not mistakenly exclude target communities from receiving property tax credits. For
example, while policymakers may intend to help vulnerable homeowners facing rising costs due to
gentrification by ensuring credits are saved for long-term homeowners, such requirements may exclude
families that haven’t owned their homes for long periods of time.
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CONCLUSION: DESIGNING POLICIES THAT
PROPEL INDIVIDUALS & FAMILIES OF COLOR
States have many tools and resources at their disposal to boost income, enable the purchase of longterm assets and protect households’ assets and earnings, especially for individuals and families of color.
Leveraging these tools and resources will be critical both to ensuring residents start out on a path to
lasting financial health, and to closing the ever-accelerating racial wealth divide.
It is important to note that fundamental to all of these policies is the need to consult communities of color
in the design of programs, to consistently target programs to communities of color through marketing
and outreach, and to track outcomes in a way that disaggregates data by race. Each of these steps will
ensure that the policies, when adopted, reach the communities of color that have faced centuries of
discrimination that has kept them off the ladder of opportunity.
More specifically, advocates and policymakers should:
n Collect data to continually assess and improve policies. State-level programs typically lack the
data needed to estimate how a policy might affect particular communities. Designing policies
requires navigating many tradeoffs, but without sufficient data about the target beneficiaries,
policymakers will not be able to critically assess those tradeoffs.
n Identify effective methods to market and raise awareness about policies. Regardless of how
strong a policy might be on paper, it may have little tangible impact if the intended audience is
unaware of it. For example, a generous state EITC program for which many workers are eligible will be unhelpful if those who are eligible do not realize they qualify. Policymakers should
expend the same level of energy in understanding how to best reach the target audience—
through surveys, interviews, focus groups or other methods—as they expend developing and
passing the policy itself.
n Ensure that those most impacted by a policy are engaged in the process of bringing the
policy to fruition. Policies are stronger when marginalized or underrepresented groups are actively involved in the process of developing an advocacy strategy and designing its specific
elements. In facilitating this process, expect and plan for a diversity of perspectives from stakeholders, even those who seemingly represent the same groups. A diversity of coalition partners
with a range of skills, perspectives and strengths can help navigate the policy design process in
a way that addresses interconnected issues and accounts for the cascading impacts a particular
policy will have.
For additional equity recommendations, see the Racial Equity Policy Design and Advocacy Primer61.
The policies in this Blueprint are just a few of the meaningful, manageable and moveable opportunities
that lawmakers and advocates can seize to help communities of color start on the long journey toward
financial security, wealth and prosperity.

prosperitynow.org
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ABOUT THE PROSPERITY NOW SCORECARD
The policies in this report are from the Prosperity Now Scorecard — a
comprehensive resource featuring data on family financial health and policies
to help put all U.S. households on a path to prosperity. The Scorecard equips
advocates, policymakers and practitioners with national, state, county and
city data to jump-start a conversation about solutions and policies that put
households on stronger financial footing across five issue areas: Financial
Assets & Income, Businesses & Jobs, Homeownership & Housing, Health Care
and Education. To create custom reports with data by city, county, metro area
and state along with additional policies, visit scorecard.prosperitynow.org.
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