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EXECUTIVE SUMMARY
The promise of America—that everyone has an equal
opportunity to reach his/her potential and that each
generation can achieve a better quality of life than
the last—is also fundamental to economic growth. In
North Carolina, the strength of our economy rests on
the strong institutions and communities that we have
built to realize this dream. Among other accomplishments, North Carolina has an early care system that
prepares children for success in school, a public
university system that educates our workforce, and
a financial services sector that has led the country in
developing innovative, safe and affordable products
for working families. These public structures—established by government, supported by the private sector
and engaged by households—have not only built the
middle class, but fueled private-sector innovation,
economic growth and stability.
The shifting nature of economic life in the United States
and in North Carolina requires an investment in the
network of institutions that make prosperity possible. This prosperity grid is made up of both personal
and community assets, for example, sound financial
services, affordable housing, small business
ownership, and quality education. Like
the power grid that delivers energy
to every home in its network, this
prosperity grid provides the connection to opportunity that can
foster shared prosperity.

•

More than 3.1 million households spend more than
30 percent of their monthly income on housing costs.

•

Households of color in N.C. own just 14 cents for
every $1 owned by white households.

•

Rural communities and neighborhoods of concentrated poverty are less likely to have essential
institutions close by.

Assets are essential to household
and community economic success
•

Households with assets are more likely to
weather an economic downturn and are better
positioned to provide future generations with a
sound foundation and head start in life.1

•

Studies demonstrate that children in households
with assets are more likely to graduate from high
school, attend college and have strong connections
to the workforce and civic life.2 During their
childhood, recent research suggests that children
with assets have better health outcomes, school
achievement and higher aspirations for the future.3

•

Communities with assets provide lower-cost
goods and services to their residents, opportunities for young people to get ahead in
school and the connection to social
networks that can deliver jobs and
provide safe neighborhoods free
from violence and crime.4

Public Policy

Today in North
Carolina, not all
households and
communities are
connected to this
prosperity grid.
•

4

Community
Household

Nearly 3 million households are unbanked or underbanked in North Carolina.

•

One-in-ten households have zero or negative
net worth.

•

One-in-five households live in asset poverty with
insufficient savings to remain above the poverty
level for three months without earned income.

•

Only 26 percent of adults 25 years or older in
North Carolina have completed college.

•

The economic vibrancy
of North Carolina’s
communities requires
investment in the
network of institutions
that can deliver
prosperity to all.

Evidence increasingly points to the stimulating
effect of investments in these public structures.
In North Carolina, affordable housing development through the N.C. Housing Trust Fund has
created nearly 10,000 jobs and generated more
than $66 million in local and state tax revenue.
The early childhood development system provides
more than 50,000 jobs statewide and generates
nearly $2 billion in economic activity.

1

Oliver, Melvin and Thomas Shapiro. 1995. “Black Wealth/White Wealth: A New Perspective on Racial Inequality.” Routledge: New York, NY.

2

Destin, Mesmin. March 2009. “Assets, Inequality and the Transition to Adulthood: An Analysis of the Panel Study of Income Dynamics.” Aspen Institute, Initiative on Financial
Security: Washington, DC.

3

CFED. August 2008. “Why Children’s Development Accounts? Arguments and Evidence to Support Long-Term Asset-Building Accounts for America’s Youth.” SEED Policy Project,
CFED: Washington, DC; Page-Adams, Deborah and Michael Sherraden. 1996. “Asset Building as a Community Revitalization Strategy.” Social Work, 42(5), 423-434.
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•

•

Not all households in North Carolina are connected to sound and affordable banking products, or
have access to savings and investment accounts.
Households earning low-incomes and households
of color are less likely than their neighbors to connect to these essential economic opportunities. In
addition, rural and high poverty communities are
less likely to have the public structures in place to
provide a connection to economic opportunity.
Government should ensure that the opportunity
to connect to prosperity be inclusive, fully funded
and reach statewide so that the engines of our
economy—the households and communities of
North Carolina—are protected and empowered
to continue to contribute to the state’s competitive edge.

As North Carolina strives to meet the challenges of
the current economic downturn and seeks to address
the past quarter century of rising costs and falling
wages, stagnating savings and a disappearing middle
class, there is a need to reinvest in and reorient our
public structures to meet the challenges of today.
Indeed, a renewed effort is underway nationally to recall government to its role as the catalyst of a strong
economy through building a stable middle class and
ensuring sound markets. Recent efforts have included
a more central understanding of the role for assets
in creating sustainable changes in communities and
for families. Assets – for example, interest-earning
savings accounts, home ownership, small business
development, and guaranteed retirement accounts –
generate the economic returns that create stability in
the marketplace and in communities. Assets provide a
platform for the innovation and entrepreneurship that
defines America’s approach to reaching the dream it
promises to each of us.

Alliance, formed in 2006, sets forth a vision for our
state to build a prosperity grid that can create good
jobs, provide opportunities to create and build savings
and protect assets.

The North Carolina Assets Alliance
recommends that policymakers:
•

Strengthen connections
to Work and Income
Providing a living income standard, benefits and
work supports makes it possible for households
to set aside money to save and build assets.

•

Generate savings and assets
Saving, investing and building assets over time
are facilitated by government, supported by
private institutions—financial institutions and
employers—and engage all North Carolinians.

•

Protect prosperity
Protecting accumulated savings and assets ensures
connections to prosperity can continue to flourish.

North Carolina stands at the forefront of this national
movement. Government leadership has already established fundamental connection points—through the
Housing Trust Fund and state Earned Income Tax Credit
for working families – that allow communities and
households to expand their access to opportunities.
Fully funding these investments and exploring important policy proposals that complement them is now
required. In this document, the N.C. Assets
4

Fellowes, Matthew. July 2006. “From Poverty, Opportunity: Making Markets Work for Lower Income Families.” Brookings Institution, Metropolitan Policy Program: Washington,
DC; Brooks-Gunn, Jeanne, Greg J. Duncan and J. Lawrence Aber, eds. 1997. “Neighborhood Poverty: Context and Consequences for Children.” Russell Sage Foundation: New York,
NY; Wilson, William Julius. 1987. “The Truly Disadvantaged: The Inner City, Underclass and Public Policy.” The University of Chicago Press: Chicago, IL; Jargowsky, Paul A. 1997.
“Poverty and Place: Ghettos, Barrios and the American City.” Russell Sage Foundation: New York, NY.

A Prosperity Grid for North Carolina: Connecting Households and Communities to Economic Opportunity

5

ASSETS AND THE CONNECTION TO
ECONOMIC OPPORTUNITY
Assets are household resources that generate a financial return. The presence of assets, or the absence of
them, significantly impacts the stability and growth of
families and the communities where they live. Having
a savings account, a college education, a home, retirement savings, or a small business helps individuals
and families weather difficult financial times, plan for
the future, and pass on resources to the next generation. Individual and family assets also provide the underpinnings of community prosperity, whether through
savings deposits leveraged to finance mortgage loans
or small businesses that provide jobs, incomes and tax
revenue. Assets in a community support the provision
of a sound public education, ensure the affordability
of homes whether rented or owned and provide the
social capital to connect to jobs and opportunities for
the long-term. Assets matter for the financial stability
and prosperity of all North Carolinians.

What is asset building?
Asset building includes a broad range of public policies,
strategies, and programs that enable people to accumulate long-term productive assets.5 For more
than a century, asset building policies and public
investments served as key components that built
a prosperous and stable American middle class.
Policies such as the Homestead Act, which provided
land for new settlers, and the GI Bill, which put
post-secondary education and homeownership within
reach of many soldiers returning from World War II,
gave families essential tools to achieve a new level
of prosperity that could then be shared with future
generations.6 Then as now, asset building policies
not only supported families, they also contributed to
resilient communities with a solid tax base to support
schools and services essential for continued community and economic development. These asset building
investments set the stage for economic prosperity and
contributed in fundamental ways to America’s sense
of hope and optimism.
Today, the federal government spends over $300
billion per year to help individuals and families accumulate assets through policies such as the home
mortgage interest deduction, small business investments, federal college student loans and incentives

6

for retirement savings. Through these investments,
the public sector plays a catalytic role in empowering
American families, workers, businesses and communities to participate in the economy. A complementary
set of policies provides asset protection through
institutions such as the Federal Deposit Insurance
Corporation (FDIC) and a regulatory system that
includes measures such as the Truth in Lending Act.
By providing benefits such as unemployment insurance, social security and children’s health insurance,
among others, the government also provides a measure of protection for unexpected shocks or cyclical
downturns. As individual households benefit so does
the whole economy.
7

As states have increasingly taken on the responsibility
and administration of key public institutions, there has
emerged a new opportunity for state and local level
policy innovation. Since the mid-1990s, and in North
Carolina even earlier, states have taken the lead to
design institutions that can generate economies of
opportunity. By implementing the first matched savings accounts or individual development accounts,
building state community development finance funds
and housing trust funds or creating ways to increase
access to the banking system, states have been leading the way on asset building policy.

