
Debt collectors, including debt buyers, have weaponized the courts  
to seize money needed for basic necessities. Armed with a judgment, 
sometimes against the wrong consumer or for the wrong amount, they 
use wage garnishment orders and bank account levies to seize money 
from families who are the least able to afford it. Making changes now  
will promote racial justice: Systemic racism has fostered a debt collection 
landscape in which people of color are more likely to be contacted by  
collectors and more likely to be impacted by lawsuits resulting in wage 
garnishment and bank levies. State laws differ in terms of how much 
money is “protected,” or is unable to be seized by a debt collector, to leave 
money for a family’s basic needs. Federal protection is urgently needed. 

Financial experts recommend that families have enough savings to cover three to six months of living expenses, yet a  
report from the Financial Health Network shows that almost half (45%) of Americans do not have enough savings to  
cover this amount.1,2 In the context of the COVID-19 crisis, which has created high unemployment and rising poverty,  
robust bank account and wage garnishment protections are necessary and urgent. 
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Never in United States history have Black and other families of color experienced a fair financial playing field.3 This reality  
has resulted in a wide and persistent racial wealth gap: In 2019, the median white household had over $188,200 in wealth, 
over seven times that of the typical Black household ($24,100).4 Differences in typical net worth and average wealth are  
even more stark, and the COVID-19 crisis has exacerbated existing disparities.5 Recent research has found that cash reserves, 
a crucial source of liquidity in emergencies, follow a similar pattern: On average, Black households have just over $8,500 in  
cash on hand compared to almost $50,000 for white households—indicating that in many cases, white families will have  
5.5 times more savings than Black families to financially withstand the pandemic.6 Thus, protecting even $12,000 will  
provide a meaningful opportunity to help these families weather emergencies and build wealth.

The federal government should protect $12,000 in bank accounts and an associated $1,000 per week in wages to help  
families develop savings that could cover three months of basic expenses. Allowing families to save and keep these amounts 
will help them avoid eviction and afford essential expenses like medicine and food. While family savings cannot replace the 
social safety net, it is critical that families are able to provide for themselves at a minimum, basic level. And these protections 
are urgent: recent research has established that at least 8 million families have fallen into poverty since May 2020.7 

$12,000 Should Be Protected in Bank Accounts8
The federal government should protect $12,000 from seizure to reflect the amount a small family needs to get through  
an emergency such as the COVID-19 crisis. Researchers have indicated that a family of two needs over $60,000 per year to 
make ends meet in high-cost areas, and that financially healthy families typically have a median value of $44,000 in liquid 
savings. Thus, protecting $12,000 in a bank account will help low-income families develop a savings cushion, allowing them 
to weather emergencies for at least a few months.

"I maxed out all my cards. I end[ed] up with the $20,000 debt…. It was horrible. Capital One decided to  

garnish me, 25% of each paycheck. I wasn’t really making anything as it is…. I think I’m still somewhere  

at $14,000 in debt. Capital One took their money. So that is actually paid off, but I am still paying the other 

two credit cards, that is for sure. And it’s really hard to pay those and to pay the bills. I can’t do it all."  
–Participant in CRL's "Women and COVID" focus groups (full report to be published in 2022).



• How much does a small family need for basic expenses? The federal poverty level (FPL) is $17,240 for an adult with one 
child. However, the federal poverty level methodology has not been changed since 1969 and does not take into account 
significant expenses that American families pay today, such as the costs of health and child care, nor does it consider 
regional differences.9 “Living wage” calculators help determine a minimum wage that more accurately reflects how  
much money is needed for basic expenses in a city, state, or region—and this amount is $46,743 for an adult with one 
child per year in a low-cost state like Alabama and $64,310 for the same-size family in New York.10 Thus, $12,000 represents 
an average of approximately two to three months’ worth of basic expenses.

• What is a healthy amount to have in a savings account? A report by the Financial Health Network states, “The Financially 
Healthy have a median value of $44,000 in liquid savings accounts,” whereas those who are “Financially Coping have a 
median value of $3,500 in liquid savings accounts.”11 The report continues: “the Financially Vulnerable have a median value 
of just $300 in liquid savings.” Thus, while $12,000 is still not enough to be considered truly financially healthy, that amount 
would allow those who are financially “coping” or “vulnerable” to protect more liquid savings for unexpected expenses and 
close the baseline savings gap between groups.12 Moreover, a protection of $12,000 would assure that the “coping” and 
“vulnerable” families did not have their savings seized during a global pandemic. 

$1,000 per Week Should Be Protected from Wage Garnishment13 
The federal government should protect $1,000 in wages per week from garnishment to reflect the amount a small  
family needs to meet their basic needs. Even for those making a living wage, some workers would have to work more  
than full-time hours to cover their basic needs and should not have those funds garnished to cover debts.14 This sum,  
which amounts to $12,000 over a three-month period, allows families to cover their basic expenses such as food,  
transportation, housing, and medical care. 

• What is a weekly living wage for a family of two? Like the federal poverty level, the federal minimum wage of  
$7.25 per hour is not regularly updated and does not reflect the increasing cost of living.15 While a full-time minimum 
wage job might pay $290 per week (or up to $609 per week for a person working 12 hours per day, seven days a week), 
these wages clearly do not cover basic needs for a small family. A living wage, by contrast, is closer to $22.50 per hour  
in Alabama and $31 per hour in New York for a family of two (resulting in a weekly wage of approximately $1,240 for a  
full-time worker in New York).16  

Our Federal Government Must Enact Protections Now
The COVID-19 crisis has resulted in high debt loads for consumers around the country, and recovery will be long term. The 
federal government must protect $12,000 in a bank account, and $1,000 in wages per week, to help families establish and 
build financial security. This amount represents roughly three months of savings, a recommended amount by financial health 
professionals, and an amount that is needed now more than ever due to the COVID-19 crisis.
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