
((ongre~!i of tOt 'ijiniteb ~tate!i 
l4Ia~ington. JIll( 20515 

April 13,2000 

The Honorable William). Clinton 
President oftne United States 
The Whi,e House ~~, 
Washington, DC 20500-0003 j 

I 

Dear Mr, President 

,As moderule and conservative Democrats who strongly support your policies of hc1p~ng provide 
opportunity for the tess fortunate in society, we applaud your commitment .,to vlork with Speaker

. 

Hustert on legisJation to encourage economic development in economically disadvantaged 
communities. As you continue this effort. we encourage you to work to include prm:isions that 
will help ~ow-income workers by expanding the use of,an innovative new financial instrument 
known as the Individual Development Account (IDA). 

I 

Encouraging business growth and job development in economically distressed communities is a 
worthy goal w~ich we support. Legislation expanding access to Individual Development 
Accounts would be a natural compliment,to such proposals, Strong communities require 
individuals equipped with tools necessary to take advantage of these opportunities ahd move into 
the middle c1nss. I 

, 
Individual Development Accounts have been tremendously successful in helping 10Y'~income 
famities move up the economic ladder. Non-profit organizations and financial institutions work 
with families rhoving otTofv.'Ctfare and other low~lncome families lo,establish Indiy~dual 
Development Accounts. The org<lJ1izations provide matching funds to supplement what the 
individuals can save. These orgamzation also provide financial education and counSeling to the 
participating individuals. These special savings accounts reward savings by matching deposits 
dollar~tbr-dollar. The savings accumulated in £D.As can be applied toward buying ahome, 
investing in higher education, vocational training, or starting a smail business. r 

• I 
A number of state and local IDA pilot programs are reporting real success in spurring savings 
aJld asset-building. In the CQrporation tor Enterprise Development's Downpayments on the 
American Dream Policy Demonstration, 1,326 account-holders saved S378,708 which leveraged 
$741,609 in rtiatches. Monthly savings averaged $33, with the very poor (those ealning less than 
50 percent of the federal poverty Hne) saving &percent of their incomes while the moderate poor 
(those earning between 150 percent and 200 percent of poverty) saved 2 percent of their income. 
In other words.lDAs have been tested and shown to work: poor people can save, ~tlild assets, 
and dramatically improve their jives through IDAs. 

However, current IDA efforts have been limited. in scope because of a lack of funds. Given the 
success ofIDA efforts at the localleve!, we believe that it is worthwhile for the fe~eral 
govenunent to expand the benefit across this country by providing federal tax incentives 
encouraging;the development of IDA programs. ! 



Representatives Joe Pitts and ChaTtie Stenholm will be introducing legislation, The Savings for 

Working Families Act of2000. which will provide federal tax c:edits for financial institutions 


. tU'ld the broad range of non-profits that would partner with them, SimHar l~gis!ation has been 
introduced in the Senate by Senators Joe Lieberman and Rick Santorum, These eredit$ will also 
leverage private sector investments and community ir.volvemem in IDAs. Encouragi~g the 
development of fDAs program will n<?t require a big government bureaucracy. Ralher, it 'is an 
innovative partnership of goverrunent, financial institutions and non~profits to help ~ople who 
help themselves.: r 

, 
One ofthe biggest hurdles facing the working poor today is the growing wealth gap. A recent 
report by the Fe4eral Reserve found that while the net worth of the typical family has risen 
substantially in recent years, it actually has dropped substantiatly for low-income families. 
Expanding the uSe of IDAs alter this imbalance, and thus enhance the economic independence of 
America's working poor. 

We were proud to work with you in enacting welfare reform. Simply reducing the wf1fare rolls 
is not enough; our goal must be moving families from welfare into the middle class. As you 
have said eioquently on many occasions that we must continue or efforts t.o heip indi~iduuls who 
are leaving welfare become self-sufficient. IDAs can be a valuable part ofour effort to help , 
low-income frunilies help themselves as they work toward self~sufficiency. i 

We also share your commitment to maintaining fiscal discipline, Legislation creating tax 
incentives for JDAs, as well as the broader legislation creating tax incentives for eco~omic 
development in Poor communities, must be considered in the context of a fiscally responsible 
framework. We beHeve that the modest costs of this legislation can and should paid bt: for with 
offsets. . 

, 

Thank you for your leadership on this issue. We look forward to continuing to work ,~ith you on 
this and other issues. 

\ 

i 
ISincerely, 

f'NL1/"~ 
~h~ 
~....~-
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Members Signing Letter to the President 
Regarding Individual Development Accounts 

Rep. Charlie Stenholm D-TX 
Rep. John Tanher D-TN 
Rep. Ronnie Shows D-MS 
Rep. Mike McIntyre D-NC 
Rep. Tim Roemer D-IN 
Rep. David phelps D-IL 
Rep. James M,!loney D-CT 
Rep. Cal Dooh,y D-CA 
Rep. Tim'Holden D-PA 
Rep. Loretta Sanchez D-CA 
Rep. John Larson D-CT 
Rep. Tom Barrett D-WI . 



• • 

, 
H.R. 4106, The Savings for Working Families Act: ! 

I 

Sponsor: Rep,;Joe Pi••s (R-PA)I 

· I 
Cosponsors; (10) Charlie 5tenholm (D-TX), John Knsich (R-OH), Tony Hall (D-OH), Mark 

Souder (R-IN), Rosa DeLauro (R-CTj. David Camp (R-MI), John Larson (R-CTj, Carolyn 
Maloney (R-CTj, John Tanner (D-TN) and Tom Barrett (R-WI), 

Related legislation: S 2203, introduced in the Sena.e by Senator Joe Lieberman with ten 
cosponsors - Rick Santorum (R-PA), Spencer Abraham (R·M!), Dianne Feinstein (D·CA), Mary 
Landrieu (D'LA), Rod Grams (R-MNJ, Charles Rohb' (DNA). Evan Bayh (D-IN), Bob KeITey 
(D-NE), Richard Durbin (D-IL) and Diane Feinstein (D-CAl-

Status: Rcferr~d \0 the Committee on Ways and Means on March 2&, 2000, 

• 

Purpose: To provide for the establishment ofindividuaJ development accounts (lD;A.s) projects 
for the following objectives: i 
L providing individuals and families with limited means an opportunity to accumulate 

.- assets'an'd to enter the financial mainstream; 
2. promoting education, homeownership, and small business development; and 
3. stabilizing families and building communities. 

Summary: 

Title I: Individual Development Accounts For Low~Jncome Workers' 
I 

Sets forth requirements for [DAs for low~in<:ome workers, including the foHowing: (') the basic 
structure llnd adrninistr..1tion of IDA programs established by qualified financial institutions 
(QFIs) either alone or in partnership with community-based, nonprofit organizations; (2) 
procedures for opening an IDA with a QFI and contributing money (of up to a certain amount, 
except in tbe case of qualified rollovers) in m:cordancc with specified guidelines to qualify for 
matching funds from QFIs, State, local, or private sources to be held in either one ofjtwo special 
separate described accounts; (3) QFI deposits orall matching funds (matched dollar-for-dollar 
for the first $500 contributed by an eiigible individual to an IDA for any ta'{able ye~) for each 
IDA in one such an account which is interest~bearing; (4) withdrawal procedures tor IDA holders 
who have completed a QFf economic literacy COurSC to obtain matching funds to pay for 
qualified expenses upon obtaining appropriate permission; (5) certification to the Secretary of the 
Treasury that IDAs and other described accounts are operating pursuant to this Act, and 
termination of IDA programs jf the Secretary determines that a QFI is not operating an IDA 
program in accordan(:e with this Act; and (6) reporting and evaluation requirements.\ Authorizes 
appropriations.• , 



Title II: Individual Development Account Investment Credits 

Amends the Internal Revenue Code to allow a tax credit for a QF1's IDA investment during the 
tuxable year, including the aggregate amount of dollar*for·dollar matches under the IDA 
program, plus the lesser of S 1 00 times the number of IDA accounts maintained by the QFI, or a 
specified portion of certain costs ofproviding economic literacy training to IDA holders and 
under,vriting the,activities of collaborating community~based, not~for-profit organizations. 

(Sec. 202) Declares that QFls which establish IDA programs shall receive credit for funding, 
administration, and education expenses under the services test contained in regulations for the 
Community Reir:vestment Act of 1977 for those activities related to IDAs. 

(Sec.203) Authorizes an individual to designate that a spe<:ified portion (not less than $1) of any 
overpayment of tax for a taxable year which is: attributable to the earned income credit shall be 
depositeo by the'Secretary into the individual's IDA. 



The Savings for Working Families Act 


The Savings for Working Families Act offers iower~income working families an industry~led 
incentive~driven opportunity to save tOward developing assets and bettering their lives. Here is 
how it .."orks: 

• 	 The Act allows for the creation hy federolly insured banks and not~for~profit institutions, 
such as credit unions, ofIndividual Development Accounts (lDAs) for U,S, citizens or 
legal residents aged 1 g or over. Candidates for this IDA program will have a household 
income of not more than 80 percent of the area median income (AMI), and l!~ ufthe 
IDAs established in a particular community must be for qualified individuals *t or below 
50%ofAML, 

• 	 "'IDAs are dedicated savings' accounts. -When a'person deposits money into one, they 
receive dollar-for-<loHar matching funds towards the purcha.;;e of a first home, education,· 
job training, or business start*up (for the account holder. spouse or dependent). Any 
other use of this money.wiHJorfeit the use of the matching funds. Money in these 
accounts will accrue tax-free until withdrawal, and shall not be counted against federal 
means tested assistance programs (e.g., food stamps). ' 

,, 
• 	 The federal government will provide to all participating financial institutions up to $500 

in matching funds for each IDA, plus initial administrative costs, in the form of a tax 
credit. All other sources of matching funds are welcome as weB, including employers, 
charitable organizations, and the financial institutions themselves. t 

• 	 Before an individual can open up an IDA;he'or she must complete'M'cconomlc literacy 
cours~ that will be offered by participating banks and community organizations, The 
course will teach about saving, banking, investing, and iDAs, 

• 	 Two years from its establishment, the Act requires the Secretary of the Treasury to review 
the program for its cost~effectiveness and make recommendations as necessary to the 
Congress, 

IDA programs already exist in pockets throughout the country nOW, This legisiation,will build 
on these successes by encournging more of these programs to be established nationwide. It does 
not mandate that banks participate, but instead sets out to make it economically attractive for 
them to do so, As much as possible, this should be an industry~led effort Many banks, like 
Citigroup, Ban~ of America, and Nationshank have already started similar programs to benefit 
the communities they serve. In the process, they are increasing their long~term customer base, , 
improving their public image, and encouraging investment in the American economy, What's 
more, because this Act allows individuals to divert some of their Earned Income Tax Credit into 
their lDA, it will increase the pool of resources that banks can draw from. So this: is a winner for 
both banks and working families. 



, 
H.R. 4106, The Savings/or Working Families Act 0/2000 

, I 
\Vhat is the purpdse? This legislation aims help mOre Americans share in the nation'51 
unprecedented prosperity, by promoting savings and asset ovmership among low~incom~ families, 
To encourage and enable more working~poor families to save and invest in their own futures, this 
legislation would expand the use ofan innovative new financial instrument knows as the Individual 
Development Account, or IDA. 

The Savings for Working Families Act of2000 offers working families an opportunity to develop 
assets. better their lives. and join the economic mainstrea:n. Far too often, lower~income working 
families find that they are caught in a cycle whereby daily living expenses soak-up so m,uch 
disposable income, that they are unable to save and work toward o,.-ming a piece of America's 
economic success. The Savings for Working Families Act offers lower-income working families an 
industr}'-led incentive-driven opportunity to save toward developing assets and bettering their lives. 

What are lDAs? IDAs are special savings accounts that match deposits dollar-for-doIJar, but limit 
depositors to using the proceeds to invest in three specific kinds of assets: (1) buying a first home; (2) 
pursuing a post-secondary education or training; or (3) starting a small business. Individual and 
matching deposits are not co-mingled; all matching dollars are kept in a separate; parallel account. 
When the account holder has accumulated enough savings and matching funds to purchase the asset 
(typically over two to four years), and has completed an approved financial educatIon course 
provided by the qualified financial institution or non~profit organization, payments from the IDA 'hill 
be made directly to the asset provider. Both private sector and public funds could also be contributed 
to the accounts. 

now does the bill work? IDAs are currently operating through a select number of state and local 
pilot programs around the country. which not only provide monetary contributions but also financial 
guidance, teaching depositors the skins they need to make the most of their investments. To 
encourage more banks, credit unions and community groups to start their own IDA programs, the 
Savings for Working Families Act would provide them with a tax credit to offset much·ofthe cost of 
their matching contributions. Specifically, it would create two different credits: 

1. Financiallll ...titutio"s Tax Credit. Banks would receive a 90 percent federal credit,fof every 
dollar contributed to an IDA, up to $500 in each account and up to $100 million overalL So the 
maximum.tax credit would be $450 per account and 11 total of 590 million. , 

1. IDA Investment Ta.'(; Cretiit. To leverage private sector investments and broader community 
involvement In IDAs. any taxpayer that contributes to an IDA program would receive a 50 percent 
"Investment" credit fo: every dollar contributed, up to $500 per account and $5 million per I:1Xp<1yer. 

Who Can Participate? Under this bill, IDAs would be available to citizens or legal residents- of the 
U.S. at least 18 years ofcIder, and whose household income does not exceed 80% oft~e aren median 
income (AMI). But at least one-third of the IDAs in each program would have to be ta,tgeted to 
households at 50~-a or below of tne AM I. 

I , 



'What other rules apply? IndividuaLcontributions to an IDA are limited to $2,000 per year. All 
[DAs must be held at a qualified financial institution, which is any financial institution eligible to 
hold an IRA. All IDAs must be part of a qualified IDA program that meets performance standards set 
by the Secretary of the Treasury or an organization appointed by the Secretary. 

What is the tax treatment of IDAs? Individ~a! deposits come from after·tax dollars, and interest 
earned on those deposits are taxable, but all m3tching funds and earnings thereon would be tax~free. 

How do IDAs work with the EITC? Recipients of the Earned Income Tax Credit wouJd be 
pennitted to deposit their EITC refunds directly into their IDAs as matchable income, 

\ViIlIDAs affect eligibility for other programs? Individual deposits up to $10.000 and all 
matching funds would be disregarded in detennining eligibility for any federal program based on 
need, 

How wiltthcse programs be monitored? The Secretary of the Treaswy. or an organization 
designated by the Secretary, will be responsible for establishing an annual monitoring protocol, The 
bill authorizes a $5 million appropriation for monitoring and evaluation. 

\VhQ Supports the Bill? The bill has the backing of a broad range ofeconomic policy experts, 
national financial'groups, and,community.development organizations; including,the Corporation for 
Enterprise Development, the National Center for Neighborhood Enterprise! and the Credit Union 
National Association. The bipartisan Savings for Working Families Act introduced in the House has 
been cosponsored Reps. Joe Pitts (R-PA), Charlie Stenholm (D·TX), John Kasich (R-OH), Tony Hall 
(D-OH), Mark Souder (R·IN), Rosa DeLauro (R·CT), David Camp (R·MI), John Larsoq (R·CT), 
Carolyn Maloney (R·CT), John Tanner (D·TN) and Tom Barrett (R·W!). In the Senate, the 
legislation hasbcen cosponsored by Senators Joe Liebennan (D·CT), Rick Santorum (R·PA), 
Spencer Abraham (R.M!), Dianne Feinstein (D·CA), Mary Landrieu (D·LA), Rod Grams (R.IVIN), 
Charles Robb (ONA), and Evan Bayh (D-IN). 



, 
:" 

, 
' ...,.'....'.. .' 

, ,---~ . .:'" 

, ' 

r 

IOOTfi GO:-:ORESS H R 4106 2n SF:K~rnX 
'0 ,0 

To pro\'}(h: :or the cstablishrlltmt of Indhidunl Di:n",lopment A(;CQ~mts (ID:h) 
that wlU u.1I(m- indiddH<l~S t~r::d families with llrultcd meRUS un oppnrtllnit:" 
tu ac(;:\nh1lil~e a;;s .... ts, te Ole'.:c:;;; c-du{:,tti{)(I, Hi Ot\TJ. their ()\\1:\ hUlllC~ 

<Hut bUKinc1l:Scs, "uti ultim<ltdy til ,tChieVB c(;ol('m,;(' .<;0i:>:;;n:YiclC!!CY, !H>.: 
for othl.'r pnrpm';;s. 

r!" THE HOUSE OF' REPRESE);TATIVES 

l',l\R('~[ 28, 2000 

1ft. 	?,T~ :fo1" himself, ~,[r, STE:-'"HOUf, )k K..\SltH, ;'[r. :VJ.L of Ohio. i';(r. 
SClUDF.R, ~\[s DELAFRO. :'lr. C.UIP, :\fr. L.\RSO:-':, 1h"1;. :'f...v.OXEY of 2\ew 
Ynrlt, 1[1". T.,\..,,\'XF;R, l,llId l\!r. BARRETT of \Visconsin) introdw:ed tilt.: fol­
10\\"illl; hill; which wa;; n.:fcl'n:d to rhe Committtc:c' on \\"n,\"% and 0-[8nlls 

,,, 
I'
I' 
t 

r·,A BILL 	 , 
To 	provide for the establishment of Indi1.1ckal Deve]opment 

Aet:ounts (IDAs) that \\111 ilHO\'\f llldh"iduals und humlj,;s \, .'. 
, i 

with' liluited nH:i.lns an opportunity to accumulate HssBts, I 
to ac(;ess CciHtatioll; to own their OWl1 hOnl':s rInd bnsi~ l: , j:I!e~s~sl and ultimately to aehieYB ecollor:lie self'~sunl~ 	 , 
cit:llcy, and fOl" other purposes, 	 " >,, 

j; 

MI Be .jt ellocted by !he Senate and ,['{Ol1se of RepreSfJilta	 i 
2 ti,'e" of the Ullited States ojAlIler;w ill Congress assembled, 

3 SECTION L SHORT TITLE; TABLE OF CONTENTS. 

4 (it) SHORT TlTL;~.-rphis Ad niH.\" be cited as the 

5 I:Sm'-ilH.fS foL' \Vorking' PnmilieB Ad of 2000:!,, 	 ­
i 
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1 (0) 1'.\RL,: OF C'OXTEXT8.-The t"hle of contents of 

:"'_'I! I. Shi)rt titlu; til bli' uf !;u;tel1l'. 

2. [:>ill!!ing"i.~"~' 
Se(. :L P.lr;~i)~t:-.. 


Sl~I:. D"i"llIiri<l!lll . 


Tl'J'LE T-QUAI"lFIF.:D r:--:Df\1Dli.-\!. OE\"ELOl'.\(E:"T AL'l'Ol::'\T:-, FO!{ 
r.fl\r.{x(:mIE wmn:::F.}{~ 

St;'I~. 101. Srnlcmre nll<! arimlni:>tr.,ti(lI\ hf qUilht'it:d llldkilhwi ,1cn:\!,pllll':ll ,IC' 

l.'()j(ut !\11JJ.,;nll!\S, 

:S,;.;. ~O:Z, I'I~l,;t:(bn:l\ t;w oplmiu)! <in Ip:;h~,d\lI'~ Ut'\'~'!IJ!HOI';:lH .;\r'!;l>ntlt JHd 
(!lI<1Ht)T\;.; f;)r ll1dtt;\in!<' l\wd,.;, 


'S<:<.:. ! (rL COI:tribllti(H~~ ~0 !nn;vidnnl De\'cl0pm,;:1t .\C(!Ollll":' 


: SI't!. lU..L Dtpostts by qUHliflt;d !!K!widmll dC\·CLJpWl.'llt lFY~H\)lt i;r'lgn~ II~ 


,Scc. to5. \\-jln,l;-uwlll pj"ut(X:ure~_ 


:)e<:. lOG. C"rtit'ica:tm: und t"rmin!Jtl')\\ of rpUl!iticd indid<lunl d(\'~!"'PHt'~llt ",'., 
cmmt PriJgl·Hl1!l;. 

S'!<!, Wi. Rcp(;rtillj!, :llOllirorlllg, llmi (>ru!UiJt:'DIl. 

S...:C. lOS, Funds in !)<lmlltl aceomlls of pl'¥lIUi p'H·t:dptln~" dil>I"Cg"M(lc,j till" 
. pmp,)st.'S of cel"tllin )lll\W:"'H'stcd Fdh:t'u\ progrdn!S. 

TITI,E lI-QUALIFIED [XDfi.'lnt'AL DE\"Et.or~!£;':T A(:ClYlrST! 
PROGIL-\..\I I:'T£:)::\I:::::-:7 CREDiTS 

'Hl •::':':"l!. _,.J. 


See, 2\)::~. 


rl'!i~1'nm u,xcst:UClltS. 

Sc::, 20:1, DCSlb"llllti,)t: of eumcu if\l;!om~ t\L" credit pH,\'!)Cnt)i. for d..:p"Stt to .il~;;i. 

\;duul i)c\'u!<:>pmcnt Acc(nu.ts. ! 

3. SEC. 2. FINDINGS. 

4 Congress makes tht' following fmcl!lIgs: 
i

5 (1) Olle·thinl of all "I.mel'icatls h,we no H:-)::>ets, 
,, 

pen::~nt6 
I 

7 ha\'~ only negjigihh: 1.l:o:sets, ':,'l!e household !oii\\'II)g;-., 
, 

8 rute Df the United Stu.tes lags far behind othel" :;iI~ , 

9 dustl'iul IhltiollS, Pl'.:'St:litlng: H bal'rier to ,
natiOlmi 

10 economic growth and preventing many Arnel'lcHliS 

'. 

http:Acc(nu.ts
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I 
II0US:, (lbtaining '.lI1 arlequate education, (ll' Shl'tillg · I~ 

2 a husilless. 	
· 

'.
i" 

: 
I 

,0 

J 
,(2) B:{ building -m;sets, AmeriCillls ('<'\11 il1lpmn: 


4 

theil', economic independence and stabili(\-, stil1ln\(ltc 

5 th(~ development of humi:1t1 anci other l:1:1pit;-1],. (111(1' 	 . 
6 

work toward (\ vi~lble allel hopefnl flltllre for thelll­

cloesi not come solely from income, spending ilnd I 
I •9 	

l 

t
consumptIon, hnt also reqUires sl."'nrings, ilwestment,I 	 i 

10 ane! ~lccumuhltioll of assets. 
.'.. 

1 1 
,(:3) Trarlitionai puhlic assistance progrUlllS 

.: .: 

12 
l){lsecl on illc:ome nnel consumption haye 1'<.1 rel~- been 

, 0 

u ..
successful in promoting and supporting the tl'illlSi~ 

14 
tion: 

, 

to increased economic self~snfficiency. Income-' 

15 


based social policies that meet consumption needs 

16 


(iIlcl\1cling food,. c.hilrl·cnre, rent, clothing.. find health 

17 


car-e) should be complemented by aSBet-based polieies 

i 8 


that! call pro\ide the means to ,leitieye I01lg-terlll 

19 


independence and economic well-being. 

20 


(4) Im!i\"ic1\1al Deyclojlmcnt Accounts (IDAs) 
21 

(,;,1I1,Pl'Oyirle working .funericans with strong IIH:Cll-
I 

22 
tives to build assets, b<1f)ic financial l1li:lllngernent 

23 
training', ,mel ucces:-:; to sec.ure and relatively ille:'q)en­

24 sin: 'banking' service:::;., 

I 

oHR '1106-m 
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I (5) 'There is reason to bdieye that Indh1dua; 


2 


3 ti(;ipation ill eleelric filllcl tt'n\lsfets {EFT), i;eneratJ!

• c 

4 financial retUl'Hf:I, induding increased income) tax 

5 revenut;!, and decreased welfnre ti:tsh assistarH;e~ that 

6 will far exceed the (;ost or pub!ie: iHn~stmt;Ht. in the 

7 progn\ln. 