What is the connection
between assets and
economic opportunity?
Assets provide a cushion in tough economic times,
but they also provide a platform to take advantage
of opportunities and support the ongoing development of capital—human, social and financial—that
circulates in local communities. The institutions that
make prosperity possible—financial institutions, small
businesses, affordable housing— facilitate savings, investments and ultimately asset building. Such activities
require that opportunities to earn a living income and to
access these community institutions are available to all.
Increasingly, research demonstrates that assets
matter—beyond the impact of income—in achieving important economic, educational, health and
developmental outcomes.

5

AssetBuilding.org, a project of the New America Foundation. “Frequently Asked Questions.” Accessed at: http://assetbuilding.org/node/1123.

6

Not all households in the United States benefited equally from these policies. For more on the lack of equity in these asset building policies, see Lui, Meizhu,
Barbara Robles, Betsy Leondar-Wright, Rose Brewer and Rebecca Adamson with United for a Fair Economy. 2006. “The Color of Wealth: The Story Behind the
U.S. Racial Wealth Divide.” The New Press: New York, NY.

7

Woo, Lillian and David Bucholz. February 2007. “Subsidies for Assets: A New Look at the Federal Budget.” CFED: Washington, DC.

A Prosperity Grid for North Carolina: Connecting Households and Communities to Economic Opportunity

•

Households with higher levels of net worth
are more likely to have checking and savings
accounts.8 For low-income business owners with
higher net worth, there is less likelihood of receiving public benefits.9 Higher savings also create
greater stability during income shocks and greater
likelihood of transferring wealth to future generations.10 Assets have also been linked to social
well-being and civic engagement, health and
psychological well-being and child well-being.11

•

Children in households with assets are less likely
to drop out of high school and more likely to enroll
in college.12 A lack of family assets drives part of

the achievement gap; children from lower wealth
households score lower on school tests than
their higher wealth counterparts, even after
accounting for differences in income.13 Analysis
of the National Survey of Families and Households finds that low-income, single parent families
who accumulate assets have higher educational
expectations for their children and that these
children meet that expec-tation with higher
educational achievement.14
•

Assets are related to lower mortality and generally
better health outcomes such as increased childhood
immunization and improved nutritional status.15 For

Family Assets Increase the Likelihood that
Low-Income Youth Will Complete High School.
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Destin, 2009.

9

Page-Adams, Deborah and Michael Sherraden. 1996. “What We Know About Effects of Asset Holding: Implications for Research on Asset-Based Anti-Poverty Initiatives.” Center for
Social Development: Washington University, St. Louis, MO.

10

Gale, William G. and Samara Potter. 2001. “The Impact of Gifts and Bequests on Aggregate Saving and Capital Accumulation.” The Brookings Institution: Washington, DC.

11

Lerman, Robert I. and Signe-Mary McKernan. 2008. “Benefits and Consequences of Holding Assets.” In Sherraden and McKernan, Asset Building and Low-Income Families. The
Urban Institute Press: Washington, DC.

12

Ibid; Destin, 2009.

13

Yeung, W. Jean and Dalton Conley. 2008. “Black-White Achievement Gap and Family Wealth.” Child Development, 79(2), 303-324.

14

Zhan, Min and Michael Sherraden. 2003. “Assets, Expectations, and Children’s Educational Achievement in Female-Headed Households.” Social Service Review, 77(2), 191-211.

15

Page-Adams, Deborah and Edward Scanlon. 2001. “Assets, Health and Well-Being: Neighborhoods, Families, Children, and Youth.” Center for Social Development: Washington
University, St. Louis, MO.
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Federal assets policies disproportionately benefit those with higher incomes.
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older adults, controlling for income and education,
assets have an even stronger positive relationship
with health outcomes and increase the likelihood
that a senior will live in his or her home longer.16
•

8

Children who grow up in households with assets
are more likely to reach key cognitive development outcomes, maintain improved physical
health compared to their peers and reach key
social-emotional development milestones including having higher self-esteem.17

The growing body of evidence that assets matter
has come to light at a time when the connections
to economic opportunity have been changing in
important ways. First, the structure of the economy
has shifted. The changing nature of the labor market
has resulted in a declining share of workers with
access to asset building opportunities through
employment. For example, in 2007, just 45.1 percent
of private sector workers nationally were covered by
an employer retirement plan compared with just over
half (50.3 percent) as recently as 2000.18 Even when

16

Greene, Vernon and Jan Ondrich. 1990. “Risk Factors for Elder Home Admissions and Exits: A Discrete-Time Hazard Function Approach.” Journal of Gerontology, 45(6), S250-258.

17

Page-Adams and Sherraden, 1996; Williams, Trina. 2007. “The Impacts of Household Wealth on Child Development.” Journal of Poverty, 11(2), 93-116.

18

Weller, Christian. October 7, 2008. “Lessons from the Financial Crisis for Retirement Security: Building Better Retirement Plans.” Testimony before the U.S. House of Representatives
Committee on Education and Labor.
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employees can participate in retirement plans, these
plans increasingly require them to make contributions
into investments accounts that they must manage
themselves. Access to employer-provided health
care, critical to balancing a household budget, is also
declining, contributing to rising rates of bankruptcy
and home foreclosures.19 Nationally, between 2000
and 2007 there has been a decline in the percentage
of the population under age 65 covered by employer
health insurance from 68.3 percent to 62.9 percent.
North Carolina experienced the largest increase, 22.5
percent, in the number of uninsured in the country
between 2007 and 2009.20
Second, current federal asset building policies
disproportionately benefit those with higher incomes
who already possess considerable assets (Chart 2).
Analysis of federal spending to promote asset building shows that over one-third of the benefits go to the
wealthiest one percent of taxpayers – those who earn
over $1 million a year.21 Less than five percent of the
benefits go to the bottom 60 percent of taxpayers.22

Lastly, the recent economic downturn serves as a
sobering reminder of the extent to which our economic prospects are intertwined. It is impossible to
insulate ourselves from the fortunes of our neighbors,
co-workers and local business owners. Our current
challenges also highlight the critical role that the
public sector must play in ensuring that prosperity is
shared broadly and the economy—consumers and
business, alike—is protected.
Looking ahead, North Carolina needs a second generation of asset building policies that: 1) reflect the current
realities of the labor market; 2) are more inclusive; and
3) utilize innovative means to provide asset building
opportunities across the lifespan. This second generation of asset building policies will ensure that the
public structures are in place to generate returns to
households, communities and the state.

19

Himmelstein, David U., Elizabeth Warren, Deborah Thorne and Steffie Woolhandler. 2005. “Illness and Injury as Contributors to Bankruptcy.” Health Affairs, 24, 63-73,
Jan-Jun Supplement Web Exclusive;
Robertson, Christopher T., Richard Egelhof and Michael Hoke. 2008. “Get Sick, Get Out: The Medical Causes of Home Foreclosures” Health Matrix 18, 65-105.

20

Gould, Elise. October 2008. “The Erosion of Employer-Sponsored Health Insurance.” Briefing Paper Number 223. Economic Policy Institute: Washington, DC; North Carolina
Institute of Medicine. March 2009. North Carolina’s Increase in the Uninsured: 2007-2009. Data Snapshot 2009-1.

21

Woo and Bucholz, 2007; Woo, Lillian, William Schweke and David Buckholz. 2004. “Hidden in Plain Sight: A Look at the $335 Billion Federal Asset-Building Budget.”
CFED: Washington, DC.

22

Ibid.
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STATE OF ASSET POLICY
IN NORTH CAROLINA
A review of the state of asset policy in North Carolina
demonstrates that our state truly has been a leader in
implementing income supports, community development
and savings and investment policies that stimulate economic
opportunity. In turn, our communities have benefited through
the increased investment and economic activity propelled
by policy development.

Timeline of United States Asset Policy and Its Impact on North Carolina Today

adjust

n's Re
ct)

ment A

uction

ecurity

est Ded

ocial S

e Inter

udes S

ortgag

al incl

e
vicem
ll (Ser
G.I. Bi

e
New D

Home M

1920

1910

1930

1940

1950

1960

1970

Impact in North Carolina Today

1913

1935

More than 1.6 million homes in North Carolina
had a mortgage as of 2007 and were therefore
eligible to claim the home mortgage interest
deduction. In 2005, the latest year for which
data is available, it is estimated that $2.17
billion was provided to households in North
Carolina through this deduction. 23

In 2007, 27.3% of
households benefited from Social
Security payments
averaging $13,925
annually. An additional
3.6% of households
received Supplemental
Security Income that
on average provided
$6,980 annually.24

1944

In 2008, nearly 17,000
North Carolina veterans
used the G.I. bills education
benefits. The more than
100,000 homes currently
owned by veterans, backed
by veteran loan guarantees,
are valued at $3.7 billion.25

Timeline 1

10

23

Woo and Bucholz, 2007. Calculation by author based on Housing Units with Mortgage in N.C. and U.S.

