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Abstract

After the American Dream: The Immigrant Experienctan Asset Building Program for the
Working Poor

by
Joanna Katharine Doran
Doctor of Philosophy in Social Welfare
University of California, Berkeley
Professor Neil Gilbert, Co-chair

Professor Irene Bloemraad, Co-chair

Individual Development Accounts (IDAsS) were instéd to provide low-income workers with
similar institutional support for saving funds ahuiring assets as already exists for those with
higher earnings (e.g. IRAs, 401(k)s, mortgage méerest deductions). The federally-funded
program was intended to usher in a new approacarttsiamelioration of poverty: one that
transcends subsistence and fosters asset-buillimgdissertation contributes to IDA research a
comparative examination of immigrant and U.S. hmarticipants in a San Francisco based IDA
program. Immigrants have been part of the program fts inception, but this will be the first
study that will explicitly consider this programisility for this group. In doing so, it contributes
to studies of immigrant integration programs.

In order to better understand the impact of IDAgardless of nativity, the first article in this
dissertation examines perceived changes in inteakgaving by participants who exited the
program for whom a pre-IDA saving intensity coukldetermined (n=23). Unlike IDAs
originally theorized, implemented IDAs are a tinmaited program. The question of whether
mere exposure to an institutional structure thatifates saving (through matching, training, and
rules encouraging deposits and discouraging withals) is sufficient to create ongoing
intensification of saving beyond program exit hasyet been studied. | find that exposure does
intensify saving for many, but those who reportetisaving before the program tended to revert
to not saving after the program. This suggestsdhgbing institutional structure could better
promote saving.

The second article explores the question of howqgieants use the IDA program towards the
asset goal of housing, particularly in a contextigh housing prices (n=12). This study is the
first to explore IDAs as part of a larger contekasset-building programs and personal
strategies. | find that an additional benefit oADIs in the linking with other agents, e.g.
through its mandate that participants finish HUDtGed training meant to diminish risk for
those making their first time home purchase. IDAdng is insufficient to fund home purchase
in any significant way. Funding from other down-p®ent assistance programs appears largely



missing. Successful home buyers tended to makefussusual opportunities to intensely save
money towards their purchase.

The final chapter addresses differences betweengrant and U.S. born IDA participants. The
final sample participating in this study (N=54) weasenly divided between the two groups.
Immigrants were interviewed in Spanish, Cantones&nglish. Screening procedures and in-
depth interviews were used to determine if natiwigtters for likelihood of asset acquisition,
changes in saving intensity, and perceptions optbgram. No differences between the groups
were found, with the exception of language barnmeentioned by immigrants.
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Introductory Text

In her notorious piece “Up the Anthropologist: $fectives Gained from Studying Up”,
Laura Nader (1975) rallies ethnographers to résestmpulse to study the impoverished and the
downtrodden, and instead to take on the studyeofitth and the powerful. A study that looks up
would also focus on institutions and organizatiansich she points out, have a considerably
greater impact on the lives of more people thaaraway tribe. The exercise would reorient
some basic questions:

“Studying up” as well as down would lead us to aslny ‘common sense’ questions in
reverse. Instead of asking why some people areyweaould ask why other people are
so affluent? How on earth would a social sciemgtlain the hoarding patterns of the
American rich and middle class? How can we explagnfantastic resistance to change
among those whose options ‘appear to be many?’ lmait come to be, we might ask,
that anthropologists are more interested in whgaets don’'t change than why the auto
industry doesn’t innovate, or why the Pentagon oiversities cannot be more
organizationally creative? The conservatism of sueljor institutions and major
bureaucratic institutions probably has wider imglions for the species and for theories
of change than does the conservatism of peasdNtyer, 1972: 6)

To be precise, she calls on anthropologists to @aakesrtical slice” in their inquiry — studying a
problem across classes, with particular emphasisstitutions.

Social workers take pride in studying problemsudiemeously from the three levels of
micro (individual), meso (community), and macrol{pg since the discipline’s inception. Yet
when focused on poverty, social workers rarelytudalth, let alone the institutional
mechanisms that make the accumulation of resoea®sfor some, and difficult or dangerous
for others. Michael Sherraden’s (1991) work is aception, in examining the classic problem of
poverty by looking at the institutional structufengealth building in the United States. He
illuminates two forms of social welfare. One is aigant to provide a floor of subsistence to the
poor through discretionary spending on social paogy that are publicly debated and highly
stigmatized. The other is the rarely discussedegysf aid to those more wealthy, fostering their
asset accumulation, typically through the tax systé&/elfare payments for the poor serve to
keep them at a level of mere subsistence, botheimmount of support and in the threat of
removing this funding if they should manage to salVéut the most meager amount. The stigma
that the poor accrue when they receive public fusdigs no analogue in federal spending on
those more wealthy, who rarely see mortgage inteaés tax deductions or lower tax rates for
capital gains as a form of public assistance (Sldem, 1991). And yet debts not collected cost as
much as money spent, if not more (Howard, 2001).

Sherraden proposed that if low-income workers wgeren access to similar asset-
building institutional mechanisms already enjoygdhose with higher incomes, they too would
save and accumulate assets. He also hypothesieassget-based assistance would have effects
on clients that transcend strictly economic gastated briefly, their perspective would change
to be oriented towards the future. Having a stdalesources that grow would provide greater



sense of control than income support alone. Toigeothe poor access to asset-building
structures, Sherraden (1991) proposed Individuge@@ment Accounts (IDAs). Much like
programs that support the saving of higher-incoroekers (e.g. 401(k)s), IDAs are designed to
motivate participants to save by using a combimadibfinancial incentives and financial
instruction. Sherraden’s original proposal calledd universally available system of saving
accounts with progressive matching for the pootparaging participants to save money for a
variety of asset goals over the life cycle. In efféDAs could create a clear institutional
pathways for the poor to join the middle class.

Federal support for individual initiative provpdpular for politicians on both sides of
the political aisle, rare at a time of bitter dedsaabout how precisely to end “welfare as we know
it.” Just a year after the contentious Welfare Reféct of 1996 was passed, the Assets for
Independence Act of 1997 (AFI), was passed as WEll provides the largest single source of
funding for IDAs. Yet the IDAs so instituted differ important ways from the original proposal.
AFI IDAs are time-limited (typically two years), raes tested (earned income within 200% of
the poverty rate, assets to not exceed $10,000ufdirg residence and one car]), with one-time
participation that forces participants to chooseveen asset goals (that is, higher educaton,
businesspr home ownership). Available through select non4peafencies in most states, the
annual federal funding of just $24 million for ABAs makes this program important more as a
demonstration of an approach than its full impletagon.

Could IDAs also serve as a demonstration for anigrant integration program? In their
explicit support of the pursuit of the American Bine of education, business ownership, and
home ownership, IDAs might be particularly welltgui for persons born in other countries, who
make up 13 percent of the U.S. population (U.S.sGen2011). While immigrants can be found
all income levels, a disproportionate number eamtiqularly low incomes According to the
U.S. Census Bureau’s 2011 American Community Sunvemigrants are more likely than
persons born in the United States to earn low wagis nearly half of immigrants (44.4%)
versus about a third of U.S. born (33.8%) earniages that fall at or under 200% of the poverty
line. The poverty rates of immigrant families (1%.)pare nearly twice those of U.S. born
families (10.4%). Immigrant households are alsoenliely to face budget strains that result
from an excessive proportion of income being chith®wards housing payments. A greater
proportion of immigrants than non-immigrants useaerthan 30% of their income to pay for
shelter, whether as mortgage (42.6% vs. 28.0% f8r kbiorn) or rent (53.4% vs. 48.3% for U.S.
born). Immigrant families are less likely to livefhomes they own (51.5% vs. 67.7% for U.S.
born): this is highly significant, since home egud the largest single source of wealth for a
typical U.S. household (U.S. Census Bureau, 2011).

Legislative efforts related to immigration ovendihangly focus on their admission rather
than integration (Bloemraad, 2006). This resulta patchwork system where immigrants are
largely left to depend on programs that take neigppeonsideration of their needs (Bloemraad
and de Graaw, 2012). In turn, social workers aceiged on meeting the most urgent needs of the
group (e.g. human trafficking, domestic violenae;ess to medical care, deportation of parents
of U.S. born children), with their attention dnifj once the crisis is resolved. At the same time,
newer waves of immigrants are increasingly settiingarts of the country unaccustomed to

! Note that U.S. Census figures cited here draw tipermross-section of immigrants, including
the more newly arrived (whom we would expect teebming below their potential) and those
more established.



flows of people from other countries (Singer, Haickivand Brettell, 2008). Thus the need for
social workers to also help meet the more pedesissgues of settlement becomes more acute.
Part of this effort would be to identify the eageénomigrant fit in existing programs. Anna
Crosslin, Executive Director of the Internationasgtitute of St. Louis, explains how her agency
uses IDAs to create for its refugee clients a dlestitutional pathway for socio-economic
integration:

For refugees, when they first get over here, te tak first job no matter what it is, it's
easier if they can look down the line, and know §fwau will help them get out of that job
and into something else. So, they will work in tiwgel, or the cleaning service, or the
restaurant -- or whatever it is -- if you sayhem: “build up a credit history, and a solid
work history, and come back in nine months, or what it is, and we’ll start you on the
process of enrolling you in the IDA program so that could save and buy a house, and
you can also start looking at a dream of being thktart a business”. If you can connect
all of that together, then there’s an opporturtitgrée for these individuals and they can
see the long term.

(Anna Crosslin, Personal Communication, March 3D

Since the aging U.S. population depends on the laliwew workers, and U.S. born children are
particularly likely to be raised in immigrant hohséds, immigrant integration has impacts that
ripple beyond this group. Cross-national compaeatesearch provides evidence that greater
federal investment aimed initially towards the grion of immigrants is associated with better
long-term socio-economic integration, as measuragzligh earnings and political participation
(Bloemraad, 2006; Reitz, 1999).

Despite the need for identification of effectimegration programs for immigrants, and
considerable research on the use of IDAs by atyasiegroups (see Richards and Thyer, 2010
for a recent review), the use of the IDA programirbgnigrants has not yet been studied.
Although immigrants have been eligible to partitgia the program from its inception, no
information about country of birth is collectedrindDA participants. This means that no
existing national data can be re-evaluated fonitgtiThe primary purpose of this dissertation is
thus to meet this need for research on immigrargs’of IDAs. Since little is known about their
use of the program, | used primarily qualitativetimoels to understand how immigrants’
experience of saving and accumulating assets smptioigram differs, and bears similarity to that
of U.S. born participants (Creswell, 2008). My mied research assistants and | e-mailed
trilingual (Spanish, Cantonese, and English) récreint materials, and then conducted in-depth,
in-person interviews with equal numbers of immigramnd non-immigrant participants (N=54) in
a large IDA program that serves clients in the Bamcisco Bay Area. The non-profit agency
EARN administers the IDA program particularly wel§ evidenced by attrition rates that are
half of the national average (EARN, 2011). The chaif this organization allows a clearer
examination of the effect of IDAs.

| chose the geographical location for its longdmg of receiving immigrants and greater
proportion of immigrants. As with California in genal, San Francisco Bay Area residents are
more than twice as likely to have been born in otoeintries than is the case for the U.S.
average (U.S. Census, 2011). They are also maly likt earn lower wages than persons born in
this country residing in this region and have mafréheir household income absorbed by



housing costs. Where San Francisco county differs California and the country taken as a
whole is the propensity for residents to rent rathan own property. Immigrants and non-
immigrants have similarly low rates of home-owngrsfrhis information is detailed in Table 1
in the appendix.

The strategy | adopted to understand how immigtarse of IDAs might differ from that
of U.S. born participants is to first delineateiitgpact on all participants, regardless of nativity
This enables me to create a point of comparisomfpgroup of interest, as well assisting me in
understanding the program better. IDAs have a pugdose: saving and asset acquisition. The
articles that make up my dissertation investigatghan greater depth before integrating the
findings in a third article that also detangleset§ by nativity.

Study Findings

The first article seeks evidence of change pastpaesent that IDA participants attribute
to the program. Generally speaking participantsntepl a variety of positive effects that
transcended the strictly economic, as Sherrademiteel. It helped them identify their own
deeper goals for saving, allowing them to retaittdoecontrol of their finances as they became
better able to distinguish “needs” from “wants’tieir spending. In this article | also identified
and attempted to resolve a theoretical ambigudgming the mechanism of change to saving
habits. IDAs as originally proposed were to formar@er structure of incentives and rules that
would mirror programs that ease saving for assetthbse with higher incomes. Yet the
implemented program is time limited, removing thstitutional structure theorized to be the
facilitating mechanism for saving. When considettimg program’s impact on saving, would
temporary exposure to institutional supports aashiing be sufficient to produce longer changes
after program exit? How does impact differ, if Bt ly saving intensitypeforeentering the
program? To answer these questions | drew fronoresgs from participants to whom | could
attribute intensity of saving befoamd after the program. | found that although the mgjaf
participants reported intensification of savingttharsisted beyond program exit, the majority of
participants who reported not saving before thenm reverted to not saving after the program.
Supplementary individual financial coaching helpaénsify these changes for the few who
were able to make use of the program. The conciusivaw from this study is that maximal
benefit to changes to participants’ saving woulglise an ongoing program supporting saving.

In the second article, | seek to understand hawggaants choosing to save for the goal
of housing make use of this program in the condéxither programs and strategies they might
employ. | focused on the experience of 12 partitipaa mixture of current savers nearing
program completion or just starting, and past pgudints who successfully purchased a home or
were unable to do so. Investigating their backgdsuhfound that a large majority of these
participants came from households where homeowipewsds not unusual. These affiliations did
not appear to result in material assistance. Howévie possible that the expectation that home
purchase is possible or desirable was somethirygdiesv from their childhood backgrounds.

While the previous article is most focused onwidtiials’ behavior and attitudes, this
article emphasizes the context of the instituticsugdports (or their lack) within which these
participants seek to purchase a home. The corgdrwersh. Median homes in the San Francisco
Bay Area are considerably more expensive than maatiaes in the United States overall.
Although the “purchase” of a home is for most pedpke ability to engage in a contract to repay
a loan, raising the funds necessary to engagedscdmtract (i.e. down payment and closing
costs) presents a formidable barrier for IDA pd@paats seeking to purchase a home. At first



glance it appears that that a plethora of choicesaailable for first time home buyers of low to
moderate incomes. These are provided by varioustsigaostly public, some private. Studying
IDAs as part of a larger network of asset-buildimggrams reveals that beyond the (relatively
negligible) contribution to funding, IDA participah functions to link clients to other funding
sources and to official training regarding homecpase certified by the federal Housing and
Urban Development (HUD). The training helps makebepurchase more safe for persons more
likely to be exposed to predatory lending practit¢ealso strives to make purchase more
affordable to clients. It provides them with infation about the various funding options for
which they now qualify by virtue of their training.

Yet this apparent wealth of opportunities dissslvgo confusing dead ends and phone
calls left unanswered. The helping agents seertivellaunconnected and pools of funding dry
up quickly. The IDA participants who have succetgfourchased a home, or seemed on the
verge of doing so, were those who were able to aak@ntage of intense saving opportunities
outsidethe IDA program. These participants differed frihrase who dropped out or seemed on
the verge of doing so in not having active caretgkesponsibilities for dependent family
members. The exception are the nearly succesdfiitipants who had active responsibilities for
dependent family members, but also access to F&@silySufficiency, a program available to
some public housing assistance clients. Family Sefficiency increases savings without major
lifestyle changes for participating families. Itpdsits mandated rent increases (rent rises with
incomes) into an escrow account families can ugeitohase assets (if in the program), or as any
other pool of saving (once departed from the pnogrd he main conclusion from this article is
that it is not the ideas for helping the poor pas#homes that are missing, but the funding to
support these ideas. In this study it was onlye¢hegh the most resources who were able to
leverage IDA participation into the purchase obane.

In the third article, | finally take up the questiof differences in program participation
by nativity. | employ various elements of the deddlected to determine what differences, if any,
| can perceive in their participation, namely imipaic saving, likelihood of making a successful
asset purchase, and feedback for the programelalibence of well developed theory of saving
by low-income immigrant workers, | employ diameatly opposed views of immigrants to
frame my investigation. The view of immigrant asdhkeads me to anticipate that immigrants
would be particularly successful in the programmiigrants here are seen as fundamentally
different from the U.S. born poor by virtue of tmégration experience. To make the journey,
they are likely to have saved intensely beforeftar dheir arrival | the new country. Further,
their point of comparison for deprivation is di#et. Having experienced even greater
deprivation in their country of origin enables theafeel the pain of current deprivation less
acutely. This helps them save. Since the migratsatf is a form of household investment, |
would expect IDA participants to be more successfplurchasing their chosen asset through the
program. Conversely, the immigrant as victim suggesmigrant acute deprivation in their
country of origin makes thetasslikely to succeed. Content that their currentatitun is already
an improvement on the past, they will not partidylatrive to improve it. Moreover, linguistic
and cultural barriers would hamper immigrants’ pze of the navigation the program
provides, making this group less likely to succegipurchase assets.