8 SEC. 3. PURPOSES. 
, 

9 The purposes of this Act are to pro\-ide for the estnb­
, 

10 lislnnent or individual development <~c\;oun:; prognHHs that 

II will ­

12 (1) p1';lVide ind\\iduat:, <mel fcll':.:iEes with !iElited 
i 

13 means an opportunity to uccm'.l'llhtte assets iH'.d tn 

14 enter the f::uu10ial mdnstream; 
I 

15 (2) prr)lHote education) hOmeO\\'118r'ship) nnd the 

16 development of smail businesses; 

17 (3) stabilize fumilies al1(~ build (;ommumties; 
[

18 Hnd 

19 {4) support continued United States etonnn\lc 

20 expansIOn. 

21 SEC. 4, DEFIN1TlONS. 

22 As used in this Act 

23 (1) ELIGIBLE I:-:DrI"IDL\!. ­

,r. 

i. 

f 

j 

.' . 

:. :. 

. " ". 



:.: 

o 

(i) has attained the age of IS years; 
2 

[ij) is (\ citizen or ;egt:1 resident of the 
3 l" nited S.t;H8S; m:d 


4 

(iii) is u memh;::' of H hou:sei:{)ld the 

j 
gross income or which dOeS not ex(;ced 80 

6 
percent of the area median iw.::ome (as 

7 
published by the Department of HouBing 

8 "!lei Urban Mfai,.,,), 

9 
(B) HOUSEHOLD,_The term "household" 

10 
means all indh-idnals \'-:ho share use of ~~ dwell­

11 
ing unit 'as prinuuy quarters for lhing and ent 

w 

12 
iilg separate from other' incli\icluals. 


13 
(2) I:-:DIYlDUAL DE\"ELOP~[E:-:T ACCOTlYT.-_ 


.,:14 
The term "IndiYlduul,Development Acconnt1) me'Ulf5. , 

1 

15 a regular interest bearing savings account escab­

16 lished for (ttl eligible illdividlW; ns part of a qULtlified 

17 individual development aeeOtUlt program, but only if 

18 the \vl'itten governing instrument erentmg the l:lC~ 
19 COUnt meel~ tlte following requirements, 

20 (A) The sole (:\Y1wr of the M:COlwt is the 

21 eligible inditidmtL 

22 (B) No contribut:on \Vi.ll be accepted nItless 

23 it is in cash, by check) Or by electronic fnnd 

24 trans fer. 

·HR:41QG lIT 
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,:C") "'11" 1'",1['1:,' t' , .. . I', _" ~ iJ tile <.lc:cUHa., ::-; d qUi! \ ­

2 fj • ..lcl t'iIlHl}{;lal itl::;titution or a quniiDt:rl nonprofit 

3 org-ill HZ;,! t lOlL 

4 {D) The ns~ets of the at::,;OUllt will lIot bf ! 
5 (;oltln'lagled \vith othel' property except ill (~ 

6 ;;olUmOn tru:)t fund or (;01l11l:l011 ~m·c;.;tHlcnt 

7 fund. 

8 (E) Exeept as pny\ided lH Se(',t,lOlJ l05(b), 

9 any anlOullt in the account may be pilld out 

10 ouly EO!' the purpose of pa:"!ug the qudit'iecl ex­

1 I pensE'S of the eHg'!b:e indivir:unL 

12 (:3) P,UtALLEL .\CCOUXT,-The tent) "jJ,u'tl~jel 

13 

14 pooled ac;cuunt t'U!" nil mi1tchillg' tunds i:1:td ean'.ing':j 

15 dedici:tt8d to an eligible illCh,iiclual as P,ll't of tl qWl!i­

16, ned indhidunl account progntnl) the suie Ow-uer ~f , 

17 \vhich is n qualified financiaj institutIon 1)1' 11 lluilH~ 

18 fied nonp!\}fit ol'gHniz~~tion . 

19 

20 (A) I:; (iE~ERAI,,-'rhe term ;;qH<llifit'(~ :fi­

21 nundal int-;tiution!! means ~U1Y persou <UttiJH'­

22 ized to be a trustee of un': 11ldividual n~tiremcut. 
 , 

23 (tCt;Ount,ufldel' s0C:tion 40S{a)(2) 

thl:::; paragraph shaH be cOltStn.H':cl as vreveut!!lg 

·HR "tOn Hi 
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I a person dc-scribed 121 subpnrHgTaph {A). ·from 

2 collaborating \yith 1 or wore qunlificd nunprofit 

3 orgnnizHtion.s to t:ZLrry out zU1 indi"idua:' devel­

4 opmeat account program es.tablished under set:­

5 tio!! 101. 

6 (5) QUAIAFIEO XOWllOFIT OIWAXIZA"l'luX.­

7 '["He, term :'qLU1!ifie(t nonprotlt 
, . II 

orgnHtZHtlOn 

8 means­

9 (1:~) any organization described ill se(;tIon 

10 501(0)(:3) of the Internal [\eycnue Code of 1986 

i I 

12 or ~uch Code; 

13 (B) any t:owrnu:ltty Je-reloptn(.'nt f.llimuiul 

14 institution HS eertif1ed by tIle Community De­

15 veiupment Fimmcial IUktitntlon Fund; or 

t6 (C) any credit union eertifiecl by the Na~ 

17 tional Credit Union Administratiun, 

1 S ,that meets standards for finaneial mnlll1gel1lBlit agd 
, 

19 fiduciary responsibility as defined by the Secretary 

20 or an orgnniz;\tioll designated by the Set'l'etary. 

22 CO:J~1' PROGRA.\L-The term "q,t<\Iifiec; individual 

23 de\·elopwent prognlmn means (l program e~tabli::3hed 

24 ,LHit:er sediotl 101 '.Lucier whieh­
t 

~HR -HOt> IH 
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! 

I 
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s 
, 

(A) 	 indii1rlual deve~oprr:.ellt <H:CO\Hlts (met, 
, 

2 pnrdlel HC(;Onnts nre held by ([ (g:aiifiud finall-:. 

3 cia! iu:stitatloll 01' a quntified nrnproYit org-rwi< 

4 zation; t:nd .: 
, 

S 

6 

(B) udditionzd u(;tivit10!) c:eterll:lned by the 

"."-.,v,' 

, , < 

... ,. 

, .: " 

7 

8 

9 

to 

11 

12 

13 

14 

15 , 

16 

17 

18. 

19 

20 

21 

24 

S8cretncy, D.S necessary til resp()n~ibly develGl~ 

and administer accounts) inCluding recrniting, 

providing fiunnci<:ll ech:cation nad other training 

to Hccount holders, und reguliu' pl'cgram ;l-:oni,:' 

to ring; are carried out"-by sl,ch institlltion or 

nonpmfit org-<::nization, 

(7) QUALIFIED EXPE'ISE DrSTRlllUTlO'I. ­

.. , 
pense disttibution" means any amount pilid or 

1 

dlst:'ib..1ted out of an Indiddmtl De'.-'elopment 

Account and a pan.lael ac(:o:.ult established t~)r 

an eligible indh-'idual if SUe!l i.HllOlmt­

(i) is used excJusi\'ely to pHy the .ql1i::li~ 

fled 8:\"Penses of such indi\idunl or S1),c:!J I!l­

cLividt'.nl's spOllse 01' dej)endent:S
1 

, 
(ii) is paid by t!ie qualified fi!umeial 

. 
institution or quaiified Hcmp:'ofit O;,g-,-lll:~H-, 

bon directly to U~e person to whom the 

...., 
~HR 4106 IH 
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2 

3 

5 

6 

7 

8 

9 

10-
11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

,24 
" 

vei'Jpn:wnt }\Ccoun::,: nnd 

(i::) ,is Ilaid atter tht: holde!' of the 1n­

pletvd u tlnanciui educatioH (:(;Ul'S8 us t'e­

quil'ed wIder s.;ection l02(b). 

(B) QUALlFJED llXPE:-:SE 

e)q)enses'J means <lay of t!:e foJmring: 

(I) Qualified Lig'her education eX.' 

penses. 

(II) Qaa!ified tlt'st-tinle !torne~ 
buyer costs, 

(IU) Qualified -buslness capit~\l-
izntion costs. 

(IV) Qualified rollo\'ers, 

(ii) QUAJ>IFJED !'JIGHER E:JUGATIO:-:r 

E:x:PENSES._ 

" '"1"11'[qunll Je( llg.:e:" ec~u,:;atior; e::.-penses" 

sedion 72(t)(7) of t:i€ Internal Re'v­

""ue Gode of 1986, cldelminecl by 

tn,.:r':.ing postseci)ll(bty yocationnl edu~ 

i 
L" .,",; 

, ~ 
, 	,, 
I,, 
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3 

4 

5 


6 


8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

-RR 41Q6 1M 

10 

insti tu liOllS, 

(11) POS1'SE(:() :-:D,\R Y 

'rIO~.\..L EDUC,\TIO:; SCHOOL.-TIll.' 

cntional schoo!)) llHJnnS an area V()(:,\­

tional education schoul (itS defined lil 

subparagraph (e) or (D) of section 

521(4) of· the Carl D. Perkj!!s V"cu· 

tional anel Applied Technology Edll~ 

e.ttiOll Act (20 U.S.C. _~! I9cl"1!·'»'\':t 

which is ill any State (ns defined in 

Seet:Oll 521(:38) of snch Act) 1 as Buell 

sections' (It'8 in effec: on the date of 

enactment of this Act. 

(III) \\'111": 

OtHER BE:.IEFlTS.-The <.tmount of 

qunHfied higher education expen;)es 

for al:'Y taxable y28.t' shali he reclu1.;vd 

as pf'ovid~cI in sectioii 25A(g)(2) ()~. 

such Code and by the amount of slleil 

expenses for which a credit or excli.1­

sien is allowed under c~tapter 1 of 

such Code for such taxable year. 

I 

f 
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IT 
.,! ~ 

, ~ 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

I I 

12 

13 

14 

IS 

16 

17 

i8 

19 

20 

21 

21 

23 

24 

I 1 


(iii) QU,I{,IPrED FfRi;T-TLIIE 1Ir(1[j';' 

llUYER cOSTS.-1'he term "qualified first-

time llmneh:.tyor (;o:;ts~' l1)f.!<l1l:i IjllHlified <tt­

quisition eo.sts (1\.<; ddbcd III sedll)ll 

T2(t)(S) of su;:;\) Codl; without l'egnnl t() 

n principnj !'esi{lenel; (within the I11Vi1lliT:g 

of section 121 of snell ('ode) tijl' a qualified 

fir$t~timc hOlnebuyer ((lS defined in section 

7'2(t)(S) of,;uch Code). 

rZA':'lnx COSTS._ 

(I) 1:--1 nE~p.R.\ c.-The tenl: 

costs" means quulifiiCd e;:{p:::ndital'f;:-;; 

for the c.npitnli7.Htion of (1 qunlified 

hHsinest) pur~Hant to a quulified huxi­

ness plan. 

(IT) QU.\l.IF[£D EXF'E;\"f) [ ­

capi~al, plant, equipmellt working' 

• .,
, 

. .' 

.' 



1 

1 

" .. 
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10 


11 


12 


13 


14 


15 


16 


17 


18 


19 


:w 
21 


22 


23 


24 
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(Ill) QUALIFIED Bt;SiKE;';8. ­

qn,\" business that dot's Hot (;ontnn'l:llC 

nny law. 

(IV) QU.\)'IF!ED BU8I:--:ESS 

PL.\.\;.-The term :"qHHlifietl business 

plan') means tt business p~an whieh 

meets ~u('h requi!'ements as the Sec­

retn!'y Ot· .'.ttl organization designated 

by ttu; Secretary m;\"lt specit}:. 

(v) QUMJPIED ROL!,OYE:tti.-rL'he 

sped to an.Y distl'ibution fr01U an Indi­

siclual Development Account: the paJllloent
1 

within .12.0 days of such distribution, of an 
or it pm'tion of such distribution to such 


neCollnt or tu another Indidrlual Develop~ i 


ment Aecount established in another qllaii~ 


ned tlHni1(;ial instib:tion or qunlifit!d :tOIi­

pro:'it orgallization fot' the beJ;et'it of the el­

igib18 inclivirlUi:d. Rules SilHll.:H' to tile- n:h;:5 


of section 408(d)(:3) d: StH;l~ Code (ot.he:': 


thU:l subparagrHph (C) :hel'eof) shall <lpp!,Y I 


for purposes of this dause. 


~Hn 410.. HI 

.. 


,r 

.. 
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(8) SEGREl';\RY.-The term ~:SecrehH:'·'· tlW(111S1 

2 the Sccretnr:v of the Treasury. 

3 TITLE I-INDIVIDUAL DEVELOP­
4 MENT ACCOIJNTS FOR LOW­
5 INCOME WORKERS 
6 SEC, 101. STRUCTURE fu'ill ADMINISTRATION OF QUAl,I· 

7 FlED 11-iDIV1DUAL DEVELOPMENT ACCOU:iT. ".,.,­

8 PROGRAMS. 


9 (a) ESTABLISH/dENT OF QUAUFlED hDf\1DUAL DE· 


10 VEI.OPME:-JT ACCOUNT PROG&L\IS.-A,,:' qualified finan· 
. , 

II cini in~titutiun or qualified nonprofit urganization mayes­

12 tnblish 1 or mure qualified indi,idual development account 

13 programs 'which meet the requirements of this Act. 

14 (b) BASIC .pROGRAlII STRUCTURE~-

15 

16 velopment account prognulls shall conSist of tile fol· 

17 100..ing 2 {!omponents;, 
t 8 (A) An l11cli"vic1ual De\,"e!opment Ac(;cunt r,o 

19 '\vl~.ich (In eligibl~ ilidiv-idua! may c:oatrihut8 

20 money in nccOl'dance \vith sectiO!l 103, 

21 {B) A pnrallel acconnt to which all mn~,ch~ 

22 ing funds shaH be neposited' in <lccord~1nce '.vith 

,section 104. 

24 .(2) TAILORED IDA PROG&\.JIS.-A qualified fi· 

25 OdHciai institution or qualified nonprofit org,ulIza-

I \ 
, I, , 
, "j
, I 
'1' 


;~ 

'~'
.. 
... " . ." -, ,", 

. . .. ' 

:,,' ; 

. ! 
'. 

.' { 

. " ~ 
' 
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1 tion nnw tailor, Its (HlHlified indiyidua! dc\"e~Opll;eEt, . I 

2 account pl'ognll1l to allow nult<:hing t'nncls to he 

3 spent 01\ 1 or more of the cnteIYuries of l.{ltal1fkd t'X~ 
. 0 

I 
4 penses. ! 

(e) r\CCOU:<T POrUL.\TIO:< D[STR13U'flO:< REQclRE­, 
6 'ME:-.:r .-An indi\iclual uuyelopment u<:t:uunt (Jrogrnm shail,,, , 
7 ' be treated <lS C[unEtled ullcler this Act only it not less than 

. I 
8' one tbjrd of the Indi\1dual Developn10ut A(:(~OtU1tS nnrter 

~",. 
9 such program aI'€' uwned by eligible individuals each .or 

whom is a mernbel' of a household the gross llH:ome of 

Ii' \vhi;Jl does' not exceed 50 {)ereent of the 'are(~' medir.n ~iH~ , : 
, 

l2 come (as published by the Department of Housillg and 

13 UrhnnAffnirs) . 

. ,'. ' 
'" '. 

,.J' 
14 

, -: 

described in subparagraph (E) of subsection (h)(l) is ~x· 

16 empt from t;;L"Cution tmdBr the Internal Reyenne Code' of 

17 1986 Huiess such acconnt has ceased to be ~Heh Hi; 'ii.C~ 
, 

18 connt by rt:'i.son of sectioH l05(c) Ot' the tenllinatioli of 
, 

19 the qunlified indiYiclual de\'elopment <.wconut progt;nm.' 1 
" ; 

ltndel' section 106(b). 

2:1 SEC. 102. PROCEDURES FOR OPEN1NG AN !l'<1JIVIDUAL :OE­

22 VELOPNIENT ACCOUNT A.'!D QUALlFYL'<G FOR 

... 
lYlATCHING FUNDS. 

(n) OPE~I;';G ;\.;.>'; ACCOli:-\T '-AA.c eligible imliviibal 

wnst open <\,11 rndivld\~nl De\'eiopll~enL Aeeul.wt with ,-t 

~HR 4106 IH 
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, 

qualified financial institution Or qualified nonprofit urga~ 

2 nization 'nnd contrihnte money in accordance \vith section 

3 10:3 to qnulity for matching funds in a pal'alle; accounL 

4 ,(b) R'EQU\XED C001?LETIO:; OF Fr::A.\'CIAL EDU­

5 GA'I'IO:.I COUXSE,­

6 (1) IN GENER,U,,-Befol'c becoming eHgible tu 

7 wichd:'n:w matching funds to pay for qualified ex­

8 penses, holders of Indi\~dt;nl Development Accounts 

9 must complete a financial education Course offered 

.:.:.:.:. [0 by u qunlified financial institutiou, a qualified nOIl­

1 1 profit, organiza.tion, or a government entity. 

12 

13 tJOURSE.-The Secretar-y or an organizatIOn des­

14 ignated by the Secretary~ in Gonsultation \,ith rep­

15 resentatives of qualified indhldual developrnent ac~ 

16 count prog!'ams and financial educators) shall estab­

17 li:;h minimurn perforlllunce standards fo{' financial 

IS education cou~'ses o;fered under paragn'tph ~1) and 

19 a p!'~t()col to esem;>t eligible i:lclividuals from the ;'~-

20 qt:i~'emcn~ I.mder pnt'agl'aph (1) because of hdrtlship 

21 Dr lack of need. 

22 SEC. 103, CONTRIBUTIONS TO l::-rolVlDUAL DEVELOPMEl';T 

23 ACCOUNTS. 

24 (a) TN GENERAL,-Except in the case of a qtcalified 

25 rollover, individual contributions to an Illdividulll De\'e[op­

i 

, ! 

'.,",- -' , 

" 

, 
• 

, 
, . 

.; , 
, . ~ 

:::. 
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1 mellt Account \\111 not be ac{;eptud for the taxable year 
.. 
2 in excess or the les:scr {)f­

3 (1) $2,000; Ill' 

4 (2) llli amount equai to the (;umpensation {as 

5 de find in section 219(f)( 1) of the Internal Revenn" 

6 Code of 1986) includible in the indidch:al's gross [n­
}

7 come ti)1' sHch taxable year, , 

3 (b) PROOF OF COlIPENS,\TION AND STATUti AS ,L'i 

9 ELIGIBLE INDlVIDUAl,,-Pederal \\'-2 fol'llls and other 

10 forms speci:ied by the Seel'etary pI'ming the elIgible iH{li- I 

12 the inclhidual as an eligible individual shall be Pl'cs2r:tcd 

13 at the time of the establishment of the Iucli'iidual Develop­

14 ment Account,tmcl at.least once annually thereafter. 

15 (c) TmE WHEN CONTRIBUTIONS DSElIED i'lLillE­

16 For purposes of this section, a taxpayer shall he deemed 

17 t{~ have made a contriblltion to an Indhiclual DBv'elopment 

18 Account on the last day of,tlie preceding l.nsable yea!' if 
."... : 

19 the contrihution is made on ncconnt ot" snell. taxuble :;tear \ 
20 and is made not later than the time p:::esc:ribecl by ht\v t'or, ! 
21 filing the Federal inCOl"l.l8 ta.,",= !'et"l:!:"ll fUl' o,;r.ch tnxi.lble yt',lr; 

22 (not including extensions thereof), 

;.., ' . , ' 

:; .,' ; 

,. : 

http:inCOl"l.l8
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I (eI) CROSS REFE({E)iCE.-
; 
• 

. 
..For designation of earned income tax credit pay­ .. 

ments for deposit to ·an Individual Developm~nt Ac­

count. see seetion 32{o) of the Internal Revenue 

Code of 1986 . 


•2 SEC. 104. DEPOSITS BY QUALIFIED INDlVlDUAL DEVELOP· 

3 MENT ACCOUNT PROGRAl'IS. 

4 (a) PAR.·\..Lt;EL Accou:--ns.-The qun.1itled fimm(;ial 

5 institution Or' qualific(~ nonprofi;-, org'anizatlon siwll deposit 

6 nil rnatching nUl(~S for each Individual Development Ac­

7 count into a parallel account at a qualified !\nHllcial insti· 

8 tution or qualified nonprofit organization, The parnUel ac~ 

9 count or accounts slwll earn not less than the marker rate 

to of ir:tc:"est 

II (b) REGFl~\'R DEPOSITS OF lVL,TCHI0'G FU0'DS.­

12 (1) IN GE:-'ERAL.-Subject to pnmgrnpl! (2). 

13 the quali!\ed financial institGtion 01' q"alified non­ . :. 

14 profit ol'gcUl'mr.ion shall deposit not less th"" qnol'­

15 tedy ir!to the parallel "<Jccount with re;..;pE:ct to each 

16 eligible indi\odllOI the following: ...;.:, 

17 (A) A dollar-for·dollar match for the first 

18 $500 conlrillllted by the eligible indi\idnal into 

19 an Indivi:hla: Development AC:COllnt wlth 1'e­

20 spect to Hny taxable year. 

, 
22 iOC'l!) 01' pdvnte Sources in (\ceordance to the 

23 mntehing ratio set by those sources. 

-!-lR 41M HI , 
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I 

For allowance of ttl" credit to qualified financial 
institutions for Individual Development Ac(:ount 
subsidi.es, including matching funds, see section :lOB 
of t:',~ !d!-,\i'r.nl Revenue Code of HiSS, 

2 (el POI{f'I':ITlfBE OF ~'llTcmo;G FI'o;DS.-;I;latclii"g 

3 fund, t1wt "re f" .. teited m](ler section 105(h) shall he Ilsed 

4 b.y the qualified fillnll<:itli Institution or qUklUrllJeI llo!lj}l'Ofir 

5 org"anizatinn to PHY lll::ltehes fo!' other Indi'iidual Den:lop. 

6 ment ,Accouut c.(jIl:rihutiOJ:s by eligible :lldi\·idunls. 

7 (eI) UNIFORM ACCOti>l1'l>lG REGn.dTlO:.Is.-Thc 

.. " .. '.,
8 Secretary 'shall prescrihe regulations with respect. to (H.:. 

.' ',' .' 
9 cohnting for mnteiling' funds from ali possible S!)Ul1:es in 

10 t.he pdfnll81 H,,'COUl!tS. 

II (el HEC,lfl,Al< REPORT!>:(; OF ACCOL>lT~.-A!l)' 

12 q1.lnEfiecl fitwm:ial institution '0:' qualified' nonprofit orgn~ :: 

13 nization shall report the balances in any Individual Den'l­
...

14 opment Account and pnraHei account of <111 elig-iblf:' indi­ . . 
15 'vldunl on not Jess tllHn (1 quarterly basis. 

16 SEC. 105. WITHDRAWAL PROCEDURES. 
",' . 

17 (a) W!T!IDIU\\'Ai$ ?OR QUAL!FIED EXPE>lSES.-T" 

18 withdraw money from nn eligihle indiYic:llafs Indi\ld!Hll 

19 Dcyelopment At'e.nunt to pay qunlified e:q}enses of ~u{'h 

20 individual or sHeh illdi\1dnurs SPOU$€' or dependents j the. 

21 'q\lalified~fi!H1neii:1l.in.';titution or qtu::ifiecl uonprofit OL"g:tl~ 

22 uization Shtll1 diredly transfer SUdl funds [font tile Indi- ; 

23 vidual Develupn!ent At-CDtUit, and! if npphcnble, fWlH tlH.' : 
,I 

.HH .. 106 lH 
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2 vicinal Development Ac;cOt<llt. ff th':l Y8Hc~Or lS nut :::qllip[1ed 

3 tu j"!;celi't: flllH.b e18c!t'l)uicHHy, the qualitled finailcial Insti~ 

L~ tatin!) (J!" quallficd nonprofit. Dl'g(!nizntiun mi.(\ lSi>llt.:; SlH..:lt 

fu!:(ls b:y paper ~h€ek to the vendor. 