24

American Community Survey. 2007. U.S. Census Bureau.

25

U.S. Department of Veteran Affairs. July 2008. “A State Summary: North Carolina and the U.S. Department of Veterans Affairs.” Accessed at: http://www1.va.gov/opa/fact/statesum/ncss.asp.

26

PolicyLink. “Equitable Development Toolkit: Community Reinvestment Act.” Accessed at: http://www.policylink.org/EDTK/CRA/action.html.

27

HMDA, 2007, Aggregate Tables 7-2 for N.C. MSA/MD
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1977

Lenders and community organizations negotiated $1.09 trillion in
CRA dollars from 1992 to 2000.26
In 2007, nearly 20,000 loans were
originated to North Carolina households in low-and moderate-income
communities on conventional
terms alone.27

The First Generation of Asset Policy:
Under Federal Leadership

The Emerging Second Generation of
Asset Policy: Under State Leadership

Beginning in the late part of the 19th century up until the past
decade, the federal government set out a number of policies
that continue to generate returns for North Carolina. Indeed, as
evinced by the recent impact of federal policies implemented
as far back as 1913 (see Timeline 1 below), these boosts to
asset development in North Carolina have supported a wide
range of economic activity in the state.

North Carolina has already established important components
of a framework for households to connect to income and asset
building opportunities by investing in public structures. Just
a few of the most significant policy achievements in North
Carolina to date are provided here.

2006

Minimum wage signed into law and minimum
wage increases by $1 to $6.15.

1993

200
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Smart Start legislation
ratified including a $20
million appropriation.
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N.C. Housing Trust
Fund established.

1997

General Assembly
appropriates funding for
two-year demonstration
of Individual Development
Accounts through the
Department of Labor.
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Timeline of Significant North Carolina
Asset Policy Achievements

1996
1998

This Act provided funding for Individual Development Accounts. From 1999 to 2007,
the cumulative savings by IDA accountholders in N. C. was $1,770,821 which allowed
for the purchase of 448 homes, the start-up of 32 businesses and the investment in
education for 31 participants.28 Nationally, participants in the program were 35% more
likely to be homeowners, 84% were more likely to own a business and 95% were
more likely to pursue higher education when compared to nonparticipants.29

198
0

This Act included provision for Individual Development Accounts (IDAs). North Carolina adopted this
optional provision during welfare reform to provide
for county social service departments to fund IDAs.

Timeline 2
28

North Carolina Department of Labor. “2007 Annual Report on the Individual Development Account Program.” Accessed at: http://www.nclabor.com/ida/Ida_Annual_Report_2007.pdf.

29

Abt Associates, Inc. February 22, 2008. “Assets for Independence Act Evaluation Impact Study: Final Report.” Accessed at: http://www.acf.hhs.gov/programs/ocs/afi/AFI_Final_Impact_Report.pdf.
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Despite these important investments, North Carolina
continues to miss key opportunities to ensure that
all North Carolinians have access and opportunity to
enjoy economic participation. Every two years, CFED,
a national leader in the asset-building movement,

grades states on their asset policy. North Carolina
consistently ranks low despite this significant foundation, in part because the state has not improved upon
its initial investments.

North Carolina received a D grade on the 2007-2008 CFED Assets and
Opportunity Scoredcard which recommended North Carolina make
further investments and diversify its policy approach.
POLICY PARAMETER

NO POLICY
IN PLACE

MINIMAL
POLICY IN
PLACE

SOME POLICY
IN PLACE
but MUCH room
for improvement

but SOME room
for improvement

No Asset Limits for Public
Benefit Programs
Curbing Predatory Lending
Expanded Coverage for Medicaid
and SCHIP

Housing Trust Fund
Incentives for College Savings
Microenterprise Support
School Spending Fairness
State Earned Income Tax Credit
State Supported Preschool

Chart 3

Support for Community
Development Lending
Support for IDA Programs
Tax Expenditure Report
Source: CFED. 2007-2008 Assets & Opportunity Scorecard.
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POLICY
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STATE OF ECONOMIC OPPORTUNITY
IN NORTH CAROLINA
North Carolina Employment Continued to Shift from
Manufacturing to Services Betweeen 1990 and 2006.
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North Carolina’s economic transition from manufacturing to service-based employment represents as significant a shift in the daily lives of workers and communities and their relationships to business and government
as the state’s earlier transition from agriculture to
manufacturing. Employment by industry has shifted
from manufacturing (which declined by 31.2 percent
from 1990 to 2006) to services, specifically education,
health care, and administration.

30

The state’s changing industrial mix has implications for
the earnings
Income
Level and benefits that households can expect.
While the average earnings of workers employed in
manufacturing in 2006 were $44,928 (2006), the average earnings for those employed in retail trade were
$23,712.30 The changing occupational mix of jobs also
contributes to the difficulty that workers face in achieving economic stability. In 2006, more than 75 percent of
jobs were in occupations that provided median annual
pay that fell below 200 percent of the federal poverty
level for a family of four.

Quinterno, John, Meg Gray and Jack Schofield. 2008. “Making Ends Meet on Low Wages: The 2008 North Carolina Living Income Standard.” N.C. Budget and Tax Center, N.C.
Justice Center: Raleigh, N.C.
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Chart 5

As of 2006, the vast majority of jobs were in occupations with wages below
the Living Income Standard or 204% of the Federal Poverty Level.

N.C. JOBS WITH WAGES BELOW
THE LIVING INCOME STANDARD

N.C. JOBS WITH WAGES ABOVE
THE LIVING INCOME STANDARD
Source: Quinterno et al. 2008. p.14.

State government, recognizing, in part, the implications of this transition, has sought to attract industries
to the state and encourage the creation of jobs. But
jobs alone cannot ensure households will continue on
the path to prosperity – additional public and private
institutions must be in place.
Households remain disconnected from the structures
that support economic mobility and success.
•

•

One-in-ten households have zero or negative
net worth.32

•

Only 26 percent of adults 25 years or older in
North Carolina have completed college.33

•

While North Carolina enjoys a relatively high
rate of homeownership at 70.9 percent, affordable housing remains hard to come by.34 There
were more than 50,000 cases of foreclosure in
2008,35 and more than 3.1 million households pay

31

Action for Children. April 2009. “Building the Financial Capability of North Carolina’s Children and Families.” Economic Security Issue Brief. Action for Children: Raleigh, N.C.

32

CFED. 2007-2008 Assets & Opportunity Scorecard.

33

American Community Survey, 2007.

34

CFED. 2007-2008 Assets & Opportunity Scorecard.

35
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An estimated three million households in North
Carolina are unbanked or underbanked and thus
have little or no relationships with a mainstream

financial institution where they can save or
access regulated financial products.31

N.C. Administrative Office of the Courts. 2008, Foreclosure Cases by Year.
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Fewer than 14.5 percent of North Carolinians own
a small business and access to private financing
for small business ownership in N.C. remains
below the national average.37 (Chart 6)

These missing connections to financial institutions,
affordable housing, higher education and entrepreneurial activity take their toll on the vibrancy of local
communities and the ability of households to reach
or maintain stable economic positions. As a result of
these missed connections and the shifts in the state’s
economy and labor market, North Carolina’s communities are experiencing rising income inequality, a
shrinking middle class, decreasing mobility of households, increasing geographic isolation of communities, and growing wealth disparities. Taken together,
these conditions demonstrate an increasing disparity
between communities in the state that can detract
from economic growth and stability.

$100,000

Average Value of Private Loans
to Businesses per worker

•

Private loans to small businesses
have remained flat over the
past decade in North Carolina
and significantly below the
national average.

Chart 6

more than 30 percent of their monthly income on
housing costs.36

US

$50,000

NC

$0
1999

2002

2003

Source: Quinterno et al. 2008. p.14.

The top 20% of North Carolina households had incomes that grew three times
more than that of households in the bottom 20% from the 1990s to 2000s.

70

Percent Change (1990s to 2000s)
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Source: Bernstein et al. 2008.
36

American Community Survey, 2007.

