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Record Type: Record

To: Christa Robinson/OPD/EQP

cc: Bruce N. Reed/OPD/ECP, Elena Kagan/OPD/EQOP, Laura Emmett/WHO/EOP
Subject: Re: IDAs and Community Services Bill Signing

FYI re: potential bill signing event. The Community Services bill includes Head Start, LIHEAP, and
new IDA demonstration program. Jen says we're mostly pleased with Head Start {though a bit
concerned about increased funding for quality at expense of serving more children).
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Record Type: Record

To: Jonathan Orszag/QPD/EOP
cc: Emil E. Parker/OPD/ECP, Sally Katzen/OPD/ECP, Jonathan A, Kaplan/CPD/EQP, Andrea
Kane/OPD/EOP

Subject: Re: IDAs and Community Services Bill )

The president wants to do a signing ceremony -- he said it on our events memo. Brian we should
have a scheduling request to put in and gene can bring up at CoS scheduling meeting today.
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Record Type: Record

To: See the distribution list at the bottom of this message

CcC:
Subject: IDAs and Community Services Bill

1 just heard that the conference on the community services bill {Head Start, community services,
LIHEAP reauthorization and the IDA demonstration} should be finished in the next day or two and
the report should be filed early next week. That means there is a chance that the bill will pass by
the end of next week, which would mean we would get it the following week for a possible signing
ceremdny. According to Cong. Hall's office, they took all our changes to the IDA bill. _Someone
should check to see how we are doing on the Head Start component.

Message Sent To:
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, WEINSTEIN P @ A1@CD@VAXGTWY @
VAXGTWY, Cynthia A. Rice/CPD/EOP

cc:
Subject: Re: Funding for IDA demonstration

Assuming we concur w/ NEC, | think OMB may suggest unspent WTW funds. 1 think we should
ask them for other alternatives {which Tdi@ 6nce but got no responsel, and WIW should only be a
last resort.

- Forwarded by Andrea Kane/OPD/EOP on 09/28/98 02:33 PM
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Record Type: Record

To: Barbara Chow/OMB/EQP
cc: Barry White/OMB/EOP, Larry R. Matlack/OMB/EQP, Andrea Kane/OPD/EQP
bece:

Subject: Re: Funding far IDA demonstration @

Gene_believes that we should try to get funding for FYS9. While-Gene-dossn-t think we need the
full $25 million this year, he wants us to get the program started now.

Barbara Chow
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Barbara Chow
09/28/98 01:56:56 PM
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Record Type: Record

To: Jonathan Orszag/OPD/EOP

cc: Barry White/OMB/EQP, Larry R. Matlack/OMB/EOP, Andrea Kane/OPD/ECP
Subject: Re: Funding for IDA demonstration [E

| believe the IDA money in the Senate bill is earmarked within the welfare research account, a
position which we oppose. If it is provided on top of the welfare research we would probably not
oppose it but would need to determine how it is financed. Another alternative is to simply support
2000 funding for IDAs and kick this issue until next year.
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WASHINGTON ((‘
June 16, 1998 C((f N
MR. PRESIDENT: (Q(g

some changes, the Coats-Harkin Individual Development

Accounts (IDAs) legislation, which would establish a 4-year, A
$100M demonstration program under which State, local and 027'3 )
nonprofit entities would operate IDA programs.

The attached Sperling/Reed memo asks you to endorse, v.iri‘tgq {(%\

Under the demonstration, low-income households would Cep cedf
qualify to open IDAs with a match from the administering ‘Mﬁmu‘J
agency of at least 1:1 and no more than 8:1. Individuals could S(_zz\{,.m

o
make withdrawals from their accounts for (i) a first-home Q,u al N
purchase; (ii) post-secondary education expenses; or (iii) Cos

starting a new business. The bill gives a preference to
administering entities that attract substantial private or non-
Federal matching funds. The bill enjoys bi-partisan support.

Gene/Bruce present three Options, but no one supports Option
2, which would have you put forward an IDA proposal with a
higher price tag, or Option 3, which would have you propose a
narrower IDA demonstration limited to home buying. All of
your advisers (NEC, DPC, OMB, Podesta, Stein, VP, Treasury,
HUD, CEA, SBA, HHS) support Option 1, which is to endorse
Coats-Harkin with-some modifications. There is some risk the
GOP will attempt to expand the IDAs to include K-12 private
school (a type of Coverdell Amendment), but Harkin has
vowed to oppose any suchrefforts. Your advisers are seeking a
similar pledge from Coats.

Option | (recommended) ¥ Option2 _ Option3 __ Discuss __

Sean Maloney %_



THE WHITE HOUSE
WASHINGTON
June 14, 1998 T p

MEMORANDUM FOR THE PRESIDENT

FROM: GENE SPERLING -
BRUCE REED
SUBJECT: Individual Development Accounts

On Wednesday, the Senate Labor subcommittee will mark-up the Human Services
reauthorization bill. Besides Head Start and LIHEAP reauthorization, the Committee is planning to
include a demonstration of Individual Development Accounts. Given your record, we believe that
you should get out in front on this issue and we should either endorse the proposal (with some
modifications) or propose our own IDA demonstration.

For many years, you have strongly supported Individual Development Accounts (IDAs) as a
means to build assets among lower-income Americans, help move people from welfare to work,
expand homeownership opportunity, increase access to post-secondary education, and help people
start their own businesses. Indeed, nearly six years ago -- in September 1992 -- you announced your
support for IDAs, saying that they “would encourage poor Americans to set money aside in special
savings accounts that they can use for a home, their education, their training or starting a smalil
business.” To that end, your 1994 Welfare Reform proposal included an IDA proposal and the 1996
Welfare Reform law allowed States to use welfare funds to establish IDAs.

However, the Federal government has yet to provide direct funding to create IDAs. This
memo lays out three potential options for the Administration: (1) endorse the Coats-Harkin IDA
demonstration bill; (2) put forward our own Coats-Harkin-/ike IDA proposal with a higher price tag;
or (3) propose a narrower IDA demonstration for just homeownership.

Coats-Harkin IDA Demonstration Bill:

Senator Coats and Senator Harkin are the lead sponsors of a bill which would establish a four-
year, $100 million IDA demonstration under which State and local agencies and/or non-profits would
be funded to operate IDA programs. The demonstration would be open to households that are either
eligible for welfare (TANF) or have an income level below the EITC phase-out point and a net worth
below $10,000. For each dollar deposited into the IDA by a low-income family, the administering
agency would provide a match of not less than 1:1 and not more than 8:1. Individuals could make
qualified withdrawals from the IDA for only three purposes: (1) purchase of a first home, (2) post-
secondary educational expenses, or (3) starting 2 new business. The Coats-Harkin bill gives a
preference to entities that are able to attract pledges of substantial non-Federal, especially private
sector, funding to serve as a match for the Federal dollars. And to determine whether this
demonstration works, the bill requires that there be a rigorous evaluation of the program.



You should know that the Coats-Harkin bill has the support of a bipartisan group of
Senators, including Abraham, Lugar, Collins, Moseley-Braun and Wellstone. On the House side,
the fead sponsors of the companion bill are Tony Hall and Kasich. While there are no real
substantive problems with the bill, there need to be some clarifications and technical corrections.

Options:

The following options would be coupled with two other measures to promote IDAs in the
private sector and at the state and local level: first, we would ask the banking regulators to clarify that
banks and thrifts can receive Community Reinvestment Act credit for IDA programs; and secohd, a
letter would be sent from HUD clarifying that HOME and CDBG funds can be used to establish IDA
programs. In addition, because of the need for an offset to pay for any of the following options, we
are investigating whether we could place the IDA program within the Treasury Department instead of
at HHS (as the Coats-Harkin bill does) and direct the Community Development Financial Institutions
(CDFI) fund to set-aside funds from its existing budget request for FY99 to pay for its operations.

tion 1: Endorse Coats-Harkin bill

Pros:

o Could help approximately 50,000 lower-income Americans build assets, which is an
important means to get out of the cycle of dependency. '

L While the national homeownership rate is nearly 66 percent, the rate among lower-income
and disadvantaged Americans is below 50 percent. IDAs would help expand
homeownership opportunities to this group of people. IDAs would also help increase access
to college and help low-income families start their own businesses.

] Provides another tool to move people from welfare to work.

. Enactment of Federal IDA legislation would complete the community empowerment agenda
you laid out in your 1992 campaign.

. Would dovetail well with other housing proposals: Low-Income Housing Tax Credit
expansion will help develop more rental housing units; Welfare-to-Work Housing Vouchers
will help move welfare recipients into privately owned rental housing; and IDAs will help
these families save to become homeowners.

L Of all the options being considered, most likely to be enacted this year.
Cons:
. The Coats-Harkin bill comes with a price tag of $25 million per year. One option to pay for

our endorsement could be to place its operation within the CDFI Fund and direct the Fund to
set-aside $25 million within its FY99 budget request.

2



. Some believe that Republicans would expand IDA bill to include K-12 private school
education, reopening the same issues raised by Coverdell amendment, but in a less favorable
context (IDAs help lower-income Americans, while IRAs disproportionately benefit those

with higher incomes).

) This initiative would help only a small percentage of low-income persons who need help
accumulating wealth. .

L An IDA demonstration may be vulnerable to fraud, especially allowing withdrawals for small
business activities.

o Endorsing Coats-Harkin means you will not have put forward your own IDA proposal (even
though Coats-Harkin is based largely on the one included in our 1994 welfare proposal).

Option 2: Put Forward Qur Own IDA _Demonstration with a Higher Price Tag

Another option would be to put forward our own IDA demonstration proposal (with a higher
price tag), while acknowledging the proposal from Senators Coats and Harkin. OMB believes that
the largest our own IDA demonstration program could be -- within your FY99 budget -- is $30
million per year (or $150 million over five years). This option would allow us to make the small
substantive and technical changes to the Coats-Harkin proposal without having to negotiate with
their staffs.

Pros:

. Same as option 1, but you would have ownership of the proposal.

Cons:

. Same as option I, but the price tag for this'option would be higher and would require a
larger offset.

L Could upset Harkin and Céats that we are proposing a similar IDA demonstration without

endorsing their proposal.

Option 3; Propose More Narrow IDA Demonstration for Only Homeownership

Another alternative would be to propose a narrow IDA demonstration which would be
focused solely on homeownership - the only qualified withdrawal would be for the purchase of a
first home, :



Pros:

® Focuses message on homeownership and focus attention on the importance of saving for
homeownership.

[ ] Allays concerns of education community that IDAs would be used as vehicle for Coverdell.

o Costs less than other two options.

Cons:

. Some may question why we did not propose allowing post-secondary education as a qualified

withdrawal from IDAs, given your strong record on expanding access to college. We would
get the same criticism for not allowing withdrawals for starting a new small business.

Recommendations:

NEC, DPC, OMB, White House Legislative Affairs, OVP, Treasury, HUD, CEA, SBA, and
HHS recommend that you support the Coats-Harkin bill with some modifications. There is
unanimous agreement that endorsing Coats-Harkin would be consistent with your goals of helping
move people from welfare to work, provide educational opportunities, help people buy their own
homes, and help people start their own businesses. If you decide to endorse Coats-Harkin, we will
work with their staffs to ensure that the bill is modified to address the specific concerns of your
advisors; for example, we want the bill to include a stronger evaluation component so that we have
rigorous evidence on whether this initiative works or not.

Education is concerned that endorsing an IDA demonstration now may provide the
Republicans an opportunity to open up the accounts to K-12 private school education. You should
know that Senator Harkin has indicated that he will pot support the IDA demonstration if the
Republicans try to attach a Coverdell-like amendment. Your advisors believe that we should work
with Senator Harkin to obtain a similar pledge from Senator Coats before we endorse the bill. In the
end, we believe that Senator Coats will provide us this guarantee because he is retiring and wants to

pass the IDA bill.

Endorse Coats-Harkin Bill (RECOMMENDED)
Put Forward Your Own, Bigger IDA Demonstration Proposal
Propose Narrow IDA Demonstration Program Targeted To Homeownership

Discuss Further



We - DA

Paul J. Weinstein Jr.
06/24/98 03:36:16 PM

Record Type: Record

To: Bruce N. Reed/OPD/EQOP
cc: Elena Kagan/OPD/EOP
Subject: 1DAs

We are getting some things.
---------------------- Forwarded by Paul J. Weinstein Jr./OPD/EQP on 06/24/98 03:39 PM

“ Andrea Kane m

Record Type: Record

To: Jonathan Orszag/OPD/EOP, Emil E. Parker/OPD/EOP, Paul J. Weinstein Jr./OPD/EQP, Cynthia A.
Rice/OPD/EQOP

cC:

Subject: IDAs

Apparently the Senate subcommittee reported out the Hurman Service Reauthorization unanimously.
They were very postive about the IDA demonstration, naming it after Coats.
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP

cc: Jonathan Orszag/OPD/EOP
Subject: This Saturday's Radio Address

The topic of this Saturday's radio address is supposed to be homeownership and housing {including
welfare-to-work housing vouchers). This is our only chance to talk about these two important
agendas, and we need this radio address. In addition, we plan to use the radio address to endorse
the Coates IDA bill as well as an agreement between the National Association of Realtors (NAR).
Qver the past several months, HUD and NAR have been working through the details of the initiative

and they are about to be finalized. Under the terms of the final agreement, NAR will develop a
cultural dj i ificati which will reflect the letter and spirit of the President’s One

America initiative and will be subject to approval by HUD. Upon approval, HUD woutd permit NAR
to award the use of the One America mark and logo by real estate professional who are free of fair

housing violations and successfully complete the one-day _training program.
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DRAFT

May 30, 1998

MEMORANDUM FOR GENE SPERLING
FROM: JON ORSZAG

SUBJECT: Policy Announcements for National Homeownership Week

| believe that any remarks for Homeownership Week would (1) emphasize
our accomplishments over the past five years; (2) push for our housing agenda
(welfare-to-work vouchers, low-income housing tax credit expansion,
“play-by-the-rules” homeownership initiative); and (3) put forward a new policy
announcement. A fourth potential component of any announcement would
acknowiledge the efforts of Habitat for Humanity and their “House that Congres
Built” effort.1

Over the past two months, we have held a number of homeownership
meetings with the goal of developing newsworthy initiatives that do not spend
“new money.” These meetings have included representatives of HUD, Treasury,
NEC, DPC, OMB, OTS, Federal Home Loan Bank, Neighborhood Reinvestment
Corporation, Agriculture, and PIR (for the One America initiative}). Through this
process, we have developed two potential announcements for Homeownership
Week: the first would be more of a fair housing and homeownership
announcement; the second would be more about providing incentives to lower
income Americans to become homeowners.

Option 1: One America Announcement

Last fall, HUD and NAR concluded a Memorandum of Understangding {MOU)
which sets forth the hroad outline of a One America housing initiative and the
rights and responsibilities of the parties. One potential policy announcement is the
final details of this initiative.

Over the past several months, HUD and NAR have been working through the
details of the initiative and they are about to be finalized. Under the terms of the
final agreement, NAR will develop a cultural diversity certification program which
will reflect the letter and spirit of the President’s One America initiative and will be
subject to approval by HUD. Upon approval, HUD would permit NAR to award the
use of the One America mark and logo by real estate professional who are free of
fair housing violations and successfully complete the one-day training program.
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HUD will promote the One America initiative in an advertising campaign on
television, in public service announcements, speeches, interviews, in FHA
advertising, and on HUD’s Web page.

The agreement goes on to spell out the terms governing use of the One
America mark and logo by certified real estate professionals, restrictions on its use,
and circumstances requiring its surrender.

A final draft of the agreement has been approved by NAR and is in final
review by HUD.