6 

7 PENSI-:$.-..t'ul Illdividual De\"elopltlent .t\c(;onnt. holder l1:iay·, .'.. ' 

8 l1nihlternlly. withdl'HV.· funcL-j from the Il:dhicht1:d DevelDp~ 

9 ment Ac(;onnt for purposB.O:; other than to par qualified ex~' 

penses) but sh,,\\i forfeit the eorresp!)tl(]ing D.H.1tci1ing funds 

11 and interest earnec! on t:le matc;h:ng ft1uds by doing so, 
, . 

l3 oount within 1 year of withdrawal, 


14 (e) DEE;,fED WiTI-IDR.."BL8 FRml .ACCOI:;:;1'8 OF' 


NOXEUGiBLE I:;D[VID[]AL0,-If the indi,idual for whose 

16 benefit .,U!l. Individm,l.l Developr:lent ACCO").llt is established 

17 ceases to be i:ln eligible it1f:ividnal, SI1(;11 Hccount slHlll ce<.\Re 
, 

I' ,~ 

".., 
19 

ia such, account shall he deeni8d to hu"\:e oeCH "xithdnl,\Vi:\ 
I 

21 0:1 sneil first chty by sLlch ilHlh-'idn!.li for pL1:"pOS~:::; other 

22 ti'.an to pay qualified exvenses. 

24 HlllOHnt' wl.thclr1l.w:l from a p<;;"tllel a(;!;(Hlnt slli:lll Hot be 

il~durlH;le in an e:igible indi,:irhal'5; grm"s income. 

, 

. c , 

http:ilHlh-'idn!.li


5 

10 

15 

20 

25 

20 
1 SEC. lOS. CERTIFICATION ;,.",,'J) TERi\lIi'ATtON OF QUALI· 

2 FlED 1/','J)IVID1:A.L DEVELOP~IE:IT ACCOUi'T 

3 PROGRru\IS. 

4 (a) CERTIFIGcITIO): PROL'EDt'RES-lJP"J: estab­

Ilsl~ing a qualit'i~d i:ldi\1rlunl devel,opmellt ncemmt pr{)~ 

6 gnim under set:tion 1011 H tp..ul.lit1ed finnlH.:ial institution 

7 or qualified nonprofit orgnn:zatkm shaH certifY to the Sec· 
;~-"-, 

8 l'et'ury, or an orgauization desig'uated by the Seeretary, on 
, 

9 fohns preseribed by the Secretary 01' MH.::1 orgi;\.ui1.tltion 
, 

',::.:. ~" ancl aceompall,h!d by any do(;umentation required by the-
1 1 Secretary.or such-orgnnizi:ltioll, that­

12 (I) the accounts described Ul s'~:bpaI'agf'aphs 

13 (A) and (B) of section 101(b)(1) ace operating pHr~ 

14 Sll<lnt to nIl tl:e provisiom; of :his A(;t,: and 

{2) the qnalifi8d financial institution or quali· 

16 fied nonprofit organization tlgcees to implement an 

, ­
d informatioL\ system necess~H'Y to monitor the cost. 

18 anel out0omes of the qualit1ed indhidunl development 

19 necount program. 

(bl AUTHOIUTr To TERl,:):ATE QU.LIPISD' IDA! 
I 

21 PROGR..-\..M.-It' the Suefetary, or an organization d05-: 

22 ignated by tl:n Secretllry, determines thllt a qunlified fi-; 

23 nancrnl institution vI' qualified JlOl:profit {)l'gan~zntion:, 
! 

24 twdcr tills Act is Hot opef<lting il qU'-llit1t;d incE\'1lhw.l devel-: 

opment acc:::nmt p~'()gram in i.leeOrctanee i\lth the :'etluire-! 

26 ments of thi~ Act (awl lws not implemented anr (otTceti,"u 
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l'eeomn~t:tldatio!ls direeted hy Ihe SetretHI':; 01' suell {)!'ga~ " 
0, 

,-


4 it,\" to {:(mciw:.;t the program. If the Sel:retnr~', Or nil org(mi~ 

5 %ation desig'nated In' the St:;(;retatT. lS....' ", unable to Jdentifv.. 
6 a qualified finnneinl institution or qualified nonprofit org:n­

8 then allY acconnt established for the benefit of an:.' digibte 

9 indivicluHllunder suuh prognnn shnH cease to be fin Incli· 
, . 


10 minHI Development Account as of the Erst (h,,' of such 

11 termination and any balunce in suc:it account shall be 

12 de~jlHed to have: bf:1:!tl vrithdrawn on suc:h tirst dll;" by huch 
, 

13 llldividuil.l' for PU;'POS8S other thi:ln to pay qlU:lhfied ex~ 

14 penses, 

15 SEC, 107, REPOR11NG. MON'ITORli'lG. AND EVALUATION. 

16 (n) REBPONSIBILITIES OF QUALIFIED FI:-:,'-"CiAI. 1:-:­

l8 Tlo:--.'S.-Ea(dl qur.lifi8d tlmtncial institution 01' qUt'llified 

19 nonprotlt organization thl:lt e.stabtishes·n qualified inch­

20 \1clunl development account program undt:1' section 101 

21 shall l't'pot't annually to the Seel'etar.Yl directly Or throug"h 

23 days after the end of each (;i;tlendnr ye-nr' 011­

24 (1) the number of eligible indiyidunls mnkiHg: 

25 eoritrihntion!'1 into Imli\idl1al Development Accounts; 

, 
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(2) the amounts eontrihuted into Indi\1rI~wl De­

2 

3 tounts for mHtthing hmcis; 

4 (3) the HmOUllr~ ,,'thtlnm1\ from Indi,idunl De­

5 

6 purpose~ fnr whid! such mnountB ,rel'e \\ithdnm11; 

7 (4) the balat1Ce~ remaining' ill Indivic1l.wl De\'el~ 

8 opment Accounts and parallel accounts; and 

9 (5) such other' info,'mation needed to help the 

10 Secretar;:, fir an ol'ganization designated by the Sec­

1 1 l'etarY1 monitor the cost and outcornes of the qUi.lli~ 

12 fied ~ndh"iduuj devdopment nccot~nt prcgn'lll1. 

13 (h) RESPOXSlBIUT1ES OF THE SECRETARY OR DES­

14-W>!ATED·0RGASI"Xr10'·.­

15 , (1) MoxrrORI:-;G PRO';'OCO[',-\'ot here!' than i 

16 12 months "fter the date of enr-elmont of this Aet, 

17 

.", 18 Seeret;-)f'Yl shall develop and implement H protocol 
" 

19 and pl'ocess to (:ontinnall,v monitor the tost and nut- t 

20 Comes of the qualified indhiclnal clew:lopment 

21 count pt'ngrnms estahlisheclundel' s€uiQn 101, 

22 (2) lL"l~L-<\IJ REf'OR1'S.-In e:1ch yea:' after the! 

)'_J dute of enactment of this Act. the 8ecretur\', or ' Hal!. . 

24 (}cg(wi7..l.ltiotl clesig'~llted b,r tile :)eCl'N;U':". :;\\,111 ISfiUf-: 
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2 dividnal devclopmellt aC(:Otlllt prog:mllli). 

3 

4 IS uuthori%ed to be npP)'upl'llltul $5,00U.000 fIJ1' the 

5 puq)oses of monitol'ing qualified illcli\';(lLwl tle\"ulop~ 

6 ment account progrrHH::; established um:el' section 

u,;.: 7 

8 SEC, 108, FUNDS IN PARALLEL ACCOUNTS OF PROGRAM 

9 PARTICIPA..'1TS DISREGARDED FOR PUR· 

':!' ,.' : 
,....,­ 10 POSES OF CERTAI:-I MEA..'1S.TESn:D FEDERAL 

II PROGR.-\,MS, 

12 

13 t,.'llue Code of 1986 or the Sot:illl Security Ad tlldt reonil'es
" , 

14 l'(HlSic!t.H,tltiOIl of 1 Dr 111O\'L' filWllel<l1 (;irl'lllllstHJlC'es or an 

15 

16 n.!t:t:i;;e. or the amount of, aI'1\' a:';Slst<lllCe or bl?lH:fit <lnt1:01'·. , , 

t8 (if suc:h individuul, tlte lessel' of­

19 (J) the sum of ill! t:PlltrillutiotlS b\' all eHuiblc , ~ 

20 inrlh'idua! (including elll'oil!g;.o; lht'l't:on) til tilly IlIcH· 

21 \1dtm.l Developnlent Account and l1l<lteliing depo8:ts 

22 made 011 beha1f of ::;ueh indi\-l:lual (in(Juding enrn­

iugs thereon) in nn~' pal'allel 'Wl'Dum; or 

24 (2) $10,000, 

.... ,-, " 

.: .;"' 

;' .' 
,. ,,' . 

, " 

. 

:, '. . 

, , 
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shall be disregnrded fOl' such purpose \,,.;tlJ l'espc9t, to nl1,\' 

2 period during which the indJ\-iciuui p<lrtie;lpdtes in 11 ([uaJj· 

3 fief! indi\r{dnal developnu:nt account prog'l\ll1: esL.'llllis!iB\! 

4 Ilnch:~r sect~on l(H, 

5 TITLE II-QUALIFIED I.l'.'DI­
6 VIDUAl.. DEVELOPMENT AC­

.-., '", 	 7 COUNT PROGRAM Il\'VEST­
8 MENT CREDITS 
9 SEC. 201. QUALIFIED INDIVIDUAL DEVELOPMENT AC­

10 COUNT PROGRAM INVESTMENT CREOITS. 

II (a) I:-1 GS:-1;,RAh-8ubpart B of part· IV of sub­

12 (;h~lpter A of chapter .l of the Intenatl RC'I'enue Code of 

13 1986 (relating to other cl'edits) is emended by inserting I 
. '. 

14 after oeetioll 30A the following' 


15 "SEC. aoB. QUALIFIED INDIVIDUAL DEVELOPMENT AC­

16 	 CQUNT PROCRAl;1 I:-NESTMEi'iT CREDIT. 

--':; 	 17 "(a) DSTEK'!I:-1A-rrO:-l OF lDrOUXT.-There shal' be 

", " 	

18 allowed as a credit nga::lst the uppEui;lble ti.lX [Ol' the tux~ 

19 able yt',\r an at!lOl"ut eqlti:ll to the qualified j:lCE\'~dllal de­

20 velopment account progntm im<estment pL'ovided by an eli~ 

21 g'ihle taxpayer during the t<.L'\ahle yet\r nmler a qualified 

22 indiyi.dual devejopment account program established unrler 

0,
-" st'etion 101 of the Sa:v'ings for \Vol'king F(JrniLe~ ~\ct, 

,· ., 
\ 

,
• 

,• 
I 

1, 
-" " 

·HR ·H06 IH 



2~ 

I "(h) ApPUCABLE TA.\:.-For the ]lnrJl0SC~ of this 

2 sedioll! the teem ;,lpplicable ta;e means the excess (if {tHY) 

3 of­

4 "(1) the sum of­

<
0 "(Al the tax imposed undel' this chapter 

6 (other tllHn the tl:lxes irnpo;:;cd undt:r the pt'()vi­

7 ~ions described ill SUbptlf"agnlphs (C) through 

8 (Q) of section 26(b)(1)). pin~ 

9 ;;(B) the tiL'.::: imposed lUider section 3111, 

-' ,,',­ 10 over 

11 "(2) the credits'allowable uncler snbpurtsB nml 

12 D of thii; part. 

13 "(e) QUALlFIl;:D INDlYIDUAL Dl;:YELOP~!l;:NT AC­

14 COUNT 'PRO()R,\,\[ IXVESn!E"T.-For purposes of. this 

15 section,. the term ;quaiified individual development account 

16 program investment' means, ..'lith ;'espect to H qnaEfit:d in­

17 c1i\"iclual development account program of HI: eligihle tnx­

18 payer in ally tnxable ,venr1 an amount equal to­

19 '((1) iu the eaRC of an eligibte t;HX!it1yer w~lieh lR-. ' 

20 a tllmlifed financial instit"t,b:m, the sum or­
21 'tA) Uw lesser of-·· 

22 "( i) 90 percent of the (1:O'OTco'ate00 b 

?'--' <U110lUlt of dollar-for-dollnr mntches under 

24 SHch program by such taApnyer tIndel' sec­

. ,. 
., 

.. 

... 
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"(ill $90.000,000. pius 

,
;'(i) ;)0 per(:(:lit uf tlu: ng}!l''t:gHte cnsts: 

paid Dr ilH.'HITt'tl llH(;l'l' sw:h pmgrnm h/ 
i 


) .tilL' l.. lj~ii;!t' t<lXPt\)lT (hn':ng- stH:1t ti\Silb!\~' 

i'(f) to 'pl'u\icle finnlll'i,ll I'dll~ 
, 

. :,'.,- ,­(:<.UWJj (;Otit'~cs to Indi\iclmll D\~'.·elop~ 
;. 
.-' ..,.., 

ll!ellt Ael;l)Unt holcle:'s Hnder S'.'NiIJl! 

"~lUll! Ae:t) .. Or 

"oi) $5,000,000, and 

: 

by SUe!l ta)..--payer for S'.1(:11 taxnhlc ,\'t'i-l.:': 


pilts I 


"(ii) :;0 pen:ent of the aggreg<lte l:o:·:t:; 




1 

2 
, 
j "(8) $5,000,000. 

4 


5 


6 if at ietist 70 pen:ent of the ex:pendjt~Jre3 by such ta:.:-:.pa,':er 

7 v,ith respeet tu ~my qualified lIlcli\1ch.ial dereloptll8nt aC:·
,'.'", 

8 (jount program for any (;;lx-uble year are descri!J8Ct iu s'J.b~ 

9 sectiun (o)(l)(A). 

;'" :. 10 "(e) OnJEH DE?I:-IITlOXS A.YD SPECLi.L R1JLE:;. ­-
1i "(I) . OTHER DEFr~ITI02\S,-Por p:.trpOS8S of 

12 this section 1 the terms IIndividual Deyekpluent .t\;,;­

13 {:;(Junf I (qui.llified individual de\"elopu~em: .!:L(;COunt. 

14 prognl.m'! and ~qunlified~ finaTIejnLinstittu:ion) have 

l5 the meanings given such terms by secti0u 4- of the 

16 Savings for 'VoI'kil~g;.; Pa:nili8s AcL 

17 

18 Rl.lle.s similar, to the ~'ule8 of paragTaphs (1) <lUll (2) 

[9 of 'sce:ion 41( f) shall Hpply for pUt'pO~e:S of this see~ 
,

20 tion. 


" , "(f) I\E(+ULAT';O~8.,-Tht! Secrehtry t1~ar ;}l'eStT:~be
'" 
~0
i.. SHell reg~tii;ltioHS ~lS n:rty be neceSStl-!'J' Of' I.\lJpropfltlt8 to 

)" CHrJ'Y :Jut this seetlort, iEduding reg1datious pl'O"ddiHg tor_J 

... 

., 
. 


. , 
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1 the Savings fof' \Vorking:;., Families ",-let iii it sub~eque:lt j 

3 in determining the arnount of SUdl cl'edit. 

4 

5 anY tiLznb:e yem' begl11nir:g nfte!' Decemher :3.1, 2005. !). 

6 (b) TH.AX8:FER 'TO TruJ8T FnXDS.-Tlu: Secret,:!'\( :)f I
' , , 

'.'.... 7 the 1'Pl'casuf'Y shaH tmnsfer from the general fund of tht~ ;' 

8 United States Tren:mry to the ~edernl 'Old-Age ami Sur- : ,.. , 
9 \"iyors Insurance 1' rust Pund, the Federal DiStlbilit.y In-: 

10 StlrauCe Tn1st Fm:d, amI the Federal Hospit.al Insnf'1.mce: 

II 'PrUSt Fund amounts "equivalent to tile HllwHnt of th.e re-I 

12 ctu(;tion itt tl:.L;;:es imposed hy section 3111 of the Internal; 

13 Revenue Code of 198£ by ,.eason of the credit determined 

14 under section 3UB (reluting to the qlH1~ified indh'idnn! de~ 
, 

15 'l:'eloplllent accm:.nt progTaru 1Ilvestment credit). lu:.y such' , 

16 transfer shall be made at the same time that the redueec\ 

17 tl::.LXCS would ha'.'e been deposited in such Trust F'unds. 

18 (0) CO!'PORMJ:;G &\IE:;D)IE:-;T,-'fhe table uf sec­

19 tions fot' SUbp,lxt B of part IV of :;llhclwpter A of ch(Jp;:e~' 

20 .1 of th0 hlt8rnal Revenue CO(b.~ of 19Sb is fllllended by, 
21 inserting {i.fter the item relating to section :30.:\ the fol· 

22 IO\'vi.n.g: ,,"B<.:,;, ::!Ol3. QllaEth:d indhi,lI;;I\ 1!c\"dojlIlWI\( ,\L;lOHllt jlt'lIpnm l! 
, 

I";;it 1\10..' It: 

ct~dit. " 

·HR 4106 1M 
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(el} Ef'FEC:'I'fFE D.\'l'E,-The nrnendments nmde by 

2 this selilioll shall apply to taxahle rears beginning after 


3 Decemher ;31, 2000. 


4 SEC. 202. CRA CREDIT TREAT:.IENT FOR QUALIFIED INDI· 


5 VIDUAL DEVELOPMENT ACCOUNT PROGRAM 


6 INV'ESTME:!TS. 


','.',., 7 Qualified financial in::}titutlons whidl t;stn\)lisll qunli­, 

9 tion ,101 :'lhail not reeeive credit for f\lnc:ingl ndministn,~ 

10 tirm: and education expenses undel" any tef1t contained in 
, . ." 

II l'e~ytllutions for the Community Reinvestment Act of' Uf77 

12 fot' those activities noel expenses rehltecl to such pt'ObY"rams 

13 and takt::n into uc(;ount for purposes of the tnx credit ai­

14 lowed under-section :30B of the Internal Rew~nu€ Code of 

15 1986. 

16 SEC. 203. DESIGNATION OF EARNED INCOME TA-X. CREDIT 

17 PAYMENTS FOR DEPOSIT TO INDlVIDUAL DE· 

18 VELOPMENT ACCOUNTS. 

19 (n) b; GE:iERAh-Settioll :32 of the Interim: H",,· 

20 ennC' G;ode of 198fj (relating to e~ll'J:ed i!lCOfUe c.I'edit) is 

21 amended b,v adciing n t the eml the fnllowing: 

22 "(0) DES[Go;AT!O:i OF CR.EDrT FOR DEPOSrT TO 10;· 

23 D[VlDU.V, DSn;[DP;[El\"f ACCOUXT.­

24 "(1) Ix (;E:-:ERAL.-With respect to the retum 

25 of an,\" eligihle lEdividual (as defilled Hi ;;)t!(;tinn 4(1) 

.Hlt "lO6 lH 

! 

,l , 
;:> 

! , - . 

I,. , . 

. . . 

. '" ' 

i 
1 
t 



2 

5 

() 

7 

8 

9 

;dlmv:;rl 1llldel' t:his sl-;'ctio[\ shall be cleposih;rl by till' 

SeCl'eL~'ry into un Individual Deye\opment ACCOllut 

(n~ det'ined in section 4(2) of such Ac:t) of :melt imli­

\"irlllHL The Secretary ghnl1 so deposit such portion 

10 designated l..lllder this paragraph. 

. "" 1 1 


12 clesig·natiolt under 1)(tl'ngl'Hph (1) 
I1HI,\" hi: made with 

I I i 
I , i 
I .. ; 

,~ , 
' .. 

.. 


, 


:' .' 
:..,. , . 

',' . 

, .' , 

14 "(A) at the time,of filing .the return of the 

15 tux ;mposed by this. chupter fut' sHch ta:wb18 

16 year, 01' 

17 "(B) ;It an:v othel· time (after the time of 

': 	
18 filing the return of the tax impo~en hy this 

19 chnptel' for such taxable year) spet~tt'iC'd III l'I;:g1t~ 

20 

21 Sndl designation slwll be made in :-;Ut:\l nl<HlIlL'I' as 

22 

23 "(:J) PORTIO:; ATTFUBUT.\RLE TO F;,\.R;>;ED r;>;· 

24 C!O)'IE TAX CRGD!'l'.-For p1lrp(lSPS of p~lnlg:nt[lh {1),. 

lltt oyet'IW~'111ellt for l;lll,V taxahle year sll;!\! he tn:ntcd 



3 

.\:-;: 

5 F{!XDEJ),-F'ol' purposes or thl:-i tith:. nn~: portion of 

7 

9 HInt of ta.>: imposi'd by ihis dwptl't' (determined 

10 :.dtlumt regard to extL'nHii)lisj or, if later, the date 

! i :dtl' !\!tUl'li is filed. 

.
13 

, 
i4 "1 900'"'J ,_ .),. 
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THE WHITE HOUSE: 
,WASHINGTON 

",.;~; ·;,~,;...'::;~S8 
June 14, 1998 . "',. '1 ­

MEMORANDUM FOR THE PRESIDENT 

FROM: .GENE SPERLING 

BRUCE REED 


SUBJECT: Individual Development Accounts 

• 
On Wcdllcsday. the Senate Labor subcommittee will mark.up the Human Services 


. reauthorization bilL Besides Head Start and UUEAP reauthorization. the Committee is planning to 

include a demonstration of Individual Development Accounts. Given your record, we:bclieve that 

you should get out in front on this issue and we'should either endorse the proposal (with some, 
modifications) or propose our 0""'11 IDA demonstration. ' 

I 

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 homeownershiR opportunity. increase access to post~secoJldary 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 usc for a home, their education, their training or starting a small 
business." To th,at end, your 1994 Welfare Rcfonn proposal incJuded an IDA proposal and the 1996 
Welfare Refonn law allowed States to use \';'elfare funds to establish (DAs. 

However. the Federal govemmenl has yet to provide direct funding to create JDAs, This 
memo lays Ollt three potential options for the Administration: (i) endorse the Coats.Harkin IDA 
demonstration bill; (2) put forward our own Coats-Harkin-like IDA proposal ~ith a higher price tag; 
or (3) propose a narrower IDA demonstration for just homeownership. 

Coats-Harkin IDA Demunstration Hill: 

Senator Coats and Senator Harkin llrc the lead sponsors of a biU which would establish a four­
year, $100 million IDA demonstration under whicb State and local agencies andior non~profits would 
be funded to operate IDA programs. The demonstration would be open to households :Utat are either 
eligible for welfare (TANF) or have an income level below the EITC phase-out poinl ~nd a net worth 
below $10,000. for each dollar deposited illto the IDA by a low~income family, the administering 
agency would provide a match ofnot tess than I: I and not morc than 8:1. Individuals :c~uld make 
qualified withdrawals from the IDA for only Illree purposes: (I) purchase of. first home, (2) post­
secondary educational expenses, or (3) starting a new business. The Coats-Harkin bill'gives a 
preference to entities that are able to aUracl pledges ofsubstantial non~Federal, especially IlrlVllte 
sector, funding to serve as a match for the Federal dollars. And to detcnnine whether this, 
demonstration works. the bill requires th'lt tbere be a rigorous evaluation of the program. 