37

CFED. 2007-2008 Assets & Opportunity Scorecard.
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Since the 1990s, North Carolina has experienced
a rise in income inequality. As of the mid-2000s,
the richest 20 percent of families have average
incomes 7.2 times as large as the poorest 20
percent of families.38
The Center on Budget and Policy Priorities reports that
in North Carolina the average income for those in the

middle quintile grew by just $234 a year from the late
1980s to the mid 2000s, while the average income
grew by $1,774 per year for the top quintile (see Chart
7 on page 15 and Chart 9 on page 17).40 Indeed, North
Carolina ranks 21st in the nation for its gap between the
rich and the poor. This national analysis combined with
local data supports the finding that the state’s middle
class is under stress.
AT RISK IN
NORTH CAROLINA

Chart 8

MIDDLE CLASS SECURITY INDEX
Percent of households in asset poverty

17.5%

Percent of population with a high school diploma or less

47.4%

Percent of households spending more than 30% of monthly income on housing

31%

Percent of households without an income sufficient to meet a basic budget

37%

Percent of non-elderly population without health insurance

19.5%

Source: The Middle Class Security Index was constructed by DEMOS and the Institute on Assets and Social Policy at Brandeis University. The data presented here
is not specific to the middle class but represents the total population due to limitations in the available data at the state level.

The middle class in North Carolina is shrinking.
The middle class does not just appear. It is created
through policies that support its development. A
national study by DEMOS and the Institute on Assets
and Social Policy found that more than two-thirds of
the middle class were economically insecure. Nearly
80 percent of middle class families were at significant
risk of losing their middle class status due to financial
insecurity, defined as not having sufficient assets to

16

sustain their household for three months without an
income, for example if faced with a job loss.39 While
this type of national analysis is not available for
North Carolina due to data limitations, the factors
included in the Middle Class Security Index can
provide some insight into the proportion of North
Carolinians that are at risk of either leaving the
middle class or never reaching it.

38

Bernstein, Jared, Elizabeth McNichol and Andrew Nicholas. April 2008. “Pulling Apart: A State-by-State Analysis of Income Trends.” Center on Budget and Policy Priorities and
Economic Policy Institute: Washington, DC.

39

Wheary, Jennifer, Thomas Shapiro and Tamara Draut. 2007. “By a Thread: The New Experience of America’s Middle Class.” Demos and Institute on Assets and Social Policy at
Brandeis University.

40

Bernstein, et al. 2008.
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Too many communities are isolated from fair,
functioning markets and therefore households
pay higher prices for goods. There is a tremendous
amount of regional variation in the distribution of factors
important for economic growth and quality of life across
the state, including job growth, wealth, health care and
financial services, among others. Some communities do
not have businesses to provide for day-to-day needs or,

due to their isolation from a competitive marketplace,
pay higher prices for goods and services. In the Northeastern part of the state, the areas without grocery
stores or farmer’s markets require residents to travel
farther to pick up groceries or make do with limited
choices in food. In the Western part of the state,
a lack of sufficient financial institutions means
regular banking activities cost more.

Gains in earnings between 2000 and 2007 largely benefited those at the top
of the income distribution in North Carolina.

Percent Change in Household Income (2000 to 2007)
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The distribution of financial institutions is concentrated in highly
populated areas and, often, in communities of relative prosperity.

Financial Institutions

POVERTY RATE
10% and below
10.1%–19.9%

Map

20%–39.9%
40% and above

Source: Concentrations of Poverty by census tract from U.S. Census Bureau, 2000, Decennial Census. Financial institution locations from FDIC, 2008, Summary of
Deposits Database.

An increasing body of research at the national level
documents the higher prices paid in communities
based on their urban or rural geography, poor or
non-poor status.41 In North Carolina, the costs for
basic goods and services have also been increasing significantly in metro- and non-metro counties.
The N.C. Justice Center’s report on the 2008 Living
Income Standard documents a conservative budget
for households—noting that the highest costs across
regions are consistently housing and childcare. Cost
variation can motivate households to make every
effort to reduce costs, by locating further from jobs
and other opportunities, turning to debt to finance
unexpected expenses, or postponing an expense.42

Net worth in North Carolina is low.
The median net worth of North Carolina households is only
64 percent of the national median net worth for all households. A North Carolina household has a net worth of $55,913
on average as compared to $88,803 in the United States. A
greater share of net worth in N.C. (53.7%) comes from home
equity than is the case nationally (50%).

Nearly one in five N.C. households lacks adequate
savings to stay above the poverty line for three
months if they experience a loss of earned income.
Savings provide an important emergency cushion and
a foundation for taking advantage of future opportunities. However, many households are not connected to
the institutions or products that can facilitate savings.
Many households do not have the option of saving for
retirement through their employers and some do not
hold a basic savings account. The lack of access to
products, a sense that products are not designed for
their needs, and the resulting poor savings behaviors
leave many households vulnerable to economic shocks
because their median net worth remains low or relies
on homeownership alone to generate wealth. For
example, the median net worth of households in North
Carolina remains below the national average ($55,913
in N.C. compared to $88,803 in the U.S.) and a greater
share of net worth in N.C. (53.7%) comes from home
equity than is the case nationally (50%).43

SOURCE: CFED. 2008. “Asset & Opportunity Special Report: Net Worth, Wealth Inequality and
Homeownership During the Bubble Years.” State level data accessed at: http://www.cfed.org/
specialreport/app/.
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41

Fellowes, Matt. October 2006. “The High Cost of Being Poor: Reducing the Costs of Living for Working Families.” Brookings Institution: Washington, D.C.

42

Quinterno et al. 2008.

43

CFED. 2008. “Asset & Opportunity Special Report: Net Worth, Wealth Inequality and Homeownership During the Bubble Years.”
State level data accessed at: http://www.cfed.org/specialreport/app/.
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Median net worth increases exponentially with income.

Racial wealth
disparities
persist and
perpetuate
inequality.

$350,000

N.C.
U.S.

MEDIAN NET WORTH

$300,000

In North Carolina, a household
of color owned 7 cents for
every dollar owned by a white
household. African-American
households are more than two
times as likely to live in asset
poverty while Latino households are three times as likely.
Racial wealth disparities are
the product of a complex array
of past and present policies that
have excluded people of color
from enjoying the benefits of
full economic participation.
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$150,000
$100,000

Chart 10
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SOURCE: CFED. 2008. “Asset & opportunity
Special Report: Net Worth, Wealth Inequality and Homeownership During the Bubble
Years.”; Action for Children North Carolina.
2009. “Child Economic Opportunity Report
Card” Action for Children: Raleigh, N.C.
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Income Quintiles from Lowest to Highest”
Source: CFED. 2007-2008 Assets & Opportunity Scorecard.
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Households living in asset poverty

17.5%

22.4%

Households with an interest-bearing bank account

56.2%

57.7%

Workers with an employer-provided pension

40%

43%

Chart 11

ASSET POVERTY AND ACCESS TO ASSET BUILDING PRODUCTS

Source: Households living in asset poverty and households without interest bearing accounts from CFED. 2007-2008. Assets and Opportunity Scorecard.
Workers without an employer provided pension from Population Reference Bureau analysis of March 2004-2006 CPS Supplement.

Asset poverty is a measure of whether a household
can support itself with savings or available assets at
the Federal Poverty Level for three months if earned
income is lost. One in five households in North Carolina
is asset-poor. While North Carolina does better than
the United States in terms of its asset poverty rate, it is
not providing the tools necessary for North Carolinians
to build assets outside of homeownership, a cause for
concern when considering the basic investing principle
of diversifying holdings. Importantly, too, the higher
rate of asset poverty experienced in certain regions

and in communities of color raise concern about the
degree of connections to prosperity in all communities
of the state. White households in N.C. own assets, on
average, that are more than five times those owned
by households of color, who are also less likely to
own their own homes. Without savings or the assets
that can stabilize a household in tough times, North
Carolina’s households are increasingly vulnerable to
economic shocks and experience a greater risk of
falling out of the middle class once reaching it.
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Asset Inequality in North Carolina
between White Households and
Those of Color Is Striking.
HOUSEHOLD MEDIAN NET WORTH
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Without the needed investment in an infrastructure
that can build connections and pathways to the middle
class, North Carolina risks losing its competitive edge
and long-term economic stability. The decline of the
middle class in North Carolina presents a potentially
higher cost in the loss of skilled workers and consumer
purchasing power essential to a strong economy.
Reconnecting all North Carolinians and their communities to the network of institutions that can deliver
broad returns should be the guiding principle behind
North Carolina’s next generation of assets policy.
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White Household

80

60

40

20

0

Chart 12

Children are less likely to do better than their
parents economically. Forty-two percent of children
born in the bottom fifth of the income distribution will
stay in the bottom as adults.44 Economic mobility in the
United States is one of the lowest in comparison to
other western industrialized nations. According to recent analysis, the Southeast does slightly better than
other regions in increasing the average income from
parent to children, showing a gain of 171 percent.45
This finding, however, is driven primarily by the far
lower starting point of parents’ income in the region.

