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Commonwealth is a national nonprofit building financial security and 
opportunity for financially vulnerable people through innovation and 
partnerships. Black, Latinx and female-led households disproportionately 
experience financial insecurity due in large part to longstanding, systemic 
racism and gender discrimination. Addressing these issues is critical to 
Commonwealth’s work of making wealth possible for all. For nearly two 
decades, Commonwealth has designed effective innovations, products, 
and policies enabling over 1 million people to accumulate more than 
$4 billion in savings. Commonwealth understands that broad changes 
require market players to act. That’s why we collaborate with consumers, 
the financial services industry, employers, policymakers, and mission-
driven organizations. The solutions we build are grounded in real 
life, based on our deep understanding of people who are financially 
vulnerable and how businesses can best serve them. To learn more, visit 
us at www.buildcommonwealth.org.

BlackRock announced a $50 million philanthropic commitment to help 
millions of people living on low to moderate incomes gain access to and 
increase usage of proven savings strategies and tools—ultimately helping 
them establish an important safety net. The size and scale of the savings 
problem requires the knowledge and expertise of established industry 
experts that are recognized leaders in savings research and interventions 
on an individual and corporate level. Led by its Social Impact team, 
BlackRock is partnering with innovative industry experts Common Cents 
Lab, Commonwealth, and the Financial Health Network to give the 
initiative a comprehensive and multilayered approach to address the 
savings crisis.

http://savingsproject.org
https://www.aecf.org/
http://www.buildcommonwealth.org
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Executive Summary

Households living on low-to-moderate incomes (LMI) need the ability to save for two futures: the 
unexpected that can occur tomorrow, and the potential offered by the years ahead. When faced 
with the often daunting task of doing both, the result can be doing neither.

Parents can take advantage of state 529 plans to save for their children’s future education in 
an account with growth potential. But families with LMI—who have much to gain by increased 
enrollment in college and other opportunities beyond high school—rarely have 529 accounts. One 
key barrier is the need to have a reserve of funds that would be accessible if there is a financial 
emergency in the intervening years. Being able to address this need (and the fear it can engender) 
along with the other barriers that prevent LMI families from utilizing these accounts is essential for 
greater financial inclusion and security. One potential solution to address the barrier caused by lack 
of a reserve of funds is to link short-term emergency savings to long-term education savings through 
a liquid financial product tied to a 529 account. This savings pocket or sidecar can offer families 
living on LMI some assurance, increase engagement in the life-changing power of saving for their 
children’s education, and build financial security.

Given the promising potential of 529 sidecar accounts, Commonwealth is pursuing the development 
of a viable product that could be widely adopted. Building from a foundation of past work and 
ongoing engagement with key stakeholders in the field, we are preparing to partner with a 529 
program to engage with parents of young children to understand how this approach would work 
best for them and their participation in 529 programs.

Our work has identified the importance of awareness, flexibility, informed choice, and simplicity 
in 529 plans. We have translated those into a product design with features that simultaneously 
promote saving for the unexpected and saving for educational futures. A preliminary prototype of a 
portal interface demonstrates these design elements in practice. Moving forward, we will be testing 
the prototype design with families and identifying partners for eventual implementation at scale.
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Introduction

Saving money helps us be prepared for financial challenges and opportunities. For low- to 
moderate-income (LMI) families, these challenges can range from covering tomorrow’s unexpected 
expenses to accessing opportunities that increase financial security and build wealth over time. 
Households need the ability to save for multiple goals, but available savings tools don’t make that 
easy.

The Need to Save for Emergencies

With 36% of Americans unable to manage a $400 emergency with savings, lack of access to 
emergency funds is a critical issue. This is especially true for households with annual incomes less 
than $60,000, 58% of whom would be unable to manage the $400 emergency (and this rises to 
70% for Latinx households and 72% for Black households). The lack of access to liquid emergency 
savings can turn the unexpected into a crisis. Having even $250 to $750 in liquid savings reduces the 
likelihood of missing a rent payment, being late on a bill, or needing public benefits.

