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HACBED & T HE Ho@WAIWAI INIT IAT IVE

This document was prepared by the HawaiOi Alliance for CorBasetty=conomic Development
(HACBED). HACBED is a statewide, Exempt, nonprofit organization established in 1992 to
encourage increased investments in sustainable and cotmaseditgpproaches to economic
development. HACBEDOs mission is to maximize the effectiveness of people working in
communities and the nonprofit sector to build a healthier and safer HawaiOi through community-
based economic development.

Ho@neivai is aHawaiian word meaning Qo enrichO Wa means QvaterO In old Hawa it was everyone®
kueraor GegponsbilityOto melanai kawa or Qo take care of the waterObecauseit affected the
livelihood of the entire village. If you had asufficient supply of wei, you were considered QuedthyO The
god of the Honawai initigtive isto creste acollaborative environment that nurtures the wedth of our
communitiesend familiesin away that will be perpetuated for future generations. While economic
security isfundamentd to wedth creation, asset-building strategies must give equd condderdion to
building naturd, humean, culturd, and socid assetstha are thefoundation of acommunity. They must
dso take into account that, for many, wedth isthe ability to share possessons rather than just accumulae
them for one@saf.
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At the heart of HawaiQi is an enduring determination to honor our past and leave a legacy for futur
generations. Today, many people in HawaiOi enjoy a level of security and comfort unknown to thei
ancestors. Generation upon generation had to overcome disenfranchisement, disease, disasters,
discrimination, difficult work conditions, extreme poverty, and limited opportunity to carve out a
better lifeNfor themselves and their children.

They accomplished this with hard work and then
sacrificeNandasset-buildilrgthe early and mid'20 From the beginning (1926) I work in the

iAi H (plantation) store so | didnOt work hard. But
c_entur_y, the people of HawaiOi knew how '[_0 build others work in the field, eh, and whenever they
financial assets. In even the most challenging of come home from work, | see them. They are so

circumstances, they saved money, started business e RULIIE It _
utilized credit, bought property, invested in educationjiietsiiaidbviasahoi i
and saved for retirement. five oOclock, take a bath, eat supper; and go back
again to trle store, six oOc[ock. And we close again
These abilities were aided by historic movements: u 2;2'32;0%‘;32gﬁ“w’é\gde'fmmé”‘éﬁg“d;[; dolar
fought for better wages and benefits, local businessejsy
dedicated themselves to community needs, new ind El stayed at the Kawailoa store only until 1948.
with better jobs were established, charitable organiz eIt At ki
developed a strong safety net, discriminatory practic ST EIIAS S RS IETS
were curtailed, and public policy focused on ways t0 R Ao

my friend to come help me build itE After | build
ensure that people could get by. the store, | hired contractor to build my house.

When my house was ready, | told the plantation |
In 2006, the struggle jusst get B/over for some Hawai (RIS REESUE
residents, but not all. Despite how far we have come}
many in HawaiOi still cannot make ends meet, are locked out of opportunities, and are one
misfortuneNa job loss, a childOs illnessNaway from disaster.

Like the people in HawaiOiOs past, people struggling today can build assets and lift themselves an
their children to better lives. But todayOs challenges require different solutions. In 2006 we face a
significantly higher cost of living, scarcity of housing, new forms of bias and division, and, most
importantly, an outdated public policy regirmedecades, HawaiOi like the rest of the United States
has focused on incorbased policies to help families get by. The main tools for addressing poverty
have been those that increase incomes through welfare payments and employment programs. The
incomefocused strategies have helped many people, but they have not directly addressed large ga
in wealth and opportunity. With all our focus on how much pesmplee have not focused on

how much peoplewn

The U.S. has a long history of absétling policiesNoften delivered through the tax codeNthat

enable families to save and invest. However, most of these policies are not accessitdene low-
families. Br example, families without resources to invest in a home cannot benefit from the home
mortgage tax deduction, and families that use all their incomes for necessities cannot take advanta
of taxfavored retirement savings. Even worse, families who are receiving public benefits are actual
penalized for saving because even modest accumulation of assets can make a family ineligible for
assistance.
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In response, many states are actively building a more equitabléldisgepolicy

infrastructureNone that encourages all families to save and invest in themselves, their families, anc
their communities.

HawaiOi lacks a coordinated and comprehensiligdisgt-policy and there is limited, if any,

dialogue about the costs of apseterty and the benefits of policy solutions. As a result, many
families are caught in a cycle, where they agetpirsg bgther than taking steps towgetting

aheadHard work and sacrifice by todayOs families are only half the battle. Better policies are neede
to fulfill AmericaOs promise of opportunity, equality, and freedom.

This report outlines a set of strategies that can benefit all people in Hawaidididgseolicy

will simultaneously improve HawaiOiOs overall economy, reward and reestablish the values we cla
to live by, and create realistic pathways out of poverty in HawaiOi. Working together on these
strategies, HawaiOiOs people can bring about a new era in HawaiOiOs historyNa time when we ce
fulfill our obligations to the generations that came before and to those yet to come.

ABOUT THIS REPORT

The 2005 Assets and Opportunity Scorecard is one of the most comprehensiveeapdaotel-
measures of financial security in the United SteddsicBd by CED (formerly the Corporation

for Enterprise Development), this report gave HawaiOi an overall grade of OBO and rated the publi
policy environment OsubstandardO for lasing?

As with all scorecard reports, letter grades can provide a helpful overview but do little to inform
policy makers and practitioneraxtieularly in HawaiOiNwhere our unique economy, population
characteristics and history skew various measuresNit is important to look behind the rankings to
uncover the important lessons.

This report attempts to develop that customized understanding oEDedpBrt and other data

and analyses relevant to assiding in HawaiOi. It draws heavily from the excellent 2006 report by
the New Americadundation and the Center for Social Development 8adielPolicy Options for
Building Asstas well as a 2005 report entiBesimotingcBnomic Security for Working Families: State
Asset-Blding Initiatiyashich spotlights HawaiQi for its emerging statbaigtiaty movement,

which this report hopes to advance. As background for this report, we reviewed local data and
conducted focus groups with families initm@me communities. We also worked collaboratively

with CFED and national experts who are part of this burgeoning, nationwide movement. Across the
United States, community organizations, nonprofits, philanthropic organizations, and governments
are embracing assetlding as a means to address poverty and develop local economies.

WHAT | SASSET-BUILDING ?