HOMEOWNERSHIP RATE
Source: CFED. 2007-2008 Assets & Opportunity Scorecard.

The United States has less relative economic mobility than many
industrialized nations.
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Sawhill, Isabel and John Morton. May 2007. “Economic Mobility: Is the American Dream Still Alive and Well?” The Brookings Institution and The Pew Charitable Trusts: Washington, D.C.

45

Hertz, Tom. April 2008. “Understanding Mobility in America.” Center for American Progress: Washington, DC.
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A Prosperity Grid for North Carolina
A prosperity grid for North Carolina requires complementary approaches to meet the short- and long-term needs in
communities. The public policies that can build this grid will, at the same time, build a stronger and more inclusive
economy. The goals and strategies presented below can ensure that public systems and structures align with the
results we seek for North Carolina’s households and communities.

Chart 14

Strengthen Connections
to Work and Income

Generate Savings
and Assets

Institutions that provide
Institutions that build savings
training and skills to work,
and provide long-term investjobs that offer living incomes
ment opportunities support
and access to benefits
the purchase of an asset

Protect Prosperity

Institutions that protect
the value of assets

The policy proposals presented below sketch out the connection points that North Carolina must
establish in order for a stronger middle class and shared prosperity to become a reality in North Carolina.

The policies presented in the following pages resulted
from a two-year process of assessing local context
and capacity while consulting and adapting the latest
research and practice from across the country and
globe for North Carolina. The Assets Alliance identified policies that: 1) Strengthen connections to work
and income; 2) Generate savings and assets and 3)
Protect prosperity. The policy proposals presented
below sketch out the connection points that North
Carolina must establish for a stronger middle class
and shared prosperity to become a reality. By establishing an infrastructure that supports income and
creates and protects assets, all communities in
North Carolina can connect households to economic
opportunity and benefit from shared prosperity.

Strengthen Connections
to Work and Income
Providing a living income standard, benefits and work
supports make it possible for households to set aside
money to save and build assets.

Increase the level of support
to working families provided
through the N.C. Earned
Income Tax Credit (EITC)
The Earned Income Tax Credit (EITC) is both a federal
and now a N.C. state tax credit for low-income workers.

As the nation’s largest
anti-poverty program,
each year the EITC
lifts roughly 5 million
people out of poverty,
almost half of them
children.46 Research
shows that families use
the EITC to pay for necessities, to pay down
debt, and set money
aside for emergencies.

The average federal
EITC refund in 2005 for a
North Carolina tax filer was
almost $2,000 and resulted
in more than $1.5 billion
circulating in local economies across the state.
SOURCE: IRS SPEC Data, 2005, Accessed
at: http://www.brookings.edu/projects/
EITC.aspx

Workers also use the
EITC to repair vehicles
needed to commute to
work and to help boost
their earning power
by investing in additional education or training. These
investments pay off in a more stable workforce.

Building on the success of the federal EITC, in the spring
of 2007, the North Carolina General Assembly passed
a state EITC which went into effect in tax year 2008. In
doing so, North Carolina joins 21 other states and the
District of Columbia in enacting a state EITC. All eligibility criteria that apply to the federal tax credit also apply
to the state’s tax credit.47 An estimated 850,000 North
Carolina tax filers and their families will benefit from the
state credit, roughly one in five North Carolina workers

46

EITC Carolinas. “Quick FAQ’s and Statistics.” Accessed at: http://www.eitc-carolinas.org/policy-and-press/.

47

Gray, Meg. 2007. “Making Work Pay for North Carolina’s Low- and Moderate-Income Working Families: A State Earned Income Tax Credit for North Carolina.” NC Budget and Tax Center,
NC Justice Center: Raleigh, NC and updated for 2008 in NC Justice Center, “Support for Working Families: Boosting Incomes.” Accessed at: http://www.ncjustice.org/?q=node/193.
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and their families. Volunteer Income Tax Assistance
(VITA) sites provide an essential service to these
households in the form of free tax preparation that
saves households hundreds of dollars annually. The
sites also provide a connection to a range of benefits
and services in communities across the state during
tax time. Efforts to promote VITA sites and expand
their operations into new communities should be
supported with funding for outreach activities.

Ensure an adequate standard
of pay and benefits to
North Carolina workers
Minimum wage laws
provide a key policy tool
37 percent of
to ensure a basic standard
North Carolinians
of pay. Periodic increases
have helped to maintain
do not earn a
the essential role of the
living income.
minimum wage as a floor
Source: Quinterno et al. 2008.
over time, but from 1997 to
2006 Congressional inaction
to raise the minimum wage
above $5.15 per hour caused it to drop to its lowest
inflation-adjusted value in over 50 years.48 States have
the authority to maintain their own minimum wage,
as long as it is equal to or greater than the federallymandated minimum. In 2006, the North Carolina General Assembly passed legislation to raise the state’s
minimum wage from $5.15 to $6.15 per hour. Congress
subsequently passed additional increases to $6.55 in
July 2008, and to $7.25 in July 2009. These phased-in
increases will benefit approximately 211,000 North
Carolinians.49 However, because neither the state nor
the federal minimum wage is indexed to correct for the
impact of inflation, it will undoubtedly erode in value
again, leaving workers with a declining ability to afford
necessi- ties. To truly maintain the value of this policy,
North Carolina must index the minimum wage to inflation. Doing so is fundamental to creating a wage floor

that keeps income in line
with a changing economy,
provides greater certainty
for business owners regarding payroll planning and
ends the cycle of sporadic
in-creases followed by
periods of steady decline
in value.50

An estimated 1.6 million
North Carolinians (42%
of the state’s total workforce) do not get a single
paid sick day to use when
a short-term illness affects
them or their family.

Like the minimum wage,
Source: Quinterno et al. 2008.
employee benefits—such
as paid sick days, health
care and pensions—are
also essential for financial
security. In North Carolina, nearly half of the state’s
workforce does not get a single paid sick day.51 In some
cases, these workers are at risk for losing their jobs and
jeopardizing their economic stability when they or a
family member becomes ill.
While the Family and Medical Leave Act guarantees up to
12 weeks of unpaid leave for workers, there is no federal
legal requirement for paid sick leave. Paid sick leave for
all employees can play a key role in maintaining a healthy
workforce by lowering overall health costs, increasing
productivity, reducing absences, and improving retention.52
The uncoupling of retirement planning from employment has left many households without a connection
to a pension that can provide a critical supplement to
social security providing long-term financial security.
In North Carolina as of May 2006, an estimated 60
percent of workers did not have access to an employersponsored retirement plan.53 National research shows
that the top 20 percent of earners own nearly 70 percent of 401(k) and Individual Retirement Account (IRA)
assets.54 Pooled retirement accounts for employees of
small businesses and universal, automatic retirement
accounts for all workers are some of the more innovative policy options to combat the decline in financial
security for older North Carolinians.

Furman, Jason and Sharon Parrot. 2007. “A $7.25 Minimum Wage Would Be a Useful Step in Helping Working Families Escape Poverty.” Center on Budget and Policy Priorities:
Washington, DC. Accessed at: http://www.cbpp.org/files/1-5-07mw.pdf.
49
Friedman, Joel. 2006. “Latest Data on Minimum Wage Workers and Taxable Estates by State.” Center on Budget and Policy Priorities: Washington, DC.
Accessed at: http://www.cbpp.org/archiveSite/8-2-06tax3.pdf.37
50
Ettlinger, Michael. October 2006. “Securing the Wage Floor: Indexing Would Maintain the Minimum Wage’s Value and Provide Predictability to Employers.” Briefing Paper Number
177. Economic Policy Institute: Washington, DC. Accessed at: http://www.epi.org/publications/entry/bp177/.
51
Quinterno et al. 2008.
52
Quinterno, John. May 2007. “Don’t Get Sick: Nearly Half of Working North Carolinians Lack Paid Sick Days.” BTC Brief. NC Budget and Tax Center, NC Justice Center: Raleigh, NC.
Accessed at: http://www.workingpoorfamilies.org/pdfs/936_btcbriefsickdaymay32007.pdf; Vollmer, Sabine. March 6, 2008. “Sick at Work? Bills Push for Paid Time Off.” News and
Observer: Raleigh, NC. Accessed at: http://www.ncsickdays.org/article3-6-08/.
53
Population Reference Bureau analysis of March 2004-2006 CPS Supplement.
54
Orzag, Peter. 2001. “Balances in Defined Contribution Plans and IRAs.” The Urban Institute and Brookings Institution, The Tax Policy Center: Washington, DC.
Accessed at: http://www.taxpolicycenter.org/UploadedPDF/1000599_TaxFacts_020204.pdf. Note: This is for families headed by someone 55-59 years old.
48
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Expand the availability of
affordable quality childcare
Ensuring that parents in the workforce can meet the
demands of full-time employment and child rearing
requires investment in quality, affordable childcare.
Childcare subisides, funded through a mix of federal and
state dollars, pay part of the cost of childcare for low-and
moderate-income parents so that they may work, attend
school or both. Starting early to provide children with
positive and developmentally appropriate environments to
learn and grow is essential to their preparation for school
and life. For one of every three working families in North
Carolina who earned low incomes in 2006, childcare
represented a significant line item in the family budget.55
Research shows, however, that investment in quality early
care by parents increases their productivity and decreases
costs to employers. For government, research suggests
that for every $1 invested in early childhood development
programs, $12 is returned.56
Despite the critical role
that childcare subFor government, research
sidies play for North
Carolina’s economy, an
suggests that for every $1
increase in the number
invested in early childhood
of parents working and
development programs,
children living in low$12 is returned.
income households has
increased the demand.
115, 338 children receiving
As of February 2008,
subsidies were in reguthe waiting list of children eligible for childlated childcare in 2007.
care subsidies but not
Source: Action for Children North Carolina.
re- ceiving them was
2009. “North Carolina Children’s Index.”
over 28,000.57 While
Action for Children: Raleigh, N.C.
the childcare subsidy
waiting list may ebb
and flow with the economy and the severity of unemployment, the investment in childcare provides an important
stimulus in local economies. The childcare industry pumps
an estimated $1.7 billion into local communities across
the state and directly supports more than 47,000 jobs.58
These returns to children, parents and communities make
investment in affordable childcare a win-win.

