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to the reader
In today’s economy, “working” and “poor” too often go hand in hand. The sad truth is that, in
21st century America, having a job does not ensure economic security. Increasingly, assets serve
as the dividing line between those families and individuals who are economically stable and
those who are not. And for families with limited income, the challenge to build assets and gain
economic traction remains formidable.
The Walter and Elise Haas Fund commissioned Building Assets While Building Community
because we have learned that, with support and incentives, low-income families can build
savings. However, the opportunity to leverage their savings into productive investments often
remains costly and out of reach. We also know that low-income communities throughout
the Bay Area are undergoing rapid economic development, generating the possibility of new
business and home ownership. But without committed planning from the stakeholders in
economic development, low-income residents are unlikely to reap these benefits.
This report proposes that economic development activities hold untapped potential to
support savings and create home, business and real estate ownership opportunities affordable
and accessible to low-income families. It also presents concrete strategies for structuring
neighborhood economic development activities to maximize asset accumulation for lowincome residents. While focused on the San Francisco Bay Area, these strategies are applicable
to communities throughout the country.

Amanda Feinstein
Program Officer for Economic Security
Walter and Elise Haas Fund

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

We hope the report will be a catalyst for further discussion of the interplay between asset
development and economic development. We offer it as a resource for practitioners, policy
makers, residents and funders committed to creating new opportunities for low-income
families to save, invest and build a secure economic future for themselves and their children.
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e x ec u t i v e s u mm a ry
In the past decade, a national asset-building movement has been working to increase
opportunities for low-income families to build financial assets — cash savings, stocks, bonds,
home, business and real estate equity. Interest in asset building as an anti-poverty strategy has
been fuelled by increasing public awareness of the importance of financial assets, as well as
income, in building economic security.
The movement started in the early 1990s with a focus on individual development accounts
(IDAs), matched savings accounts that encourage low-income individuals to save. The success
of IDAs has galvanized support for the development of a broader continuum of wealthbuilding opportunities for low-income families including access to financial education and
services, a growing number of savings tools, affordable investment opportunities, and assetprotection measures such as anti-predatory lending policies.
Asset-building strategies typically focus on people — individuals and families — as opposed to
places, the neighborhoods where they live. Increasingly, however,

practitioners and funders are exploring ways that economic
revitalization activities in and near low-income neighborhoods
can be a catalyst for asset building, moving families toward greater
economic security while at the same time strengthening communities
The following report explores a menu of savings and investment strategies, underway in
communities across the country, that could be included as part of local community and
economic development planning efforts. The Savings Strategies section describes an array of
matched savings accounts and other savings programs. It proposes ways that these savings
tools can be expanded through community and economic development, and how they can
more effectively be linked to affordable investment opportunities. The Investment Strategies,
section presents a range of approaches to structuring home, business and commercial real
estate investments to be more accessible to low-income individuals and families. The report
highlights relevant national and local examples, and it describes ways that foundations, local
government, nonprofits and the private sector could support the creation and/or expansion of
these strategies in San Francisco Bay Area communities.
Implementing any or all of the opportunities described in the report would help to ensure
that long-time residents of the Bay Area’s low-income neighborhoods have resources to save
and invest; the choice to remain in their communities when economic development efforts are
successful and real estate values appreciate; and the capacity to contribute — as consumers and
investors—to their local economy. In short, it would help to ensure that low-income people
prosper as their neighborhoods improve.

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

by ensuring that residents have the capacity to participate, as consumers and investors, in their
local economy.1



In t r o d u c t i o n
In communities across the country, a new dialogue is under
way about “asset-building” — strategies and supportive public
policies that enable low-income individuals to save and invest
in themselves, their children and their communities. Over the
last decade, the movement has grown, fuelled by the recognition
that while income and service-based strategies may help families
to move out of poverty, a job alone will not necessarily enable a
family to achieve economic self-sufficiency. Instead, low-income
families need access to a continuum of opportunities in order to
accumulate, leverage and preserve financial assets.2
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b u il d i n g a sse t s whi le
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For decades, federal and state policies have subsidized American
families to build financial assets through tax code-based incentives like the home mortgage tax deduction and tax-benefited
retirement and education savings accounts. But the benefits of
these policies have not been accessible to millions of low-income
families: Those who lack the resources to cover a down payment
or mortgage on a home, whose members work in jobs that don’t
offer tax-benefited retirement accounts, or those families that
have insufficient tax liability to take advantage of tax credits or
deductions. In fact, a recent national report showed that onethird of federal asset-building tax subsidies accrue to the top 1
percent of households and that the bottom 60 percent of households receives less than 5 percent.3



Today, more than a quarter of U.S. families are asset-poor—they
could not live at the poverty level for more than three months
without public support if their income were disrupted. And
wealth in America is heavily concentrated: The richest 20
percent of families hold more than 83 percent of the nation’s
household wealth — and the bottom 60 percent holds less than
5 percent.5 From the perspective of race, the data is stark: 52
percent of African American children and 54 percent of Latino
children are starting life in households with few, if any, resources for investment.6 The median net worth of white households is
ten times that of African American households and 35 times that
of Latino households.7

Contra Costa
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San
Mateo
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Santa Clara

san francisco bay area
County	Asset 	Income
	Poverty Rate	Poverty Rate
Alameda

29.0%

9.1%

Contra Costa

19.9%

6.1%

Marin

18.2%

5.7%

Napa

24.0%

7.2%

San Francisco

37.4%

10.6%

San Mateo

22.8%

4.4%

Santa Clara

22.8%

5.4%

Solano

25.0%

6.9%

Sonoma

22.8%

5.8%

Source: Local Asset Poverty Index (LAPI), produced by the Asset Policy Initiative of California, 2005.

The asset-building movement
The asset-building movement has grown in
response to these challenges. The movement
began in the early 1990s with the development of individual development accounts
(IDAs), savings accounts that offer low-income individuals an incentive — matching
funds for each dollar saved—that they can invest in a home, business or higher education.
An evaluation of a national IDA demonstration showed that even families with very little
income will save and invest, if given appropriate incentives.8
The success of IDAs has galvanized support
for the development of a broader continuum
of wealth-building opportunities targeting
low-income families. The continuum includes

access to financial education and services, a
growing number of matched savings accounts
and other savings tools, affordable investment
opportunities, and asset-protection measures
such as anti-predatory lending policies and
alternative financial products. (Please see Continuum of Asset-Building Opportunities, page 11).

infrastructure of communities. For example, research shows that asset ownership contributes
to greater levels of community involvement,
higher levels of participation in individual and
collective political action and greater participation in voluntary organizations.11

The framework of an asset development continuum recognizes that the starting point for
each low-income family may be different. For
some families, opening a bank account with
a mainstream financial institution to reduce
spending on high-cost payday lenders and
check cashers will be the first step. For others,
it will be financial education or counseling to
clean up a poor credit record. And for others still, the process may start with opening
an IDA account and attending homebuyer
education. Local initiatives are under way in
communities across the Bay Area to increase
these types of asset-building opportunities.10

Asset-building and local community/
economic development 12

Increasing the capacity of Bay Area families to
be savers and investors in their communities
promises economic and social returns. Expanding opportunities for families to build financial
assets enables them to weather economic
crises, upgrade their job skills and invest in
their communities. Building family assets
helps to strengthen communities by ensuring
that residents have the capacity to participate—as consumers and investors—in the local
economy. And it helps to strengthen the social

This report addresses the savings and
investment parts of the asset continuum. It
describes a menu of asset-building strategies
that can be included in local economic
development and community development
planning in order to help low-income
residents save and invest, in themselves and
their communities.
Typically, local economic development efforts focus on improving the infrastructure
of economically depressed areas, under the
assumption that local residents will benefit as
the physical environment improves. But for
asset-poor residents — who do not own homes,
businesses and real estate in their communities — this is too frequently not the case. When
public and private investment flows into their
neighborhoods and real estate values appreciate, they often are the first to be displaced.
Thoughtful economic development planning
increasingly includes strategies to help local
residents benefit from the new jobs and

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

The lack of savings and investment
opportunities for low-income families has
both social and economic costs. Asset-poor
families have little or no cushion to survive
a wage earner’s job loss and usually must
turn to public assistance. They cannot afford
to improve their education or job skills, and
they have no resources to invest in a home,
a business or higher education for their
children. Many do not have health insurance,
so the illness of a family member can quickly
deplete their minimal savings. They cannot
afford to plan for retirement, and they cannot
pass assets on to future generations.



services that are generated. However, supporting residents to build financial wealth, as a
direct result of economic development, is rarely
a priority. But it could be: Public investment in
commercial or residential development projects
through direct subsidy, tax benefits or other
means could leverage private sector support for
savings and investment opportunities for lowincome residents. Philanthropy could support
innovative strategies and partnerships between
public and private non-profit stakeholders
engaged in the community revitalization
process. And city and regional leaders could
create a forum for public dialogue about the
costs of asset poverty and benefits of asset
building solutions.

Purpose and organization of this report

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

This report aims to be a resource and catalyst
for discussions among local elected officials,
public agency staff, and foundation, business,
nonprofit and community leaders, who are
committed to the economic advancement of
low-income individuals, families and communities. The report explores a number of ways



that community and economic development
activities could be leveraged to create new
incentives for low-income residents to build
their savings. And it presents a range of ownership structures that can be used to make
investments in a home, business or real estate
more affordable and accessible.

It begins with a summary of opportunities that emerged from the research and is
followed by a more detailed menu of savings and investment strategies that could
be implemented as part of local economic
development and community development
planning processes. The menu provides a
basic description of each strategy, along with
select local, regional and/or national examples. It is meant to serve as a primer regarding
the various strategies; it does not aim to provide a cost-benefit analysis of each strategy.

Challenges posed by the Bay Area’s
high-cost marketplace
The high cost of real estate in Bay Area communities poses particular challenges to some
of the investment strategies described in this
report. For example, the high cost of land and
building materials has increased the amount
of public subsidy needed to build affordable rental and ownership housing. Some
public and nonprofit sector stakeholders are
concerned that directing public attention
and resources to affordable homeownership
opportunities may drain these same resources
away from subsidized rental housing accessible to lower-income families.
These trade-offs are already being discussed
in Bay Area communities, but the discussion
need not be about a zero-sum game. Many of
the strategies described in the report—such as

limited equity cooperatives and community
land trusts—include limited equity formulas
that both preserve public subsidies, over time,
and provide residents with asset-building
opportunities. Other strategies—such as
shared equity homeownership and employerassisted housing—bring new resources into
the housing market by enabling private sector,
labor, philanthropic and public sector
stakeholders to invest in homeownership in
partnership with low-income households.

Evaluating risk
The investment opportunities described in
this report offer low-income individuals and
families access to a potential return — but risk
is inherent in every investment. For example,
while homeownership has provided high
returns in recent years — and steady returns
over time — it is unclear how housing values
will respond to rising interest rates and
changes in regional and local markets. And
all business ventures are risky —failure rates
are high, particularly in the start-up phase.
Finally, commercial real estate investment
has historically been kept out of reach of
low-wealth individuals because of high-risk
levels —but an inability to invest means that
community residents also have been barred
from reaping the high returns associated with
successful development, returns that often are
subsidized by public resources.17

The following menu of strategies does not
include a detailed assessment of risk and
return. Such an assessment should be part
of any local planning processes in order to
evaluate the costs and benefits of different
approaches. Furthermore, implementation of
local strategies should include the provision
of financial education and advice to local
investors so that they will be able to make
their own informed choices.

