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Special points of interest:

< Nearly one-fourth of all
Kentucky householdsare
asset poor.

< Personsdefined as* asset
poor” arethose lacking
sufficient net worth to sub-
sist at the poverty level for
three months without in-
come.

= Kentucky ranks at the bot-
tom of the classwhen it
comesto asset building for
the poor.

= Passage of IDA legidation
will make asignificant
contribution toward raising
Kentucky’s asset building
score and helping people
find away out of the pov-
erty cycle.
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POVERTY REPORT CARD:
KENTUCKY GETS A “D” IN ASSET
BUILDING FOR LOW-WAGE FAMILIES
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P ublic policies designed to fight pov-
erty in the United States tend to focus
amost exclusively on income. A grow-
ing body of evidence suggests, however,
that public policies must balance the im-
portance of both income and assets to
meaningfully address issues associated
with poverty and self-sufficiency. Un-
fortunately, Kentucky ranks at the bot-
tom of the class when it comes to asset
building for low-wage families

When it comes to fighting poverty from
apublic policy perspective, income is
king. Indeed, the most influential meas-
ure in the history of American domestic
policy has been the federal poverty
level—which is based solely on income
(Endnote 1).

Poverty is more complex than that, how-
ever. Incomeis certainly akey factor, as
it creates the necessary cash flow to pro-
vide food, housing, health care, and other
urgent needs. But while income is cer-
tainly acritical factor, low-income peo-
ple need to build assets as well. Why?
For the same reason middle and upper-
income people do: to provide a cushion
againg disaster in times of job loss, di-
vorce, long-term illness, economic
downturns, or other factors that com-
monly disrupt income.  Also, without
asset building, the there is no way get off
the poverty “gerbil whedl,” or acquire

sufficient economic leverage to escape
the paycheck-to-paycheck cycle of pov-
erty.

“Assets’ include savings accounts, home
ownership, educationa achievement, re-
tirement savings and other wealth accu-
mulation.

According to the Corporation for Enter-
prise Development in Washington, D.C.,
persons defined as “ asset poor” are those
lacking sufficient net worth to subsist at
the poverty leve for three months with-
out income. Currently nearly 1/4th of
all Kentucky households meet this crite-
ria. Asapoint of reference, just over
15% of KY households are currently
identified as living below the federa
poverty level, which is $18,100 for a
family of four (Endnote 2).

In short, assets matter. More Kentucki-
ans are asset poor than income poor, and
Kentucky isin the bottom group of states
when it comes to asset-building. Ac-
cording to the Corporation for Enterprise
Development, “ Assets mean economic
security. Assets mean mobility. Assets
mean opportunity.”

A Bit of History

The United States has a strong record of
promoting the accumulation of assets
among its citizenry. The 19th Century
Homestead Act, which provided land on
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“Current national
policies reinforce
asset inequality, but
states can play a
key rolein
addressing the
problem.”

the frontier to smulate economic
growth, and the G.I. Bill, which subsi-
dized college tuition for war veterans,
are two prominent historical—and very
successful—examples of asset-building
programs (Endnote 3).

Today, the federa government subsi-
dizes asset acquisition by over $200 bil-
lion annually in the form of home mort-
gage deductions, 401(k) tax incentives,
preferentia capital gains, and pension
fund exclusions. Most of the current as-
set building incentives are provided
through the tax code and targeted toward
middle- and upper-income households.

At the same time, current welfare policy
penalizes asset acquisition by the poor
through the denial of dligibility to wel-
fare recipients who exceed the $2000 as-
set limitation [the limit currently set for
Kentucky under TANF] or work extra
hours to acquire those savings.

Current national policies reinforce asset
inequality, but states can play akey role
in addressing the problem (Endnote 4).

Given the increasing importance and
power of states, the time isright to ex-
amine asset-based policies and to en-
courage bold action that will lead to
strong asset outcomes for low-income
people (Endnote 5).

According to the CFED, * Statesface a
unique opportunity to serve as leaders
for apolicy shift that could redefine pov-
erty aleviation strategiesin America.”

The State Asset
Development Report
Card

The State Asset Development Report
Card (SADRC) isatool developed by
the Corporation for Enterprise Develop-
ment [www.cfed.org] that captures the

most up-to-date data available on asset
distribution and policy for each of the 50
states. The Report Card considers 68 so-
cioeconomic and policy measures to
compare states on how assets are accu-
mulated, distributed, and protected
among their citizens.