This report is concerned with financial assetsNcash savings, stocks, bonds, home and business
equity. When asked to define an Oasset,0 many people in HawaiQi rfieaticiahassets such

as family, community, the natural environment, and cutiureaRy, these assets are much more
valuable than financial assets. But almost everyone agrees that financial assets are critically
|mportantherhaps not as an end, but as the means to a richer life where one can OacquireO and
Oinvest inO precious rimancial assets. Ultimately, financial wealth allows families and
communities to exercise more choice and control over their lives.
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Financial assets support financial wellbeing by reducing strain on families, decreasing the risk of
intergenerational poverty, and increasing economic stability. Research also shows that financial
assets foster lorigem thinking, increase social Oconnectedness,O decrease marital dissolution,
increase health and satisfaction, increase civic engagement, and enhance quality of life.
Assetbuilding policies help people 1) earn enough beyond basic survival to begin building wealth; z
preserve hardarned assets and stabilize their finances; and 3) grow their assets through investmer
and leveragirfgThe aim is to help families develop financial sustainability. The Annie E. Casey
FoundationNa major supporter of asbatiding and funder of this reporsifates it succinctly in

this way:we needto helpfamiliesearrit, keepit, and growit.” Using this simple slogan as a

framework, individuals, communities, and policy makers can make a connection and begin reflectir
this common sense approach in personal behavior, business practices, and public policy.

THE CURRENT STATE OF ASSETPoOLICY: AIMED AT PEOPLE WITH ASSETS

State and federal asiseitding policies that encourage and subsidize saving and investment, already
exist. However, they are largely aimed at people with expendable incomes and existing wealth. In
2006, CED found that the federal government spent $362 billion to fosteuskiiat’ These

policies include the mortgage interest deduction, the capital gains exclusion on sales of principal
residences, reduced tax rates ontkmg-capital gains, tax advantages for retirement savings, and
others. Over 45% of these benefits go to the wealthiest 1% of AmericansNthose whose incomes
average more than $1 million per year. Less than 3% of the benefits go to the bottom 60% of
taxpayersState policies, such as investment tax credits and tax deductions that often mirror federal
incentives, add to the regressive nature of existinguakbet policies.

Existing assdiuilding policies are technically available to all. But in practice, they encourage and
subsidize wealth building for those who already have wealth, and do little for people who donOt. In
the end, society is harmed by a prominent gap between the rich and poor. Today, wealth inequality
(disparities in what peophis far more pronounced than income inequality (disparities in what
peoplemake The top 20% of wage earners in the U.S. command 43% of earned income, but they
control 83% of all net financial as$ets.

WHAT CAN ASSET-BUILDING ACHIEVE FOR ALL PEOPLE oF HAWAI@?

If Hawaii can enact and implement a comprehensivéaitdiey policy, three important things
will happen. HawaiOi will:

1. Cultivate greaer self-sufficiencyfor people who are currently dependent on government,
charity, and others to meet basic needs. This will decrease intergenerational poverty, increa
economic security, and reduce the individual and social ravages of poverty. Over time,
increasing lontgrm selfsufficiency can also decrease state expenditures on social services.

2. Spark overall economic developmeriecause more people will become full participants
in HawaiOiOs economyNcreating new jobs, growing personal incomes, starting businesses,
and investing in the community. Adsetding can also unlock brainpower and
entrepreneurial energy that is so important for the modern, kndvdsddezconomy. Too
much of HawaiOiOs human ability is currently trapped in the daily grind of just getting by.

3. Better achieve our social goal&ith more civic engagement, greater ability to leave a
family legacy, greater ability to invest in public goods like schools and the environment, and
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a more credible version of the American Dream, where any family truly can get ahead by
working hard and playing by the riiles.

AN ATTIT UDE FOR ASSET-BUILDING : COMMIT MENT TO EQUAL OPPORTUNIT Y

Assetbuilding policy will not garner the momentum it needs without confronting pervasive
stereotypes about people with lower inconeegl®who are struggling todayNjust as our

ancestors beforeNwant to get ahead and can get ahead if given the opportunity. When society is
convinced that struggling people cannot, will not, or do not want to build assets, it sells them short.
In essence, society joins these families in the constant struggle to just get by rather than offering a
hand up. Br example, housing policy is currently preoccupied with homelessness and the severe
shortage of rental housing. These truly are acute needs, but this should not diminish efforts to
launch strong initiatives to get people

with little means on the path to
PROOF OF THE POWER OF ASSET-BUILDING POLICIES

homeownership. If anything,
homelessness and extreme poverty
should fuel our determination to help
families build assetsNin order to
ensure their lontgrm financial
security.

Contrary to popular belief, those who
are currently reliant on government
assistance do make economically
rational choices more often than not.
Unfortunately, the government
programs that are often collectively
known as OwelfareO create harsh
financial choices for families. Becaus:
benefits generally decrease as incorm 2
increases, it is often economically
rational for a person to reject a pay
increase or prevent a family member
from working. Br example, a family of
four earning $13,000 would lose the
equivalent of $4,300 in public
assistance if it were to earn an
additional $1,000. In fact, in order to
recover the lost value of benefits as
more money is earned through work,
the family must increase its work
income from $13,000 to $33,000Nan
unlikely 153% pay raide.

Benefit programs can also penalize
saving. Three major
benefitsNTemporary Assistance to
Needy milies (TANI;, Food Stamps,

One of the most important asset-building policies to affect
HawaiOi was the Gl Bill.

The Servicemembers' Readjustment Act of 1944Ncommonly
known as the Gl Bill of RightsNnearly stalled in Congress as
members of the House and Senate debated provisions of the
controversial bill.

Some shunned the idea of paying unemployed veterans $20 a
week because they thought it diminished their incentive to
look for work. Others questioned the concept of sending
battle-hardened veterans to colleges and universities, a
privilege then reserved for the rich.

Ultimately, the Senate approved the final form of the bill on
June 12, and the House followed on June 13. President
Franklin D. Roosevelt signed it into law on June 22, 1944. The
law's key provisions were for education and training, loan
guaranties for homes, farms or businesses, and
unemployment pay.

Before the war, college and homeownership were, for the
most part, unreachable dreams for the average American.
Thanks to the Gl Bill, millions who would have flooded the job
market instead opted for education. In the peak year of 1947,
veterans accounted for 49 percent of college admissions. By
the time the original Gl Bill ended on July 25, 1956, 7.8
million of 16 million World War Il veterans had participated in
an education or training program.

Millions also took advantage of the Gl Bill's home loan
guaranty. From 1944 to 1952, the Veterans Administration
backed nearly 2.4 million home loans for World War Il
veterans. 2

Like the policies suggested in this report, the Gl Bill was
targeted at people who might not otherwise have the means to
save and invest in themselves. HawaiOiOs servicemen of World
War Il who took advantage of this opportunityNDan Inouye,
George Ariyoshi and many othersNhelped bring a large
segment of the population into Hawai®iOs democracy, its
economy, its public policy, and its social structure.

Asset-building policies that consciously seek to create
opportunities where they are limited or nonexistent have the
power to benefit everyone . They unlock the human potential in
our communities and enable people to participateNas

consumers and investorsNin the local economy.
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and Medicaid/Me@UESTNforce bleak financial tradeoffs for families.d¢xample, if a low-

income family of four were to accumulate over $3,500 in savings, they would become ineligible for
MedQUEST but eligible for the more limited QUESdNa loss in benefits of roughly $4,700

per yeal. Any economically rational person would realize that, in this system, saving money is a bau
choice.

Having an attitude for asgetlding means being committed to one economic system for all, where
hard work is rewarded and seifficiency is encouraged regardless of oneOs social class. An asset-
building attitude transcends partisan politics. It appeals to universal principles of equal opportunity,
fairness, and respect.