Since these opposing theories are based on imm$jexperiences in migration, | focus
on their stories of how they arrived in the countghy did they come and who paid for their
journey? Some immigrants’ stories fit the narrattféhe hero — using their own savings to make
a journey with no one in particular to receive théfat the majority did not fit either portrait.



Most came as children or to join family members avd had intense saving experiences. Many
came from circumstances where their lives weredegsived than they would become after the
migration. This helps explain why reevaluating aesin saving intensity for nativity,

examined in the first article, reveals no patterhdifference between the two groups. Using
statistical analysis on past IDA participants wherevscreened for this study reveals no
difference in the likelihood of having finished theogram with or without attaining the asset
goal with IDA funding. The results of this studyggest that the experience of migration matters
less than the experience within the institutiormaitext in which one finds oneself upon arrival.
Not surprisingly, language barriers were the one@®of difference between the two groups.
Otherwise persons in both groups reported genguabitive experiences in the program. Their
suggestions for the program were often focusedcoass to more of it: more goals especially,
less harried statff.

Conclusion: The Place of IDAs in the Larger Asset-Bilding Structure in the United States

The most basic conclusion that can be drawn fronstudy is that IDAs seem to present
a good beginning to the larger effort of extendimgjitutional support for asset acquisition to the
poor, and immigrants among them. Among the varprograms in this effort (which deserve
further study), IDAs alone link the pieces needmdetconomic stability in one package: financial
training, asset-based training, assistance witdifgy and the encouragement to save. In these
economic times that are persistently difficult $sormany families (Wolff, 2010) a program that
would bind these elements together into a pathridsva metaphorical house that is one’s own
rather than rented would provide an articulatiothef American Dream of having enough to live
a decent life, free to do what one thinks best witk’s life, beholden to no one. Yet American
families, even if owning a home, are raising tlodiitdren on shaky economic ground, crossing
their fingers that a natural disaster will sparenthand their loved ones. While the official
poverty rate for all families is about 12% in 20b%er three times as many (43%) American
families would be unable to subsist of their sasifa@ even three months if their income flows
were interrupted (Brooks and Wiedrich, 2012). Loyon borrowed time has consequences. It
can affect family dynamics and it can make one il@&sested in spending public finances on
programs that would help the poor build up thesoregces in the form of assets.

Indeed, the argument that American taxpayers daaffard to provide funding for the
poor has been a steady refrain for the politigitrmost notably since the 1980s. The hidden
campaign to “starve the beast” (deprive public paatgs of funding since their outright
elimination proves too difficult) has been quitesessful as far as entitlement programs for the
poor are concerned (Stoesz, 2005). Housing is d geample. Despite the economic crisis,
funding for HUD housing programs for the poor hasnsen, and in fact has been cut in the last
few years. Currently, it is estimated that a merartgr of those who qualify for public programs
for housing actually receive the support (Rice,@0Eurther cuts are planned in response to the
sequestration, both to programs that make modestimg affordable and to homeless shelters
for those who cannot otherwise afford to house s&wves (Rice, 2013). These programs serve
persons who are either elderly or disabled, orliamwith children. Households served earn an
average of $12,500 per year. This federal suppstsche state about $40 billfoiThe

2 This includes Housing Choice Vouchers, SectioRublic Housing, Homeless Assistance,
HOME, Native American Housing, Housing for PeopiéhvAIDS Section 202 (Housing for the
Elderly), Section 811 (Houisng for People with igidies), and Community Development



Government Accounting Office evaluates these progras a particularly effective expenditure
of funds given the goal of providing housing (Ri2813).

In the face of such cuts subsistenc@rograms for the poor, what sense does it make to
consider funding foassetbuilding programs for the poor? Indeed, if sulesise and asset-
building programs for the poor are pitted agai@steother, common sense dictates that
subsistence should win. But this is a false cholddmpting Laura Nader’s (1972) injunction to
take a vertical slice when studying a social prohl# is useful to compare the public spending
on IDAs ($24 million) against the totality of publspending omassetbuilding housing programs
for the poor ($1.5 billion) angubsistencéased programs for housing the poor (about $60
billion) (Rice, 2013; Woo, Rademacher, and Mei@&1@. Clearly, Sherraden’s (1991) point
about public spending for the poor being primaiidlly subsistence is supported. What about
comparing this spending towards against assetihgiljorograms for the more wealthy? The
federal government spends ab8ud0 billion per year in tax deductions for home mogga
interest tax deductions (Fischer and Huang, 200i89.vast majority (77%) of this spending
gives aid to for the purchase of homes to houssheddning more than $100,000 (Fischer and
Huang, 2013). Economists generally agree that thitgage tax rate deduction does little to
increase homeownership: high-income earners werayalmore likely to purchase their homes
regardless of federal assistance (Ventry, 2010nyMaconomists also suggest that it creates
distortions in the housing market, since an exeegyigenerous cap on the tax deduction
encourages purchase of the most expensive howsss ibmebuyers can manage (Ventry 2010).
Tracing the history of the deduction reveals thatas never intended to stimulate home
purchase (Ventry, 2010).

This deduction is the largest single program ip kiee wealthy and the middle class
purchase assets in the form of housing. Theretasr deduction for property taxes and
exclusion of capital gains on sales of principaidence3(Woo, Rademacher, and Meier, 2010).
Stated more succinctly, federal spending on housirtige rich is aboutoublethat of housing of
the poor, yet it is the spending on the most pbat is seen as an illegitimate expense during
particularly difficult economic times. In effeche characterization of the American welfare state
as underdeveloped is false (Howard, 2008). Intyealiis a robust system with a host of
legislation designed by politicians under populasgure (Howard, 2008). The problem is that
the flurry of activity serves to meet the needshef middle and upper classes, with considerably
less invention to meet the needs of the poor (HAwW2008). The result is a perpetuation of
inequality and its associated host of problems.

The essential issue is that economic progressrntasecessarily lead to social gains
(Midgley, 1995; Sen, 1999). The problem is not thatUnited States has insufficient economic
development, but that it this economic developneektremely uneven: a persistence of
poverty in the midst of wealth (Midgley, 1995). f\sancial training tells us, identifying a goal
for one’s activity is necessary before examinirgllest means through which to reach it. The
point of economic development in a democratic ggége— or should be — the expansion of

Block Grant. In 2010 the funding was nearly $43lkdn, in 2013 before sequestration the total
is $41.5 billion,, after squestration $39.4 billion

% In 2009, the estimate was 1 billion for exclusidrinterest on state and local bonds for
occupied housing, $86.4 billion for the mortgagetiest deduction, $25.1 deduction on property
taxes, and $15.3 for exclusion of capital gainsales of principal residences.



human freedom (Sen, 1999). In turn, the expansidruiman freedom is the means through
which economies develop (Sen, 1999).

The very basis of a capitalist system is, dependmone’s opinion, either mutual
exploitation (Marx and Engels 2013/1848) or thedi@m to participate in the market as one sees
best (Smith, 2012/1776). An asset-building apprdadocial welfare presumes that if humans
are given clear opportunities to fulfill their cajtées according to their tastes (rather than being
pushed into certain outcomes for lack of cleara#iBves), economic and social gains will
follow. As Adam Smith famously stated “it is nobin the benevolence of the butcher, the
brewer, or the baker that we expect our dinnerfioumt their regard to their own interest”
(Smith, 2012/1776; p. 13). People are generallivmhls to the institutional framework that
encourages certain choices and outcomes over ptheysjust try to do what is most efficacious.
For better or ill, the government is the entityttban create these frameworks in response to
popular pressure. To quote Adam Smith again, “roeesp can surely be flourishing and happy,
of which the far greater part of the members ag pad miserable” (Smith 2012/1776; p. 49).
IDAs are a program built on the premise that threds of capitalistic production can be
harnessed for the well-being of the whole popu(&terraden, 1991; Stoesz, 2000). This
requires strong discipline and an ability to dedagtification for the fulfillment of the greater
good, from the rich most of all.



Article 1

Individual Development Accounts: A cornerstone of Bw asset-based social policy?

Assets, or accumulated wealth minus liabilityioade households’ economic security.
They can be used to meet consumption needs in tirssONoOMIc stress, a particularly
important function given larger trends in the cdigasion of work and welfare retrenchment. Yet
American households are currently ill preparedde assets to respond to threats to their income
flows. About 43% of American households would bahle to use savings to maintain
subsistence spending for three months if incom& fi@re interrupted (Brooks and Wiedrich,
2012). As lower-income workers are increasinglygéal to bear costs of the flexible labor they
provide (Standing, 2008), social programs that pi®¥hem with incentives and training to build
personal savings and purchase assets deservailaarétiention.

Federally funded incentives for reducing pers@painding to accumulate assets already
exist, most visibly with tax-deferred 401(k) penmsjgans and home mortgage tax rate
deductions. However, these asset-building progtanget wealthier households. Over half of
the nearly $400 billion spent by the governmer2d87 to promote asset acquisition was
directed towards the top 5% of taxpayers, and ailyuinone for low income individuals (Woo,
Rademacher, and Meier, 2010). The resulting twedievelfare structure — generous but
invisible tax-based benefits for asset accumulabipthe wealthy and highly contested income-
support programs for the most impoverished — coutes to an inequality of wealth distribution
that dwarfs that of income (Howard, 2001). In 20&, Gini coefficient fowealthinequality in
the United States (0.865) was nearly twice thabocdmeinequality (0.45) (CIA 2012; Wolff,
2010).

Individual Development Accounts (IDA) is the figgtogram to explicitly focus on
helping low-income individualsave monetowards assets. IDAs are administered by NGOs,
which provide financial education and collect pofgrivate funds to match savings accumulated
by participants. Considerable research demonstifaa¢$DAS stimulate saving for participants
within the program (Thyer and Richards, 2010). Arenlamited research base describes the
quality of the psychological and behavioral charggserienced by individuals after entering the
program (Sherraden et al., 2002). No study to easéenined how saving intensity before joining
the program might change upon exit from the progmawst importantly if individuals reporting
an inability to save before the program are ableot@tinue saving after exiting the program, or
more generally how (Loibl, Grinstein-Weiss, Zhand Bird, 2010).

Generally speaking participants reported a vaoéfyositive effects that transcended the
strictly economic, as Sherraden theorized. It eibem identify their own deeper goals for
saving, allowing them to retain better controlteit finances as they became better able to
distinguish “needs” from “wants” in their spendindound that although the majority of
participants reported intensification of savingttharsisted beyond program exit, the majority of
participants who reported not saving before thgm reverted to not saving after the program.
Supplementary individual financial coaching helpaeénsify these changes for the few who
were able to make use of the program. The conciusibaw from this study is that maximal
benefit to changes to participants’ saving woulglise an ongoing program supporting saving.
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Literature review

The IDA program emerges from institutional theofysaving, which suggests that low-
income individuals are less likely to save and @egassets because they operate in a different
context of incentives and financial knowledge thlanndividuals with higher incomes. Since
saving was theorized to be the outcome of a lastgacture of incentives and financial
education, IDAs were developed to provide the Keynents theorized to lead to saving: access,
information, incentives, facilitation, and expeaias (Sherraden, 1991). IDA participants would
receive financial training and access to a spse@ings account where they are to make
monthly deposits towards the purchase of an assgt(g.g. home, business, higher education).
Program rules discourage early withdrawal. Parictp receive a match (e.g. $2 for every $1
saved, up to $4000 for $2000 saved), paid dirg¢otthe vendor at the point of purchase. Thus
the measure of success in the program is nothesability to make regular saving deposits, but
to purchase the asset. Additional, non-economeaxtsfwere theorized, as low-income
individuals found themselves in a system that eramges saving for long-term gains.

Institutional saving theory suggests that IDA gipants’ ideas and behaviors will
change after entering the program, but it is umabeethe point of persistence in saving, defined
here as the continuation of saving past the progidma lack of clarity regarding ultimate effects
can be attributed to a shift between IDAs as oaliyrtheorized and as actually implemented.
Theorized IDAs were to be universally available amantained over a lifetime (Sherraden,
M.W., 1991). Implemented IDAs (i.e. funded througk Assets for Independence Act of 1997)
were means tested and limited to a one-time progrmicipation (Grinstein-Weiss et al. 2008
Grinstein-Weiss and Irish, 2007). Whether or netability to save upon termination from IDAs
is more dependent on the structure of the prognacam be sustained on the basis of any asset
effects that develop in the course of participatiothe IDAs is a question that is relatively
unexplored.

Instead, the majority of studies related to thA fwogram are designed to seek evidence
of being able to save and the demographic and gnogharacteristics associated with higher
saving rates. The goal is to establish if the peould save, given the opportunity to do so.
Research shows that the poor do save, albeitfetetift rates (i.e. income, education, race,
lifecycle matter [Mills, Lam, DeMarco, Roger and{a2008; Thyer and Richards, 2010]). The
amount of their savings is relatively small: $19l{%/et al., 2008) or $16 (Shreiner and
Sherraden, 2007) per month, depending on resetech3A research also examines the
program’s ability to increase the likelihood of eisacquisition, with mixed outcomes reported
(Grinstein-Weiss et al. 2008; Mills, Lam, DeMar&xnger and Kaul, 2008; Mills et al. 2008). In
reviewing this literature, Richards and Thyer (2044k if the money saved is worth the money
spent to build these savings. They ask whetheengan estimated program cost of $2,112 per
participant (excluding match funds), perhaps it ldouake more sense to discontinue the IDA
program in favor of direct payments for asset pasels to low-income individuals (Richards and
Thyer, 2010)?

Richard and Thyers’s (2010) question is legitimbté it emerges from weak evidence of
IDAs as a mechanism for purchasing assets like Bpar@ on the quantitative reports of low
saving amounts accrued by participants. Theirquéidoes not take into account the quality of
the experience of participants after entering ttoggam, particularly as this experience relates to
building saving for longer-term economic stabiliBurther, while IDA research is focused on
finding evidence of saving the program, it is largely silent on the quesiitsaving persists
after the program, and whether such savings are linkébits of savings participants may have
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developeeforethe program. In essence, more needs to be unddrabmut the real impact of
IDA participation on the lives of participants, paularly when it comes to saving.

Only two studies begin to look at these questionse directly. Sherraden, McBride,
Johnson, Hanson, Ssewamala, and Shanks’ (200®piti-thterviews with current IDA
participants and members of the control group (fdt84) revealed that about half of the
respondents reported saving before the IDA prog#dter entering the IDA program,
considerably more participants than controls regubttsing psychological and behavioral
strategies to save. Respondents tended to replediee to continue saving in the future,
although the study’s focus on current participamthie program made it unable to assess
whether the IDA participants were able to realizehsgoals. Loibl, Grinstein-Weiss, Zhan, M.,
and Bird (2010) did focus on the persistence ofrgp\Data collected from 164 respondents
using mailed questionnaires revealed that respaaddm successfully finished the program
reported significantly higher savings after thegveon than those who finished it prematurely
(i.e. dropouts) and those who never joined (i.etrab). However, not including measures of
previous ability to save in the research desigudsapen the question of whether the
persistence of saving after the program is newa, draracteristic of savers before they entered
the program, enabling them to finish it succesgfull

In summary, more study is needed of not just dfiadtassociations between select
variables for groups in the aggregate, but ofgaality of the impacts (or lack of them) of the
IDA program on individuals’ lives. Using a methodgy that draws from individuals’ stories of
progressing through the program enables researttharaglerstangrocesseshrough which
change happens in specific cases (Maxwell, 2004y.r&ported changes in behavior, attitude, or
knowledge are viewed through the context of indraid’ actual lives, allowing a rich
understanding of how and why the ability to savigaasformed through program participation
and then beyond it. Further, linking measures wvirgpafter the program to assessments of
saving intensitypeforeentering the IDA would contribute to the clarifiican of institutional
saving theory in light of a program implementecimore limited way than originally proposed
(Sherraden, M.W., 1991). Finally, such a study wiqarbvide a firmer base upon which to
evaluate the utility of IDAs as a strategy to supploe saving and asset building of low-income
individuals, particularly those with no experiersaving. This study seeks to contribute to these
gaps in the literature, focusing on the followingegtions:

1. What psychological and behavioral changes i) do currentand past IDA
participants report taking place after joining tb& program?

2. How does the former IDA participants’ abilitygave after exit from the program
change relative to before the program, if at all?