Option 2: Individual Development Accounts

As you know, Individual Development Accounts (IDAs) are a new innovative
idea that the Administration has supported in the past (but never put any money
towards). They help lower income American boost savings by matching each dollar
the individual deposits with public (or private) funds. The match, in some cases, is
as high as eight to one, even though we envision something more in line with
two-four to one. The match could come from the government, non-profit, or from
a for-profit entity. Withdrawals from the IDA are generally allowed for only buying
a home; education and training; or starting a new business. Participation would be
limited to lower American families. In general, participation is limited to those
eligible for welfare or have an income below the EITC phase-out point, and have net
worth below $10,000.

There is one main way that we can promote IDAs (and three more minor
ways -- see below):

1. Endorse Coats Legislation. Sen. Coats is the lead sponsor on a 4-year,
$100 million IDA demonstration program -- the Assets for Independence Act --
under which states and local agencies and/or non-profits would be funded to
operate IDA programs providing a match of no less than one to one and no more
than eight to one for each odllar of earned income deposited into the account.
Under the Coats bill, preference in the application process would be given to
entities that are able to attract pledges of substantial non-Federal -- especially
‘private sector -- funding to serve as a match for Federal dollars. In the Senate, the
co-sponsors of this legislation are: Harkin, DeWine, Abraham, Lugar, Levin,
Moseley-Braun, Collins, Wellstone. In the House, the legi'slation is sponsored by T.
Hall and co-sponsored by conservatives such as Kasich to liberals such as Olver.

You should know that the endorsement of Coats’ bill would raise an issue
about how we are paying for our endorsement. While $25 million for FY99 is not
much money, we may raise an issue about supporting legislation and not offering to
“pay for it.” In the past, we have offered to “work with Congress to find
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appropriate offsets.

L

Woe could do this in this case, but it raises this issue.

Moreover, supporting the Coats legislation makes it difficult for us to come

forward with our own more comprehensive proposal in the FY2000 budget. While
we will not be completely locked in, it would be any new proposal in our next
budget less newsworthy.

In conjunction with any announcement on IDAs, we could also make three

other announcements:

1.

FFIEC Letter to Clarify That Banks Can Receive CRA Credit for IDA Programs.

The Corporation for Entreprise Development (CFED) has been at the forefront
of this issue and they believe that a definitive, and inclusive, regulatory
position statement is needed to encourage financial institution participation.
To that end, OTS has worked with CFED to craft a request for an
interagency (FFIEC) CRA interpretation on IDAs. OCC was awaiting a formal
interpretation from a major bank, which they supposedly received last week.
Therefore, the regulatory agencies are prepared to issue a formal
interpretation that states that IDAs, designed for the education, housing or
business development benefit of low- or moderate-income individuals, serve
community development purposes and would therefore be eligible for credit
under the Community Reinvestment Act. This should allay concerns and
facilitate partnerships among financial institutions.

Letter from HUD to State and Local Areas To Clarify That HOME and CDBG
Funds Can Be Used To Establish IDA Programs. While HOME and CDBG
funds can currently be used to establish IDA programs, many state and local
areas do not know that this is an eligible activity. Therefore, HUD would
issue a clarification letter that would state that HOME and CDBG funds can
be used for IDA programs that benefit low- and moderate-income Americans.

Examples of IDA Programs. The Partners in Homeownership are also
prepared to release a booklet of examples of current IDA programs. | would
not suggest calling this a “best practices” booklet because we do not yet
know how successful IDA programs have been. This book would solely be a
book about how IDAs have been set up so far.
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In effect, RLA is striving to develop-a culrure of trust and cooperation. It wasa't enough to bri_ng together 2 group
of companies in the same industry. Instead, a social milieu in which intercompany communication and cooperation
could emerge had 1o be created.

In the past. this kind of collaboration was not recognized as an essential feature of economic development. In
fact, measures to evaluate the success of various strategies conceratrated on outcomes like the number of jobs
created; they paid no anention to the conditions that affect the ability of businesses 1o create jobs. The network
strategy addresses those conditions. And it can make available queality jobs for low-income residents.

It's too early to weigh results. But the synergy anising from collaborative efforts can lead o a fundamental change
in the character of economic relationships among small companies, and between companies and the communities
in which they are located. This is systemic change in its most basic form, 2 process, unfortunately, that is still not
understood by economic-development specialists.

Copyright 1997 Times Mirror Company
Los Angeles Times
June 22, 1997, Sunday. Bulldog Edition

MATCHING FUNDS GIVE POOR SOMETHING TO BAINK ON; WELFARE: NEW PROGRAMS GIVE
WELFARE RECIPIENTS IN A HANDFUL OF STATES OPPORTUNITIES TO PUT THEIR MONEY TO
WORK TO HELP THEM BETTER THEMSELVES.

BYLINE: ALLEN G. BREED, ASSOCIATED PRESS

DATELINE: PIKEVILLE, Ky.

Geneva Thacker's wish sounds simple enough: She'd like city water hooked up to her trailer so she and her two
young children won't have to carry buckets anymore.

"I pack it in buckets from Mommy's." said the 29-year-old eastern Kentucky wornan, who washes clothes by hand
and uses a barrel to catch rainwater. *It's a big hill. Thatd me=an everything to me to get to put my bathroom in and
my waler.

_"I'd probably think [ was fich.”

But all that—the water lines, meter and septic system--woul@ cost about $ 2,500. And like most welfare
recipients, the Booneville resident doesn't have much money to spare at the end of each month.

Until recently, government regulations actually discouraged recipients from saving by cutting off benefits when
bank accounts got even a lirtle money in them.

But thanks, in part, to welfare reform, Thacker and others i her remote community may soon be able to parlay a
$ 15-a-month investment into enough money to start a businesss, to get an education, or to finance or repair a
house.

They would do 1t through individual development accounts, or IDAs. The program uses private or public
matching dollars te give the poor the incentive—and the means—to save.

In Thacker’s case, for every dollar she saves, $ 6 in grant money will be added to her account. But this is no
handout, said the man who developed the concept.

Please contact Dana Colarulli if you would like to receive the WWR Daily Report by e-mail or if you have questions
about articles found in this publication. {deolarulli @acf.dhhs._ gov (e~mail) or 202-401-8351 (voice}).
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"We spend over $ 200 billion a ye2r in the United States in federal 1ax exemptions for asset accum.ulation in
home morgages and retirement pension accounts, and these are the vehicles through which most middle-class
individuals accumulate some assets.” said Michael Sherraden, director of the Center for Social Development at

Washington University in St. Louls.

“So the pﬁnéiple of government supporting asset accurulation is already well established. It's just that we
haven't done it for poor people.”

The IDA concept has been around since the lare 1980s. But the idea is just starting to pick up steam as 2 way to
help people become self-sufficient

Recently enacted federal welfare changes allow states 10 lift asset limits on welfare recipicats. States also may use

. part of their federal welfare block grants to match IDA deposits.

Towa, a leader in welfare reform, was the first state lo do it, matching 20 ¢ents on the dollar, Sherradien said. He
said about a dozen states have either enacted or are considering such legisiation.

Private organizations have been testing the waters for several years.

The Women's Self-Employment Project in Chicago is in the second year of a two-year demonstration with 50
low-income women. Using $ 60,000 in city money as leverage with the Harris Bank, the organization has been
able o0 give a 2-to-1 match on monthly deposits, president Connie Evans said.

In Indianapolis, Eastside Community Invesuments Inc. is using grant money to match IDA deposits by a ratio of
up to 9-to-}. The program has allowed Shanise Manyfield-Russell 10 emerge from a battered-spouse shelter with
hopes of running her own day-care center.

Manyfield-Russell, 32, is raising four children, ages 4, 5. 6 and 7, by herself. Last Avgust, she deposited § 75 in
the account and now has more than § 1,000. S$he is using the money to go back to school and get certificd in early
childhood development.

“Without this program, I would never have been able to take a chance on finding what I really would like to do,”

said Manyfield-Russell, who alreadv watches as many as 10 children a day during the summer.

_ In Kentucky, the Mountain Assn. for Commurity Economic Development is using 2 $ 200,000 grant to starta
credit union in Booneville,

After two years, cach participant should have $ 2,520 to work with. That kind of money means a lot to people in
Owsley County, where more than half the residents are below the poverty level,

Thacker, who dropped out of school in the 11th grade and has been on welfare for about nine years, earns her $
328 monthly benefits in 2 nonprofit T-shirt and used clothing shop. She said it's hard to save $ 15 a month, but the
program will give her a sense of accomplishment,

"I wouldn't ask my people for any money,” she said. “I know they'd give it to me if they had it. FQ just rather not.
I'd rather do it on my own.”

Sherraden said there are now about 40 [DA programs nationwide, and the concept is spreading,
The Corporation for Enterprise Development in Washington, D.C., is embarking on a four-year, $ 11-million

national demonstraton project. Program manager Brian Grossman said Sen. Dan Coates (R-Ind.) is working on
legislation that would create an even larger demonstration—~four years, $ 100 million.

Please contact Dana Colanuili if you would like to receive the WR Daily Report by e-mail or if you hawve questions
about articles found in this publication, (dcolarulli @acf.dhhs gov (e-mail) or 202-401-6851 (voice)).
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C DEPARTMENT OF HEALTH & HUMAN SERVICES Office of the Secretary
rrrens Washington, D.C. 20201

February 12, 1997

NOTE FOR BRUCE REED
L ELANA KAG

FROM: John Mon

Per your request, attached you will find information
concerning Individual Development Accounts (IDAs) and other
asset development strategies. The first four items in this
package were proposed by the Corporation for Enterprise
Development. Of particular interest may be 1) the
description of state activities on p. 2-3 of the paper
entitled ““Building Assets and Economic Independence: IDAs''
and 2) examples of State asset strategies in the Appendix A
of the same paper.

Also, as the final item (ACF's chart of TANF Plan
submissions) shows, the following states hawve specifically
identified IDAs in their TANF plan: BAZ, CA, CT, DE, IA, MS,
OR, PA, SC, TN, TX, VA, & WS.

Attachment
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DRAFT

POLICY BRIEF

Building Assets and Economic Independence:
Individual Development Accounts (IDAs)

Summary

Americans of most economic classes are having increasing difficulty climbing the economic

ladder. Fully half of all Americans have no, negligible or negative investable assets just as the
price of entry to the economic mainstrean - the cost of a house, an adequate education or
starting a business -- is increasing. Out of this economic reality, a new policy tool has emerged
directed to enabling struggling families to achieve economic well-being and build assets.

Individual Development Accounts (IDAs) are IRA-like matched savings accounts restricted to use
for post-secondary education and training, business capitalization and home ownership. Already,
16 states have implemented IDA programs in different forms and IDAs provisions were included
in the new federal welfare reform law. :

In this issue brief, we examine (1) how by supporting and encouraging savings, investment, and
asset-building IDAs can help families move forward economically, (2) different ways states have
implemented IDAs, (3) various funding sources that states which start IDA programs can tap, and
(4) several different ways states can implement IDA initiatives.

Background

In his seminal 1991 book, Assets and the Poor: A New American Welfare Policy, Washington
University Professor Michael Sherraden argues that people move forward economically through
savings and investment, not through spending and consumption. Owning assets gives people a
stake in the future -- a reason to save, to dream, to invest time, effort, and resources in creating a
future for themselves and their children. As Sherraden puts it, “Income may feed people’s
stomachs, but assets change their heads.””’

The distribution of assets in this country is much more unequal even than income distribution:
while the top 10% of Americans command 40% of national income, the top 1% control as many
assets as the bottom 80%. The fact that half of all Americans lack significant investable assets is
cause for concern. Asset deficiency places homeownership, entrepreneurship, and higher
education out of the reach of many Americans and in doing so prevents them from advancing
economically.

' Michael Sherraden, Assets and the Poor: A New American Welfare Policy. Armonk, NY: M.E. Sharpe Inc,
1991. '
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American’s low asset levels are not surprising considering the low American household savings
rate (less than 5%), and lack of government support for asset building for a sizable segment of the
populace. While the US Government subsidizes asset acquisition for the non-poor at a leve! of
$200 billion annually at the Federal leve! in the form of the home mortgage deduction, preferential
capital gains, and pension fund exclusions, many Americans lack the resources to take advantage
of these subsidies. At the same time, the government actually has penalized asset acquisition by
the poor by denying eligibility to public assistance recipients who have exceeded the $1,000 assct
limit.

While significant, America’s asset deficiencies and inequalities are not irreversible. Several times
in American history, the government has implemented policies which have successfully boosted
asset levels of all Americans, regardless of income. For example, the Homestead Act of the late
19th century provided 160-acre plots to those Americans who agreed to settle and farm the land,
and the 20th century GI Bill subsidized college educations and secured home mortgages for
millions of World War II veterans. Modeled after these programs, IDAs look to broad-based
asset-building as a tool for economic growth.

The Rise of IDAs

IDAs have already generated unprecedented by partisan support. They are politically feasible in
all states. Jack Kemp and Bill Clinton support IDAs. Bill Bradley (D-NJ), Orrin Hatch (R-UT),
Carol Moseley-Braun (D-IL), Dan Coats (R-IN), Thad Cochran (R-MS), Spencer Abraham (R-
MI), and Virginia Governor George Allen are also advocates. Even John Kasich (R-OH) who has
led the battle to cut federal spending believes that IDAs are worth state and federal investment.

Recently, the federal government included IDAs in its welfare reform legislation (see betow).
Additionally, more Federal legislation on IDAs is imminent. Senate Bill 1212, The Assets for
Independence Act, introduced by Senators Dan Coats (R-IN) and Carol Moseley-Braun (D-IL)
would create a $100 million, 50,000 account national IDA demonstration. This provision was
also introduced into the House by John Kasich (R-OH). Due to its broad bi-partisan appeal and
the legislative momentum for IDAs evidenced by the inclusion of IDA provisions in welfare
reform, the Assets for Independence Act has a good chance of passing during the next Congress.
Those states who are running IDA programs or are planning them will be most likely to receive
federal dollars. (S1212 would also provide the same tax treatment of IDA contributions that is
now given to [RAs.)

IDAs and Welfare Reform

While providing states considerable latitude in determining eligibility standards and benefits for its
most needy citizens, the new welfare reform law also contains strict work participation
requirements and time limits for recipients. The new law directs states to find policies that help
low-income residents climb the economic ladder. IDAs address this need by helping transition
families from economic dependency to self-sufficiency by providing a mechanism for families to
save, invest, build assets, and create businesses and jobs.
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Section 404 (h) of the welfare reform law (H.R. 3734, the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996) authorizes states to set up IDA programs which provide
additional employment incentives, increase job retention, upgrading and creation, and promote
economic independence. Specifically, states are permitted to create community-based IDA
programs with Temporary Assistance for Needy Families (TANF) state block grant funds and can
disregard all money saved by the poor in IDAs in determining their eligibility for all means-tested
government assistance. The legislation also provides that only earned income can be saved in
IDAs, designates non-profit, community-based organizations as custodians of IDA accounts, and
permits IDAs to be used for education, homeownership, and business capitalization.

By including IDAs in their State Plans (whether or not they choose to fund them with TANF),
states will remove current penalties for savings and investment and create an infrastructure for
future federal investment. In addition, states may also consider broader IDA initiatives which
include the asset-poor majority and encourage savings through (refundable) tax credits to savers
or contributors to accounts, or other mechanisms. With the Federal Home Loan Banks, churches,
foundations, employers and the Federal government all beginning to fund IDAs, states that act
now to set up frameworks for IDAs will be first in line to tap into this funding.

State IDA Initiatives
IDA and asset-building initiatives are proliferating across the country:

+ 4] states have received welfare waivers to raise AFDC asset limits, making this among the
most popular state waiver request along with the expansion of earned income disregards.

+ 16 states have received waivers to legally recognize IDAs and protect AFDC recipients who
build assets in restricted accounts from losing eligibility.