Hi g hl i g h t s:
E me r g in g O p p o r t u ni t ie s
The following are highlights of emerging
opportunities for foundations, public and
private sector leaders to support assetbuilding strategies in Bay Area communities.
Note: The strategies presented below are described
in detail in the following section of the report,
Menu of Savings and Investment Opportunities.

sav ings str ategies

and moderate-income families.
Redevelopment agencies could explore
using a portion of these “affordable
housing set-aside” resources as
matching funds for families to save for
homeownership in IDAs or IDA-like
matched savings accounts.

1. Expand the supply of IDAs    

The demand for IDA savings opportunities
among very low-income families far
outstrips supply in most Bay Area
communities, largely due to a limited
amount of matching funds.18 In addition,
low-income working families earning
more than 200 percent of the poverty
level (about 40 percent of the area
median income, or AMI, in most Bay Area
counties) are not eligible to open IDA
accounts that are matched with federal
Assets for Independence Act (AFIA)
resources.19 These low-income families,
who are more likely to be ready to move to
homeownership, have few opportunities to
save for purchasing a home.
City agencies, foundations, the private
sector and individuals all could play a role
in expanding the supply of unrestricted
matching funds available to encourage
very low- and low-income families in
the Bay Area to save. The following are
some specific opportunities to allocate
local resources in a way that expands IDA
savings opportunities.
R

Allocate a portion of Redevelopment
Agencies’ affordable housing set-aside funds
as matching funds for IDAs — California
redevelopment agencies are required to
allocate a minimum of 20 percent of tax
increment revenues to support
affordable housing for very low-, low-

R

Use inclusionary zoning in-lieu fees as
matching funds for IDAs — Many Bay
Area cities have access to private-sector
resources to support affordable housing
emerging from local inclusionary zoning
in-lieu fees.21 Cities could explore the
feasibility of allocating a portion of these
resources to support low-income renters
to save for homeownership through
IDAs or IDA-like matched savings
accounts.

R

Increase the amount of public funds
supporting savings opportunities for lowincome families — Cities could increase
support for IDA program operations and
matching funds through the allocation
of city-controlled local, state and federal
funding.22

R

Build partnerships between foundations,
public and private sector leaders to create
pools of unrestricted IDA matching funds.

2. Encourage employers to make savings
opportunities available to low-wage employees

Private companies could play a greater
role in expanding the infrastructure
of savings opportunities available to
lower-income workers. Public sector and

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Some of the strategies described in the report
mitigate low-income investors’ exposure to
risk through provisions that put a floor on
asset loss (e.g. the San Francisco Redevelopment Agency’s limited equity formula); limit
a family’s risk exposure to a percentage of
its income or assets (e.g. the Jacob Center
for Neighborhood Innovation’s Community
Development/Initial Public Offering); or
disperse both risk and return among multiple
investors (e.g. worker-owned cooperatives,
broadly-held stock options, etc.).



philanthropic leaders could educate the
private sector about the economic costs
of asset poverty and the benefits of assetbuilding solutions including employer
IDAs, Lifelong Learning Accounts (LILAs)
and other workplace-based approaches.
3. Maximize eligible Bay Area families’ access to
savings opportunities through the HUD Family
Self Sufficiency program

The Family Self-Sufficiency (FSS) program
of the federal Department of Housing and
Urban Development (HUD) provides public
housing and Section 8 voucher holders with
a unique opportunity to save and provides
communities with access to federal assetbuilding resources. But, today, most Bay
Area Public Housing Agencies (PHAs) are
only able to serve a small percentage of
eligible participants due to limited HUD
funding to support program staff. Bay Area
communities could increase the amount of
federal FSS resources captured at the local
level by building partnerships—between
PHAs and city agencies, foundations,
nonprofits and other community-serving
institutions—that maximize the number of
accounts open to public housing residents
and Section 8 voucher holders.23
4. Maximize use of the Federal Home Loan Bank of
b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

San Francisco IDEA and WISH programs



The Federal Home Loan Bank of San
Francisco offers Bay Area residents
earning up to 80 percent of the AMI

matched savings opportunities to save for
homeownership through its Individual
Development and Empowerment Account
(IDEA) and Workforce Initiative Subsidy
for Homeownership (WISH) programs.
Public, private and philanthropic leaders could work with FHLB staff, member
banks, IDA and FSS program managers
and public housing agencies to maximize
and leverage the IDEA and WISH programs at the local level.
5. Maximize residents’ ability to access federal
EITC resources and invest them in assetbuilding opportunities

Efforts are currently under way in communities across the Bay Area to capture
federal resources available to working
poor families through the Earned Income Tax Credit (EITC). While local and
regional campaigns are proving successful
in enabling families to access their returns,
they have been less successful at connecting refund recipients to savings accounts
and/or investment opportunities. Public, private and nonprofit sector support
for making these asset-building linkages
could help local residents maximize these
federal resources. In addition, cities could
develop local tax credit initiatives—like
the Working Families Credit in San Francisco — to provide an additional incentive
for eligible families to claim the EITC.24

6. Support the establishment of children’s savings
accounts in Bay Area communities.

Children’s savings accounts, seeded with
public or other dollars, are an emerging
strategy for building savings for children of
low-income families. CSA initiatives could
be established in Bay Area communities
and supported by resources from philanthropic, public and private resources.

in v estment str ategies
Increase Opportunities for Families to Build
Home Equity
7. Support strategies that make homeownership
affordable to families earning less than 80
percent of AMI

Many Bay Area redevelopment and city
housing agencies are investing public
resources in homeownership opportunities
for moderate-income families—those
earning between 80 percent and 120
percent of the area median income (AMI)—
but they are doing little to create a supply of
homeownership opportunities for low- or
very low-income families, earning less than
80 percent of AMI.
The report explores strategies that could help
make homeownership more accessible to
lower-income households including: limited
equity cooperatives, self-help homeownership, community land trusts, manufactured

Public, private, community and
philanthropic leaders could explore ways
to increase the supply of these alternative
homeownership opportunities through
one or more of the following approaches:
R

Bring key stakeholders to the table to
address practical and policy barriers,
identify opportunities, and develop
appropriate strategies and policy
solutions to expand the existing supply.

R

Develop creative solutions for increasing
public and private financing of
alternative homeownership strategies.

R

Encourage local, state and national
foundations to make Program-Related
Investments (PRIs) in alternative
homeownership strategies.

R

Encourage private sector employers to
implement employer-assisted housing
and support affordable homeownership
opportunities for lower-wage employees.

R

Allocate redevelopment resources
and inclusionary zoning in-lieu
fees to support the development of
homeownership units that are affordable
to families earning less than 80 percent
of the AMI.25

R

Support the negotiation of
community benefits agreements to
support investment in affordable
homeownership and other assetbuilding opportunities.

R

Support nonprofit developers to
develop affordable homeownership
opportunities.

Increase Opportunities for Families to Build
Business Equity
8. Expand support for microenterprise programs

Community-based microenterprise
programs are an important strategy for
supporting low-wealth entrepreneurs to
build business equity.26 Foundations and
public sector agencies could continue and
increase support for these program.
9. Support the development of worker-owned
cooperatives

Worker-owned cooperatives, a strong and
growing business model in the Bay Area
and nationwide, are producing tangible
wealth for worker-owners. Public and
philanthropic sector leaders could support
the expansion and replication of workerowned cooperatives through a mix of
strategies including support for education,
technical assistance, cooperative alliances
and investment in and support for cooper-

ative investment funds. In addition, cities
and foundations could support innovation in the use of alternative corporate
structures to support worker-owned cooperatives serving different populations.27
10. Encourage private companies to offer wealthsharing opportunities for low-wage workers

Expanding opportunities for low-wage
workers to gain an equity stake in the
companies where they work is another way
to build business assets among Bay Area
residents. City, foundation and community
leaders could play a role in encouraging
the private sector to offer employee ownership or wealth-sharing opportunities for
lower-wage workers. Community-based
organizations could identify companies
in their community whose owners are
ready and willing to sell to local workers
through an employee stock ownership plan
(ESOP).28 Socially-responsible investment
funds could broker employee ownership
and wealth-sharing opportunities among
their portfolio companies.29
11. Support low-wealth entrepreneurs to access
franchise ownership opportunities in their
communities

City agencies, nonprofits and foundations could broker relationships between
franchise owners and community-based
organizations to give low-wealth entrepre-

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

housing, shared equity homeownership, lease
purchase, Section 8 homeownership and
employer-assisted housing.



neurs more opportunities to invest in local
business franchises. Cities, nonprofits and
local philanthropy could encourage local,
state and national foundations to consider
Program-Related Investments (PRIs) in
resident-owned franchises.
12. Support the development of businesses owned
by groups of local residents

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Cities and foundations could support the
development of community-serving businesses owned by groups of local residents.
Public and foundation resources could
be devoted to supporting nonprofits and
CDCs to educate local residents about
emerging opportunities, and connect them
to appropriate technical assistance and
financing opportunities.

10

Expanding Commercial Real Estate
Investment Opportunities
13. Support the creation of opportunities
for resident investment in commercial
development projects

Creating opportunities for low-income
residents to invest in commercial and
mixed-use development projects in their
communities is an emerging area of assetbuilding opportunity.
Some philanthropic leaders are already
supporting Bay Area community-based
organizations to explore ways to apply
elements of the San Diego/Market Creek
Plaza approach to local development
projects.30 Innovation in this arena will
require a long-term commitment of public
and private resources. Public, private and
nonprofit sector leaders could work
together to explore resident ownership
models in Bay Area communities.

c ontinu um of a s se t- building opp or t unitie s
focus of r eport

Economic
Security

Poverty

Savings
Opportunities
· Individual Development
Accounts
· Employer-supported savings
· Lifelong Learning Accounts
· Family Self-Sufficiency
Program
· Earned Income Tax Credit
· FHLB—IDEA & WISH
· Children’s Savings Accounts

Investment
Opportunities
Home Equity

business Equity

· Cooperatives

· Worker-owned
cooperatives

· Self Help
· Community
Land Trusts

Asset Preservation
Measures

· Community
Benefits
Agreements

· Manufactured
Housing

· Employee
Wealth Sharing
· Shared Equity Programs
· Lease Purchase · Resident-owned
businesses
· Section 8
Homecommercial
ownership
real estate
· Community
Benefits
Agreements

fina nci a l education

· Community
Development
IPO

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Access to Mainstream
Financial Services

11

sav ings str ategie s

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

The following menu of Savings Strategies describes an array of matched
saving accounts such as IDAs, Children’s Savings Accounts and LILAs
that give individuals and families an incentive to save. It presents
programs that augment these savings such as the Federal Home Loan
Bank’s IDEA and WISH programs, as well as federal savings resources
such as the Earned Income Tax Credit and the Family Self Sufficiency
Program. Also presented are ideas about the roles that the public, private
and nonprofit sectors could play in supporting low-income families to
save, based on models from around the country.