WHY Do WE N EED ASSET-BUILDING ?

Since 2001, the economy of HawaiOi has been growing at a remarkable clip. Most analysts foreca
continued growth, albeit at a more moderate rate. But recent attention on homelessness in HawaiC
has begged some key questions: If the economy is doing so well, why does homelessness seem tc
on the rise?d¥ that matter, why are so many HawaiOi families in general feeling financially insecure
And why do so many hard working people live paycheck to paycheck?O

The truth is that many in HawaiOi continue to struggle despite a Ogood economyO as measured b
typical economic indicators. Many other indicators, which receive too little attention, better reflect
the reality for many of HawaiOiOs families. These are the numbers that form the compelling case f
comprehensive asset policy in HawaiOi.

High costof living:Behinda low rate of povertynd highmediarincome

The August 30, 2006 Honolulu Advertiser headline, OCensus says fewer poor in stateO was
inadvertently deceivifigthe Census found that at 9.8%, HawaiOi hdslohegt percent of

people below thedeeral Bverty Level, which, for a family of four, is income of $19,971 per year.
The story that is not conveyed in the headline is the fact thatiédnal Bverty Level is an

outdated measure that does not adequately account for regional differences in the cost of living. Tt
latest Census figures only tell us the largely immaterial fact that HawaiOi has fewer people at the
Federal Bverty LineNan income insufficient to afford the real costs of food and shelter, let alone
any other necessities for livihig says little about real poverty and it is hardly something to

celebrate.

HawaiOiOs unusually high cost of living must also be considered when evaluating another recent
finding from the Census: that HawaiOi ha¥ tlightst median income in the nation at $58,112.

This celebrated figure is less encouraging when we consider a recent estimate by the UH Center o
the Family that a family of four needs a total of $55,500 to achieve a bare minimum existence in
Hawai®iAbout half of HawaiOiOs families teeter at or lie below this benchmark.

Low-Wagdobs:Behindthe Low UnemploymeRate

In 2005, HawaiOi had the lowest unemployment rate in thel%BumiryHawaiOi 69% of jobs

pay less than a living wageNrougth $34,600 for one parent with one childNcompared to 50% in
other state$.Furthermore, HawaiOi is worst in the nation for the percentage of involuntary part-
time workersN18% of employees want full time work but cannot finait. unemployment

numbers alone belie the fact that many people in HawaiOi need to work multiple jobs to make ends



) hoOowaiwai
E Asset-Bilding Policy for HawaiOi

meet, leaving less time for smifrovement, parenting, citizenship, or other positive activities. Of
the growing job prospects in HawaiOi, eight of the top tenNincluding cashiers, retail salespersons,

waiters, janitors, etc.Ndo not pay a living Wage.

AssetPovertyBehindthe High Net Worth
HawaiOi households have the highest average
worth in the country.But this is largely a result o
HawaiOiOs extremely high housing values, whit
actually hinder prospective, ftiste homebuyers
from being able to get into the market. A better
measure might be median net worth, for which
HawaiOi households rafikighest in the United
States at $86,82But a medianNthe midpoint of
all valuesNdoes not tell us how many above the
midpoint are millionaires, and how many below
have zero net worth. As it turns out, HawaiOi he
lot of people with zero or negative net worth. In
fact, we are"sworst in the nation with nearly one
in five households (19.8%) with no we&lth.
HawaiOi is also in the bottom third of states for
level of asset povertyNhouseholds that, in the
absence of income, lack enough assets to live &
Federal Bverty Level (which we know is woefully
inadequate to live off of in HawaiOi) for more th:
three months if their income were disrupted. On
in four HawaiOi households is assefjoor.

Taxationof the Poor

The StateOs large budget surplus at the start of
2006 legislative session was trumpeted as yet
another sign of the healthy economy. However,
these tax revenues were generated by a systen
is disproportionately burdensome on the poor.
HawaiOiOs income tax is one of the nationOs
onerous for poor familiésFurthermore, the
general excise tax is regressiveNthe poorest
taxpayers pay 10% of their incomes in general
excise tax while the richest pay only*29%d to
these tax burdens the fact that people with lower

| MPORTANT ASSET RELATED | NDICATORS

These are some of the key numbers and rankings
that a comprehensive asset policy should address:

Living Wage Jobs 22

% of total jobs that pay the self-sufficient wage for one parent with
one child.

31% (HI), 50% (U.S.)
Income Tax Threshold z
Income at which income tax begins to be levied: one-parent family
of three/two-parent family of four

$10,400/$14,000 Rank: 4 " worst

Asset Poverty 2

% of households without sufficient net worth to subsist at the

federal poverty level for more than three months if their income

were disrupted (Rank of 1 is best)
25.1% Rank: 36 of 51

Zero Net Worth ~ *®

% of households that have zero or negative net worth (Rank of 1 is

best)

19.8% Rank: 46 of 51

Private Loans to Small Business 26
Dollar amount of private business loans under $1 million per
worker (Rank of 1 is best)

$1,349 Rank: 40 of 51

Microenterprise Ownership Ratio 2
Total number of microenterprises per 100 people in the labor force
(Rank of 1 is best)

15.4 Rank: 13 of 50

Homeownership 28

% of households that own their home (Rank of 1 is best)
58.3% Rank: 49 of 51

Homeownership by Income Ratio 2

Homeownership rate among household heads in the wealthiest

quintile divided by homeownership rate among household heads in

poorest quintile (Rank of 1 is best)

2.04 Rank: 43 of 51

incomes are less likely to benefit from existingtaskirg policies such as the mortgage
deduction, and you have an inequitable tax systemNone that is subsidizihgNdaadther its
higherincome households, while undermining efforts ofloame households. The 2006

legislative session produced a bb@ed tax cut which was not aimed at those who needed the

most helpNthe poorest 20% of taxpayers will receive only 5% of the tax relief while the richest 20%
will receive 32%. The changes will do little to change our ignominious standing as a state that
burdens the poor with tax®s.
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ToughSmall Busines€limate

HawaiOiOs residents have substantial entrepreneurial energy, one of our greatest economic asset:
Evidence suggests that small businesses have benefited handsomely from the recent economic
boom. In 2004, HawaiOi rankdtda?ifong the states for its number of Osurvivingiptagnd

young growing companies,O up frofridtfhe nation the year before. It was also the most

improved of all 50 states in both Osurvivingugia@-and Oyoung growing companiesO. Neighbor
island small businesses showed particularly strong performance, earning the islands top 25 ratings
90 rural Ohot spotsO for entrepreneurs across the ¥dlmtrgver, there is little evidence to

suggest that mainstream lenders or investors are extending their reach to small businesses, in gen
and to microenterprises, started byvaailth entrepreneurs, in particular. The portion of bank
portfolios comprised of small commercial Béas dwindled rather than grown over the past five
years, with balances falling from $800 million in 2000 to under $750 million 20260 to

2005, HawaiOi consistently ranked among the bottom ten states in Small Business Administration-
guaranteed small business lending activity. HawaiOi also ranked in the bottom ten states for overal
venture capital investméht.