» 9 states have actually enacted some sort of matching program ranging from refundable tax
credits to employer contributions to child support pass-throughs.

Towa was the first state in the nation to pass IDA legislation. As part of Iowa Invests, which
included the Iowa Family Investment Program (IFIP), a large welfare reform effort implemented
statewide in 1993, the state passed legislation that created IDAs for Iowans with income less than
200% poverty. For each dollar saved by low-income Iowans participating in IDA programs, the
state provides a refundable tax credit. Participants in the demonstration can use their IDAs for
education, homeownership, or business capitalization. In total, Iowa’s demonstration will create
10,000 IDAs and will provide $1 million in matching funds to the IDA savings of low-income
families by the year 2000.

North Carolina, meanwhile, is funding a multi-site IDA demonstration with Community
Development Block Grant Funds. Meanwhile, other states (Massachusetts, Mississippi, and
Oregon) have passed legislation which combines IDAs with wage subsidies. Under these “Full
Employment Plans,” public benefits (AFDC and Food Stamp payments under previous welfare
guidelines) are “cashed out” to provide wage subsidies to employers hiring welfare recipients.
After 30 days of employment, employers are required to pay $1 per hour worked into an IDA for
the welfare recipient. The account holder may use the funds in the account to pursue additional
education, training, or business development. (States have made different determinations as to
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what IDAs can be used for.) Appendix A (Basic Approaches to Matching Individual
Development Accounts ) provides a full list of mechanisms that states are using to match IDAs.

Why States Should Act Now

There are a number of reasons states should act now to begin to create systems of IDAs. Among
the more salient of these reasons:

»  With the rapid implementation of welfare reform, employment, education and job
creation incentives for welfare recipients are at a premium;

»  With new sources of support for IDAs opening up, including possible Federal
demonstration funding, foundation funding, as well as support from employers and
congregations, states and communities that begin crafting initiatives now will be first in
line to leverage support from such sources;

» There has been sufficient experimentation that states and communities initiating
programs can build on experience.

IDA Options for States

States contemplating IDA initiatives should concentrate in setting up a framework for private and
community IDA initiatives that can draw out and organize grassroots interest and action.
Additionally, it makes sense to start with welfare reform’s invitation to set up an IDA program.
Some options follow:

1. Remove penalties facing welfare recipients who set up IDAs. The Temporary Assistance
to Needy Families (TANF) legislation invites states to set up “a program of individual
development accounts” and provides that savings in such accounts should not affect the eligibility
or grant levels of recipients of any federal benefits program. Thus, once a state specifies an IDA
program in the state plan — even in the roughest of terms - eligible welfare recipients may
participate without losing not only TANF, but also Food Stamp, Medicaid and other benefits.
Even if no money is dedicated to matching IDAs, states should include this protection. Language
as general as “The State shall carry out a program for IDAs for individuals eligible for assistance
consistent with Section 404 (h) of the TANF legislation,” should be sufficient.

Additionally, many IDA programs have reached out to youth participants who have opened
college savings accounts and started businesses. States should disregard savings, assets, and
income of children when determining eligibility of their parents to receive government assistance.

Since IDA savings can only come from earned income, protecting IDA savings acts as an
employment incentive. Even more critically, IDA savings will tend to extend job retention: a
primary limit of welfare-to-work programs has been the fact that most employed welfare
recipients return to welfare at sometime as they have no savings to weather illnesses, accidents
and setbacks, nor any means of advancing beyond the sub-poverty entry-level job they obtain first.
IDAs provide a buffer against accidents and illnesses; they provide a means to invest in additional
training and skill upgrading; and they provide hope and a means to economic independence.

Some recipients will even be able to use IDA funds to create jobs for themselves and others.
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Moreover, establishing a legal structure for IDAs may be all that is necessary to catalyze matches
from non-state sources -- congregations, employers, foundations and others -- who may not
consider contributing.

2. Dedicate some TANF funding to match accounts of welfare recipients as an investment
in their economic independence. States which receive an increase in TANF funding - which
most should given the fall in caseloads since the 1994 base year -- may want to consider
dedicating a small percentage (5% ) of additional funds provided under TANF to matching
monies in the IDAs of eligible recipients. New funds will be scarce, but the real challenge of
TANF is to move welfare recipients into enduring employment. Given the evidence that 70% of
employed welfare recipients return to the welfare roles, the employment incentive, the tool for
skill and job upgrading, the investment in job creation, economic stabilization, goal orientation
and economic independence that IDAs provide is significant and deserving of investment.

A match of the first $100-500 per account per year would be quite significant and not extremely
expensive (matching the savings in 1,000 accounts would cost $100,000 to $500,000). The
number of accounts created could be apportioned to the number of recipients expected to
transition off welfare. Such a match would leverage not only private savings, but also
contributions from other sources, public and private. And it would position state and community
organizations sponsoring IDA initiatives for Federal and private demonstration monies.

Any such IDA initiative should be structured to meet the requirements of the Federal legislation
(see Appendix B, How to Structure Individual Development Account Legislation) to maximize
the chances of additional contributions and also to maximize the impacts. Management,
monitoring, counseling and enforcement should be delegated to community organizations wiiling
to take on the responsibility of insuring IDAs are used as intended. Funds should be held in
licensed financial institutions (notably banks and community development credit unions). An
investment of at least 20% of the match total should be made in community institution operational
expenses.

3. If the state chooses to convert some of the TANF block grant into a wage/employment
subsidy paid to employers who hire welfare recipients, employers could be required to
contribute to the IDAs of their new employees, just as states implementing “Full Employment
Plans” have done. Again, IDAs represent an investment in enduring economic independence that
should reduce recidivism and provide paths to economic upgrading and self sufficiency. Such a
requirement costs the state nothing and should not scare away employers.

While IDAs make sense as an additional tool for economic independence for welfare recipients,
states may not want to limit them to welfare recipients. Welfare recipients generally comprise
only about 23% of the poor,; other people in poverty — working families, men, recipients of
other benefits - indeed, other families near poverty or vulnerable to economic changes have
need for and potential to use IDAs. The following options relate to developing a more inclusive
IDA system.

4. Legislate a framework for an inclusive IDA system. Such a system should be patterned on
the framework contained in Federal IDA legislation to open the possibility of accessing such funds
if they materialize -- and maximizing chances of success. Sliding scale matches (usually for
households up to 200% poverty) insure that participants at different income levels can accumulate
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adequate funds to purchase assets. Again, by legislating an IDA framework, states can take
advantage of welfare reform benefits even if no state matching funds are provided.

5. Consider a range of options for matching IDAs — and encouraging others, including
accountholders themselves to invest in [IDAs. While some of even the poorest of the poor will
choose to save, the fact is that without matching their savings will not be capable of accumulating
adequate funds to purchase a home or education, or start a small business. By matching all funds
in accounts from any source, states can provide 2 magnet for other partners while limiting their
exposure by placing caps on the annual matches. Among the possible funding sources for the
match that states have used and might consider are:

» Tax incentives to accountholders: These can include deductibility of savings in IDAs
from earned income, exemption of earnings in the accounts, and or exemption of funds
withdrawn. These sorts of incentives are particularly useful and cost-effective for
extending the reach of IDAs to above-poverty accountholders. For low income
accountholders, refundable tax credits, perhaps on a sliding scale, like Iowa has
pioneered are useful. Iowa’s experience suggests however that refundable tax credit
rates above 20% are preferable, the governing rules should be kept as simple as
possible, and some program operating expenses should be provided.

« Tax incentives to individual and corporate contributors to the accounts of holders
below the poverty line, as Virginia and Colorado have proposed. In states which
already have a Neighborhood Assistance Tax Credit which provides a credit to
contributors to community based development organizations, the existing legistation
may be used as is, or specifically amended and expanded to cover IDAs of low income
people. States which don’t have such tax credits might want to consider the broader
legislation as a way to increase the support for and impact of such a program.

= Use of CDBG funds, low income housing and home ownership funds, scholarship
funds, job training funds, and microenterprise programs for IDA matches. In this
context, IDAs are an effective mechanism to deliver asset-building options while at the
same time encouraging savings and investment and building economic literacy.

6. Consider funding evaluation/monitoring efforts to accompany IDA efforts in order to
tract the costs and returns on their investment. This data will allow states to determine the
impact of IDAs and help create support for additional investments in [IDAs,

7. Consider providing support for community organizations which provide the counseling,
education, monitoring and enforcement of YDA programs. Such investments can be modest
(and expected to draw matches from private and local sources), but represent a prudent
investment in the quality of the IDA program, and will be necessary to allow interested
community organizations to participate.
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APPENDIX A

BASIC APPROACHES TO MATCHING INDIVIDUAL DEVELOPMENT ACCOUNTS

APPROACH | DESCRIPTION EXAMPLE

Refundable Individuals receive tax credit (which may be | Iowa provide a refundable tax credit of 20% for deposits

Individual Tax refunded if it exceeds tax liability) for of people below 150% poverty into IDA; percentage

Credit savings deposited in IDA. slides to 10% from 150 to 200% poverty.

Tax Exemption of | Deposits to [DAs do not count as income for | Virginia is proposing.

Deposits in IDA state tax purposes.

Tax Exemption for | [DA amounts withdrawn including capital Virginia is proposing.

Withdrawals appreciation, interest and dividends are not
taxed upon withdrawal for approved
purposes.

Tax Credit to Individuals and corporations who contributed | Colorado has proposed; Virginia is proposing as an

Contributors to the | to the IDA of low income people receive a extension of the existing Neighborhood Assistance

IDA of a Low tax credit (generally 50%) for contributions. | Program which already provides such credits for

Income Person contributions to neighborhood development efforts.

Required Employer who receives wage subsidies for Arizona, Delaware, Massachusetts, Maryland,

Employer Matches | employing welfare recipient is required to Mississippi, Oregon, and Virginia are using versions of
contribute $1 per hour worked after 30 days | Full Employment (wage subsidy) Plan. Massachusetts,
of employment, Mississippi, and Oregon combine both the wage subsidy

and IDA,

Child Support Pass | Portion of child support payment is passed Missouri has legislated.

Through through if placed in IDA for children.

Eamed Income State/Federal governments permit EITC lump

Tax Credit Pass sum payment to be deposited in [DAs

Through without affecting grant ¢ligibility or levels.

Direct Match State agrees to match deposits (from Direct General Fund 1:1 matches the first $120 in IDA
whatever source) to low income/asset IDAs savings of low income people have been proposed in
up to a stated ceiling {e.g., first $120in California, North Carolina, and elsewhere.
savings),

Voluntary Employers match savings of employees, or Private firms working with the Council for Adult &

Employer Match provide training vouchers/accounts. ' Experiential Learning have established 100,000 such

accounts,

Direct Match with | The state matches savings in IDAs with HUD | North Carolina is implementing an IDA demonstration

CDBG Community Development Block Grant funds. | which uses CDBG funds to match IDA participants

savings.

Direct General The state matches savings in [DAs with Proposed in Califomia and Nerth Carolina.

Fund Matches general fund revenues.

Other The Texas legislature has instructed the Department of

Human Services to encourage private sector employers
to provide matches.

Towa leverages matches cut of community groups chosen
to administer JDA refundable tax credits by making
such matches a criterion for awarding the tax credits.
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APPENDIX B

HOW TO STRUCTURE INDIVIDUAL DEVELOPMENT ACCOUNT LEGISLATION

1t makes sense to design your state legislation to meet the requirement of both the welfare reform
law and the likely language of a federally-funded national IDA demonstration. This means;

Should have the three permissible uses of IDAs (educatton, homeownership, and business)
start up as they are broadly defined in the legislation.

Only government entities and 501¢(3) organizations can act as intermediaries.

Savings accounts should be set up only at accredited financial institutions.

The current structure of the national IDA demonstration legislation (S1212) states that when
deciding which IDA projects will receive funding, HHS will look at:

Degree to which the project helps low-income people achieve self-sufficiency.

The ability of the applicant to responsibly administer the project.

The ability of the applicant to help low-income people to achieve economic self-sufficiency
through the development of assets.

The amount of direct funds from non-Federal public sector and private sources that are
formally committed to the project.

HHS will give preference to those applications:

dealing with households with children.

that provide a commitment of non-Federal funds with a proportionally greater amount of
funds committed by private sector sources.

that target individuals residing in low-income or high unemployment areas.

Additionally, HHS will seek diversity of populations.
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APPENDIX C

INVESTMENT AND RETURNS ON INDIVIDUAL DEVELOPMENT ACCOUNTS

Monies saved in IDAs should be understood as investments in the strict sense — as applications of
money today in anticipation of substantially greater returns in future years. Indeed, savings by any
party are immediately leveraged by matching contributions, enlarged by regular interest and
earnings, and ultimately combined with individual energy, talent and learning into businesses,
skills, employment or housing which, in turn, yield salaries, profits, taxes, savings and social
benefits. The precise magnitude of those returns will depend upon match and interest rates, the
preparation of accountholder/investors, and the quality of the undertaking underwritten by the
IDA. It is possible, however, to project the nature of the returns, Based on the IDA model
contained in the proposed Federal demonstration legislation (S1212), which we suggest states
follow in designing their own initiatives, each 1,000 IDAs should generate a total investment from
all parties of $2.91 million:?

« 70 businesses

» 688 job-years of employment

»  $7.3 million in additional earnings

* 60 new and 60 rehabilitated homes

*  $2.87 million in savings in community financial institutions

* $1.88 million in increased assets of low income families

+ 117 families off welfare

+ 320 additional high school and college degrees.

* net returns of $16 million within a decade.®* Annual rates of returns for all investors
exceed 23%.

Moreover, models suggest that all investors will break even within 3 years from their investment.
Of course, in order to be appropriate, the model and the projections needs to be adapted to the
particular IDA program design used.

2 Daphne Clones, Robert Friedman, Brian Grossman, and Cicero Wilson, The Return of the Dream: An
Economic Analysis of the Probable Returns Gn A National Investment in Individual Development Accounts,
Washington, DC: Corporation for Enterprise Development, c1995.

3 Ibid. .
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Additional Information on Individual Development Accounts
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DC: CFED, September 1995, $15.00 (includes s/h).
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Inequality, New York: Routledge, ¢1995.
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Welfare Reform, Washington, DC: CFED, September 1996,
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Inc., c1991. Ph. 914-273-1800 Fax: 914-273-2106. $23.95+%$4.52 /h,

Sherraden, Michael. /DA Evaluation Handbook, St. Louis, MO: Center for Social Development, 1995.
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Draft

MODEL IDA LEGISLATION

A BILL

To provide for the establishment of a pilot system of Individual Development
Account (IDA) projects designed to provide individuals and families, especially those
with limited means, an opportunity to accumulate assets, facilitate and mobilize savings,
promote education, homeownership and microenterprise development.

TITLE

(1) This Act may be cited as (choose one)

a)} The (state) Individual Development Account Act
b) The (state) Family Savings Initiative

¢) The (state)} Assets and Independence Act

d) The (state) Family Development Account Act

FINDINGS.
The State of finds that--

(1) Americans of most economic classes are having increasing difficulty climbing the
economic ladder. Fully half of all Americans have no, negligible or negative investable
assets just as the price of entry to the economic mainstream -- the cost of a house, an
adequate education or starting a business -- is increasing.

(2) Economic well-being does not come solely from income, spending, and consumption,
but also requires savings, investment, and accumulation of assets, since assets can improve
economic stability, connect people with a viable and hopeful future, stimulate development
of human and other capital, enable people to focus and specialize, yield personal, and
social dividends, and enhance the welfare of offspring.

(3) There is an urgent need for new means for Americans to navigate the labor market --
to provide incentives and means for employment, upgrading, mobility, and retention.