Improve access
to post-secondary education

Students from low-wealth
homes take on approximately $2,000 more in debt
than the average college
student and, for all borrowers, one out of five drops
out of college without a
diploma but with debt.

Attaining a college degree
continues to deliver increased
earnings for graduates while
promising greater economic
security and better quality of
life. In North Carolina, college
graduates earned nearly $6,000
more per year than non-college
Source: Gladieux and Perna, 2005.
graduates.59 The post-secondary
education system plays a vital
role in economic development by providing students
with the knowledge and skills necessary for a range of
careers, training workers for emerging industries and
retraining workers who have lost jobs. The increased
cost of higher education and emphasis on debt-financing undermines these positive returns on investment.
Young adults have increasingly forgone attendance or
completion of college or taken on more and diverse
debt to finance it. Nearly three-out-of-four low-income
students graduate with debt, compared to less than half
of high-income students.60 Students from low-wealth
homes take on approximately $2,000 more in debt than
the average college student and, for all borrowers, oneout-of-five drops out of college without a diploma but
with debt.61 In North Carolina students at Historically
Black Colleges and Universities (HBCU) hold the highest
levels of debt—nearly $121 million—among all HBCU
students.62 Increased information regarding financial aid
options and required courses on financial management
would better prepare students for managing their financial lives while in school and beyond. Expanding North
Carolina’s Learn and Earn and Carolina Promise programs – two worthwhile innovations to increase access
to higher education and improve student financial aid –
and paying particular attention to financing available to
those attending HBCUs will be essential. Intervening at
the college level when many students begin to manage
their own finances holds particular potential to transform an individual’s lifetime financial prospects.

Quinterno et al. 2008.
Rolnick, Art and Rob Grunewald. December 2003. “Early Childhood Development: Economic Development with a High Public Return,” The Region, Federal Reserve Bank of Minneapolis.
57
Action for Children. “History and Organization of Early School Preparation Programs in North Carolina.” Action for Children: Raleigh, NC.
Accessed at: http://www.ncchild.org/action/images/stories/History_and_Organization_of_Early_School_Preparation_Programs_in_North_Carolina.pdf.
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Improve access to affordable
health insurance coverage
Although not always considered a main factor in
asset building, health insurance coverage can play
an important role in protecting wealth and preventing
debt. Those who lack health insurance for themselves
or their children can face potentially devastating
medical expenses. Conversely, having health insurance improves preventive health services that can
save critical dollars for individuals, families and the
state. Health insurance does not guarantee protection
against rising health-related costs, but it does create
some essential safeguards and protect the health of
all North Carolinians.
The State Children’s
Health Insurance Pro“Medical debt forces
gram, known in North
Carolina as Health
families to make stark
Choice, has been central
tradeoffs. For example,
to ensuring that chil40 percent of uninsured
dren receive affordable
adults with medical bill
medical care as well as
preventive services. Sufproblems were unable to
ficient funding of Health
pay for basic necessities
Choice and the expanded
like food, heat, or rent,
N.C. Kids’ Care program
is vital to protecting
and nearly 50 percent
North Carolina’s future
had used all their savprosperity. In addition to
ings to pay their bills.”
these programs, research
indicates that children
Source: Collins, Sara. November 2007.
“Widening the Gaps Widening Gaps in
are more likely to have
Health Insurance Coverage in the United
health coverage if their
States: The Need for Universal Coverage.”
parents also have coverInvited Testimony, Subcommittee on Income
Security and Family Support, Committee
age.63 Providing affordon Ways and Means, U.S. House of Repreable health insurance
sentatives, Hearing on “Impact of Gaps in
for children but not for
Health Coverage on Income Security.”
their low-income working parents can harm
families. Finally, employersponsored health plans remain a primary source of
coverage. North Carolina ranks among the top two
states in loss of employer-provided health care. Small

24

business owners, who are at a disadvantage when it
comes to offering health insurance to their employees, indicate that the ability to provide this benefit is
a top concern.64 With nearly 40% of North Carolinians
employed by small firms65 and because these businesses are especially vulnerable to increases in insurance costs, it is important to target efforts to support
affordable health insurance for these businesses and
their employees.

Generate Savings and Assets
Saving, investing and building assets over time is
facilitated by government, supported by private
institutions—financial institutions and employers
—and engage all North Carolinians.

Provide incentives to
low- and moderate-income
savers statewide
Individual Development Accounts (IDAs) are matched
savings accounts used to help low-income individuals purchase homes, pay for educational expenses,
and start small businesses. Extensive research of IDA
usage has revealed that “with the proper incentives
and support, the poor can
and do save.”66 In recent
years, North Carolina
has constructed one of
The annual investment
the nation’s leading IDA
for IDA programs per
networks, becoming
low-income resident in
recognized as a national
leader on IDA utilization.
North Carolina is 21 cents
More than 2,000 IDA
– much lower than the
accounts provided for the
$200 recommended rate.
purchase of more than $12
million in assets. Currently,
Source: CFED. 2007-2008. Assets &
Opportunity Scorecard.
there are approximately
38 IDA program sites;
a significant number of
these sites depend heavily
on funding provided by the North Carolina Department
of Labor. Many of the IDA program sites are in jeopardy
as increasing demand for accounts and expiring funding
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streams mean the patchwork of federal, state and private sources are becoming insufficient. State funding,
administered through the Department of Labor will
expire in the near future, potentially forcing a discontinuation of many IDA program sites across the state.
This will leave thousands of families without a key
resource necessary to obtain greater financial stability
and grow assets.

Provide households with longterm savings products with a
specific orientation to children
Many households do not have long-term savings products in which to set aside money for their children’s
futures. A lack of assets during childhood has been
demonstrated to limit aspirations, school achievement and affect health outcomes.67 A lack of financial
resources during the crucial transition to adulthood
can additionally limit opportunities for secondary
education, narrow job choices and alter life decisions
well into adulthood.68 There are many tools that can
facilitate greater access to savings products such as
encouraging the private sector to provide accounts
with low minimum deposits or automatic saving triggers, providing opportunities to split tax refunds at the
state level into long-term savings products or making
the college savings plan or the 529 plan more accessible to low- and moderate-income families by offering
initial deposits or progressive matches.
There are a number of promising policies that could
be pursued in North Carolina to ensure that household’s have access to affordable and long-term savings products that can generate significant returns for
children. An innovative policy opportunity for North
Carolina is a state children’s savings account policy
that would provide long-term investment accounts to
children at birth that are seeded with a public investment. Children’s savings accounts have been implemented internationally in the United Kingdom and
Canada and proposed at the federal level. Children’s
savings accounts promote early savings and provide
an orientation to a wider range of future opportunities

by building children’s financial capability and available
assets for a child at the critical transition to adulthood. Savings products that can support households
and their children their goals for the future—such as
higher education—are essential to ensuring achievement throughout childhood and establishing greater
financial stability for the transition to adulthood.