12

While many of the strategies described in this section exist in Bay Area
communities, they could be strengthened or expanded through public,
private and nonprofit sector support. Where they do not yet exist, they
could be considered. In addition, these strategies could be linked to
economic development efforts as a way to ensure that low-income residents
benefit from the investment of public and private resources in their
communities. All of these strategies are most effective if supplemented
by financial education and affordable financial services and linked to
affordable investment opportunities.

indi v idua l
dev elopmen t accounts

“Individual Development
Accounts (IDAs) are matched
savings accounts that enable
low-income American families
to save, build assets and enter
the financial mainstream.
IDAs reward the monthly
savings of working-poor
families who are building
towards purchasing an
asset — most commonly buying
their first home, paying for
post-secondary education
or starting a small business.
The match incentive—similar
to an employer match for
401(k) contributions — is
provided through a variety
of government and private
sector sources. Organizations
that operate IDA programs
often couple the match

incentive with financial
literacy education, training to
purchase their asset and case
management.”
IDA programs have demonstrated that
lower-income families can save if offered
appropriate incentives, an insight that has
helped to spur the growth of a national
asset-building movement.35 IDA account
holders typically participate in the program
for one to four years. Their savings are
matched at a rate that ranges from 1:1 to 3:1
and typically is capped at $4,000 to $6,000.
Initially supported by private foundations,
today IDAs receive most of their support
from public funding, including about $185
million in federal grants and $40 million in
state resources.36 These resources include
restrictions, which vary by funding source.37

Status in the Bay Area
The Bay Area is home to numerous IDA
providers that have pioneered new models
for taking IDAs to scale. The largest providers
include the Assets for All Alliance, a program
of Lenders for Community Development,38 the
Earned Assets Resources Network39 and the
East Bay Alliance for Local Development. 40
IDA programs are demonstrating the powerful
impact of savings on communities, as well as
families. For example, Lenders for Community

Development has helped more than 1,300
families accumulate almost $5 million in
savings and has helped 110 households
purchase homes.41
In the past decade, a number of youth IDA
programs have been developed in Bay Area
communities. For example, Juma Ventures, a
youth development organization in San Francisco, offers participating youth a 3:1 match
for education savings and a 2:1 match if they
use the savings for other eligible uses—such
as paying first/last months rent, starting a
business, buying a computer, putting a down
payment on a home or paying for child care. 42
Other local programs are including IDAs as
part of an integrated approach to enabling
immigrant and other low-income families to
achieve self-sufficiency. For example, the Oakland-based Family Independence Initiative
offers financial rewards to families who work
together to expand their financial security. 43
The model combines access to financial education with IDAs and peer support networks.
AnewAmerica Community Corporation is
working to promote the long-term economic
empowerment of immigrant families across
the Bay Area through an approach that
includes IDAs as part of a “virtual business
incubator” model. The program allows IDA
savings to be used for business capitalization, homeownership, retirement funds or
children’s college education. 44

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Individual Development Accounts (IDAs)
are an asset-building strategy designed and
developed in the 1990s by CFED (formerly
the Corporation for Enterprise Development)
and the Center for Social Development (CSD)
at Washington University in St. Louis. Today,
there are more than 500 IDA programs in
communities across the country, supporting
between 20,000 and 50,000 IDA accounts.34
CFED describes the strategy as follows:
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employ er-supported
sav ings
Opportunity: Expand the supply of IDAs in
local communities
The demand for IDA savings opportunities
among very-low income families far outstrips
supply in most Bay Area communities, due
to a limited amount of matching funds. 45
In addition, families earning more than 40
percent of the area median income (AMI) are
not eligible to save in IDA accounts that are
matched with federal Assets for Independence
Act resources. 46 These low-income families,
which are more likely to be ready to move to
homeownership, have few opportunities to
save for the purchase.
City agencies, foundations, the private sector
and individuals all could help expand the
supply of IDAs available to very low and lowincome families in the Bay Area by increasing
the supply of unrestricted matching funds.
The following are some specific opportunities
to allocate local resources in a way that
expands IDA savings opportunities.

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

R

14

Allocate a portion of redevelopment
agencies’ affordable housing set-aside funds
as matching funds 48 for IDAs — California
redevelopment agencies are required
to allocate a minimum of 20 percent
of tax increment revenues to support
affordable housing for very low-,
low- and moderate-income families.
Redevelopment agencies could use a

portion of these “affordable housing
set-aside” resources as matching funds
for families to save for homeownership
in IDAs or IDA-like matched savings
accounts.
R

R

Use inclusionary zoning in-lieu fees as
matching funds for IDAs 49—Many Bay
Area cities have access to private sector
inclusionary zoning in-lieu fees to
support affordable housing. Cities could
explore the feasibility of allocating a
portion of these resources to renters who
want to save for homeownership through
IDAs or IDA-like matched savings
accounts.
Negotiate community benefits agreements
that support asset-building outcomes —
Cities and redevelopment agencies
could facilitate community benefits
agreements for specific development
projects in low-income communities. A
portion of the resources flowing from
the agreement could be used to provide
matching funds for IDA and support
other asset-building opportunities.

R

Increase the amount of public funds
supporting savings opportunities for lowincome families — Cities could increase
support for IDA program operations and
matching funds through the allocation
of city-controlled local, state and federal
funding. 50

R

Build partnerships between foundations,
public and private sector leaders
to create pools of unrestricted IDA
matching funds

In addition to enabling employees to save
through retirement savings plans — such as
401(k) and 403(b) plans — employers could
provide the infrastructure for lower-wage
employees to access other asset-building
opportunities. Employer-supported IDAs and
LILAs, described below, are tools that help
low-wage employees build financial assets.
They also benefit employers by enabling them
to attract and build loyalty among workers
and increase employee skills and productivity.

Employer IDAs
Most IDAs currently are offered through
community-based organizations, but a
national effort is under way to expand the
IDA infrastructure by encouraging employers
to offer them to their employees.51 According
to CFED, which has been supporting the
expansion of employer IDAs nationwide,

“In an ideal scenario,
employers would provide
information about IDAs to
new employees as part of
their orientation process
and employees would have
the option of enrolling at
their discretion (subject to
eligibility requirements).
Employers would provide
match funding and could
also make financial education
and training available to all
employees.”52

In 2004, San Francisco-based Pacific
Community Ventures (PCV), a nonprofit
that manages two for-profit venture funds,
launched an employer IDA program in
partnership with Lenders for Community
Development (LCD) and the Assets for
All Alliance. Supported by an initial grant
from the Friedman Family Foundation, the
program offers IDAs to employees of PCV’s
portfolio companies. The program operates
as a partnership between PCV, LCD and
participating companies. PCV reaches out
to the companies in its portfolio to get them
involved in the program, recruits employees
to participate, and provides financial
education to participants; LCD manages the
accounts; and the participating companies

provide space for financial education
trainings. PCV and LCD raise the matching
funds for the program.55

Lifelong Learning Accounts (LiLAs)
LiLAs are a type of matched savings account
that enables lower-wage workers to save
for education and training so that they can
improve their skills and, hence, their earning
potential. LiLAs respond to the fact that few
employers provide education and training
opportunities for front-line workers, with the
vast majority of training dollars going to managerial, professional and technical employees.
The Council for Adult and Experiential
Learning (CAEL), a national non-profit
organization headquartered in Chicago, has
been piloting the LiLA model in recent
years through a national demonstration
that includes three locations and four
industry sectors. As with IDA accounts,
individuals save in their LiLA accounts. In
the demonstration, LiLA contributions are
matched by employers and the project. LiLA
savings typically can be used for careerrelated education and training such as
tuition/fees, books, computers, software, fees
for tuition, supplies and materials.56 LiLA
participants also meet with an educational/

career advisor to develop a learning plan
consistent with their career goal.
The CAEL demonstration includes an
evaluation that is being conducted by Public
Policy Associates and is partially funded by
the Ford Foundation. The evaluation, which
includes an assessment of how the program
affects the behavior of workers and employers,
may answer questions that inform public
policy. CAEL aims to advance national policy
to support LiLAs.57 CAEL also is working
with leaders in several states to supports the
advancement of relevant state policy.58
In 2003, CAEL launched the third of three
LiLA demonstration sites in partnership
with Jewish Vocational Services. Targeting
the healthcare industry, the San Francisco
LiLA program provided LiLAs to 75 workers
at the University of California San Francisco
Medical Center, On Lok, Jewish Family and
Children Services, and Planned Parenthood
Golden Gate.59

Education Savings Programs
The Red Tab Foundation, a public charity
founded and supported by employees of Levi
Strauss & Co. (LS&Co.) will soon be piloting
an “Education Savings Program,” that builds
b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Employer IDAs have tax consequences for
both employers and employees, so most of
the existing programs rely on state funding or
private grants for matching funds.53 Examples
include the Childspace IDA Initiatives
sponsored by the Childspace Cooperative
Development in Philadelphia, the Worker
Income Security Program sponsored by the
Community Development Technology Center
in Los Angeles,54 and the Pacific Community
Venture employer IDA initiative in the Bay
Area, described below.
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fa mily self-sufficiency
progr a m
on the savings infrastructure offered by state
529 education savings accounts.60 While
the model is still pending IRS approval, the
pilot will provide income-eligible employees
of the company’s Canton, Mississippi
customer service center with an opportunity
to save for higher-education expenses for
their dependents. Employee savings will be
matched dollar-for-dollar, up to $500, with
resources from the Red Tab Foundation.61

Opportunity: Encourage employers to
make savings opportunities available to
low-wage employees

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Private companies could play a greater role
in expanding the infrastructure of savings
opportunities available to lower-income
workers. Public sector and philanthropic
leaders could educate the private sector about
the economic costs of asset poverty and the
benefits of asset-building solutions including
employer IDAs, LiLAs and other workplacebased approaches.
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Enacted by Congress in 1990, the Family
Self-Sufficiency (FSS) program of the
U.S. Department of Housing and Urban
Development (HUD) offers an opportunity for
public housing residents and Section 8 voucher
holders to accumulate financial assets. Typically,
as their incomes increase, participating families’
rent expenditures increases as well (families
pay 30 percent of adjusted income for rent
and utilities). The FSS program allows all or a
portion of this increased rent payment to be
deposited into an escrow account. Program
participants must develop an employment and
savings plan that they will follow throughout
the five-year program. Upon graduation from
the program, FSS program participants are free
to withdraw the funds, tax free, and use them
without restrictions.62
The program is administered by local
Public Housing Authorities (PHAs) and
open to families living in public housing
or participating in the Section 8 voucher
program. PHAs determine how many
applicants can participate and how they are
selected. HUD does not restrict the number

of families that a PHA enrolls in the program;
instead, enrollment is controlled by individual
PHAs, based on their staff ’s capacity to
manage the FSS family case-load.63
A national evaluation of the FSS program
followed program participants from 1996
to 2000.64 The study found that the median
escrow account disbursement for participants
who completed the program was $3,351,
and program participants experienced a 72
percent median income increase, compared
to a 36 percent increase for non-FSS
participants. Most participants (68 percent)
were single mothers between the ages of
25 and 44. Beyond homeownership, most
participants used FSS funds for advanced
education, to start a business or to purchase
a car.65
Today, more than 75,000 families participate
in the FSS program nationwide—about
67,500 are Section 8 voucher holders and
about 7,500 are public housing residents.
FSS Partnerships is national organization
dedicated to helping communities around