Methods

Design

This research study is based on semi-structureh interviews with a purposive
sample of 52 past and current participants ingel&alifornia-based IDA program. The
guestions used were based in part on an IDA evaluptan (Sherraden, M.W., 1997) used in
Sherraden et al.’s (2005) study. Interviewers viesgucted to use the interview protocol as a
guide, emphasizing a more natural flow of convéssatMiles and Huberman, 1994). Present
participants were currently making deposits inithi2A accounts at the time of the interview.
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Past participants are defined in one of two waysndividuals who successfully completed the
program and purchased their asset goal with theriaéch (alumni), or 2) individuals who
withdrew from the program without purchasing tresset goal with the match (dropouts) (Loibl,
Grinstein-Weiss, Zhan, and Bird, 2010). Study pgénts were recruited using a trilingual
(English, Spanish, Cantonese) email invitation §rEARN, the IDA administering agency
that collaborates with a dozen other agencies arthi San Francisco Bay Area. Randomization
was used during phone screening to achieve a tedasamplé

Interviews were conducted in the spring of 201 R cation of participants’ choosing,
typically their place of residence. The author agtdd all interviews in English and trained
research assistants conducted interviews in SpangiCantonese. The majority of the
interviews were recorded and transcribed. Whenggaaints refused recording or in event of
equipment failure, extensive notes were typed sdtan the interview. On-line qualitative data
analysis software, Dedoose, was used for codindwaiad by research assistants supervised by
the author. Reliability checks of coding were perfed within the research team, where a
selection of codes were double coded and checkembfwistency.

Analysis

The first wave of coding was created through disiuns in the research team, using a
selection of the interview transcripts and majsesach questions driving the larger study. One
of these codes was “IDA change/lack”, used to iagi@any changes respondents reported as a
result of participation in the IDA program. Relevamcerpts tended to occur after interview
guestions that asked participants to specify i there able to implement messages or
techniques heard in the IDA program, and if theseewnew, or represented something they
previously knew. Another series of question thahgoted such answers was in the portion of
the interview that asked how much money they tylyicaved, and the degree to which this
saving differed from that which they did before tiregram and, if past participants, after the
program. One research assistant and the authoreéhdrthrough the excerpts related to the
change again, dropping those that did not fit thdeq(e.g. changes reported but not attributable
to IDA). We then developed subsidiary codes by gmogi thematically similar excerpts, which
were used to answer the first research question.

To answer the second research question, we foarspdrticipants for whom we were
able to find evidence of change or lack of changferle and after the program. We read through
the transcripts or notes for these interviews ggalected excerpts related only to saving before
and after the program, and separately categoriadcetipants into categories of saving intensity
(none, low moderate, high moderate, high) beforkadter the program. We agreed on 83% of
the categorizations and finalized the remainingigaants through consultation.

* | wanted to have a sample that had a more oelgsal balance of participants by status in the
program and have a precisely equal numer of immtgras U.S. born persons. | allowed all
immigrants to enter the study and used an onlindaia numer generator to screen the
remaining participants. Specifically, | asked thseeesening questions, of which two inquired
about status and nativity. Then | asked the paikpérticipant to wait briefly while | drew the
random number. Drop outs were less common so | géneen 5/6 chance of entering the study
while the most common category of current saverldvbave about a 1/6 chance of entering.
The Chance of entering the study did not remairsisbent, but would always be set for each
category of participant before the screening cosatesn.



13

Sample

The sample of the past and present IDA particip@t$0) whose answers were used for
the first research question is detailed in Tabdd the appendix. These respondents were
overwhelmingly likely to be female (78%), single2¢4), low-income (average $24,690 per year)
parents (62%), reflecting the general distribuiioa program that particularly targets welfare
recipients (Mills et al., 2010). The typical agetloé participants in this sample was older and
more likely to be Asian than the general IDA popiola (Mills et al., 2010; Shreiner and
Sherraden, M.W., 2007). Despite reported earningswere somewhat higher than those of the
larger population of clients in EARN, the agencsotigh which respondents were recruited
($24,690 vs. $19,102 respectively), study participaeported lower rates of savings than the
EARN population ($95 vs. $115 respectively). Howe¥#ARN clients’ saving amounts in the
IDA are about four times higher than for those ¢gpbin the larger IDA population (Mills et al.,
2010; Shreiner and Sherraden, M.W., 2007). Theertimiited sample of past participants for
whom we were able to attribute pre- and post-sa{i¥23), whose answers were used to
answer the second research question, has simédaacteristics (see table 1-1 below).



Table 1-1: Demographic Characteristics of IDA apénts

Characteristic
Gender
Female
Male
Age
20-30
31-35
36-40
41 and older
Race
Black/African American
Asian/Asian American
Hispanic/Latino
White/Caucasian
Native American
Other
IDA goal
Business
Higher education
Children’s education
Homeownership
Multiple
Other
Income
Less than $10,000
$10,000-$30,000
$30,001-$50,000
$50,001 or more
Average Income ($)
Education level
Less than high school
High school
Some college
College degree or more
Marital status
Single/ Domestic Partner
Married
Separated./Divorced/ Widow
Average IDA deposit
$20-$49
$50-$99
$100-$149
$150-$200
Average IDA deposit ($)
Other Savings
$0-$49
$50-$99
$100-$149
$150 or more
Children in the household
(average)

Research Q1 (N=50)

N (%)

39 (78.0)
11 (22.0)

7 (14.9)
5 (10.6)
13 (27.7)
22 (46.8)

11 (22.0)
18 (36.0)
14 (28.0)
6 (12.0)
0 (0.0)
1(2.0)

14 (28)
15 (30.0)
8 (16.0)
10 (20.0)
3(6.0)
0 (0.0)

3(7.0)
30 (69.8)
8 (18.6)
2 (4.7)
$24,690.42

0(0.0)
7 (14.0)
21 (42.0)

22 (44.0)

25 (50.0)
11 (22.0)
14 (28.0)

16 (32.0)
11 (22.0)
13 (26.0)
10 (20.0)

$94.80

36 (80.0)
3(6.7)
3 (6.7)
3(6.7)

1.24

Research Q2 (N=23)

N (%)

18 (73.9)
5(21.7)

4 (17.4)
2 (8.7)
6 (26.1)
11 (47.8)

7 (30.4)
6 (26.1)
4 (17.4)
4 (17.4)
0(0.0)
2(8.7)

8 (34.8)
5 (21.7)
2(8.7)
6 (26.1)

2(8.7)

0 (0.0)

1(5.3)
12 (63.2)
5 (26.3)
1(5.3)

$26,383.50

0(0.0)
2(8.7)
10 (43.5)

11 (47.8)

11 (47.8)
5 (21.7)
7 (30.4)

8 (34.8)
4 (17.4)
6 (26.1)
5 (21.7)

$95.56

18 (78.3)
0 (0.0)
1(4.3)
4 (17.4)

1.48

14

EARN in Z0(E11680)
N (%)

- (68)
- (32)

24)
-X23
- (30)
- (12)
- (1)
- (10)

549 (32.7)
573 (34.1)
272 (16.2)
178 (10.6)

108“(6.4)
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Results

Research question 1: What psychological and behaval changes (if any) do current and
past IDA participants report taking place after joining the IDA program?

Typically, saving is tied to the availability afiplus income. As Sondra, a current
participant, summarized “it's easiest when you legeod job and you're able to set aside some
money; what makes it difficult is when you don'tba good job so you're not able to save.”
However, the IDA training aims to convince partanps that that they can save larger sums of
money over time if they use personalized long-tgoals to motivate careful attention to minute
spending, in order to identify funds that can besdied to saving. Such lessons are not
necessarily novel. Yet their presentation by atédisource of information, along with the
prospect of having these small savings multiplypsearticipants develop the enhanced
awareness of their spending that makes savingtgessi

Psychological Effects: Long-Term Goals and Self-Wdh. The IDA financial training
is fundamentally based on Pocharska’s model ofyoke of change, originally develop for work
with addictions (G-R; Pocharska). Its view of hunagency is thus based on a model of
humanity that is self-actualizing despite reversalge economic man of this training is fallible
as well, and prone to inadvertently act againstiest interests. The process of change proceeds
best if done gradually, through exercises that erage minute awareness of thoughts, feelings,
and behaviors.

Participants often begin the program by trackithg@xgenditures. This exercise reveals
hidden sources of potential savings, which carappdd with heightened awareness of long-
term goals balanced against short term desiresy Mgorted surprise at how much money they
spent unnecessarily. Some became enthusiastic thokihg, and used this to “identify
spending leaks”. Candy called her quest for suwdnicial efficiency a “weeding out bad habits”.
In her case, the bad habit was buying coffee wdukeof her home. Many participants amplified
the weight of the short-term decision by calculgtow much money an intermittent expense
could save them in a month and than a year. OrEipant used this calculation to motivate
himself to quit smoking. As Henry explained, “Affeining IDA, | quit smoking in order to save
more. It also benefit my health anyway. Why not?”

In effect, the training is as much psychologialtas economic. Victoria described the
lessons as pitched at a level that makes finara®ste understand. When asked if this was new
information for her she explained:

Not, not for me. Not for me. | have had say a &h@raccount and a savings account but
it wasn't anything as systematic. | mean, | knew ko balance a checkbook, | knew

how to write a check and how that worked. Yeah sysematic and the mindfulness of
being saving for the future, that is something thad never really considered before.

Many participants identified longer-term goals, ethivould help them make decisions to save
in the short term. For many, these goals were cethien their children’s future, particularly
with regards to saving for their higher educati®ome were driven by the idea of the feeling of
safety and well-being tied to having savings. Asfklle explained when asked what advice
she would give persons considering joining the [@Agram, identifying one’s personal goal is
central:
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This program seems like it rewards a person, iarde/ me for having a goal. It will give
you something if you could just achieve this go&fke'll reward you'. And that's good for
people with low income, or their children theykklito send to college and all that. It's
excellent, but use this process of goal settinghawihg a vision for your life, use it as a
way of life! Not just to get this money and thes gone. But take this opportunity to
create a support system where there are peoplaedyamu that are also wanting to
achieve, accomplish, fulfill their visions. And neathis a way of life to get the support
you need.

The match for the saving and the possibility ofagling the asset goal are in Chantelle’s account
a means towards a more transformative end.

The key here is participants perceive these godie an expression of their own deepest
values and desires, rather than an imposed inpmbised on a presumption of participants’
inadequacy in financial management. Wells illugsahe degree to which the long-term
motivation IDA training helped her identify can been as a way of providing for, rather than
depriving herself:

I'm much more now aware about the value of me,rilkg I'm worth it. And, you know,
the importance of keeping something behind for yim. learning better about

prioritizing things and thinking better about, mactive thinking before | spend now. So
| really needed this.

Well’s present seems occupied with demands foniaerey from entities external to her self.

The training encourages repeated self-reflecti@hemen prioritizing of one’s self over others as
essential in the process of building savings towarfuture goal. Others report the importance of
saving as a way of helping their children makedsdthancial choices.

Saving techniques. While focusing on long-term gains and trackingiate financial
transactions are tied to enhanced executive fumotipin relation to saving, such purposiveness
was more likely to consist of developing spendiegristics than developing and following
budgets. There were certainly exceptions. Oneqyaaint reported creating two- and five-year
budgets, while another explained that the needatkendeposits in the IDA regularly forced her
to create and consult a budget. Yet many moreqgaatits noted the importance of “paying
yourself first”, or “treating yourself as a billas a strategy of ensuring that funds flow into
savings. It seemed easier for participants to saging as spending, with deposits resembling
other monthly financial obligations paid in the beang of the month rather than something that
should be left over at the end of the month. Nénedesss, it is possible that tracking spending
(e.g. keeping receipts to be tallied later, cheglkiank accounts, writing down expenses) is a
form of budgeting, since it presumes pre-set limoftspending categories.

Participants reported three other major ways tegga savings: more careful shopping,
avoiding hidden charges that can accrue througlousesdit cards, and renegotiating
relationships. For the saving strategies, many wedeged to behavior at the point of purchase,
but there were about as many preparatory behawordnstance, preparing for shopping by
making a list was a popular strategy to resist ilsiga shopping. Participants reported being
more aware of sales, with one making a rule thatvebuld not buy anything that was not on
sale. Some participants built in an additional &t their spending in a store. They would
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examine their cart before purchase to ensure this@ms were really necessary. One participant
noted that she would return things to the stosté found a better price elsewhere.

Building awareness of the hidden charges thabtiseedit cards can entail was another
strategy developed through IDA financial trainingany participants reported being unaware
that of the accumulation of costs that carryingkabce with credit cards could entail until they
participated in a financial workshop focused on afseredit. They were motivated to pay down
their balance more quickly or altogether. One pgréint consolidated the ten credit cards in his
name to one. Concomitant with the desire to redhib@en costs of using credit cards,
participants reported a newfound motivation to éase their credit scores. This excerpt
illustrates how Holly’s concern with her credit se@ombined with a wariness of using a credit
card helped her shop more consciously:

| went to buy a toothbrush at Target and | lefréhend | said, Jesus, | spent 80 dollars.
And | was like, ok, you're supposed to have thi€lmio put into the account on this day
for the IDA and you want to get your credit ratumg too. That was one of the things, you
know, the importance of the credit rating thatdrleed at the IDA meetings and
workshops. And so you're gonna run a balance, yamna be able to pay it off each
month. And so if you go in there and you're notipgttention and they, oh look how
cheap that it. Oh, that would be nice to have afadd. And the next thing you know,
you're running a balance. You're paying interestl arted putting things back and it
really works.

Participants also reported striving to reduce dpancosts by avoiding places where they
are likely to spend money, which at times entadednegotiation of relationships. Some stay
home rather than pay for the cost of entertainmelnile others substitute free events for those
that cost money. The methods that more directbtedb relationships are based on
communicating the longer-term goals to those wigodapendent on participants for money. For
instance, one parent educated her children to dkeidhore costly name brand items, while
another explained to her parents that her neeavi® for a house means that she is not able to
lend money as frequently as she was accustomed.&&mained how such a re-evaluation of
relationships was related to the training thatrgloeived in the IDA program:

I think it may have been during our orientatiothihk they said that people see money
differently. Like for instance there are three eliint people. There's, | forget exactly
because | know that there's a giver, there's a,take then there's probably, I'm
assuming that it just had to be the even flow perBut the giver and the taker, for
instance like there's gonna always be the peopleytiu're enabling people and you don't
realize it because you just feel like you needalk@tcare of somebody, you need to give
them money, you need to, it's kind of like a forhiboying love because you're buying
them gifts and you're buying them this and theydidsk for it and you wasting money.

In her case, this attention to the quality of feationships to others helped her resist lending
money to a substance-abusing sister who repegteoled unable to return the funds.

Before concluding this presentation of savingtetyees participant listed, it is important
to list also those that were noticeably missingc8iincreased efficiency in spending can occur
by spending lessr earning more, we expected to see more evidenatterhpts to increase
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incomes. Although there were other strategiesd&oniag money on the side that participants
reported in the interviews (e.g. garage sales,dgraups, acting as a secret shoppers to provide
information about customer service), only one ineagenerating idea specifically attributable to
participation in the IDA program: opening bank aoats if offered money to so. It is possible
that these are money making techniques that weéwalfcdeveloped or augmented in the
context of attempting to increase saving in thegpam. Yet unlike the examples already listed,
these money making techniques were not attributaltlee program directly. Participants were
considerably more likely to list new strategieseducing spending than for increasing
earnings.

Also missing were accounts of depositing the ma@ased into a separate saving
account. Certainly, the act of paying one’s sadogount as a primary bill does ensure that more
money is saved than might otherwise be the caseeker, paying the IDA account as a bill at
the beginning of the month does not enable paditgpto maximize the money they save over
the course of the month. One could argue that eh®ome of saving money by diminishing
spending leads to more efficient spending (buyirmgaror less) but not necessarily increased
saving. Two participants were the exceptions. Oaelécount the grocery money saved
through intermittent use of food bank (a savingtelyy she disliked) and deposit these funds in
her saving accounts. Another would note urges égnd@nd use them as a cue to deposit more
money in savings.

IDA as mechanism for savingTo reiterate, past and current IDA participantoregd
that participation in the IDA program enabled thintbbecome conscious of longer-term goals,
which motivated them to effect specific changesgending behaviors. Study participants
mentioned many elements of the IDA program thabaraged their saving. Most broadly, there
was a general sense of support from the IDA progetafi. As Gemma explains:

It's like, you can do all your goals - businesgann home - and we here for you. We
your support. So whatever you have in your heattramd, come here, and we'll help
you get where you need to go. So, it was a louada@nce, and direction.

So that sense of support, for whatever you want?

Yeah. It kinda took your fears and doubts away.

Many also attributed their ability to save to irtetions with staff and fellow savers in the
mandated financial training workshops, which gdant concrete knowledge and a sense of
possibility derived from interacting with othersigg through the same process. This constitutes
a less explicit form of training: the physical nfastation of a community of individuals that
shares similar goals and potentially new norms. &alumni took advantage of personalized
financial coaching, a program EARN provides asgpment to IDAs. As we will detail in the
next section of the paper, these respondents egptirét the regular consultations with a
financial coach helped them move towards savindsgmayond the asset goal.

Beyond learning new saving behaviors, participaide listed asset-specific training as
something they derived from participation in théAlprogram. Most typically, those saving for a
business reported learning techniques of businessgement. Some participants noted learning
about home purchase. No participants stated tegtléarned about the process of accessing
higher education. This is not surprising since pecgl financial training workshops were held
about higher education, in contrast to home anthbas classes mandated for participants who
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list one of these as a goal. However, a few paditis mentioned learning to value education for
their children more intensely. One participantediahat she would not have been able to pay for
her certification course if it were not for the IDA

Participants noted that the structure of the @og(i.e. rules and incentives) helps them
save. These included the rule that they need temedular deposits within a specified range of
savings, the prospect of having one’s meager savimgtiply, and the fact that after some time,
the habit of saving is developed, easing the psoogsaving. Participants reported that not being
able to take out the money easily made it easreihim to forget it exists. At times, participants
applied the message they discerned through thésetoiother areas of their lives. When current
savers considered what they would do after therprodinishes, they tended to predict that they
would continue to save. Whether they are likelpécsuccessful is explored with the next
research question.

