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Re: Poverty Reduction Strategies in New York City
Good morning.  My name is Elena Chavez Quezada, and I am Senior Associate of the Aspen Institute Initiative on Financial Security – or IFS.   I would like to start today by thanking Chairman Albert Vann of the Committee on Community Development for inviting Aspen IFS to testify at this important hearing.   It is an honor to be here.

The mission of Aspen IFS is to promote increased savings in the United States so that all Americans can save, invest, and own – from cradle to grave.  As part of that process, we have worked, and continue to work, closely with the financial services sector.  Our Advisory Board consists of leaders of Bank of America, ING, and Goldman Sachs, among others.  

We believe that a central part of poverty reduction involves empowering families to build wealth, or assets, such as personal savings, a home, a small business, or retirement accounts.  While income disparities in the country and in New York City are dramatic, the wealth gap is even more jarring.  And no matter how we spin it – whether we break it down by ethnicity, race, income, or gender – most studies of wealth distribution have shown not only that disparities in wealth are much larger than disparities in income, but they have been increasing in recent years.
This is due, in large part, to our consumer-driven society.  The country’s personal savings rate hovers around zero, which is the lowest since the Great Depression and the lowest among most industrialized countries in the world.   Because most existing government incentives to help families build wealth are primarily provided through the tax code, those who can take advantage of them are those who need them the least.  And most lower-income workers do not have access to any kind of retirement savings plan at work.  In short, it is becoming more and more difficult to build the ladders out of poverty that will help families achieve the American Dream.
Asset-building is particularly difficult in a city like New York, where home ownership is simply out of reach for the vast majority of families and the costs of living are higher than in most other areas of the country.  It is not impossible, however, and we applaud the hard work and dedication of organizations like the Harlem Children’s Zone, the Citizen’s Committee for Children, the United Way, and many others that are actively engaged in helping families build wealth.  We also applaud the efforts of the City’s newly formed Office of Financial Empowerment to increase financial literacy and to build assets for low-income New Yorkers.  Our Executive Director, Lisa Mensah, is a member of OFE’s newly formed Advisory Council, and we are glad to see Commissioner Jonathan Mintz and OFE Executive Director Cathie Mahon partner with a range of leaders across the country to help shape their important agenda.  

One promising strategy to help families build wealth is through Individual Development Accounts, or IDAs, which provide matching dollars to reward personal savings toward a home, small business or education.  Their success has shown that there is both capacity and interest among working families to save in a more structured way.  Many groups in New York City and across the country have worked hard to implement IDA programs and help families save.  While we believe they are an important tool, we also believe there is an opportunity for bolder, more comprehensive policy initiatives that would truly transform the way we think about saving.  

One year ago, we released our report, Savings for Life: Building Financial Security for All Americans, which includes the following bold proposals to improve savings policy in America: Child Accounts to build savings from the beginning of life and promote financial literacy for all children; Home Accounts to be used for a down payment on a home; America’s IRA for low- and moderate-income Americans who do not have access to retirement plans at work; and Security “Plus” Annuities to provide an additional layer of lifetime, guaranteed income as a complement to Social Security.  
While these recommendations were written to shape national policy, we do think the City of New York has a unique opportunity to enact one of these policies, Child Accounts, on a local level.  IFS developed this proposal in a nearly three-year collaboration with the financial services sector as well as policy experts.  Under the plan, every newborn in New York City would receive a $500 certificate to open an investment account in the private sector.  Low- and moderate-income families would also receive a government match on private contributions from families, friends, churches, and charities.  The accounts could not be touched until the child reached age 18, at which point, they would provide every 18-year old with a jump start into adulthood.  With only modest contributions, the accounts would grow significantly over time and would provide all young adults with an opportunity to help pay for college, buy a home, start a small business, or keep saving for other important goals. 

We have spoken to OFE at length about this proposal, and we encourage OFE and the City to pursue Child Accounts – to be a national leader, to truly transform the way New Yorkers think about saving, and to provide every child in the City with an unparalleled opportunity for economic empowerment and lifetime economic security.

I would be happy to answer any questions you have about Child Accounts, and we look forward to our continued collaboration with both the City of New York and various organizations to help reduce poverty through critical savings and asset-building strategies.
Thank you. 



