I 




You should know that the Coa(s~Harkm bill has the support of a bipartisan grQup of 
Senators, including Abraham, Lugar, Collins. Moseley-Braun and We1lstone. On the House side. 
the Icad sponsors orthe companion bill arc Tony Hall and Kasich. While there arc no rca.1 
substantive problcms with the bHl, there need to be SOmc clarifications and technical torrecii-:ms, 

Optiolls: 

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 
hanks and thrifts can receive Community Reinvestmenl Act credit for IDA programs;' and sccolld. a 
letter would he sent from Ht)D clarifying that HOME and eDBG funds can be used to establish lDA 
programs. In<ttddition, because of the need for an offset Lo pay for any of the following options, we 
arc investigating whether we could place the lDA program within the Treasury Department instead of 
at HHS (as the Coats-Harkin bH1 does) and direct the Community Development Final,leisl Institutions 
(CDFI) fund to set-aside funds from its existing budget request for FY99 to pay fol' its operations, 

I 

QUlion 	I; Endorse CoalS"Harkin bill 

Pros: 

• 	 Could help approximateIy 50.000 lower~income Americans build assets. which is un 
important means to get out of the cycle ofdependency, I 

I 
• 	 While the national homeownership rate is nearly G6 percent, the rate among lowcr~illcomc 

and disadvantaged Americans i,s below 50 percent IDAs would help expand I 
homeownership opportunities to this group of people, IDA:. would also help increase access 
10 college and help low~income families start their own businesses. I 

"; 
• 	 Provides another tool to move people from welfare to wane 

, 	 , 
• 	 Enactment ofFederal IDA legislation would complete the community ~mpow~rment agenda 

you laid aut in your 1992 campaign. 

, 
• 	 Would dovetaiJ 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, 1 

, 	 I 

• Of all the options being considered, mostlikcly to be enacted this year. 
,, 

Cons: 

• 	 The Coats-Harkin bill COniCS with a price tag 0[$25 million per year. One option to pay for 
our endorsemCtlt CQuid be to place its operation within the CDFI Fund and dirk. the Fund to 
sct~asid~ $25 million within its FY99 budget request. 

I " 

2 



• 	 Some believe that Republicans would expand IDA bill to include K-i2 privat~ school 
education, reopening the same issues raised by Covcrdcll amendment, but in a' less favorable 
context (lDAs 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. 

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

I• 	 ,
• 	 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 'proposlll). , 
I, 
i 

Qntion 2: Put Forward Our Own IDA DemonstratiQn with a Higher Price Tag I 
I 
I 

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 1·larkin. 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. 

COilS: 

, 
• 	 Same as option 1. but the price tag for this· option would be higher and would require a 

~cro~ 	 I 
• 	 Could upset Harkin and Coats that we are proposing a similar IDA demonstrat~on without 

endorsing their proposal. 

Option 3: PropOse More Narrow IDA Demonstration for Only Homeowoership 

Another alternative would be to propose a narrow IDA demonstration which would be 
focused solely 00 homcowoership -- the only qualified withdrawal would be for the purchase ora 
first home. I 

I 
3 

I 

I 
... 



Pros: 

• 	 Focuses message on homeowllcrship and focus att~ntjon 011 the importance of saving for 
homcowncrship, 

• 	 Allays concems of education community that [DAs would be used as vehicle (or Covcrdcll, 

• 	 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. givC11 your strong record on expanding access to college. We would 
get the same criticism for not allowing withdrawals for starring a new small business. , 

Recontf1umdatiolls: 

NEe, DPC, OMB, Whi'e House Legislative Affairs, OVP, Treasury, HUD, CEA, SBA, and 
HBS recommend that you support the Coats-Harkin bill with some modifications, TIlere is 
unanimous agreement that endorsing Coa(s-Harkin would be consistent with your goals ofhctping 
move people from welfare to work, provide educational opportunities, help: people buy their Own 

home~, and help people start their own businesses. (f you decide to endorse Coats-Harkin, we will 
\vork with their staffs to ensure that the bill is modified to address the specific concerns of your 
advisors; for example, we want the bm to include a stronger evaluation comJWncnt so that we have 
rigorous evidence on Whether this initiative works or not. : 

I 

Education is concemcd that endorsing an IDA demonstration now may provide the 
Republicans no opportunity to open up the accounts to K-12 private school education. 'You should 
know that Senator Harkin has indicated that he will llilt support the IDA demonstration if the 
Republicans try to attach a CoverdeU~Hke amendment Your advisors beIieveJhal we should work 
with Senator Harkin to obtain a similar pledge from Senator Coats before we endorse the hill. In the 
end. we believe that Senator Coats wiH provide us this guarantee because he is retiring: and wants to 

~:lSS the lOA bill. 

~ Endorse Coals-Harkin Bill (RECOMMENTIED) 

,
Ptil Forward Your Own, Bigger IDA Demonstration Proposal 

, 

I 
Prof)OSC Narrow lDA Demonstration ~rogram Targeled To Homoownctship 

, 
, 

Dh:cuss Further 

,4 I 

I 
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TO: .Carolyn 0 f Brien 
.-Small Business Association 

From: Lyn Hogan 
Date: November 12; 1996 
Ra: 'Mic~ibenterprise. and , 

Individual Development Accounts I 
------------------------_. 
Carolyn, I enjoyed meeting you finally in person -at Joline 
Godfrey's event. Attached I for your information, is a discussion 
of microenterprise as treated in the new welfare law. including 
the relevant pages of the law. Microenterprise is disoussed as 
bUSiness capitalization under Individual Development Accounts 
(IDlIS).The discussion falls under section 404 of P.L. 104+193, ; 
uThe Personal Responsibility and Work Opportunity Reconciliation , 
Act of 1996." !. 

This seotion of the law discusses the use of grants; referring to 
the block grants for temporary assistance for needy families. The 
language allows the use of block grant funds for IDAg established 
by individuals eligible for assistance under the state program. 

Under the law, IDAs may be established by; or on behalf of. an 
individual to help that individual accumulate funds for a 
qualified purpose. The law allows accumulated IDA funds to be 
used for one or more of the following: 

1) Post-secondary education eKpenses 

2) First Home Purchase 

3) Business capitalization (microenterprise) 


Business capitalization: Amounts paid from an IDA directly 
to a business capitalization account established in a 
federally insured financial institution and restrict~d to 
use solely for business capitalization. 

~his,means that those on,welfare are now able to save money to 
start up their own small business without the savings going 
against ~heir welfare benefits. Further. those funds can 'be 
matched by a qualifLed entity -~ a nonprofit organization or 
state or local government acting in cooperation with a no~pro.fi t 
-- for a qualified purpose, again without counting against 
welfare benefits. 

This section of the welfare law is important in that it gives 
states the encouragement and opportunity'to help welfare' 
recipients use lDAS to fund microenterprise or start-up 
businesses as a method of moving recipients from welfare to work. 

ap discuss this with you at any time .1 'd :z:: .- r'-(-r I 
cc: ruce Reed· -J-­ IJeremy Ben-Ami 
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PUBLIC LAW 104-193-AUG. 22,1996110 STAT. 2124 

"(A) $TATR,-The term 'State' means caeh of the 50 
States of the United States and tht! District of O::.lumbia. 

"(B) SECRETARY.-The term 'Se<:rctnry' means the Sec~ 
rotary of the Treru;:ury. 
"{8) M'NUAl.. REPOR1'S.-The Secretary shall annually report 

to the Congress on the status of the l-\mrl. 

"'SEC. 404. USE OF GRIo.N'TS, 

"(a) GENERAL nT.Jt.ES,-.Subjcct to this purt, n State to Which 
a grant is made under section 408 may use the grant­

"(I) in any manner that is reasonably calculated to Bcrotn­
plish the purpose of this part, including to provide low income 
households with assistance in mooting home heating and cool­
ing costs; or 

"(2) in any manner that the State was authorized to Use 
amounts received under part A or F. 00 1Jueh partS wen) in, 
effect on September 30, 1995, . 
"'(b) LIMrrATION ON USE OF GRA."lT FOR ADMlNISTRATl'V'B 

PtmPosES.- ; 
"'(1) LIMrrATtON.-A State to which a grant is made under 

section 403 aluill not e.xpend more than 15 percent of the 
grnnt for administrative purposes. . 

"(2) ExCEPTlON.-P"-"'l!Taph (1) ,hall not apply to the use 
of 8 grant for inIorm:a~on technology and computerization 
needed for traddng or monitoring required by or under this 

~~AU'I'HORlTY TO TREAT lNTERSTATE IMMIGRAf,,'TS UNDER 
RuLEs OF FoRMER STA'l1-A State operating a program funded 
under thi6: part may apply to a family tho rules (inclu~ benefit 
nmwnte) 01 th~ progtaIn funded under thiij pm of another State 
if the family hat!. moved to the State from the other State and 
has resided in the State for less than 12 months, . 

"(d) AUTHORrrY To USE PORTION OF GMN'l' FOR 0mER PuR· 
POSES.- • 

"Xl) IN GENERAL.-A State may usc not mQl"C. tb:nn ao 
pertent of the amount of any grant made to the State under 
.BectiOD 403(a) for a fiscal year to carry out a State' program 
pursunnt to any or aU of the following provisions ofls.w: 

"(A) Title XX of this Act. 
"(B) The Child Care and n.:velopment Block Grant 

Act of 1990. 
"(2) LIMITATION ON AMOUNT 'l'RANSFERABLE TO ITITLE :xx 

PROGRA."Is.-Notwithstanding paragraph (1), not more than lh 
of the total amount paid to a State under thin part for a 
fiscal year that is used to ~ out State programa 'pursuant 
to provi&ions of law specified m paragraph (1) may be used 
to carry out State progra.ms pursuant to title xx. 

"(3) APPLICABLE RULES.­
"(A) IN GENERAL.-Except as provided in subparagraph 

(B) of this paragraph. any amount paid to a State under 
this part that is use<! to carry out a State program pursuant 
to a provision of law speeified in parsgraph (1) shnll not 
be. subject to the requirements of true part, but shall be 
subject to the requirements that apply to Federal funds 
provided directly under the provision of law to carry out 
the program, and the expenditure of any amount so used 
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~ 'State' means each {J[ the 150 
Ires and the District of Columbia. 
lC term 'Secretary' means the St» 

:he Secretary shall annuaUy report
of the Fund. 

ct to this part, a State to which 
may use the grant-
is n:m.sonabIy <:alculated to accom­
:. including to provide low income 
I meeting home heating and cool-

the State W8.8 authorized to USe 
; A or F. as such pa.rte were in, 

'F GRA.'{'f FOR ADMINIST1!ATIVE 

, to which a grant is made under 
1 more thrui 15 percent of the 
ses. , 
ph (1) shall not apply to the we 
technology and computerization 
firing required by or under this 

m'ERS'rATE LMMIGitANTS UNDER 
,to operating a program funded 
niJy the rules (includirlg benefit 
tnder this part of another State 
ltate from the other State and 
1 12 months. 
'ON OF GRANT FOR OTHER PU'R. 

e may use !lot more thrm 30 

grunt mude to the State under 

, to carry out a State program 

lWing proviBions of law: 
. ,, 
and Development Block Grant 

iT TRANSFERABLE TO TlnJ\; XX 
aragraph (1), not more than lh', 
l State under this -part for" a 
1 out Sta~rogra.ms pursuant 
n pamgra (l) may be used 
uant to title xx. 
pt u provided in subparagraph 
amount paid to a State under, 
1 out a State pro.8l'run pursuant
led in paragraph (l) shall not 
lIlts of this part, but shall be 
, that apply to Federal funds 
provifiion of law to carry out 
diture of any amount so used 
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shall not be consid(JNld to be an 'expenditure under ~8 
art ' 

P ~) ExCEPTiON RELATING TO TITI...E' XX PROORAM$.­
All amounts pa.id to a State Wlder this part ~at ate 
used to ctitt1 out Stete programs pursua.nt to title XX 
shall be used only for programs and services to ehil~.en 
or their families whose income i8 less than 200 percent 
of the income official poverty line (as defined by the Office 
of Management M~ Budget, and re~ annually in. 
accordance v,ith section 673(2) of the Omrubue Budget .Reo­
onciliation Act of 1981) applicable to a family of the size 
involved. . 

"(e) AtlTHORlTY 1'0 REsERVE CERTAIN AMOUNTS FOR AssIST­
ANCE --A State may reserve tUll.Ounts paid to the State under this 
art for any fiscal year for the purpose of providing, without fiacal

~00l' limitation, assistance under the State prog:taIn fund$d under 
thls~ . 

PosTsECONDARY lOCPENSEB.­
Postsecondary educational expenooa paid from. an 
individual development account directly to an eligible 
educational institution. ' > 

"(ii.) FIRST HOME PURCHASE.-Qualified acquisition 
costa with reapect to n QUalified principal residence 
far a qualified first-time homebuyer, if paid from an 
individual development account directly to the persons 
to whom the amounts are due. 

http:ehil~.en
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 PUBLIC LAW I04-193-AUG. 22, 1996 

"(iii) 

FROM £ARNEO INCOME,_ 
An to an individual develop­

derived from earned 
of tile Internal Reve-

OF 

\ 
organization dooeribed in see· 

tinD Internal Revenue Code of 1986 
nnd taxation under section 501(a) of such 
Code' or 
. ~ii) a State or loea! government agency acting 
in cooperation with ,fW organization described in 
clause (j), " _ 

. "'(4) No REDUCTION IN BENEFITS,-Notwithstanding any 
other provision of Ftderallew (other than the Internal Revenue 
Code of 1986) that requires consideration of 1 or ma.re fmancinl 
circumstnncca of an individual, for the purpose of detennining 
eligibility to receive, {)t the amount of, any assistance or benefit 
authorized by 6uch law to be provided to or for the :benefit 
of such individual. funds (including interest aeeruing) in an 
individual development account under this -subsection shnll be 
~arded for auro purpose with respect to any period during
which 4Uth individual maintains or makes contributions into 
euch an account, 

"(5) DmNmONs.-As U$ed in this 8ubseetloo­
"(A) BUGIBLE EDUCATIONAl,.. INSTITUTION.-Thc term 

'eligible educational institution' means the foUowing:: 
"(i) An iDBtitution deac:ribcd in section 481(8)(1) 

or 1201{a) of the Higher Education Act of 1965 (20 
U.S.C. 1088{n.}(1) or 1141{e,»). as such sections' are in 
effect on the date of the enactment of this subsection. 

"(ii) An area vocational education school (as 
defined in Bubparagraph (C) or (D) of section: 521(4) 
of the Carl D. Perkins Vocational and Applied Tech~ 
nolog)' Education Act (20 U.S.C. 2471(4})) which is 
in any State (as. deflned in section- 521(33) of such 
Act). 88 such ,sections are in deet on the dau; of 
the enactment ofthis subsection, 
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CAPITALlZATION.-Amounts paid 
~eve1opm(U)t account directly to 
:JOn account whicb is established 
00 financial institution and is 
'fOT 9uallficd business cnpitaliza. 

ro BE FROM EARNED INCOME.­
.:ttrlbute to an individual develop. 
ow as are derived from earned 
on 911(d)(2) cftho lnternal Rcvc­

~ FtJ'NDS.-The Secretary shall 
. ~8 may be neCCfJSary to ensure 
:VldunJ development ae(:ount are 
1 or more of the qualified pur­
ft'opb (B). . 

individual development account 
section shall be a trust created 
ad States and funded through 
:he establishing individual and" 
qualified entity for a qu.a.lificd
»graph (2XB)), 
'.-As used in this subsection, 
01lD>­
organization described in 8ec~ 

ltemal Revenue Code of 1986 
on under section 501(a) of such 

cal government agency acting 
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"(B) PosT-SECONDARY EDUCATIONAL EXPEN'SES.-The 
tenn 'post-secondary educational expenses' mean&­

"(1) tuition and fees l'eQUlred for the enrollment 
or attendance of a student at an eligi.ble educational 
iMtitution, and . 

"{Ii) fees. books, Hupplies, and ~uipment req~ired 
for COUl'8es of instruction at an eligible educatIonal 
institution, Th' ·ali 
,,(0) QUALIFIED ACQUlSrI'ION COSTS.- e U:~ qu

tied acquiaition costs' moons the cost'.$ f3f a.cqumng, eon­
¥ 

atructing or reeonstructing a residence. The term includes 
any U8u~ or reasonable 3ettlemont, financing, or other 
clooingcoets. ~ _.HL..I b : 

,,(D) QUALIFIED DtJSINESS.-The term qUaJllItl'U USI~ 
neu' meatlh any business that does not contravene any
law or-public poJicy (as determined by the Secretary), 

\E) QUALIFUro BUSINESS CAPlTAt..JU'l'ION EXPEN$S,-;", 
The term <qua1.iJied business capi~lI:.tW~ ex.penses' m!an8 
gualified expenditures for ~e eaplt:.a.lization of 8 qualified 
busineM purawwt to 8qualified plan. < _U"'oo 

"'(F} QUALlFJED EXPENDmmES,-The term quUWl 

dituresj means expenditures included in ft qualified
~including capital, plant •. equipment. working c,apital. 
and inventory expenses. . 

"(G) QUALIFmD FIRST-TIME HOMEBUYER.­
"(D IN GENERAL-The term 'qualified first.-time 

homebuyer' means a taxpayer (and, if married, ~e 
taxpa.yer's spouse) who has no present ownership 
interest in a prindRal residence during the 3-year
period ending 0!l the ~ate of ae~itio~ of the princip~ 
residence to which this 9ubsechon apphes. 

"(li) DATE OF ACQUlS1TION.-The term 'date of 
acquisition' menns the dato on which a binding contract 
to !lequire, construct, or reconstruct the ~pa1 rcsj· 
dence to which this subparagraph appbes l.S entered 
into. ' , . , 
,,(H} QUALIFIED PLAN,-The term 'qualtfied plan meRn~ 

a business ftan whfch- . 
"(i is approved by a (mancial institutien. or by 

a nunf!rofit loan fund having demonstrated fiduciary 
inWgrity, d" f' -,'iti) includes n escnption 0 servtees or gouus 
to be sold, a marketing plan, and projected financial, 
statements, and ,_ 

, "{ill) may require the eligible indiVldual to obtam 
the assistance of an experienced entrepreneurial 
advisor. < ali ' 
"(1) QUALIFIED PRlNCIPAL RES~ENFE.-~e term q,? ,~ 

tied principal retlidenee' means a pnnapal residence (wtthin 
the meaning of section 1034 of the Internal Revenue Code 
of 1986), the ·qunlified acquisition costs of which do ~ot ~ 
exceed 100 percent of the average a.n:a purcl1ase p~ce,
applicable to such residence (determined In accordance Wlth_ 
paragraphs (2) and (3) of lIeetion 143(e) of such' Code)., 

"(i) SANCTION WELFARE REcIP!£NTS FOR FAILING TO ENSl.'RE 
THAT MINOR DEPENDE}."I' CUILDR£N A'M'E~ SCHOOL.-A St~~ to 
which a grant is made undor section 403 shall not be prohibited 
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Treasury 
Office, pay to 
"fHealth and HUlllOll So,vi",.., 

"SEC. 400. FEDERAL LOANS FOR STATE WELFARE PROGRAMS. 

"(n) LoAN AtYrnORl'lY.­

'::.: 

no STAT. 2128 PUBLIC LAW lO4-193-AUG. 22, 1996 

from sanctioning n family that includes nn adult who has :receiVed 
assistance under any State prognun funded under this part nttn'b­
utable to funds provided by the Federal Government or under 
the food stamp program, as defined in 3I)ctiQn 3(h) of the Food 
stamp Act of 1977. if such adult faila to ensure tnat the minor 
dependent children,of such adult attend school as required by 
the law of the State in which the minor children reside, 

"(j) REQUlREMENT FOR HIGH ScHOOL DIPLOMA OR EQUIVA_ 

U;:~~-;~~)S~tab'tc~to which a grant is made under seCtionn' 'from sanctjl)ning a family that inGludes an "",'__ • 
age :20 and than age 51 tmd who 

;~b;~~'ri~~;~~~~:~ any funded und0l" ,,__.,. 

"SEC. 405, ADM1NISTR.ATIVE PROVlSIO~"S. 

"(a) QuARTERLY.-The Secretary shall"pny each grant P::l~j~~'
to n State under secti.on 403 in quarterly imt.allments. -s 
00 this ooctlon. I 

"(b) NonFJCAnoN.-Not later than 3 m"';.~,,! 
ment of any such quarterly installment to a ':::f~~~:~~
shnl} notii} the State of the amount <If any_~dw:t~I.on
under sc:etl(m 412{n){1){B} with respect to the 

"te) COMPiITATION AND CERTIFlCATtON OF PAYMEN'I'S TO 
SrATES,­ , _ 

ury 

"0) COMPU"TATlON.-The Secretary shAll estimate the 
amount to be paid to each eligible State for ench quarter 
under this part, estimate to be based on' a report filed 
by the State by the SUite of the total· 
sum to be in the quarter under the 
Stnt(!: and SUM other infonna· 
tion 
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DEPARTMENT Of HEALTH &. HUMAN SERVICES Office of the Secretary 

Washington. D.C. 20201 

February 12, 1997 

NOTE FOR BRUCE REED 
ELANA KAG~ _ ~ 

FROM, John Mon~nY~ 

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 i 

description of state activities on p. 2-3 of the paper, 
entitled ~~Building Assets and Economic Independence: lOAs t' 
and 2) examples of state asset strategies in the Appendix A 
of the same paper. I 

I 
Also, as the final item (ACF's chart of TANF Plan j 

submissions) shows, the following states have specifically 
identified lDAs in their TANF plan: AZ, CA, CT t DE, lA, MS, 
OR, PA, SC, TN, TX, VA, & WS. j 

Attachment 
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POLICY BRIEF 

Building Assets and Economic Independence: 

Individual Development Accounts (IDAs) 


Summary 

Americans ofmost economic classes are having increasing difficulty climbing the econ'omic 
ladder, Fully half ofall Americans have no, negligible or negative investable assets just as the 
price ofentry to the economic mainstream -- the cost ofa 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 ramifies to achieve economic well-being and build asseis. 
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 fonns and IDAs provisions were included 
in the new federal welfare refonn law. I 
In this issue brieJ; we ex.mine (I) how by supporting and encouraging savings, investment, and 
asset-building IDAs can help families move forward economically, (2) different ways stales have 
implemented IDAs, (3) various funding sources that stales which start IDA programs can tap, and 
(4) several different ways states can implement IDA initiatives. 

Ba.kground i 
. I 

In his seminal 1991 book, Assets and the Poor: ANew American Welfare Policy, Washington, 
University Professor Michael Sherraden atgUes that people move forward economically through 
savinss 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:>l ' , 
The distribution ofassets in this country is much more unequal even than income distribution: 
while the top 10% ofAmericans command 40% of national income, the top 1% contro! as many 
assets .. the bottom 80%. The fact that half of all Americans lack significant investable assets is 
cause for concern. Asset deficiency places horneownership. entrepreneurship. and higher 
education out of the reacll of many Americans and in doing so prevents them from advancing 
economically. I 

, 
I 

t Michael Shemu1en. As:rets and the POOf': Ii N~wAmerican WeI/art: Policy. Armonk, }.'\'; M.E. S~';rpc: Inc. 
19~L ' 
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American's low asset levels are not surprising considering the low American household savings 
rate (less than 5%), and lack ofgovernment support for asset building for a sizable .eginent of the 
populace. While the US Government subsidizes asset acquisition for the non-poor at a level of 
S200 bil"on annually al the Fedeltd level in the furm ofthe home mortgage deduction, prcrcren.ial 
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 asset 
Jimit. 

While significant, America's asset deficiencies and inequalities are not irreversible. Several times 
in American history, the government has implemented policies which have successfuUy' boosted 
asset levels ofall Americans, regardless of income. For example, the Homestead Act ofthe late 
19th century provided 1OO-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 fur 
ntillions ofWorld War II veterans, Modeled after these programs, IDAs look to broad-based 
asset-building as a tool for ceonontic growth. ' 

. 
The Rise of IDAs 

I 
I 

IOAs 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-lL), Dan eoats (R-IN), Thad Cochran (R-MS), Spencer Abraham (R­
MJ), and Virginia Governor George Allen are also advocates. Even John Kasich (R-OH) who has 
led the battle to cut federal spending believes that IOAs are worth state and federal investment. , 

Recently, the federal government included IDAs in it. welfare reform legislation (see b~low), 
Additionally. more Fed.1td legislation on IDAs i. imntinent Senate Bill 1212, The Assets for 
Independence Al:t. introduced by Senators Dan eoats (R-IN) and Carol Moseley-BraJn (D-IL) 
would create aSIOO 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 cflDA provisions in welfare 
reform, the Assets for ladepeadence Act has a good chance ofpassing during the nOKt 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 ofIDA eonrributioits that is 
now given to lRAs,} ! 

