A Funder's 5-Step Guide
to State Debt Reform

In August 2025, lllinois passed SB1738, modernizing outdated debt collection laws to better
protect household assets like home equity, savings, and essential property. The win was the
result of years of advocacy led by legal aid organizations, community groups, and policy
experts—supported along the way by philanthropic partners who helped sustain the work.

Similar reforms are urgently needed across the country in nearly every state. Outdated
exemption laws still leave families vulnerable to losing everything in a crisis, especially
when facing medical debt or aggressive debt buyers using the courts as debt collection
vehicles. These losses undermine inclusive prosperity, and economic justice goals from
wealth-building efforts, further widen racial wealth gaps, and increase pressure on already
strained safety net programs. Funders in other states can act to help change the rules.
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UNDERSTAND HOW THE SYSTEM WORKS IN YOUR STATE

« Commission or fund a quick legal scan of your state’s exemption laws compared to
national best practices.

« Request court data to see the volume, outcomes, and types of debt lawsuits being filed
in your jurisdiction.

« Host a briefing with legal aid providers, consumer advocates, and impacted community
members to hear first-hand experiences.

SUPPORT MESSAGING THAT RESONATES

« Fund message testing to identify language that builds moral clarity (e.g., focusing on
medical debt or debt buyers).

« Provide resources for advocates to produce accessible fact sheets, infographics, and
social media content on the human impact of outdated laws.

« Share stories with your networks that reframe debt lawsuits as systemics issues, not
personal failings.

STRENGTHEN IMMEDIATE PROTECTIONS
« Support legal aid (legal services, law school clinics, or pro bono bar efforts) to offer free
4 representation in debt cases.
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« Underwrite “Know Your Rights” events that inform debtors of exemptions and
legal options.

« Back emergency advocacy for small but high-impact changes, such as automatic bank
account protections or eliminating small claims filing fees for defendants.

INVEST IN POLICY CAMPAIGN INFRASTRUCTURE

« Fund multi-year coalition coordination, including staff time, meeting expenses, and
communications capacity.

» Support research to quantify the racial and economic impact of debt lawsuits in
your state.

« Provide multi-year funding so focused narrative and policy campaigns can persist
through multiple legislative sessions.

LEVERAGE PHILANTHROPIC PARTNERSHIPS

« Convene a funder table in your state or region to coordinate investments.

« Bring new funders in by sharing examples like Illinois’ SB1738 win and AFN’s Justice
Out of Balance brief.

« Align debt reform with other asset-building priorities, such as homeownership, small
business development, or workforce programs.
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