Status in the Bay Area
The FSS program offers immense savings
opportunities for Bay Area families. Public
housing agency staff in Oakland and San
Francisco report that many participants have
accrued more than $10,000 in their FSS
accounts. In Marin, one FSS saver’s escrow
account reached $38,000, which she was able
to use to purchase a home in the county.67
However, the dearth of staffing resources and
affordable homeownership opportunities
are both seen as major challenges facing FSS
programs in the Bay Area.68

Opportunity: Maximize eligible Bay Area
families’ access to savings opportunities
through the HUD Family Self-Sufficiency
(FSS) program
Bay Area Public Housing Agencies (PHAs)
are able to serve only a small percentage of
individuals who are eligible to participate
in the HUD FSS program, due to limited
HUD funding for program staff. Bay Area
communities could increase the amount of
federal FSS resources captured at the local
level by building partnerships — between
PHAs and city agencies, foundations,
nonprofits and other community-serving
institutions — that maximize the number of
accounts open to public housing residents
and Section 8 voucher holders.69

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

the country maximize family savings
opportunities through the FSS program. The
initiative seeks to build awareness of the FSS
program and develop partnerships between
PHAs and community-based institutions to
increase program participation.66
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connecting ea r ned
income ta x cr edit
r efunds to sav ings
opportunities

feder a l home loa n ba nk
of sa n fr a ncisco —
idea a nd w ish progr a ms
The Federal Home Loan Bank (FHLB) of
San Francisco supports two programs that
offer matched savings accounts targeted
to home ownership, available through
member banks in California, Arizona and
Nevada.70 The programs, the Individual
Development and Empowerment Account
(IDEA) and Workforce Initiative Subsidy
for Homeownership (WISH) programs, are
available to households earning less than 80
percent of AMI.71

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

The IDEA program provides matching funds
to families that are already saving through
the Family Self-Sufficiency (FSS) program
(offered through local public housing
authorities) or through an IDA program
(typically offered through a local nonprofit
organization) to purchase a home. In the
WISH program, participants must contribute
at least 1 percent of the purchase price from
their own funds and complete a mortgage
assistance program administered by a public
or private entity. Both programs offer a
3:1 match of up to $15,000 per homebuyer
household. Both require that the buyer use
the Federal Home Loan Bank subsidy for the
down payment or closing costs, and that the
home be the buyer’s primary residence.72
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In March 2005, the FHLB of San Francisco
awarded $6.6 million in matching grants
divided equally between the two programs.
The IDEA program grants — allocated to 22
member banks that are working with 26 FSS
programs and 42 IDA programs in California,
Arizona and Nevada — will help 330
households to purchase homes. In the WISH
program, 16 member banks will contribute
to 56 mortgage assistance programs and will
support 330 households.73

Status in the Bay Area
Several Bay Area IDA programs have applied
for funds in partnership with FHLB member
banks, but, to date, they have had only limited
success using the programs.74 FHLB program
staff are interested in working with public,
private and nonprofit sector leaders to expand
Bay Area residents’ access to both the IDEA and
WISH program.75

Opportunity: Maximize the use of the
Federal Home Loan Bank of San Francisco
IDEA and WISH programs
Public, private and philanthropic leaders could
work with FHLB staff, member banks, IDA and
FSS program managers, and public housing
agencies to maximize the use of the IDEA and
WISH program in Bay Area Communities.

The Earned Income Tax Credit (EITC)
is a powerful tool for asset building and
community development. Enacted by
Congress in 1975 and expanded in the 1980s
and early 1990s, it often is cited as one of
the nation’s most successful anti-poverty
tools because it has helped bring billions
of dollars annually into the hands of lowincome working families. In 2003 alone, more
than 20 million families received the credit,
capturing $36 billion in federal resources
for low-wage working families and local
communities across the country.76
Local, state and national campaigns
have been devoted to increasing families’
awareness of their eligibility to receive
EITC refunds, linking them to low- or nocost tax preparation services and helping
them to claim their tax refund. Local EITC
campaigns are often supported by the
Internal Revenue Service’s Volunteer Income
Tax Assistance (VITA) program that provides
free tax assistance to people earning less
than $36,000. The IRS provides free training
to volunteers who provide tax preparation
services at VITA sites in communities across
the country.77
Many of these campaigns encourage refund
recipients to consider depositing all or a
portion of their EITC refund into savings
accounts, including IDAs. The campaigns
also may connect recipients to programs

National Initiatives
The Annie E. Casey Foundation is a national
leader on this issue. Launched in 2003,
the foundation’s National Tax Assistance
Campaign includes 23 urban communities
and rural areas in seven states. The campaign
promotes greater awareness of the EITC
and other tax code benefits among working
poor families, advances low-cost or free
tax preparation and incorporates resources
obtained through tax refunds into a broader
asset-building strategy. The first year of the
Campaign resulted in the return of over
$115 million in federal and state refunds to
working families.78
In 2004, the Association of Community Organizations for Reform Now (ACORN) launched
a campaign to captured EITC resources in 47
communities across the country. In California,
ACORN partnered with H&R Block to reach
out to families in 14 communities.79

Status in the Bay Area
United Way of the Bay Area’s “Earn It! Keep
It! Save It!” regional campaign focuses on
providing low-income families with free
tax return preparation services, assistance

with filing EITC refund claims and assetbuilding information. The campaign coalition
includes more than 200 community-based
organizations, government agencies and
financial institutions in seven Bay Area
counties. In 2005, the campaign returned
$15.2 million in tax refunds to 13,500 families
in six counties. The campaign currently is
working on strategies to encourage families
to deposit refunds into savings accounts,
including IDAs.81
Today, San Francisco is the only municipality
in the nation with a local EITC program.82
Through the Working Families Credit
program, low-income working families with
dependent children can obtain an additional
local payment of up to $300 on their tax
returns when they file for the federal EITC.83
In 2004, its first year in operation, the
program served more than 10,000 families.84
The program connects families to matched
savings opportunities through individual
development accounts offered by the Earned
Assets Resources Network. To date, the
program has been supported by county
general funds and corporate sponsors.

access their refunds, they have been less
successful at connecting refund recipients
to savings accounts and investment
opportunities. Public, private and nonprofit
sector support for making these assetbuilding linkages could help local residents
to capture and invest federal resources. In
addition, cities could develop local tax credit
initiatives—like the Working Families Credit
in San Francisco—to provide an additional
incentive for eligible families to claim the
EITC resources.85

Opportunity: Maximize residents’ ability
to access federal EITC resources and invest
them in asset-building opportunities
While local and regional campaigns are
proving successful in enabling families to

b u il d i n g a sse t s whi le
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that will help prepare them for investment
opportunities (e.g. homeownership education,
microenterprise programs, etc.).
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childr en’s
sav ings accoun ts
A national demonstration project is currently
under way—the Savings for Education,
Entrepreneurship, and Downpayment
(SEED) initiative—to develop, test and
support children’s savings accounts in
communities across the country. The
SEED initiative is being led by CFED
working in partnership with other national
intermediaries and foundations.86

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Working with 12 community partners, the
demonstration is testing different approaches
to children’s savings, with the ultimate goal
of advancing public policy that supports the
establishment of accounts for all children.87
SEED’s participating community partners are
implementing a range of account structures:
eight sites are using savings accounts, two
are using 529 education savings accounts
and one is using investment accounts. Most
are custodial accounts, in which the account
is owned by a child but administered by a
custodian, but in one the parents of preschoolage children own the account.88
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Status in the Bay Area
Juma Ventures, a youth development program
based San Francisco, is one of the partners in
the national SEED demonstration. Juma has
75 account holders, all between 15–23 years
old. The JUMA SEED accounts, offered in
addition to regular IDA accounts, are opened
with an initial $500 deposit. Account holders
receive a $2 match for every dollar saved.
Juma provides participating youth with cash
incentives, deposited into the accounts when
they achieve certain benchmarks, such as
graduation from high school or completion of
a financial education course.89

Opportunity: Support the establishment
of children’s savings accounts in Bay Area
communities.
Children’s savings accounts are an emerging
strategy for building savings for children of
low-income families. CSAs initiatives could
be established in Bay Area communities and
supported by resources from philanthropic,
public and private sources.

In v e stment str ategie s
With increased opportunities to save, families can build their financial
security over time, but accumulating savings is only one step toward
long-term self-sufficiency. Investment opportunities enable families to
go the next step — leveraging savings into equity-building investments
that help to build a nest egg for current and future generations.

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

The following menu of Investment Strategies, highlights different
approaches to increase investment opportunities that are affordable
to low-income families. It focuses on home, business and commercial
real estate investment opportunities and discusses ways to make them
accessible and affordable to low-income individuals and families. While
other investment opportunities — like stocks, bonds and mutual funds —
are also relevant to the discussion, they are not covered in this report.
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e x pa nd in g o p p o r t u ni t ie s
t o bu il d h o me eq u i t y
Homeownership is important to the stability of families and communities. A home is the primary source of wealth for most households.
Owning one’s home provides predictable housing costs, tax benefits
and, typically, a source of appreciating value.98 Home equity also provides a resource that families can use to pay for other asset-building
opportunities, like higher education or investment in a business.99

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Homeownership opportunities for Bay Area households earning less
than 80 percent of AMI are extremely limited.100 Many Bay Area redevelopment and city housing agencies are investing public resources in
homeownership opportunities for moderate-income families — those
earning between 80 percent and 120 percent of the area median
income (AMI) — but they are doing little to create a supply of homeownership opportunities for low- or very-low income families, earning
less than 80 percent of AMI.101
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In recent years, support for the development of affordable homeownership options has been stymied by high land and building costs and
concerns about using public resources to subsidize financial gains for
individual households. But widespread interest in affordable homeownership strategies is being fueled by growing public discussion
about the value of asset-building as a poverty-alleviation strategy;
recognition of the fact that middle and upper-income households
receive indirect subsidies for homeownership (e.g. mortgage interest
and property tax deductions); and growing interest in strategies that
balance affordability with equity-building opportunities (thereby preserving public subsidies).
Increasing the supply of alternative homeownership models — such
as limited equity cooperatives, self-help homeownership, community
land trusts, manufactured housing, shared equity homeownership,
and other strategies described below — could enable families with
minimal investment resources to enter the homeownership market.102
Even in high-cost areas — like the Bay Area — these strategies could be
combined with a range of first-time homebuyer programs to enable
low-income families to get into the market. This report does not cover
the full array of first-time homebuyer programs available at the state
and local levels.104

limiited equit y
cooper ati v es

“A housing cooperative is
formed when people join
together to own or control the
buildings in which they live.
They form a corporation. Each
resident-member purchases
shares or a membership in the
corporation; each membership
carries with it the right to
occupy a particular unit in the
cooperatively-owned building.
Each resident-member pays
a monthly amount to cover
operating expenses, taxes and
any debt service on a shared
mortgage. Monthly fees are
comparable to or less than
the rent paid in similar rental
buildings, as fees are set by
member-residents and reflect
actual costs of owning and
operating the property.”105
A limited equity cooperative (LEC) limits
the resale value of housing cooperative
shares in order to keep them affordable over
time. LECs provide a community with a
stable source of affordable homeownership

and cooperative owners with the benefits
of home ownership — secure and stable
housing, lower housing costs, tax benefits
(mortgage interest and property tax
deductions) and market appreciation related
to their individual share.106 In addition,
cooperative owners do not need to qualify
for an individual mortgage — the building’s
mortgage is held by the corporation — so
lower-income families are presented with
fewer barriers to investing. About one-third
of the cooperative housing units, nationwide,
are limited equity.107
Research shows that tenant-owners of
LEC buildings are more likely to express
satisfaction with their living situation and
are more optimistic about the future than
residents of rental buildings in the same
community,108 and that living in an LEC
helps promote civic participation.109 In some
cities, support organizations strengthen
cooperatives by offering owners training,
technical assistance and other services.110
In 1978, California passed legislation that defined limited equity housing cooperatives as a
new type of stock cooperative, organized as a
public benefit corporation. The law limits the
resale value of shares — transfer values may
not exceed a price that represents a maximum of a 10 percent annual return on the
value of the initial investment, plus the value
of authorized home improvements installed

at the expense of the occupant.111 While this
formula curtails an owner’s ability to benefit
from market appreciation, it still provides
them with a stable return on investment.