IDAs and Welfare Reform 

While providing states considerable latitude in determining eligibility standards and benefits for its 
most needy citizens, the new welfare reronn law atso 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 Jadder. IDAs address tms 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. ' 

Corporation F6r Enterprise Development 2 



Section 404 (hJ of the welfare reform law (ilK 3734, the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996) authorizes stat.s 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 comrnunity-baandmA 
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 (or all means-tested 
government assistance. The legislation also provides that only earned income can be saved in 
IDAs, designates non-proli~ community-baand organizations .. custodians ofIDA accounts, and 
permits IDAs to be used for education, homeownership, and business capitalization. I 
By including IDAs in their State Plans (wbether or not Ihey choose to fund them with T ANF), 
states win 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 Fedel1ll Home Loan Banks, churche•• 
foundation•• employers and the Fedel1ll government all beginning to fund IDAs. stales thai act 
now to set up frameworks for IDAs will be first in line to tap into this funding. I 

, 
State IDA Initiatives 

IDA and asset.building initiatives are proliferating across the country: 
, 

• 	 41 states have received welfare wnivers to raise AFDC asset limits, making this aniong the 
most popular state wniver request along with the expansion ofearned income disregard•. 

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

• 	 9 states have a<:tuaIlyenacted some sort ofmatching program ranging from refilodabl. tax 
credits to employer contributions to child support pass-throughs. 

low. was the first state in the nation to pass IDA legislation. As part oflaWlllnveslS, which 
included the Iowa Family Investment Program (IFIP), • large welf.re reform effort implemented 
statewide in 1993. Ihe state pasaed legislation that created IDAs for Iowans with income less than 
200"10 poverty. For each dollar saved by low-income Iowan. participating in IDA programs, the 
state provides a refundable tax credit Participants in the demonstration can use their fDAs for 
education. homeownersttip. or business capitalization, In total. Iowa's demonstration will create 
10.000 IDAs and will provide $1 raillion in matching funds to the IDA savings oflow ,ineo me 
famities by the year 2000. . I 

! 
North Carolina, meanwhile, is funding a multi-site IDA demonstration with Community 
Development Block Gra~t Funds. Meanwhile, other states (Massachusetts. Mississippi. and 
Oregon) have passed legislation which combines IDAs with wage subsidies, Under these "Full 
Employment Pl.n .... public benefits (AFDC and Food Stamp payments under previous welfare 
guidelines) are "cashed out" to provide wage subsidies to employers hiring welfare re~ipients. 
Aller 30 days ofemployment, employers are required to pay $1 per hour worked into an IDA for 
the welliIre recipient. The account holder may use the funds in the account to pursue.additional 
education. training. or business development (States have made different determinat~ons as to 
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what IDAs can be used for.) Appendix A (Basic Approaches 10 Malching Individual; 
Development Accounts) provides a fun list ofmechanisms that states are using to match IDAs. 

i 
Wby Stat .. Should Acl N_ 

There are 8 number ofreasens states should act now to begin to create systems ofIDAs. Among 
the more salient of these reasons: ' 

, • 	 I 

• 	 With the rapid implementation ofwelfare 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 emplo~/ers 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 initia,ting 
programs can build on experience, 

IDA Options for Sioies 

States contemplating PlA 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 fefoon's invitation to set up an IDA program. 
Some options follow: 

1. Remove penalties racing weir .... recipients who .el up IDA•• The Temponlry Assistance 
to Needy Families (TANF) legislation invites states to set up "a program ofindividual ' 
development accounts" and provides that savings in such account. should not affecl the eligibility 
or grant levels ofrecipients ofany 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 ifno money is dedicated to matching IDAs, states should include lhis protection. Language 
as general as "The State shaU carry out. program for IDAs for individuals eligible for "sistance 
consistent with Section 404 (h) of the TANF legislation," should be sufficient. ' 

Additionally. many IDA programs have r"""bed out to youtn participant' who have opened 
college savings accounts and started businesses, States should disregard savings, assets, and 
income ofchildren when determining eligibility oftheir parents to receive government ~sistance, 

Since IDA savings can only come from earned income. protecting IDA savings acts as ~ 
employment incentive. Even more critically, IDA savings will tend to extend job retention: a 
primary limit of \!Ielfare-to-work programs has been the fact that most employed weifare 
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 ot,hers, 
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, I 
Moreover. esta~lishing a legal structure for IDAs may be alJ that is necessary to catalyze matches 
from non-state sources - congregations, employers. foundations and others ~w who may not 
consider contributing. 

2. Dedicate some TANF funding to match accounts ofweJfare recipients as an investment 
in their economic independence. States: which receive an increase in TANF funding -* which 
most should given the fall in easeloads si""" the 1994 base year - may want to consider 
dedicating. small percentage (5% ) ofadditional funds provided under TANF to matching 
monies in the IDAs ofeligible r""ipierts, New funds will he scarce, but the real cheUenge of 
TANF is to move welfare recipients into enduring employment Given the evidence that 70010 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 ofaccounts created could be apportioned to the number of recipients expected to 
transition offwelfare. Such-s match would teverage not only private savings, but also i 
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 ~uirements ofthe Federallegislalion 
(see Appendix B, Hew 10 Siructure Individual Deve/opmenlAccounl Legislalion) to maximize 
the chances ofadditional contributions and also to maximize the impacts, ManagemenL , 
monitoring, counseling and enforcement should be delegated to community organizations willing 
to take on the responsibility of insuring IDAs are used as intended. Funds should he held in 
licensed financial institutions (notably banks and community development credit unions). An 
investment ofat least 20% ofthe match 10lal should he made in community institution operational 
expenses. 

3. If tb..lale chOOlles to convert some ofthe TANF block grant into a wage/employment 
subsidy paid to employers who hire welfare recipients, employers -could be required to 
contribute to the IDAs or (heir new employers, just as states implementing "Full Employment 
Plans" have done. Again. IDAs represent an investment in enduring econottUc independence thai 
should reduce recidivism and provide paths to econottUc upgrading and selfsufficiency: Such a 
requirement costs the state nothing and should not scare away employers" i 

, 
While IDAs make sense as an additional/oal for economic independencelor welfare recipients, ,

stales may not want to limitlhem to welfare recipients. Welfare recipiel1ls generally comprise 
only about 23% ofIh. poor; olher people in poverty - worklngfamilies, men, recipients of 
other benefits - indeed, other families near poverty or vulnerable 10 economic changes have 
need for and potential to use IDAs, The follO'Wing options relate to developing a more inclusive 
IDA syslem, ' 

, 
4. Ltgislate a framework for an inclusive IDA system. Such a system should be patterned on 
the framework oontained 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 ofwelfare reform benefits even ifno state matching funds are provided. 

5. Consider .. range ofoptions for matching IDAs - and encouraging others, including 
acoountholders themselves to invest in IDAs, While some ofeven the poorest oflhe poor will 
choose to save, the fact is that without matching their savings will not be capable of""""mulating 
adequate funds to purchase a home or education, or start a smali business, By matching all funds 
in aooounts from any source, states can provide a magnet for other partners while fimiting their 
exposune by placing caps on the annual matches, Among tbe possible funding sourees for the 
match that staies have used and might consider are: 

• 	 Tax incentives to acoounthalders: These can include deductibility of savings in IDAs 
from earned income, exemption ofearnings in the accounts, and or exemption of funds 
withdrawn, These sorts "fincentives are particularly useful and cost-effective for 
extending tbe reach oflDAs to aboVl>-pover\y acoountholders, For low inoome 
acoountholders, refundable tax credits, perhaps on • sliding scale, like Iow.: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 ., 
possible, and some program operating expenses should be provided. ! 

, 

,. 	 Tax incentives to individual and corporate contributors to the accounts ofho!ders 
below the poverty line, as Virginia and Colorado have proposed. In states which 
already have. Neighborhood Assistance Tax Credit which provides a credit to 
contributors to community based development organizations, the existing legislation 
may be used as is. or specificaIly amended and expanded to cover IDAs oflow 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 ofsuch a program, 

• 	 Use of CDBG funds, low income housing and home ownership funds, scholarship 
funds, job trairung 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 eosts and returns on tbeir investment. This data win allow states to determine the 

impact oflDAs and help cneate support for additional investments in IDA•. 


7. Consider providing support for community organizations which provide the c~unStlingL 
education, monitoring and enforcement of IDA programs. Such investments can ~ modest 
(and expected to draw matches from private and local sources), but represent a prudent 
investment in the ~uality ofthe ID:" program, and will be necessary to allow interested: 
community orgaruzatlons to partlc1pate. 	 I 

I 
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APPENDIX A , 
I 

BASIC APPROACHES TO MATCHING INDIVIDUAL DEVEWPMENT ACCOUNTS, 
, 

, APPROACH DESCRIPTION EXAMPLE I 

Refundable Individuals rtttive tax m:dit (whieb may be: Iowa provide a refundable tax cifedit of 20% Cot deposits 
Individual Tax 
Credit 
Tax Exemption of 

I DenosiIJl in IDA 
Tax Exemption (or 
Withdrawals 

tcl'UDded ifit ~ tax liability) (Ot" .."" "ted in IDA, 
J)cposiu to IDAs dQ not oount AS income for_"'"IDA amotmts withdrawn indudin& capital 
apprecitltion, interest and dividends are not 

ofpeople below 1$0% poverty mto IDA: percentage 
$lidcs to 10% frmn 150 to 200"1. POVerty.' 
Virginia i$~ 

! 
Virginia is pto'PDSins, ,, 

I 
talC¢d upon withdmwal far approved 

I nut1)i)!leS, 
I 

i Tax Credit to lndividutds ftnd OlrpOtlrtiotU who ooutributed CQIomdo hu proposed; VirginUl is proposing IlS Ill1 

: Conlributorslothc to the IDA of low inecmt people rccdve • e>..1ension of the <:Xistmg Nci,g.bbofbood A$sisl.ttnce 
IDA ofa tow 

: Jnc.ome Person 
i Required 
! Employer Mowhes 

tax etedit (gcncnlily 50%) (Of ooutribmions. 

Emp!oyr:r \\-'bo receives wage mbsidin: for 
employing welfare recipieJlt i. required 10 

.......... wbicll ~ pnwida """' ""'"" (or
contributions to m:i devd~-::m)f{s.
_OcIa...... __Mat)'1and, 

Mississippi. Oregon. and Virginia are using versioos of 
, oonlributc Sl per hoW" WiY.ke<l after ):0 days Full Employment (wage subsidy) Plan. Massachusetts, , 

ofemployment Minissippi, and Oregon combine both the Wiise subsidy : 
and IDA. " 

IChild S""",,, p""~ofclU"_I")m<O\~_ Miwrun has legislaled. 
i ifp!acat in IDA fur children, i 

,, Earned Income StatclF«tem1 ~ permit me lump , 
; Tax Credit Pau sum payment to be deposited Tn tDAs ,,without ai'tect' eli~jbitifY or kvels, 
! Direct Match 
iThroliAA 

Direct General Fund 1:1 matches the ftnt $tl0 in IDASI.atc Il8Jl:CS to matcl! deposits (from, , savings of low lnoorru: people have been JlroIXlSaI in 
up to a s:lated ceilin8 (e.g., 111111 S120 in 
whatever source) to low income/asset IDAs, 

Califootia., North Carolina, end elsewhere, 

Private fU1l'l$ v.mking with the Council fur Adult &~matdI. savi.ngsofemp!~ or 
, Employer Match 
IVoluntary 

Experlentia1l..¢aming ha'liC es.tabliAled 100,000 suchprovttk:: tmining vmu::henlA1XXAU11S.,, accounts, 
, Direct MaWb with North Carolina is implementing an IDA de!'nonstmtionThe $tttI.e rnatchc$ ~ in IDAs with HUD 

wrutb uses CDOO ftmds to malcl; IDA participants'Com.munity Development Block Grant funds.iCDBG , 
savinI(:$. 
f'mposed in Califanria and North Carolina.The state mntcbe$ $Dvln$s in IDAs withDirt'ct General ,Fund Matches I lteJleml fllnd revenues. 

I The T e)(1lS legislature has instructed the Department of 
, IIl1mnll Services to cnrourngc private sector cmpl0:tt:rn , 
: to provide matches. 

Othe.' 

, , 

i Io\\.'a I~ matches ou( of communhy groups chascni to administer IDA refundable tax ~ts by making 
S'tIclt matches. criterion fOf awuniina the Wi: trodits. 
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APPENDIXB 


I 
HOW TO STRUCJ1JRE INDIVIDUAL DEVELOPMENT ACCOUNT LEGISLATION 

I 
II makes sense to design your state legislation to meet the requirement ofboth the welfare reform 
law and the likely language of a federatly-funded natianallDA demonstration. This m~: 

I 
• 	 Should have the three permissible uses oflDAs (education, homeownership, and business) 

start up as they are broadly defined in the legislation. 
• 	 Only government entities and 501c(3) organizations can act as intermediaries. 
• 	 Savings accounts should be set up only at accredited financial institutions. 

. 	 I 
The current structure ofthe· .... tionalIDA demonstration legislation (SI212) states that when 
deciding which IDA projects will receive funding, HHS will lock at: 

• 	 Degree to which the project helps low-income people achieve Self-sufficiency. 
• 	 The ability of the applicant to responsibly administer the project. I 

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

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

HHS will give preference to those applications: , 
• dealing with households with children. : 
.. that provide a commitment ofnon~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 ofpopUlations. 
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APPENDIXC 


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 ofsubstantially greater returns in future years. Indeed, savings by any 
pony 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 tum, yield salaries, profits, taxes, savings and social 
benefits. The precise magnitude of those returns will depend upon match and interest rates, the 
preparation ofaccountholderlinvestors, and the quality oCthe undertalting underwritten by the 
IDA. It is possible, however, to project the nature oflbe returns. Based on the IDA model 
contained in the proposed Federal demonstration legislation (81212). which wo suggesi states 
follow in designing their own initiatives, each 1,000 IDAs should generate a total investment from 
all parties ofS2.91 million:' ' 

• 	 70 businesses 
• 	 688 job-yoars ofemployment 
• 	 $7.3 million in additional earnings 
• 	 60 new and 60 rehabilitated homes 
• 	 $2.87 million in savings in community financial institutions 
• 	 Sl.88 million in increased assets of low income families 
• 	 117 families off welfare 
• 	 320 additional high scbool and college degrees, ' 
• 	 net returns of $16 million within a decade.' Annual rates ofreturns for aU i~vestors 

exceed 23%. 

Moreover~ models suggest tbat aU investors win break even within J years from their mvestrnent. 
Ofcourse, in order to be appropriate, the mndel and the projections need. to be adapted to the 
panicolar IDA program design used. 

1 Daphne Cloues. Robert FrioolIlan, Brinlt Grossman. and Cicero Wilson, The Return ofihe Dream: An 
Economic Analysis oj/he Probable Returns On A National Investment in Individual Development Accounts. 
Washlngton. DC; Corporation for Enterprise Development,. cI99's, ; 
3 ibid. 
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Additional Information on Individual Development Accounts 
and Asset-Building Strategies ' 

-+ 	 Adams. Deborah Page and Michael Sberradc:n, What We Know About the t"ffects ofAsse/.Holding, Working 
paperno.96-1. StLouis. MO: CSD, 1996 

• 	 Assets: A Quarterly Update for /Jmwolors (news!eucr). Wasllington. DC; CFED. Free, 

• 	 Clones. Daphne. Robert Friedman.. Brian Grossman and Cio:ro Wilson, The Return ofthe Dream: The 
Probabk Ecxmomic Retunu ofa National Inveslmenl In Individual Development Accounrs. Washington. DC: 
CFED, 1995. $15.00+$3.90 sill. : 

• 	 CFED. Uniw,rsol Savings Accounts Briefing Book. Washington, DC. ~ 
• 	 CFED, Individual Development Accounts Stafe Sourcebook. Washington. DC. $27.50 (includes s/h). 

• 	 Friedman. ROOert E.. Brian Grossman and Pucbka Sahay. Building ASS4U: Sc/fEmpJoymentfo), Welfare 
Recipimls ~ An Overview o/the Results ofthe &lfEmploynu:nt InwtSlnumt Demonsfrnlioo. Washington, 
DC: CFED, S<ptemb<:r 1995. $15.00 (includes sill). • 

• 	 Friedman. Robe11 E.. The Safely Nel as a Ladder; Transfer P<t}'fnmlS and Eccnomic DtrI'e1opmenl. 
Washinglon., DC: Council ofSfate Poiicy and Planning Agencies. 1983. 

• 	 Grossman. Brian, Puchka Saila)' and Robert Frhxhnan, Designing Your wn Individual Deve'opn~enl Account 
/)cmonstl'O!ion: An Information and Resource Honilbook/orCommunitY"BnsedOrganizntions .. Rel'lscd 
Editian. Washington. DC: CFED. 1996 $)0.00 {includes sib). 

• 	 Keeley, Katluyn and Chris Weiss. Savings Groups.: A Tool for Community Org<mizaffcns. WaSh:n:gton, DC; 
CFED, September 1993. $15.00+$3.90 sill. I 

• 	 Oliver, Melvin l... and Thomas M. Sb.1plro, Black WealthIWhitc Wealth: A New Perspective on R4cirtl 
Inequality, New York: Routledge,. cI995. I 

• 	 rust.. Carl and Robert Friedman. Building the Lnddu: ~Strategii!Sfor Economic Indepe:mknc<..Qrlented 
WeI/an Reform. Wasbington. DC: CFED. September 1996. : 

• 	 Schweke. Bill. Victoria Lyall and Carl Rist. Jobs By tm: Poor. FOI' thl! Poor: Profiles o/Community 
Innovation. Washington. DC: CFED. September 1996, 

• 	 Sherrnden, Michael. Assets and the Poor: A New American Welfare Pt>licy, Armonk, NY: M,E. Sharpe, 
Inc., c1991. Ph. 914·273·1800 Fax: 914·21)·2106. $23.95+$4.52 sill. 

+ 	 Sherrnden. Michael. IDA Evaluation Hondbook. St. Louis. MO: Center for Social Developmenl, 1995, 

• 	 Wider Opportunities for Women. Six Strategies for Family Economic SeI}Sufficiem:y: Grent Jdek.t for 
Gelling ww~/ncomt! Families Ollt ojPoverty, Wasbington. DC: Wider Opportuniiics for Women, (202) 63&~ 
)14). $35.00. ! 

• Availab1e from: 

+ Available from: 

Corporation for Enterprise Development, 771 N, Capitol Street, NE. Suiie 4l0. 
Washington DC 20002. Ph: 202-408-978& Fax: 202-408·9193 I, 
CFED requires prepayment by check or m<me)' order Or wriUen purchase ordcrs for all 
ordcrs. Washingtotl, DC t\'!Sidcnts; Please add 5.75% sales lnx. 

Center for Soci.al Devclopment. Washington University. Campus Bo..\: 1196, One 
Brookings Drive. St. LOllis. MO 63130, Ph: 3)4~935·7433 Fax: 3!4~935~851! 

1 
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MODEL IDA LEGISLATION 

A BILL I 
, 

To provide for the establislunent ofa pilot system oflodividual Development 
Aooount (IDA) projects designed to provide individuals and families, especially those 
with limited means. an opportunity 10 accumulate assets, fiIciIitate Rod mobilize savings. 
promote education, homeownership and microenterprise development 

TITLE 

(I) This Act may be cited as (choose one) 
a) The (state) Individual Development Account Act 
b) The (state) Family Savings Initiative 
c) The (state) Assets aod Independence Act 
d) The (st.te) Family Development Account Act 

FINDINGS: 

The State of___ nnds that­

(1) Americans of most economic classes are having increasing difficulty climbing t?e 
economic ladder. Fully half ofall Americans have no. negligible or negative investable 
assets just as the price ofentry to the economic mainstream - the cost ofa 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 aecUmulation ofassets, since assets can improve 
economic stability. connect people with a viable Rod hopeful future. stimulate development 
ofhuman and other capital. enable people to focus Rod 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 Jabor mar:kct -­
to provide inCentives Rnd means for employment, upgrading, mobility, and retenlio~_ 

(4) The household savings rate of the United States lags tar 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) In the current tight fiscal environment, the state of__ should invest existing 
resources in higl\..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. o~ 
individual development accounts wiU far exceed the cost ofinvestment. I 

! 
(6) Tens ofthousands of residents continue to live in poverty and r"""ive Public 
assistance, Poverty is a loss of human resources, an assault on human dignity, and:a drain 
on socia! 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) Inco~ased welfare policy should be complemented with asset-based welf.... 
policy, because while income-based policies ensure that consumption needs (including 
food, child care, rent clothing, and health care) .... met, asset-based policies provide the 
means to achieve economic self~sufficiency and, accordingly. to leave public assistance, 

. I 
PURPOSES 

(I) 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. I 

DEFINmONS 

(I) INDIVIDUAL DEVELOPMENT ACCOUNT - The term "individual . 
development acoount tl rn~ns a trust created or organized in the United States exclt~sively 
for the purpose of paying the qualified expenses ofan eligible individual or family. IDAs 
are special accounts similar to IRAs. They are optional, earnings bearing, subsidized, tax­
benefited accounts that can b. 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 fund raising organization which i~ exempt from taxation under section, 501 
(c) (3) ofthe Federal IRS Code of 1986. The fiduciary institution will serve as an i 
intermediary between individual account holder and financial institutions holding a~unt 
funds, Their responsibilities may include marketing participation, soliciting matching 
contributions, counseling program participants. and conducting required verificatiory and 
compliance activities. 

(3) FrNANCIAL INSTITUTION -- The term "financial institution" me.ns an 
organization authorized to do business under state or federal laws relating to financial . 
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institutions, and indudes 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 eduJtional 
institution' means the following: ! 

i. 
'(i) An institution described in section 481(0)(1} or 

1201(0) oftbe Higher Education Act of 1965 (20 U.S.C. 
1088(0)(1) or 1141(0», as such sections are in effect 
On the date of tbe enactment of this subsection. 
'(ii) An area vocational education sebool (as defined 

in subparagraph (C) or (0) ofsection 521(4) oftbe 
Carl D, Perkins Vocational and Applied Techonlogy 
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 ofthis subsection. 


(5) POST·SECONDARY EDUCATIONAL EXPENSES· The term 'post· 
secondary educational expenses' means·· ' 

'(i) tuition and fees required for tbe enrollment or 
attendance of. student at an eligible educational 
institution. and 

'(ii) fees, books, supplies, and equipment required 
for courses of instruction al an eligible educational 
institution: 

I 
(6) QUALIFIED ACQUISITION COSTS· The term 'qualified acquisition costs' 

means the oosts ofacquiring, constructing. or reconstructing a residence. The teon : 
includes any usual or reasonable settlement, financing. or other closing costs. 

(7) QUALlFlED BUSINESS· The tenn 'qualified business' mean, any business 
that does not contravene any law or public policy. . 

I 

(8) QUALIFIED BUSINESS CAPITALIZATlON EXPENSES· The term: 
.qualified business capitalization expensesl means qualified expenditures for the I 

capitalization ofa qualified business pursuant to a qualified plan. "I • 

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

(10) QUALIFIED FIRST· TIME HOMEBUYER. 
'(i) IN GENERAL- The tenn 'qualified first-time 

, homebuyd means a taxpayer (and, if manied, the 
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taxpaye~s spouse) who has no p.....nt ownership 
interest in 8 principal residence during the 3-year 
period ending on the date ofacquisition 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 acquir~ construct, or reconstruct the principal 
residence to which this subparagraph applies is entered 
into. 