Research question 2: How does the former IDA partipants’ ability to save after exit from
the program change relative to their ability to sae before the program, if at all?

To answer this question, we narrowed the sampla that of all participants to only
those who exited the program and for whom we wbke @ attribute both pre- and post- IDA
saving intensity. Slightly more than a half of tlesulting sample (n=23) reported not saving
before the joining the IDA program (n=12/23). Wdlwiscuss the degree to which their saving
changed after the program first, starting with gha#o reverted to not saving after the program
(n=8/12/23), and finishing with those who intersifitheir saving to a moderately high degree
(n=4/12/23). Then we will discuss what changesatorgy intensity those savers who entered the
program as moderate savers (n=8/23) experiencedliviked them into categories of low
(n=6/8/23), and high moderate savers (n=2/8/23)reethe program and explained how about
half intensified their saving after, while otheesrmained the same. We end by describing the
persons who entered and exited the program assmtavers (n=3/23). The information is
summarized in table 1-2 below.
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Table 1-2: Pre and Post-IDA Saving Intensity, Witild Without Supplemental Financial
Coaching

PRE-IDA Saving
Not Saving Moderate| Intense
n=12 Low n=6 n=3
High n=2
Brian = Harold Cindy
Candy O | Katelyn Laura
Holly —| Linda Gemma
Ivy Rosy
Jennifer Tammy
Jessica William
Mirah
Molly T | Adina
Sandy © | Richard
Sarah T
Terrence
Victoria

Post-IDA, NO Individual Financial Coaching Post-IDA, WITH Individual Financial Coachinfy
Not Saving Moderate| Intense Not Saving Moderate| Intense
n=9 Low n=2 n=4 n=8 Low n=2 n=6
High n=6 High n=6
Katelyn | z| Tammy Adina Katelyn [ > | Tammy Cindy
Holly O Wiliam Cindy Jessica O | William Laura
Ivy Gemma Holly - Gemma
Jessica Laura Terrence Adina
Mirah Ivy Jennifer
Terrence Mirah Victoria
Sand -
Sarag T | Brian SSand%/ T | Brian
Victori Q| Candy ara Q| Candy
ictoria I : T
Jennifer T Molly
Molly Harold
Harold Linda
Linda Richard
Richard Rosy
Rosy

A complicating factor in assessing intensity ofisg after the IDA program is that two

of the participants (Victoria and Jennifer) changatkgories after taking advantage of
personalized financial coaching that EARN offessalumni. The coaching is not a core part of
an IDA program, but rather a supplemental progrs&&RHN developed and attached to the
program. We will discuss their experience lasgrgfiresenting experiences of the respondents
after the IDA program alone. This means that Vietand Adina will be discussed twice. Table
1-2 summarizes our findings, providing the pre-IBgving intensity and dividing the post-IDA
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intensity into the two possibilities of with andttout financial coaching.

Let us define our definitions before starting. Ta¢egories of non-existent, moderate,
and intense saving are ones we developed to dedbeldegree to which saving money
appeared to impact respondents’ quotidian life. Savers may live generally somewhat
frugally, but such a lifestyle is more of an atténgpstay within one’s means, not necessarily to
accumulate savings. This would be the experien¢keasfe who live from paycheck to paycheck.
Intense savers occupy the other end of the specfrbaey have a clear saving goal and appear to
have scrutinized every possible personal habitagimize savings, at times making important
sacrifices. They are passionate about saving amgiva detailed strategies they employ to save.
Between the two extremes are the moderate saveeseTrespondents pay attention to their
spending in such a way that they have money ledt avthe end of the month. Although actively
employing saving strategies, they do not appelat@ a consuming goal.

Pre-IDA: Living paycheck-to-paycheck

Living from paycheck to paycheck, without abilitysave, baffled some participants.
Candy, a single mother born in the Philippines |@xped her puzzlement at finding herself with
no funds at the end of the month:

Instinctively | knew that there was something wrovith my finances. | just didn’t know
why. | mean, how can someone who earns 40,000rd@llgear not have enough? |
mean, when in my country, if | were working thdrejould be getting 200 dollars a
month, you know? | make plenty. Why is it not ene®ddow am | mishandling my
resources, my finances?

This quote illustrates the limitations of lookingimcome alone to gauge the economic stability
of a household. In a later part of the intervie\van@y answered her own question, observing that
much depends on the cost of living, and the aduhficost of debt:

The saddest thing about my finances was that Imeae any savings. Every single bit of
my paycheck went to expenses, the largest of wiiehlargest part of the pie went to the
rent, the second largest to education. And aftrittwas like food stamps. There’s
nothing left. What's left, it's not enough to ldet 4 weeks or 2 weeks.

Logically, Candy should be the last person to H#édzhby her inability to save. Her formative
years were spent in a country where her family sjiitle on consumer goods: presumably she
would be able to notice if her lifestyle becameaa&agant. She graduated from college in the
United States, which suggests a capacity to maksesaf seemingly simple financial
transactions. Yet it was almost as if she haditand herself through a separate mental process
that the debt she incurred with her schooling d&edhiigh price of housing meant that the amount
of money she had left over at the end of the marat considerably lower than she would have
expected based on her income alone. In fact, asisehold of two, her annual income of
$40,000 placed her squarely in the middle cldssvould not be until around retirement that her

> The poverty threshold in 2011 for a two-persondshwld where one was a child was $15,504,
which meant that Candy’s income was even above 26f¥e federal poverty rate ($31,008),
the upper threshold of what is considered low-ineoithe data cited here uses poverty
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income would be sufficiently diminished to qualftyr the IDA program.

The larger theme of increasing and diminishingratbn is one that will weave through
the respondent’s narratives. Those who have neidsbgfore the program are a group
particularly interesting for the larger questiortloé program'’s potential for transformation of
saving. The majority of the dozen who did not shetore the IDAs (n=8/12/23) reverted to not
saving after the program. Since no participant meplocoming to a conclusion that they found
saving to be somehow bad, we were particularlyotigriabout their reasons for not continuing to
save.

Pre IDA not saving to post-IDA not saving

Half (N=4/8/12/23) reported that an intensificatiof demands on their income made
saving impossible. For Jessica, the business ahltedtwith her IDA funds made her
considerably more preoccupied and resulted in naone unexpected bills. Jessica was
nevertheless optimistic, since opening this business the fulfillment of a long-standing goal.
Her focus was on attracting more clients to heiriass; she did not mention saving as a goal.
For Holly, her worsening economic situation wagsuit of larger structural factors. After
decades of work in the service sector with no benehcreased automation was making her
skills obsolete. Holly decided to use IDA fundsytin a professional credential. However, she
never managed to secure employment with her aczt#i Her profession was more impacted
than schools advertised, and her advancing ageds5@s further diminished her prospects.
Holy returned to her service work and became ovelmbad with eking out a living on a
dwindling pay, particularly since budget cuts resthiber disabled child’s disability benefits.
When describing this situation to the intervievedre shrugged towards piles of paper and
envelopes that she seemed unable to organize.

| guess | hadn't been in the program for a while lgnst kind of fell back to my old
habits where | really wasn't keeping track of myisaat work. | wasn't really watching
paychecks. But then | have like so much paperwodkissues going on and then like,
I've been saying for the last few months, | cand this paystub. Where is this? It seems
like I'm pretty broke. Did cash it? Lose the papstg...) It's just hard to keep all the balls
in the air. (...) I'm at poverty level, so I'm kinflrmad at myself that | wasn't watching
because I'm sure she [her employer] was shavingshou

Federal audits later revealed that her employeriwéact cheating her of her pay. However, as
with Jessica, it seemed that Holly was simply tosapped up with her financial situation to think
clearly about saving.

Two other respondents, who also cited a worseatogiomic situation as a reason for not
continuing to save, did plan to return to savingeotheir situation improved. After going
through the program, Terrence decided that $500tavhe “the new zero” balance in his bank
account, but his current bout of unemployment isifay him to draw from this emergency fund.
Ivy’s crisis was precipitated by car problems, whiorced her to withdraw her IDA savings

thresholds for 2011 — Adina is reflecting on a tiwleen she was working full time, which would
have been about a decade or two before this ietervihe poverty threshold in 2001 was
$12,207, while in 1991 it was $9388 (doubling egistes the upper threshold for low income).
In short, Adina was firmly in the middle class.
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without a match. She is eager to return to thenamgonce her situation resolves itself, hoping
to start a small business that will supplementSeaial Security income. She remembered a
profound sense of well-being from watching her sgsigrow in her IDA account:

I just knew that if | kept saving that there wgsoa of gold at the end of the rainbow. |
kept thinking that as long as | could save this eyonwould be able to make something
happen from it and | still feel that way, even tgbu had to withdraw the money. You
know | started off with one idea and ideas changkso the goals have changed but the
basic idea to become self-sufficient hasn't changed

The other half of non-savers who stopped saviteg #ie IDA (N=4/8/12) didhot have a
rationale for not continuing to save. Their econosituation did not worsen. In fact, Sarah’s
financial situation improved considerably once Bhgan working as a professional in the field
for which she was obtaining her education withhiblp of the IDA. All four participants stated
that they valued the experience of participatinthm IDA. Yet for these individuals, the IDA
program enabled them to meet a specific assettigabbnce met, left them rudderless in terms
of their savings. Victoria stated that it simplygldiot occur to her to keep saving after she met
her goal of saving for a computer for school. Viictavould later develop this sense of purpose
through individualized financial coaching sessiass| will explain below. Brian’s explanation
summarizes the situation of this last group of rewg non-savers best when he reported “When
| still participated in the program, that reallyr®rced me to save and spend less. But after the
program, everything went back.”

The other two participants were frank about tirebility to save except within the
structures of the IDA program. Mirah pointed ouwdtthnless she has an account to which her
access is limited, she finds it very difficult tave because “everyone is always in my pocket”.
Sandy noted with pride that she successfully cotagleultiple IDA saving goals, which is
unusual but possible for Welfare recipients usibgd. Yet despite these successful experiences
and improved financial habits (detailed trackingpé&nding, denial of small luxuries), she stated
that saving is simply too difficult. Sandy explaihthat just as she cannot save without the
matching, she cannabt save if this matching becomes available.

And so what kept you from continuing to save atieda?

Because it really helped out the matching. Ilfle#t | really had to do it. So yeah.

You had to do it, can you say more about that?

| felt obligated. Like | owe that to my child. Nwatter what, | had to do it to help her out
in some way.

Pre IDA Not Saving to Post-IDA Moderately High Saing

Although most non-savers reverted, a third of thodeviduals who did not save before
the program (N=4/12/23yereable to continue saving after. Their saving asoagbecame
moderately high. Jennifer was drawn to the progoacause it would help her save money and
after the financial training she started savingesavhundred dollars for her retirement. 1 will
describe her experience in greater depth towardend of this article, since Jennifer is one of
the two participants who intensified their savinglfier with individualized financial coaching.
Molly and Brian reported that they simply contindedsave the same amount that they did in the
IDA program after it finished. For Brian, this w200 in the IDA and $100 in other savings.
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Molly even stated that after exiting the prograhe #ies to match her own savings with more
savings. However, the fact that in another pathefinterview she mentioned being unable to
pay bills at times makes this assertion of sucadge questionable. Either she is able to shelte
these savings from even emergency spending, @avangs accrue but are then depleted again.

The last participant who became a moderately bayler after not saving before the
program was Candy. She entered the program seaéltigonal funding for her daughter’s
college education. At the time of the interviewe $tad maximized her workshop attendance and
convinced her daughter to do the same with hertimree Together, they are saving for a
business they will launch as soon as her dauginishés her college education. Candy is now
very meticulous about tracking her spending: wgititown all expenditures, giving up a coffee
habit, refusing to use credit. She is no longeflé@by how the money she earns can leave her
with little savings, as a quote describing herfiifan paycheck-to-paycheck described earlier.

Moderate savers before IDAThe next largest category of persons for whom wedco
attribute pre- and post-saving are individuals whtered the IDA training program with an
existing habit of saving low to high moderate antsyn = 8/23). At least two financial
workshops per year are mandated in the programirenstl of these trainings focus on some
aspect of saving. This group is interesting to eatd for any changes experienced in the
program. If persons enter the program already kngwbow to save, would these classes be
perceived as a waste of time?

Indeed, half of this group (n = 4/8/23) reportedrhing nothing new about saving in the
workshops, or at least not intensifying how muchmepothey saved each month following the
instruction. In fact, Katelydecreasedher saving intensity from before to after the paog,
from moderate to non-existent saving. However, was due to an external reason: her husband
became unemployed in the meantime. Katelyn plansttwn to saving as soon as the household
income increases. Rickie enjoyed the extra traiomgaving but when questioned more closely
about any actual changes to his spending it tuondhat his report of keeping his saving
intensity the same actually meant he was saessduring the program. Rickie was including
the future match on his saving as part of the amthat he needed to save each month, which
meant he could save just a third of the total arhadmle in the IDA program. William praised
IDAs as an excellent investment for money savetstaied that he found the training pointless
since as everyone knows “you gotta put away theeydike rainy day fund, worry about
paying bills late.” He continued to save during afieér the program the same amount as he did
before it.

Tammy’s case was interesting because she lefirdgram because she could not
intensify her spending with the IDA. Tammy usedhéwve $50 automatically withdrawn into
savings before entering the program. This sum Iswithin the range of $20 to $200 that needs
to be deposited per month in the ID. However Tamvayg determined to save the maximum
amount per month so that she could get her smaihbss started more quickly. She found
herself dropped from the program after several ot missed payments. Tammy started the
business without the IDA match. Yet as a singlehaoemployed full time with small children,
managing the business became too overwhelmingd&wibes the difficulty of that time as an
inability to gain the control needed to save evealsamounts, despite the fact she knew
otherwise.

I think if I would've applied the tools that | leeed it wouldn't have to be so difficult...l
just wasn't in that place mentally though
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What place were you in mentally?

Still just trying to make ends meet...just mentédlgling like | can't get out of this place,
so | would spend like that.

Tammy lost her business and then her job, andrétemed to tracking her spending and saving
small amounts per month. She credits her finarycglvy cousin for helping guide her through
the budgeting process. Now that she is employeith aglae has $25 per month automatically
deducted from her income and into saving. Sheitigiting about starting a business again and
considered returning to EARN'’s IDA. Tammy predititat unlike the previous time, she would
now be able to build a firmer foundation for susces

The other half of the group of high to low modersavers before entering the program
reported intensifying their saving after the progr@g=4/8/23). Linda was vague about specific
changes or messages, noting only that she alreaaly to not spend “future money” with credit
cards. When asked to specify how her saving chaafiedthe program (if at all), she gave an
example of saving to buy a car. This appears tarbi@tensification of previously lower
moderate saving. Harold's description of the prea#shange gave clearer attribution of change
in the IDA program. He learned about the dangexgadit cards in the financial training and
consolidated his debt from ten credit cards.

They helped me to get my credit together and shanetiow to budget, value money.
Even though you are poor, you can find all kindsvaj/s to save money. You don't have
to be rich to save money. That is the most impottaing that | have learned. Also, |
learned how to set goals because most people whotdwave money, they don't set
goals.

Harold sustained his increase of savings from $2&ipusly to $100 in the program.

Rosy’s case is particularly interesting for thade would like to program to help
persons most troubled. She became motivated tdheitDA after she heard she could use it to
buy a home. Rosy hoped the home would serve gddbe where she would reunify with her
six children. As in Tammy’s case, Rosy’s progresth wstablishing a sustainable saving habit to
attain an asset goal was not a straight linearggsadRosy attempted the IDA four times in total,
entering with and without official permission. THigference between Rosy’s first and last
attempt to save in the IDA was dramatic. At hestfenrollment, she was still struggling with
substance abuse and was dropped from the progrdmouvimaking any deposits. Each
successive time she managed to save more beforg theipped for missed payments. By her
last time in the IDA she saved the maximum amowssible, attended many workshops than
she was required, and set up small savings accturtgr children. Rosy was not only using
banks to hold her money, but can explain relatieeitsiof using market edge accounts as
opposed to certificate of deposits with variousuretion times.