(4) The household savings rate of the United States lags far behind other industrial
nations presenting a barrier to economic growth. The state of should develop
policies, such as individual development accounts, that promote higher rates of personal
savings and net private domestic investment.

(5) Inthe current tight fiscal environment, the state of should invest existing
resources in high-yielding initiatives. There is reason to believe that the financial returns,
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including increased income, tax revenue, and decreased welfare cash assistance, of
individual development accounts will far exceed the cost of investment.

(6) Tens of thousands of residents continue to live in poverty and receive public
assistance. Poverty is a loss of human resources, an assault on human dignity, and a drain
on social and fiscal resources of the state. Traditional public assistance programs,
concentrating on income and consumption, have rarely been successful in promoting and
supporting the transition to economic self-sufficiency.

(7) Income-based welfare policy should be complemented with asset-based welfare
policy, because while income-based policies ensure that consumption needs (including
food, child care, rent clothing, and health care) are met, asset-based policies provide the
means to achieve economic self-sufficiency and, accordingly, to leave public assistance.

PURPOSES
(1) PURPOSES -- To provide for the establishment IDA projects designed to:

(a) provide individuals and families, especially those with limited means, an
opportunity to accumulate assets;

(b) facilitate and mobilize savings;

(c) promote education, homeownership, and microenterprise development, and

(d) to stabilize families and build communities.

DEFINITIONS

(1) INDIVIDUAL DEVELOPMENT ACCOUNT -- The term “individual
development account” means a trust created or organized in the United States exclusively
for the purpose of paying the qualified expenses of an eligible individual or family. IDAs
are special accounts similar to IR As. They are optional, earnings bearing, subsidized, tax-
benefited accounts that can be used for any of the following qualified uses:
homeownership, education, job training, or small business capitalization.

(2) FIDUCIARY ORGANIZATION -- The term "fiduciary organization" means
any nonprofit fundraising organization which is exempt from taxation under section 501
(c) (3) of the Federal IRS Code of 1986. The fiduciary institution will serve as an
intermediary between individual account holder and financial institutions holding account
funds. Their responsibilities may include marketing participation, soliciting matching
contributions, counseling program participants, and conducting required verification and
compliance activities.

(3) FINANCIAL INSTITUTION -- The term "financial institution" means an
organization authorized to do business under state or federal laws relating to financial
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institutions, and includes a bank, trust company, savings bank, building and loan
association, savings and loan company or association, and credit union.

(4) ELIGIBLE EDUCATIONAL INSTITUTION- The term "eligible educational
institution' means the following: '

‘(i) An institution described in section 481(a)(1) or
1201(a) of the Higher Education Act of 1965 (20 U.S.C.
1088(a)(1) or 1141(a)), as such sections are in effect
on the date of the enactment of this subsection.

"(ii) An area vocational education school (as defined
in subparagraph (C) or (D) of section 521(4) of the
Carl D. Perkins Vocational and Applied Technology
Education Act (20 U.S.C. 2471(4))) which is in any
State (as defined in section 521(33) of such Act), as
such sections are in effect on the date of the
enactment of this subsection.

(5) POST-SECONDARY EDUCATIONAL EXPENSES- The term “post-
secondary educational expenses' means--
*(i) tuition and fees required for the enrollment or
attendance of a student at an eligible educational
institution, and _
*(ii) fees, books, supplies, and equipment required
for courses of instruction at an eligible educational
institution.

(6) QUALIFIED ACQUISITION COSTS- The term *qualified acquisition costs'
means the costs of acquiring, constructing, or reconstructing a residence. The term
includes any usual or reasonable settlement, financing, or other closing costs.

(7) QUALIFIED BUSINESS- The term ‘qualified business' means any business
that does not contravene any law or public policy.

(8) QUALIFIED BUSINESS CAPITALIZATION EXPENSES- The term
*qualified business capitalization expenses' means qualified expenditures for the
capitalization of a qualified business pursuant to a qualified plan.

(9) QUALIFIED EXPENDITURES- The term "qualified expenditures' means
expenditures included in a qualified plan, including capital, plant, equipment, working
capital, and inventory expenses.

(10) QUALIFIED FIRST-TIME HOMEBUYER-
*(i) IN GENERAL- The term 'qualified first-time
homebuyer' means a taxpayer (and, if married, the
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taxpayer's spouse) who has no present ownership
interest in a principal residence during the 3-year
period ending on the date of acquisition of the
principal residence to which this subsection applies.

*(ii) DATE OF ACQUISITION- The term ‘date of
acquisition' means the date on which a binding contract
to acquire, construct, or reconstruct the principal
residence to which this subparagraph applies is entered
into.

(11) QUALIFIED PLAN- The term “qualified plan' means a business plan which--

*(i) is approved by a financial institution, or by a

nonprofit microenterprise program having demonstrated business expertise,
*(it) includes a description of services or goods to

be sold, a marketing plan, and projected financial

statements, and
*(iii) may require the eligible individual to obtain

the assistance of an experienced entrepreneurial advisor.

(12) QUALIFIED PRINCIPAL RESIDENCE- The term "qualified principal
residence' means a principal residence (within the meaning of section 1034 of the Internal
Revenue Code of 1986), the qualified acquisition costs of which do not exceed 100
percent of the average area purchase price applicable to such residence (determined in
accordance with paragraphs (2) and (3) of section 143(e) of such Code).

(13) FEDERAL POVERTY LEVEL - The term ‘federal poverty level' means the poverty
income guidelines published in the calendar year by the United States Department of
Health and Human Services.

(14) HOUSEHOLD - The term 'household' means the adults related by blood, marriage
or adoption, or who are unrelated but have maintained a stable family relationship together
over a period of time, and individuals under 18 years of age related to the above adults by
marriage, blood or adoption, who are living together. Living together refers to domicile
as evidenced by the parties' intent to maintain a home for their family and does not include
a temporary visit.

(15) NET WORTH - The term 'net worth' means the amount equal to the aggregate

market value of all assets that are owned in whole or in part by any member of a
household, minus the obligations or debts of any member of the household.

PROGRAM

(1) NUMBER OF ACCOUNTS -- For the year period beginning January 1, 1997,
and ending December 31, , the total number of IDAs shall be limited to
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accounts to (your state) residents whose household income does not exceed
200% of the federal poverty level (another option, which may better reflect regional
differences in cost of living, is 80% of the area's median household income). Not more
than accounts shall be established during the first calendar year of the period.

INDIVIDUAL CONTRIBUTIONS

(1) CONTRIBUTIONS TO BE FROM EARNED INCOME- An individual may only
contribute to an individual development account such amounts as are derived from earned
income. Tax return reports of earned income shall be used to venify compliance.

(2) LIMIT ON FUNDS ACCUMULATED IN AN IDA - The total amount of any
individual development account (savings, matches, and interest) may not exceed twenty
thousand dollars.

PERMISSIBLE USES
(1) PERMISSIBLE USES - Individual Development Accounts may be used for any of
the following three uses.

(1) POSTSECONDARY. EDUCATIONAL EXPENSES-
Postsecondary educational expenses paid from an
individual development account directly to an eligible
educational institution.

*(2) FIRST HOME PURCHASE- Qualified acquisition
costs with respect to a qualified principal residence
for a qualified first-time homebuyer, if paid from an
individual development account directly to the persons
to whom the amounts are due.

'(3) BUSINESS CAPITALIZATION- Amounts paid from an
individual development account directly to a business
capitalization account which is established in a
federally insured financial institution and is
restricted to use solely for qualified business
expenses consistent with approved business plan.

(2) WITHDRAWAL PROCEDURES -- The state shall establish such regulations as may
be necessary to ensure that funds held in an individual development account are not
withdrawn except for 1 or more of the qualified purposes (permissible uses) described
above. '

ELIGIBLE INDIVIDUALS

(1) INCOME LIMIT -~ The income of the household of the account holder does not
exceed 200% of the federal poverty level (or alternatively 80% of the area household
median income).

Corporation for Enterprise Development



(2) AGREEMENT WITH FIDUCIARY ORGANIZATION -- The individual or family
has entered into an individual develop account agreement with a certified fiduciary
organization or community based organization. (this assumes that the fiduciary
organization and the community based organization are not one and the same. Another
possibility, is that a fiduciary organization will enter into a contract with another
organization to provide certain IDA services).

(3) NET WORTH LIMIT -- The net worth of the household does not exceed $20,000
(disregarding home equity).

FIDUCIARY ORGANIZATIONS

(1) FIDUCIARY ORGANIZATIONS -- Locally-based organizations ("fiduciary
organizations") are 501 (c) (3) organizations that serve as intermediaries between
individual account holders and financial institutions holding accounts. Their
responsibilities may include marketing participation, soliciting matching contributions,
counseling program participants, and conducting verification and compliance activities.

(2) COMPETITIVE PROCESS - Locally-based organizations will enter into a

competitive process for the right to become fiduciary organization for a portion of the
accounts that would be authorized initially. Organizations' proposals would be

evaluated and participation rights awarded on the basis of such items as their:

(a) ability to market the program to potential account holders and potential matching fund
contributors;

(b) ability to provide safe and secure investments for individual accounts;

(c) overall administrative capacity, including the certifications or verifications required to
assure compliance with eligibility requirements, authorized uses of the accounts matching
contributions by individuals or businesses, and penalties for unauthorized distributions;
(d) capacity to provide financial counseling and other related service to potential
participants; and

(e) links to other activities designed to increase the independence of individuals and
families through home ownership, enhance education and training, and small business
development.

(3) PROGRAM AUTHORITY- If the State approves an application to fund an IDA
project under this section, the State shall, not later than __ months after

the date of the enactment of this Act, authorize the applicant to conduct the project for
____project years in accordance with the approved application and this section.

(4) GRANT AUTHORITY- For each IDA program approved under this section, the State
shall make a grant to the qualified entity (fiduciary organization) authorized to conduct the
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project on the first day of the project year in an amount not to exceed $

(5) SELECTION OF PARTICIPANTS -- From among the individuals eligible for
assistance under the ___ IDA program, each qualified entity grantee (selected fiduciary
organization) shall select the individuals (or families) whom the fiduciary organization
deems to be best suited to receive such assistance. '

PENALTIES

(1) PENALTIES FOR NONAPPROVED WITHDRAWALS -- If the fiduciary
organization receives evidence that moneys withdrawn from IDAs are withdrawn under
false pretenses and are used for purposes other than for the approved purposes indicated
at the time of the withdrawal, the fiduciary organization should make arrangements with
the financial institution to impose a ___ % penalty on the moneys withdrawn or loss of
matches and may, at its discretion, close the account.

(2) TAXATION OF NONAPPROVED WITHDRAWALS -- Any withdrawal for
purposes other than the permissible uses, or withdrawn for purposes other than for the
approved purpose indicated at the time of the withdrawal are subject to taxation.

(3) RESOLUTION OF DISPUTES. The fiduciary organization shall establish a
grievance committee and a procedure to hear, review, and decide in writing any grievance
made by an IDA account holder who disputes a decision of the operating organization that
a withdrawal is subject to penalty.

(4) INDIVIDUALS UNABLE TO COMPLETE THE PROJECT- The State

shall establish such regulations as are necessary, including prohibiting eligibility for further
assistance under an IDA project conducted under this section, to ensure compliance with
this section if an individual participating in the IDA project moves from the community in
which the project is conducted or is otherwise unable to continue participating in the
project.

INCLUSION IN WELFARE REFORM PLAN

(1) USE OF TANF FUNDS -- The IDA program has been created in accordance
with all provisions in section 404 (h) of HR 3734, the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996. State Temporary Assistance for Needy Families
(TANF) funds may be used to match account holders contributions to their IDAs as
provided in section 404 (h).

() Matches of up to $500 per year in the account of TANF eligible individual will
be provided on a 1:1 basis through those fiduciary organizations/community based
organizations selected to run IDA programs.

(b) TANF funds may also be used to provide operating expenses to those
fiduciary organizations/community based organizations selected to run IDA programs.
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(2) NO REDUCTION IN BENEFITS -- As provided in section 404 (h) (4) of HR 3734,
the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 --
Notwithstanding any other provision of Federal law (other than the Internal Revenue Code
of 1986) that requires consideration of 1 or more financial circumstances of an individual,
for the purpose of determining eligibility to receive, or the amount of, any assistance or
benefit authorized by such law to be provided to or for the benefit of such individual,
funds (including interest accruing) in an individual development account under this
subsection shall be disregarded for such purpose with respect to any period during which
such individual maintains or makes contributions into such an account.

MATCHES
(1) STATE MATCHES -- Payment by the state of a match on the amounts of up to
$ per calendar year on deposits in an IDA. The state match shall be based on the

individual or families income level.

(a) For an account holder with a household income which is less than or equal to 100% of
the federal poverty level, one dollar for each dollar saved.

(b) For an account holder with a household income which is greater than 100% of the
federal poverty level but less than 150% of the federal poverty level, .5 dollars for each
dollar saved.

(c) For an account holdér with a household income which is greater than or equal to

150% of the federal poverty level, but less than or equal to 200% of the federal poverty
level, .25 dollars for each dollar saved.

(2) STATE MATCH LIMIT -- Not more than $ in state match should be
deposited into any IDA in a given year.

(3) MATCHING FUNDS -- Selected fiduciary organizations may receive no more than
b in matching funds in any given year.

SAVINGS REFUND -
(1) STATE SAVINGS REFUND -- Payment by the state of a savings refund on the
amounts ofup to $ per calendar year that an account holder deposits in an IDA.

The state savings refund shall be the indicated percentage of the amount deposited:

(a) For an account holder with a household income which is less than or equal to 100% of
the federal poverty level, (50% - 100%).

(b) For an account holder with a household income which is greater than 100% of the
federal poverty level but less than 150% of the federal poverty level, (25%-75%).
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(¢) For an account holder with a household income which is greater than or equal to
150% of the federal poverty level, but less than or equal to 200% of the federal poverty
level, (25%).

(2) STATE SAVINGS REFUND LIMIT -- Not more than $ in state savings
refund should be deposited into any IDA in a given year. '

TAX EXEMPTION

(1) STATE TAX EXEMPTION -- All money contributed into an individual development
account (including state and private matches, individual savings, and interest earned) are
not subject to state tax. .(or perhaps ....not subject to state tax until withdrawn).

TAX CREDIT

(1) TAX CREDIT FOR PRIVATE CONTRIBUTORS -- Individuals, organizations, or
businesses contributing matching funds for IDAs will receive a tax credit equal to 50% of
the amount contributed.

(2) CONTRIBUTIONS MADE THROUGH FIDUCIARY ORGANIZATION --
Individuals, organizations, and businesses seeking the tax credit can contribute a matching
share to designated individuals or contribute to a fiduciary organization (501 (c) (3)
organization that is administrating an IDA program) and permit it to allocate the funds to
all its participants on a proportionate basis.

ADMINISTRATION/EVALUATION/INFORMATION/REPORTING

(1) LOCAL CONTROL OVER IDA PROGRAMS -- Each qualified entity grantee
(selected fiduciary organization) running an IDA program shall have sole authority over
the administration of the project. The state may prescribe only such regulations with
respect to demonstration projects under this section as are necessary to ensure compliance
with the approved applications.

(2) PROGRAM REPORTING -- Each IDA program shall report (at least annually) the
number of accounts, the amount of savings and matches for each account, the uses of the
account, and the number of businesses, homes, and educations purchased, as well as such
other information as may be required for the state to responsibly operate the program.

(3) STATE REPORTING -- The state shall prepare a written report annually regarding
the implementation of and recommendations concerning the state IDA program. Said
report shall be transmitted to the general assembly on or before 1 of each year
commencing in 1997,
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(3) ADMINISTRATION COSTS -- .Selected fiduciary organizations may receive no
more than § to cover administrative costs in any given year.