Increase the availability
of affordable and
accessible housing
For more than 3 million North Carolinians, there
remains a staggering and largely unanswered need
for affordable housing.69 Currently, 300,000 N.C.
households are forced to spend more than half of their
income on housing, resulting in many households
with far too little to spend
The lack of affordable
on food, health care, and
housing costs the state
other necessities.70 Still
an estimated $90 million
more discouraging are the
scores of low-income North
annually resulting from
Carolinians, many with
poor health conditions
disabilities, who are forced
of children.
to simply go without homes
Source: Chenoweth and Associates. May
or turn to alternative federal
2007. “The Economic Costs of Substandard
programs with waiting lists
Housing Conditions Amount North Carolina
years long. If the need for
Children.” N.C. Housing Coalition.
quick and immediate action
were not already apparent,
the growing volatility of the
housing loan market and the dire consequences of
its meltdown to low- and moderate-income Americans should make action on affordable housing an
even higher priority.
In 1987, the General Assembly began funding the N.C.
Housing Trust Fund with the understanding that the
state must provide greater affordable housing access
to North Carolinians.71 In its two decades of existence,
the Trust Fund has financed more than 17,000 North
Carolina homes and apartments and $467 million of new
construction and housing rehabilitation.72 However, due

67

CFED. August 2008. “Why Children’s Development Accounts? Arguments and Evidence to Support Long-Term Asset-Building Accounts for America’s Youth.” SEED Policy Project,
CFED: Washington, D.C.; Sherraden, Michael. 1991. “Assets for the Poor: A New American Welfare Policy.” M. E. Sharpe: Armonk, N.Y.

68

Action for Children North Carolina. March 2009. “Child Economic Opportunity Report Card.” Action for Children: Raleigh, N.C.

69

American Community Survey, 2007. US Department of Housing and Urban Development defines “affordable housing” as “housing that costs its occupant (owner or renter) no more
than 30 percent of their gross monthly household income.” American Community Survey, 2007, PUMS data.

North Carolina Housing Coalition. June 2007. “Affordable Housing Primer,” North Carolina Housing Coalition: Raleigh, NC.
In its two decades of existence, “the General Assembly has appropriated $77.65 million for the Housing Trust Fund from the General Fund. In 2006, the General Assembly approprated
$8 million for the Housing Trust Fund, and an additional $10.9 million specifically for permanent supportive and independent housing for persons with disabilities.” Facts on the
Housing Trust Fund: Activity through December 31, 2006,” North Carolina Housing Finance Agency. Accessed at: http://www.nchfa.com/About/financingfrom.aspx.
72
Ibid.
70
71

A Prosperity Grid for North Carolina: Connecting Households and Communities to Economic Opportunity

25

to the Trust Fund’s markedly limited resources, many
individuals go without access to an affordable home.
This dearth of affordable housing stock leads to especially acute problems in the context of North Carolina’s
housing market where homes are less affordable than
comparable homes in half of the nation’s other states.73

Remove asset ownership limits
in public benefit programs
In the current fiscal crisis, state agencies are being
asked to make significant cuts to their programming
and services. One simple way to save state dollars is
to remove the eligibility terms related to countable
resources or asset limits associated with public benefit
programs. These asset limit tests require a significant
investment of staff time and agency dollars to

Applications denied due to having
more assets than permitted have
declined significantly since
welfare reform.
1400
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Action for Children North Carolina.

administer and result in only a minimal number of applications being denied for holding too many resources.
Two of North Carolina’s neighbors—South Carolina and
Georgia—have both eliminated these resource limits
and experienced a net savings on administrative costs.
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Ensure access to asset
building opportunities for
people with disabilities
People with disabilities are often less connected to
the institutions that can build assets but are also
most likely to require assets to maintain long-term
economic stability. People with disabilities are among
the poorest of North Carolina’s citizens in terms of
both income and assets. Only 4 percent of adults with
disabilities own homes compared with 70 percent of
all Americans. Estimates are that up to 80 percent of
people with disabilities have zero or negative assets,
compared with 33 percent of all U.S. households.75

1200

0

In North Carolina, fewer than one percent (0.21%) of
Supplemental Nutrition Assistance Program (SNAP)
applications, formerly known as Food Stamps, are
denied because the household exceeds the asset limit
and even fewer, 0.04%, of Work First applications,
have been denied for this reason.74 However, more than
1 million applications require review, representing a
significant administrative cost. By creating a disincentive to save, asset limits also undermine the ability
of households to sustainably move out of poverty.
Research has found that households without assets
are more vulnerable to falling into poverty in economic
downturns and are less likely to make the types of longterm investments—in homes and higher education—
that can generate returns. Eliminating asset limits
for public benefit programs would remove both the
administrative cost as well as the disincentive to save.

Efforts by people with disabilities to build more independent and stable financial futures are stymied by
public policies that need revision to remove unnecessary barriers. One of the primary reasons that people
with disabilities are asset poor is that the public benefit programs on which they rely, such as Medicaid
and Social Security, have low asset ownership limits.
Eliminating asset ownership limits in public benefit
programs is therefore the top priority for increasing
access to asset building opportunities for people
with disabilities. In addition, current asset building
programs need modification in order to increase their
usefulness to people with disabilities. For example,
Individual Development Account programs could be
expanded to allow persons with disabilities to save
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to retrofit a home or car or to purchase assistive technology for school or the workplace. Greater coordination among state Vocational Rehabilitation programs
with entrepreneurship training programs would also
support people with disabilities interested in starting
their own businesses.

American society. Indeed, a stable and competitive
North Carolina economy requires its workforce and
consumers to be financially savvy. Currently only
five hours of financial education are required in high
school to cover basic financial concepts like budgeting, saving, checking accounts and interest rates.
Financial education should start early and be relevant
to the complex financial marketplace so that children
learn and establish the behaviors necessary to manage their money effectively. A sample of 7th graders
in North Carolina failed
Five years after high
an assessment of their
school, students
basic knowledge of
with mandated
financial topics including
financial education
saving, credit and budgeting. In the biennial survey
in high school had
by the N.C. Jump$tart
higher self-reported
Coalition of high school
savings rates and injuniors, financial knowcreased their average
ledge has declined and
continues to rank below
net worth by roughly
the national average.
one year’s earnings.
Financial education imSource: Bernheim et al. 2001.
pacts financial behaviors
and decision-making. Compared with those who have
less financial knowledge, those with more financial
knowledge are more likely to engage in recommended

Rather than creating a separate set of policies aimed
at people with disabilities, any new or existing asset
building policy or program should be screened to ensure that it serves the needs of people with disabilities. With this goal in mind, establishing a cross-state
agency workgroup on asset building for working age
adults with disabilities that would make recommendations on policies and funding to reduce barriers and
create incentives for a better economic future would
be an important first step.

Protect Prosperity
Protecting accumulated savings and assets ensures
connections to prosperity can continue to flourish.

Ensure that all North Carolina
school children receive a basic
financial education through
the public school system
Understanding basic economic concepts has become
an essential part of living and working in modern

US High School Students Score Poorly on Tests of Financial Knowledge,
and N.C. students Fared Worse.
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financial behaviors—such as paying all bills on time,
reconciling the checkbook every month, and having an
emergency fund. Five years after high school, students
with mandated financial education in high school had
higher self-reported savings rates and increased their
average net worth by roughly one year’s earnings.
North Carolina must prepare its young people to successfully face the financial choices ahead of them and
expose them early to the types of financial products
and tools that are the building blocks of financial stability. Integrating financial education and economics K-12,
requiring all high school graduates to have competency
in financial concepts and coordinating the delivery of
financial education statewide from cradle to retirement
are essential first steps.
76
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Assist N.C. consumers to avoid
all forms of predatory practice
Low-income families frequently pay hundreds if not
thousands of dollars more for everyday necessities.
Although payday lending is no longer legal in North
Carolina, other predatory financial products
and practices, such
Close to 40 percent of
as refund anticipaEITC recipients received a
tion loans, excessive
Refund Anticipation Loan.
interest rates on loans
and credit cards,
Source: IRS SPEC Data. 2005. Accessed at:
http://www.brookings.edu/projects/EITC.aspx.
and, bank overdraft
fees continue to strip
families of critical dollars and potentially trap them in a cycle of debt that
becomes difficult to escape. Paying more for financial
services takes money out of the pockets of families
and negatively impacts the overall economy. Nationally, a 1 percent reduction in the cost of living for
low-income families adds up to $6.5 million in new
spending power for these fami-lies.78 The city, state,
and federal government should focus on designing, tightening and strictly enforcing protections for
consumers to ensure that savings accumulated and
assets purchased are not eroded.
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Expand access to justice
for low-income clients
Access to justice, regardless of income, is not
Legal Aid of North Carolina,
only fair, but it is also a
fundamental part of our
the state’s largest civil
democratic society. Legal
legal services provider, is
Aid attorneys represent
forced to turn away eight
clients with a full range
of civil legal issues
clients for every one it
including foreclosure,
serves due to limited funds.
consumer debt collecSource: Equal Access to Justice Commistion, domestic violence,
sion. May 2008. “Initial Report of the Equal
child custody, foster care,
Access to Justice Commission.”
landlord tenant and other
rental issues, will preparation, public education and
obtaining government services like social security,
Medicaid, and food stamps. Approximately 3.1 million
North Carolinians qualify for legal services based on
income, however, only about 20 percent of these lowincome individuals are able to secure representation in
civil legal matters.79 The increasing number of bankruptcy
cases and foreclosure proceedings in the state suggest
that the lack of access to a fair trial and representation
can encumber long-term asset
building and protection.