The last moderate saver before the program beeanrgense saver after leaving the
IDA. Adina is a software engineering student froin@ia who hopes to save the remaining
funds she needs to finish school and return tabentry to start a business. She had a lucrative
profession in her country, from which she saved dfdher pay to fund her education.
Unfortunately, rising costs of tuition consumed fixed funding with which she arrived. She



26

was forced to withdraw for a semester to raise mdoeher last year of school. Adina has long
been a moderately high saver. The IDA paid one stmef her tuition, and taught her how to
economize more than she previously thought possialma stopped using credit cards.
Budgeting carefully, she brought down spendingtiams outside fixed bills to $50 per month.
Intense savers before the IDAA minority of respondents in this sample (N=3/23)
entered the program already saving intensely. Wizdtes them intense savers is the minute
attention to minimizing their spending, which dtée sustained after exiting the program. For
instance, Cyndi claims maximum income tax dedustmmthat she (not the IRS) can accrue
interest on money it would have otherwise dedutitealighout the year. Gemma saved most of
the income (82%) she earned as manager of a sfeeltbe homeless. Living on-site allowed
her to spend nothing on rent while eating with¢hents saved her food budget. Laura, another
participant who entered the IDA program with inesaving experience, provides a more
detailed account of the level of attention thatespn saving intensely brings to her spending:

I don't go to entertainment that costs money. Bbang | do is free or | go on a date or
my friends invite me. So, | don't spend money amaational things. | get my DVD's for
movies at the library and my books. I'm a readdori't have a television, you can see. |
have no cell phone, so | have only a lifeline phdr@ave not had a cell phone for years,
in fact, since my last regular job where | had &wéna cell phone. And after that job
ended, | dumped the phone. So | have no cell pHdra/e no television, no cable. | have
internet access, but it's on an unsecured netwddknot pay for internet. | qualified for
food stamps a couple months ago, so right nowmuadlgthave food stamps. So, my
expenses are extremely, extremely trim. | ride meydde for the most part. My car
actually sits a lot because if | can do it in titg on my bike, | go on my bike because it's
free. And | can park free and it keeps me in sohaps, a little bit. So | bike a lot. That
also saves money. (...) | think a lot of those thitigg people pay extra for, the phone
and the cable and all that stuff. | have trimmedbivn to 15 dollars for my phone a
month. That's it.

Laura’s saving strategies were even more precese she described. Since she floats in and out
of eligibility for food stamps, she uses them priilyato buy cans of protein. This supplements
the mostly carbohydrate-based diet she would otisertaave if dependent on food banks alone.
She also rents out a sofa in her studio apartmbatever possible.

The intense saving of the three women is reladeddeting asset goals specifically to
achieve economic security. Yet the likelihood asess from the asset purchase differs from
case to case. Marianne is the most successfuedhtbe, having already achieved the main part
of her goal. Once finished raising five childrensasingle mother on a combination of earnings,
subsidized housing, and credit cards, Mariannedee€ldio focus on herself and preparing for
retirement. After taking advantage of financial doiag through Consumer Credit Counseling
(an agency unrelated to EARN), she moved into tiend’s spare bedroom to repay a $30,000
credit card debt. Debt-free after five years, Mamia decided to pursue home purchase once she
realized that housing costs could easily outpacesdaal security benefits over time. Marianne
saw mortgage payments as rent that is fixed fotytgears. She used her IDA towards a down
payment for a condominium. Now in her late fiftid&grianne’s new goal is to outlive her
mortgage and pay only HOA dues with the retirentemefits when she can no longer work. She
perceives debt as “enslavement”, which she explappens “when you work to pay people that
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you owe. Whoa! You're enslaved to that job. You'toguit the job!” Every month she pays at
least double her mortgage payment, and if her in@altl employment hold out, she is likely to
meet her goal of economic security in old age.

Gemma used IDA funds to also help her purchaserehhat Gemma hopes will be her
first step in securing a retirement. She plans/emaually buy more properties and rent them out
in turn, eventually leveraging the equity of thertegfs) to open a record store. At the time of the
interview Gemma’s home was half-painted, with sava#ls needing to be erected. She saved
just enough funds to make the purchase but not g@miough to pay for the repairs necessary to
rent out the home to roommates. At the momentsheing off her credit cards and her credit
score has plummeted. She hopes her credit wiljuastong enough to finish the repairs and
move tenants in the spare rooms. She is confidemei ability to rebuild her credit once this
happens. Gemma’s plan is dependent on no emergdakiag place in the next several months.
Since she had never built savings in her previagis paying career, she asset accumulation as
the only real way to transcend poverty and buitdement.

Laura, the final intense saver, is a vivid exangdleshat can go wrong in pursuing assets
for economic stability. The IDA program enabled tepurchase a car that allows her to expand
business beyond the immediate Oakland area, aggedhe would otherwise find impossible.
She is saving so intensely to repay a school legnieed thirty years ago. Ironically, Laura
pursued her education in large measure to escaphitghood poverty. When she signed the
loan contracts in her early twenties, she did ntitgate that periodic bouts of disability would
keep her from pursuing full time work in her prafies. Since Laura’s disability was not
permanent, Laura could not qualify for disabilignefits. Her private lender was also not
obligated to provide her with deferment during ylears she had no income, as would have been
the case if Laura took out a federal loan. Laurated out that school loans are the only loans
one cannot escape paying with bankruptcy. Thus $000oan she obtained originally had
tripled with interest that capitalized on the principdieSs currently paying over $1000 per
month towards her loan, and hopes to start sawngetirement when she is 55. She has repaid
over twice her original principal at the time oétimterview.]

Financial Coaching and the Larger Structure of IDAs IDAs are matched savings
towards a specific goal, typically including a finwgal training component. IDAs are
administered by non-profit agencies, which have then priorities and missions. EARN'’s
mission is to enable clients to achieve econonuarsty through assets. Although the IDA is its
core program, EARN is also involved in advocacy esgkarch. It maintains ties with clients
through a listserv that announces classes opemytina ho went through the program, as well as
community events like holiday parties and picniEARN also experiments with different
supplements to the IDAs. One of these is persaediliinancial coaching it made available to
those who successfully purchased the asset gegi@maximized their savings in the progfam
Financial coaching is not unique to EARN — in fadgrianne reported working through her
$30,000 debt with the help of a financial coachmfr@onsumer Credit Counseling. For two
participants in this study, the financial coachafignged them into intense savers.

Victoria’s change was the more dramatic. EARN aot#d her as an alumna who

® EARN'’s definition of ,alumni” is slightly differenfrom the one used in the research literature,
which we use in this study. EARN considers pastigpants who maximized their saving goal
alumni whether or not they purchased their assait\gith the matched IDA; IDA resarchers
consider alumni only those who purchased the asset.
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successfully purchased a computer for her educalio® coaching came just as she was
divorcing her husband and thus perhaps more awdhe possibility of making dramatic
changes in her life. Although never a carelessdgefVictoria also did not think to save money.
She returned to not saving after purchasing thepeden and becoming a nurse. Meeting with
her coach helped her identify and prioritize heslgoAmong other “impediments”, Victoria
gave up her traveling, a source of pleasure befodeduring her marriage, in pursuit of her
reaching her longer term goal of building an emeecgdund of three months of income. She
explained the nature of the impediment in psychokldgerms:

Yes, | think | felt a little bit of pressure to donm to a certain standard of living that may
or may not reflectmy ability, my financial ability, ireal terms... | happen to put a lot of
value in travel so understanding that maybe theutdcbe ebalancebetween my present
and my future ...and overcoming that emotional attastt to traveling...

Victoria’s statement reflects a very sober assessofener earning potential relative to lifespan,
and a separation of needs and wants that can deerstdnarsh in a society whose advertising is
based on the premise that the future will someladw® tase of itself. She eventually met and
surpassed her goal, saving $18,000 as of the iaternAutomatic deposit continues to draw
money into an account whose existence she triegtoe.

Jennifer also experienced a realization abouéettent of the sacrifices that she would
need to make in order to build up savings for eetient and help pay for her daughter’s college
education. She had a late start in saving for s¢veasons. One is that she moved in with the
father of her child. The family lived beyond theieans with the help of credit cards. Jennifer
also became disabled soon before finishing colledpch capped her earnings to what she
would be able to receive with social security. Sloeild have still wanted to save, having come
from a family that saved intensely. Yet as she @xpld, the rules of her income maintenance
program combined with bad advice swayed her frormi@e natural tendency:

It was weird. Ok when | worked at minimum wage jalogust a little bit over in retail, |
worked so hard and | got so little money. And thgot disabled, they put me on SSI
[Social Security Insurance]. When | got it seemextarmoney for not doing anything.

It's a funny thing, isn’t it?

Yeah and | said, ‘gee, now | can save.’ Then | tbadrules that says you can’t save over
this amount. Then everybody kept saying, ‘I guessjyst have to keep spending then.’
You know. And then, disaster.

The disaster was her own excessive consumer @ealolinlg to bankruptcy. She found EARN'’s
IDA program while in transition away from the diddlp benefits and was drawn to a program
that will help her save. She intensified her sa¥ig nothing saved to a high moderate level of
saving even after the program. What is interestingut Jennifer’s case is that despite being
motivated to save money and being perfectly abbiotthe math herself, she did not realize until
her sessions with her coach that she would nesdv® a lot more money if she wanted to reach
her goals. Currently Jennifer leads a life geacedaving: working overtime whenever possible,
holding garage sales of friends’ unwanted itemsifgalong ago sold her own), with bake sales
in the garage sales. She also orders free samipiedetries and now has so many that she not
only never has to pay for her own bath needs, v @as enough to give friends and family as
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gifts (saving money again). Jennifer now has fivanths of income saved, which she evaluates
as a good start but far from her goal.

Discussion and Conclusion

We began this study with the identification ofaatradiction that exists within the
institutional saving theory that drives the creatid IDAS. The first element of the conflict is
that the structure of rules, incentives, and exaiewts will enable even the poor to save. The
second is that positive non-economic psychologicdl behavioral effects will emerge as a result
of the saving and/or asset acquisition experiesigtaining in clients an interest in further
saving and asset acquisition to fulfill longer-tegoals. The question is whether the non-
economic effects can sustain saving when the fal@iastitutional structure is removed. The
brief answer is that non-economic effects do appadrseem responsible for sustained saving by
a minority of IDA participants unable to save beftine program. However, amgoing
institutional system would be needed for biggerawstp.

Before reviewing the results in greater detaik ivorthwhile to point out the strengths
and limitations of this study. It adds to a limiteddy of qualitative research of perceived
impacts of participation in an IDA program. It is@the first to compare the intensity of saving
before and after participation in an IDA prograns. Quich, it is the only study to date which
enables an assessment of whether any continuaaysafter the program is more a result of
program participation or of saving intensity witlhieh participants entered. Yet this study has
important limitations. The results of this studg aot generalizable beyond this research site. It
is based on participants’ self report, rather tlnaoking of real deposits made. These reports of
saving were impressionistic and described behawany years in the past, making these finding
particularly subject to biases due to limitationsriemory and social desirability bias (Sherraden,
M.S. et al., 2005). Finally, the sample drawn fos tstudy is older, and reporting higher IDA
deposits than the average IDA participant measoatidnally (Mills et al., 2010; Sherraden,
M.W. and Schreiner, 2007). The research site \Wwasen for its particularly effective
administration of the IDA program. In sum, the lessuggest that this sample is particularly
likely to report positive effects related to progrparticipation.

We saw evidence of positive non-economic effqusticularly since the psychologically
based training was generally received as a calldeeper examination of one’s personal goals,
or at least a closer examination of one’s everyiayo discover hidden pockets of potential
savings. As such, the method is ego-syntonic -n @go-affirming. We also saw evidence of
many new saving behaviors that participants atteibtio the program. Participants generally
praised the program and recommended it to othérghws another indicator that IDAs may
have created a positive experience related to gand asset acquisition for these participants.

How much of a change from previous saving habdgdrticipants in this study
experience as a result of program participatiorpbgt-IDA survey of participants’ saving would
reveal that the majority (n=14/23) continued toesafter exiting the program. The
methodological point of including a pre-IDA measigshown to have been valid here: almost
half (n = 11/23) entered the IDA prograineadysaving a little each month. Nevertheless,
tracking intensity of change (rather than concdjting saving as a categorical phenomenon) is
also important. Although the majority of personsowtever saved before were unable to sustain
new saving behavior after the program (n=8/12/23}inority within this group of previous
non-savers (n=4/12/23) did continue to save, ardnabvderately high degree.

This suggests that although non-savers seem tireetye institutional structure of the
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program to save, there are also changes from progeaaticipation that are sustained for a
minority of the group, even without the programydred program participation. Nearly half of
those who were savers before IDA participationristied their ability to save. This finding
suggests that the experience is helpful for persbrarious levels of saving expertise.
Individual financial coaching enabled two individsigo become intense savers and not just
achieve, but surpass goals of escaping asset gduerthaving less than three months of income
saved). Finally, the discovery of a small groupnéénse savers (n=3/23) illustrates that the
purchase of a major asset like a house can enaldens like Marianne to retire in relative
comfort. Yet without additional consumer protectibis also possible for persons like Laura to
suffer financial ruin or, as with Adina and Gemnmabe in danger of ruin from such a purchase.

Stated differently, the results of this study ssgghat the structure of the IDA is
designed to help people save for assets, but mesearily to help people save for economic
stability. Molly pointed this out when | asked liiethere was something that the program would
do that it does not currently. She said she wisheg would help her build emergency savings
that keep being discussed in the training, buesgtThey only let you do it [save money in the
account] for a purpose and then you spend it agiay. [Yeah.]You know what I'm saying? |
don't want to always spend all money. I'm reallgagi’. Saving for economic stability would
mean saving to transcend asset poverty: accumglatiteast three months of income. It would
mean providing a saving opportunity structured wiitentives to pay down debts or build
retirement savings. At this point the IDA prograoed not allow any of these goals. In an
excellent example of the power of institutionatsture to shape behaviors, an important
proportion of respondents in this study joinedphegram focused on saving for the asset but
seem to flounder when it comes to applying thisledge towards transcending asset poverty.

A minority of individuals interviewed here werelalbo apply the lessons from the asset
building part of the IDAs towards saving for otlggrals on their own. Victoria and Jennifer
credited the individualized financial coaching EARMated to supplement IDAs for providing
personalized attention they needed to take anpthdagew of their financial situation in relation
to their goals. The participants then developetliet saving regimen that would help them
achieve this goal. The implication is that for mated persons in a financial situation that
would enable them to pursue such goals, providduit@nal training could be enough to help
them continue to save for the future on their o Jennifer pointed out, this is not something
that is possible for persons dependent on incometemance programs as currently structured.
However, it would be an excellent intervention éotlege students, since it would enable them
to establish sound financial management of inciikaaenings upon graduation. Schools that
serve students from low-income and low-wealth hbaokts should be particularly targeted.

Some individuals who saved neither before nor dlfte program pointed out that
increased financial stress makes it impossibléhfem to save outside of the IDAs. It is possible
that once their earnings increase, they will faving as they did when in the IDA program. It is
possible that providing them with a program to aaplish this (e.g. financial coaching, perhaps
coupled with some financial incentives) would bewgh. Others observe that although
enthusiastic to save, they simply cannot save @eitkie IDA program. Sandy stated that the
matching forced her to save, Mirah that otherwisepte are always in her pocket. The matching
and the protection of the funds is key for thesividluals. The implication is that they perceive
their earnings to be so small given the demands$ (darah and Sandy are single mothers) that
they cannot — or will not — set aside money forftitare. This fits within the institutional theory
of saving as well.
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As Sherraden pointed out, financial incentivesiebar the non-poor but (aside from the
IDA), not for the poor. If only for the sake of liegl consistency, similar incentives should be
developed for the poor. If we believe that inceegivare needed to help people make the right
decisions, we must admit that poor are also in méd¢idem. If IDAs are to serve as the
cornerstone of a new asset-based policy for the, pailitional investments need to be made.
IDASs, as the only saving program targeting the poegeive 0.02% of the total federal budget
incentivizingsavings or 0.00006% of the total asset-building budgeb@\Rademacher, and
Meier, 2010) If incentives are unnecessary and people shouleriekright decisions on their
own, a removal of the existing income tax dedudtiand credits for saving and asset building
for the non-poor should be considered.
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Article 2

Home Sweet Home: Evaluating Use Of Individual Devepment Accounts as Part of
Participants’ Larger Strategy towards Home-Ownershp

Introduction

An individual’'s sense of economic security is lhea the likelihood of being able to
meet misfortune with resources. Since one can awpgnd more than one earns, wealth
(defined as the accumulation of financial resourngsis debts, also known as assets and
capital) is a more salient measure of economicrggdhan the more typically used measure of
income (or the flow of resources per unit of timddmes are a particularly important form of
wealth in the United States, as the largest siagget typical American families possess
(Allegreto, 2011). Home equity (the portion ownsgdthe individual) signals credit worthiness,
enabling owners to obtain better interest ratestbar loans. Wealth can also be transferred to
descendants, whether directly (as inheritancehraugh legal obligation (as co-signing loans)
(Shapiro, 2005). Perhaps most importantly, eaclsinguypayment brings the mortgage holder
closer to outright ownership of an asset that eaedid, or borrowed against, in times of
economic distress. Beyond potential economic effdaime ownership signals the achievement
of the American Dream, and with it, a special edrdocial legitimacy. De Tocqueville
(1868/2000) theorized that property ownership leyadbmmon people is the bedrock of the
particularly American sense of social equalitydfing expression in communal helping, which
he observed when visiting this country during tB&as. He believed the French society from
which he came was missing these features, wittabmlations based on inherited wealth and
social rank (de Toqueville 1863/2000). Althougisitndividuals who purchase homes, their
ability to buy is shaped by legislature producedh®s/government they help elect. Key moments

" Wilkinson (2005) quoted this passage from de Tweilleavhen making a point about the
importance of economic equality:

Among the new objects that attracted my attentioing my stay in the United States,
none struck me with greater force than the equafigonditions. | easily perceived the
enormous influence that this primary fact exercmeshe workings of the society. It gives
a particular direction to the public mind, a partar turn to the laws, new maxims to those
who govern, and particular habits to those governed

| soon recognized that this same fact extendsfiteence far beyond its mores and
laws, and that its empire expands over civil sgcast well as government: it creates
opinions, gives rise to sentiments, inspires cust@nd modifies everything that it does
not produce.

