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Thank you.

It’s always good to begin with a definition.  As I use the term, asset building refers to public policy and private sector efforts to enable persons with limited financial resources to accumulate and preserve long-term, productive assets – savings, investments, a home, post-secondary education and training, a small business, and a nest-egg for retirement. 

Three Lessons
1.  We’ve learned that the poor can save – but *how* do they save?  People save in response to structures or institutions – it’s not just a function of income or preferences, as we’ve always been taught.   Think of 401(k)s.  We need to copy that infrastructure outside of the workplace.   Michael Sherraden, who gave us the idea of building assets for the poor, calls this a “revolution in behavioral economics.”   

2.  The poor have multiple savings needs, not just one.  The old questions were, What’s an asset, and What’s an IDA?  Of course, we never really resolved them.  But the better, more relevant question is, How are the poor actually using IDAs, and what does that tell us about the savings needs of the poor?   Turns out they’re using them for the “big three” – buying a home, going to college, or starting a small business – but, when permitted, or in fact, when not – they’re also using them to buy cars and washing machines, save for rainy days, to avert crisises, squirrel some funds away for retirement.  This tells us that the poor – just like us – have many savings needs, not just one, and that public policy should support as many as possible.  Economist Connie Dunham suggest three – one for emergencies or pre-cautionary savings, one for durable goods (cars and washing machines, for instance) and one (like IDAs) for long-term asset accumulation.  That seems right to me.  The “problem,” if that’s the right word, with IDAs is that they started with the last, but by default become the tool for the first two.  The lesson here is not to overburden the IDA – or any one product – with too many expectations.  

3.  Build on existing systems and products.   IDAs were created to put assets for the poor on the map, and they succeeded in doing so.  But going forward, while we should continue to strengthen and expand IDAs, we can meet and probably exceed our goals by making small changes to existing systems and products.  We don’t always need to have a new product, new tax credit, or new delivery mechanism; in fact, that should never be our starting point.   Can we, for example, make small changes to IRAs, 401(k)s, 529s, and the EITC that encourage savings by the poor?  If so, let’s do that first.   Even New America’s proposal for a savings account at birth for every child in America (now the ASPIRE Act), while technically a new financial product, is really a set of small modifications to Roth IRAs.  
Today, in light of these lessons, the two key questions are, one: Where do we put the subsidy?  Should it be a refundable tax credit?  With the employer or financial institution or some other intermediary?  Should it be a direct match?  And two: What does the financial product look like?
The EITC and Asset Building
What’s interesting about this growing convergence between the assets and free-tax preparation fields is that it incorporates all three of the lessons I just discussed.  No new costs to the federal government; no new tax subsidies; no new financial products; a large enough infusion of cash so that the multiple savings needs of the poor can be addressed; and existing delivery mechanisms and networks are utilized.  I don’t think it’s an accident that a lot of good ideas come together over time.  
There’s enormous potential in combining these two strategies in more deliberate ways going forward.  Peter Tufano and his colleagues at the Harvard Business School and the D2D Fund, in partnership with the Tulsa IDA program led by Steven Dow, have shown that even very low-income households (those with AGIs of about $11,000) can save quite a bit of their tax refunds if it’s made easy – with, perhaps, “bi-furcation” or the automatic splitting of refunds right on tax returns, being the most important part of making it easy.   I’m very encouraged by this line of work, and it holds enormous potential to leverage millions and probably billions of new savings by the poor – again, with no costs, no new products, etc.  

My colleague Anne Stuhldreher will soon be publishing an Issue Brief on this very promising area of work.  And I commend everyone in this room who is working hard to make this a reality. 
The Assets Field – Where Is It, Where Is It Heading?
My main observation is that the asset building framework continues to gain currency among a growing set of policymakers – but also that many policy gains are offset by policy losses. For example, the Administration’s commitment to expanding homeownership among low-income and minority persons brings with it a potentially huge reduction in affordable rental housing programs.  Significant consumer protections enacted in 2003 and under consideration in 2004 are paired with a pre-emption of potentially stronger state laws. Proposals to expand savings at the low-end may possibly be won only with significant savings and asset sheltering opportunities for those at the high-end. Proposals to expand Pell Grants pale in comparison with the rapid expansion of tax-based and merit-based programs, which largely benefit better-off families who already can afford college.  IDAs continue to receive strong support in the Administration and Congress, but even fully funded and well implemented IDAs are likely to reach about two percent of the eligible population by the end of the decade. 
More optimistically, both Senators Kerry and Edwards have proposed an ambitious agenda to broaden asset ownership.  Major assets symposia and conferences are being organized around the world.  The U.K. has enacted the first universal, progressive system of savings accounts at birth on the planet, and similar bi-partisan legislation – the ASPIRE Act, which I mentioned briefly – will be introduced in the U.S. Congress next month. While this legislation is not likely to be considered in 2004, it marks a huge step forward for the asset-building field.