Address the
state’s high
rates of home
foreclosures

From 1998 to 2008,
North Carolina experienced a 224 percent
increase in foreclosures.
Source: N.C. Administrative Office of the

Foreclosures have devasCourts, 1998 and 2008.
tating consequences for
families, communities and
the state. Lost home equity,
damaged credit ratings, decreasing home values, abandoned neighborhoods, and a declining tax base are only a
few consequences of the current wave of foreclosures. Researchers are still struggling to comprehend and quantify
the total damage this crisis will bring. New foreclosures
for North Carolina in 2009 are expected to top the more
than 50,000 foreclosures that occurred in 2008.80
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Unemployment in North Carolina is at its highest point in recent history.
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Looking ahead four more years, that number jumps
to over 150,000 foreclosures in the state.81 Well over
300,000 North Carolina homes will experience devaluation due to foreclosures. The decrease in house values
and tax base is over $861 million.82 Homeowners need
assistance staying in their homes through affordable
options. When legal guidance is necessary, homeowners should have access to affordable legal services to
help prevent a foreclosure or help defray costs associated with litigation. North Carolina must also support a
comprehensive system of both pre- and post-homeownership counseling. This critical step prepares families for
homeownership as well as reduces the risks for lenders.
Finally, expanding the availability of affordable rental
properties in communities disproportionately impacted
by the foreclosure issue is essential to stabilizing neighborhoods and families.

Support North Carolina’s
unemployed workers
Unemployment insurance helps individuals who lose
their jobs through no fault of their own by temporarily
providing a portion of their wages.83 This benefit helps
North Carolina families weather economic downturns
by ensuring some source of income. Without it, many
families would be left with no way to pay for necessities such as rent, mortgage, food, and health care.
North Carolina has one of the highest unemployment
rates in the nation at 10.8 percent.84 Although unemployment insurance is crucial during any economic
climate, the current recession, which has created
severe budget cuts and staggering numbers of layoffs,
makes it even more imperative. Incentives currently
provided by the federal government to modernize the
unemployment insurance system are important to
ensure that workers can access this benefit and the
state can draw down already allocated federal funds..
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BUILDING THE PROSPERITY GRID
During the current economic downturn, it is more
important than ever for North Carolina’s elected
officials to invest in the state’s people and communities. Elected officials have made these important
investments in public structures in the past resulting
in the high quality of life N.C. enjoys today. From public schools to higher education, to transportation and
public health, these investments are what connect
households to opportunity and make our communities
strong. Today’s economic environment only further
confirms the interdependence of our economic fates
and the need for leadership that takes a balanced
approach to financing the future and the role of state
government. Stimulating the economy requires that all
of our communities have the job opportunities, vibrant
businesses and affordable goods and services that
can engage all households in productive exchange.

discussed in this report. Indeed, many local communities have already taken the lead in modeling these
approaches to economic opportunity. More than ever
before, North Carolinians need to become participants
in the mainstream economy by becoming banked, utilizing savings and investment tools, and making asset
purchases to end the cycle of intergenerational poverty.

The N.C. Assets Alliance is committed to promoting
economic opportunity for all North Carolinians and
ensuring economic stability for the future of the state.
The Alliance will continue to work to increase government investment in policies while building a coalition of
support from public, private and non-profit organizations.

The leadership of state government is essential to
creating a more uniform distribution of the key components and structures that enhance the state’s prosperity grid. Only state government has the mandate and
the reach to leverage the innovation that is happening
in local communities and in the non-profit and private
sectors; efforts that at scale can benefit all communities and North Carolinians.

The Alliance believes North Carolina also has the opportunity to connect and layer asset-building policies

30

North Carolina is rich with community, non-profit, academic, philanthropic and business leaders that have
built innovative approaches to economic life. North
Carolina must leverage these resources to establish
state policy that ensures all of our communities can
connect to the institutions that deliver prosperity.
Fully investing in these institutions and connecting
them to form a prosperity network will stimulate local
economies and move the state ahead.
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Conclusion
The time is now. North Carolina is poised to lead
the nation in developing a comprehensive public
structure that supports communities’ connections to
opportunity. The proposal of a prosperity grid for
North Carolina presented here maps out the key
nodes of a network that must be in place to ensure
equitable development. The N.C. Assets Alliance
calls on elected officials to take a leadership role
and invest in the people and communities of North
Carolina to ensure long-term competitiveness.
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North Carolina Assets Alliance
Following the 2005 N.C. Statewide Financial
Education and Asset Building Conference, EITC
Carolinas at MDC, Inc., the IDA and Asset Building Collaborative of N.C., and other partners met
to discuss the creation of a coalition to focus on
asset-building policy. In June 2006, the first meeting
was held in Raleigh, and since then the N.C. Assets
Alliance has met on a quarterly basis. The vision of
the N.C. Assets Alliance is to build a statewide public
infrastructure in all communities of the state that
can serve as a connection to economic opportunity
and shared prosperity. In order to achieve this goal,
the N.C. Assets Alliance shares information about
emerging practice, research and policy opportunities,
develops and promotes a state asset policy agenda
and educates policymakers and decision makers
about issues affecting low- and moderate-income
households in the state.

Activities

Purpose

The participation of North Carolina researchers in
the Alliance allows for greater analytical work and
opportunities to connect the latest research to policy
and practice. In the future, the Alliance aims to support efforts to document the impact of asset-building
programs in the state.

The N.C. Assets Alliance educates the public and
policymakers about asset-based strategies that
promote economic security and prosperity for all
North Carolinians. Underlying our work is a core
set of shared values:
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•

Interdependence

•

Opportunity

•

Prosperity

Educate

Assets are a key component to economic security
and stability. And yet, for many this is a new way
of think-ing about these issues. Through quarterly
membership meetings, public forums and presentations at conferences, the Alliance provides the latest
information about asset-building practice and policy
in North Carolina.

Communicate

The lessons learned from the innovative work going
on across the state must be shared in order to connect that work to state policy. Through a website
and monthly e-mail communications, the Alliance
disseminates the latest news on assets—policy,
research and practice.

Analyze

Build

The various programs and activities going on in
communities across the state provides a network of
support for households and also for the work of the
Assets Alliance at the state level. The Alliance conducts regional forums and supports the development
of regional coalitions across the state with the aim of
connecting these coalitions and grassroots members
to state policy.
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North Carolina Assets Alliance Participants
Action for Children North Carolina
AFL-CIO of North Carolina
The Arc of North Carolina
Center for Responsible Lending
CONNECTINC
CFED
Community Reinvestment Association of North Carolina
Easter Seals UCP of North Carolina
Federal Deposit Insurance Corporation, Atlanta Region Community Affairs
Federal Reserve Bank of Richmond - Charlotte Office
Fiscal Progress
Good Work, Inc.
IDA and Asset Building Collaborative of North Carolina
Latino Community Credit Union
MDC Inc., EITC Carolinas Initiative
North Carolina Bankers’ Association
North Carolina Community Development Initiative
North Carolina Council on Developmental Disabilities
North Carolina Department of Commerce, Division of Community Assistance
North Carolina Department of Labor, Individual Development Account Program
North Carolina Housing Coalition
North Carolina Housing Finance Agency
North Carolina Justice Center
North Carolina Indian Economic Development Initiative
North Carolina Institute of Minority Economic Development
North Carolina Office of the Commissioner of Banks
North Carolina Office of Minority Health and Health Disparities
North Carolina Rural Economic Development Center
North Carolina State University Cooperative Extension
Self-Help
Southern Coalition for Social Justice
University of North Carolina Center for Community Capital
University of North Carolina School of Social Work
United Way of North Carolina
Wilson County Department of Social Services
The organizations listed above participate in the Alliance and contribute to the expansion of economic opportunity
through their organizations’ own work. The Alliance developed the policy priorities discussed in the report through
a two-year process; however, participation in the Alliance doesn’t necessarily signify that participating organizations endorse individual policy recommendations.

North Carolina

Assets Alliance
For more information and to download additional
copies of this report, please visit www.ncassets.org
N.C. Assets Alliance
P. O. Box 27386
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