In this way, then, as | studied American sociegm more and more in the equality
of conditions, the generative fact from which epalticular fact seemed to flow, and |
kept finding that fact before me again and agaia esntral point to which all my
observations were leading (de Tocqueville, 186302@0 1, as cited in Wilkinson, 2005,
p.37).



33

in wealth building for the populace in the Unitet@&t8s were a result of specific federal
legislation: homesteading during the Westward egjmanand the mass purchase of homes in
suburban settings after the second World War. Asique vehicle for the will of the people,
federal activity deserves particular attention.

Current measures of asset allocation point toiderable disparities by income and race.
The most recent measure of the inequality of tHdihg of assets that are not homes shows that
relative to most countries with which it competis® United States is particularly unequal
(Davies, Sandstrom, Shorrocks, and Wolff, 2608)focus on home ownership in the United
States in 2009 reveals that the home ownershipfdiettom quarter of earners was 47.0%,
nearly half of that of the top quarter of earn&8.8%) (Allegreto, 2011). In the same year,
fewer than half of Hispanic and Black households@dvhomes, compared to about three of four
white households who owned (Allegreto, 2011). Is ghproblem? Inequality of outcomes is
legitimate and even desired when the race takee gla an even playing field. Yet an
examination of federal activity in key moments @dtbry reveals a creation of an institutional
structure fundamentally different depending on gromembership. Since the role of the umpire
is as fundamental for the government to perforrmeisary protection and facilitation of
economic activity, it is important to examine gaveent asset-building activity over time and in
relation to race and class.

This paper focuses on federal activity in the ppdon of wealth building, as viewed
from the vantage point of interviews with dozen {meome workers holding Individual
Development Accounts (IDAs), a federally suppofealgram that provides financial instruction
and incentives for asset acquisition by low-incamekers. IDAs are emblematic of an attempt
to extend to poor those structures that facilitetget purchase already available to the other
classes. The picture that emerges is one of caadidefederal promise, not backed by
resources. After presenting the historical backgdoof federal activity in relation to asset-
building, | present the major themes that emergeah the interviews in my study, looking first
at participant background, then context of attewhgietion, and finally identifying key factors
contributing to outcomes (Strauss and Lincoln).

The results are as follows. IDA participants intewed here come from families that
owned homes. They find themselves in a context @/batering a contract towards home
purchase is not only exceedingly expensive, bgiven the disjunction between the promise and

® The Gini index measures economic distributionmfrtries and ranges from 0 (perfect
equality) and 1 (perfect inequality). Its measurethe United States is 0.801 and that of the
world is 0.892. It is not surprising that US wedittiidings would be more unequal than those of
its European rivals (Spain, Italy, Germany, UK, &ndnce rank ordered from 0.570 to 0.730).
More interesting is its considerably greater indityieelative to other countries with similar
historical origins (Canada, 0.688 and Australi&2Q). It is even more unequal than
economically developing countries in the Westermidphere (Argentina, 0.740; Mexico,
0.749; Brasil, 0.784) and Eastern Hemisphere (&rb50; India, 0.669; Russia, 0.699). These
figures are based on global wealth distributio@000, derived from varied sources like
household surveys, tax records, and regular repbrtgedia outlets liké&orbesfor those most
wealthy (Davies, Sandstrom, Shorrocks, and Woli08). The data measures the time was
before the economic crashes that are widely beali¢wdave increased inequality.

® Low income workers are a population more likelyoeoHispanic and black (Acs and Nichols,
2007).
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actuality of federal support -- quite baffling aslivThe IDA program provides some funding
assistance, while helping respondents overcombatresr of complexity. Through its rules of
participation it links clients to a network of extal helping agents in non-profit and for-profit
sectors. Ultimately, participants’ likelihood ofcaess depends on access to intense saving
opportunitiedbeyondthe IDA program. Access to such opportunitiemfiienced by stage in the
lifecycle. IDA participants with active caretakingsponsibilities did not report such
opportunities, except in cases where unusual fedgesvention is evident. The variation of
access to funding outside the IDA within a contgigh cost of initiating home purchase,
helps explain why IDA researchers using randomcedrol trial research are finding the
program to apparently have little effect on homechase of its clients. This paper finishes with
a larger consideration of the current federal alssétling budget. | find that the under-funding
for home-purchase among the poor is less a rekaltack of federal resources, then of their
misuse. A surprisingly large pool of federal resasris leveraged to assist those who already
hold considerable wealth, to build more wealthefiiect, the government can play a decisive
role in helping those with scant resources purchaseses, but doing so would require a re-
examination of spending in light of larger goals.

Restructuring the housing market: A brief history of federal involvement

Federal activity has long shaped the creationedlthh through housing in this country,
for better or worse. This section explores itsrafits to expand wealth holdings to larger
segments of the population, with attention to kbthindirect structuring of the market and
direct programs. While both have deep history réi@ance on the former as opposed to the latter
played an important role in the 2007 economic cthahhad roots in subprime lending. The
goal of this section is to illuminate federal ait{ivn the building of capital in this country, and
to disentangle modes of helping available to theegument in addressing gaps in asset
acquisition.

Until the federal government became involved inging during the Great Depression,
most families could only rent, with only four imt@wning (Schwartz, 2010). Those who
attempted to buy homes without sufficient wealtiptiochase them outright found lending
conditions that made this a risky proposition. Mage loans required a down payment of at
least forty percent of the purchase cost, withaheeeleven years for repayment and balloon
payments due at the end of the loan (Schwartz, )2@fter the stock market crash of 1929,
these conditions encouraged the initial rash cfdlmsures. These initial defaults were made
more severe by cash-starved banks’ refusal to geavew mortgages for owners still capable of
making housing payments. The government restruttilve housing market by creating
Government Sponsored Enterprises (e.g. Fannie NEAdtldie MAC, Federal Home Loan
Banks), secondary lending institutions that progideeaper lines of credit to banks and secured
banks’ investment in home mortgages (Schwartz, R0t élso created the Federal Housing
Authority (FHA), which administered a mortgage ireswce program for persons with lower
credit and wealth. The fifteen and thirty year ixate mortgages now standard were thus a
result of federal intervention in 1930s, as indughok advantage of institutions that decreased
their risk and increased their profitabifityExtended repayment terms and smaller amount of

9 The mortgage interest tax rate deduction is ngtabsent in my list of early federal
interventions which structure the current housiregkmat. This tax deduction did not become
used until after World War 1l or explicitly idenigfd in the tax code (as housing) until 1986. It is
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wealth needed to obtain a mortgage — twenty pewfahie purchase price for conventional loans
and about three percent for FHA insured loans bledamost families to benefit from
homeownership. At its height in 2001, almost sewneien families owned homes (Schwartz,
2010).

The federal government also used more direct {acgée initiatives to help persons with
less wealth obtain property. Yet in the implementabf these historic programs, blacks were
largely denied access to these wealth-building dppiies. For instance, the Homestead Act
that opened new territories to homesteading a¢tigeof the Civil War granted land to non-
Confederate whites, but not blacks. The Southerméstead Act of 1866 passed soon after
opened land to blacks, but the land it granted istet of swampland, making it difficult to use
without ready additional resources (Oliver and $toga2007). Another example is the Federal
Housing Administration and Veteran's Associatioarie for housing, which were similarly
available to all servicemen returning from World Miahrough the G.I. Bill (Massey and
Denton, 1993). FHA’s new standardization of loangedures for underwriters continued and
compounded the existing practice of racial segregaif space through the practice known as
redlining. FHA instructed underwriters to deny Iean neighborhoods where blacks lived or
were moving. After these federal regulations weraaved, homeowners in new suburban tracts
used covenants that precluded future sales to lddius blacks were forced to remain in
decaying urban housing, where they could neithezive loans for the purchase or renovation of
housing. In effect, the massive post-war housinghand wealth building through homes in the
suburbs would primarily benefit whites (Katznelsa@0§.

In the mid-1990s, the federal government became ractive in expanding the
opportunities for low-income individuals, partictiablacks and Hispanics, to purchase homes.
The primary technique was indirect: encouragingkbada increase lending to the poor.
Beginning with the Clinton administration and coming under George W. Bush, the federal
government used the Department of Housing and Uteelopment to push the Governmental
Sponsored Organizations to relax underwriting staahsl for those with lower wealth and less
than optimal credit scores (Leonnig, 2008). Unfostiely, this relaxing of standards coincided
with diminished regulation of the financial marletd the automatization of underwriting
procedures, innovations that allowed exponentrallye loan approvals to be processed than had
been possible with human underwriters (Yandle, 2008w interest rates further heated the
housing market, particularly the subprime lendiag( variable interest rates, balloon payments)
towards which low-income minorities tended to keestd (Pew Research Center, 2011).

unlikely to have ever been intended to stimulatméownership (Ventry, 2010). | will discuss
this deduction and similar federally funded bemsafitthe conclusion, as part of a larger
discussion of the housing market.
1 wilkinson (2005) also quotes the connection treaTdqueville made between social and
economic equality, as in the contrast in the refegibetween whites (cited above) and whites and
blacks:
It is easy to see that the lot of these unfortunatepires little pity in their masters and that
they see in slavery not only a state of affairsnfrehich they profit, but also an evil that
scarcely touches them. In this way, the same mamisviull of humanity for his fellow
men when they are at the same time his equals lE=scm®ensitive to their sufferings the
moment their equality ceases (de Tocqueville, 18833, p. 251, as cited in Wilkinson,
2005, p.39).
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The consequences of the economic crisis thattessate well known. Less discussed is
the racial gap in asset holdings (Pew Researche€e&2111). In 1995, the difference between the
wealth of whites to that of blacks and Hispanics wdo 1 for both pairs. In 2009, whites owned
18times more wealth than Hispanic afitimes more wealth than blacks (Pew Research
Center, 2011). In light of the financial dangemitioich families are subject if the homes they
have purchased are foreclosed upon, critics suggdéisat the drive to help low-income
individuals purchase homes should be reconsidéfadd|e, 2010). Such a reconsideration of
the asset-based approach to poverty is legitinbategnly if it spurs increased attention to the
techniguesised to address the gap in asset holdings.dsssHelpful if used as an excuse to
abandon attempts to address the racial gap in laskiihgs altogether. The problem of the racial
asset gap not only remains; it has tripled.

Individual Development Accounts (IDAs) are an extaan to the federal government’s
otherwise largely indirect attempts to help thost fiew resources build wealth at the turn of
the millennium. According to one quasi-experimestady of IDA programs in six statgbe
program appears to help participants keep the htimegpurchase. The study found foreclosure
rates of IDA participants purchasing homes betwk¥99 and 2007 were one half to one third of
the foreclosure rates of a comparison group matblyguirchase price and area (Rademarcher,
Wiedrich, McKernan, and Gallagher, 2010). A patacly interesting detail in this study is that
the IDA participants were predominantly minority mwen, whereas the control group drawn
from SIPP data used in this quasi-experimentalystval largely made up of white men
(Rademarcher, Wiedrich, McKernan, and Gallaghet020Typically minority women are
considerably more likely to face foreclosure thantezmen. What could be responsible for these
differences? The study authors suggested thatrtigggm provides protection by screening loan
offers for participants — the IDA program staff gafuse to grant matched funds for loans it
considers unsustainable. If confirmed with addricstudies, these initial findings would suggest
that a mechanism that delivers assistance for lpurehase to the poor in the more direct form
of financial incentives and training could mitiggmblems associated with a reliance on indirect
market incentives without this additional layercohsumer protection.

12 DAs were not specifically designed to addressréuéal asset gap, rather seeking to extend to
low-income workers asset-building opportunitiegatty available to other classes. Nevertheless,
since blacks and Hispanics are considerably mketylto earn low incomes than whites, this
technique to promote asset building among the pbeffective, can contribute to ameliorating
the racial asset gap. A national study shows tleaptogram is disproportionately used by black
(46%) and Hispanic (12%) women (82%) (Mills et 2D08).
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Evolution of IDAs

What are IDAs? IDAs are dedicated matched saving accounts forifmeme
workers. The federal government is the largestisimding source for IDAs, through the
Assets for Independence Act of 1997 (AFI). The mpjof the IDAs are structured to meet AFI
requirements. AFI designates 24 million dollarsually in the form of a matching grant
(Grinstein-Weiss and Irish, 2007). AFI funds arenpetitively granted to non-profit agencies
administering the program, and these granteesiinseek matching funds from community
resources (e.g. foundation grants). The two fedardlcommunity dollars would then match a
dollar saved by the individual participating in fhygram, with the stipulation that the funds
would be dedicated towards the purchase of an gesé(e.g., a house or security deposit for
rental unit [welfare recipients only], but alsowsmmess or higher education) and that the
participant completed a sufficient number of finmhmanagement and asset acquisition classes.

IDA participants typically have two years to finithe program. The ability to spend the
money in a timely fashion is as important as theofsaving itself. Once the participant is ready
to purchase an asset, the matched savings ardipaitly to a vendor. Participants can withdraw
funds after saving for six months (EARN Saver'sdizook, n.d.). It is possible for participants
to save the maximum match-able amount ($2000 sav##)00 match) but be unable to use the
money before the two-year time limit (plus any @siens, which are sometimes granted). If
individuals are unable to purchase the asset, sh®ings are returned without the match.
Emergency withdrawals are possible, but only ieva $ituations if the participant is to remain in
the program. Otherwise emergency withdrawals cnstdropping out of the program, with
participants retaining money saved without the imatc

Historical Context of IDA Emergence. IDAs originated as Aid for Families with
Dependent Children (AFDC) and other income suppargrams, i.e. “welfare as we know it”,
in the words of Bill Clinton and others, became &Wdcriticized. While some questioned the
utility of using federal programs to provide incomaintenance assistance to the poor (Murray,
1994), others pointed to the existence of an iblasivelfare state that overwhelmingly benefits
those who already have wealth (Howard, 208herraden and others pointed out that the
welfare system specifically addressing the po@rablematic not only for being highly
politicized and stigmatized, but for the way itsid@ discourages the poor from accumulating
resources. Any asset holdings that the poor maymagiate, despite curtailed access to asset-
building programs available to the non-poor, theaattheir eligibility for income support
programs (Sherraden, 1991). Sherraden proposed dBAs asset-building supplement to
income-maintenance programs. IDAs are a part ot Bt@esz (2000) called “bootstrap
capitalism”, and others call social developmentdiiey, 1995). This movement emphasizes
programs that would allow the poor to harness berebm capitalism gained worldwide
popularity after the collapse of the Berlin Wallid often associated with micro-
entrepreneurship (Servon, 1999) and micro-lendfun(s, 1999).

IDAs represent the main such program in the Urfiesdes. Their implementation at the
federal level enjoyed bipartisan support from covesteves (who appreciated the tie to work and
individual initiative) and liberals (who apprecidtthe additional source of helping to the poor)
(Sherraden, 2005). IDAs by original design werbéavailable universally and for a variety of
asset goals corresponding to key stages in theytife. The government would provide
progressive contributions for the poor (Sherrad®91). IDAs in practice are more important as
an emblem of a specific approach than its actugescBetween inception and 2010, 80,461
accounts were opened and $76 million depositeBAslby account holders (Office of
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Community Services 2011). The program exists intimg not all, of the states. Its annual
funding of about $24 million per year through ABhstitutes 0.02% of federal funding for
stimulating homeownership (Woo, Rademacher, ane&iM2010). Though limited in scope, the
hope was that positive outcomes from IDA trials Wdoe used to demonstrate the legitimacy of
the asset-building approach (Sherraden, 2008) ebhd&FI funded IDAs are deemed a
demonstration project (Public Law 105-185). Yet llope was that if IDA research could
demonstrate positive outcomes, this could leadftmdamental reorientation in the way that
poverty was addressed in the United States (Gim¥teiss and Irish, 2007; Sherraden, 1991).

