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People Need Wealth to Have True Financial Security.
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Wealth has 5 important functions for people, families, and communities



Five Enabling Conditions, and One Precondition, Must 
Be In Place For ANY Household to Build Sustainable 
Wealth.
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Households need each of the conditions below to be available to them –
and at the right time – to build wealth.



Most household lack the wealth they need to have 
true financial security. 
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Household Wealth by Decile of Net Worth 2019

Bars show median household wealth from lowest to highest wealth (based on Aspen FSP analysis of Federal Reserve Board 2019 Survey of Consumer 
Finances). At the median, households in the first wealth decile possess negative net worth.



At the Median, Only White Households Have Significant 
Wealth
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Racial wealth gaps are the result of centuries of systemic discrimination.



Disparities in Debt Contribute Significantly to Wealth 
Inequality
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Household debt holding rates, by percentile of net worth, 2019

Household debt holding rates, by percentile of net worth, 2019 (in $1,000s) 

● Nearly 70% of households saved money last year but most are cyclical savers. They save when they can, 
spend it down when they need to, and do not accumulate enough savings to purchase assets.

● Debt is a major part of the problem. 
● Lower-wealth households are more reliant on debt that helps them meet basic needs and manage volatility. 

Debt type Percentile of net worth 

Less than 20th 20th to 39.9th 40th to 59.9th 60th to 79.9th 80th to 100

Mortgage, primary residence 8.2% 22.6% 56.7% 61.5% 50.5%

Non-primary residence 0.7% 1.1% 3.0% 6.3% 16.8%

Credit card balances 45.0% 47.8% 55.9% 52.0% 21%

Vehicle loans 32.0% 34.1% 45.1% 42.0% 25.5%

Education loans 41.1% 19.1% 21.8% 17.1% 6.5%

All other debt 22.9% 17.8% 18.1% 14.5% 11.2%



Disparities in Debt Contribute Significantly to Wealth 
Inequality
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Median value of debts, by percentile of net worth, 2019 (in $1,000s) 

● Mortgage debt tends to be high for the 8% of the least wealthy households who own their homes - they 
may be the recent home buyers and are outliers in their group. 

● Student loan balances are somewhat high for the 6% of the wealthiest households who have them, but they remain a 
small percentage of their total debt.

Debt type Percentile of net worth

Less than 20th 20th to 39.9th 40th to 59.9th 60th to 79.9th 80th to 100

Mortgage, primary residence $150 $114 $110 $127 $213

Non-primary residence $25 $42 $40.5 $97.4 $177.3

Credit card balances $2 $1.9 $2.7 $3.5 $4.5

Vehicle loans $11 $11 $13 $15 $17

Education loans $34 $15 $18 $16 $21

All other debt $3.3 $2.18 $5 $7.5 $12



10% of Households Have Negative Net 
Worth

The number of households with negative net worth 
is growing.

● Wealthless recovery from Great Recession 
○ In 2007, 8% of households had negative net 

worth 
● In 2019, 10% of households had negative net 

worth (nearly 13 million) 
○ Black and Hispanic/Latino households are 

overrepresented in this population 

Student loans appear to be the primary driver
● We estimate that without student loan debt, about 

4% of households would have negative net worth  
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Racial Disparities in Debt are Drivers of Racial Wealth Gaps 
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Percentage of households holding debts, by racial and ethnic groups 2019

● People and families of color - especially Black and Hispanic/Latino people - are more likely to have credit card debt and “other
debt,” much of which undermines wealth-building.



Racial Disparities in Debt are Drivers of Racial Wealth Gaps 
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Median value of household debts, by racial and ethnic groups 2019

● White households hold the most debt but have lower debt service ratios and leverage ratios - indicating that they are able to 
build wealth through debt more effectively than others. 



Strategies to Address Debt Must be Implemented in Every Phase 
of the Wealth-Building Process

Debt-Related Strategies for Phase One: Amass Investable Sums 
of Money  

● Invest in more inclusive, equitable financial systems 
● Ensure everyone has the opportunity to build good credit 
● Reduce, eliminate, or forgive harmful debts 
● Regulate high-risk and high-cost products 

Debt-Related Strategies for Phase Two: Purchase Assets or Make 
Investments 

● Reduce student loan burdens for current borrowers and future 
students  

● Ensure that all mortgages borrowers are able to fairly build wealth 
through homeownership without racially disparate impacts 
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Debt-Related Strategies for Phase Three: Maintain Wealth 
● Reduce public fines and fees and eliminate racial disparities in who is penalized by 

fines and fees 
● Cancel student loan debt 
● Reform property taxation to prevent foreclosures of low-income homeowners 
● Improve struggling borrowers’ outcomes in processes to resolve debts 



Contact Us 
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KATHERINE LUCAS MCKAY
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The Aspen Institute
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Solutions to grow people’s wealth by addressing their debts (1/3)
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Solutions that ensure everyone has the 
opportunity to establish good credit 

● Incorporate more inclusive data into 
the most frequently used credit 
scoring algorithms.