National initiatives
The National Cooperative Bank Development
Corporation (NCBDC) recently launched a national initiative, “Together We Can/Affordable
Cooperative Homeownership Initiative,” to
“promote cooperatives as a means to preserve
affordable housing and create homeownership
opportunities for low- and moderate-income
families.” In New York, the initiative is working with the city and several community-based
developers to produce 1,600 units of new
affordable cooperative housing units in the
next three years. The initiative also supports
affordable cooperative development in Washington, D.C., and is exploring expansion into
other housing markets, including the Bay Area.
NCBDC provides the initiative with technical
assistance, training, advocacy and predevelopment capital for experienced nonprofit
developers.115

Status in the Bay Area
Cooperative housing is commonplace in some
housing markets, like New York City, but it is
not being widely pursued in the Bay Area.116
Most of the Bay Area’s cooperative housing

b u il d i n g a sse t s whi le
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Cooperative ownership of housing gives
residents a way to share a stake in a building
with others. According to the Washington,
D.C.-based National Cooperative Bank
Development Corporation:
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self-help
homeow nership
supply was built in the 1950s and 1960s, with
federal support.117 The reduction of federal
funding for affordable housing in the 1980s
and the advent of the Low Income Housing
Tax Credit in 1986 shifted most developers’
focus to rental housing.118

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Today, the limited supply of developable land
and high development costs pose serious
challenges to the development of LECs in
the Bay Area. One solution, being advanced
by NCBDC, is to support tenants of rental
properties that were developed with nowexpiring tax credits to convert their buildings
into LECs.119 Another approach is to lower the
costs by developing LECs in redevelopment
areas, in partnership with local agencies.
Project-related investments (PRIs)—from
national foundations and national funds
that already receive PRIs—could also be
a potential source of capital for Bay Area
LECs. On the buyer side, some California
LEC developers are exploring the use of the
Federal Home Loan Bank IDEA and WISH
programs, described earlier in the Savings
section of this report, to support families to
purchase LEC shares.120
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Opportunity: Support the development of
limited equity cooperatives in Bay Area
communities
While common in other parts of the country,
limited equity cooperatives are an underutilized strategy in the Bay Area. As is true for all
affordable housing development, cost factors
challenge the development of new LECs, but
a lack of familiarity with the model—among
legal, financial and real estate professionals,
as well as public and philanthropic leaders—also plays a role. City leaders and private
philanthropy could catalyze new discussions
about the costs and benefits of LECs, compared to other rental and ownership options,
and they could support interested parties to
connect with national technical assistance
and financing opportunities in order to bring
national expertise to address local challenges. Cities and redevelopment agencies
could explore the use of LECs as part of local
development projects, supported by public
funds, and nonprofit developers and tenants
could explore the possibility of converting
buildings with expiring tax credits to tenantowned LECs.

Self-help homeownership gives aspiring
low-income homeowners, who do not have
the financial resources to invest in a home,
an opportunity to build “sweat equity.”
Families invest time and energy in building
a home. Then, their labor is converted into a
down payment or they become eligible for a
subsidized mortgage and other assistance, or
both.

Mutual Self-Help
Typically, the mutual self-help housing model
includes groups of 8 to 12 families that work
together to build each other’s homes. Under
the supervision of experienced staff hired by
a local non-profit, families work 30–40 hours
a week over an 8–12 month period. Self-help
typically reduces the cost of building a singlefamily home by 10–25 percent.121
The self-help model aims to build a sense
of community and interdependence among
participating families, as they help one
another to build their homes.122 While it
addresses a family’s lack of resources for a
down payment, participants still must have
sufficient income and a credit record to
qualify for a mortgage. Financing packages to
support the purchase typically include a lowinterest or no-interest second mortgage.123
Self-help homeownership is mostly found
in rural communities because the U.S.

Self-Help Enterprises based in Visalia,
California, pioneered the mutual self-help
model in the mid-1960s and has since
produced more than 5,000 units.126 Self-Help
Enterprises is now working in two urban
areas, Fresno and Modesto.127 California has
eight programs, mostly in rural communities,
which have produced 10,000 units.128

Habitat for Humanity
Habitat for Humanity offers a model that is
similar to mutual self-help, but its homes are
primarily constructed by volunteers with the
participation of prospective homeowners.
Habitat homes are being built in communities
around the world with donated resources
and labor. Habitat produces and rehabilitates
homes that are affordable to low-income

families because the sales price includes
no profit and the new owners are offered
no-interest mortgages. Local affiliates are
responsible for their own fundraising, site
and family selection, construction and
mortgage servicing.129

Status in the Bay Area
No mutual self-help programs are currently
operating in the Bay Area,130 but Habitat
for Humanity affiliates are active in several
communities. The number of Habitat homes
is relatively small, but they fill an important
niche in the housing market—namely, the
production of homeownership opportunities for families earning between 40 and 60
percent of AMI. For example, San Francisco
Habitat has supported 22 families to purchase their own homes and has 12 new units
under development, which have been made
available to families earning between 40 and
60 percent of AMI. More than 100 families
applied for four slots in a recent development,
an indicator of the strong demand among
lower-income families.131
Both the mutual self-help and the Habitat
models help families to become homeowners
and enjoy the tax and other benefits of homeownership. However, the Habitat model is
more focused on maintaining affordability for
homeowners, at least in the short term. Habitat homes do not allow an owner to obtain a

share of the home-equity appreciation for 15
years. Owners who sells the house before that
time can recoup their initial investment with
interest; if they sell after 15 years, they obtain
a share in the appreciation, based on a resale
formula that is developed by local Habitat
affiliates.132 The mutual self-help model does
not limit a home buyer’s equity appreciation.

Opportunity: Support the development of
self-help housing in Bay Area communities
Self-help housing is proving successful at
enabling families who are earning between
40-60 percent of AMI to have an opportunity
to invest in homeownership. Additional public and private support would help to increase
the very few homeownership opportunities
currently available for this segment of the
market.

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Department of Agriculture (USDA) provides
support for program operations and
mortgages for families purchasing homes.
HUD provides some federal funds to support
the development of self-help homeownership
in urban areas through the Self-Help
Homeownership Opportunity Program
(SHOP).124 However, while SHOP funds can
be used by eligible non-profit organizations to
purchase home sites and develop or improve
the infrastructure needed to set up sweat
equity and volunteer-based homeownership
programs, they cannot be used for program
operations.125
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communit y l a nd trusts
A community land trust (CLT) is a nonprofit
organization that lowers the cost of
homeownership to individual families by
separating the cost of land from the cost
of a home. According to the model, a CLT
purchases land and manages the development
or rehabilitation of housing on the land.
The CLT then sells the homes to individual
families and keeps them affordable over
time, by limiting their resale value based on a
formula that is developed by each CLT.133

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

The model, developed by the Institute for
Community Economics (ICE) more than
40 years ago, has caught on in communities across the country—today, 160 CLTs are
operating in 38 states.134 The Burlington Community Land Trust (BCLT), the nation’s largest
community land trust, offers low-income
Burlington families a range of housing opportunities, including 370 shared-appreciation
single-family homes and condominiums.135
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The resale price of CLT property is determined by a formula established by the
sponsoring CLT and contained in the ground
lease. While a CLT’s resale formula limits a
family’s ability to accrue home equity, the
strategy provides a way for lower-income
families to get into the market, access the
benefits of homeownership and accrue some
home equity.136 Unlike limited equity cooperatives, CLT resale formulas are not regulated
in California. A national study of the asset-

building potential of CLT homeownership is
currently under way.137
ICE offers financing for CLTs nationwide
through the ICE Revolving Loan Fund.138 The
Fund has loaned more than $41 million to 425
CLTs in 30 states since it was formed in 1979.
A model of a local CLT fund is the California
Community Foundation’s Community Foundation Land Trust, which will purchase sites
in Los Angeles to be used for local CLTs.139

Status in the Bay Area
The Berkeley-based Northern California Land
Trust, established in 1973, develops properties
that are owned by the land trust and offers
technical assistance to support the creation
of other CLTs in the Bay Area. It develops an
array of housing types including single family
homes, condominiums, limited equity coops,
rental housing and homeless transitional
housing. Its cooperative homeownership
properties are available to families at up
to 60 percent of AMI and its single-family
homes and condos, up to 80 percent of AMI.
Northern California Land Trust’s portfolio of
completed projects includes 84 housing units
and one commercial property.140
In recent years, community land trusts have
been under development in several Bay Area
cities, but the high cost of land poses a major
challenge. The San Francisco Community

Land Trust (SF CLT) began in 2001. The
planning process has been led by the SF CLT
Collaborative with the idea of galvanizing the
creation of a network of neighborhood-based
CLTs in San Francisco.141 Oakland community
leaders worked for several years to establish
a citywide CLT. The effort was discontinued,
however, when the group was unable to find
adequate long-term resources to cover the
administrative cost of creating and managing
the CLT.142

Opportunity: Support the creation of CLTs
in Bay Area communities

sh a r ed equit y
homeow ndership

Today, 19 million Americans live in “manufactured homes” and the number is growing
steadily. The common public perception of
manufactured homes—of “mobile homes” with
little equity-building potential—is becoming
rapidly outdated. Manufactured homes have
changed markedly in the past decade, partially
as a result of HUD regulation. The federal law
that governs manufactured housing, the Federal Manufactured Housing Construction and
Safety Standards Act, was passed by Congress
in 1974. The act requires that HUD-code homes
be built to a single, national quality and safety
standards, which has resulted in higher-quality,
more durable models.
According to a 2002 report by the Neighborhood Reinvestment Corporation (now
NeighborWorks), two-thirds of affordable
units added to the housing stock in recent
years were HUD-code manufactured homes;
and 23 percent of the growth in homeownership among very low-income families from
1993 to 1999 was manufactured housing.144
Streamlined codes have helped to produce
significant cost savings in the production process—according to the Manufactured Housing
Institute, the industry’s trade group, on average building manufactured homes costs less
than 50 percent of site-built homes (excluding
land costs).145
Manufactured homes still face challenges: poor
insulation, leased land, unfavorable financing
and local regulations that prohibit their development. However, national interest in strengthening
manufacture housing as an opportunity for lowincome families to build wealth is growing, and
national foundations are investing in efforts to
address the shortcomings.146