APPROPRIATION
(1) STATE APPROPRIATION -- To effectively implement and manage the IDA
program, the state of will appropriate $ million per year.

(2) TANF FUNDS -- The state will provide (up to 5% ($ )) of TANF grant for
support of the IDA program. Of these funds x%, y%, and z% may be used respectively,
for matches, program operation administrative costs, and evaluation/reporting expenses.

(3) TAX CREDITS -- The state will provide no more than $ in tax credits for
private individuals, businesses, and organizations contributing funds to IDA programs.

Corporation for Enterprise Development
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Building Assets -- Savings/Asset Development

What are Individual Development Accounts?

Individual Development Accounts are dedicated savings accounts, similar in structure to Individual
Retirement Accounts (IRAs), that can only be used for purchasing a first home, education or job training
expenses, or capitalizing a small business. They are managed by community organizations and accounts
are held at local financial institutions. Contributions for lower income participants are matched using both
private and public sources. Additionally, all participants receive economic literacy training that shows
them how to clean up their credit, set up a budgeting and savings schedule, teaches them the basics of
money management and participate in the new global economy.

Current income maintenance policy raises people to the poverty line, leaving them only one sickness, one
accident, or one divorce away from poverty. While providing food, shelter and clothes to low-income

families is imperative, this aid alone will not produce viable escapes from poverty. Washington University
Professor Michael Sherraden notes, "Income may feed people's stomachs, but assets change their heads."

Sherraden, who introduced the concept of IDAs in his seminal 1991 book, Assets and the Poor, explains
that the distribution of assets in this country is much less equal even than income distribution. While the
top 10% of Americans command 40% of national income, the top 1% control 90% of assets. Fully
one-third of American households have no or negative investable assets; more than half have negligible
amounts. National policy reinforces asset inequality. The federal government subsidizes asset acquisition
for the non-poor by over $200 billion annually in the form of home mortgage deductions, preferential
capital gains, and pension fund exclusions. Meanwhile, the federal government penalizes asset acquisition
by the poor by denying eligibility to welfare recipients who exceed the $1,000 asset limitation from
acquiring the piece of business machinery that could enable them to create their own job, or save for their
or their children's college education, or purchasing a first home.

Owning assets gives people a stake in the future -- a reason 1o save, to-dream, to invest time, effort, and
resources in creating a future for themselves and their children. Sherraden pinpoints nine effects of
asset-building. Assets:

Improve household stability.

Psychologically connect people with a viable, hopeful future.
Stimulate development of other assets, including human capital.
Enable people to focus and specialize.

Provide a foundation for risk-taking.

Increase personal efficacy.

Increase social influence.

Increase political participation.
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¢ Enhance the welfare of offspring.

IDAs address the deficiencies of the current system by returning to the asset-based policies responsible
for America's greatest periods of economic growth and prosperity. Our long history of asset-building
policies includes the Homestead Act of the 19th Century and the GI Bill of the 20th Century. The former
provided land on the frontier to stimulate economic growth. The latter subsidized college tuition for war

veterans, who in turn, drove our post-war economic expansion.
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Building Assets -- Savings/Asset Development

How IDAs Work

Toni Davis, a 21-year-old African-American mother of three, fled from Atlanta to Indianapolis to escape
an abusive husband. Shaken by physical abuse and lacking both a high school education and marketable
job skills, Toni seemed destined to fall through the cracks of our welfare system. Two years later, after
opening an Individual Development Account (IDA), Toni has transformed her life and is brimming with
confidence and optimism about the future. Already having earned her GED and completed a year of
college, she will soon have saved enough money to purchase her first home. She attributes her success to
the opportunity and hope that IDAs provided her, "I saw [the IDA] as my way out -- not to have to go
back into the [battered women's] shelter...It made me want to go out there and do things."

IDAs are a potent tool used by community organizations throughout the United States. IDA
demonstrations are underway at several sites nationwide, stimulating participants' savings rates, building
their assets, and connecting these individuals to the economic mainstream. Currently, most of the
demonstrations are funded by private foundations. Ideally, in the future, IDAs will be funded by a
combination of private and public sources. The following four-step process documents how an IDA
participant, like Toni Davis, moves through a typical IDA demonstration.

Step 1 -- Introduction and Orientation

Toni enrolls in Eastside Community Investment's (an Indianapolis-based community development
corporation) BASTA program shortly after her arrival in Indianapolis. BASTA provides transitional
housing and counseling for battered women. While in the BASTA program, ECI staff tell Toni about
Individual Development Accounts and recommend that she attend an IDA orientation session.

Participants in ECI's various existing programs (including BASTA, Home Ownership, YouthBuild, and
Microenterprise) attend ECI's IDA Orientation Session. The orientation explains the importance of
asset-building, how IDAs work, introduces participants to various asset-building options, demonstrates
how assets transform lives, stresses the importance of continued savings, and demonstrates how savings
can compound and accumulate over a lifetime. ECI also invites graduates of its IDA program and current
IDA participants to their orientation to explain what IDAs have meant to them.

Step 2 -- Opening Accounts

After attending the orientation Toni and several other ECI program participants decide to open Individual
Development Accounts. Toni opens an IDA savings account at ECI's local credit union where she
deposits money every month (or more often, if she so chooses). Periodically, ECI contributes matching
funds for each dollar Toni saves into a separate parallel account. At the same time, ECI's [DA
management information system tracks how much each participant has saved, how much in matching
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funds they have earned, and the interest they have accumulated. Toni receives monthly banking
statements from ECI showing her current levels of savings, matching contributions, and interest in her
IDA account.

Step 3 -- Credit Counsehng, Budgeting, Economic Literacy and

Training

Shortly after she enrolls in the ECI IDA program, Toni meets with ECI staff to develop an asset
acquisition plan. During the first step in this process, ECI conducts a review of Toni's credit, where if
necessary, they will help her develop a plan to esta blish or clean up her credit. Second, staff discusses
income and consumption patterns of Toni's household and works with her to develop a savings schedule
based on how much her household can afford to save each month,

Toni then attends mandatory economic literacy sessions where she follows a curriculum specifically
designed to teach the vital concepts necessary for success in today's economy (such as banking, investing
and money management skills). Eastside Community Investments has collaborated with the Purdue
University Cooperative Extension Service to create an economic literacy curriculum entitled, "Making
Your Money Work." This five-session curriculum includes lessons on money management, getting the
most from your money, understanding and managing credit, money plans, and recordkeeping, in addition
to individual meetings and homework for each IDA participant.

Toni receives specific training in the area of homeownership, the asset for which she will use her IDA
(those who wish to use their IDAs to start their own business must complete microenterprise training).
Additionally, during the asset accumulation process, ECI provides Toni one-on-one counseling when she
has questions concerning ﬁnanclal management and on how the IDA program works. Many IDA
participants also form weekly or bi-weekly support groups where they discuss IDAs with fellow
participants and with "graduates" of the IDA program.

Step 4 -- Withdrawal, Purchasing Assets, and Beyond

After Toni has accumulated adequate funds in her account (savings + matches + interest) to purchase the
asset of her choice, and has completed both economic literacy training and counseling in the specific asset
area in which she will use her IDA | she is ready to make a withdrawal. Toni fills out withdrawal forms
which state the asset she wishes to purchase (a first home) and the asset vendor, and ECI reviews her
request to check the legitimacy of the asset vendor. After approving Toni's withdrawal request, ECI
writes a check (from the matching funds Toni has accumulated) to the asset vendor, and at the same time
Toni writes a check (from her ID A savings account) to that asset vendor.

After Toni uses her IDA funds to purchase a home, she continues to save for her own and her family's
future (but without matches).
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Seven Myths and Realities About IDAs

The promise and success of Individual Development Accounts have already begun to
dispel commonly held myths concerning IDAs, savings and community development.
Seven of the most prevalent myths are listed below along with the realities that disprove

them.

Myth # 1: The poor are unable to save.
Reality: Poor people throughout the country are already saving,
and IDAs are providing a mechanism to increase savings rates.

Poor people do save -- even when saving means having less for food, clothing, and housing. Tens
of thousands of low-income Americans have opened accounts at Community Development Credit
Unions throughout the country, Currently 60% of accounts in these credit unions are opened by
those with family income levels below $10,000. Additionally, there is a growing movement among
public housing residents to form savings clubs, pooling $2, $3, $4 per month so that the group will
have access to a small (though growing) pool of money for loans in case of an emergency.

Why the sacrifice? Because this is the price of stability -- a buffer against the certain, if
unpredictable, illness or accident that will otherwise throw the family into disarray. And because
saving is the price of hope, savings offer the luxury of imagining a future better than the present,
justifying, planning, and preparing for that future, and enabling an individual to invest in that future.
Additionally, low savings rates are a threat not only to the poor, but to this wealthy nation as a
whole, undermining our ability to make needed investments in businesses, education, and
infrastructure that will determine our future economic well-being,

Myth # 2. IDAs are a giveaway.
Reality: IDAs are an investment in America's future.

The IDA program invests government and private dollars in proportion to the savings of the poor
and working poor account holders. Just as the govemnment provides incentives for asset-building
investments in businesses, homes, and retirement savings for the non-poor, IDAs provide a vehicle
for the poor to build assets.
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Furthermore, specific financial and social returns accrue to government, private sector, and society
as investors in [DAs. IDAs produce homeownership, businesses, and increased earnings due to new
education dipiomas for account holders. In addition, IDAs produce new jobs, businesses, more
home-building, decreased income maintenance expenditures, and an increased tax base for tax
payers. In fact, a recent return on investment study by the Corporation for Enterprise Development
(CFED) estimates that, based on the best data available, if the federal government were to run an
IDA demonstration, for every dollar invested in IDAs, the federal government would eamn $2.71,
state and local governments would earn $4.79, and individuals would earn $10.05. IDAs should be
assessed in the same way other investments are assessed - by the returns they generate.

Myth # 3: Savings in IDAs will not grow large enough to allow low-income people to accumulate
assets.

Reality: IDASs are structured to provide participants sufficient
funds to pay for the downpayment on a first home, tuition to a
public college, or start-up costs for a small business.

IDA proposals enable Americans with very limited income to accumulate a few thousand dollars
over two to three years, if they save a small percentage of their earned income every month.
Powerful evidence exists that surprisingly low amounts of savings produce the hopefulness, future
orientation, initiative taking, and planning that are theorized. Savings of $2,500 to $5,000 are
enough to pay the downpayment and closing costs on an average priced affordable home (340,000
to $65,000), annual tuition at a public college or technical school, or the start-up costs for a small
business.

Myth # 4: IDAs are untested and will not work.

Reality: IDA demonstrations are currently operational at several
community-based organizations in the country. Asset-based
interventions have already proven to be extraordinarily
successful.

IDAS and asset-building poicies have already achieved considerable success.

The IDA program of Eastside Community Investments in Indianapolis (ECI) has established over
100 IDAs.

Homeownership programs for low income families, such as the NeighborWorks program of the
Neighborhood Reinvestment Corporation and the Community Centered Banking program of the
Huntington Bank, have helped 5,000 low-income families purchase homes with an average default
rate of 1.25%.

Business owners in the Self-Employment Investment Demonstration (SEID), a five-state
microenterprise demonstration project comprised entirely of AFDC recipients, saw their reliance on
AFDC as a primary source of income decrease 65%, and their reliance on food stamps as a
secondary source of income decrease 62% from their time of entry in the program. At the same
time, SEID business owners accumulated an average of $4,867 in net business assets and $8,738 in
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gross personal assets.

Myth # S: IDAs will only enlarge the welfare system.
Reality: IDAs will transform the welfare system by creating an
investment system which provides low-income individuals long
term, lasting escapes from poverty.

IDAs used for home purchases would have the effect of reducing AFDC cash payments and direct
housing subsidy payments because mortgage programs for low income families require one to two
years of consistent employment. The opportunity for homeownership would be a powerful
incentive for welfare recipients to find and keep full time jobs. Business IDAs would provide an
opportunity for welfare recipients to create their own jobs through self-employment in
microenterprises. Education IDAs would assist recipients to purchase the training and skills needed
to command high wage employment and permanently leave the welfare system.

Myth # 6: IDAs will create a large government bureaucracy and become yet another target for welfare
fraud.

Reality: IDA demonstrations are run through community
organizations and accredited financial institutions which have
built in safeguards against abuse and only allow account funds to
be released for permissible asset-based uses.

Government will have a limited role in state or national supported IDA demonstrations. Currently,
a few community-based organizations (CBOs) are running IDA demonstrations using the same
basic framework that will be applied in a federal demonstration. Community-based organizations
are the ideal delivery mechanism for IDAs due to their close contact with low-income clients and
their understanding of low-income communities.

IDA participants will open accounts at accredited financial institutions. Community organizations
will be charged with informing and monitoring participant withdrawals. Account holders will not
have direct access to cash from the account. Withdrawals must be in accordance with specific
provisions that result in direct payments to the educational institution, mortgage company, or
business equipment supplier. CBOs will also ensure that asset vendors are legitimate.

Myth # 7. The Federal and state governments can not afford IDAs.
Reality: To compete in the global economy, America must invest
in building the assets of low-income people and communities.

Unless we invest in the ability of low-income people and communities, and indeed the economy as
a whole, to acquire skills and increase productivity, build businesses and jobs, and establish stable
homes and communities, the likelihood is that needs will continue to grow while the resources to
meet them, both publicly and privately, will only diminish. It is not a question of whether we can
afford IDAs, but rather whether we can afford not to have them,
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IDAs Part of New Welfare Reform Law

or the first time, Congress has passed

legislation on Individual Development
Accounts (IDAs). The landmark welfare
reform bill passed by Congress and signed
by the President includes provisions that
allow states to create community-based
IDA programs with state block grant funds
and that disregard all money saved by the
poor in IDAs from affecting their
eligibility for government assistance.

Professor Michael Sherraden of
Washington University, who introduced
the IDA concept five years ago, hailed the
IDA provisions as producing “far and
away the most important policy changes
since we started this work.”

Sherraden explains the significance of the
IDA language, “The policy precedents are
bold and sweeping. (1) asset building is
now on an even footing with income
transfer as a policy option, and (2) through
ID As, asset limits are virtually abolished
in means-tested transfers.” He further
notes that with current AFDC
expenditures totaling $12 billion, state

. block grants could translate into tens of
i millions of dollars for IDAs without

reducing maintenance support.

The IDA provisions were introduced by
Senator Dan Coats (R-IN) who is also co-
sponsor with Sen. Carol Moseley-Braun
(D-IL) of 51212, the Assets and

Independence Act, which would create a

50,000 account, $100 million nationat IDA
demonstration. House budget committee
chairman John Kasich (R-OH), who
introduced the Asseis and Independence
Act in the House, played a pivotal roll in
steering the welfare reform IDA language
through the conference committee.

In several respects, the IDA amendment
mirrors $1212—it provides that only
eamed income can be saved in IDAs,
designates non-profit. community-based
organizations as custodians of IDA
accounts, and permits IDAs to be used for
education, homeownership, and business
capitalization. It does not, however,
provide additional federal funding for
IDAs.

To utilize the IDA provisions, which are
one of Lhe few specific initiatives endorsed
in the legislation, states would have to
include IDAs in their state plans.
Community groups eager to launch [DA
initiatives including welfare recipients
should begin educating state officials on
the wisdem of including IDA provisions in
their plan, States need not utilize block
grant funds to match IDAs in order to
disregard ID A savings.

By creating an infrastructure for IDAs and
stimulating momentum for asset-
development, the welfare reform bill is an
important step in paving the way for
passage of broader IDA legislation next

session. Already, Senator Coats has
commilted to re-introduce S1212 in the
next Congress, and is increasingly
optimistic that it will pass.

ln This lssue
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Call Your Senators and ask them to co-sponsor the Assets and Independence Act (81212). This legislation would authorize a
federally-funded 50,000 account, $100 million IDA Demeonstration Program. Senators interested in co-sponsoring the bil should
call Vince Ventimiglia in Senator Dan Coats (R-IN) office at (202) 224-1133.