(II)QUALIFIED PLAN· The term 'qualified plan' means a business plan which-­
.(i) is approved by a financial institution, or by a I 

nonprofit microenterp:rise program having demonstrated business expertise, 
'(ii) 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 ofan experienced entrepreneurial advisor. 

! 
(12) QUALIFIED PRINCIPAL RESIDENCE- The term 'qualified principal 

residence' means a principal residence (within the meaoing ofsection 1034 of the Internal 
Revenue Code of 198(;), the qualified acquisition costs ofwhich do not exceed 100 
percent ofthe average area purchase price applicable 10 sucb residence (determined in 
accordance with paragraphs (2) and (3) of section 143(e) ofsueh Code), 

(13) FEDERAL POVERTY LEVEL· The term 'federal poverty level' mean, the poverty 
income guidelines published in the calendar year by the United States Department of 
Health and Human Services, i 

(14) HOUSEHOLD. The term 'houschold' means the adults related by blood, marriage 
or adoption. or who are 'unrelated hut have maintained • stable family relationship ,ogether 
over a period of time, and individuals under 18 years ofage related to the above adults by 
marriage, blood or adoption. whu are living together. Living together refers to donlicile 
as evidenced by tbe panies' intent to maintain a bome for tbeir family and does not include 
a temporary visit. 

(IS) 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 ofany member of the household, 

PROGRAM 

(I) NUMBER OF ACCOUNTS - For the __year period beginning January I, 1997, 
and ending December 31, _, the total number oflDAl; ,hall be limited to ____ 

Corporalionfor Enterprise Development 4 



accounts to (your state) residents whose household income does not exceed 
200'10 of the federal poverty level (another option, which may betler reflect regional 
differences in cost ofliving. is 80% ofthe area's median household income). Not: more 
than aecounts shall be established during the first calendar year of the period, 

INDIVIDUAL CONTRIBUTIONS , 
(I) CONTRIBUTIONS TO BE FROM EARNED INCOME- An iedividual may only 
contribute to an individual development account such amounts as arc derived from earned 
income. Tax return reports ofearned income shall be used to verify compliance. ! 

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

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

'(I) 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 respeet to a qualified principal residence 
for a qualified first-time homebuyer, ifpaid from an 
individual development account directly to the persons 
to whom the amounts are due. 

'(3) BUSINESS CAPITALlZATION- Amounts paid ITom an 
, individual development account directly to a busine.ss 

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 ptan. 


I 
(2) WITHDRAWAL PROCEDURES - The state shall establish such regulations as may 
be neces:tary 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. I 

ELIGffiLE INDIVIDUALS 
(I) INCOME LIMIT - The income ofthe household uflbe account holder does not 
exceed 200% ofthe federal poverty level (or altematively 8(}'A; ofthe area household 
median income). ' 
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I 
(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 conun.nity based organization are not one and the same, Another 
possibility, is that a fiduciary organization win enter into a contract with anotherl 
organization to provide certain IDA services), 

(3) NETWORTIf LIMIT - The net worth of the household does nol exceed $20,000 
(disregarding home equity), I 

FIDUCIARY ORGANIZATIONS , 
(I) FIDUCIARY ORGANIZATIONS - Locally-based organization. ("fiduciary 
organizations") are 501 (0) (3) organizations that serve as intermediaries betwee~ 
individual account holders nnd financiaJ institutions holding accounts. Their i 

responsibilities may include marketing participation. soliciting matching contributions, 
counseling program participants, and conducting verification and compliance activities. 

I 

(Z) COMPETITIVE PROCESS - Locally-based organizations will enter into a I 
competitive process for the right to become fiduciary organization for a portion ofthe 
_,,-,.accounts that would he autborized initially, Organizations' proposals would be 
evaluated and participation rights awarded on the basis ofsuch items as their: ; 

! 
! 

(a) ability to market tbe program to potential account holders and potential matching fund 
contributors; 
(b) ability to provide safe and secure investments for individual accounts; 
(e) overall admlnistrative 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 otber related service to potential 
participants; and 
(e) links to other activities designed to increase the independence of individuals an'd 
families through home ownership, enhance education and training, and small buslness 
development, 

(3) PROGRAM AUTHORlTY-lfthe State approves an application to fund an ID{\ 
project under this section,. the State shan, not later than _ months after ! 
the date of the enactment of this Act. authori:r.e the applicant to conduct the project for 
_ project years in accordance with the approved application and this section. : 

(4) GRANT AUTHORlTY - For each IDA program approved under this section, the State 
shall make a grant to the qualified entity (fiduciary organization) authorized to conduct tne 

I 
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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 individual. 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 10 be best suited to receive such assistance, ' , 

PENALTIES 
(I) PENALTIES FOR NONAFPROVED WITHDRAWALS·· )fthe fiduciary 
organization receives evidence that moneys withdrswn from IDA> are withdrswn under 
false pretenses and are used for purposes other than for the approved purposes indicated 
at the time ofthe withdrswal. the fiduciary organization should make arrangements with 
the financial mstitution to impose 8_% penalty on the moneys withdrawn or JosS of 
matches and may, at its discretion. close the account. ! 
(2) TAXATION OF NONAPPROVED WITHDRAWALS - Any withdrswal for· 
purposes other than the permissible uses j or withdrawn for purposes other than fot. 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 acoount holder who disputes a decision ofthe opersting organization that 
• 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 witb 
this section ifan 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 

(I) USE OF T ANF FUNDS - The __ IDA program has been created in accordance 
with aU provisions in section 404 (h) ofHR 3734. the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996. State Temporaxy Assistance fur Needy Families 
(TANF) funds may be used to match account holders contributions to their IDA> as 
provided in section 404 (h), 

<al Matches of up to $500 per year in the account ofTANF eligible individual will 
be provided on a 1; I 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. 

i 

I 
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(2) NO REDUCTION IN BENEFITS - As provided in section 404 (h) (4) ofHR 3734, 
the Personal Responsibility and Work Opportunity Reconciliation Act of 1996­
Notwithstanding any other provision ofFederal law (other than the Internal Revenue Code 
of 1986) that requires consideration of 1 or more financial circumstances ofan individual,,
for the purpose ofdetennining eligibility to receive, or the amount o( 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 
subseotion shall be disregarded for such purpose with respect to any period during which 
such individual maintains or makes contributions into such an account. 

MATCHES I 
(1) STATE MATCHES -- Payment by the state ofa match on the amounts ofup to 
$ per calendar year on deposits in an IDA. The state match shall be based on the 
individual or families income leveL 

, 
(5.) For an account holder with a household income which is less than or equal to )00% of 
the federal poverty level, one dollar for each dollar saved. I 
(b) For an account holder with a household income which is greater than 100% of the 
federal poverty level butles. than 150% ofthe federal poverty level, .5 dollars for each 
dollar saved. 
(c) For an account holder with a houschold income which is greater than or equal to 
150'10 of the federal poverty level, but less than or equal to 200% ofthe federal poverty 
level, .25 dollars for each dollar saved. i 

(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 
$__ in matching funds in any given year. 

SA VINeS REFUND 
(I) STATE SAVINGS REFUND -- Payment by the state of. savings refund on Ihe 
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: ' 

(al For an account holder wilh a household income which is less th.n or equal to 190"10 of 
the federal poverty level, (50'10 - 100%). I 
(b) For an account holder with a household income which is greater than 100010 of the,
federal poveny level but less than 150'/. ofthe federal poverty level, (2S%-75%), I , 
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(e) For an account holder with a household income which is greater than or equal to 
150"10 ofthe federal poverty level, but less than or equal to 200% ofthe rederal poverty 
level, (25%). 

(2) STATE SAVINGS REFUND LIMlT - Not more than $___ in state ~avings 
refund should be deposited into any IDA in a given year. 

TAX EXEMPTION i 
(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 PRlVATE CONTRIBITIORS -Individuals, organizations, or 
businesses contributing nlatching funds for IDAs will receive a tax credit equaJ to:501% 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 individual. or contribute to. fiduciary organization (501 (e) (3) 
organization that is adntinistrating an IDA program) and perntit it to allocate the fund, to 
aU its participants on a proportionate basis. : 

I 
ADMINISTRATIONIEVALUATIONIINFORMA TIONIREPORTING 

(I) 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 ofaccounts. the amount ofsavings and matches for each account. the uses 'ortlle 
account, and the number ofbusinesses, homes. and educations purchased. as well as such 
other information as may be required for the state to responsibly operate the prognim. 

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

APPROPRIATION I 
(I) STATE APPROPRlATlON - 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% ($ » ofTANF grant for 
support ofthe IDA program< Ofthese fund. x";', y%, and.:% may be used respectively, 
for matches, program operation administrative costs. and evaluation/reporting expenses. 

(3) TAX CREDITS - The .tate will provide no more than $_in tax credits for 
private ini:lividua[s. businesses, and organizations contributing funds to IDA programs. 
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Building Assets -- Savings/Asset Development 
! 

I 
What are Individual Development Accounts? 

. ! 

Individual Development Accounts are dedicated savings accounts, similar in structure to l~dividu.1 
Retirement Accounts (IRAs), tbet can only be used for purchasing a fu1!I hame, 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. f 

Current income maintenance poJicy raises people to the poverty Ijne, leaving them only one sickness, one 
accident, or one divarce away from poverty. While providing food, sbelter ned clathes ta low-income 
families is imperative, this aid alone will not produce viable escapes from poverty. Washington University 
Professor Michael Sherraden notes, "Ineome may feed people's stomachs. but assets change their heads." 

Sherraden, wha introduced the eoocep! of IDAs in his seminal 1991 book, A£relsand the Poor, explains 
that the distribution ofassets in this country is much less equal even than income distribution. While the 
top 10'10 ofAmericans command 40% of national income, the top I% control 90'10 ofassets, Fully 
one-third of American households have no or negative investable assets; mote than half haVe negligible 
amounts. National polity reinforces asset inequality. The federal government subsidizes asset acquisition 
for the non-poar by over $200 billion annually in the farm 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 ofbusiness machinery that could enable them to create their own job, or save for their 
or their children's wllege education, or purchasing a first home. 

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. Sherraden pinpoints nine effects of 
asset-building, Assets: 

• Improve household stability, 
• Psyohologically connect people with a viable, hapeful future, 
• StimuIate development or'other assets. including buman capital. 
• Enable people to focus and specialize, 
• Provide a foundation for risk-taking. 
• Increase personal efficacy. 
• Increase socia! influence. 
• Increase political participation. 
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• Enhance the welfare ofoffspring. 

IDAs address the deficiencies of the current system by returning to the asset-based policies responsible 
for America's greatest periods ofeconomic 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 _nomic growth. The latter subsidized colioSe tuition for war 
veterans, who in tum, drove out.post·war economic expansion. ' 

Honte : About CFED IWhat's New? iPybucations 

Corporation for Enterprise Development, National Office, 777 North Capitol, NE, Suite 410, 
Washington DC 20002 ' 

Email: <;fed@cfed,ofB, Phone: (202) 408.9788, Fax: (202) 408-9793 . 
I 
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Building Assets -- Savings/Asset Development , 

HowIDAs Work' 

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

I 
IDA. are a potenllool used by community organizations throughout the United States. IDA 
demonstrations are underway at several sites nationwiiJe. stimulating participants' savings rates. building 
their assets, and connecting these individuals to' the economic mainstream. Currently. mO'st of the 
demonstration. are fueded by private foundations. Ideally, in the future, IDAs will be funded by • 
combination ofprivate and public sou""",. The following four-step process documents how an IDA 
particip.n~ like Toni Davis, moves through. typical IDA demonstration. i 
Step 1 -- Introduction and Orientation 
Toni enrolls in Eastside Community Investment's (an IndianapoUs~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, Eel staff tell Toni about 
Individual Development Accounts and recommend that she attend an IDA orientation session, 

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

, 

Step 2 -- Opening Aeeounts 
After attending the orientation Toni and several other Eel program participants decide to open Individual 
Development Accounts. Toni opens an IDA savings account at Eel's local credit union where she 
deposits money every month (or more often, if she so chooses). Periodically, ECI contributes matching 
funds for each doltar Toni saves ,into a separate parallel account. At the same time., Eel's IDA 
management infonnation system tracks how much each participant has. saved, how much in matching 

I 

1,,1'2 12/6/964:11 PM 



, . . , I 
h«p:Jlwww.lmn.comI{:fodlbow~rl(.btml 

, funds they have earned. and the interest they have accumulated, Toni receives monthly banking 
statements from Eel showing her current levels of savings, matching contributions, and interest in her 
IDA account. i 

Step 3 -- Credit Counseling, Budgeting, Economic Literacy and 
Training . 

, ' 

Shortly after she enrolls in Ihe ECI IDA program, Toni meets with ECI staff to develop an asset 
acquisition plan. During the first step in this process. Eel conducts a review ofToni's credit, where if 
necessary, they will help her deyelop • plan to esta blish or clean up her credit. Second, staff discusses 
income and consumption patten1s ofToni1s household. and works with her to develop a sa!yjngs schedule 
based on how much her household can afford to save each month. 

Toni then attends mandatory e<;()oomic 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 th~ Purdue 
University Cooperative Extension Service to create an econorruc literacy curriculum entitled. "Making 
Your Money Work." This five--session eurrieulum includes lessons on money management, getting the 
most from your money, understanding and managing credit, money plan&, and recordkeeping, in addition 
to individual meetings and homework for each IDA participant. ~ 

Toni receives speci~C training in the area ofhomeownership, the asset for which she will u~e her IDA 
(those who wish to use their IDAs to start their own business must complete microenterprise training). 
Additionally, dunng the asset aC!'Umulation process, ECI provides Toni one-an-one counscling when she 
has questions conceming financial 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 porchase the 
asset ofher 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 ..set she wishes to purchase (. first horne) and the osset vendor, and ECI reviews her 
request to check the legitimacy of the asset vendor. After epproving Toni's withdrawal request, ECI 
writes a check (front the matching funds Toni has aecumulated) to the ISset vendor, and at:the same time 
Toni writes a check (from her IDA savings account) to that asset vendor. 

After Toni uses her rDA funds to purchase a home, she continues to save for her own and her family's 
future (but without matches). 

Horne: About CFED IWhat's New? I Public.tions 

Corporation for Enterprise Development, National Office, 777 North Capitol, NE. Suite 41 0, 

Washington DC 20002 


Email: cfel!@ged.Qrg, Phone: (202) 408-9788, Fax: (l02) 408-9793 
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,, 
Savingsl Asset Development -Individual Development Accounts 

Seven Myths and Realities About IDAs 

, 

I 
The promise and success of Individual Development Accounts have a1reky begun 10 
dispel commonly held myths concerning IDAs, savings and community development. 

Seven of the most prevalent myths are listed below along with Il,e realities that disprove 
them. I 

I
Myth # 1: The poor are unable to save, 

Reality: PO,or 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. tess for food, clothing. and housing. Tens 
of thousands of low-income Americans have opened account. at Community Development Credit 
Unions throughout the country. Currently 60% of accounts in these credit unions are opened by 
those with liunily 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 forloan. in case of an emergency, 

Why the sacrifice? Because this is the price ofstability .- a huffer against the certain, if 
unpredictable, il1nes. or accident that will otherwise throw the family into disarray. And because 
saving i.the price ofhope, savings offer the luxury ofimagining a future better Ihan the present, 
justifying, pIanning, 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 II 2: IDAs are a giveaway. 

Reality: IDAs are ilD 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 government 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 asset•. 
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Furthennore, speci6c financial and sociaJ returns accrue to government, private sector. and society 
as investors in IDAs. IDAs produce homeownersrup. businesses, and i~creased earnings due to new 
education diplomas for account holders. In additio1\ IDAs produce new jobs, businesses, more 
bome-buijding, decreased income maintenance expenditures, and an increased tax base for tax 
payers. In ilIct, • 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 doUar invested in IDAs, the federal government would earn $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, , i 

Myth # 3: Savings in IDAs win not grow large enough to allow low-income people to accumulate 
~. :, 
Reality: IDAs are structured to provide participants sufficient 
funds to pay for the downpayment on a first home, tuit~on to a 
public college, or start-up costs for a small business. 

, 
i 

IDA proposals enable Americans with very limited income to accumulate a few thbu~nd dollars 
over two to three years. if they save a. small percentage of their earned income every month. 
Powerful evidence exists that surprisingly Jow ap10unts ofsavings produce the hopefulness, future 
orientatio1\ initietive taking, and planning that are theorized. Savings 0[$2,500 to $5,000 are 
enough to pay the downp.yment and closing costs on an average priced affordable,home ($40,000 
to 565,000), annual tuition 

, 

at a public college or techoieal school, or the start-up costs for ••mall 
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. ' 

I 
: 
, 

IDAs and asset-building poicies have already achieved considerable success. 
I 
I 

The IDA program ofEastside Community Investments in Indianapolis (Eel) has established over 
100 IDAs. ! 

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

Business owners in the Se!f~Employment Investment Demonstration (SEID). a five-state 
microenterprise demonstration project comprised entirely ofAFDe recipients, saw their reliance on 
AFDe as a primary source ofincome decrease 65%, and their reliance on food stamps as a 
secondary source ofincome decrease 62% from their time ofentry in the program. At the same 
time, SElD business owners accumulated an average of $4.867 in net business assets and $8,738 in 
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gross personal assets, 

Myth /I 5: IDAs wiU 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. 

I 
I 

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 IDA;; would provide an 
opportunity for welfare recipients to create their own jobs through self~employmeQt 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 win have a limited mle in state or national SUPPOl1ed IDA demonstrations. Currently, 
a few community-based organizations (CBOs) are running IDA demonstrations using the same 
basic framework that win be applied in a federal demonstration. Corrununity-based organizations 
are the ldeal delivery mechanism for IDAs. due to their close contact with low-income clients and 
their understanding oflow-income eommunities. 

, 
IDA participants will open accounts at accredited financial institutions. Community organizations 
will be charged with informing and monitoring particip.ant withdrawals. Account ho~ders 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 thai asset vendors are legitimate," 

I 

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 communi,ties. 

I 
I 

Unless we invest in the ability oflow~income people and communities. and indeed the economy as 
a whol~ to acquire sk~lIs 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, ooth publicly and privately, will only diminish. It is not a question ofwhether we can 
afford IDAs, but rather whether we can afford not to have them. 
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ASSETS 
Y UPDATE FOR INNOVATORS 

IDAs Part of New Welfare Reform Law 

Dr the first time. Congress has passed r legislation on Individual Devc!opment 
Accounts (IDAS). TIle landmark \',:elfare 
reform bill passed by Congress and signed 
by the Presidenl includes provisions that 
allow states to create community~ 
IDA programs with stale block granl funds 
and thttt disregard all money $aved by Ihe 
poor in IDAs from affecting their 
elig.ibility for govemmenl assista.n<:e. 

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

Sbermden explains the significance of the 
IDA 1anguage, "The policy precedents are 
bold and sweeping, (1) asset building 1S 
now on an even fOOling 'With income 
transfcr as ~ policy option, and (1) through 
IDAs, assd limits are virtually abolished 
in m¢3ns--tested transfers," He further 
nOles that with current AFDC 
expenditures tOlaling $12 billion. state 
block grants could translate into tens of 
millions of dollars for IDAs without 
reducing maintenance support 

The IDA provisions were introduced by 
Senator Dan Coats (R-iN) who is also <:0* 

sponsor "'''th Sen, Carol Moseley~arnun 
(DwlL) ofS1212. the Assclsand 
Independence Act. which would ereate a 

50.000 account $100 million rutiQruil IDA 
demcmstrati(m, House budget commiuee 
chairman John Kasich (R·OH). wrn:. 
introduced tile Assets and Independence 
Act in the House, played a pi"vtaI roll in 
steering the welfare reform IDA language 
through the cunference committee, 

tn several respects. the IDA amendmenl 
mirrors S1212-it provides that only 
tamed income c<'1ft be S3\'ed in lDAs. 
designates non-profit community-based 
organizations as custodians of IDA 
accounts. and pennils IDAs to be used for 
education. homl!O\\'nership, and business 
capitalization. It does n~t however, 
provide additional federal funding for 
IDAs, 

To utilize the IDA provisions, v,'hich are 
one of tIle few specific initiatives endorsed 
in the legislation, stales would bave 10 
include IDAs in their state plans. 
Community groups eager to launch IDA 
initiatives including 'welfare recipients 
should begin educating state officials on 
the wisdom of including IDA provisions in 
their plan. Stares need not utilize block 
grant funds 10 matclllDAs in order to 
disregard IDA s.win~ 

By creating an infrastructure for IDAs and 
stimulating mcmentwn for asset.~ 
development the welfare refonn bill is an 
important step in paving the way for 
passage of broader IDA legislation ne:-.i 

session. Already, Senator Co.'!t! has 
commiited to re-lntroduce 51212 in the 
next Congress, and. is increm;ingly 
optimistic that it will pass. 

,,' In This Issue'.· ' 

= 
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Call Your Senators and .t\k them to eo-sponsor the Asscu and Independence Act (S1212), Thi~ legislation would authorize il 
fcderally~fuDded 50,000 a-ccount. S100 milUoD IDA Demonstration Program. Senators interested in co-spo'nsorin{! the bill should 

caU Vince Ventimi~lia in Senator Dan Cnats (R-lN) office at (202) 224¥1t.3.3. ..... '" 
Under the new federal welfare law, states must $ubmit a State Plan 10 recci,"c their Temporary Assistan~e for Need, Families 

(TANF) Block Grant.. Community groups should contact their state leg.Islalon and government officials (0 ut1,t: them to iru:::lude 
mAs in tfleir State P.lans wflieh will nGt only allow states to take advantage of tlte asset accumulati-on diSl'l!gard, but al$U ereate 

an infrastructure (or tDM with the option of funding them with TANF grants. , , , 
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Landmark Private IDA Demonstration Planned 

The Corporation for Enterprise Development (Cf'ED) and the Center for Social 
Development (CSD) ofWasbington University are in the advanced planning St.'lges of the 
first large scale test of the efficacy cfJndividual Developmenl Accounts as a route to 
economic independence for low-income Americans. 

The privately4"unded Oownpayments on the American Oream Policv Demonstration 
(DAD) "'ill establisb at least 2,000 IDAs in low-iIteome commim.i~s across the counU)" 
Up to (en commuruty-based organiz.ations (and their states) will be selecr«l Ulfougb a 
competitive process to mount local initiatives using different btlt compar.l:ble desigl1s. 
Most oftbese initiatives will be small (100 aecounls), btlt at least two ",ill test Ole 
community impact: of largtt scale demonstrations by establishing 500 accounts or more. 

