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Meeting the Grand Challenges to Eliminate Racism, Reduce Extreme
Economic Inequality and Build Financial Capability and Assets for All

Universal Child Development Accounts to Develop
All Children and Reduce Racial Wealth Inequality

Policy Recommendation

e Enact and implement a federal Child Development Account (CDA) policy that
includes all children from birth, ensures greater public benefits for the most
vulnerable, and builds assets for investments in education, careers,
homeownership, and other life goals.

Issue

Wealth inequality is a widely acknowledged barrier to racial equity. The median wealth
among White families is eight times that among Black families and five times that among
Hispanic families (Bhutta et al., 2020). Wealth inequality contributes to disparities in
opportunity, education, physical health, and mental health. It also shapes the health and
well-being of people of color in disproportionately adverse ways. These disparities are
rooted in racist policies and practices that have excluded communities of color, particularly
Black Americans, from opportunities to build wealth. Among the drivers of this exclusion
are colonialism, land theft, slavery, barriers to obtaining credit and employment, residential
redlining, inadequate educational funding, and educational segregation, which significantly
contributes to the racial wealth gap (Fergus & Shanks, 2022; Keister & Moller, 2000; Oliver
& Shapiro, 2006; Shanks, 2005a, 2005b; Teasley et al., 2021). Nationwide asset-based
policies represent a pathway to the structural change required to address racial wealth
inequality.

Child Development Accounts: A Promising Solution

Child Development Accounts (CDAs) are one of the few policy initiatives that directly
address racial wealth inequality. First proposed in the book Assets and the Poor (Sherraden,
1991), CDAs are an emerging policy concept to advance inclusive asset building for long-
term development. Experts in children’s account policy and early wealth building have
embraced the principles and design features that structure CDAs as part of a shared vision
for federal policy (e.g., Baby Bonds), and the endorsed elements are rooted in the CDA
work (Brown et al., 2024; Huang et al., 2024; Shanks et al., 2024).
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Designed to give all children and families (especially families with vulnerable backgrounds
and families of color) a structured opportunity to accumulate assets over time, CDAs are
investment accounts that provide financial access, subsidies, and incentives for building
wealth. CDAs are envisioned as universal, automatic, progressive, and lifelong (Sherraden
1991; Sherraden, Clancy, & Beverly 2018; Sherraden et al. 2015). Funds in CDAs grow from
deposits by public, nonprofit, and private sources, as well as from investment earnings. The
subsidies and incentives for CDAs can come in the form of opening deposits, contributions
at milestones in children’s life, savings matches, and tax benefits. The policy was conceived
to enable the accumulation of assets for health, education, entrepreneurship,
homeownership, and other development purposes. The original proposal called for federal
deposits during the childhood years that would total more than $30,000 per child in today's
dollars (Sherraden, 1991). This is a policy foothold with the potential to grow.

Several U.S. states—including California, Maine, and Pennsylvania—have adopted
statewide, universal CDA policies by legislation or administrative rule (Clancy, Sherraden, &
Beverly, 2019a). Pennsylvania’s Keystone Scholars is a prominent example (DeCecco et al.,
2021). More than five million children in the United States already have assets in CDAs, and
this number grows automatically each year with new birth cohorts (Huang et al., 2024;
Huang, Sherraden, et al., 2021). Federal CDAs have been proposed in legislation to address
racial wealth inequality (401Kids Savings Account Act, 2024a, 2024b).

Research shows that the CDA policy model has positive impacts on families and children,
including effects on asset accumulation, racial wealth equity, parent-child interactions,
health, and mental health of children and parents (Huang, Beverly, et al., 2021; Sherraden,
Clancy, et al., 2015; Sherraden, Clancy, Nam, et al., 2018). The design of CDAs features an
institutional approach with 10 key design elements, including universal eligibility, automatic
enrollment, automatic initial deposits, automatic progressive subsidy, a centralized savings
plan, and means-tested public-benefit exclusion (Clancy & Beverly, 2017; Clancy,
Sherraden, & Beverly, 20193, 2019b; Clancy, Sherraden, Huang, et al., 2019; Huang et al.,
2019; Nam, Hole, et al., 2018; Sherraden & Clancy, 2005; Sherraden, Clancy, & Beverly
2018).

The universal and automatic features especially benefit families of color and economically
disadvantaged children. Automatic enrollment overcomes the barrier of financial exclusion,
automatic progressive subsidy offers larger sums to those with greater disadvantage, and
means-tested public-benefit exclusion ensures that assets in CDAs have no effect on
eligibility for social assistance programs (Huang et al., 2019; Huang, Beverly, et al., 2021).
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Lifelong investment accounts allow time for the compound effects of asset growth and
returns, accumulating funds for various developmental purposes over the life course. In
short, the CDA design is a structural model for delivering asset-based policy, advancing
racial equity, and informing other equity initiatives (e.g., Baby Bonds and Black reparations;
see Shanks et al., 2024).