%k kk ok

Under the new federal welfare law, states must submit a State Plan to receive their Temporary Assistance for Needy Families
{TANF) Block Grant. Community groups should contact their state legislators and government officials to urge them to include
IDAs in their State Plans which will not only allow states to take advantage of the asset accumulation disregard, but also create

an infrastructure for IDAs with the option of funding them with TANF grants,

|
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e IDA Demonstration Planned §

The Corporation for Enterprise Development (CFED) and the Center for Social
Development (CSD) of Washington University are in the advanced planning stages of the
first large scale test of the efficacy of Individual Development Accounts as a route (o
economic independence for low-income Americans,

The privately-funded Downpayments on the American Dream Policy Demonstration
(DAD) will establish at least 2,000 IDAs in low-income communities across the country.
Up to ten community-based organizations (and their states) will be selected through a
competitive process to mount local initiatives using different but comparable designs.
Most of these initiatives will be small (100 accounts), but at least two will test the
community impact of larger scale demonstrations by establishing 500 accounts or more,

CFED will coordinate the demonstration by raising and managing funds, conducting the
selection of participating organizations, convening semi-annual meetings of
demonstration participants, providing technical assistance, and spearheading state and
federal policy development and media outreach, The Center for Social Development
{CSD) of Washington University will conduct an extensive seven-part evaluation which
will examine implementation, goal attainmeat, savings behavior, household cutcomes.
community outcomes, return on investment, and policy and program implications using a
variety of evaluation methodologies,

As currently envisioned, DAD will span a seven year period beginning with one year of
planning and set-up, four years of operation, and two years of post program follow-up. In
total it will leverage $11 million in resources over that period, with $4.8 million allocated
for the accounts of low income Americans (of which $1 million is their own savings), $2
million covering the operating and training costs incurred by participating community-
based organizations, $2.5 million to cover the organization, technical assistance, policy
advocacy, and public education, and $1.75 million for evaluation. CFED plans to send
out a request for proposals for DAD in fall 1996,

For more information, contact: Brian Grossman at CFED, 777 North Capitol St., NE,
Suite 410, Washington, DC 20002. Tel. # (202) 408-9788, Fax # (202) 408-9793.

IDAs Surface in Presidential Campaigns

LR E, % Less than four years ago, then presidential candidate Bill Clinton

2 | advocated for the creation of Individual Development Accounts for low-
%3 income Americans, and as President included these savings accounts in
&k | his first welfare reform proposal. As the 1996 Presidential campaign gets
2 into full swing, IDAs under various names have not only come to the
attention of the President, but also Republican candidate Bob Dole. and fonmer Colorado

Governor Dick Lamm, an unsuccessful third party candidate.

To develop his economic plan, Dole convened an advisory group of six conservative
economists including Nobel laureate Gary Becker of the University of Chicago. and a
former head of the President’s Council of Economic Advisors, Martin Feldstein of
Harvard University. In a May 13, 1996 preliminary advisory memo, leaked to the Wall
Street Journal, these e¢conomists recommend that Dole’s economic platform include
consideration of “personal security savings accounts” and “direct federal contributions to
match the savings of low-income people.” Dole’s economic plan includes several
provisions to encourage savings and productive investment though it fails to level the
playing field.

Lamm, who unsuccessfully bid for the nomination of Ross Perot’s Reform Party, has
proposed the creation of a “National Thrift Plan” which would overhaul social security.
moving the system from a pay-as-you-go structure to a fully-funded system of
individually owned and privately invested Personal Thrift Accounts. Lamm’s proposal
also calls for the government to match the savings of low-income workers.




A new project coordinated by Washington
DC-based Wider Opportunities for Women
(WOW) will provide resources and
technical assistance to community-based
activists and states on six strategies that
promote self-sufficiency for fow-income
families including Individual Development
Accounts and microenterprise
development. (The other strategies are
adopting a new setf-sufficiency standard,
targeting higher wage employment sectors,
integrating literacy programs with
occupational skills and family support
programs, and improving the access of
low-income women to nontraditional
employment.)

Cindv Marano, Executive Director of
WOW explains that the project. a joint
venture with the Corporation for Enterprise
Development, the Ms, Foundation for
Women, and the National Economic
Development Law Center, responds to the
“disappearance of many of the federal
legislative provisions that had supported a
development agenda for low-income
families.”

“Collectively, we decided that the chanpes
required new vision and creative
solutions,” notes Marano, “It was time to
roll up our sleeves and consider a new
approach.” Key project activities will
include the development of a resource book
on the six strategies, legislative analyses of
federal welfare and workforce development
bills, funding and technical assistance to
local activist groups to achieve policy
implementation of the six strategies, and
technical assistance to other states
interested in adopting the six strategies.

Pilot work in the project will be done in the
District of Columbia and California. Other
targeted states include: Georgia,
Pennsylvania, North Carolina, Illinois,
Minnesota, Texas, Montana, and Oregon.

To find out more about the Project or to
see how you can participate, contact:
Cindy Marano or Sandra Van Fossen at
WOW, 815 15th Street, NW, Suite 916,
Washington, DC 20005,

Tel. # 202-638-3143

Fax # 202-638-4885. .
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Survey Finds Lack of Downpayment
Biggest Obstacle to Homeownership

annie Mae’s 1996 National Housing Survey reveals

$s

)

findings:

Americans of all income groups believe homeownership
is central to their achieving the American Dream. Most
notably, 52% of Americans surveyed cited not having
enough money for a downpayment as an obstacle to
homeownership. The survey also reveals that for low- to
moderate-income renters. owning their own home is the
most important goal in their lives. Other noteworthy

® 83% of Americans believe homeownership makes a better
home life for children than does renting.

* 43% of Americans feel homeownership is within reach for
people 25 to 29, compared to 35% four years ago.

* 63% feel finding a qualified buyer for a home is very/fairly
easy, compared 10 45% in 1992,

While tens of thousands with low- to moderate-incomes have moved into homes in the
past four years, homeownership remains elusive to a large number of low-income
Americans. Seventy-six percent of low- to moderate-income renters report that they rent
because of their circumstances, not as a matter of choice.

une 1996 brought the deaths of

Congressman Bill Emerson, a Missouri
Republican, and Justine Petersen,
Managing Director of the St. Louis
Reinvestment Corporation. Both made
important contributions to asset building
policy and community development.

Rep. Emerson, as the ranking member of
the House Select Committee on Hunger,
co-sponsored with Rep. Tony Hall (D-
OH) the first federal legislation calling for
an IDA demonstration in 1991. This bill.
in several different versions, has remained
influential in Washington. President
Clinton included it in his 1994 welfare
reform proposals, and Senators Dan Coals
(R-IN) and Carol Moseley-Braun (D-IL)
have re-introduced it in the current
Congress. Mr. Emerson, a conservative,
was a faithful supporter of anti-hunger
and community development legislation.

He exemplified a constructive, bipartisan

legislative style that was highly regarded
amoeng his colleagues.

Justine Petersen was one of the nation’s
path-breaking organizers in community
reinvestment. Working for ACORN in
the 1980s and early 1990s, she negotiated
more than five hundred million dollars in
lending packages for low-income and
minority homeownership. Ms. Petersen
was justifiably proud that these loans had
extraordinarily low default rates, To
protect against default, she pioneered the
use of an escrow savings account with
monthly deposits to be used in case of
family emergency. In her position with
the St. Louis Reinvestment Corporation,
Ms. Petersen designed a plan to expand
this savings mechanism to create
individual development accounts. She
was loved and cherished by thousands of
St. Louisans whose families and
communities benefited from her work.

-- Michael Sherraden

w
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The Poor Do Save, CDCU's 60 Year History Attests

ommunity development credit union’s

(CDCU’s) 60 year history of
promoting savings among the poorest
communities in America is strong proof
that the poor can and do save. First
formed in the 1930s in African-American
communities (primarily in the South) that
were denied access to credit and financial
services by other financial institutions,
CDCUs provided savings facilities and
loans to its low-income members.
Historically, CDCUs have gathered a
large majority of their assets, in the form
of member savings, from the low-income
communities that they serve.

The National Federation of Community
Development Credit Unions (NFCDCU}
reports that as of December 31, 1995,
there were 127 CDCUSs in their
membership nationwide which had an
average of 1,352 savers per institution
(for a total of 171,104 savers). These

" CDCUs served nearly four savers for
every borrower. At the end of 1995, there
was over $250 million in savings at

CDCU:s with only 9% of all CDCU assets
coming (in the form of non-member
deposits) from outside of the communities
that they serve. While the average
savings balance of CDCU savers was
more than $1,200, the median family
income for CDCU members was $19,000.
The performance of CDCUs clearly
demonstrates that low-income families
can save significant amounts.

In recent years, CDCUs have expanded
the range of products and services that
they offer to now include mortgage and
small business loans, checking accounts,
and ATM access. At the same time, their
central mission to promote thrifi in low-
income communities has remained
constant throughout their 60+ years in
existence.

Given their experience with saving and
low-income communities, and their status
as insured depositories. CDCUs are now
embracing Individual Development
Accounts. Already. two CDCUs (Near
Eastside Community Federal Credit

Union in Indianapolis, Indiana and
SCICAP Credit Union in Leon, lowa) are
participating in [DA programs. Several
other CDCUs are already actively
developing initiatives, Moreover, the
NFCDCU has received funding from the
Charles Stewart Mott Foundation and the
New York Community Trust to develop a
broad program for CDCUs seeking to offer
IDAs to NFCDCU members.

For more information contact
Morgan Sandquist, NFCDCU,
120 Wall Street, 10th Floor,
New York, NY 10005.
Tel# (212) 809-1850
Fax# (212) 809-3274.

<

New IDA Legislation in the House

n May 16, Congressmen Watts (R-OK)

and Talent (R-MO) introduced H.R.
3467, Saving Our Children: The American
Community Renewal Act of 1996. The

centerpiece of the legislation is the creation -

of 100 renewal cominunities (and the
repealing of existing empowerment zone
legislation).

In addition to receiving special tax benefits,
and targeted federal assistance, these
renewal communities would be authorized
to establish Family Development Accounts
(FDA) for community residents. EITC
recipients living in a renewal community
would be able to put a portion of their credit
into a savings account that would receive a
federal match. All withdrawals from FDAs
would be tax free for the purchase of a
home, post secondary education, or creation
of a small business. Contributions to FDAs
would be limited to $2,000 in unmatched
income for a one year period and the federal

match would be funded through Social
Service Block Grant (SSBG).

On June 25, Congressman John Kasich (R-
OH) and Senator Dan Coats (R-IN) jointly

launched phase 1} of the Project for American

Renewal—a comprehensive legislative
package aimed at reinventing federal
programs targeted to poor communities and
individuals in poverty. Kasich has recently
gained notoriety for his leadership in the

battle to cut federal spending. His support of

IDAs indicates that even the most fiscally

conservative congressional members
recognize the importance of asset-
building to the U.S, economy.

The omnibus bills (H.R. 3716 and
S.1904) package the 18 bilis previously
introduced in the Senate by Coats into
one bill—including the IDA
Demonstration authorized at $100
million over four years., While the
legislative package is unlikely to pass
during this congressional session,
Senator Coats has expressed his
commitment to pursuing the Project for
American Renewal in the 105th
Congress.

For more information on the progress
of IDAs in Congress, contact:
Alison Feighan at
Robert A. Rapoza Associates,

601 Pennsylvania Ave., NW, Suite 830.
Washington, DC 20004.

Tel # (202) 393-5225
Fax# (202) 393-3054.

|
|
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he Federal Home Loan Banks of

Pittsburgh and Indianapolis have
introduced programs that match the
savings of low-to-moderate income
families toward downpayment and closing
costs on a first home. These two programs
come on the heels of matched savings
programs introduced by the FHLBanks of
New York and Seate during the past
year.

The FHLBNY issued rules for its
matching savings program in July 1995
and announced the program to its
customer base that November. It already
boasts 130 families currently in the
savings process and another 100 who
have signed up. It has committed $2
million to its program for 1996. Seattle
approved its program in Febmary 1996.
While each FHLB has its own match rate,
match cap, and annual budget, the four
programs have several common elements.

In each program, eligible families (with
incomes less than 80% of the area
median) open savings accounts with a
FHLB member financial institution (e.g.
savings banks, commercial bank, savings
and loans). The families then attend a
mandatory homeownership counseling
course and make monthly deposits to their
dedicated savings accounts. Upon
completion of the homeownership
counseling course and a minimum 10
month savings period (Indianapolis does
not require a savings period), the
families’ savings are matched by the
FHLB.

Here is how the programs differ:

» FHLB of New York: Matches
savings at 3:1 rate (three dollars
maich for each dollar saved) up to
$5,000. Annual appropriation of $1
million. (For 1996, New York has
merged its 1996 and 1997 funding.)

» FHLB of Seattle: Matches savings at
1:1 rate up to $3,000. Annual
appropriation of $1 million,

e FHLB of Pittsburgh: Matches

savings based on income level up to
$5.000. Households with incomes at

or below 50 percent of area median
receive up to 3;1 match, from 51 to
65% of area median receive up to a
2:1 match rate, and from 66 to 80%
of area median receiveuptoa 1:]
match. Annual appropriation of $1
million,

» FHLB of Indianapolis: Matches
savings at 2:1 rate up to $4.000.
Annual appropriation of $500,000.

Additionally, FHLBanks of Atlanta and
Topeka are now developing matching
savings programs. Details have not vet
been released.

The FHLBanks of Chicago and Des
Moines are also operaling programs (o
assist potential low-income homeowners.
These programs, with $1 miition annual
appropriations and mandatory
homeownership counseling provisions. do
not require matched savings,

For more information on the matched
savings concepl, contact
Paul Heroux at the Federal Home Loan
Bank of New York,
7 World Trade Center, Floor 22,
New York, New York 10048.
Tel. % (206) 340-2300,

ounded in 1990, the Tufts University Center on Hunger,

Poverty and Nutrition Policy is a powerful ally for reformation
of federal and state laws which inhibit asset accumulation for the
poor. The Center’s mission is to advance public policy choices
which reduce hunger and poverty, and enhance the development
of and productive capacities of American families and children.
It conducts research on asset-building among low-income
Americans and on state asset-building policies.

It has recently released two studies on assets. “Asset
Development Among America’s Poor” examines trends in the
distribution of income and wealth among the poor and non-poor.
The Center's most recent study, “Economic Security Among
America’s Poor,” tracks the impact of state welfare waivers on
asset accumulation. The Director of the Tufts Center, J. Larry
Brown, notes that while, historically, federal policies “have
helped millions of Americans to develop “assets’...this form of

Tufts Center Is An Asset

siates.”

He explains that in response to federal asset limitations for the
poor, “35 states have changed their welfare policies in a massive
form of experimentation....This document gives readers a
summary of the most positive aspects of what is being tried by

John Cook and Laura Sherman. authors of the waiver study, draw
on unpublished material provided by the U.S. Department of

Health and Human Services on 38 welfare reform waivers they

have approved and 21 waiver requests that are still pending.
They conclude that “State waiver provisions approved by DHHS

"can have an impact on recipients’ income levels, their
accumulation of physical or financial assets, and their
development of human capital.”