HousingCrisis

HawaiOiOs rapidly rising housing costs have been a boon to those who already own homes, but hi
costs have become an unscalable wall fdnerorewners. Only 58.3% of HawaiOiOs households

own their homes, giving the stateapi@ce ranking among the st&tésd HawaiOi rank$'43

among states for the disparity in homeownership between rich ahdlpesituation is also bad

for renters. HawaiOi has the highest median household rent in th& isoL#toyorst for the

percentage of renters who pay more than 50% of their incomes in rent; and is the state with the
highest Ohousing wageO (&irfudlavorker would have to make $22.30 per hour to afford a two-
bedroom unit at fair market rerfidjlawaiOiOs housing challenge is severe and unique among all the
states.

The economic situation in HawaiOi is neither all bleak, nor all positive. The preceding analysis of k
indicators reveals significant challenges facing HawaiOiOs families and our overall economy. Thert
also key assets upon which we can build.

We are better served looking at these good economic times, not as a time for celebration, but rathe
as a time of opportunityNto address some of the fundamental weaknesses in the economy includin
the lack of economic diversity, the high cost of living, housing challenges, underinvestment in publi
education, issues of sustainability, and the growing gap between rich and poor. A comprehensive
assebuilding policy agendaNone that expands opportunitiediNerill engage more HawaiOi

residents in meeting these challenges.



) hoOowaiwai
E Asset-Bilding Policy for HawaiOi

SX GOALS OF A COMPREHENSIVE ASSET-BUILDING PoLICY AGENDA

Hawaii can help people move frjust gettingtbygetting ahéadthemselves and future
generations. Doing so requires the successful pursuit of six key goals:

1)

2)

3)

4)

5)

6)

Make work pay. A family cannot save if there is nothing left after basic needs are met. Calls for
people to Oget off welfare and start workingO are futile if work does not pay enough.

Teach assebuilding. Even given an opportunity to build assets, people will not do so unless
they know why and how to save and invest and how to proteedha®d-assets over time.

Break down barriers ¢ assetbuilding. Unethical lending practices, market failures, lack of
insurance, and disincentives in public policies conspire to form enormous barriers to asset-
building. These barriers leave many people witamowWwnoderatecomes stuck in a fringe

economy where fees and interest rates are high, information is limited or misleading and saving
is penalized.

Help people save Incentives and subsidies for saving are overwhelmingly aimed at higher-
income households. Asseiilding policy must level the playing field with policies that create
incentives and that can support saving amonghalimoderat@come earners.

Help people start and own businessesBesides helping people leverage their assets into
greater wealth, entrepreneurship will create jobs and help the overall economy.

Help people buy homes A home is the ultimate asset in HawaiOi. Given the natural challenges
of living on islands, HawaiOi must launch a substantial effort to achieve this goal. Key to this is
commitment to scalled OdemasiieO strategies that enhance the ability fridw-
moderatencome earners to compete for housing.
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1. MAKE WORK PAY

It costs a lot to survive in Hawai€bpe can work very hard, [
holding multiple jobs.e®@ple can sacrificeNskipping meals,
medicine and foregoing other needs. But in the end, it still W;S[f;if:;‘i g;;gpsggrgrgz’tg%‘:[?f]”t'hvg‘e”'
not be enough to do more than just get by. If work does N Qe N R VAT
pay enough for people to be seifficient, they are left to tﬁa‘}?j;t;a; wf:oigre:hltse;bto“vvrggzg]uair;t
depend on government and others. E:eents a day.ri%gve [my :Jay.] to my mothe)lf.
You know what, when | ask her, OCan | have
The first condition for building assets is the ability to supp( %ngz;ngngéla:tldﬁzeﬂ?y% ‘Z‘Eiysiﬁa oy
oneOs family through work. Because so many jobs pay Wiyl aytng
that are insufficient for regular needs in HawaiOi, an asse jslRuEyEREIa%INEs WEENeANEL T
building policy must look for ways to bolster incomes, hel RGN

with core expenses, and create incentives to stay employ &

strive for higher incomes.

Policy Componens:

1.1 Maingain and utlize the self-sufficiency sandard as a benchmark
The selfsufficiency standardNthe actual amount needed to afford basic needs such as food,
housing, and healthcareNis a more realistic measure of economic struggle éderathe F
Poverty Level. A current selfifficiency standard would be a useful tool for evaluating
programs, designing new policies, and setting benchmarks for measuring economic success.
Unfortunately, HawaiOiOssa#ltiency standard has not been updated since the first and only
study was completed in 2003. At that time, a single parent with one child needed about $34,60(
per yeaf® It is undoubtedly much higher today given steep recent increases in the cost of fuel,
housing and healthcare. Efforts to institutionalize this measure as a helpful tool for local policy
makers have stall€d.hese efforts can be reinvigorated.

1.2 Increase acces® tthe federal EITC
The federal earned income tax credit (EITC) provides a refundable tax credictuiew-
wage earners that can result in significant refunds for people who stay in the workforce. The
EITC is the largest argoverty program in the United States. It is widely supported by both
political parties because it is well targeted to people who need the most help and it creates an
incentive for people to stay in the workforce. Because it is refundable, the federal EITC is
accessible to lowereome families who lack sufficient tax liabilities to benefit from other tax
credits. The latest data from 2002 suggested that over 19,000 HawaiOi taxpayers were eligible
the federal EITC, but did not clainY ilm 2005, a state grant established a program of the Aloha
United Way to help ensure eligible people claim this credit. The credit currently brings $125
million in federal funds to HawaiOi, but up to $30 million goes unclaimed each year by HawaiOi
working families. Other states and municipalities have implemented marketing, education, and
tax assistance campaigns to increase the amount of federal dollars captured by local families.
This investment is small compared to the influx of federal dollars, increased state excise tax
revenues and other benefits. hoé&hix, a $200,000 city government effort funded with general
funds and Community Development Block Grant funding led to a $21.4 million increase in
EITC take up in the first year. And inilRdelphia, free tax preparation services funded by state
and city government saved lomeome taxpayers $1.4 million in interest, fees for tax
preparation, Refund Anticipation Loans and check cashing @luese examples demonstrate
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the potential return if HawaiOi were to support this effort permanently, and have it coordinated
either by a government agency or a private entity.

1.3 Estblish a refundable site EITC
In September 2006, Michigan became thetat to establish a state EITC to further
encourage work and to counterbalance regressive state and |6ddbiasi3i can join this
national trend by enacting a refundable state EITC equal to at least 20% of the federal EITC. T¢
claim the credit, a lommeome taxpayer would simply multiply their federal EITC claim by the
percentage amount and enter the result on their state tax returns. A state EITC will partially
offset the effects of the regressive general excise tax, supplement the federal EITCOs incentive
choose work over welfare, and create opportunities fordome families to save and invest.