CFED will coordinale tile demonstration by raising and managing funds.. conducting the 
selection of participating organil3.t.Ions. convening semi-annual meetings of 
demonsuation participants. providing kChnical MSistrutOe, and spearheading stale and 
federal (Kllicy development and media outreach. T1Ie Cenler for Social Development 
(CSD) of Washington University \\ill CQnduct <In e>.lensive seven-pan evruu..'iUon which 
\\ill examine hnplementation. goal altainmenl.. savings behavior. household outcomes. 
community outcom~ retum on investment, and policy and program implications using a 
variel), of evaluation methodologies_ 

As currently envisioned. DAD will span a seven }'e.'U' period beginning Witll one year of 
planning and set-up, four years of openuion, and IwO ye:trs of post progrrun [ollow-up" In 
rot.'ll it \\-illieverage $11 million in resoul"CeS over that period. \\-ith $4.8 million allocated 
for the accounts of tow income Americans (ofwlikh Sl uunion'is their ov.-n savings), $2 
million covering the operating and uaining costS incutred by participating community· 
b.1sed organizations, $2.5 million (0 cov('r UII'~ organization. technlC31 assistance. poliC)-­
advocacy, and public education. and S1.75 million fOf evaluation. CFED plans to send 
out a request for proposals for DAD in fall ]9%. ' 

FQrmore in/ormation, ccntocf: lJrian Grossman al ('FED. 777ly'orlh C.apitol Sf" NE, 

Suitt! 410, Washington. DC 2(j()()2, Tel.;: (202) ,;Q8M 9788, Fax It (202) 408~9'793, 


i 

IDAs Surface in Presidential Campaigns 
than four years ago, then presidential candidate Bill Cllntun 

for the creation of [ndividual Development ACOGIlnts for low­
as President included th~se s.1vings accounts in 

first welfare reform proposal. As the 19% Pre$idenfiai campaign gets 
..,,, hll' swing, IDAs under various nameS have not only come to the 

auention of tile President. but also Republican candidate Boo Dolt;;, .and fanner Colorado 
Governor Dick Lamm, an unsuccessful third p.lrty candidale, 

I 
To develop his economic plan. Dole convened an adYlsory group of six conservative 
economists including Nobel laureate Gary Becker of the Unh'ersity of Chicago. and a 
former bead of the President's Courn::iI of Economic Advisors. Martin Feldstein of 
Harvard university, In a May 13, 1996 preliminary advisory memo. leaked w the Wail 
Strcel Jqurnal. tlle$e economists recommend dUll Dole's economlC platform include 
consideration of"personal security S3\+ings accounts" and -direcl fedt:ral contributions fO 
match the savings of low~iru:ome people," Dole'to e{nfiOmic plan includes several 
pnwisiolls to encourage sllvings and p/oductivc investment tllOugh it fails to level {he 
phiying field. 

Lamm, who unsuccessfully bid for the nomin.mion ofRos$ PCfOl'f Reform Party. bas 
proposed the cre.'1tion of a "National TIltifl Plan" which would ol(crhaul social security. 
moving the system from ~ pay·as-you·go S)lUcture to a fully·funded system of 
individually owne4 and privately invested Personal lllrit't Accounts, Lamm's proposal 
also calls for the government to m.'ltch the savings of low·incomc workers. 



A new project Coordinated by Washlngtoll 
DC-lxtsed Wider Oppol'tUnities for Women 
(WOW) will provide resoorces and 
technical assistance to community-based 
aCliviru and states on six strategies that 
promote self-sufficiency for Jow-income 
families including Individual Development 
Accounts and microemerprise 
development. (The other strategies are 
ruiopling a nev.' seW-sufficiency standard, 
targeting higher wage employment $eC1ors. 
integrating litcrncy programs with 
occupatjonal skills and family suppon 
prognltnS, and improving the access: of 
Iw'~income women to nontnldilwnal 
employment) 

Cindy MaranCt. Execu(ivc Di~or of 
WOW explains that the project. a joint 
ventute with tbe Corporation for Enterprise 
Development, tile Ms. Foundation for 
Women.. and the National Eronomic 
Development Law Center, responds to tile 
"disappearnnce of many of the federal 
legisLatlVc provisi(ms that had supported a 
deveropment agenda for low..income 
families," 

~Collecti\'ely. we detided that the changes 
required new vision and creative 
solutions," nmes Marano, "II was time to 
rot! up our sleeves and consider a new 
npprooch." Key project activities \\ill 
include the development of a resource book 
(}f\ the six strategies, legislative ana1yses of 
federal welfare and workforce development 
bills, funding and technical assistance to 
local activist groups to achieve policy 
implelflentation of the six smnegies, and 
lechnicn.l assistance to other stales 
inleres1ed in adopting the six strategies. 

Pilol work in Ule project ,",ill be done in tlle 
Districi of Columbia and California. Otber 
targeted swes include: Georgia, 
Pennsylvania, North Carolina, Illinois, 
Minnesota. Texas. Montana. and Oregon. 

To find QIJI more a!;oul rhr! Project or to 

see how you can parficipate, contact: 
Cindy ,~{orono or Sandro Valt Fossr!1t at 

WOJv: 8/5 }5tit Street, Nrv, Suite 916, 


WashinglOn. DC 2(){j{)5. 

Tet II :?ol~638-3143 


Fax t 202~638~4885. 
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Survey Finds Lack of Downpayment 
Biggest Obstacle to Home~wnership 

Fannie Mae's 19% National HoUsing Survey reveals 
Americans of aU rnrome groups believe homeowuership 

is central to their achieving the Ameriarn Dream, Most 
notably, 52% of Americans. surveyed cited not lUlviflg 
enough mDney for a downpaymenl as an obstacle 10 
homeownership, The SUf\'cy also reveals thai for iow~ to 
moderate-income renters.. owning their (I\\'ll home is the 
most important goal III their lives. Otller M(cworthy 
findings; ,,, 
• 83% of Americans bclie>.'e homeow:rn::rship makes a bei\er 
home life for ehttdren than does renting. 

, 
• 43% of Americans feellmmeownership is wilhin reach for 
people 2S to 29. compared to 35% ~our years ago. 

• 63% feel finding 11. qualified buyer fo! II home is vel)'/f.1lrly 
easy, compared to 45% ill l?92. 

While lens of thousands with low- to moderale~inromes have mOved into homes in the 
past four years.. homco\\ncrsrup remains elusive to a large nUlflb¢r of low-income 
Americ:ms. s.e"enty~sjx percent of low- to moderate~income ren:lefS f"qIOrt Ihlll ther rent ' 
because of tht:ir circumstances, not as a maHer of choice. 

June 1996 brought Ute deatbs of legislative style !.l.lat was highly regarded 
COllgressman Bill Emerson, a Missouri among his coUengues. 

RepublJcan, and lustine Petersen. 
, 

Justine Petersen vms one of the nalion' s 
Managing Director cl'the 5t Louis 

path~breakin3 organizers in community
Reinvestment Corporation. Beth made reinvestlnent Working for ACORN in
important contributions to asset building tlle 1980$ and early 1990s, she negotiated 
policy and community development. more than five hundred millioll dollars in 
Rep. Emerson. as tllc"f'anking member of lending packa,tes'for lo\V~illcome nnd 
the House Select Committee on Hunger. minority homeowners\ltp. Ms. Petersen 
cO-$pOl15Ored with Rep. Tony Hall (D­ ,'vas justifiabl)' proud that these loans had 
OH) the first federallegis.lation calling for extraordinarily low default rales. To 
an IDA demonstration in 1991. 111i1O bill, protect against default she pioneered the 
in several different versions, has remained use of an escrow s,:willgs account with 
influential ill Washington. President monthly depoSits [() be used in case of 
Clinloll included it in his 1994 welfare family emergency. In her position will: 
reform proposals, and Senators Dan Coats the 51. Louis Reinvesunent Corpora!ioll. 
(R-IN) and Carol Moseley-Brnun (D~fL} Ms. Petersen designed a plan to expand 
have re-intr-oduced iI in the cumnt this s.:l\'mgs mec~nisrn to create 
Congress. Mr. Emerson, a conservative. individual developrnent accounts. She 
was a faithful supporter of anti-hunger was loved and cherished by Ihousands of 
and community development legislation, S1. Louisans whose families a.nd 

commuruties benefited from her WOrk. 
He e)\emplified 11 constructive, bipartisan , - Mic:bael Shena-Jen 
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The Poor Do Save, CDCU's 60 Year History Attests 
('""'\ommunity development cm.tit union's 
\.....-(CDCU·s) 60}Ut history of 
promoting savings among the poorest 
oommunities in America is strong proof 
tfun (he poor can and do~, First 
formed in the 1930s in African..American 
communities {primarily m the South} that 
were demed aec:es.s to credit and financial 
services by other financial institutions, 
COCUs provided savings facilities and 
loans to its Jow-inrome member!;, 
Historically, CDCUs have gathered a 
large majority of their assets, in the fonn 
of member savings. from the low~incorne 
communities that IMy serve. 

The Nation-'ll Federalinn ofCommunity 
Development Credit Unions (NFCDCU) 
report!; that as of December 31, 1995, 
there were 127 CDCUs in their 
membership nationwide wbich had an 
average of 1,352 savers per institution 
(for 11 total of Ii1,104 savers). these 
CDCUs served nearly four savers for 
every borrower, At lhe end of 1995. there 
was over $250 million in savings. at 

CDCUs with 001)' 9l'/a of aU CDCU assets 
wming (in the form of non·member 
deposits) from outside of the communities 
that they serve. While the average 
savings baJance .of CDCU savers ,""-as 
more than $1.200, the median fantiiy 
income for CDCU members ",'as $19,000. 
The performance ofCDCUs clearly 
demonstrates that l()W<.lncome families 
tan save significant atOOllOts. 

In I1!CCnt years, CDCUs have e,.':pandcd 
the ronge ofproducts and services that 
they offer to flO\\' include mortgage and 
sma)! business loans, chtcking aC(()unts. 
and ATM access. At the same time. their 
cenrral mission to promote thrift in 1m\,* 
income communities has remained 
consllUlt throughout their 60+ years in 
c.-.:iSlence. 

Given their experience with saving and 
k.lw*lncotne communities. and their statuS 
as insured depositories, CDCUs are now 
embracing Individual Development 
A(;COUnls. Already, ""'0 CDCUs {Near 
Eastside Community Federal Credit 

Union in lndiana'polis. Indian.,'} and 
SCICAP Credit Vnion in LeQn. Jowa) are 
participating in IDA. programs, SeveroJ 
olller CDCUs nre already actively 
developing initiatives, MOreO\'cr. the 
NFCDCU has received funding from tbe 
Charles Ste\\'lIrt Mott Foundation and the 
New York Comn~unhy Trust to develop a 
broad program (Or COCUs seeking to offer 
IDAs 10 NFCDCU members, 

For more iff/ormation COnfOCt 

A/organ Sandquist, A'FCDCU, 
no WaU Sfreer. 10th Floor. 

A'ew York, N}' fOOO). 
Tel.;: (212) 809-18$0 

Fax~ 1112) &09·3274. 


New IDA Legislation in the House 


On May 16. Congressmen Watts (RoOK} 
and TaJenl (R-MO) introduced H,R. 

3467. Saving Our Children: The American 
Community Renewal Act of 19%" The 
centerpiece ofthe legJs!ation Is Ule cre.ation ' 
of 100 renewal communities (and the 
repealing of existing empowermenl z.one 
legislation). 

In addition to receiving special 13.'1: benefits, 
and targeted federal assistance, Ultse 
renewal communities w0\11d be l'Iuthonl.ed 
to eStablish Family Development Accounts 
(FDA) for community residents. EITe 
redpienl$living in a renewal community 
would be able to put a portion oftlteir credit 
into a s.ovio&s account dUll would recei','e a 
federal match, All withdrawals from FDAs 
would be tax free for the purChase of a 
borne, post secondary education. or creation 
of a small business, Contributious to FDAs 
would be limited to $2,000 in unmatched 
income for a one year period and the federal 

malch would be: ftmded through Social 
Service Block Graul (SSBG). 

On Ju~ 25. Congressman John Kasich (R­
OH) and Senator Dan CoalS (R-IN) jointly 

launched phase II of U~ Project fur AmeriCan 
Renewal-a comprebensive legislative 
package aimed at reinventing federal 
programs targeted 10 poor communities and 
individuals in poverty. Kasicb has recently 
gained notoriety for his leadership in tllC 
baule to cut federal spending.. His support of 
fDAs indicales that even the most fiscally 

conservative congressional members 
recognize ihe importance of assel" 
building 10 Ihe U.S, economy, 
ihe omnibus bills (fUt 3716 and 
$,19(4) package the 18 bills previOUSlY 
introduced iii the Senate by Coots into 
one bill-including tile IDA 
Demonstration authorized at S)OO 
million over four ;'ie'irs While tile 
legislative package is unlikely (0 pass 
during this congrcssitmal session.. 
Senator Coals 11m; expressed his 
commitment (.0 pursuing tile Project for 
American Renewal in the 10511\ 
Congress. 

For more information on the progress 
ofJDAs iff Congress, contac': 

A1ispn Ff!ighnn nt 
Rober! A.:Rapozn A.rsociares, 

601 Pennw/witliaAl'e., NW, ,!.,'uiteSJO. 
JV~Jhington, DC 20004. 

Tel. Ii a02) 393-521$ 
Far Il' (202) 393*$034. -

http:l'Iuthonl.ed
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or below 50 percent of area median
In each program, eligible families {witll 

receive up 10 3:1 match. fiom Sl to
incolnes less tllan SO% of the area 

65% of area median receive up to a 
median} open savings accounts with a 

2:J match mtc. and from 66 to 80%FHLB member financial institution (e.g. 
of area median receive up to a 1:1

savings banks, commercial bank, savings 
malch. AnnlU1J appropriationof$l

and loans). The families then auend a million. ~ 
mandatory homewTlcrship counseling 
oourse and make monthly deposits to their • Fm.B of lmhanapolis: Matches 

T111:: Federal Home Loan Banks of 
Pittsburgh and Jndianapolis have 

introduced progrnms that match the 
S3\ings of low-to-moderate income 
families toward downpayment and closing 
CQS!S on a first home These two programs 
come on the heels of matched sa"';'Jlg;;: 
programs introduced by the F1:JI..Banks of 
New York and Seattle during the past 
year. 

'fhe FHLBNY issued rules for it$: 
matching savings program in July 199$ 
and announced the program to its 
C{1$(omer base Ihal November, It already 
boasts 1)0 families currently in the 
savings process and another 100 who 
have signed up, It has committed $2 
miilion to i.ts program for J996. Seattle 
approved its program in February 19%. 
While each FHl.B has its Ol'-" match rale. ,	match cap, and annual budget, the four 
prognuns bave SC\'eral common clements,I

dedicated savings accounts. Upon 
completion of the homeownership 
counseling CQurse and a minimum 10 
month savings period (Indianapolis does 
not require a savings period). the 
(amities' savings are mat<:hed by the 
FHLS. 

Here is how the programs differ: 

• 	 FHLBofNewYQrk; Matches 
s,"Ivings at 3:1 rate (Ulree dollars 
nwcll for each dollar saved) up to 
$5,000. Annual appropriation of$1 
million. (For J9%, New York has 
merged it'S 1996 and 1997 funding.) 

• 	 fHLB of $e"lftle: Matches s;wings at 
J: I mk: up 10 $3.000. Annual 
approprialjon of $( million. 

• 	 FHLB of Pittsburgh: Matches 
savings based on income level up (I 
S$.OOO. Households with iIlcomes at 

savings::ll 2: 1 rate lip to S4.000. 
Anm.ud nppropriation 0[$500.000., 

Additionally. FHLBanks of Atlanta and 
Topeka are now de\doping m."Itching 
savings progran:s. Delails ha\'e not yet 
been released. 

The FHLBnnks of Chicago and Des 
Moines are also operating programs to 
assist potentia! lOw.jncome home01l.-11crs. 
TIlese programs. with $1 million onnual 
appropriations aUd mandalory 
hotneownersllip Counseling ptOYisions. do 
nOI require matched savings. 

For more in/ormalian on rlre matchltd 
sqvings'concepl, contact 

Paul Heroux nI the Federal Home Loo" 
Bank o!Xr:w York, 

7 World T rode Center, Floor 12, 
Nell' York.. ,l1/ew York 10048, 

Tel. 11 (]06) 340·]300. 

,:::, ,:::::: : 
Tufts 

• 
Founded in 1990. the Tufts University Center on Hunger. 

Poverty and Nutrition Policy is a powerful ally for refGrmation 
of f«1erai and state laws which inhibit asset accumullttiQn for the 
poor. 'fhe Center's mission is 10 advance public policy choices 
which reduce hunger and poverty. and enhance dIe development 
of and productive capacities of Americao families aud children. 
It conducts research on asset·building among low~income 
Americans and on state asset-building policies. 

It has recently released rW(J studies 011 assets "Asset 
Development Among America's Poor" e...amines trend..: in Ilte 
distnbuiJon of income and wealtb among HIe poor and nOll-poor. 
The Center's most recent study, "Economic Setwity Among 

, Amerka's Poor," tmcks the tmpac:t ofSlate welfare waivers on 
asset accumillation, The Dire(:ror of the Tufts Center, 1. Larry 
Brown, notes that while. historically. federal polici(!s "'have 
helped millions of Americans 10 develop 'assets'..JItis fonn of 
federal assistan~e typically is n01 available to the nation's poor." 

He explains that in response to federal asset limitations for Ule 
poor, ~35 $1.atesllave clt.1nged their welfate policies il~ a massive 
form of c:'\-perirneniiltion.... This document gives. readers a 
summary of tbe most positIve 1Ispeets of what is being tri~ by 
states." 

John Cook and t..<mro Siu;:rnmn. 3Ulhor$ of the wah er study, omw 
on unpublished material provided by tile U.s. Depanment of 
Health and Human Services on 38 welfare reforol waivers they 
have approved and 21 waiver requestS thaI arc still pending. 
They conclude Ilia! -State waiver provisions approved by DHHS 

'can have an impact on recipients' income levelS. {heir 
accumulati(!ft of pl1ys:ical ()r financial assets, alld their 
development of human capital." 

To obtain a copy oj "Assef DevelopmenT Among America's 
Poor·' or "Economic Security Among America's Poor, .. COntact: 
Cenler em Hut/ger, Poverty and NUJrition1P(llicy, Tufts University. 
Medford, N£4 Q11.55. TeUt (617)627-39$6 Faxtt {6J7}627~3{)20. , 

= 
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session that calls for a S2oo.0oo appropriation 
from tltt:: General fund to the Department of 
Commerce t\) be usCd as matching funds for :\ 
3OG-account IDA demonstration for Work First 
participants, Additionally. tile working group 

Since Januruy of this year, a v.'Orking 
group made lip of rcpresentati,·es from 

communily-based organizations. suite 
government. community development 
firumciaJ institutions. and public housing 
autllorities, as \\"ell as advocates for the " North Carolina h., drafted a -Work First lDA Proposal" ""',

'-___ ___Iit w1l1 present wthe state'S Department of poor. women and minority oconontic 
development. have been meeting 10 bring 
Individual Development Accounts to North Carolina. The 
working group has focused on launching three fDA initiatives. 

HOfficowncrship IDAs 

The working group has convinced the North Carolina Department 
or Commerce's Division of Community Assistanee (DCA) tQ sel 
aside S250.0OO of its "community empo",..erment" funds for 1997 
fOr an IDA homeownership demonstration targeting \vorking 
families who are on the cusp of buying a home. The 
demonstration calls fnr the establishment of ISO IDA nCCQunlS 

over a two-y~r period at three sites., ...1m a 2: I match rale and a 
$2.000 malch ceiling. At ea£h site. the demonstmtion \\ill be 
implemented by a CDC or nonprofit partner that has an c;..;isting 
clientele oflower~inC()me residents and some past e~:perience 
WQrking with COnG and/or hnmeov.'IH.':l'Ship programs. 

Welfare Refurm: Setf-Suff'lCiency IDAs 

The wQrking group has also helped draft legislation submitted 
willI bi·partisan co,sPOl\sors};IP during dIe current legis1:Hivc; 

Human Resources. the agency responsible for 
implementing Work Firs!. This proposal seeks. forma! ioclusion 
ofIDAs as part ofWod:. First and calls fot a budget ofS9oo.000 
for matching funds, admimstrative expen$eS, and training 
e:\-penses for a 300-aCCOUH! demonstration in four sites over Ihree 
yeats. I 

MicroenteqJris<: IBAs 

Finally. ii microcm<:rprhe subconuniuee of the 'working group has 
drafted a proposal for an IDA demonstrat.ion that would focus Oil 
WAs as a tool iu the Slart-up and grm,"~h of mieroeoterprises by 
the poor and working poor. Tit!;! worki!ig group 1,\i1l present this 
proposal to the Department of Commerce '5 Fin;tnce Center which 
already uses Small Cities CDSO funds ,to S\!pport the 
development of mieroemerprises. 

For more in/ormofion 0" llJAs in No)'it Car'olina. contact Carl 

Hi.!t at CFED South. 1819 Eost Franklr" ,<"~nuU, 


Suite ]2()OJ/. Chapel Hill, NC 27514. 

Tel.;: (919) 967-5500 

FaX# (919) 967-2;244. 


I 

Ten,"!es~.ee Pa~~es ~qA Leg~slatio~

=" , I 

Beginning in August 1995. the Tennessee 
Nttwork for CommuniI)' Economic 

Development ([NCED} drafted and advocated 
for legislation to support the establishment of 
an IDA pilot program in Tennessee. This 
draft which \.\1\$ inuoduet.d in the 1996 
legislative session as Senatt Bill 2983 TennesseespOnsored by Senator Harper. and House Bm 
2&91 sponsored by Representatives Pruitt 
LangS1er, Bro\\T!, and Broot.:s, was incorporattd into the Families 
first Legislation which passed tilt Tennessee Legislal\lre in April 
1996 and was signed into law by Tennessee Governor Sundquist. 

nH~: purpose of the law is to create an opportunity for AFDC 
recipients to build assets as a transition 10 self-sufficiency, Six 
urban and six rural communiti~ in Tennessee. two in each of the 
gland divisions of the state. \\-'ill partiCipate in tile dtmonstrntiou 
project. 

In the selected communities. AFDC recipients may deposit up to 
$5,OOO-in a special savings account designated for the purchase of 

a llQme. to secure' .. PQSt~secol\dr~ry 
edUc.1lion for ttk!1'nse\ves Qr their :;:liildren. 
or 10 Slart or expand a business venture. A 
waiver request w.hich is currently pending 
m the office of tile U.S. Secreta.)' fot Health 
and Human Services.. and CJI.-pecled to be 

Iapproved before the Tennessee initiative's , . __--li proposed September 19'% start date, '\\11.1 
- disregard all IDA' savings when oompuung 

AFDe and Food Stamp eligibihty. 

AltllOuglllhe law is directed 10 Arne recipients, IDA groups 
will be comprised of a wlce cross sec!iQU of low- to moderate· 
income individuals. Currently. TNCED is comacling prh:i1Ie 
seclor sources 10 obtain matching ful~ds (or $owings,. 

For more in/ormation, contact Michele Flynn, Tcnrlessl!t' 

Ncm'Ork/or Community Economic DevelopmenT. 


P.O. Box 23353. No.dlYille TN 37046. 

Tel.:; (615) 395w434i 

Fax:: (615) 256·9.'06. 


• 
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, :. State News . 

DC Groups Plan Group IDA Model 

Until 110\\'. IDA programs have been 

bosted exclusively by the mos.t 
comprebensive and innovative oommuni()'~ 
based organizations. nationally (such as 
Eastside Community JnvtStments in 
Indianapolis, Women's Self-Employment 
Project in Chicago, and ADVOCAP in Fond 
du Lac, Wisconsm). While clients of smalJer 
and less advanced community-based 
organiutions also need to build their assets: 
!D achieve selr~sufficicncy. small community 
organizations often lack the resources to run 
their o'wn IDA pr~ Now, $CveraJ 
Washington. DC community based 
otganizations have joined forces to plan a 
collaborative IDA program that wiH allow 
smaJler speciaH~ oommunity..t>ased 

~ organizntions {() offer 10As 10 their clients. 

. Community News' . 
, I 

E:::::><:::pc::;l.-.ds 
t='" rc::::> 9 rca. r n 

The Women's Self~E.mployment Project's 
IDA progmm is now seven months old 

and its more than 30 participanlS-aH 
AFDC recipients and business owners­
have saved over $4,000. WSEP is proud to 
announce tbal: all participants are 
succeeding in meeting their savings goal 
WSEP bas e;\1ended tbe enrollment period 
and expects up to 30 additional enrollees: 
Ihissurnmec 

WSEP hal! already seen an increase in 
confwence and hope among the IDA 
account holders. For example. Arincz 
Gilyard.. O\\'net of a day care center and 
among Ule first to join the IDA program. 
11.3$ already lransitioned oilof public 
assimnce: "Through my participation in 
the IDA progrnm I've learned that r cannot 
go from check to check. J need savings as a 
cuslnon since I'm the sole bft3d\\inner of 
my family of three cltildren. The IDA 
program has enoouraged me to save more 
than tlle minimum. llm"e a sense of pride 
when I gef my monthly bank: statements, 
because lhey show that 1 am progressing." 