To obtain a copy of “Asset Development Among America's
Poor™ or “Economic Security Among America’s Poor,” contact:

Center on Hunger, Poverty and Nulrition Policy, Tufts University, E

: federal assistance typically is not.avallable to the nation’s poor. Medford, MA 02155, Tel# (617)627-3956 Fax # (617)627-3020.
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North Carolina Coalition S

pa

rks IDA Demonstrat|

Sinoe January of this year, a working
group made up of representatives from
community-based organizations, state
govemnment, community development
financial institutions, and public housing
authorities, as well as advocates for the -
poor, women and minority economic

North Carolina

sg.
l
I

session that calls for a $200,000 appropriation
from the General Fund to the Department of
Commerce to be used as matching funds for a
300-account IDA demonstration for Work First
participants. Additionally, the working group !
has drafted a “Work First IDA Proposal” that |
it will present to the state’s Department of

development, have been meeting to bring
Individual Development Accounts to North Carolina. The
working group has focused on launching three IDA initiatives.

Homeownership IDAs

The working group has convinced the North Carolina Department
of Commerce’s Division of Community Assistance (DCA) to set
aside $250,000 of its “community empowerment” funds for 1997
for an IDA homeownership demonstration targeting working
families who are on the cusp of buying a home. The
demonstration calls for the establishunent of 150 TDA accounts
over a two-vear period at three sites, with a 2:1 match rate and a
$2.000 match ceiling, At each site, the demonstration will be
implemented by a CDC or nonprofit partner that has an existing
clientele of lower-income residents and some past experience
working with CDBG and/or homeownership programs.

Welfare Reform: Self-Sufficiency IDAs

The working group has also helped draft legislation submitted
with bi-partisan co-sponsorship during the current legislative

Human Resources, the agency responsible for |
implementing Work First. This proposal seeks formal inclusion
of IDAs as part of Work First and calls for a budget of $900,000
for matching funds, administrative expenses. and training
expenses for a 300-account demonstration in four sites over three
years,

Microenterprise IDAs

Finally. a microenierprise subcommittee of the working group has
drafted a proposal for an IDA demonstration that would focus on
IDAs as a tool in the start-up and growth of microenterprises by
the poor and working poor. The working group will present this
proposal to the Department of Commerce’s Finance Center which
already uses Small Cities CDBG funds to suppert the
development of microenterprises.

For more information on 1DAs in North Carolina, contact Carl
Rist at CFED South, 1829 East Frankfin Street,
Suite 1200M, Chapel Hill, NC 27514.
Tel # (919) 967-5300
Fax# (919) 967-2244.

__________________ _Tennessee

AT AR AR A AT LA A A LA LY AT
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B;ginning in August 1995, the Tennessee
etwork for Community Economic
Development (TNCED) drafied and advocated
for legislation to support the establishment of
an IDA pilot program in Tennessee. This
draft, which was introduced in the 1996
legislative session as Senate Bill 2983
sponsored by Senator Harper, and House Bill

Tennessee

a home. to secure a post-secondary
education for themselves or their clildren,
or 1o start or expand a business venture. A
waiver request. which is currently pending
at the office of the U.S. Secretary for Health
and Human Services. and expected to be
approved before the Tennessee initiative’s
proposed September 1996 start date, will

2891 sponsored by Representatives Pruitt,
Langster, Brown, and Brooks, was incorporated into the Families
First Legislation which passed the Tennessee Legislature in April
1996 and was signed into law by Tennessee Governor Sundcuist.

The purpose of the law is to create an opportunity for AFDC
recipients to build assets as a transition to self-sufficiency, Six
urban and six rural communities in Tennessee. two in each of the
grand divisions of the state, will participate in the demonstration
project.

In the selected communities, AFDC recipients may deposit up to
$5.000-in a special savings account designated for the purchase of

disregard all IDA savings when computing
AFDC and Food Stamp eligibility.

Although the law is directed to AFDC recipients, IDA groups
will be comprised of a wide cross section of low- to moderate-
income individuals. Currently, TNCED is contacting private
sector sources to obtain matching funds for savings.

For more information, contact Michele Flynn, Tennessce
Network for Community Economic Development.
P.O. Box 23353, Nashville TN 37046.

Tel. # (615) 395-4341
Fax # (615) 256-9836.

—._—ﬂd
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DC Groups Plan Group IDA Model

ntil pow, IDA programs have been

hosted exclusively by the most
comprehensive and innovative community-
based organizations nationally (such as
Eastside Community Investments in
Indianapolis, Women's Self-Employment
Project in Chicago, and ADVOCAP in Fond
du Lac, Wisconsin), While clients of smaller
and less advanced community-based
organizations also need to build their assets
to achieve seif-sufficiency, small community
organizations often lack the resources to run
their own [DA programs. Now, several

with a financial institution, the |
development of an economic literacy
curriculum, on-going technical
assistance, homeownership and
microenterprise training mechanisms,
and the creation of a management
information system. By combining forces
in a group IDA initiative, participating
DC organizations hope to share many of
these responsibilities.

The DC groups (which inciude
community development corporations,

Washington, DC community based Running a stand-alone [DA program transitional housing organizations, and |
organizations have joined forces toplana  equires commitment on the part of the microenterprise groups) have already |
collaborative IDA program that will allow ~ host organization. It requires a sizable held three planning meetings to design a 5
smaller specialized community-based piece of the executive director’s time, a cny-mcjle initiative. Originally convened i
organizations to offer IDASs to their clients, fundraising commitment, a relationship at meetings sponsored by the Moriah |

Fund, the DC groups are looking into
which functions of an IDA program
should be shared by the collaborative

. (such as fundraising) and which should
WS = I = >< a3 d S be housed at each pgam'cipaling
| tS 1A FPPro gr=a I Y) || organization (such as one-on-one
counseling). Together, they are also
he Women’s Self-Employment Project’s  of wealth in the United States. The working to develop language for a city-
IDA program is now seven months old sessions are followed by an informal wide waiver foy fedc@ asset-
and its more than 30 participants—all networking lunch. accyr'nulauon limitations for AFDC
AFDC recipients and business owners— ] ) _ recipients.
have saved over $4,000. WSEP is proud to M{: or mo-"ehm{;ﬂna"?n‘.gcontact Sherri For more information, contact:
announce that all participants are oses at the Women's Self-Employment .
L. . . . Project 20N. Clark S Brian Grossman at CFED
succeeding in meeting their savings goal. roject, LON. Clark Streel, o B G
: Suite 700, Chi IL 60602 777 North Capitol Street, NE, Suite 410
WSEP has extended the enrollment period uite 700, Lhicago, : L ) i
" Tel # (312) 606-8257 Washington, DC 20002. !
and expects up to 30 additional enrollees el # (312) 2) 408- i
i Fax & (312) 606-9215. Tel. # (202) 408-9788
this summer. Fax # (202} 408-9793. :

s oo

WSEP has already seen an increase in
confidence and hope among the IDA
account holders. For example, Arinez
Gilyard, owner of a day care center and
arong the first to join the IDA program,
has already transitioned off of public
assistance: “Through my participation in
the IDA program I’ve learned that I cannot
go from check to check. 1 need savings as a
cushion since I'm the sole breadwinner of
my family of three children. The IDA
program has encouraged me to save more
than the minimum. I have a sense of pride
when I get my monthly bank statements,
because they show that I am progressing.”

Participants also attend bi-mnonthly Aoney
and Assets economic education sessions.
Recent sessions have focused on the global
economy, consumerism, and the distribution

PHOTO BY PHILONESE SIMMONS, VISIOHNS PHOTOGRAPHS
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ADVOCAP Launches IDA Project

ADVOCAP, a community
action agency in Fond du
Lac, Wisconsin reports that
fifty families from its three
county service area are now
in the process of opening up
IDA accounts.

IDA participants are receiv-
ing planning and budgeting
guidance from their case
managers, Tina Potter, Pro-
ject Coordinator of ADVO-
CAP’s IDA program ex-
plains: “since families were recruited
from ADVOQCAP programs like Head
Start and the Home Ownership Program,
they already start off with a worker with

August 1996

CAP’s Business Development Program, |
has already purchased three pieces of '
equipment to use on future work orders.

ship with. This eases apprehensions fami-
lies have about discussing how they spend
their money and make developing a savings
plan easier. In fact, many families were
already working with their case managers
on budgeting issues.”

During the next phase of ADVOCAP’s
IDA program participants will attend
economic literacy workshops structured
to enhance their financial management
skills,

As of the end of May, 25 families had
opened accounts with participating banks.
At the beginning of each month, banking
representatives send ADVOCAP copies of
participants’ account statements. ADVO-
CARP uses the bank statements to produce
monthly IDA statements that show families
how much they have saved and generated
in IDA match and spent on assets. After
only two months, families have saved
$1,534, vielding $6,136 in matched IDA
dollars. One family, involved in ADVO-

For more information on ADVOCAP's

IDA program, contact: Tina Potter at

ADVOCAP, P.O. Box 1108, Fond du
Lac, Wi 54936-1108. '
Tel ¢ (4]4) 922-7760 ;
Fax £ (414) 922-7214.

whom they have an established relation-

ver the past six months, Eastside
Community Investments’ (ECI)
Individual and Home Ownership
Development Accounts (HODAs) have
grown considerably in several regards. In
addition to significant account activity, 18
participants graduated from ECI’s first
“economic literacy” course taught by Purdue
University Extension trainers. The graduates
are participants in ECI’s Basta and Home .
Ownership programs, and five of them will
become trainers for subsequent economic
literacy training for ECI participants.

Several graduates who spoke at the

commencement ceremony expressed that, due

to the economic literacy classes, they now have a greater sense
of control over choices they can make in their lives and
knowledge of different ways to prioritize and organize spending
and investment. Graduates also expressed interest in learning
about investment opportunities that would enhance their
financial wealth in the long term. Purdue University faculty are
currently working with ECI staff to write an economic literacy
curriculum that explicitly teaches income management (savings
and investment) strategies that build wealth.

Through March of this year, 140 participants in ECI programs
have IDAs or HODAs in their names at the Near Eastside
Community Federal Credit Union. One-third of these
individuals are contributing their own savings that are being
matched 9:1 with funds granted to ECI by the Joyce Foundation.

Eastside Community Investments’ Asset Development Programs Grow

Fifteen IDAs have been used to leverage a
subsequent asset—three for home ownership.
four for education, and eight for small business
investments. At least two residents at ECI’s
Ohio Street Townhomes expect to use their
HODA to purchase homes by the fall.

IDA and HODA activity varies across ECI
programs that offer these investment tools. in
two of the programs, Special Needs Housing and
Basta, approximately two-thirds of the
participants saved money in their accounts
through March 1996. In the Microenterprise
program, all of the participants have saved the
maximum eligible for match ($75). Nearly one-
third of the YouthBuild students. and just over
10% of Fast Track students, have saved in their [DAs. Several
participants have also opened savings accounts for their children
who they report deposit money regularly.

ECI is encouraged by the jump in activity and level of
conversation between staff and participants during the past year
since ECI instituted changes that better coordinate staff-staff and

staff-participants relationships.

For more information on ECI's IDA program, contacl:
Gina Davis, Eastside Community Investments, Inc.,
26 North Arsenal Avenue, Indianapolis, IN 46201.

Tel # (317) 637-7300
Fax # (317) 637-7381.
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IDA Development

IDA NET -- Individual Development Account Learning Network

Over the next few years,
practitioners and policymakers at
the community, state, and federal levels
will continue to create prototypes for a
national investment system based on
funded, dedicated individual investment
= accounts. The quality of those
prototypes is dependent on innovators
having ready and continuing access to the experience, lessons,
and ideas of their counterparts. To promote the most rapid
learning and exchange possible, the Corporation for Enterprise
Development, in conjunction with the Center for Social
Development, will soon introduce a fonmal learning network for
practitioners and policymakers interested in forwarding
Individual Development Accounts.

Members of IDA Net will receive:

¢  Annually updated design manual for community IDA
programs, Designing Your Own Individual Development
Account Demonstration, which presents key design
principies and describes the components of existing IDA
initiatives in detail.

e Annually updated State Individual Development Account
Sourcebook, which describes key design questions for state
IDA initiatives and provides model legislation.

*  The Federal Individual Development Account Manual,
which describes federal funding sources. IDA programs. and
pending legislation.

¢ The Individual Development Account Evaluation Handbook
and monitoring packet, which contains model surveys,
monitoring tools, and focus-group protocols.

e Assets: A Quarterly Update for Innovators newsletter,

®  The Cutting Edge: Innovations for Practitioners. a series of
practical updates on new techniques for increasing the
effectiveness of IDA initiatives.

The centerpiece of IDA Net will be its interactive learning
activities which will include:

* The development of a series of on-line Internet forums where
practitioners and policymakers will consider key design
issues, share their experiences, and discuss challenges
confronting them.

¢ Preferential invitations to conferences and workshops on
selected IDA topics.

There will be an annual membership fee for IDA Net to defray
some of the direct costs of materials, and practitioner participants
will be asked to provide semi-annual tracking updates. An IDA
Net membership application will appear in the next issue of
Assets.

ince the beginning of this year, the Corporation For

Enterprise Development, with the financial support of the
Joyce Foundation, has worked with communications experts to
better tailor the IDA message to the American public.
Millenium Communications and the public relations firm of
Bennett, Petts, and Blumenthal conducted focus groups of
Democrats and Republicans and through their research have
yielded a series of insights to help guide IDA advocates in the
transmission of our message. Among the findings:

1. Emphasize the outcomes of ID As, especially
homeownership, but also business generation and education.
Present IDAs as a tool that enables families to achieve the
American Dream.

2. Emphasize [DAs’ bi-partisan support. Their advocacy by
those on all points of the political spectrum signal that IDAs
are unique and feasible. Moreover, individuals are more
likely to support ID As if they know that the politicians they
support are IDA advocates.

3. Emphasize that IDAs help build communities. Comnunity-
based institutions, who will manage IDA programs, have
broad public support. Additionally, savings deposits into
community financial institutions will build the financial
strength of those communities. Increased homeownership
and business entrepreneurship make communities stronger.

Nine Suggestions For Communicating the IDA Message

4. Emphasize that IDAs expand individuals’ control over their
economic futures. IDDAS are not a government program,
rather a policy that helps people help themselves. IDAs are
patterned after powerful and successful savings initiatives
(401(k) and IRA plans).

5. Emphasize the savings component of [DAs. Americans
recognize the importance of savings to individuals and the
economy as a whole.

6. Emphasize how IDAs promote inclusion of the poor in the
economy. Both Democrats and Republicans recognize that
penalties for asset building and earning income discourage
positive behavior and are counterproductive.

7. Educate the public about the capacities of low-income people.
The public does not recognize that poor people save, start
businesses, buy homes. and pursue higher education. Explain
how IDAs link savings to economic literacy training,

8. Use terms which appeal to your audience. “Family Savings
Accounts,” or “Children’s Savings Accounts” resonate well
with most Americans.

9. Emphasize the universality and inclusiveness of the long-tenn
goal for [DAs—an account in everyone’s pocket. A universal
savings and investiment system will provide ali Americans a
new and powerful tool to navigate that turbulent global
marketplace.

|t iy
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Book Review
Black Wealth White Wealth ‘

Melvin L. Oliver & Thomas M. Shapiro

t is almost impossible to read Black Wealth/White Wealth: A
ew Perspective on Racial Inequality by Melvin L. Oliver (the
new director of anti-poverty programs for the Ford Foundation)
and Thomas M. Shapiro and ever again consider racial inequality
without reference to assets.

The book collects and presents the best and most comprehensive
data on patterns of wealth (net worth) and net financial assets
(wealth minus home and automobile eguity which are not
generally available for investment). Among the more stunning
findings:

» In 1988, while the median income for Black Americans was
$15,630 compared to $25,834 for Whites, the median net
worth was only $3,700 for Blacks versus $43,800 for Whites.
and the median net financial assets for Black Ainericans was
$0 versus $6,.999 for Whites.