● Limit the data that consumer reporting 
agencies can collect and how third 
parties can use both credit reports 
and scores.  

● Remove medical debt from credit 
reports. 

● Improve credit reporting dispute 
processes to ensure inaccurate 
derogatory information is not included 
in reports.

Solutions that invest in more inclusive, equitable 
financial systems:

● Increased public and private support for 
CDFIs, credit unions, and Minority-owned 
depository institutions. 

● Modernize the Community Reinvestment Act. 
● Limit the data that consumer reporting 

agencies can collect and how third parties can 
use both credit reports and scores. 

● Increase public and private investments in 
Native-led and Black-led financial institutions 
and wealth-building initiatives. 

● Solve for heirs' property and lands held in trust 
that individual owners cannot use as collateral 
or sell their interest in the asset. 



Solutions to grow people’s wealth by addressing their debts (2/3)
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Solutions that reduce or eliminate harmful 
debts

● Provide matches on short-term 
savings through employers and 
governments. 

● Offer emergency savings tools in 
combination with retirement savings 
accounts. 

● Increase regulation of expensive, 
high-risk loans including payday 
products and vehicle title loans. 

● Reduce the burden of government 
fines and fees. 

● Expand both Medicare and Medicaid.
● Expand access to and improve 

application processes for hospital 
charity care programs.

● Forgive medical debt.

Solutions for struggling borrowers to resolve debts:

● Strengthen debtors’ rights in financial 
transactions and debt repayment processes. 

● Limit the role of secondary markets for 
defaulted debt.   

● Reform debt collection litigation laws and 
regulations to ensure debts entering the legal 
system are legitimate and defendants are able 
to fully participate in their cases. 

● Provide public funding for legal aid services 
and attorney representation for LMI 
defendants in debt lawsuits. 

● Reform bankruptcy laws to help filers 
successfully complete the process.

● Enable people to protect more of their assets 
in bankruptcy. 



Solutions to grow people’s wealth by addressing their debts (3/3)
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Solutions that reduce or eliminate harmful 
debts

● Provide matches on short-term 
savings through employers and 
governments. 

● Offer emergency savings tools in 
combination with retirement savings 
accounts. 

● Increase regulation of expensive, 
high-risk loans including payday 
products and vehicle title loans. 

● Reduce the burden of government 
fines and fees. 

● Expand both Medicare and Medicaid.
● Expand access to and improve 

application processes for hospital 
charity care programs.

● Forgive medical debt.

Solutions for struggling borrowers to resolve debts:

● Strengthen debtors’ rights in financial 
transactions and debt repayment processes. 

● Limit the role of secondary markets for 
defaulted debt.   

● Reform debt collection litigation laws and 
regulations to ensure debts entering the legal 
system are legitimate and defendants are able 
to fully participate in their cases. 

● Provide public funding for legal aid services 
and attorney representation for LMI 
defendants in debt lawsuits. 

● Reform bankruptcy laws to help filers 
successfully complete the process.

● Enable people to protect more of their assets 
in bankruptcy. 



Solutions to resolve student loan debt 
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Solutions for today’s borrowers
● Cancel at least $30,000 of federal 

student loan debt per borrower.
● Eliminate negative amortization of 

student loans. 
● Reform federal student loan 

Income-Driven Repayment plans.
● Reform the federal student loan 

servicing system to improve 
borrowers’ outcomes and ensure 
that loan forgiveness programs 
work. 

● Offer student loan repayment as a 
workplace benefit. 

Solutions for that reduce borrowing and improve 
outcomes among future students: 

● Fully reform the structure and features of 
federal student loans. 

● Increase federal and state funding for 
need-based grants to college students. 

● Guarantee that federal student aid, 
including grants and work study funding, 
covers all of LMI students’ demonstrated 
financial need.  

● Supplement federal financial aid grants 
for LMI students.      

● Expand employer tuition assistance to 
more workers.