Federal early-life wealth-building policy requires an efficient, effective, scalable, and
sustainable account structure. Different proposals for federal early-life wealth-building
policies share as a common foundation the policy concept derived from CDAs, and a
consensus has emerged on policy principles and design features for such policy. Those
principles and features are based on evidence from CDA research (Huang et al., 2024).

Policy Recommendation

Building on evidence from CDA research and the design of statewide CDA policies, the
proposed 401Kids Savings Account Act would establish a federal CDA policy with universal,
automatic, and progressive features. By serving all children at birth through a centralized
savings platform within state 529 college savings plans, it would promote asset building,
wealth equity, and child development, particularly for families of color and disadvantaged
families. Research has shown that this evidence-based policy design is efficient and
sustainable. It has often garnered bipartisan support in the states. The legislation is now
before the Senate Committee on Finance, the House Committee on Ways and Means, and
the House Committee on Energy and Commerce. We recommend that policymakers
consider the evidence from CDA research in developing an effective, sustainable policy to
advance equity and address the racial wealth gap. Further, we recommend that social
workers and allied professionals advocate for evidence-based remedies, such as CDA
policy, to reduce the racial wealth gap.
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About the Grand Challenges for Social Work

The Grand Challenges for Social Work was launched by the American Academy of Social
Work & Social Welfare in 2016 to harness the ingenuity, expertise, dedication, and creativity
of individuals and organizations within the field of social work and beyond to champion
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“social progress powered by science.” Additional information on the Grand Challenges may
be found at GrandChallengesforSocialWork.org.

References

401Kids Savings Account Act of 2024, H.R. 7162, 118th Cong. (2024a).
https://www.congress.gov/bill/118th-congress/house-bill/7162

401Kids Savings Account Act of 2024, S. 3716, 118th Cong. (2024b). https://www.congress.gov/bill/118th-
congress/house-bill/7162

Bhutta, N., Chang, A. C,, Dettling, L. J., & Hsu, J. W. (2020). Disparities in wealth by race and ethnicity in the
2019 Survey of Consumer Finances (FEDS Notes). Board of Governors of the Federal Reserve
System. https://doi.org/10.17016/2380-7172.2797

Brown, M., Biu, O., & McKernan, S.-M. (2024, February). Principles for federal early life wealth-building
policy [Fact sheet]. Urban Institute. https://www.urban.org/research/publication/principles-
federal-early-life-wealth-building-policy

Clancy, M. M., & Beverly, S. G. (2017). Statewide Child Development Account policies: Key design elements
(CSD Policy Report No. 17-30). Washington University, Center for Social Development.
https://doi.org/10.7936/K7G44PS2

Clancy, M. M., Sherraden, M., & Beverly, S. G. (2019a, November). Child Development Accounts at scale:
Sample state legislation (CSD Policy Summary No. 19-46). Washington University, Center for
Social Development. https://doi.org/10.7936/cptg-2n77

Clancy, M. M., Sherraden, M., & Beverly, S. G. (2019b, December). Essential policy design elements for
statewide Child Development Accounts (CSD Fact Sheet No. 19-47). Washington University, Center
for Social Development. https://doi.org/10.7936/1rvg-dy43

Clancy, M. M., Sherraden, M., Huang, J., Beverly, S. G., & Kim, Y. (2019). Statewide Child Development
Accounts and local partnerships: A scalable model that can include all children (CSD Policy Brief
No. 19-45). Washington University, Center for Social Development.
https://doi.org/10.7936/9310-7h95

DeCecco, A, Peachey, J., & Clancy, M. M. (2021). Targeted deposits in Pennsylvania’s Keystone Scholars
Child Development Account program (CSD Policy Brief No. 21-36). Washington University, Center
for Social Development. https://doi.org/10.7936/50g9-4191

Fergus, D., & Shanks, T. R. (2022). The Long Afterlife of Slavery in Asset Stripping, Historical Memory, and
Family Burden: Toward a Third Reconstruction. Families in Society, 103(1), 7-20.
https://doi.org/10.1177/10443894211061283

Huang, J., Beverly, S. G., Clancy, M. M., Schreiner, M., & Sherraden, M. (2021). A long-term experiment on
Child Development Accounts: Update and impacts of SEED for Oklahoma Kids (CSD Research
Report No. 21-07). Washington University, Center for Social Development.
https://doi.org/10.7936/e8mf-p262