Research Literature. Studies of IDAs tend to focus on the functioningod
program itself, largely abstracted from the contex#hich such programs exist. IDA research
first strove to determine if the low-income workergolled in the program would be able to
save?®, quickly followed with explorations of whether tain individual characteristics or
features of the program were associated with @fteaving (see Richards and Thyer, 2011 for a
review). The results of these early quasi-expertalestudies supported the hypothesis that the
poor could save, although some individual charégsttes (e.g. marital status) and program
features (e.g. size of match offered) were assedtiaith greater rates of saving (Richards and
Thyer, 2011). The second major research questienwiather the low-income workers
randomly chosen to participate in an IDA progranulddoe more likely to acquire assets
relative to the control group. Likelihood of homereership was the measure used for asset
building. A series of studies drew on data collddtem Community Action Project of Tulsa
County (CAPTC), a multi-service community actioreagy whose clients were randomly
assigned to receive or be barred from using the pbgyram implemented for the purposes of
the experiment (Grinstein-Weiss, Lee, Greenson, Had Irish, 2008).

The results from the longitudinal RCT study foagson likelihood of home purchase
proved less promising than the earlier quasi-expamial studies that focused on saving within
the program. Mills, Gale, Patterson, Engelhardkden, and Apostolov (2008) found elevated
frequencies but no significant differences in asseuisition, except among renters not
participating in a public housing program. Trackpagticipants’ flow of resources suggests that
money contributed to IDA accounts was likely resledgf from other saving accounts rather than
new saving (Mills et al. 2008). A later study dltbsy significant difference in the ability to
purchase homes among those IDA participants whio foashed the prograrand paid down
their debts while in the program (Grinstein-Welsse, Greeson, Han, Yeo, and Irish, 2008). Yet
preliminary analysis of the final ten-year wavelo# longitudinal study suggests that the early
gains, which did not quite reach the level of digance (significant at the 0.058 but not 0.05
level) (Mills et al. 2008), had disappeared byfihal wave of the study (Grinstein-Weiss et al.
2011, November 15).

Various explanations were offered for this lacKinélings in the RCT studies. Among
them were attrition, contamination between reseancthcontrol groups, and the considerable
variability in the prices of homes relative to timount of funding available with IDAs
(Grinstein-Weiss, 2008; Mills et al. 2008). Thetlakthese explanations deserves further
attention. Rather than a particularity of one sfushicing is central to the larger question of the
actual impact of IDAs. It includes the price forialnthe homes are sold, the discounts on the
cost buyers could get towards their purchase, sad additional costs potentially accrued after
the home is bought (e.g. maintenance, repairs)théeturrent focus on the features of the IDA

13 An open question at the time given common comftatf income and wealth.
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program as it functions in isolation, is unableapture participants’ use of IDAS relationto
these additional factors. This study seeks to addi@s gap in the literature by examining IDA
participants’ use of the program in context, iigeg their family origin, prices of homes and
loans, and resources inside and outside the ID&rpros participants successfully purchasing
homes employed.

Methods

| drew data for this study from interviews condettn the course of a larger research
study where | recruited a purposive sample of St pad current participants in a large San
Francisco Bay Area-based IDA program. Data frontigaants using IDAs for housing were
used for this study (N=12). The larger sample veasuited using a trilingual (English, Spanish,
Cantonese) email invitation sent by Earned AsseteRch Network (EARN), an IDA
administering agency that collaborates with a da#éer agencies around the San Francisco
Bay Area (more information about EARN below). Iniews were conducted in the spring and
summer of 2011, at a location of participants’ aing, typically their residence. | conducted all
interviews in English and trained research asdisteonducted interviews in Spanish and
Cantonese. Interviewers were instructed to useteeview protocol as a guide, emphasizing a
more natural flow of conversation (Miles and Hubann1994). The majority of the interviews
were recorded and transcribed. When participafitsed recording or in event of equipment
failure, extensive notes were typed soon afteirttezview.

Participants

Individuals are eligible to obtain an I&count directly through EARN or a partnering
agency if they can demonstrate they are low-incooikers meeting certain criteria.
Specifically: (1) their income falls within 200% tife poverty rate upon admission, (2) at least a
portion of their income comes from paid employmérB) they have less than $10,000 in net
assets (value minus debt, vehicle excluded), @) dre over 18 years old and have a Social
Security or Individual Tax Identification NumbeB)(they live in the Bay Area (earn.org).
Similar to the nation’s IDA participants, EARN’'semts are mostly minority (29% Latino/a,
25% African American, 23% Asian, as versus 12% @sian) and female (68%) (EARN, 2010).
The average household income at enroliment is 0(EARN, 2010).

The typical participant in this study is femal®/12) in her late thirties (average age is
37.9). She is about equally likely to be black §/1Asian (3/12), or Latina (3/12). Half of the
participants had longstanding roots in the Uniteades (with all immediate family members
including her grandparents born in the United Sté6¢12)), and another half were immigrants
or the children of immigrants. The average incormstudy participants at $26,585, was more
than the average of EARN clients ($19,102). Theaye amount of monthly savings in the IDA
for this group was about $103, with about $155 ofthly savings in other accounts. The slight
majority of study participants had incomes falllmgween $10,000 and $30,000. The typical
participant has a bachelor degree (5/12) or sorsegerondary education (4/12). She is about as
likely to be single (5/12) as married (4/12) asasafed or divorced (3/12). She is likely to have

14 Since the 1996 Welfare Reform Autelfare recipients are mandated to work in order t
access the income support program.
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at least one child (8/12), although a third of shenple participants had no children.

Table 2-1 below situates study participants dbsdrby their aggregated demographic
characteristics above relative to their individpedgress through the program. | selected all
participants using the IDA for housing, but notwaéire saving to purchase a home. Persons on
welfare (CalWORKS in California) are also allowedsave to purchase a security deposit for an
apartment, and two participants (Sandy and Richeudgessfully obtained the matched funds for
this goal. Sandy isot currently saving towards home purchase while Ritfsgsaving, albeit
through a different program. Aside from these twoeptional cases, the placement of the
remaining participants in table 2-1 is best exawhiag proceeding chronologically through the
program, from left to right, towards successful anduccessful outcomes in the extreme right.
Beginning on the far left are current savers wheendly entered the program (Wells and Ana). It
is difficult to judge if they are likely to succégby purchase a home by the end of their
program, and their position on a vertical axisasAeen the two outcomes indicated by arrows.
Proceeding to the middle of the page shows thetmextlusters of savers (on the far right to
indicate near completion of the program) are twdigipants who appear very likely to gain the
house (Bree and Richard) and one (Dorothea) wheapmearly ready to drop out. | base my
estimate of the likelihood on the optimism or pessin regarding meeting the goal they
themselves expressed in the interview, and evidéreecited (size of savings, time left in the
program). Finally, on the far right of the pages past participants who successfully received an
IDA match to purchase the house (Gemma, Marianniéjav) and others who left the program
without receiving the match (Mirah, Rosie, Sondrayill explain the salient themes listed in the
graphic when presenting the results of this study.



Table 2-1: IDA Status and Salient Themes

Savers Past Participants
Gemmal, 3, 4, B)
Bree (1,2, 3, 4) Marianng(l, 3, 4, B)
Richard(3, 4, B)* William (1, 2, 3)
>
o
Wells (1, 2, 3) 2 e
22
7]
>
Mirah (A, B, D)
DorothealA, B, D) _
Rosie B8, D)
Sondra B)

TNy

InO doia

Salient Themegas applicable,

discussed as results) (A) Home ownership
(1) Home ownership common rare

(2) Information about process: (B) Information about
Informal process: Formal

(3) Supportive family OR no (C) Active caretaking of
dependents dependents

(4) Intense saving opportunity (D) IDA sole funds

Notes

* Actively saving for home
through another program; IDA
alumnus for security deposit

** |DA alumna for security
deposit not currently saving for
home

1%
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Table 2-2: Biographical Notes about Study Participa

Ana

Bree

Dorothea

Gemma

Marianne

Mirah

Richard

Rosie

Sandy

Sondra

Wells

William

An immigrant from China as teenager, now intheties, Ana is currently a Real
Estate agent who recently joined the IDA prograreaee money towards purchase
of a home. Divorced, no children.

African American mother of two school age dt@h in her late 20s. Intensely
saving for home purchase, in large part by moviith tver husband and children to
grandparents' home. Preparing to purchase homehwéthelp of the IDA program.

American-born daughter of Guatamalan imamnitg, currently living in apartment
with her teen age son and disabled mother and.dxteothea is in her mid-thirties
and seeks to purchase a home where her sister wouteeed to crawl up the stairs.
Although still in the IDA program, her prospectspefrchasing before her last
extension expires seems dim.

A deeply spiritual single African Americanmamn in her 30s, Gemma has
successfully purchased a home with the help ofAeprogram. She is not living
off credit cards as she attempts to renovate theetor tenants.

Marianne is approaching retirement ageerAgising her five adult children herself
with government assistance, she decided home meahauld ensure her retirement
pension is not eaten by rising rent prices. Su¢ekgpurchased small
condominium.

Mirah is a bi-racial woman in her early 20Banis raising her toddler herself after
separating from her daughter's father. She droppedf the IDA program to
purchase a home she would lost to foreclosure.

Richard is an African-American man in haslg 40s who emerged from substance
abuse, homelessness, and involvement with the ggam to be sole parent to his
newborn daughter. Currently a substance abuse elmunsarried, with seven
children. Richard successfully saved for a secul#posit through IDA, and is now
close to purchasing house with savings through lya®alf Sufficiency program.

Rosie is a bi-racial woman in her early 46e weeks home purchase to reunify with
the remainder of her six children. History of saoste abuse and homelessness,
currently divorcing husband. Left IDA after failing purchase a home despite
maximum money saved in IDA account.

Sandy is a Latina woman in her mid-thirteesrently renting a home in the suburbs
with her two school age children. Successfully clatgal IDA for security deposit,
plans to pursue home ownership in the more distante.

Sondra is an African American woman. A simadiness owner in her mid-30s,
Sondra is living in subsidized housing with her ti@enage children and fiancé.
Unintentionally dropped out of the IDA program aftenfusion about making
deposits.

Wells is an African American woman, marrigdian her late thirties. After moving
to California with her husband, she hopes the IDégpam she recently joined will
help her purchase a home.

William immigrated with his parents from @ia as a young child. Currently single,
childless, and in hismid-40s, he successfully paseld his home with the help of the
IDA program.
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Study Site

The study site was chosen using a thealetther than representative sampling strategy
(Luker, 2008). In this case, rather than choosmggency with average characteristics of an
IDA providing agency, | chose one that exemplifs@sagency that functions particularly well.
The choice was based on a strategic use of resuksdhe scope of this study would not allow
me to gain a sufficiently large sample size of IB&ving agencies to be representative, | sought
an agency that is sufficiently well-functioning thiae noise of idiosyncratic administrative
problems would not diminish the clarity of what tilBA program is meant to achieve. Since |
was also particularly interested in the comparagxgerience of immigrants in an IDA program
(analyzed in another chapter), | sought an agesuatéd in an area relatively dense with persons
born in other countries.

Earned Assets Resource Netw@&ARRN) is a well-respected non-profit agency lodate
in San Francisco. Its attrition rate is approxirhakalf of the national average (29 vs 60%)
(EARN, 2010), and participants’ average saving iatbout six times as great as the national
average ($115 vs. $19 respectively) (EARN 2011tguarreport; Mills et al., 2008). EARN had
a staff of nineteefull-time employees and a budget of nearly fivelimnl dollars in 2011, the
year the interviews with its clients were condudimdthis study (EARN Form 990, 2011; EARN
quarterly report, 2011). The agency’s major fundectide Citibank (which also holds saver’'s
deposits) and Levi Strauss (whose seed money wasiaéd to start EARN in 2001). EARN
also receives federal grant funding through theefsstor Independence Act of 1997 (AFI) to
administer the IDA program. EARN has a relativelpsg media presence, judging by the
frequency and newness of the articles and interwvieferenced on its website (earn.org). EARN
also contributes to the development of new initegi The agency conducts its own research and
contributes to state policy discussions throughpiblecy arm of the agency. It successfully
partnered with the city of San Francisco and theeFs Reserve Bank of San Francisco to
provide low-income individuals dependent on fritiganking practices (e.g. check cashing) with
access to low-cost or free banking services. Theltiag program Bankon San Francisco is
becoming scaled nationally (cite EARN website). BARartners with a network of other
agencies, with which EARN administers the AFI graidthough clients accessing IDAs through
grant partners are assigned that agency’s staffadse management, the basic rules of IDAs
across the network are uniform (cite EARN handbook)

Analytical Strategy

To elicit themes for the individual experiences\tiewed the data by reading through all
the notes or transcripts of interviews with thetiggrants used in this study. The small sample
used here made the use of qualitative softwareagssary. | cut and pasted into a word
document any passages related to participants’goackd of homeownership (an explicit
guestion in the protocol, with a follow-up questasking whom participants turn to for
information and encouragement related to the hamehase), descriptions of strategies used
and mention of other programs, motivations to eegadghome-buying and any impressions of
the process itself. | noted clustering into theiaed searched for negative instances, or examples
where my emergent hypotheses were disconfirmee) (¢itliscussed unclear passages with my
research assistant, asking for her understandittgeadata before providing my own.

A note about my position as researcher is impottamake, given the more subjective
nature of data analysis. | leveraged my own expeeeas both an alumna of EARN'’s IDA
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progrant” and first time home buyer of low to moderate inedimenhance my understanding of
the larger context of first time home buyer progsaargeting low-income individuals. | read
websites produced by governmental, non-profit, fangbrofit agencies involved in the process.

| attended workshops on the process of home puedras more general financial training and
scheduled formal and informal interviews with thaiesenters. The advantage of this parallel
process is that my insider status allows me toedisauances in the transcripts less apparent to
someone who is not actively considering home pwehar whose means are sufficient to
purchase a home without engaging in the processeaKing external funding. It also granted me
easier entry with informants. The disadvantagéas my perception of the themes may be
colored by my own experience. Perfect objectivstympossible in any research. | strove to
minimize bias through techniques reported above.

15| saved for higher education. My spouse was safzing house. | was able to successfully
draw the match for my asset, but since his timé@énprogram elapsed without a home purchase,
my spouse left the program without drawing downrttech. By the criteria used by EARN we
are both alumni; by the criteria used by IDA resbars and in this study, | am an alumna and he
is a drop out.
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Results
Background Factors

Motivation to Buy. The IDA program allows participants to choose oseetgoal for
which to save to receive matching funds at thetpafia successful purchase. We asked
participants what prompted them to choose theil goar the others, to gain a sense of the
motivating factors. Before delving into the answieosn IDA participants who chose to use
IDAs for housing, it is worth noting that particiga in the larger study sample tended to rule out
home purchase because they perceived the costspimbibitive. Eve, a white single woman in
her thirties who is using her IDA for education egked “| know that's a nearly impossible to
get a home here”. Harold, a single immigrant nmahis sixties who was born in China and is
now saving for a business pointed out that the @@6tal that the IDA could provide is
insufficient for this purchase. He laughed whendraarked that “6000 dollars only is even not
enough to pay the lawyer fee16!” Perhaps consetyyetiers saw home ownership as
something to aspire towards later: when they hawettr job or have completed more
immediate goals. For instance, Mandee, a divongerdigrant from China in her forties explains
that “My daughter is 18 now, and | have to solve phoblem that is most urgent or in front of
me now. After [my] daughter’s education, | will plan getting a house or eventually start a
business. You got to do things step by step fraamtibst urgent to the least urgent.” To this list
of persons who choose IDA goals other than houlsimtj add Sandy, the participant in the
current study who used the IDA for a security dépmst did not go on to pursue home
purchase. She currently has no concrete plans mg alithhough she expressed a similar sense of
needing to proceed sequentially through goals, inatime purchase as a goal to be pursued only
after she makes greater advances in her careerstliggests that even for those that do not
choose to save for a home, such a goal is recajazéaudable, even if currently unattainable.
For instance, Sandy’s rental is in fact a homéesuburbs.

Shifting back to the participants in this study wthd choose housing as a goal, | find
reasons that ranged from the functional—as an tme#t or a strategy for ensuring a
comfortable retirement—to reasons that seemed retated to the personal meaning that home
ownership brings. Certainly the two categoriesrtemutually exclusive. For instance, William
rhetorically responded to the question of why hesehhome purchase, stating “it is the
American Dream, to have [a] roof ovehis answer sounds meaning based, with a parnticula
connotation given William is an immigrant. Yet tAemerican Dream to which he seems to refer
consists of having the opportunity to invest tangaealth, as opposed to becoming particularly
American in manner and dress. William talked thioug the interview about having taken
advantage of a moment when the home market bralayin the prices of homes sufficiently for
him to afford to make the investment. He was swsfoég making this investment..

