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Helping Families Save for the Future

An Asset Development Strategy for DC

BY EmiLy ApPeL AND KaTiE KERSTETTER

e DC economy often comes out looking

I pretty good when stacked up against other cit-

ies and states on measures like average income.
Butin a city as economically divided as the District, av-
erages can be deceiving. The average net worth of DC
residents, for example, puts us eighth in the country
compared with other states, according to the Corpora-
tion for Enterprise Development’s recent “Assets and
Opportunity Scorecard.” Yet one in four DC residents
doesn't have enough in the bank to get by without in-
come for three months.

The fact that a large share of DC residents live in
poverty is no surprise. What’s less well known, how-
ever, is that many low-income and minority residents
don’t have access to the kinds of opportunities that
could get them out of poverty, things that the rest of us
take for granted: a college education, homeownership
and savings accounts.

For example, the District ranks first in the per-
centage of residents that hold a four-year degree, but
it ranks dead last when looking at disparity in degree
attainment by race. District residents who are white are
three times more likely than minority residents to have
a four-year degree.

'The federal and DC governments have policies to
help residents build wealth, such as homeownership
subsidies and college savings incentives. But these tend
to benefit just middle- and upper-income families.

What DC needs is an active set of policies to en-
courage low-income residents to prioritize saving and
invest in their families’ futures.

Nearly One in Four DC Residents
Is ‘Asset Poor’

If you suddenly lost your main source of income,
could you get by for three months using just your sav-
ings and assets?

For many of us, the answer is yes. But one in four or
24 percent of DC residents do not have enough saved
up to get by even if they keep expenses at the federal
poverty line — $1,500 a month for a family of three.
These people are “asset poor.” Among families below
$45,000, more than half are asset poor.

'The concept of “asset poverty” goes beyond income
to measure disparities in wealth and assess a deeper
level of financial stability. A family that has a relatively
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Asset Poverty by Income in DC
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Source: CFED. “State Profile: District of Columbia,” 2009-2010 Assets and Opportunity Scorecard.

stable income but no assets is vulnerable to even a
short-term disruption in income — from an illness,
divorce or job loss.

Current Asset-Building Policies:
Helping Those Who Need it Least

There are many policies in place to help DC
residents achieve prosperity, but they tend to fa-
vor wealth-building by middle-income house-
holds and the rich, without doing much to help
lower-income workers.

A prime example of this is the home-mortgage
interest tax deduction. Over half of this $73 billion
federal tax subsidy goes to taxpayers earning more
than $100,000 a year, according to the President’s
Advisory Panel on Federal Tax Reform. Yet 46 per-
cent of homeowners nationwide with a mortgage
receive no benefit, because they do not owe taxes or
because it makes more sense for them to claim the
standard deduction, rather than itemizing.

DC offers a tax deduction to promote college
savings, but the benefits largely go to residents in



the highest tax bracket (who are al-
ready more likely to save for college).
And without a greater incentive, such
as a match, a tax deduction alone is
unlikely to help lower-income fami-
lies save for college. While 40 percent
of DC children live in Wards 7 and
8 — east of the Anacostia River —
only 1 percent of the funds in DC’s
college savings program come from
families in these wards.

Eliminating Asset Poverty
in the District

Capital Area Asset Builders,
along with the DC Fiscal Policy In-
stitute and other partners, is leading
a campaign to expand opportunities
for low-income residents to build
wealth. The campaign’s initial rec-
ommendations include:

Expanding Affordable Hom-
eownership Opportunities: DC’s
overall homeownership rate is on
the low side, like many other cities
with high housing costs and large
numbers of rental properties. But
the figures are especially dismal
for low-income residents. District
households earning over $103,000
are seven times more likely to own
a home as households making
$24,800 or less. Fully supporting
DC’s Home Purchase Assistance
Program and Housing Production
Trust Fund would give lower-in-
come households more opportuni-
ties to build assets while remaining
in the District.

Creating College Savings In-
centives for Low-Income Resi-
dents: The District should develop
college savings incentives that
help low-income residents, either
through a refundable tax credit
like the Earned Income Tax Credit
(EITC) or by matching contribu-
tions to college savings plans. This
could increase savings and make
education more affordable for low-
er-income families.

Providing Financial Education
and Matched Savings Accounts to

Public Benefit Recipients: The city
should offer both financial education
and savings incentives to residents
on public assistance. Helping low-
income residents pay down debt,
create a household budget, and save
regularly could do a lot to address
the factors that often trap families in
poverty. The District has an Individ-
ual Development Account program,
which provides a 3-to-1 match to
low-income individuals when they
save for higher education, buy a first
home, or start a small business, but
the city hasn’t funded it since fiscal
year 2007.

Coordinating DC’s Economic
Development and Job Training Ef-
forts: The District should ensure that
local funding for job training goes to
programs targeted at high-growth
industries that provide career-ladder
opportunities. DC’s Workforce In-
vestment Council is responsible for
coordinating the city’s job training
and economic development efforts.
However, the council has spent the
last two years without a full-time
executive director, limiting its ability
to fulfill this mission. Also, measur-
ing the success of job training in DC
needs to do more than simply count
the number of people placed in a job.
Policymakers should examine wage
and benefit levels, whether the job is
part-time or full-time, and whether
there is room for advancement.

Implementing these policies is
critical to ensuring that the District
begins to eliminate its large dispari-
ties in wealth and guaranteeing that
more residents have access to the
tools they need to build a solid fi-
nancial future for themselves and
their families.

Emily Appel is the savings program
director at Capital Area Asset Builders
(www.caab.org). Katie Kerstetter is a
policy analyst at the DC Fiscal Policy
Institute (www.dcfpi.org). To learn
more about this campaign, e-mail

info@caab.org. *

Affordable Health Insurance

Plans for individuals, families, small business and the self-employed

 Replace expensive COBRA insurance ¢ Choose your own doctors/hospitals
» Doctor Office Co-Pay available « Prescriptions, Disability, Life
« Preventive care benefits ¢ Fast, fair claims & great service

Call for a FREE quote!

William J. McNamara

202-333-8325
Since 1993

We offer 25+ plans. We will help you pick the plan that works best for you.

The place on the Hill for

CARDS
Gifts

1TOoMS

... and more!

Happy
Thanksgiving

www.groovydc.com

202.544.6633

425 8th Street SE.
Washington, DC

(Barracks Row /
Eastern Market Metro)

Home Suite Home
for the Short Term. ..
or Longer

CAPITOL HILL

S UITES

200 C STREET SE, WASHINGTON D.C. 20003 | 202.543.6000
WWW.CAPITOLHILLSUITES.COM

capitalcommunitynews.com % 45