1.4 Increaselte income ax threshold
The income tax threshold is the level at which earned income is subject to the income tax. Ever
after tax cuts instituted during the 2006 legislative session take effect, HawaiOi will continue to
have one of the lowest (worst) income tax thresholds in the’niatiotiher words, state policy
is eroding the incomes of people who have the hardest time supporting themselves. Ironically,
state taxes on the most needy make them even more dependent on programs that are funded
state taxes. The goal could be to eliminate income taxesraolow-earners without eroding

overall tax revenues. State lawmakers could consider 1) revising

now tax brackets so that households making 125% ofdleeafF
5 , _ Poverty Line or less pay no income tax, and 2) provide some
ItOs hardE | used to work two jobs method of indexing the tax brackets and standard deductions
and (my girlfriend) works five jobs. | i .
work for the hotel industry. At least over time so that they do not become continually more
half of the kitchen staff in the hotel oppressive with rising inflation.
works two jobsNtwo  full time jobs. *°

10
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2. TEACH ASSET-BUILDING

One law passed by the 2006 HawaiQi State Legislature and signed by the Governor changed the
designation of April from @@ncial Literacy for Youth MonthO tin@cial Literacy Mont2O

While this may seem trivial, it is a positive sign that the
recognizes the relevance of financial education in the [
overall economy and in helping families build assets.

Those days, those who knows how to save like

LA me, well, we save money. But those who only
FOftUﬂ&tE'y, HaWaIOI haS many elements tO develop a. wanted to go around’ those are peop|e that no

system of financial education: an organization dedicatg more money. (Laugbhsk)J Plenty Filipinos (like me)
. : : . L B broke their money by buying new car.
financial education in schools and teacher training (th CHSN oA
HawaiOi Council on Economic Education), organizatiogey e ek s R R e e AL
that implement financial education programs, strong ANttt
thatOs why they cannot save money. In fact,

support from HawaiOiOs U.S. Senator Daniéf, Alkaka [

state leaders who are aware of the issue. Me, | bought my own car in 1939. | can go to
town. | can make money, so | donOt have to

. worry about the car payment. | take passengers
Policy Componens: to town, Honolulu side.

2.1 Maximize financial educabn opportunities for youh
The No Child Left Behind era for public schools has created challenges for all OperipheralO
content areas vying for valuable instructional time. Nevertheless, public and private funding can
support efforts to effectively teach financial skills to youthNwhether woven into classroom
lessons, taught in aferhool programs and community assemblies, integrated into club and
athletic activities, or led by partner organizations.

2.2 Encourage panterships betveen financial insttutions and schools
Delaware, New Jersey, lllinois and California have implemented OBank to SchoolO programs
where bank branches ardawated in schools to provide full services and be a learning resource
for students and their parefitslawaiOiOs banks and credit unions can explore this strategy and
other partnerships that increase financial understanding and make banking services more famil
and accessible, while simultaneously cultivating new customers.

2.3 Creat public awareness of financial educein
There are many resources to help HawaiOiOs people understand financial matters, but there is
limited demand for them. The symbolic designation of Apriires&& Literacy MonthO is a
start. The next step is expending public and private resources to raise awareness, teach simple
lessons, and point people to those resources.

2.4 Integrate financial educaton into Department of Human Services programs
Recipients of Temporary Assistance for Neadylies (TANFN commonly known as welfare
paymentsN must now meet heightened work requirements. Because of this, many recipients dc
not have the additional time to invest in Bkilding activities, such as financial education. As
such, job readiness programs anthefob training programs should integrate financial
education into their curricula. In addition, the HawaiOi Department of Human Services can look
for ways to teach financial literacy and createbagdetg opportunities in all of their activities.
lllinois provides a twelNeur financial education program that counts as a work activity and
has found 80% of participants do a better job of budgeting and tracking expenses. Many have
opened bank accounts and rely less on fringe financial services such as p&yday loans.

11
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2.5 Encourage financial educabn in the workplace
Financial education offered at the workplace can help employees avoid personal financial
problems that can lower their productivity and cause higher absenteeism, turnover, and stress
related illnessé&sThe federal government has
implemented a retirement financial education progr| now
for their employees._State and local governments c Having access to financial information
the same.ivate businesses can provide financial was a big help. | wouldn®t have been
education as an employee benefit. Likewise, uniong paying a $750 car payment if | knew
provide financial education programs as a member| i i it 1om dot fiee. | have mere

benefit. State government could create incentives, { money in my account than | could have

provide resources, to support all of these efforts. | dreamtofand I have alot more
confidence. | can look to the future
57

instead of day-to-day.

12
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3. BREAK DOWN BARRIERS TO ASSET-BUILDING

In the past, workers on HawaiOiOs plantations often h

choice but to buy necessities at a plantatinied store. then

Wages were recycled within these companies and, be

One day, (my) brother bought a washing

wages were too low to cover their cost of living, Worke e RN N e e T e
often fell into debt with their employer. paying for the machine was deducted on the

Options for lonincome workers to access affordable

food bill. That made it pretty tough because we
accumulated a balance in the plantation store.
See, you owe your life to the company store.

goods and services have improved, but people still faCHR e RN BT EVE Lo
significant obstacles to building a secure financial futu I AU A

seventy-five cents a day.O Now that was

TodayOs barriers to absétling are created by free mar supposed to feed my two brothers, my wife, my

forces that leave certain communities and families child, and myself.
underserved and by unscrupulous and socially uncong
businesses that practice predatory lendingpefmore, government policies are creating additional

59

barriers and disincentives for families to build assets.

Policy Componens:

3.1 Decrease or eliminawork and savings disincentes in governmentbenefits programs

Government policies intended to help the poor pose some of the greatest barriers to escaping
poverty. Income criteria and asset limits (sometimes called an Oasset testO) are used to detern
eligibility. Benefits likeoBd Stamps, TANBnd Medicaid are reduced or retracted as a

recipientOs income and assets increase. Often, the value of the benefits lost outstrips the value
gained through work or saving. Thus government often eadsaypagihg economically

rational person to choose welfare over work. To remedy this, states can eliminate or increase
asset tests and adjust income criteria to create rational incentives for people to realistically worl
their way out of poverty.

In November, the HawaiOi State Department of Human

now Services implemented a new policy that disregards some of a
i ety e e o () SHEms. familyOs increases in income when determining benefit

| was $10 short, ~ $10, of being ineligible. | eligibility in order to encourage work. This idea is a good one,

TS (EITE) (fine Il el E), OIS but without additional measures to increase or eliminate the

if | get (my annual) raise in two weeks, | . - . .

disqualify myself because 1Om doing a asset tests or providing easy access to savings vehicles that are

good job?0 | want to maintain my job, but exempt from the asset test, the state will create an incentive for

my kids and | need that benefit to

survive.

50 recipients to spend all the extra income they earn. Ohio, and
Virginia more recently, simply eliminated their asset tests for

TANF. Since it did so in 1997, Ohio has experienced steady declines in ¢ Admoatislf

of all states have eliminated asset tests for families on Medicaid, and they have found that the
cost and time savings in administering the program have far outweighed the cost of any
additional caseloals.