National initiative
Innovations in Manufactured Housing, I’M
HOME, is a multiyear, multimillion dollar
initiative that is supporting new approaches in
manufactured housing in communities across
the country. The initiative is being led by CFED
in partnership with the Manufactured Housing
Institute, the industry’s trade group, NeighborWorks and other partners, with support from
the Ford Foundation. The initiative is providing
grants for demonstrations and is supporting the
sharing of best practices in the field.147

Status in Bay Area
The development of manufactured housing
in the Bay Area is limited. Historically, public
perception and neighborhood opposition
have been significant barriers to development,
but design improvements are addressing
some of these concerns,148 and interest
in the strategy is growing among some
CDCs. For example, Oakland Community
Housing Inc. (OCHI), a nonprofit housing
developer, has been developing scatteredsite manufactured housing for several years.
OCHI sells the homes at market-rate prices
and uses layered homebuyer subsidies to
make them available to households earning
below 80 percent AMI.149 The East Bay Asian
Local Development Corporation is currently
exploring development opportunities in
several East Bay communities.150

Opportunities: Support the development
of manufactured housing in Bay Area
communities

Shared equity homeownership is an emerging
strategy to enable low-income families to
invest in a home in partnership with other
investors who then share in the equity
appreciation of the home when it is sold.
The strategy is under development in other
countries and gaining momentum in the
United States.151
A government-supported shared equity homeownership initiative is currently under way
in Britain, led by Prime Minister Tony Blair’s
administration. The government aims to get
100,000 households into homeownership in
the next five years by using public resources
to purchase an equity stake in the homes of
private home buyers. Home buyers will hold
between 50–75 percent of the equity, and the
government will purchase the remaining portion, alone or in partnership with mortgage
lenders.152

National pilot
A national pilot project is under way in the
United States—advanced by a partnership that
includes the Enterprise Foundation, Freddie Mac, NeighborWorks and the law firm
of Brophy and Reilly LLC—that will test the
feasibility of financial products to support
shared equity housing. The pilot is being
tested in nine cities, including Los Angeles.
The longer-term vision of the pilot project is
to create a financial product that will enable a

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

m a nufactur ed housing
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lease-purch ase/
r en t-to-ow n progr a ms
range of different investors—employers, labor
unions, foundations, government or individuals—to partner with low-income families to
enter the homeownership market.153

Status in the Bay Area
A precedent for this approach exists in several
Bay Area cities where housing agencies offer
down payment assistance loans and second
mortgage products that provide low-interest
or deferred payments in exchange for a share
of the equity appreciation when the home is
sold.154 In addition, alternative shared equity
approaches are being explored in some Bay
Area communities.155

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Opportunity: Support the development of
shared equity homeownership models in the
Bay Area as a way to build partnerships
between low-income families and public,
private and labor investors.
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Lease-purchase (or “rent-to-own”) housing
enables families to rent a home while they
clean up their credit or save for a down
payment. In a lease-purchase arrangement,
a sponsoring organization leases a home to
a household that cannot afford a mortgage
and then supports the household to move to
a position to purchase the home through one
or more strategies. Most programs return a
portion of the rental or lease payments back
to the family to support the down payment
and closing costs on the home purchase.

National examples
One of the nation’s oldest lease-purchase
programs is run by the Inner City Christian
Federation (ICCF), a community development
corporation in Grand Rapids, Michigan. Started in 1974, ICCF introduced its lease-purchase
program in 1985. ICCF rebuilds or constructs
single-family homes and then leases them to
qualified low- and moderate-income families
for two years. During that time, participating families take part in the organization’s
homeownership education program, and then
graduates have an opportunity to buy their
homes. The organization returns 70 percent
of the accumulated rents to the family and
combines it with grants to help families buy
the homes.156
Another long-standing model is the Cleveland Housing Network (CHN), which has
a 20-year-old scattered-site lease-purchase
program, targeting very low-income families.
CHN finances the program through the syn-

dication of Low Income Housing Tax Credits
(LIHTCs), which requires that the units
remain as rental housing for 15 years. At the
end of that time, CHN offers the home to the
leasing family at a below-market price. CHN
has acquired, rehabilitated and constructed
1,900 units through the program. CHN was
the first program in the country to link the
LIHTC with the lease-purchase option.157

Status in the Bay Area
Established in 2003 as a two-year initiative,
California Home Source is a lease-purchase
homeownership partnership between
the Association of Bay Area Governments
(ABAG), the ABAG Finance Authority for
Nonprofit Corporations, Freddie Mac, the
California Housing Finance Agency (CalHFA)
and CitiMortgage.158 The initiative supports
homebuyers who do not have resources for a
down payment or have a poor credit record to
purchase a home in any of the nine Bay Area
counties. To qualify for the program, applicants’
household income must not exceed 140 percent
of AMI, and purchasers must be able to show
that they can meet the monthly carrying costs
of the home.
To participate in the program, an individual
or family (the lease-purchaser) first must
be approved by a participating lender. The
lease-purchaser selects a home, and then the
home is purchased by the California Mortgage
Assistance Corporation (Cal MAC), a nonprofit
government corporation created by the ABAG
Finance Authority for Nonprofit Corporations.

section 8
homeow nership/
public housing
au thor ities

The program is financed through tax-exempt
bonds issued by the ABAG Finance Authority for Nonprofit Corporations. CitiMortgage
purchases and services the lease-purchase
mortgages that are originated by local lenders
and pools them into Freddie Mac securities.
The down payment is financed through a
down payment assistance loan provided by
CalHFA.161 ABAG is currently winding down
the two-year initiative and is considering ways
to structure an ongoing regional program.162
The ABAG initiative and the CDC examples of
the lease-purchase strategy could inform the
creation of local lease-purchase initiatives.

Opportunity: Support local and regional
lease-purchase programs that enable lowincome Bay Area renters to purchase a home.

The HUD Voucher Homeownership Program,
more commonly known as the Section 8
Homeownership Program, offers Public
Housing Authorities (PHAs) the option of
allowing Section 8 voucher holders to use the
program’s public subsidy to pay a mortgage
instead of rent.163 The program was piloted
by HUD in the late 1990s and implemented
nationwide in 2001. As of September 2004,
the program had helped 2,000 low-income
families, in communities across the country,
to become homeowners.164
Section 8 voucher holders pay 30 percent of
their income toward their monthly housing
costs, and HUD pays the remainder. In the
homeownership program, the resources go to a
mortgage instead of rent. To be eligible for the
program, participants must be able to contribute at least 1 percent of the home price toward
the down payment and closing costs, and they
must be employed full-time for at least a year.
PHA programs must follow HUD’s final rule on
the program (2001), but each is structured differently. Since PHAs do not receive additional
funds to administer the program, successful
programs are typically supported by local and
national funding sources.
A 2002 HUD report, which included case
studies of 12 of the original 15 pilot programs,
found that 78 percent of the purchasers
were female heads of households with
a median income of $17,377, and almost
half were minorities (48 percent).165 The
study highlighted some of the challenges
faced by local programs, including housing
affordability, the credit-readiness of
participants and lenders’ reluctance to work
through participants’ credit problems.166

Status in the Bay Area
According to HUD regional staff, as of
May 2005, the Section 8 Homeownership
programs had been implemented by the
following Bay Area PHAs (the number of
homes purchased is in parentheses as of May
2005): Berkeley (1), Marin(1), Oakland(4),
Santa Clara(2), Solano(7), Vacaville(5),
Vallejo(1), Benicia(8).167 The program is
under development in San Francisco, where
the key challenge cited by San Francisco
Housing Authority staff is the lack of an
adequate supply of affordable housing
opportunities.168 The program’s success in Bay
Area communities, according to local HUD
staff, will depend on developing linkages
with nonprofits, addressing the challenge of
obtaining down payment resources, tracking
homeownership opportunities and connecting
participants to them.169
One example of how community partnerships
can support Section 8 voucher holders to
invest in homeownership is under way at
the former Hamilton Air Base in Novato. The
Marin Housing Authority is working with the
City of Novato, Bank of America, and ACORN
to ensure that Section 8 voucher holders
participate in the lottery for affordable
condominiums developed as part of the base
conversion process.170

Opportunity: Encourage and support Bay
Area Public Housing Agencies to implement
the Section 8 Homeownership program
and ensure that program participants
are apprised of and directly connected to
affordable homeownership opportunities
across the region.

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Cal MAC leases the property to the leasepurchaser for 39 months, and during that
period the lease-purchaser must make timely
monthly payments to Cal MAC and take
action to resolve outstanding credit issues.159
At the end of the lease term, lease-purchasers
can exercise the purchase option by assuming
the mortgage. They are not required to make
a down payment or pay closing costs, but they
are required to pay a commitment fee equal
to 1 percent of the purchase prices when the
purchase offer is written. This fee is used to
cover program administration costs.160
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inclusiona ry zoning
& a ffor da ble
homeow nership

employ er-assisted
housing
Employer-assisted housing can take many
forms—from homeownership counseling
and financial assistance to investment
in the development of new affordable
homeownership opportunities. Typically,
programs include forgivable, deferred or
repayable second loans, a grant, a matched
savings plan, or home-buyer education that
helps the employee achieve homeownership.

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

For example, the Fannie Mae Corporation, a
lender and supporter of employer-assisted
housing programs for other companies,
created a program for its own employees in
1991. The company offers a forgivable loan
to eligible employees and then requires that
the employee stay with the company for five
years in order for the loan to be fully forgiven.
More than 2,500 employees have participated
in the program since its inception.171 In
addition, the Fannie Mae Corporation
has supported the establishment of 750
employer-assisted housing programs by
private companies, health care facilities, local
governments, universities and nonprofits in
communities across the country.172
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Some regional agencies are using financial
incentives from states and cities to become
active promoters of employer-assisted
housing strategies. For example, in Chicago,
the regional Metropolitan Planning Council manages a regional employer-assisted
housing initiative in the Greater Chicago
Area. Homebuyers receive support services
from nonprofit agencies that are connected
to the program through the Council. Most
participants in the program earn less than
80 percent of AMI. In 2001, the state made
matching-grants to support the program (up
to $5,000 per employee), and employers became eligible for a state tax credit of 50 cents
for every dollar they spent to help workers
buy homes. The city of Chicago provides tax
credits to participating employers. The program has served an estimated 300 Chicago
residents since 2000.173

Opportunity: Encourage private sector
employers to invest in homeownership
opportunities for lower-wage workers.

Inclusionary zoning ordinances give local
jurisdictions a tool to ensure that private
sector developers are investing in affordable
housing opportunities for city residents. They
typically require that a percentage of the
units in new residential developments—both
rental and owned—are affordable to low- and
moderate- income households.
According to a survey by Non-Profit Housing
of Northern California and the California
Coalition for Rural Housing, more than
34,000 units of affordable housing have
been developed in the state as the result of
inclusionary zoning laws in 107 cities and
counties.174 The vast majority of these policies
are mandatory. They require developers to
build affordable units or pay an “in-lieu”
fee, typically in exchange for some form of
non-monetary compensation, such as zoning
variances, density bonuses or expedited
permit approvals.175

Status in the Bay Area
In many Bay Area communities, inclusionary
zoning policies are helping to increase the
supply of affordable homeownership units,
but ownership units are often priced to be
affordable to families between 80–120 percent
of AMI. Families earning less than 80 percent
AMI are not able to access these opportunities
without additional public subsidy.

