Testing Long -Term Impacts of
Individual Development Accounts and

Asset Building on Education

Michal Grinstein -Weiss, PhD
Michael Sherraden , PhD
William Gale, PhD
Willlam Rohe, PhD
Mark Schreiner, PhD
Clinton Key
Jenna Tucker, MSW

North Carolina IDA & Asset  -Building Collaborative
Pathways to Prosperity Conference
Oct 17, 2011




Education pays:
Unemployment rate in 2010 (%) Median weekly earnings in 2010 ($)

1.9 i Doctoral degree

24 - Professional degree
40 [  Master's degree
sa I sachelor'sdegree
7.0 _ Associate degree

o2 I 5°™ %"
) no degree
|

10.3 [ High school diploma

Lessthan a
149
,—mgh bl st

1
Average: 8.2% Average: $782
” Source: Bureau of Labor Statistics, Current Population Survey

I

d




Eﬁ Barriers to Education

i Financial obstacles (i.e., cost of tuition, materials)

i Time must be diverted from other responsibilities
work, parenting, etc

i Lack of support for household responsibilities

1 Lack of support to overcome learning difficulties
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One program
that helps low
Income people
save for
education is the
Individual
Development

Account
(Sherraden1991)




. What are IDAs?

i IDAs are matched savings accounts
i Main uses ofDAs:

i Home purchase

i Postsecondary education

i Micro-enterprise
i Program bundle:

i Financial education

i Case management

i Peer relationships



\tion with IDAs

Fauca

i Provides matched funds as incentive for saving

i Requires participation in 12 hrs of general financial
education

i For those saving for school, 2 additional hrs specifis
to postsecondary education

i Includes working on®n-one with a case manager




Eﬂ‘ context  of IDAS Inthe U.S.

i IDAs are both popular and have bipartisan support

i Funded by federal, state, and local governments,
foundations, financial institutions and private donor:

i There are currently about 1,100 IDA projects and
more than 85,000 people have participated in IDAS




Lﬁ'l Research and evaluation of IDAs

i IDA research has primarily focused on the America
Dream Demonstration (ADD)

i National study of the Assets for Independence IDA
program

i State and county level evaluations
u Most studies focus on shdadrm outcomes

1 Most IDA research uses naxperimental methods,
e.g. surveys, Haepth interviews, and account activit




ﬂl ADD Experiment o Waves 1 -3

i The only randomized longitudinal experiment of IDAs
In the U.S. comes from American Dream

Demonstration (ADD), conducted in Tulsa, OK from
1998 2003

i Eligibility: Individuals had to be employed, but earninc
less than 150% of federal poverty level at entry

i Random assignment of 1,103 participants

Interviews at baseline (Wave 1),-tonth followup
 (Wave 2), and 4ear follow-up (Wave 3)



I. The ADD xperiment

i Treatmengroup’ invited to participate in the
IDA program and receive access to matched
saving accounts, financial education, and case
management

i Control groupi abstained from participating in
any CAPTC matched savings during the
experiment




. The ADD" xperiment

i Asset goal$ home purchase, home improvement or
repair, business stamp or expansion, postsecondary
education or training, retirement accounts

i For education, match rate of 1:1

u Maximum matched deposit: $750 per year for 3 year
Participants could accumulate up to $4,500 for
education




. ADD Experiment Wave 4

i Assessment of the lorgrm (10 year) impact of IDA
programs

i Follow-up with both treatment and control group

participants 10 years after random assignment (6 yec
postgraduation for treatment group)

i Collaboration between UNC, Center for Social
Development, and Brookings Institution




@ Data Collection tor ADD Wave 4

i Conducted by RTI International August D&\pril 09
i Primarily faceto-face interviews, about 60 minutes

i Revised the Wave-3 survey instrument to include
additional measures

i Intensive tracking efforts no differential efforts were
used to track down treatment or control groups

i Interviews in the field were conducted at the same
pace for treatment and control groups




I Sample Size & Response Rate by We ave

Treatment | Control Response
Interview Months
Group Group Rate

Baseline Oct.1998

(Wave 1) Dec. 1999 N=537 N=566 N=1,103 N/A
18-month
follow-up '\A/'Sy 22000001 N=462 N=471 N=933  84.6%
(Wave 2) J

4 year followup  Jan. 2003 N=412 N=428 N=840 26.20

(Wave 3) Sept. 2003

10 year followup Aug. 2008

= = = 0)
(Wave 4) Apr. 2009 N=407 N=448 N=855 80.1%



L 8\ U icomes

i Enrollment in school since baseline

i Earned a degree or certificate since baseline

i Increased education level since baseline




. Methods: Analyses

i Intentto-Treat (ITT) analysis of all those assigned to
treatment group

o Marginal effectgrobitregression predicting outcomes
from treatment, financial and demographic covariates

i Subsample analysis predicts treatment effect for each
group (e.g., males and females) and compare treatmen
effects using a cksquardest

1 Onetalled tests for treatment effect, tvanled tests for
comparisons




u Selfselected

i Program selected

i Recollection over time does not always match with

the prospective data




I ‘Education at Baseline

Less than H.S. degree
H.S. grad or GED
Some college
2-yearcollege degree

4-year college degree

Any graduate school

6.9%

25.8%

41.3%

13.8%

7.6%

4.6%

Treatment
(N=407)

7.1%
25.8%
40.8%
14.2%

7.6%

4.4%

Control
(N=447)

6.7%
25.7%
41.8%
13.4%

7.6%

4.7%



1l Education S vVing Among I reatment Group =~~~

i 8.3% of participants intended to use savings for
education (MIS IDA data)

i 7.8% actually made a matched withdrawal for
education (MIS IDA)

i 8.7% reported making a withdrawal for education
(Wave 4 survey data)




@'Trea_tment 'ect on ducation

Degree/Certificate Increase In

Sl Completion | Education Level

dHdx  p dF/dx D dHdx  p

Treatment effect 0.07 0.042 0.05 0.092 0.04 0.163

N 823 823 o547

P-values from ondailed tests.




N 659 152

Comparison of Treatment

Effect Across Groups p=0.149

* p < .05, onetailed.




Eﬂ.")lm“{ml. Analyses: Enroliment
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I Subsample Analyses: Dt | pletion

TreatmenE&ffect (dFHdx) 0.03 0.14*

N 659 145

Comparison of
Treatment Effect Acros: p =0.032
Groups

* p < .05, onetailed.
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my Subsampile Analyses: Increased Education =

Treatmen€E&ffect (dFHdx) -0.03 0.43**

N 435 110

Comparison of
Treatment Effect Across p =0.000
Groups

** n < .01, onetailed.
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. Conclusions

i ITT analysis and 8% who saving for education

i CAPTC IDA program provided support to enroll in

school and for some to complete a degree

i Other supports may be necessary to help overcome

barriers to increasing educational level

i Evidence suggests males may benefit more from

treatment




u John D. and Catherine T. MacArthur Foundation

i Annie E. Casey Foundation

i Charles Stewart Mott Foundation
i F.B. Heron Foundation

i Rockefeller Foundation

i Smith Richardson Foundation

i National Poverty Center

WU University of North Carolina at Chapel Hill