If they are not removed, HawaiOiOs asset tests could at least be substantially increased. Becat
they are not adjusted for inflation, the asset limits in HawaiOi are completely out of step with the
amount of assets one might need to have minimal financial security.

3.2 Adoptfederal ant-predatory mortgage lending sandards

Predatory lending, which strips families of their éanged assets, is harmful to families and the
state economyré&datory practices include excessive fees, equity stripping (scams where the

13



) hoOowaiwai
E Asset-Bilding Policy for HawaiOi

homeowner loses the equity in their home)raiskdisparities (in which borrowers are charged

a higher interest rate than risk can justify for a loan) and excess for&dHzsuaédi is among

the 23 states that have no anéidatory lending policies to curb these and other abuses in the
mortgage industry. Eighteen states have adopted state versions of the existing federal law, and
the rest have even tougher standaiidshave no policy in a time when home buying is at a
fevered pitch leaves families and communities at risk. At the moment, HawaiOi has the second
lowest (best) foreclosure rate in the cofittgwever, some fear that the recent flurry of home
buying was fueled, at least in part, by subprime loan products that could lead to significant
numbers of foreclosures when interest rates rise and the economy cools.

3.3 EnactState AuditorOs recommendains on payday lending
Many check cashers and payday lenders charge unscrupulously high fees to their primarily low:
income customer base. In her December 2005 Sunrise Analysis, which looked at whether to ad
new regulations for check cashers and payday lenders, the HawaiOi State Auditor had three
recommendations: 1) require payday lenders to post fees and annual percentage rates, 2) redu
the maximum allowable fee for a loan, and 3) institute mandatory registration with the
Department of Commerce and Consumer Affairs (HawaiOi is one of three states that does not
require special licensiffgkiven the AuditorOs analysis of this issue, the next logical step is for
HawaiOi to enact these recommendations into law. An effort to do so stalled during the 2006
legislative sessiBThese simple regulations would help protect the assets of many people in
HawaiOi, particularly military families who are some of the largest users of payday lending
service$.

3.4 Free upitapped equity on Hawaiian Home Lands
The trust status of Hawaiian Home Lands is a major barrier in efforts to direct capital to Native
Hawaiian consumers and business owners. Because trust lands cannot be sold or encumbered
a mortgage, and because many banks are unfamiliar with government credit enhancers and ott
financial products designed for lending on trust lands, banks often avoid lending to Hawaiian
homesteaders entirely. Not only has this resulted in fewer home mortgages on Home Lands, it
also makes it virtually impossible for homeowners on Home Lands to borrow against their
accumulated home equitgr Fhany Native Hawaiians, then, the primary asset they have
invested in is virtually worthless for purposes of leveraging additional investment. The Council
for Native Hawaiian Advancement estimates $500 million of equity is OtrappedO due to these
policies? Two steps could be taken to free up this trapped equity: 1) the state could offer and
publicize a loan guarantee to lenders who make home equity loans to homesteaders, and 2) the
viability of serving this market could be tested by an alternative lender specializing in these loar

3.5 Ensure hedt coverage for all
Lack of access to health care create some of the most significant and formidable challenges to
building assets. Unexpected medical problems and their costs are a leading cause of personal
bankruptcy. Medical bills can quickly erode savings, particularly for someone who is just starting
to build assets. Since 2000, The HawaiOi Uninsijeetlifas kept a diverse group of
stakeholders focused on the many different aspects of health coverage issues in HawaiOi
including enrolliment of all people eligible for governgpamisored insurance, and getting
health insurance to the saffiployed and others not covered by Hawaipiéld Realth Care
Act. New policies based on this research and dialogue could give HawaiOiOs families peace of
mind that their hardarned assets will be better protected against misfortune.

14
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4. HELP PEOPLE SAVE

Government incentives and subsidies to save and Ny
disproportionately benefit those with higher incomes _ _
greater wealth. If loimcome working families have During the wartime, there was money galore,
.. - . but where were you going to spend it? Was

access tO Slmllar OppOrtunltleS, they tOO Wl” be able t rationing_ | mean, you couldnOt buy anything
participate, as consumers and investors, in their glse,;o vvlhat_dg y?jul dlo' g‘t‘ ?ut Oﬁm into bonds.

S H 0 when qwt ora Islan efore the war
communities. More options must be created foranu/- [Py
moderatencome people to save and invest while

receiving similarly scaled incentives and benefits.

Policy Componens:

4.1 Improve and gredy expand HawaiOiOs IDA programs
Individual Development Accounts (IDAs) are matched savings accountsriooioey-
families. They can be powerful vehicles for building financial wealth in pursuit of specific
goalsNusually buying a first home, paying for college, or starting a business. Government
and/or private funding (often from charities or financial institutions) provide a match for IDA
contributions much like an employer matches a contribution to a 401(k) retirement plan.

Currently, HawaiOiOs IDA programs are relatively small, privately funded efforts of nonprofit
organizations. A common challenge for IDA providers is a lack of adequate organizational
capacity and administrative funding.

In 1999, the state created a tax credit for donors who match IDA contributions. The credit was
intended to help organizations build IDA programs, but the credit never got off the ground and
has since expired. HawaiOi has not yet discovered the full potential of IDAs. Adjustments to
permitted savings objectives, eligibility criteria, time frames, and other policies tméd fine-

IDASs for HawaiOiOs unique environment. The first obstacle, however, is ensuring IDA program:

have adequate resources.

HawaiOi could follow the lead of states that provide direct funding for 1) the matching portions
of IDAs, 2) technical assistance provision, and 3) administration of IDA programs. Some of
these states use Community Development Block Grant (CDBG) fundsfundsiFand/or
general funds as funding soufcBgauthorizing the tax credit to donors and allowing for
administrative expenses could also help HawaiOiOs programs reach a sufficient scale.

4.2 Promot and facilitate the use of EITC refunds for savings
The EITC refund presents a great opportunity foinoame earners to fund an IDA,

retirement plan, or other savings account. States can make this easier by encouraging people t

directly deposit refunds, and allowing Orefund splittingONallowing the taxpayer to deposit at
least a portion of their refund directly into a savings vehicle. This simple accommodation can
spark savings. In 2007, the federal government will allow federal tax refunds to be split among
up to three accounts and states are looking to do th& same.

4.3 Encourage OoptutO raher than OoptinO reirement accounts
Research shows that employeesNparticularly those with lower incomesNare much more likely
to participate in employbased retirement savings programs when they are automatically
enrolled upon employment; i.e. when the employeeOs choice is whether oonddftthept
program? Given the uncertainty of Social Security benefits and the erosion of traditional
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pensions, it is in everyoneOs interest that people have sufficient savings for retirement.

Companies that adopt this practice, perhaps with encouragement from the government, will be

making an important contribution to HawaiOiOs future.