Opportunitys: Explore strategies to expand
the number of inclusionary units that are
priced to be affordable to families earning 80
percent of AMI or below

California redevelopment law requires that
redevelopment agencies set aside 20 percent
of tax increment revenues to support affordable housing opportunities for low- and
moderate-income families (the “affordable
housing set aside”).176 A redevelopment
agency may choose to use a portion of their
housing set-aside dollars to target homeownership for families earning up to 120 percent
of AMI.177
Typically, redevelopment agencies use only a
small portion of their housing set-aside funds
for homeownership, and they subject these
homes to resale formulas that limit the owner’s ability to capture the full value of equity
appreciation, in order to ensure the long-term
affordability of homes.178 Agencies typically
base a home’s original and resale price on a
formula that ensures that homes are sold to
homebuyers with incomes at a certain AMI
level (between 80 percent and 120 percent of
AMI). When a unit is resold, the seller’s capacity to benefit from appreciation is linked to
the increase in the AMI and changes in other
cost factors, including interest rates, taxes and
insurance costs.179

communit y benefits
agr eements & a ffor da ble
homeow nership
Status in the Bay Area
The role of redevelopment agencies in expanding affordable homeownership opportunities
varies across Bay Area communities. Some
agencies have been using affordable housing
set-aside resources to produce a limited supply
of homeownership units, but they are typically
priced to be affordable to families between 80120 percent of AMI, as is permitted under state
law. Low-income families, earning less than 80
percent of AMI, cannot access these opportunities without additional public subsidy.

Opportunity: Allocate redevelopment
resources to subsidize the development of
homeownership units that are affordable
to families earning less than 80 percent
of the AMI.180

A community benefits agreement (CBA) is a
legally-binding contract between a developer
and community organizations that details the
range of community benefits that will result
from an economic development project.181
After significant success in California, CBAs
are now being negotiated by community
groups around the country to ensure that local residents benefit as their communities are
redeveloped.
Typically, a CBA results from direct negotiations between a developer and community
groups. In order to make a CBA enforceable
by a government entity, it can be incorporated
into a development agreement, the contract
between a developer and a city or county (also
known as “disposition and development agreements” when used by redevelopment agencies).
The result is an agreement by the developer
to invest in a package of community benefits,
while community groups agree to support the
developer in the public planning process. Thus,
a CBA helps to build a partnership between
the developer and the community for outcomes that are mutually beneficial.182
To date, community benefits agreements have
focused on obtaining living wage jobs, local
hiring, affordable rental housing, services,
facilities and environmental benefits. They
also could support an expansion of assetbuilding opportunities, such as creating a
pool of funds to develop and/or subsidize the

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

r edev elopmen t
& a ffor da ble
homeow nership
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development of affordable homeownership
opportunities, provide matching funds
for IDAs to help residents invest in
homeownership and other as strategies.

California example
In 2001, the Los Angeles Alliance for a
New Economy (LAANE) and a coalition
of community stakeholders negotiated
a groundbreaking Community Benefits
Agreement in relation to the Los Angeles
Sports and Entertainment District, a $1
billion complex in downtown Los Angeles.
The agreement resulted in a package of
benefits for community residents.183 The
Partnership for Working Families is working
with LAANE and other organizations to
support the use of CBAs in communities
across the state.184

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Status in the Bay Area
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Several variations of CBAs exist in Bay Area
communities: In San Francisco, multi-million
dollar community benefits agreements have
been negotiated—with the involvement of city
officials and redevelopment agency staff—in
relation to both the Rincon Hill and the Hunters Point Shipyard developments.185 In West
Oakland, a commitment by the Port and City
of Oakland to invest in a community fund for
the West Oakland neighborhood was included

as part of a community benefits package for
the Oakland Army Base. Local planning for
the use of the resources resulted in support
for a “family asset building” component of
the fund that would include the provision
of matching funds for IDAs.186 The East Bay
Alliance for a Sustainable Economy, Urban
Strategies Council and other local groups have
been working to negotiate CBAs in relation to
several East Bay developments.187

Opportunity: Support the negotiation of
community benefits agreements to increase
investment in affordable homeownership
and other asset-building opportunities
Cities and redevelopment agencies could
support the negotiation of community
benefits agreements in relation to specific
development projects in low income
communities. These agreements would
provide resources to expand the supply of
affordable homeownership and other assetbuilding opportunities such as matching
funds for IDAs and/or investment in local
asset-building funds.18

nonprofit dev elopers
& a ffor da ble
homeow nership

Status in the Bay Area
While homeownership is not a priority for
most Bay Area CDCs, several are working to

increase their production of homeownership
opportunities, including the San Francisco
Housing Development Corporation, the East
Bay Asian Development Corporation, Oakland
Community Housing Inc., the Community
Housing Development Corporation of North
Richmond and regional and statewide
nonprofit developers, such as Bridge Housing.
Other community development organizations
are taking a comprehensive approach to expanding savings and investment opportunities.
For example, the Mission Economic Development Agency in San Francisco offers financial
education and homeownership counseling and
is connecting clients to below-market rate units
in San Francisco.189

Opportunity: Support nonprofit developers
to expand their capacity to build the range
of affordable homeownership opportunities
described in the report.

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Since the early 1970s, community development
corporations (CDCs) and other nonprofit
housing developers have played a central role
in producing affordable rental housing in the
United States, and in recent years some have
begun developing affordable homeownership
opportunities. But nonprofit developers
are challenged by the high cost of land and
materials, a lack of public subsidies and the fact
that they cannot use the low-income housing
tax credit for ownership units. Despite these
challenges, in many communities, nonprofit
developers are successfully combining public,
private and philanthropic subsidies to make
homeownership affordable to low-income
families, those earning less than 80 percent of
the AMI.
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e x pa nd in g o p p o r t u ni t ie s
t o bu il d bu sine s s eq u i t y

Building business equity is an important way for individuals and
families to build assets, but business development opportunities often
are inaccessible to low-wealth individuals with limited financial
capital. In the past decade, some cities and many foundations have
supported microenterprise development programs, often using local,
state and federal resources such as Community Development Block
Grant funds to target resources to aspiring entrepreneurs. This support
has been critical to ensuring that starting a business is a viable option
for low-wealth entrepreneurs. While micro-enterprise program are
an important strategy in the asset builidng continuum, they are not
included in the following list of strategies because there is a wealth of
information on this topic already avaiable.190

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Public agencies and private philanthropy need not limit their support
for small business development to individual ownership opportunities.
Strategies that enable workers to gain an ownership stake in a business
in partnership with other workers or investors—such as worker-owned
cooperatives, resident-owned businesses and employee stock ownership
plans—could be championed and supported by Bay Area leaders. These
strategies and other wealth-building opportunities are explored below.
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wor k er-ow ned
cooper ati v es

“Workers hold the basic
‘ownership’ or membership
rights which consist of: (1) the
voting rights to elect the board
of directors which in turn
appoints the management or
staff, and (2) the rights to the
‘profits’ or net income of the
company. Each member has
an equal vote in accordance
with the democratic principle
of one-person/one-vote. And
the net income, which could
be positive or negative, is
shared among the members
according to some agreed
upon formula such as equally
per dollar pay or equally per
hour worked.”
Cooperative business development has
long been common practice in rural areas,
supported by U.S. Department of Agriculture
funding. But worker-owned coops have been
less successful in cities because of difficulties
in accessing start-up capital, insufficient
support at the business planning phase, and
the fact that foundations are wary of business

development, in general, and cooperative
business development, in particular.191

National initiative
The Urban Cooperative Development Initiative
is a new national effort led by the National
Cooperative Business Association and
cooperative intermediaries and networks from
across the country. The initiative focuses on
demonstrating the effectiveness of cooperative
businesses in “building wealth and ownership”
for residents of urban communities. The goal
of the initiative is to ensure that cooperative
business development is on the agenda in
urban community economic development
planning efforts around the country.192

Status in the Bay Area
The Bay Area is home to 30 worker-owned
cooperatives, which are providing strong
income and asset-building benefits to their
workers.193 For example, in the food industry,
Cheeseboard and Arizmendi Bakeries
are thriving community businesses that
were developed in a way that illustrates
a promising replication strategy.194 The
Berkeley-based Cheeseboard was started in
1997. Once the company was profitable, a
percentage of Cheeseboard’s profits went
into a fund to support the development
of new cooperatives.195 These resources

were used for business planning, financing,
training and recruitment of new workers
for three Arizmendi Bakeries—in Oakland,
San Francisco and Emeryville. Each of
these successful businesses, in turn, devotes
a percentage of profits to support the
development of new cooperatives. San
Francisco’s Rainbow Groceries, the largest
worker-owned cooperative in the country,
also supports other cooperatives. For example,
Rainbow staff members are supporting West
Oakland residents to design and launch a
grocery store cooperative, the Mandela Foods
Cooperative.196
Women’s Action to Gain Economic Security
(WAGES), an Oakland-based program, is
supporting the start-up and ongoing
operations of three worker-owned cleaning
cooperatives—in Redwood City, Morgan
Hill and Oakland.197 WAGES-supported
cooperatives are structured as limited liability
companies (LLCs), which can operate legally
regardless of the immigration status of their
owners. The cleaning cooperatives that
WAGES supports are each owned by up to
15 worker-owners, mainly immigrant women.
WAGES recently expanded its industry focus
to help develop a worker-owned landscaping
company, in collaboration with the Unity
Council of Oakland, primarily for Latino men
in the community.198

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

A worker-owned coop is a company that is
100 percent owned by its workers. According
to David Ellerman, one of the founders of the
Industrial Cooperative Association, a national
technical assistance provider to cooperatives:
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employ ee
w ea lth-sh a r ing
str ategies
To date, there has been little national
research on the link between worker-owned
cooperatives and asset ownership, but
anecdotal evidence suggests a strong link and
national research is under way.199

Opportunity: Support the development of
worker-owned cooperatives

b u il d i n g a sse t s whi le
b u il d i n g c o m m u n i t i e s

Public and philanthropic sector leaders could
support the expansion and replication of
worker-owned cooperatives through a mix
of strategies including support for education
about cooperative business development opportunities, technical assistance, support for
cooperative alliances, and investment in and
support for cooperative investment funds. In
addition, cities and foundations could support
innovation in the use of alternative corporate
structures to support worker-owned cooperatives serving different populations.
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Private sector companies—large and small—can
offer a range of options for employees to gain
an equity stake in a company or a share of
business profits. A new publication on employee ownership published by the Harvard
Business School Press, Equity: Why Employee
Ownership is Good for Business (2005), underscores the value of employee ownership to both
businesses and employees. For example,
ownership helps businesses to attract and
retain workers—and it contributes to a company’s growth and productivity.200 A number of
approaches to building employee ownership
are described below.201

Employee Stock Ownership Plans (ESOPs)
Governed by the federal Employee Retirement
Income Security Act (ERISA), an ESOP is a
type of employee benefit plan that was created
in 1974 and refined over the years to include a
number of specific tax benefits. Because of the
associated tax bebfits, ESOPs are a promising
strategy for converting closely held companies
into firms owned in whole or in part by
workers. The seller can defer taxes on the
capital gain of the sale if the ESOP holds at
least 35 percent of company stock. According
to the Oakland-based National Center for