Key findings of the State Asset Develop-
ment Report Card include the following:

-In dl but one state, asset poverty is
greater than income poverty.

-Asset poverty varies significantly
by race, gender, and geography.

-No dtate can yet claim the right
blend of policies at sufficient scope
and scale to eliminate asset poverty.

Kentucky Scores Low

[CFED Press Release, Oct. 8, 2002] In
the Report Card's two main indices—
Asset Outcomes and Asset Policy—
Kentucky scoresa D ineach. CFED’s
analysis of Kentucky’s strengths and
weaknesses reveals:

Asset Qutcomes: Kentucky ranks 37th
in Asset Outcomes. Aswith most south-
ern states, mean net worth of Kentucky’s
resdentsis quite low compared with
other parts of the country ($83,482 and
ranking 42nd). Twenty-two percent of
households in the states are asset poor—
lacking sufficient net worth to subsist at
the poverty level for three months with-
out income—(ranking 26th), and 13.5%
of households have zero or negative net
worth (ranking 20th).

Kentucky’slowest scores are in the area
of educationd attainment. KY ranks
44th in overal college attainment.
Worse yet, the gap in college attainment
between the wealthiest and poorest KY
resdents is the largest in the nation!
[49th, with the exception of Mississippi]
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When it comes to educational achieve-
ment by race, however, KY scores 5thin
the nation and outranks all other south-
ern states in having one of the smallest
gaps in college attainment between
white- and non-white headed house-
holds.

Asset Policy

As with most southern states, Ken-
tucky’s policies on asset building are
weak, ranking 38th nationaly. The state
does particularly well, however, in terms
of using asolid set of policiesto assist
first-time homebuyers through the Ken-
tucky Housing Corporation [see www.
kyhousing.org]. Areas of concern in-
clude: 1) the state’ s lack of small busi-
ness investment company financing
(ranking 42nd in the number of compa-
nies that target financing to economically
and socidly disadvantaged entrepre-
neurs), and 2) the degree to which the
state has equalized spending among its
school districts [39th], which raises eg+
uity concerns.

Honor Roall

States that made the Honor Roll, or got
an “A” in both main indices—Asset Out-
comes and Asset Policy— are Maine,
Minnesota, Oregon, Vermont, and Wash-
ington.

Individual Development
Accounts: Key to Asset
Building

Individual Development Accounts, or
IDA’s, provide specia savings accounts
that require the participant to make mini-
mum monthly deposits. The program
matches those funds with money pro-
vided by private donations. IDA partici-
pants, whose income must not exceed
200% of the federal poverty line, may
use the money for investments such as

buying a home or paying for post-
secondary education. They also must
attend financial education classes and
meet monthly with afinancial counselor.

-As of September 2001, 23 states had
passed IDA legidation and had a state-
supported program in operation
(Endnote 6).

-Nine used state genera funds, eight pro-
vide state tax credits for IDA program
contributors, six employ CDBG funds,
and twelve use TANF funds to match
IDA savings (Endnote 7).

-A tax incentive for donors could give
IDA programs the support necessary to
flourish across the state, particularly in
rural areas where they are most needed.

-HB 454, proposed but not passed in the
2002 General Assembly, could make a
significant contribution toward raising
KY’s asset building score.

-HB 454 would give donors atax credit
equal to 25% of their total contributions.
The credit could not exceed $10,000 or
the amount of taxes owed each year and
wouldn’t kick in until 2003.

-The long-term benefits of IDAsto the
state include an increase in homeowner-
ship, education levels, access to health-
care, and job stability and income.

-There are more than 360 participantsin
IDA programs in Kentucky and more
than 2,500 nationwide.

-There are seven IDA programsin Ker-
tucky, including three in Jefferson
County, and enrollment isincreasing a a
steady rate. More donations are needed
to create the necessary “match” to in-
duce saving and keep pace with demand
for IDAs.

“ Twenty-three
states have passed
IDA legidation and

had a state-
supported program

In operation.”
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Recommendations

-Kentucky lawmakers should pay
attention to assets—not just the in-
comes—of low-wage families.

-Policymakers should act now to im-
prove Kentucky’s current package of
public policies with regard to asset
accumulation and protection for low-
wage families, especidly passage of
IDA legidation and the re-
examination of asset acquisition re-
strictions for welfare recipients.
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