Huang, J., Beverly, S. G, Kim, Y., Clancy, M. M., & Sherraden, M. (2019). Exploring a model for integrating
Child Development Accounts with social services for vulnerable families. Journal of Consumer
Affairs, 53(3), 770-795. https://doi.org/10.1111/joca. 12239

Huang, J., Shanks, T. R, Clancy, M. M, Elliott, W., lll, & Sherraden, M. (2024). Wealth-building for all
children: Convergence and evidence to support a nationwide policy (CSD Policy Brief No. 24-04).
Washington University, Center for Social Development. https://doi.org/10.7936/kyht-rv07

Huang, J., Sherraden, M., Clancy, M. M., Beverly, S. G., Shanks, T. R, & Kim, Y. (2021). Asset building and
child development: A policy model for inclusive Child Development Accounts. RSF: The Russell


http://grandchallengesforsocialwork.org/
https://doi.org/10.7936/5qg9-4191
https://urldefense.com/v3/__https:/doi.org/10.1177/10443894211061283__;!!K543PA!Jf5UhvEZL1z6TxL_DJBMhNHbP0r1vOh2YeZFrnwNnhVZw1W2J7iFsjxsClUrxY9LlBI2XaWMvcwRQxJ2BmQ$

“(’ Grand Challenges . .
~'5§ for Social Work Policy Brief | 2024

Sage Foundation journal of the Social Sciences, 7(3), 176-195.
https://doi.org/10.7758/RSF.2021.7.3.08

Keister, L. A, & Moller, S. (2000). Wealth inequality in the United States. Annual Review of Sociology, 26,
63-81. https://doi.org/10.1146/annurev.soc.26.1.63

Nam, Y., Hole, E., Sherraden, M., & Clancy, M. M. (2018). Program knowledge and racial disparities in
savings outcomes in a Child Development Account experiment. journal of Family and Economic
Issues, 39(1), 145-162. https://doi.org/10.1007/510834-017-9544-5

Oliver, M. L., & Shapiro, T. M. (2006). Black wealth/White wealth: A new perspective on racial inequality (2nd
ed.). Routledge.

Shanks, T. R. (2005a). African-American: Building the country, losing the land (CSD Working Paper No. 05-
43). Washington University, Center for Social Development. https://doi.org/10.7936/K7CJ8D05

Shanks, T. R. (2005). The Homestead Act: A major asset-building policy in American history. Inclusion in
the American dream: Assets, poverty, and public policy, 20-
41. https://deepblue.lib.umich.edu/handle/2027.42/171443

Shanks, T. R, Huang, J., Elliott, W., lll, Zheng, H., Clancy, M. M., & Sherraden, M. (2024). A policy platform
to deliver Black reparations: Building on evidence from Child Development Accounts. RSF: The
Russell Sage Foundation journal of the Social Sciences.

Sherraden, M. (1991). Assets and the poor: A new American welfare policy. M.E. Sharpe.

Sherraden, M., & Clancy, M. M. (2005). The universal model in SEED. Washington University, Center for
Social Development. https://doi.org/10.7936/K71R6Q03

Sherraden, M., Clancy, M. M., & Beverly, S. G. (2018). Taking Child Development Accounts to scale: Ten key
policy design elements (CSD Policy Brief No. 18-08). Washington University, Center for Social
Development. https://doi.org/10.7936/K71CTWF9

Sherraden, M., Clancy, M., Nam, Y., Huang, J., Kim, Y., Beverly, S. G,, ... Purnell,]. Q. (2015). Universal
accounts at birth: Building knowledge to inform policy. Journal of the Society for Social Work and
Research, 6(4), 541-564. https://doi.org/10.1086/684139

Sherraden, M., Clancy, M. M., Nam, Y., Huang, J., Kim, Y., Beverly, S. G., ... Purnell, J. Q. (2018). Universal
and progressive Child Development Accounts: A policy innovation to reduce educational
disparity. Urban Education, 53(6), 806-833. https://doi.org/10.1177/0042085916682573

Teasley, M. L., McCarter, S., Woo, B., Conner, L. R, Spencer, M. S., & Green, T. (2021). Eliminate racism
(Working Paper No. 26). Grand Challenges for Social Work.
https://grandchallengesforsocialwork.org/wp-content/uploads/2021/05/Eliminate-Racism-
Concept-Paper.pdf


https://urldefense.com/v3/__https:/deepblue.lib.umich.edu/handle/2027.42/171443__;!!K543PA!Jf5UhvEZL1z6TxL_DJBMhNHbP0r1vOh2YeZFrnwNnhVZw1W2J7iFsjxsClUrxY9LlBI2XaWMvcwRacqEtCU$