The growing discussion – at least in Washington – on the “Ownership Society” is also both encouraging and worrisome.  Some liberal observers, such as Bob Greenstein and Bob Kuttner, see it as equally an opportunity and a threat.  
Yes, ownership is clearly the right idea, and a powerful, compelling framework.  It’s also very Jeffersonian and thus very American – that small property ownership is the source of a stable, vibrant democracy.  And, increasingly, GDP growth comes more from the ownership of assets and less from wages.  Ownership, done right, may be the best way to reduce various forms of inequality, not just asset inequality per se.  
Yet, many of the ownership proposals being advocated by the Administration and others would, in a word, help those who already own a lot to own even more, while doing virtually nothing for those who have little.   Recent proposals, for example, for Lifetime Savings Accounts and Retirement Savings Accounts, while they embody the right idea, will encourage savings and “asset shifting” among those already saving a lot.  Moreover, these accounts make three assumptions—that people have bank accounts, tax liabilities, and money to save—that aren’t true for many if not most of the poor.  Finally, these and other individual asset account proposals – especially “private” Social Security accounts, “private” un- or re-employment accounts, and “private” health savings accounts – could, at some point, undermine social insurance.  So this great “ownership” framework, which the assets field deserves some credit for advancing, could be co-opted by many – by no means all – on the political right who want to advance an anti-tax, starve-the-beast, anti-government agenda.  

In light of all these developments, one could say that the assets field has “arrived” – but it’s up to us to see that asset building or ownership or stakeholding or wealth creation or whatever we want to call it is done right.  That the right set of inclusive, progressive policies go forward.  

Building Assets Across Generations 
And this isn’t just a policy battle.  In fact, it’s not primarily a policy battle. It’s a battle for hearts and minds, and a war of ideas.  Win those battles and wars, and the policies and money will follow.  

But the question I pose is, Why wage this war?  Why bother?  Why is it worth it?  Why are assets worth fighting for?  

Well, first of all I have to note that the assets field – dare I say movement? – has entered into its second decade.  The first decade, which began roughly in 1991 with Sherraden’s seminal Assets and the Poor, was largely about debuting the idea, of establishing its credibility.  Because no one believed the poor could save, we had to start with demonstration projects.  So we did – or, should I say, the poor did.  They saved and confounded lots of experts.  Our theory of change then – indeed, it’s the theory of change the pervades the entire progressive anti-poverty fields – was what I call the “scaleable demonstration” model where do-gooders like us organize 5-10 year community-based demonstration projects, generate compelling evidence and then speak “truth to power” to earnest policymakers, who line up behind the results and urge their colleagues in power to scale up what’s worked on the ground.  

Well, that’s a fine strategy if you’re not looking for that much money – thousands or a few million.  But, unfortunately, it ain’t gonna get ‘ya lots of millions, or even billions, as much as I wish it would.

These days, multi-billion dollar policies move forward not because of the evidence, but more often that not despite the evidence.  Welfare reform in 1996, estate tax repeal in the early 2000s, going to war in Iraq in 2003 come to mind as good examples.   Many on the political right have won these wars of ideas – and that’s exactly what they were, and are – not by sponsoring a demonstration project, but because they knew what they wanted, invested massive amounts of money in organizing, communications, leadership development, and research that justified their ends.  
(Now, this doesn’t mean that I don’t believe in demonstration projects, good research, data, etc.; I do very much.  However, more often than not these demonstration projects will help get the policy right over time; they will have little to do, in my view, with getting the policy secured in the first place.)
But I still haven’t said why I think this is a war worth fighting, why we should re-orient the anti-poverty field to speak not just truth to power, but also power to power.   

Because, in my view, asset building – if done correctly and significantly – is one of the best ideas to emerge in the 20th century to end poverty and expand opportunity across generations. 
Asset building, as Tom Shapiro demonstrates so well in his recent book, The Hidden Cost of Being African American: How Wealth Perpetuates Inequality, is really a multi-generational challenge.  

Why?  In my view, there are moral, economic, and social reasons.
Morally, I’m inspired and guided by the German theologian Dietrich Bonhoeffer, who died in a concentration camp in 1945.  He once said “The ultimate test of a moral society is the kind of world it leaves to its children.”  Well, if that’s the standard, the U.S. is failing miserably: we are endowing this and future generations not with assets and opportunities, but with debt and responsibilities to previous generations.  Already we’re spending $8 on each senior for every $1 spent on children, and that number is likely to get worse.
Economically, in the U.S., about half of all wealth comes from intergenerational transfers. People may work hard their entire lives, but may die with no assets and thus have nothing to pass on.  It’s good to build up jobs and incomes, and public assistance is important – but none of these can be passed on to future generations.

And historically, it was 3-4 generations in my own family before we had bequeathable wealth, before college became the norm and not the exception.  And in the U.S., one-quarter of all adults can trace their legacy of asset ownership to the Homestead Act.  Of course, it doesn’t always work this well: Native Americans were stripped of their assets by whites, and African Americans today hold about 10% of the wealth on whites.  Think about it: several generations after the abolition of slavery, and blacks have gained only 10%.  You know, Oliver and Shapiro were right: assets are not only storehouses of hope (as Sherraden taught us), they are also storehouses of sin.

It’s also worth mentioning here that when Tony Blair and others in the U.K. were selling the Child Trust Fund, they often said that the outcomes of the kids shouldn’t necessarily be tied to the outcomes of the parents.  

Exactly.  Each generation of kids should have a fair shot at stakeholding, of economic well-being, of realizing the American Dream.  That’s the idea, or at least one of the main ideas, behind the ASPIRE Act.   

Now, we’re not talking about equalizing outcomes within and across generations – we’re always going to have, and should have, inequality of outcomes.  We want to reward hard work and creativity.  However, by infusing each generation of kids with a fresh stock of assets at birth, we can help ensure that inequality of outcomes in one generation does not become inequality of opportunity in the next.

Thank you.