4.4 Sate maftches for college savings plans for low- and modeeaincome families
Since qualified withdrawals from state college savings plans (529 plans) have become tax-
exempt, many middland higheircome families have shown greater interest inthém.
other asset policies that seek to encourage taxpayer behavior through the taxasate, low-
moderaténcome familiesNwith limited tax liability and/or disposable incomeNhave less
incentive to participate. The result is that the benefits are concentrated amangdrigher-
households. Six states have offered to match the 529 investmentsimédoveefamilies to
encourage more equitable participation in this important progtaime goes one step further
by providing an initial $50 per child to start a 529 plan, helpiimgdome families meet

minimum deposit requirements.

4.5 Creag¢ a Universal ChildrenOs Savings Account
There are approximately 18,000 resident births in HawaiOi'behgeaate could open an
account and provide a starter deposit (which could be largerifaxdowe-families) for every
child born in HawaiOi. The account can grdinetaand be used for college, a home,

now

Every payday | would take turns buying one
kid a $25 bondE So, when | can afford toE |
invest in my kids now, for something in the
future. | set stipulations up: OYou like your
stock and bonds, in 30 years, | can see you
using it toward investing in your family by
purchasing a house, by purchasing a car, or if
you want to continue college.O So my
investment now is something 1Om not going to
see yet, but | know by me accumulating that
now and just working on it when | can, | have
something for them later on

retirement, or other stated purposes. Congress is
considering a national version of the universal childrenOs
account, and Kentucky has set up a commission to
develop a state versidiThe initial deposit, with
compounding interest and additional deposits, such as
from Earned Income Tax Credit refunds, Child Tax
Credits and other sources, would provide a significant
foundation for every child in HawaiOi, particularly those
with no other assets. It would provide a vehicle for
savings and a tool for children and parents to learn the
value of saving and investment.
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5. HELP PEOPLE START BUSINESSES

Developing HawaQC)jC)s entrepreneurial environment is eSS
improving HawaiOiOs overall economy. Despite a good sup ' _
willing entrepreneurs, HawaiOi has struggled to support the |t Wil

. . . X . pooling money) to help these guys outE
the technical assistance, regulatory climate, and financing [Ny NIy

necessary to thrive. toNeverytime, when they buy the boat (for
their fishing business), they need money, so

i . i cannot borrow money from the bank, so got
Business ownership can also be an effective path out of PO R R Rt LR

Indeed, it has often moved families squarely into the middlcjRiE.
MicroenterpriseNbusinesses with five or fewer employees tha
can benefit from a start up or capitalization loan of $35,000 or lessNcan provide income to
supplement low wage jobs, and potential for full timerspléymen® HawaiOi has thé"t8ghest
ratio of microenterprises per 100 wofkges astonishing fact to those who think of HawaiOi as a
poor place for business. HawaiOi can take a number of steps to unlock this potential.

Policy Componens:

5.1 Effecively utilize federal funding steams b support microenterprise
Eight states use Workforce Investment Act and TWNés for microenterprise training, and
fourteen states support microenterprise with Community Development Block Grant (CDBG)
funds® In HawaiOi, CDBG funds have been used for microenterprise training with varying
degrees of success. A more coordinated, more comprehensive, and better resourced approach
could greatly improve results.

5.2 Supportfor Community DevelopmentFinancial Institutions (CDFIs)
CDHls provide financial services to underserved populations and markets. These organizations
are often the only source of financing for entrepreneurs imclonve and rural communities.
They rely on funding from the federal government, commercial financial institutions, and
foundations to build and sustain their operations. The state can improve the health of HawaiOiC
few CDHs with tax credits to stimulate private funding or direct funding. Twelve states
currently provide similar supp®irt.

5.3 Leverage oppottnities to supportnew Native Hawaiian businesses
Native Hawaiians constitute roughly 20% of the stateOs popéla2ad6 study by the U.S.
Census found 7,580 Native Hawaiianed firms in HawaiOiN7.6% of all firms in HawaiOi
accounting for over a billion dollars in revefigignificantly, the number of Native Hawaiian-
owned businesses has been growing at a faster pace than businesses as a whole, creating nev
opportunities for many HawaiOi residents. The Native Hawaiiannaahthe Office of
Hawaiian Affairs is being revamped to better assist Native Hawaiian entréirengnanss
such as this one, utilize federal and other funds to help build wealth and opportunity in HawaiOi
The state government and others should continue to look for ways to leverage these unique
funding opportunities and support existing efforts to spur continued creation and growth of
Native Hawaiiaowned businesses.

5.4 Allow unemploymentbenefits for ime-specific self-employmentallowances

Eight states have programs to help unemployed persons start their own businesses with the he
of unemployment benefftsParticipants in these SElfaployment Assistance (SEA) programs
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must be eligible for unemployment insurance; permanently laid off from their previous jobs;
identified as likely to exhaust their benefits; and participating in activities such as entrepreneuriz
training, business counseling and technical assistaticipaRts in SEA programs receive

weekly payments while they worktfole on starting their busines&es.

5.5 Crea¢ and supportan employee ownership ceetr
HawaiOi could follow the lead of several states that support employee ownership centers, whicl
offer education, technical assistance and other resources to cooperatively owned businesses. 1
Ohio Employee Ownership Center is a sapported universityased center that assists
employees, unions and business owners interested in exploring employee ownership. Such a

now

I donOt see it (the money)E | told (my wife)
just put it away. The IDA is there for a reason.

My wife has been doing the research for her
washerette businessE Our mother and father
are getting older, Del Monte is closing down.
My dad is 80-something years old and heOs
been at Del Monte all his life. We were
thinking maybe if we can open this business,
they can work comfortably helping us. The
IDA can give us the possibility to open up this
business. #

center could help HawaiOi companies develop
Employee Stock OwnershifaRs (ESO8)Nan
employee benefit plan that provides tax benefits to
business owners and a stake in the company to
employeed.
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6. HELP PEOPLE BUY HOMES

A home is the ultimate asset for a family in HawaiOi and [t
largest component of household net worth for most
Americans. But that which makes housing so valuable a evé:‘ysfv‘ié‘;gsg‘; L;'Z (ffzh\:\r/gaalr?g)a?lr;cautcig |
costly in HawaiOiNlimited land and a fragile environme n e ey PR R
along with an insatiable offshore demandNalso make for gEuREEE SR ISR ULIUEUCRRN
extreme housing challenges. These challenges mean th I‘zf,““;(')‘;‘q’"r:;ég‘iopg‘giaiﬂ‘ijfg’wggh ont This is
housing policy that is meralgygomis innovatiaedas My wife says, ONo, our money is running low.
proacties typical U.S. statesO is simply not good enoug IR ek LTI LTSRS .
HawaiOi. HawaiOiOs approach to helping its people bec EY'O?({O%!%L'WK;‘&“;*;?;,L?‘t’ﬁri{,;“him‘;fyﬁ?d
homeowners must be aggressive, comprehensive, COoOr I R RN A EER LRI
and efficient. Since we have the greatest challenges, we Eﬁtléh?wﬁin i ngttﬁ’o::ﬁ]g'g‘ﬁffm;
mount the greatest effort. living in town, weOd come up every weekend and
haul coral until we were blue in the faceE

Almost all of HawaiOiOs focus has been on the supply oG ERICE LT RIE:
Oaffordable® housing for rent and purchase, but this is (ki

partial solution. Construction of affordable housing in sucha

hot market means significant private and public subsidies. Developers often couple affordable
projects with higlend luxury housing to make up the difference in lost profits. The consequences

of these projects have inflamed a separate debate about the prudence and sustainability of additiol
development in HawaiOi.