The Impact of Saving for Higher Education

Education beyond high school can be very expensive, but access to advanced schooling can provide 
great rewards through increased income and wealth-building opportunities. Savings are key to 
achieving this. Research shows having educational savings of even $500 or less makes it three times 
more likely that a child will attend college and four times more likely that they will graduate.

State-sponsored 529 accounts are specifically designed to incentivize long-term saving for education 
through investments. Unfortunately, utilization is low. Overall, only 30% of savings currently set 
aside for college are in 529 plans, and just 4% are in 529 accounts held by families with incomes 
under $35,000.

The Importance of Liquidity

To be available for the unexpected, emergency savings must be liquid. Liquidity is less relevant for 
higher education goals, but it is daunting to save for the long-term if there is no recourse to access 
funds in the event of a financial shock. Several financial products, tools, and services designed to 
encourage Americans to save do not accommodate emergency savings concerns. This includes 
current 529 accounts.

https://www.federalreserve.gov/publications/2021-economic-well-being-of-us-households-in-2020-dealing-with-unexpected-expenses.htm
https://www.urban.org/research/publication/thriving-residents-thriving-cities-family-financial-security-matters-cities
https://csd.wustl.edu/13-06/
https://csd.wustl.edu/13-06/
https://www.salliemae.com/content/dam/slm/Media/images/Research/HAS2018_Full_Report.pdf
https://www.salliemae.com/content/dam/slm/Media/images/Research/HAS2018_Full_Report.pdf
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Having even $250 to $750 in liquid savings reduces the 
likelihood of missing a rent payment, being late on a bill,  
or needing public benefits.

Adding a liquid and easily accessible 
sidecar savings option to existing 529 
plans could provide a unique opportunity 
to enable more families living on LMI to 
save for their children’s higher education 
while being better prepared for near-
term shocks.

more likely that  
a child will 
attend college,3X

4X more likely 
that they will 
graduate.

Having educational savings 
of even $500 or less makes it 

Only 30% of savings 
currently set aside  
for college are in  
529 plans

Just 4% of LMI 
families’ total college 
savings are held in  
529 plans

30% 4%

529 Plans

https://www.salliemae.com/assets/about/who_we_are/HAS2018_Full_Report.pdf
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The Hybrid Opportunity

The retirement industry provides a precedent for addressing the liquidity challenge, having in recent 
years introduced the emergency savings “sidecar.” A sidecar is a liquid account option (or “pocket”)—
linked to a retirement account—that allows for expedient withdrawals. Creating a liquid and easily 
accessible sidecar savings option to existing 529 plans could similarly provide a unique opportunity 
to enable more families living on LMI to save for their children’s higher education while being better 
prepared for near-term shocks.

The Pennsylvania Context

From the emergency savings perspective, 34% of Pennsylvania households would be 
unable to cover a $400 unexpected expense.¹ Looking at savings for higher education, 
LMI families are underrepresented as account owners in the state’s 529 program. If LMI 
families’ participation in the PA 529 College and Career Savings Program increases from 
an assumed 4% to 10%, a conservative estimate indicates that this would result in 4,000 
new households becoming account owners.

Commonwealth’s work in Pennsylvania has included a design and evaluation 
partnership with Fund My Future (FMF)—a Children’s Savings Account (CSA) program 
established in 2013 and expanded throughout Allegheny County in 2017—to guide 
FMF’s incorporation of prize-linked savings and demonstrate equitable and effective 
program features.

Commonwealth has been building on its partnership with FMF in work with the 
Pennsylvania Treasury Department and the Keystone Scholars program (Pennsylvania’s 
statewide, universal at-birth CSA program that launched in 2019). 

¹ Kent, Ana H., St. Louis Federal Reserve Board. Personal Communication, June 8, 2021.

Commonwealth’s Role: A Design for Short- and  
Long-Term Savings Goals 

A liquid emergency savings pocket has not been tested with 529 accounts. 
Commonwealth—using our innovation pipeline approach to discover new insights, 
design and test new tools, and drive scale adoption of proven solutions—is well-
positioned to tackle this challenge. Our end goal is a successful product design that  
529 plans nationwide can use to be a reliable resource for simultaneous pursuit of 
short-term and long-term savings goals.
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Foundational Work

Commonwealth’s work to date on the 529 emergency savings pocket (ESP)  has included research 
with families, consultation with other stakeholders in the field, and designing a prototype product.

