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For every dollar owned by the median white family in the United States, the typical Latino family has
twelve cents, and the typical African American family has a dime.! Wealth is what you own minus what
you owe: assets minus debts.

This racial wealth gap has roots in the past, and reaches forward as well: it drains a family’s capacity to
give the next generation a solid start. Without addressing the wealth gap, racial inequality will be with us
for generations to come.
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Anti-poverty programs have relied primarily on providing subsistence income for today’s necessities, not
building assets that lead to economic mobility and security, and in fact have sometimes penalized low-
income people for owning assets. Wealth-building policies can help even the lowest-income families
gain stability and plan for the future.

Asset poverty is a new definition of poverty that reveals how many families lack even minimal amounts
of wealth. It can be defined as not having enough savings to survive for three months without income.
People of color are far more likely than whites to be asset-poor. The median family of color has enough
assets to last only five weeks at the poverty level, compared with seven months for the median white
family.?
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Throughout U.S. history, federal and state governments have provided “wealth starter kits” for some to
turn their work into worth. For example, governments have given gifts of land, education, government-
backed mortgages and farm loans, a social safety net, and business subsidies to white families,
sometimes exclusively and usually disproportionately.
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The same governments that boosted white wealth took land from people of color, denied them
education, and erected barriers to home and business ownership.

Native Americans lost assets not just during the first centuries of U.S. history, through
displacement and treaty violations, but also more recently through tribal termination and Bureau
of Indian Affairs mismanagement.

African Americans were not just denied property; they were property during slavery. Legal
segregation and Jim Crow laws pushed Black citizens to the margins of the economy, where
many remain stuck today. Wealth-building programs such as Social Security and the post-WW]|
Gl Bill at first excluded African Americans, with multigenerational effects.

Latinos have been negatively affected by U.S. foreign policy and immigration policy. Mexicans
and Puerto Ricans lost land to conquest. Temporary guest-worker programs and exploitation of
undocumented immigrants have blocked many Latinos from getting a toehold in the U.S.
economy.

Most Asian Americans were excluded from entry, and those who were here were largely denied
citizenship until after World War 114, Japanese Americans lost their assets when they were
interned during World War II. While some Asian groups are now prospering, Southeast Asians
continue to have a very high poverty rate®.

Our country knows how to invest in wealth building for its people. We now need to do so for everyone.
We cannot afford to squander America’s greatest asset: its people.

A comprehensive approach to asset accumulation must recognize that wealth building should unfold
over the course of a person’s life: learning to save as a child; earning more than just a living wage;
borrowing on fair terms to invest in the future: buying a home; starting a business; and retiring with
security.

To make that possible for Americans of all races, these interconnected policy areas must be improved to
support wealth building:

Land: Land loss led to the impoverishment of Native Americans, Mexican Americans, and African
Americans, and land ownership will be essential to ending the racial wealth divide. Suits over land
claims brought by blacks, Mexican-Americans, and American Indians must move quickly to settlements.
Native peoples, including Native Hawaiians, still do not control their own land, which is held in trust by
the federal government and the state of Hawaii; they must regain full ownership rights. Land loss due to
fractionation must be stopped. Fair access to subsidized loans must be enforced.

Income and employment: Good jobs with good benefits are important wealth-building tools. In 2007 the
median household income for African Americans was $34,001, and for Latinos $40,766, compared with
$53,714 for whites; about one-quarter of Black and Latino families were below the poverty line.® Since
then, as the recession set in, unemployment has been steadily rising. Immigrants and other people of
color tend to fill jobs with inadequate pay and benefits. Anti-discrimination laws need to be enforced.
Unionization should be promoted. Public investment, including jobs in new green industries, should be
affirmatively targeted to communities of color.
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Savings and investments: The racial disparity in financial assets (cash, investment accounts, stocks,
bonds, etc.) is wide: the median family of color had only $9,000 in financial wealth in 2007, compared
with $44,300 for whites.” Access to banks has been a problem on Native American reservations, in inner-
city neighborhoods and in rural areas. Public programs that match savings or provide subsidies for
college tuition will allow more low-income people to build assets. Matched savings programs should be
tailored to fit the cultures of people of color, such as building on existing saving practices in immigrant
and Native American communities.

Debt and credit: Poor credit scores and unscrupulous lenders keep many people of color stuck with
only high-interest credit options, unable to access fair credit for college, homeownership or auto loans.
African Americans paid an average of 7% for new car loans in 2004, compared with 5% for white
borrowers.® African and Latino students are far more likely to have unmanageable student loans, defined
as monthly payments over 8% of income.® A new federal Financial Product Safety Commission watching
for discriminatory practices while protecting all consumers is sorely needed.

Homeownership: The sub-prime mortgage crisis is devastating communities of color. Discriminatory
and unregulated practices have led to foreclosures and an estimated loss of at least $165 billion in
wealth in communities of color.™ Black and Latino homeowners are now facing twice the rate of sub-
prime-related foreclosures as white homeowners.™ In the short run, a foreclosure moratorium and a
federal program to renegotiate mortgages on fair terms are needed. In the long run, affordable housing
must become a national priority.

Business ownership: Fourteen percent of white families but only 7% of families of color owned equity in
a business in 2007.' The majority of minority-owned businesses have no paid employees.® Minority
business start-ups use personal savings and credit cards more often, and receive prime bank loans less
often, than white business owners. Ensuring greater access to public and private investment capital is
essential to close the gap. Government procurement programs can be used to boost businesses owned
by people of color.

Social insurance: Laid-off workers of color are less likely to get unemployment insurance than white
workers; and workers of color tend to put more into Social Security than they take out in retirement
benefits.™ Fairer rules in both programs would broaden their reach. But the disability and survivor
programs are very important to African Americans; these programs must be protected against cutbacks.

The Tax Code: Currently tax policy prioritizes further asset-building for wealthy asset owners instead of
helping wage earners acquire assets. The mortgage interest deduction reduces taxes mostly for owners
of high-priced homes who are disproportionately white; low-income taxpayers who do not itemize get no
benefit. Making the deduction refundable to low-income homeowners would help close the race gap. A
parallel rent deduction would benefit many people of color. Taxes on the very wealthy, such as the
estate tax, need to be protected and expanded in order to broaden asset ownership to more people.

From the recommendations made above, a number of principles can be distilled. They represent a
framework that our leaders must pursue to lay the foundation for the full participation of all members of
our society in our economy.

1. Craft public policies to support wealth creation and provide opportunities to move up the economic
ladder for all those stuck on the lower rungs.
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2. Ensure full participation in programs intended to be universal through program design and
implementation measures, targeting those often overlooked.

3. Draw upon the perspectives of experts of color to develop public policy.

4. Expand and enforce policies that eliminate discriminatory practices in the private and public
sectors.

5. Promote the collection of racial and ethnic data essential to evaluating policy effectiveness.
6. Support community-wide prosperity through community-based economic development.

7. Recognize that a comprehensive human-capital agenda is needed.

In his inaugural address, President Obama said, “The state of the economy calls for action...not only to
create new jobs but to lay a new foundation for growth.” By giving populations that have endured years
of disinvestment a boost onto the economic ladder, we can lay a foundation for renewed national
prosperity.
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