¢ Differences in education. occupation, and demographics
account for less than a third of the assets differential. Race
alone accounts for 50% of differentials in income between
Blacks and Whites, 71% of the differential in net worth, and
76% of the differentials in net financial assets. Put another
way, the asset cost of being born black in America is $43,143
in mean net worth and $25,794 in mean net financial assets.

*  Almost one-third (31%) of American households have no or
negative financial assets, including over 60% of Black
Americans, 54% of Hispanics, and 62% of single parent
households.

Just over half of all Americans (55%) have sufficient net financial
assets to tide them over more than three months without a job;
only 21.1% of Black Americans, 27.5% of Hispanics, 33% of
Americans under 35 vears of age_. and 21% of single parent
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But the major contribution of Black Wealth/White Wealth is not
documentation of the disparities, but the understanding of what
they mean and how they came to be:

The burden of our claim is to demonstrate not simply the
taken-for-granted assumption that wealth reveals “more”
inequality.... More importantly we show that wealth uncovers
a qualitatively different patiern of inequality on crucial
fronts.... It is our argument that wealth reveals a particular
network of social relations and a set of social circumstances
that convey a unique constellation of meanings pertinent to
race in America. This perspective significantly adds to our
understanding of public policy issues related to racial
inequality: at the same time it aids us in developing better
policies in the future. .

Indeed, Oliver and Shapiro explain in great detail and with
precise analysis. the history of racially discriminatory asset
policies that have brought us to this juncture. They demonstrate
how at every turn in the history of our country. Black Americans
were denied opportunities for building assets being supplied to
their white fellow-countryimmen: the denial of the benefits of the
Homestead Act after the Civil War: the dispossession of
Reconstruction and Jim Crow: the economic detour of restricted
markets; the impact of occupational segregation: the way the
Federal Home Administration foreclosed homeownership to
Blacks through racial covenants and other techniques at the very
time it created suburbia and the affordable home mortgage for
Whites; through to contemporary asset discrimination in
mortgage lending, tax. and weifare policy. They provide an
analytic framework for assessing policies, detailing the
“racialization of policy.” the “economic detour.” and asset
holding patterns as the “sedimentation of past discrimination,”

In demonstrating the effectiveness and impact of past,
discriminatory asset policies. Oliver and Shapiro also suggest the
potential of future, inclusive asset-building policies. [O]ur
analysis clearly suggests the need for massive redistributional
policies in order to reforge the links between achievement,
reward, social equality. and democracy.” Understanding the vast
impact of past asset policies should enable us to craft the kind of
asset policies that cohere to the requisites of the current economy
and advance social and economic equity and vitality. Oliver and
Shapiro endorse individual development accounts as a prime
strategy for accomplishing this goal, while underscoring the need
to address specific racial asset inequalities and discrimination |
head on. In this sense, Black Wealth/White Wealth is evidence of
possibility as well as a call to action. The call is an ambitious
one, but there are few callings higher than “to reforge the links
between achievement. reward, social equality, and democracy.”

--Bob Friedman




L

ASSETS: A Quarterly Update For Innovators 11

Social Security in the 21st Century

Sherraden Addresses International Symposium on Social Security

Ni\\ A Y .
Y 12, 1996—In the introductory address to open the

o N onal Symposium on Social Security in the 21st Ceatury
N, N City, Mexico, Washington University Professor
ains .\\‘- Sherraden outlined world wide trends in social security
o N ";\‘med a picture of the likely shape of social security in

* v century,

;\:.‘;;‘\\\‘n explains his thesis: “As information
it _‘\\\\g\' reshapes .eoonomic organization, we
“~ ¢ through major—and often chaotic—
% ~Nanges. These will, in arn, dramatically
" wocial security policy.™ Sherraden notes §
% the United States in 1885, almost no one
“ i\\\“t imagined that a hundred years hence
- "\ less than two percent of the labor force
T\ N employed in agriculture.... Just as the
::::\ “wiral era gave way to the industrial era, the
““al era is now giving way to the information era.”

lk\i "
VNN

Ny ;
. N ‘ ‘¥en reviews 20th century social security policy and
*YWAndes that the “basic idea of domestic policy [was] to have

A . . B .
" Wustrial economy that is productive enough so that it can be

W ) . X
"W provide for income for groups who do not receive

:‘\“:""\\‘N income from the market economy.... As the economy
‘_“:‘ ;\\'ml conditions change, income-based social policy is less
¥ functional to the world we live in.”
:“T‘“adcn argues that industrial era assumptions that mass
MWW can be sustained in low skill employment that is stable
\:\ " e long term are no longer valid. At the household level,
; Wb ““lury assumptions were that most people will have a
"4 term job, and social security policy would supplement the
L11H (LT "rom [hisjob.

e iy century reality, according to Sherraden, is that as
:iouu.u.[ benefit social insurance systems come under increasing
:‘\ ! \messure, they will be augmented and often replaced by
W contribution systems. “Indeed, by the middle of the
MWy [irst century, T would anticipate that social insurance will
" hingier be the dominant pillar in social security policy in most
*"WWeics. Tt will have been replaced by capital accounts....In
s gy enty-first century, we will not think exclusively in terms
w1l protections at the expense of economy growth. We will
"Wis il think of social protections and economic growth.” In
%1 winny countries, including Singapore, Malaysia, and Chile
W ulrcady shified social security policy toward large-scale
ulivilyal asset-based accounts.

Mvunding to Sherraden, a successful social security policy in
the 11 century will integrate social policy with economic
Phy and provide full funding (rather than pay-as-you-go).

:lﬂlivhlual and universal capital accounts established at birth

would be fully vested and fully portable (international agreements
would make accounts portable across national borders), providing
a range of investment options (managed by the private sector).
While mandatory work-related contributions would be the main
funding source, the state would work with the nonprofit and
private sectors to provide subsidies for the non-poor.

A between social and economic policy largely

disappears at the houschold level, where families

b can make their own policy decisions. Capital

| acoounts would become the driving force of state

i social policy: “These capital accounts would be

%/ used not only for retirement security, but also for
housing, education, health care, insurance, - i

” investments, and other domestic purposes.”

For a copy of “Social Security in the 21st Century,” contact:
The Center for Social Development
Washington University, Campus Box 1196,
One Brookings Drive, St. Louis, MO 63130.
Tel. # (314) 935-7433.

Resources

Attention IDA Practitioners

If you are planning an IDA demonstration and have not yet
contacted either the Corporation for Enterprise Development or
the Center for Social Development, we urge you to call Brian
Grossman at CFED (202-408-9788), or Karen Edwards at CSD
(314-935-7433) as soon as possible.

* % ok

Exploring Asset-Building on the Internet

Both the Center for Social Development and Eastside Community
Investments have homepages on the Internet dedicated to asset
building. To access these try:

Center for Social Development
http:/fwww. gwbssw. wustl.edu/~csd/
® Contains research working papers on asset-building, IDA
evaluation materials.

Eastside Community Investments, inc.
http:/fwww.enn.orgfennweb2/2122_19a hitm
¢ Contains information on ECI’s asset-building prograins.

‘it hecome the dominant domestic policy instrument, They
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|IDA Provisions Included in New Welfare Reform Law

i e The new welfare reform bill passed by Congress contains language that will allow [DAs as a permissible use of block grant
funds and will disregard savings in Individual Development Accounts from eligibility considerations for government

i assistance.

'New Privately Funded IDA Demonstration Will Leverage $11 million

50 The privately-funded Downpayments on the American Dream Policy Demonstration (DAD) will establish at teast 2,000 IDAs
in low-income communities across the country.

FHLBs Budget $4.5 Million for Matched Homeownership Savings Programs in 1996

¢  The Federal Home Loan Banks of Pittsburgh and Indianapolis have introduced programs similar to those already in place at
the New York and Seattle FHLBs which match the savings of low-to-moderate income families toward downpayment and
closing costs on a first home,

Also in this issue; IDA Programs Planned in Tennessee and North Carolina
DC Groups Examine Group IDA Concept
Update on Community IDA Initiatives
IDAs Included in State Organizing Project for Self-Sufficiency Strategies
IDAs in the 1996 Presidential Campaign
Interesting Findings from a National Survey on Homeownership
Introducing the IDA Learning Network
Book Review of “Black/White Wealth”
Sherraden on Social Security in the 21st Century
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Time Frame For Noacom Employment Individual for Benefils Other
Retain Limnit Work Major Work With Work Subeidy Responsihility Family 2 Domestic to Selected
‘State Waivers (Months) (Montha) Activitles Requirements Component Plan Cap Tier Violenee _y Aliens Onptions
VIRGINIA All Hotof 60 | 32 for CWEP | Unsubeidized, Foll Family Yes Yes Yes No No Yes Upfront
Sabeldized Banction Diversiong
Recelved: 12/06/96 Private/Public, Learnfare;

specified Employment, Job Termination {certified) Diversion
Received: 1172696 Seaarch, CWEP,

Footnotes:
1/ Shading indicates plan determined complete by DHHS.
2/ Includes States that certified that the State will stroca for domestic vicleuce, a0 well 28 States that did not certify but included o description in their plan,

3/ For individuals who have moved from another state and have lived in Florida for less than 12 months, the thne imit for temporary ssistance shall be the shorter of the time limitations in the two states, and months in which asistance was
received in any state shall count towards the 48-month comulative benefit imit. Otherwise, new residents are treated the same as older residents.

Janu, . 1997



A Lo Wt PAY TRV * ﬂU.l-l'\JIJllI_. iy L R N N N N L S ¥ R S

CT AL e iy :wuum‘ o b . e . -

More Weltare Rec1p1ents Start Tmy Firms

Programs Promoting Self-Employment Gain Favor

S L NI BN R FETLL R Ry LS SRy W VW

By MICHAEL M. PHILLIPS
Stoff Reporter of THX Wall STAEEY JOURNAL

After 23 years on Aid to Families with .

Dependent Children, Dlanla P, Mat-
son finally figured out how to get off
welfare: She gave herself a job. -

With a $500 loan from the nonprofit
Foundation for International Community
Assistance, or Finca, Ms. Matson bought
soil and seeds to start a greenhouse busi-
ness in rural Menahga, Minn. Two loans
later, tne business is providing her more

than $7.000 in anhuzi income. and last,

summer she left AFDC — a pattern that
poverty experts hope will become more
common as the new welfare reform Jaw
forces millions of poor people off public-
assistance rolls.

“I'm mere or less self-supporting.”
says Ms. Matson, who stlll receives small
government disabllity payments. “I'l
make It on my own one way or another.**

More Leeway for States

When Presiden: Clinton signed the Re-
publican-inspired wellare reform bill last
August, he gava states greater leeway to
design their owm public assistance pro-
grams, while imposing a {lve-year limit on
most benefits and requiring many benefi-
ciaries to work. Now. as social service
praviders scramble to find johs for all thnse
welfare recipients, there's a1 wave of enthu-
siasm for programs such as Finca's that
help the poar finance, launch and run their
own uny businesses,

**A year or two from now it's going to be
a major component of wellare policy.”
predicts Finca founder John Hatch.

That doesn't mean entrepreneurship is
{or every soun-lo-be-former welfare recipi-
enl. Most speclalists (n the field agree that
vnly 3%-10% of recipients have the incling-
ticn and ability to run their own microbus-
inesses - companies with one-to-five em-
Ployees, including the owner. And, as with
new businesses of any sort, many of those
companies will surely fail.

But even if a relatively small share of

wellare recipients turn to Self-employment -

for some or all of their income, the number
of new entrepreneurs could hit the tens or

even hundreds of thousands. The Urban -
Institute ¢alculates that une million fami- !
lies will lose their AFDC benefits by the *

year 2002. while £50.000 fumnilies lose diga-
bility payments and perhaps as many as
900.000 lose their food stamps.
Part of Reform Plans

The welfare reflorm law itself didn't
provide for microbusiness programs, but it
does dllow states to make the approach
parl of their own reform plans. Already at
Irast 10 states, including Jowa, Arizona,

Callfornia. Missouri and Tennessee, -have :

L*—ru\ -_

i legislation shat could allow wellare recipi-
* ents to stan husinesses without having
thase assets gounted against public assis-
tance income limits. In other states. advo-
€acy groups are pushing for more aggres-
sive microbusiness development pro-
grams. “It’s a hugely growing field, and
there’s a lot of fast work under way
because of the pace at which welfare
reform is moving,"” says Amy J. Kays,
associate director of the Aspen Institute's
economic opportunities program in Wash-
ington, D.C.

The White House is putting together a
$3.4 billion ‘‘wellare-to-work™ jobs bill
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“Humber of registerad micridusiness’ "
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that, among many other provisions, Is
f likely to encourage states to finance micro-
business development for welfare Tecipl-
ents. The issue is also expected to be a hot
wpic for U.S. participants in a first-ever
international “Microcredit Summit™ to be
held in Washingion on Feb. 24, The
Clintons have been longtime supporters of
microbuginess programs, and [irst lady
Hillary Rodham Clinton, who has strongly
supported the summil, visited with poor
entrepreneurs during w recent trip o
Bolivia.
Growing List
Much of the Ininal experience in micro-
business programs came from the devetop-
ing world, {rom El Satvador to Bangladesh,
. where tiny lending projects are often uased
1o help women generate an independent
source of income. In the U.S.. philan-
thropic and governinent micrubusiness de-
velopment programs have proliferated in
| recefit years, "'This country in the ‘80s
began to develop pockels of poverty that
are very similar to the developing world.”
says Maria Otero, executive vice president
of Accion [nternationa), which operutes
programs in Chicagu: San Diego: El Paso,
Texas. and other cities.
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microenterprise development programs in|
38 U.S. states. In 1996, the institute found|
248 programms in 44 states. As of 1994, the
latest year for which such data are avail-
able, the institute calculated that 208.000
people had received loans. training or
technical assistance {rom those programs.
The figure Is believed tu be substanually
larger today. **The percent of their money
that a family earns from thetr tiny busi-
ness is the percent that Keeps them above
the poverty line." Ms. Otero says. .~

The programs take many different
forms. Some require borrowers 0 form
groups that puarantee each member’s
loan, providing intense peer pressure for
repayment. “T'd been deiling with a hank
for 15 years and [ mouldn't get a loan
becayse [ had no collaterul,” says Buelah
Williams. who has since used three Finca
loans to build her Maryland clothing busi-
ness and expects (o hire as many as five
employees this year.

Other progrvams. such as the Detroit
Entrepreneurship Institute. provide extent
sive business training. but no financing.
After graduation. institute accountants
help the new entreprensurs with their
taxes while the graphics arl deparument
provides them with letterhead, business
cards and envelopes to get them on their
fee. The impending arrival of welfare
reform has generated a burst 4f interest
from the city’s poor. says the institute’s
president and chiel execulive officer.
Cathy McClelland. “In a sense there's
almost a3 panic” about the prospect of
losing benefits, she says. Evening classes
for low- and moderate-income individuals
now boast a waiting list 400 people long,

Even those mosl enthusiastic aboul
self-employment programs, however, con-
cede they won't work for the bulk of the
peaple expected to leave wellare In the
coming years. Starting a business is
inherently more risky than working for
someone ¢ise. they suy, and the successfu)
entrepreneurs often require close financial
and technical support during the initia}
years of operadon. Cost Is aiso an issue.
The price tag per job created or retained by
a microenterprise program often exceeds
the cost of other job programs, according
10 an Aspen lnsiitute study. But research-
ers hasten to add that'the microenterprise |
progrums are usually working with the -
poorestof the nation's poor. who may have
fewer skills and other special needs thal
make them harder tn assist.

“This may not be the 100% solution, but
il may be the 10% solutlon or the 5%
solulion.” says Jeff Ashe, executive direc-
tor of Working Cupital, a nonprofit micro-
business lending prugram based in Cam-
bridge, Mass.

1n 1892, The Aspen Instilute counted 108(
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