Panicipants also aliend bi~monthly Money 
andAssets economic education sessions, 
Recent sessions have focused on the global 

Running a stand~alone IDA program 
requires commitment on the part of the 
bast organization. It requires a sizable 
piece of the executive director's time, a 
fundraising eommitment, a relationship 

of weAlth in the United States.. The 
sessions are follo\\'ed by an informal 
nelworking luncil. 

For mare in/ormation. (;()ntacl SIIerri 
Moses at the Women '$ Stlf-Emplo;vmenf 

Project, )0 N. CfOl'k Slm!!, 
Suite 700, ChiCago, IL 6(}(j(}2. 


Tel. , (3J2) 606-11257 

Fax <(312) 606-9215. 


\\ith a financial institution. the 
develOpment of .an economic literacy 
curriculum, on~going technical 
assistanCt, lIomoo\\'I'lership and 
microenterprise training mechanisms, 
and tllt~ creation of a management 
truonnatioo system. By combining forces 
in a group IDA initiative. participating 
DC organi7.atiOI\S hope to slwre many of 
{liese responsibilities. 

The DC groups (wliich inctude 
com'munity deve~opment corporations, 
transiljouru housing organizations.. and 
mkroenterprise groups) have already 
held three plnnning meetings 10 design 1I 
city~\vide initialive, OriginaUy Convened 
at meetings sponsored by the Moriah 
Fund. the DC groups are looking into • 
which functions of an IDA program 
should be shilled by the collaborative 
(such <1S fundraising) and which sliould 
be housed at (!.,'jctl participating 
organization (such as one.-on-Qnc 
counseling). Together, they are also 
working to develop lantua8e for a citj'~ 
wide waiver for fede::raI asset~ 
accumulation limitations for AFDe 
recipients. 

For more in/ormation, conttlC!: 

Brian Grossman aJ CFED 


777 l',arlh Capitol Slreet, NE, Suite 4/ () 

ltashington, DC 20002. 


Tel. # (202) 408·9788 

Fox/! (l02) 40lJ~9793. 


~=~-
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. . ; Community News 

ADVOCAP Launch~s IDA Projf!ct 

ADVOCAP. 3 community 
action agalCy in Fond du 
I..ac, Wsswnsin reports that 
fifty families from its three 
county service area are now 
In the Pf!')C($S of opening up 

ao::ounts, 

participants are m.:civ~ 
ing pLmning and budgeting 
guidatlce from their ca.st 
managers. Tina Polter. Pro­
jed Coordinalbrof ADVO* 
CAP's IDA program ex­

plains: "slnce families were recruited 
from ADVOCAP programs like Head 
Start and the Home Qo..\'1le-rship Program. 
they already start off wilh Ii worker "villi 
whom [hey haye an established relatioll* 

ship "ill" This eases apprehensions fami­
lies ha\~ about discussing bow they speud 
~ir money and make developing a savings 
plan easier, In fac~ many families were 
already working with tlieir<.;as= managers 
on budgetillg Issues," 

Ai of the end ofMa),. 2S families had 
opened accounts with participating banks. 
At the beginning ofeacb month. banking 
representatives send ADVOCAP copies of 
participants' account statements. ADVO­
CAP uses the bank stalemc:nts to prQduce 
monthly IDA S1atcmc:nts that show families 
how much they have saved and generaled 
in IDA match and spent 011 ~Is. After 
only two montlis. familie$ have sa ...-ed 
$1.534. >,elding $6.136 in matched lOA 
dollars. One Chmily, iu\-\.}lved in ADVO-

CAP's Business Development Program, 
has: already purchased three pieces of 
equtpmem to use (In future work orders., , 
During tbe next phase of AOVOCAP's 
IDA program partJcipants "ill attend 
erouomk literacy workshops structured 
to enhance their fimmcial managemcnt 
skills, 1 

For more in/Ortfl(J/iofl on ADVOC4P's 

IDA program, contact, Tina PCffer at 


ADVOCAP, P,O. Box 1lOS. Fond rili 

lAc, WI 54936*J 1()8. 

T~/. ii (4}4) 921~7760 


Fdx:: (414) t;12~72f.1.
, 

Severa.l graduates who spoke at tlle 
commencement ceremony c:-.:pressed dmt, due 
to the economic literacy classes, they now have a greater sense 
of conlIol {}Vef clloices they can make in their lives and 
knowledge of different ways to prioritize and organize spending 
and investment Graduates .also c;o.'Pre5sed interest in learning 
about i.nvest.ment opportunities that would enh.'lnce their 
financial wealth in the long tenn. Purdue University facul£) are 
CWTcntly working \\llh Eel staff to write an economic literacy 
curriculum thill e:\:p1ic1lly l-eacilCS Income management (savings 
and investment) strategies that build wealth. 

Tbrougll March of this year. 140 participants in Eel programs 
have tDAs or HODAs in their Mmes at the Near Eastside 
Community Federal Credit Union. One-t1\jrd of tl!eSe 
individuals: nre contribuling their o\vn savings that are being 
matched 9;1 v,lth funds granted to Eel by the Joyce Foundation. 

Over the past six months. Eastside Fifteen roAs 11ave been used to leverage a 
Community Investments' (ECI) subsequent assel-three for home o\\llersbip. 

Individual and Home Ownership four for education. and eight fOf small business 
Devl::lopment Ae¢<iunts (HODAs) have investments. At ieast :two residents at Eel. 's 
grown oonsidernbly in several regards. In Ohio Stn::e( Townhomes e~:pect 10 use Uleir 
addition to significant account activity. IS HODA (0 purchase homes try' the faU. 
participants graduated from EO's firs! 
"C1X)nomic literncy" coot$( taught by Purdue IDA and HODA activity varies across Eel 
University Extension trainers, The graduates programs that offer these investment tools. III 
are panicipants in EO's Basta and Home two of rile programs, Special Needs Housing alld 
Ownersbip progrnms. and five of them will Basta. approximately two-thirds of1he 
become trainers for subs«;uent croooIDic paniclpants saved money in Oleir accounts 
literacy training for Eel participants. through March 19%. In the Microenterprise 

program. all of tile participants have saved the 
maximum eligible for match (S7S). Nearly Qnf* 
third of the YouthBuild Students. and just over 

}Q\}n of Fast Track students, have s,'lVed in their IDM Severnl 
parti<:ipants have also opened savings accolJllts for their clllldrell 
wI\!} tlley relXnt deposil mouer fegularly., 
Eel IS encouraged by the jump in activiry and level of 
converSation between staff and participams during the p.'lSt year 
since Eel ins1ltuted changes that better coordinate StafT~$!aff tllld 

staff~participants relationships. 
• 

For more infomwfion 011 E('J's JI)A progra/ll, cor.((Jcl: 
Gina Davis, Eastside Communi(v Jnve,~ln1<mIJ, Inc., 
~6 North Ar"enal Allenue, IndiartapoUs. lN ./6J()/. 

Tel. # (317) 637-J3(J{) 


Far it (317) 637~758r 


I 
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: 	 I IDA Development ,, , 

IDA NET •• Individual Development Account Learning Network 

having ready and continuing att'le5S to the e.:tperience. lessons. 
and ideas of their counterpartS. To promote the most rapid 
learning and exchange possible. the Corporation fot Enrerprise 
Development, in eonjW\ction with the Center for Social 
Development. will soon introduce a fom1ruleaming nefl','Qrk for 
ptaetitiontrS and policymakers interested in forwarding 
Individual Development AccountS. 

Members of IDA Net \\ill receive: 

• 	 Annually updated design manual for community IDA 
programs, Designing four Own Individual Development 
Account Demonstration. which preset\ts key design 
principles and describes the components ofexisting IDA 
initiallves in detail. 

• 	 Annually updated State individual Development Accowtt 
Sourcebook, which describes key design questions for state 
IDA initiatives and provides model legislation. 

Net 

Ov-er the nc,,1 few yeats, 

practitioners and polic),makers al 
the community, 'Slate. and federal levels 
will continue to create prototypeS for a 
national investment system based on 
funded, dedicated individual investment 
a«(!Unl$, The quality of those 
prototypeS is dependent on Innovators 

• 	 The Fedtrral indil'iduaf Development Accaunt }.fanucl. 
which describes fl!dcrn! funding sources:, IDA programs, and 
pending legisl:uion. I 

• 	 The Individual D-:ve/QpmemAccount Evaluation Handbook 
and monitoring p<'lcket, which conmins- model &U1'\'e,'s, 

monitoring loots, and focus-group protocols. . 


• 	 Ass!!!",: A Quarre!'~l' Updote/or ln~ovators UC\'islctter. 

• 	 The Cutting Edg(': lnnovariQII$lor. Prtu:fieiolters, a series of 
practical updates on ne\\' techniques for increasing the 
c;ffec:civeness of IDA initiatives. ' 

The cenferpiece of iDA !'Jel >\ill be ils inlerncth'¢ learning 
activities which will include: I 

• 	 The developmcltl of a series ofon-Ii'ne fnleme! forums wbere 
practitioners and poliC)1nakers: will wnsider key design 
issues, share !hcir e.xperiences. and discuss challenges 
confronting them. i 

• 	 Preferential iflVil."Ilions 10 confetences Md workshops on 
selecled IDA topics, 

There will be an atllmll! membership fee for IDA Net 10 defray 
some of the direct COSIS of materials, and practitioner p:micipallU 
\\ill be asked to P(j;wide semi-annualu3cking, upci.'ltes. An IDA 
Net membership application win appe.:"\f .in lhe ne\.1 issue of 
Asset.f, 	 \ , 

_____________~d___________.~____________________________~----------,~ 

j---. ­

Nine Suggestions For Communicating the IDA Message 

Since the beginning of this year. the Corponuion For 
Enterprise Development, with tile financial support of the 

J¢yC£: FQundation, has. 'worked with communications experts to 
better tailor tbe IDA mes:>.age to the American public, 
Mille:nium Communications.and the: public relations finn nf 
Bennett. Pelts. and Blumenthal conducted focus groups of 
Democrals and Republicans: and through their research have 
yielded a series of inSights 10 help guide IDA advocates in the 
transmission Qf our message. Among dIe findings: 

1. 	 Emphasize the outcomes ofIDAt.. especially 
homco\\'llersliip, but also business generation and education. 
Present IDAs as a tool that enables families 10 achieve tlle 
American Dream. 

2. 	 Emphasize IDAs' bj·partisan support, TIlei! advocacy by 
tl1.Ose on all points of the political spectrum signal that JDAs 
art unique and feasible. Moreover, individuals are tnQre 
likely to support IDAs if they know that lhe politicians they 
support are IDA advocates, 

3. 	Emphasize that IDAs help bUild Communities. Community­
based institutions, who will manage IDA programs. have 
broad public support Additionally, savings deposits into 
couununity financial institutions will build tbe financial 
strength of those communities. Increased homeownersllip 
and business eturepreneurslilp make communities stronger, 

4, 	 Emphasize tImt IDAs expand individuals' control over their 
eoonomic futures, IDA!> are not a govemmcnt program, 
mther a policy tbat helps people heJp themselves. IDAs are 
patterned after powerful and successfu'l savings inilintivcs 
(401(k) and IRA plans), J 

5. 	 Emphasize the s.wings componellt ofIDAs. Americans 
recognize Ihe Imponallce of savings to individuals !IIld the 
economy as a \\ hole , 

6. 	 Emphasize how IDAs prorno(e inclusion of the poor in Ihe 
eronomy. Bolli Dcmocrats and Republic{l1\S recognize Ihat 
penalties foe aSSCl building and earning inC<lme discourage 
positive behayiOl <lnd are counterproducti ....e. 

7. 	 Educat~ the public about tbe capacitieS of low·income people 
The public docs not recognize thaI poor people save. SIal1 
businesses. buy homcs. and pursue higher educatioll. Explain 
bow fDA! link !>lIvings to economic lit~rncy training, 

8. 	 Use terms which appeal 10 yOU! audience. "Family Savings 
Accounts," or "Children's Savings Accouuts" rcsonatl! wel: 
with most Americ.ans. ' 

9. 	 Emphasize the universality and inclusiveness of tbe long-term 
goal for lDAs-an .account in everyone's pocket. A Wliversal 
savings and invcstment system will prOvide.all Alnericnns a 
new and p<lwcrfu! 1001 to n:Wig.1:C Om! TUrbulcnt global 
marketplace ' 
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: 	 : Research 
Book Review. 

: Black Wealth . White WeiIth--~l 
Melvin L Oliver & Thomas M. Shapiro 

Tt is almost impossible to read Black WeolthlWhile Wealth: A 
Lvew Perspective on Racial ln4quality by Mclvin L. Oliver (tllt 
nev.-' director of aoti-pm'tfty programs for the Ford foundation) 
and Thomas M, Shapiro and ever again consider racial inequality 
witltoul reference to assets, 

The book eolle<:ts and pfe$t:(It$ the best Md most comprebensive 
data on palterns of wealth (net wolth) and net financial assets 
(wcrull) minus home and aulomobile equity which are not 
genernlly available for investment). Among the more stunning 
findings:: 

• 	 In 19&8, while the median income for atack Americans was 
$15.630 compared to $25.834 for Whites. the med.an ntt 
worth """as only $3,100 fQf Blacks versus $43,800 for wttites. 
and the median nct financial assets for Black Americans was 
$0 versus $6.999 for Whites. 

• 	 Differences in education, occup.'1uon. and dcmogrophics 
accounl for less; than';,'I third of dIe 3;1Sets; differentiat Race 
alone accounts for 50% of diff'crentials in illCOme between 
Blacks and Whites, 71 % oflhe differential in net 'worth. and 
76% of the differentials in net financial assets, Put aoolher 
\\ll}', tlH:: asset CO$! otbeing born black in America is $43.143 
in mean net wonh and $25.794 in mean nct financial assets, 

• 	 Almost one--third (31 %) of American households have no or 
ntgati..'C .financial assets, including over Wk of Black 
Americans. 54% of HiSpanics. and 62% of single p<!n:nt 
households, 

JuSt over half ofall Americans (55%) have sufficient net financial 
assets 10 tide [hem over more than tllree mOfi1lts withCltlt ajob: 
only 2l.l% ofBlack Americans, 27,$% of Hispanics, 33% of 
Americans under 35 years of age. and 21% (ifsingte p.vent 

,"""", Netflnaneiat 
Differential: Assets O\fferffilla!: 

$5,a~ 	 J26,7!M 

Net Worth 
Differential: 
. $.43,143 

households do. 


But the major contribution of Black Wealth/White Wealth is no! 

documenL'l.tion of the disparities. but:the understanding of what 

they mean and how they came co be: ' 


The burden cf our daim is to demonSU1l1e OOt simply me 
taken.for~gnuued assumption Ul3t wealth reveals "more" 
inequality .... More importanUy we sho\\' tbat wealth uncovers 
a qualitatively different patlern of inequality on crucial 
fronts,,,, 1t is ()Ur argument that wealth reveals a particular 
network of social relations and a SCI of social cir~utnstances 
tbal convey n unique ronsteUalion of meanings pertinent to 
race in America, This perspecth;e significantly adds to our 
understanding of public policy issues related to racial 
inequality: at tl,,:: S<\me time it aids us in deyeloping better 
policies in dle future. 1 

Indeed. Oliver and Shapiro e:..;plain tn gre..11 detail and with 
precise analysis. the history of raciall}' discriminll!or)' assel 
policies that have brought us 10 this juncture. They dem(}IlStr.Hc 
how at everv tum in the history of our country. Black Americ:ms 
were denied opportunities for building assets 'being supplied Ii) 
theit whife feUow-countrymen: the denial of the benefits of tire 
Homestead Act after the Civil Wac tlie disposscsskm of 
RecoosLrucuon and Jim Crow: the economic detour cf restricted 
marketS; the impact of oo::upationaJ segregation: the wfly the 
Federal Home Administmtion foreclosed homeo\\<ne:rship 10' 
Blacks UlfOOgh racia! C\}\'cnantS and other teebnitlues 3t Ihe \'t~. 
time it created suburbia and Ule affordable home mortgage for 
'Yt'h.iles; through to contemporary asset dlscrimilllltion in 
mortgage lending. tax, and welfare poUcy, They provide no 
analytic framework for assessing polic~es. detailing the 
'"mcialization ofpoJicy." the -economic detour:' and asset 
bolding patterns as die -sedimentation of past discrimination." 

In demonstrating the effectiveness and illl~t of paSl 
discriminator)' asset policies, Oliver and Shapiro also suggest the 
potential of future. inclusive asset-buildIng policies. "(Olut 
analysis clearly suggests the need for massive redistributiona! 
policies in order 10 reforge the links between acbie-.'emenl, 
reward, social equalii),. and democracy." Understanding the vas! 
impaci of past asset policies should en."lble us to craft the kind of 
as$Ct policies that cohere !o the requisites of the current economy 
and advance socia) and economic equity and vitality. Oliver and 
Shapiro endorse individual de'<'elopmeiu accounts as a prime 
SU<ltegy for accomplishing tIlis goal, while underscoring the need 
to address specific racial asset Inequalities and discnmintnion 
head on, In Ihis sense, Block Weal/MVhile Weallft is c:vidence 01 
possibility as well as;) call to aClion, The call is an ambitious 
one, but tllere are few callings higher than ~to reforge the links 
beh,een achievement, rew1\rd, social equality, and democracy:' 

--Bob Friedman 

http:dem(}IlStr.Hc
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. .. Research,. . 

Social Security in the 21st Century , 
Sherraden Addresses International Symposium on Social Security 

Marth n. 199&--..Jn the introductory address to open the 
international Symposium on Social Securitv in the 21st Century 
in Mexico City, Mexico, Washington Uni\'~rsity Profes.<m 
Michael Shemden outlined world ,"ide tn::n4s: in social security 
and presented a picture oftbe likely shape of soci3l security in 
the 21st ceruury, 

Sherraden explains his thesis: "As information 
tec:"tmnlogy reshapes t(;Onorruc organization" we 
will live thrrJugh major-and often chaotic­
$OclaJ changes. These will, in tum. dratnatkaJly 
reshape social security policy," Shenaden note$ 

that "in the United States in 18t.5, almost no one 
could have imagined that a hundred years bence 
in 1996.les5 than twopettent of the labor force 
would be employed in agricultufe".Just as the 
agricultwal era gave way to the industrial era. the 
industrial era is now giving way to the information era." 

Sbermden reviews 20th century social securiry policy and 
concludes Umt tlle "basic idea of domestic policy lwasl tu have 
an industrial ((:(lnomy that is prodUcti~ enoogb so that it can be 
taxed to provide for income for groups who do not reuive 
sufficient income from tJlC market economy.•. ,As the economy 
and social conditions change. income..oosed social policy is less 
amlless functional to the world we live in." 

Sherraden argues that industrial eta assumptions that mass. 
society can be sustained in' low skill employment that is stable 
over the long term are no longer valid, At the household level, 
20th century assumptions were that most pet'Jple wi1J have a 
long-t«m job. and social security potk:y would Stlpplement the 
inoome from this job. 

TIlt 2ist century reality, according to Sherradct\, is that as 
defined benefit social insurance systems came under increasing 
fiscal pressure, they ",iii be augmented and often replaced by 
defined contribution systems. "Indeed, by the middle of Ule 
tv.'ent}' first century, 1'would anticipate that social insurnnce will 
no longer be the dominant piUar in social security policy in most 
countries. It will have been replaced by capital accounts....!» 
the twenty-first century, we witt nQt tliink exclusively in tenus 
of social protections at Ute e>.-pen5e of economy growth. We will 
instead think ofsocial protections and economic growth." In 
fuel. many countries., including Singapore. Malaysia, and Chile 
have already shifted social security policy toward large-scale 
individual assel-based accounts. 

AccQrding to Sherrnden. a successful social securiry policy in 
the 21st century will integrate social policy with economic 
JX>1icy and provide fun funding (rather than pay-as-you-go). 
individual and universal capital accounls established at birth 
would become the dominant domestic jXllicy instrument. They 

\V(Iuld be fully vested and fully ponable (international agreements 
\\ooJd make a«QLints portable across national borders), providing 
a range of investment options (rnanage.d by the private sector). 
While mandatory work-related contributions \\ou!d be the milin 
funding soun:e, the state would work ~'ith the nonprofit and 

sectors to provide subsidies f~r the non-poor. 

Sberraden envisions:.l: future' where the boundary 
ween socia! and economic policy IMgely 

di."PI""'" at the household !e\'ei, where families 
can make tbeir own policy decisiomt Capital 
JK;COO.nts ",'Otlld become tile driving force of state 
social policy; ""These capital accounts would be 
sed not only for retirement $CCurit)', but also for 

housing, education. bealth Cine, ~nsumnce, 
investments, and other oomesrie purposes."

i 
For (J fX)fJY o/"SQCiaJ SeClil'llY in the:2 I Sf CenlfJry, .• COnfact.' 


The Cenler for Socinl [)eveiopmenl 

Washington UniwrSify. Ctmipus Rex J196, 


One Brooking$ Drive. Sf. Lorll~'t. AlO 6$1$0. 

Tel. '# (314) 935-7433. 


Resources 
Attention IDA Practitioners 

Ifyou are planning an IDA demonstration and !1:iVC not yet 
contacted elthtr the Corporation for Enrerprise Development or 
the Center for SOCial Development, We '!fge you 10 call Brian 
Grossman at CFED (202-4OS:~9"78a). or Karel! Edwards at eSD 
(J l4·<)):5¥ 743J} as soon as possible. ' 

* * *' I
I 

Exploring Asset-Building'oll tbe Inlernet 
Boilltlie Center for Social Development and EaSlside COlmmmity 
1nvesllnents have llomep.'lges on !lIe Internet dedicmed to asset 
building. To access these try: I 

Center for Social De,·clopment 
http://www.gwbssw.wustl.edu/-,,:sd! 
• 	 Contains research working papers 011 nssel·bnilding. IDA 

evaluation materials" ~ 
! 

Eastside Community In"'eStments, inc. 
http://www.enn.orglennweb2/2122_19a.htm 
•• Contains informatioll on Eel's asset·building programs.,, 

http://www.enn.orglennweb2/2122_19a.htm
http://www.gwbssw.wustl.edu/-,,:sd
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.! 	 iln This Issue ofAssets': A Quarterly Update/or Innovators 
, 	 . 

!IDA Provisions Included in New Welfare Reform Law 
I- The new u-elfare reform bill passed by Congress contains language that will allow IDAs as a permissible use of block granl 


funds and will disregard savings in Individual Development AcrounlS ff'Om eligibility considerations for government 

assistance, ' 


;New Privately F!,uded IDA Demonstration Will Leverage $11 million 
~ - The pri\,l1lel}'-fundtd Downpayment$ on the Ameri~n Dream Poliey Demonslnuion (DAD) win establlstl al least 2,000 IDAs 
, in low~incom!! communities across the COUIltfy, 

IFHLBs Budget $4.5 Million for Matched Homeownership Savings Programs in 1996 , ' 

i-The FedemJ Home Loon Banks mPittsburgh and Indianapobs have introduced programs similar to those alre.ndy in place at 

1 the New York and Seattle FHLBs which match the savings of Iow~t(}omoden\le income families toward: downpayntent atld 

l closing COStS on Ii first home,
, 	 ;

IAlso in this issue: 	 ! IDA Progr<tmJ Planned in Tennessee ,and North Carolina 

, DC Groups Examine Group IDA COI](t:pt 


Update on Community IDA Initiative!: 
, IDAs Induded in State Organizing Project for Self..sufYldency StrJ.tegia: 
, IDAs in the 1996 Presidential Campaign 
Interesting Findings (rom a National Survey on Homeo~'ne"hip 

Ilntroducing the IDA L«rning Network 
: Book Review of "BlackIWhite Wtaltb" 
,SlH:fT2den on Social Security in tbe 21st Century 

• '" 
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