Research with Families

To learn more about parental awareness of and experiences with 529 plans and educational 
savings, Commonwealth surveyed over 275 participants in the Keystone Scholars program (parents 
of children born in 2019 and 2020). We asked participants without a 529 account about their 
awareness of and interest in this savings option, as well as barriers they may have encountered to 
account opening. We asked all respondents whether a liquid emergency savings pocket would make 
them more likely to open and/or engage with a 529 plan. Forty percent said that it would.

40% of respondents said a liquid 
savings program would make them 
more likely to open and/or engage 
with a 529 plan.

40%
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We followed up the survey by interviewing fifteen parents. These interviews were completed in two 
rounds: in the first, we delved deeper into some of the insights unearthed through the survey; in the 
second, we asked how the parents would design a savings pocket so it would work best for them. 

Our key findings from the research with families indicate the following design priorities:

AWARENESS

Increase awareness of the 529: A majority (63%) of the survey respondents without a 529 account 
said they do not know how they would access one. Many of those interviewed did not know the 
difference between the state 529 plans and Keystone Scholars.

INFORMED CHOICE 

Anchor, but don’t limit savings: In the survey, 42% of the parents said they would want the 
emergency pocket balance to be $1,000 or more before any funds would go into their 529 account. 
The interviews explored this in greater depth, and the feedback was that parents would want to set 
their own emergency savings threshold trigger and make their own allocation.

SIMPLICITY 

Optimize and simplify user experience: Regardless of where the emergency savings money is held, 
families universally preferred a design that allowed them to view and manage both their emergency 
savings and 529 account balances through a common interface.

63% 42%
63% of the survey respondents 
without a 529 account said they do not 
know how they would access one.

42% of the parents said they would 
want the emergency savings pocket 
balance to be $1,000 or more before 
any funds would go into the regular 
529 account. 



9buildcommonwealth.org
529 Account Plans and Emergency Savings: 
An Innovative Model to Increase Short-
Term Liquid Savings While Saving for 
Postsecondary Education

FLEXIBILITY

Allow families to save flexibly: Although nearly all respondents are committed to saving for their 
child’s education, 48% have not started. Among those without a 529 account, 23% chose as the main 
reason “In case unexpected expenses or emergencies occur, I don’t want to have money saved that I 
can only use for certain qualified educational expenses.” Regarding saving for emergencies, only 18% 
of the parents feel they have set aside the amount they would like to have; 57% do not currently have 
emergency savings, and 66% said they have never had any. Asked whether a liquid savings sidecar 
option would make them more interested in a 529 plan, 40% of respondents said yes.

48% have not started saving for their child’s education, and

Regarding saving for emergencies, only 18% 
of the parents feel they have set aside the 
amount they would like to have;  
57% do not currently have emergency savings, 
and 66% said they have never had any. 

40% of respondents said yes 
when asked whether a liquid 
savings sidecar option would 
make them more interested  
in a 529 plan.

66%

57% 18%

23%’s main reason was “In case unexpected expenses  
or emergencies occur, I don’t want to have money saved 
that I can only use for certain qualified educational 
expenses.”

23%

48%

40%
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Feedback from Stakeholders in the Field

Commonwealth has also sought input from other stakeholders in the CSA and 529 fields. On March 
11, 2021, we convened 10 program administrators and experts—among others, leaders from 
Prosperity Now, the Office of the Illinois Treasurer, Kindergarten to College (San Francisco), and The 
Alfond Scholarship Fund (Maine)—to discuss our research and the liquid savings sidecar concept.

This meeting allowed us to refine our understanding of the concept and to broaden understanding 
and interest for it. The feedback confirmed interest and broad backing for this approach to a 
common objective: greater engagement with CSAs and 529 plans among families living on LMI.

