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n the past year, much has been said about income inequality and
its troubling consequences. However, less has been said about the
relationship between income inequality and the ability to build savings
and wealth.

One of the Scorecard’s key indicators, liquid asset poverty, measures the
percentage of a state’s population that has less than three months’ worth of
savings. The most recent data available show that 44% of households nationally
are living without a basic personal safety net.1 New in this year’s Scorecard
is a state-by-state assessment of income inequality. Income inequality is a
measure of exclusion from economic opportunity that shows the distance
between earners at the bottom and those at the top. Nationally, those in the
bottom quintile earned one-fifth the income earned at the top quintile ($21,159,
compared to $106,196).
Looking at these two measures together shows a troubling relationship
between income inequality and financial resilience. The Scorecard shows that
states with some of the highest levels of income inequality also have high rates
of liquid asset poverty. The states fall into two groups: poor states in the South
and Southwest, and states with high costs of living on the East and West coasts.
Both of these groups have high populations of color. Alabama, for example,
ranks 46th for income inequality and 39th for liquid asset poverty; California
ranks 43rd for income inequality and 25th for liquid asset poverty.
The relationship between these two indicators also adds detail to the portrait of
those who are excluded from the financial mainstream; with neither sufficient
income to cover day-to-day expenses, nor the emergency savings to deal with
bumps in the road, families must borrow to make their budgets work. Yet,
more than half of consumers nationally (55.6%) have credit scores that put
reasonably priced, short-term loans out of reach. In many parts of the country,
high-cost, often predatory, loans are the only option. Unfortunately, these
loans end up deepening families’ indebtedness, creating a quagmire that is
difficult to escape and that ultimately reinforces their financial exclusion.
States can help families climb out of their financial quicksand by adopting
policies that increase income and the ability to save, and decrease indebtedness.
Raising the floor on wages is one part of the solution, as is discussed in the
Businesses & Jobs section. However, additional policies like the Earned Income
Tax Credit (EITC) are proven to increase income and lift families out of income
poverty. Twenty-five states and the District of Columbia have adopted EITCs
that range from 3.5% to 50% of the federal credit. In 21 states and the District
of Columbia, the credit is at least partially refundable, which allows those with
very low incomes to benefit.
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Liquid asset poverty

Helping families save is another important strategy. Families with savings are
more likely to move out of poverty. Research on economic mobility finds that
a person born in the lowest income quintile who has $10,000 in liquid savings
is 6.5 times more likely to move up the income ladder than someone with
only $1,000 in liquid savings.2 In addition to increasing income, the EITC also
creates an opportunity for saving. For many families, the EITC is the largest
lump-sum payment they receive all year. Especially with assistance from
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Income inequality is expressed as the
number of times more the top income
quintile earns compared to the bottom
income quintile (e.g., 6x more).

FINANCIAL ASSETS & INCOME

CFED: ASSETS & OPPORTUNITY SCORECARD

supportive community tax preparation service providers, families can use their
EITC payment to start saving for emergencies and the future.

2014 STATE EITC
VICTORIES

Removing asset tests from benefits program eligibility requirements is another
important policy change that both increases income and facilitates saving by very
low-income families receiving public benefits. These asset limits, which can be
as low as $1,000 in savings, are a relic of entitlement policies that in some cases
no longer exist. Thirty-five states and the District of Columbia have eliminated
their asset tests for the Supplemental Nutrition Assistance Program, 39 states
and the District of Columbia have removed the test for the Low-Income Heating
and Energy Assistance Program, and eight states have removed the test in the
Temporary Assistance for Needy Families Program.

Ohio doubled
the state’s Earned
Income Tax Credit
from 5% to 10% of
the federal credit.
The state EITC is not
refundable.

Maryland increased
the state’s refundable
Earned Income Tax
Credit from 25% to
28% of the federal
credit by 2018.

States can also fix the debt trap for financially excluded families by regulating
the interest rates and other terms for short-term loans. Seventeen states and the
District of Columbia have capped interest rates on payday loans, 29 states and the
District of Columbia have capped rates on auto-title loans, and 20 states and the
District of Columbia have capped rates on short-term installment loans. States can
also curb abusive practices in the debt settlement industry, which offers to settle
debts on behalf of customers for a fee. Many debt settlement companies, however,
engage in fraudulent, abusive and deceptive practices. Twenty-five states protect
consumers from these predatory debt settlement practices.

47

STATES & DC HAVE ELIMINATED ASSET LIMITS FROM
AT LEAST ONE PUBLIC BENEFIT PROGRAM

WA
MT

MN
ID

NH
WI

SD

NY
MI

WY
NE

NV

PA

IA
IL

UT
CO

CA

AZ

KS

OK

NM

MO

VA

KY
NC

TN

AL

LA

FL
HI

NUMBER OF PROGRAMS WITHOUT ASSET LIMITS
TWO

Low-Income Heating and Energy
Assistance Program (LIHEAP)

DE
MD
DC

Temporary Assistance for Needy
Families (TANF) Program

GA

AK

THREE

RI

SC
MS

TX

MA

NJ

WV

AR

Program (SNAP)

VT

CT

OH

IN

States can eliminate asset
limits from three public benefit
programs:
Supplemental Nutrition Assistance

ME

ND

OR

Minnesota aligns
provisions of the
state’s Working
Family Credit with
the federal EITC,
resulting in a 25%
increase in the credit.

ONE

35 STATES & DC

HAVE ELIMINATED ASSET
LIMITS FROM SNAP

39 STATES & DC

HAVE ELIMINATED ASSET
LIMITS FROM LIHEAP

8 STATES

HAVE ELIMINATED ASSET
LIMITS FROM TANF

ZERO

The liquid asset poverty data in the 2015 Scorecard has not been updated from the 2014 Scorecard because the data source, the U.S. Census Bureau’s Survey of Income and Program Participation,
did not release new data in 2014.
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Moving On Up: Why Do Some Americans Leave the Bottom of the Economic Ladder, But Not Others? (Washington, DC: The Pew Charitable Trusts, 2013), http://www.pewtrusts.org/~/media/
Assets/2013/11/01/MovingOnUppdf.pdf.
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CFED calculates liquid asset poverty rates for the states using data from the Survey of Income and Program Participation (SIPP). However, the SIPP’s limited sample size in smaller states and the
District of Columbia make reliable estimates of liquid asset poverty in these areas impossible to generate. In order to produce estimates for these geographies, CFED has created an alternative
estimation methodology based on both household wealth data from the SIPP and demographic data from the American Community Survey. These estimates are not published in the Scorecard
but can be found in the Assets and Opportunity Local Data Center. For this methodology’s full technical documentation, visit the Local Data Center’s methodology page at http://localdata.
assetsandopportunity.org/methodology.
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