Supplyside strategies are indeed necessary, but the acute needs and vexing issues surrounding th
approaches often blind us to the fact that supply is only half the problem. As they tackle supply
issues, HawaiOiOs policymakers must simultaneously investémavity-$iggroaches that

increase the ability of residents to buy homes.

Policy Componens:

6.1 Supporhomeownership educabn and counseling
Counseling is very important to help firee homebuyers successfully resolve credit issues,
sort through lending and down payment products and opportunities, and defend against
predatory practic&HawaiOi has a number of organizations helping people move toward
homeownership. These include the HawaiOi HomeOwnership Center, Hawaiian Community
Assets, The Department Of Hawaiian Home LandsO Home Ownership Assistameead
others. Support for these efforts could be multiplied many times over to help them meet the
high demand for services and help HawaiOi collectively learn about what types of services work
for different people. Government can increase funding for these services, provide gap services
of its own, and promote homeownership education to the general public.

6.2 Increase governmentunded first-time homebuyer assisince
For many lowand moderat@come earners in HawaiOi, the prospect of saving enough for the
down payment and closing costs needed to buy a home is formidable. Evexcdrigber-
families often must seek help from relatives to overcome this obsliaelnd-the lead of
other states, HawaiOi could provide grants for down payment assistance (like 24 other states),
and/or expand current mortgage assistance progtdarsy states outdo HawaiQiOs efforts to
support firstime homebuyers despite the fact that the homeownership challenge in HawaiOi ha:
no equal.
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6.3 Provide exta supportfor IDAs intended for homeownership

Given HawaiOiOs housing challenge, it may be desirable for government, banks and philanthro

organizations to increase the match when an IDA is set up for homeownershigoAtieree-
match ($3 matched for every $1 saved) or more may be necessary to help people build up a
realistic amount of funds.

6.4 Develop and encourage employer-asssthousing programs

Employers can play an important role in helping their employees become homeowners through
forgivable, deferred, or repayable second loans, grants, matched savings plans, or homebuyer

education progranfsHawaiOi could follow other states that encourage erapsisted
housing (EAH) programs. Such puplieate partnerships could be broadly developed or
targeted at certain industries and workforce segments.

6.5 Promote federal programshat support homeownership opportinities

HawaiOiOs state housing policy has been understandably preoccupied with homelessness and
severe shortage of affordable rentals. Earlier in 2006, a Joint Legislative Housing and Homeles:
Task ferce reported that HawaiOi would need an astounding 44,190 new housing units during

the period from 2005 to 208®But while that situation is being addressed, HawaiOi could more
actively pursue and promote opportunities foincame households to access federal
resources to save for homeownerstapekample, the Section 8 HomeownerstagrBm
allows Section 8 (the federal program ofdoame housing assistance) participants to use their
rental vouchers to cover mortgage rather than rental payments. Some state and local

governments are working with public housing agencies to maximize Section 8 voucher holder

participation in the program. In addition, the fedarallif SelSufficiency (ES) program, also
administered through public housing agencies, allows Section 8 voucher holders and public
housing residents to build savings in an escrow account, which can later be used for a down
payment or other uses. A 2004 study of 8&grogram found that the median escrow account

disbursement for program graduates nationwide was $3,351 and that a common use of the func

was for a down payment on a h&hihe state of HawaiOi could play a role in encouraging
greater participation in this program.

6.6 Alernative approachesa increasing he supply of housing

The free market in HawaiOi will not produce enough affordable housing for residents. There are

too many more profitable uses of land in HawaiOi. The unavailability of land, a lack of

infrastructure, and permitting processes further hinder timely solutions. Developer requirements

and incentives alone may not provide a satisfactory solution. The Department of Hawaiian
Home Lands is helping the overall situation by accelerating the

ow construction of homes for qualifying Native Hawaiians on
Hawaiian homestead lands. Other approaches that could be

Owning a house, | thought wasnOt supported are: 1) community land trusts for housing where a

AIRIELEIE, B el iriers, U (@ nonprofit landowner creates a situation where families need only

save the money at first, starting with . . . . .

Jero, was tough, but | needad to start come up with the price of the house; 2) housing cooperatives

somewhere. | was surprised how much where residemtiembers purchase a share in a corporation that

| saved last year. | decided to do owns the building where they live; and 3hsdfhousing where

automatic deductions (into my IDA) to . d . y T Lz

make sure | did it and now | am a lowincome family can invest with Osweat eduityO.

motivated to save. ¥’
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CONCLUSION : DEVELOPING AN ASSET-BUILDING MOVEMENT

Major milestones in HawaiOiOs economic history include: the rise and fall of plantations, dismantlir
discriminatory labor practices, building a strong safety net for the poor, establishing substantial
worker benefits, and developing a tourist industry. A successhuiisgtmovement in HawaiOi

would be no less significant for the people of HawaiOi. As such, it will require the same kind of
substantial, broad, and sustained support that moved those previous efforts. Toward this end, there
are roles for foundations, nonprofits, businesses, government agencies, lawmakers, and others.
These roles include:

1) Researching, drafting, grabsing sate and couny legislation that support asset-
building.

2) Advocatng for change in public policy and business practices to recognize the importance
of assetbuilding.

3) Conducting research, discovering begpracticesin other jurisdictions, and tapping into
national resources on adsgteing.

4) Implementing assbtiildingpilot programs and adwities, measuring effectiveness, and
discovering ways to bring them to scale.

5) Maintaining data andhcking important indicators that reveal progress and challenges.

6) Building acoordinated sysem of expertse

where high quality programs for financial now

educatlc_)n, entrepreneur training, hom_e_owners People are assetsE extended families are
COUI’]SG“I’\g, and other areas are |dent|f|ed, assets, friends are assets, a community that
adequately resourced, and promoted. gets involved is an asset.

My two kids catch ride to school with their
. ) ) aunty, which helps me because | donOt have to
7) Raise public awarenessf the importance of pay for a car. Grandma picks them up.

N ; FE 1tOs everybody investing in each other in
assetsNdevelop broad educational activities th ..->° ways. Everybody who contributes to

promote savings, asset protection, and my kidsO lifek little do they know they are

investment. building these kids.
EltOs hard, but | do what | gotta do to make
sure my kids have what they need, and that

8) Clarify and, where possible, quantify how assq they will learn how to be self-sufficient. %
building carbenefit the overall sate economy

Awareness in communities and within individual families is already growing. Several local and
national foundations and local businesses are beginning to support innovative programs in HawaiC
Over the next few years, HawaiOi can take major steps on the path from isolated ideas, to a
coordinated movement. Together, we can substantially address the debts we owe to past generatic
and the investments we must make in future generations.
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