Employee Ownership, as of 2004 there were
about 11,500 ESOPs in the United States,
covering more than 10 million participants
and controlling $500 billion in assets. Of these,
5 percent are publicly-traded companies and
95 percent are closely held firms.202
While the asset-building field has not
previously advanced ESOPS as a way for lowincome workers to build business assets, it is a
strategy worthy of consideration. For example,
several California-based ESOP companies are
providing wealth-building opportunities to
lower-wage workers including Hot Dog on
a Stick, a fast-food chain that is 100 percent
owned by its 2,000 employees,203 and Round
Table Pizza, a company that is owned by its
3,000 employees. In 2003, Zachary’s Pizza (in
Berkeley and Oakland) began phasing in the
sale of the company to 115 employees through
an ESOP.204

Broadly granted stock options
Broadly granted stock options are another
strategy by which companies can enable
lower-income workers to build business
equity. Today, an estimated 15 percent
of companies in a wide cross-section of
industries provide stock options to most or all

Employee Wealth-Sharing Program

In 2002, a community development venture
capital fund, Pacific Community Ventures,
included an employee wealth-sharing program
as a condition of its investment in a San
Francisco-based manufacturer of bicycle
messenger bags, Timbuk2. The program was
created through a set-aside of company equity
for non-management employees. In October
2005, Timbuk2 was sold to a private equity
group. The sale of the company resulted in
a significant financial return for Timbuk2’s
previous investors as well as a cash payout of
more than $1 million to Timbuk2 employees
through the wealth-sharing program. The
proceeds of the wealth-sharing payout were
divided among 40 nonmanagerial employees—
primarily seamstresses and warehouse workers
who live in many of the Bay Area’s low-income
communities—as a one-time bonus.208

Some private sector employers in companies
around the world have begun to institute
employee wealth-sharing programs. For
example, oil companies in Ecuador are
required, by law, to distribute 15 percent
of local profits to employees. Occidental
Petroleum recently distributed $464 million
of 2004 profits—an average of $130,000$150,000 per worker—to 350 Ecuadorian
employees, including office workers, drivers
and oilfield mechanics.207

Prior to this cash distribution to employees,
PCV staff provided employees with access
to financial education and advice so that
they could make strategic decisions about
their newly-acquired assets. Most of the
beneficiaries have invested a portion of their
bonus into the company’s 401(k) plan, which
will trigger an additional company match.
Eleven Timbuk2 employees opened new
401k accounts after attending the workshops
provided by PCV.209

Employee Stock Participation Plans (ESPPs)
Found almost exclusively in public companies
and organized under Section 423 of the tax
code (and often called 423 plans), ESPPs
have enabled millions of employees to
become owners in their companies. ESPPs
allow employees to deduct money from their
paycheck, on an after-tax basis, to purchase
discounted company stock during a specified
“offering period.”206

Opportunity: Encourage private companies
to offer wealth-sharing opportunities for lowwage workers
Expanding opportunities for low-wage
workers to gain an equity stake—or a profitsharing opportunity—in the company where
they work is another way to build business
assets among Bay Area residents. Communitybased organizations could be working to
identify companies in their community where
the owner is willing to sell to local workers
through an employee stock ownership plan
(ESOP) or other strategy.210 City, foundation
and community leaders could play a role
in encouraging the private sector to offer
employee ownership or wealth-sharing
opportunities. Socially responsible investment
funds could help to broker employee
ownership and wealth-sharing opportunities
among their portfolio companies.

b u il d i n g a sse t s whi le
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of their employees. Companies with broadly
granted stock options include large national
companies with lower-wage and lowerskilled workers, such as Starbucks and Whole
Foods.205
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r esident fr a nchise
ow nership progr a ms
Franchise businesses capture more than a
third of all retail expenditures in the United
States, and franchise networks continue to expand across industry sectors. In recent years,
some companies have prioritized expansion
into inner-city markets, and a subset of these
is working to make franchise opportunities
available to low-wealth community entrepreneurs.211 In addition, national efforts are
under way to support minority entrepreneurs
to open franchises in underserved communities. Although minorities represent 29 percent
of the population, they own only 6–9 percent
of all franchises.212

b u il d i n g a sse t s whi le
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National examples
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In recent years, franchise ownership
programs have helped low-wealth
entrepreneurs to make the initial investment
in a franchise, and many offer training and
other supports as well. For example, Little
Caesar’s Pizza’s “Manage to Own” program
supports qualified managers who have the
drive but lack the resources to invest in
franchises. Applicants must go through a
selection and training process and make a
$5,000 deposit to participate in the program.
The overall cost to the entrepreneur is about
$10,000, which is financed by Little Caesar’s.
Participants earn a salary, bonus, percentage
of profits and an opportunity to gain full
ownership of a restaurant.213

Another national initiative, the Minorities in
Franchising Committee, was established by
the International Franchising Association in
2002 to increase the number and success of
minorities in franchising. The Committee is
supporting member companies to work in
minority communities.214
The Franchise Partnership, a collaborative
effort of nonprofits in Chicago, is recruiting
franchise companies that have a proven
track record of success and linking then to
entrepreneurs in low-income communities
across the region. The program offers
entrepreneurs a comprehensive set of services
to help them establish franchise businesses. It
is managed by the Center for Neighborhood
Technology, Chicago United and the Hispanic
Housing Development Corporation.215

Status in the Bay Area
The author found no franchising partnership
work under way in Bay Area communities.

Opportunity: Support low-wealth
entrepreneurs to access franchise ownership
opportunities in their communities
City agencies and foundations could work
with franchise companies and communitybased organizations to match low-wealth
entrepreneurs with franchise ownership
opportunities in their communities.

collecti v e r esiden t
ow nership of
communit y business

National examples
BIG Wash, a coin-operated laundromat in
the Columbia Heights neighborhood of
Washington, D.C., offers an example of how
low-income residents can establish and
operate a successful community-serving
business.216 BIG Wash was created by
residents in 1994, with support from a local
CDC. Established as a “C” corporation, the
business was owned by 30 residents of the
surrounding community, who purchased
shares for $100 apiece.217 Resident equity
leveraged a loan from a local bank, along
with other corporate and philanthropic
dollars. BIG Wash provided investors with a
185 percent return on investment in the first
three years. However, while residents owned
the company, they did not own the building
in which the business was located.218 After
several years of litigation with their landlord,
in December 2004 they lost their lease and
were forced to close the business.219

A similar model of a resident-owned business
is Granny’s Café, started and owned by a
group of community residents in the small
rural town of Swanville, Minnesota. The
restaurant was established by 34 Swanville
residents who each purchased shares in a
resident-owned LLC. A five-member board
oversees the restaurant manager, who handles
day-to-day operations.220

Status in the Bay Area
To date, the model has not been tried in the
Bay Area. Elements of the approach are under
consideration in Oakland.221

Opportunity: Support the development of
businesses owned by groups of local residents
Cities and foundations could support
the development of community-serving
businesses owned by groups of community
residents. Public and foundation resources
could be devoted to supporting nonprofits
and CDCs, which would educate local
residents about emerging opportunities
and connect them to appropriate technical
assistance and financing opportunities.

b u il d i n g a sse t s whi le
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Another approached to shared business
equity is through resident-owned community
businesses. The strategy provides a way for
residents to create a business that provides a
local service, enables resident-owners to build
wealth through business equity and employs
communities residents.
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e x pa nd in g c o mme r c i a l r e a l e s tat e
in v e s t me n t o p p o r t u ni t ie s
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To date, commercial real estate development has not been widely
perceived as an area of asset-building opportunity for low-income
community residents. Instead, public subsidies and other incentives
for large-scale commercial and mixed-use real estate projects typically
go to well-capitalized developers, and so the majority of the profits
typically leave the community.222 But a promising exception is
described here, with implications for other communities.

communit y dev elopmen t
initi a l public offer ing 2 2 3

Market Creek Plaza is the first phase of a 45-acre
mixed-use development supported by the Jacobs
Center for Neighborhood Innovation ( JCNI), a
nonprofit started by the Jacobs Family Foundation, working in collaboration with community
residents.224 To date, the development process
has included the active leadership and ongoing
engagement of more than 2,000 community residents, organized into working teams. Active and
ongoing community engagement in the planning process has resulted in innovative strategies
for maximizing resident benefits emerging from
the development.225
One of the project’s most unique features
is the fact that community residents soon
will have an opportunity to gain an equity
stake. In 1999, residents asked to become
owners in the development, and JCNI took
up the challenge. A “community ownership
team” comprised of residents, JCNI staff and
lawyers worked diligently for two years—with
extensive community input—to develop an
appropriate ownership structure. After exploring strategies, the team identified a new
model, a “community development initial
public offering” (CD/IPO).

The IPO was designed to address community priorities, nonprofit restrictions, project
demands and federal and state regulations. The
structure includes the following components:
JCNI established a limited liability company
(LLC), Market Creek Partners, as the owner
of the development and Diamond Community
Investors (DCI) as a special class of investors
who will own a stake in the Market Creek
Partners LLC.226 DCI units (in an LLC, a share
is called a “unit”) will be restricted to persons
living or working in the Diamond communities,
local business owners and staff of nonprofits
who are actively engaged in the community
revitalization process. Units will be sold for $10
each in minimum quantities of 20 units.227 The
exposure of any one investor is limited by the
fact that no investor may purchase units worth
more than 10 percent of their annual income or
10 percent of their net worth.228
Financing for Market Creek Plaza has included project-related investments from private
foundations—including the Annie E. Casey
Foundation, the Legler Benbough Foundation,
the F.B. Heron Foundation, the Jacobs Family
Foundation and the Rockefeller Foundation—
private investment through New Market Tax
Credit investors and other financing sources.
The Market Creek Plaza IPO application was
approved by the California Department of
Corporations in January 2006. While the IPO
structure is tailored to the project, it includes
many elements that can help to inform similar efforts around the country. Furthermore,

JCNI is committed to making the project
documents and lessons from the project available to other communities.

Bay Area examples
Several Bay Area leaders are following the
progress of the Market Creek Plaza project,
with the goal of integrating resident ownership opportunities into local developments.229

Opportunity: Support the creation of
opportunities for resident investment in
commercial development projects
Creating opportunities for residents to invest
in commercial and mixed-use development
projects in their communities is an emerging
area of asset-building opportunity. Some
philanthropic leaders are already supporting
Bay Area community-based organizations to
explore ways to apply elements of the Market
Creek Plaza CD/IPO approach to local
development projects, but innovation in this
arena will require a long-term commitment
of public and private resources.230 Public,
private and nonprofit sector leaders could
explore resident ownership models as a way
to give residents an ownership stake in local
development projects.

b u il d i n g a sse t s whi le
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Market Creek Plaza is a 10-acre, $23.5 million
cultural and commercial center that is maximizing ownership opportunities for residents
of the surrounding communities. The project
is located in the “Diamond Neighborhoods”
in southeastern San Diego, an area that
includes ten neighborhoods and more than
85,000 residents.
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The author recently consulted with the Jacobs Center for Neighborhood Innovation
( JCNI) on the development of an investment fund to support the next 35 acres of
development that will include both residential and commercial development. The
next phase of development will continue to maximize ownership opportunities for
community residents.
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