The feedback confirmed 
nationwide interest 
and broad backing for 
adding a liquid savings 
sidecar to increase 
engagement with CSAs 
and 529 plans among 
families living on LMI.”

“
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Prototype Design

Based on the initial research with families and feedback from the field, we have identified key 
features of an ideal program design:

Account Structure:
The liquid savings account is separate from the 529 account due to regulatory 
constraints. The separate account (at a partner financial institution) is designated 
for emergency savings with a secondary goal of saving for education. The dual focus 
helps reduce unnecessary withdrawals.

Single Portal:
Although the liquid savings and 529 accounts are separate, they are opened in a 
single, streamlined enrollment process. For the user, the accounts appear as one 
product through a common portal.  (Families can still directly open a 529 account 
without using the portal.)

Withdrawals and Restrictions:
Standard savings account withdrawal restrictions apply. Debit card access to the 
liquid savings account can be unlocked in an emergency. This process includes the 
option to write a note about the reason for the unlock, introducing a pause that helps 
prevent unnecessary withdrawals without creating barriers to emergency access.

Deposits and Threshold:
Users can save in both accounts simultaneously. The user can set a trigger threshold 
for the liquid savings portion (above which additional deposits automatically transfer 
to the 529), designate other automatic transfer rules, or make one-time transfers 
from the emergency savings pocket (ESP) to the 529 account. The portal offers a 
suggested threshold to anchor users to an informed emergency savings goal. The 
portal also features a visualization tool for users to test different deposit amounts 
and timeframes to estimate account balances over time.
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Commonwealth developed an early low-fidelity prototype to illustrate a savings portal with  
these features.
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Future Work

Commonwealth will continue to explore and build the case for how this innovation can help families 
living on low to moderate incomes save for both emergencies and their children’s education. We will 
also define the market opportunity for business partners. As the work advances, we will continue to 
engage with other key stakeholders.

Specific next steps include testing the prototype design with families and identifying partners for 
eventual implementation at scale.

Testing with Families

Commonwealth is working to secure a partnership with a fintech for the 
creation of a test portal through which families can open emergency savings 
accounts and link them to newly opened 529 accounts. We will then partner 
with a 529 program to integrate the two accounts in a test environment 
and, through a three- to six-month pilot, evaluate the extent to which this 
intervention impacts parents’ interest in 529s, 529 signups, overall engagement 
with the accounts, and savings contributions. The test and follow-up interviews 
will inform program iteration and improvement before moving to a larger-scale 
build-out.

Partner Recruitment and Selection

Two key open questions related to implementation at scale are:

 ■ Where will the family portal be housed and how will families 
access the emergency savings pocket? The new portal could build off 
existing platforms used by 529 plans, or it could be created in a distinct 
environment.

 ■ What financial institution partner will host the emergency savings 
account? Effective implementation will require a financial institution 
partner with a back-end infrastructure that can connect directly to 
participants’ 529 accounts for fund transfers.
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Conclusion

Parents need to be able to set aside money for both tomorrow’s unexpected financial challenges 
and their children’s futures. Although these can be experienced as conflicting goals, the ability to 
do both in a coordinated process will increase the likelihood of pursuing both rather than doing 
neither. A liquid savings pocket linked to a state 529 higher education savings plan has significant 
potential to enable this dual solution. Ensuring awareness, understanding, and ease of access will be 
critical for increased engagement. 

Commonwealth welcomes industry partners to join us as we 
continue to pursue development of this promising practice. 

To learn more, please contact Jerome Barnes, Senior Innovation 
Manager jbarnes@buildcommonwealth.org and/or join our 
upcoming webinar: Liquid Savings and Expanding Access to 529s 
to Close the Wealth Gap.

mailto:mailto:jbarnes%40buildcommonwealth.org?subject=
https://info.buildcommonwealth.org/529s-2021-webinar-registration-0-0?utm_campaign=10.7.21%20529s%20Webinar&utm_source=Commonwealth
https://info.buildcommonwealth.org/529s-2021-webinar-registration-0-0?utm_campaign=10.7.21%20529s%20Webinar&utm_source=Commonwealth
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