I will present the more clearly economical reasiinss. A couple of participants, both of
whom were interviewed in the home they purchasel thie help of IDA funds, had very clear
plans for how they would use home ownership bslaark against poverty in old age
Gemma was worried about not having a retiremendwadc She planned to purchase and rent
multiple properties and then start her own caféraedrd shop. Marianne’s plan was more

® No lawyer fees are involved in home purchasechnsing costs do need to be paid on top of
downpayment. Perhaps William was referring to clgsiosts in his statement.
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urgent. She had spoken to a slightly older frielndua his retirement and expected to hear stories
of relaxation. Instead, he pointed out to her thatrising costs of living, particularly of rent,
were eating into his retirement benefits. An enécgand independent woman, Marianne
realized that her friend’s poverty would grow margite until he is forced to live in senior
housing. Determined to avoid his fate, she decidguirchase property so that if nothing else,
her fixed interest rate 30-year mortgage will pdevher with fixed housing payments. She also
plans to work as long as possible and pay off bado at an exponential rate, so that by her
retirement she would have only Home Owner Assamigfiees and taxes to pay with her
retirement check. She added that leaving her @mlerith property would be “lovely” as well.
Ana is a real estate agent who wanted to purchhsena as an investment for future gains but
being in the beginning of the program she seenexidertain that she would be able to actually
purchase one. She vacillated between saving fongelrand a business, and wished she could
save for both

Two other participants hoped to use housing toigeotheir children with aniddle class
existence, a reason that blends the functionabgmibolic. Sandy rented her home in the
suburbs to provide her children with a n immedratddle class existence. Bree is also
motivated by thoughts of her children’s future. 8hasing a riskier strategy than Sandy, saving
to move her family to one of the newly bankruptestin California. While she recognizes that
safety and schooling are much more of a conceme tsbe is optimistic that the fate of the city
will turn. Her goal is to eventually purchase aadtranother home with the equity she will have
built up with the first, allowing her to eventuabgll one of the homes to pay for her children’s
college education. At the end of the interview,8Bmeade a motion of one hand jumping over the
other arm stretched out as a barrier, signalingrsrés to jump classes.

Two participants presented reasons difficult tesify: they reported simply taking
advantage of opportunities presented to them. kdraRd, this is Family Self Sufficiency, a
program funded by HUD and available to a small propn of persons in its subsidized housing
programs (vouchers and public housing). Rent irsggavith income when housing is
subsidized, until participants’ income renders theetigible. Families enrolled in Family Self
Sufficiency have the increases in rent saved iasemow account. Richard’s funds will be
available for him when he is ready to purchaseaMalso seized an opportunity, but this was
the opportunity to drop out of the IDA and buy aike for no money down. Mirah’s opportunity
lead to a foreclosure on the house she bought loprisoe terms.

At the other end of this continuum are two parteits for whom home ownership
appears tied to gainingsgnse of control and stabilityin their lives. For Rosie, a desire for the
security of a home is tied to an end of decadéi$eo$pent battling substance abuse,
homelessness, and the child welfare system torregsitody of her many children. As she
explains:

Rosie The reason why | wanted a home was because meafamily have been evicted,
through a lot of places (...) | just want a hometlsat t can reunify with my last set of
twins, and you know, just be comfortable and ingeeavhere | won’t have to worry about
being thrown out and our family can be united.

Interviewer: So it seems that the home represents way moreatharvestment...it seems
as if it's kind of like bringing...

Rosie Safety, tradition, security.
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Dorothea wants to buy a home so that it would Iséeedor her disabled brother to enter the
domicile; currently he has to crawl up the staihen asked if it would not be possible to
simply rent an apartment on the ground floor, steaight up the difficulty of finding affordable
apartments in the large urban city where she lrekher frustration with landlords’ power over
her family’s existence. She too hakistory of evictions Bree (listed earlier as attempting to
ensure a middle class existence for her childriso) mentioned wanting to shield them from
being evicted.

What makes these goals appear meaning-driveatstiictly speaking, home purchase
may not necessarily make a person less susceftibkeing forced to move. After all, the
foreclosure crisis was in full effect at the tinfeoar interview and millions of families were
forced to move out of their homes. In Rosie anddilwa’s cases the women'’s finances seemed
too tenuous to stave off evictions, or in the aaldeomes, foreclosures. Indeed, Rosie was in the
process of becoming evicted at the time of oumruiésv. Although Rosie now has multiple part-
time jobs, it would likely be difficult for her tmaintain mortgage payments on a home large
enough to reunify with her six children, particlyasince she was also divorcing her husband.
Dorothea’s financial situation was similarly diffit. Her income had been dropping, forcing her
household to rely more on her brother and mothmagager disability checks. If Rosie and
Dorothea were to be able to purchase the homesatheyin their current financial situation, it is
guite possible the act of purchase would not shileddh from being forced out of their living
quarters.

These women may be responding to the connectiaveleaetownership of assets like
homes and aense of social legitimacylhe connection has long been made (e.g. see Acknett
and Stake; de Toqueville). | will allow a particigdrom the larger study, an alumna of the
education IDA program, to explain the connectioa shserved between housing and social
legitimacy. Monique is an African American singletimer of a son currently 17 years old. She
lived for a several years in public housing aparttaavith her young child when the apartments
became infested with rats. As the vermin begamigdrito her sofa to make nests, Monique was
determined to enforce her right to safe living dtinds with the Public Housing Authority. She
consciously created a paper trail, attended meeting joined a board that would eventually try
to eradicate the rats. Her fellow tenants resiptticipating. She attributes her own ability to
take action to enforce her rights to having grownrua neighborhood where the majority of
families owned the homes in which they lived.

Who's enforcing that right? Nobody. We invisibleitBm not invisible. Why am | not
invisible? Because | haven't lived my entire lifigpublic, in affordable housing. | come
from a blue-collar town where working class peagid working poor people are able to
own a home. So I'm used to things being fixed. ¥on't have to have the best, but it has
to be quality. And these people have been indatthto take less. | haven't been
indoctrinated (...) [With rats,] you have drippings your sheets, on the floors. So when
your child drops a piece of candy or a piece at fahildren don't see the dripping.
Children eat off the floor. It doesn't matter hoean you are. You're not in control of the
conditions of your home, so you don't have a hoMieat you have is a roof over your
head, but you don't have a home.

Monique suggested her neighbors were loath todaken because they did not feel truly in
control over their living space, and assertingrthights would draw attention to their presence in
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the space, potentially threatening it.

Homeownership among family and friends

Heritability is an important feature of accumuthtesources: both in the sense that
people tend to replicate their parents’ socio-eaanatatus and in the sense that an asset like a
home can be literally inherited. | wanted to kndve tegree to which participants came from
families that could ease their pursuits of homecpase, so as to gain a better sense of the role of
the IDASs relative to that of the resources partiaig carry with them into the program. We
asked participants how common it was among thigindis and family to own homes. We then
asked participants to tell us to whom they wouldh ior guidance about the process of buying a
home.

The majority of the persons in this sample wereneated to family members who
owned homes. | consider the family background af fearticipants to be particularly strong.
Gemma and Marianne even described their familieelatively wealthy, for multiple
generations. The two women led lives they descrasedonsiderably more bohemian than those
of their family members. Perhaps a result of thdependence, these women did not consult
with their family in matters related to the purchad their homes. Gemma benefitted from
guidance from non-profits while Marianne primaii#aned on her lending broker and real estate
agent.

Wells and William came from families that seemethfmrtably middle class. Wells’
parents were owners of a beautiful home in a sontstate and many of her friends own.
William described his parents as working reallychafter coming to America from China and
buying a home when the prices were still low. VEiili's siblings also managed to purchase.
William asked for his parents’ advice all througle process while Wells relied on non-profit
organizations. Wells has recently started to saveay towards a home purchase with her IDA.
Gemma, Marianne, and William already bought homiés tlue help of the program.

At the other extreme are Dorothea and Mirah. Neipiaeticipant’s families owned
houses, although Dorothea does have one siblingomims. She and the sibling have a strained
relationship, and Dorothea looks to non-profitsgardance with this purchase. Although still
technically a saver, it seems unlikely that Dorathall be successful in her drawing down a
match for her savings from the IDA program befoesb dropped from it. She has finished
saving the $2000 maximum for her IDA, the deadforeher last extension for program
participation is nearing, and she cannot find aégmwilling to return her calls. The advice she
receives from EARN staff is to just keep tryingdasihe does, but it seems unlikely her situation
will change soon. Mirah dropped out of the IDA pram prematurely. She was a good candidate
for home ownership when she bought her home: neerfigct credit and a steady work history.
While saving in her IDA account, she was approadhed lender (a friend of the family) who
convinced her to take out a subprime loan thatirequno down payment. EARN would not
approve this loan, so she withdrew her funds witlzomnatch and bought the home anyway. She
regrets her impatience. After five years she wablento keep up with the payments. She lost
the house to foreclosure and with it, her perfeetlit score.

Between the two extremes are participants reportingd backgrounds in home
ownership. Sandy was born to a father with conalolerfamily wealth and a mother from an
impoverished background. Sandy grew up in a homenogher was awarded in the divorce
settlement, but her mother’s consequent strugghesatike the monthly mortgage payments meant
that Sandy’s upbringing was also impoverished. &idts family did not own a home but now
his sister owns and he is working in an environnvamre older co-workers own homes they
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bought when homes were more affordable.

Two other families purchased homes during the nedpots’ grandparent generation,
taking advantage of opportunities to purchase hamseshipyard workers during and after the
Second World War, and recipients of veterans’ bengs.1. Bill). The following generation
would find it more difficult to maintain homeownéip, but the grandchildren are seeking to
buy. Rosie’s parents lost the house her fatherased as a veteran of the Korean War, when
they divorced. Rosie’s adult life then repeatedyids@rs of eviction and periodic homelessness
that followed her parents’ divorce. Perhaps hatiregmemory of growing up in “a real home”
keeps Rosie pursuing opportunities to buy a horaeviould bring her family together, despite
currently being in the midst of her latest evictidivorcing her spouse, and running out of time
to use her IDA matching funds.

Rosie: My thoughts were both my mother and father ownédrae but then when they got
divorced, we lived in apartments and we always rdowee were always evicted...from the
age of twelve we started getting evicted. But beetbat, when | was little, | remember
having a home. And everyone | knew around me, yawk it was the sixties- they had a
house.

Interviewer: so you grew up in this kind of stable home feeling.

Rosie Yeah, you know, the yard, the playroom, and beasyand a couple of kitchens
and bathrooms- a real home.

Rosie depends on advice from non-profits to helj wie home purchase, although she has
already lost the opportunity to purchase a homh thi¢ IDA match. After saving the maximum
amount, Rosie’s credit score turned out to behekiw what her lender would approve. She was
forced to drop out of the program without gettihg tatch but continues to be involved as an
alumna, which EARN considers those who either salvedull amount or who were able to
draw down the IDA match. In Bree’s case, her unidiess were particularly difficult as they
became involved in substance abuse. Her grandgarexnntained possession of their homes,
and Bree is now living with her mother’s parentsawe money towards the purchase of a home.

The degree to which having such connections inftasmparticipants’ ability to obtain
houses is unclear. Despite the potential expesfisiee family members, most individuals tended
to consult with staff in non-profit agencies whéey had questions about the process.
Importantly, material aid also did not seem to bevmled to the respondents from family
members or friends. None mentioned gift funds, oney given or even borrowed from family
members to purchase a home. While we did not aslatadift funds directly, in a later part of the
interview we did ask more broadly about mutual &elping out others and being helped out in
turn, particularly as it relates to an exchang#unfls. Whereas respondents reported many
instances of giving or receiving financial help wHands periodically ran tight, none mentioned
gift funds'’ to be used towards the home purchase.

Yet one instance is noteworthy as it pertains éoféimily’s potential ability to help
respondents gain access to homes. Bree is a shvadwing the height of the housing boom
was as eager as Mirah to purchase a home as gasklgssible, so as to fulfill a lifelong dream
of homeownership. Each was tempted by offers fremiérs who promised to get them into a

" Rosie mention of gift funds as something lendecoaraged was another instance, since she
rhetorically asked, “what if you don't have gifnfis?”
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house with no money down. Mirah seized the offéthavawing her savings from the IDA to

use towards the purchase of a home on terms thRNEAd not approve. She lost her home to
foreclosure five years later. Bree decided totake this opportunity. Bree’s grandparents
forbade her from buying the home since, as sherteghthem explaining, buying a home with no
money down was too good to be true. Mirah, the firhier family to attempt to own a home, did
not have such mentorship available. Used to stakindper own path, Mirah ignored the advice
of the IDA program in her rush to achieve her gifdiomeownership as quickly as possible.

Context of home purchase

The high cost of home purchase. Although usually coming from families where
homeownership was somewhat common, study partitgganer a housing market where home
prices, and thus the cost of entering the mortgagéract, are quite high for a participant with
little means. This section will examine the contefkhome purchase for participants, focusing on
calculations of cost. The loan terms that helpehioghe middle class purchase houses
nevertheless pose a considerable financial bdoieantrance to home purchase. The main
conclusion of this section is that the costs of Bgrarchase are so high, that IDA funds alone are
insufficient to make purchase possible.

It seems that the post-housing market crash wioelld time when home purchase for the
poor would be especially easy. Indeed, compardidetdeights of the housing bubble, prices are
now more reasonable. William, one of the threenaliuinterviewed here described his parents’
home purchase as having been made back when hoenesffordable, and his own
“‘investment” as only possible once the prices deapfYet the drop of home prices from their
peak during the housing bubble does not necessaefn that homes have become affordable
for low-income workers. In fact, the context of lemhome prices and historically low interest
rates have attractedvestorswhose ability to pay for a house outright makes/gn more
difficult for persons with low incomes to purchasérst home(cite). San Francisco Bay Area
home prices are among the most expensive in thietBitates. Wells, who originally lived in
Georgia, joked that she thought that the pricegywaone numbers. As she explained, “for what
I'm used to, with $800,000, you can probably bieywinole town; but somebody can pay that
much for a house!” Indeed, whereas the median hmtoe across the United States was
$175,000, the median price of a house in the BaagpAvas $500,000 (cite National Association
of Realtors electronic communication find year).

Certainly few home buyers pay for the purchaseash. Since the governmental became
involved in the 1930s, a 30 year fixed loan for 86Rthe purchase price (the Conventional loan)
has become standard. For those who do not haxaethenulated wealth to pay 20 percent of the
purchase price as a down payment, Federal Houdiingiistration provides specially insured
loans. Buyers can enter home purchase with as 8tfercent of the total cost as their own
money down. The catch is that persons funding thaichase with this FHA insured loan are
obligated to pay monthly Private Mortgage Insurafiidl) at 1 percent of the total purchase
price per year, until the buyer possesses 20 peot¢he equity (value minus debt) of the house.
PMI protects lenders in the event of a defaultr@nlban. The monthly cost of the PMI is not
insignificant: about $146 extra per month on a $2@6 home (1% of $175,000/12 months). If
this home were bought with a conventional loan ntoethly mortgage payment will be about a
thousand dollarsThus the low-wealth person purchasing the home thragh the FHA loan
will need to pay about 10 to 15 percent more per nmbh than the person with access to
funds that allow her to purchase the home with a goventional loan Since the money paid in



51

insurance costs does not increase equity, thegemaent effectively raises the purchase price of
the house. In our example, if it takes five yearstfie home buyer to gain 20 percent of the
equity, the $175,000 home costs an extra $8,758 f@mrson with an FHA insured loan, or an
additional five percent of the purchase price.

If the low-income worker decides she can affoelitiortgage payment with the PMI, she
is faced with raising the cost for the purchasefit3he down payment is not the only cost
involved in the purchase of the house. The buys akeds to pay for the closing costs, which
total to an additional 2 to 3 percent of the pusehprice depending on the price of the home.
The move in costs for median house prices forwetypes of loans in the Bay Area and the
United States are summarized below.

Table 2-3. Move in costs compared by loan typeragtnal median home prices

Bay Area U.S. ($175,000)
($500,000)

Conventional Loan 20%down paymentit 2%closing | 20%qdown paymentit 3%closing
costs)Of purchase price costs)Of purchase price
=$110,000 =$40,250

FHA Loan 3%xdown paymentit 2%qclosing 3%xdown paymentit 3%qclosing
costs)Of purchase price costs)Of purchase price
=$25,000 =$10,500

A quick comparison with income is worthwhile. Anfdy is considered poor if its
household income is below the federally designptacerty line, and low income if within twice
the federal poverty line. In 2012 the federal povéne was an annual income of $23,050 for a
family of four, which means that the low income famuvill have annual earnings of less than
$46,100. Taking the midpoint between the two erfdeelow income wage (150% of the
federal poverty rate) gives a monthly income oB82, before taxes. This means that in the
cheapest scenario — an FHA insured loan for a haue median price in the United States —
would cost a little over three full months of pexiow-income wages. The most expensive
version — a conventional loan for the median phicase in the Bay Area — would require a little
more than thregearsof full wages of a low-income household to move in

A low income person with little accumulated wealtbuld be unable to purchase a
median price home in the Bay Area without additl@ssistance. Yet even if she sought to
purchase a home for half of the amount of the nmegiace in the Bay Area, she would need
funds that exceed what is available through the fipdgram. The price to move in would be
about $55,000 for the conventional loan and $12f60¢he FHA insured loan. The maximum
funds available through the IDA program per pera@n$6000, with $2000 of this amount being
the personal savings and $4000 the match. Thasitisurprising that when not specifically
drawn to one of the other asset goals (i.e. busioekigher education), IDA participants in the
larger study who did not choose housing as an gsseffor their IDA tended to rule out home
purchase because they perceived the costs to hibjre. Clearly, more funding is needed.
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The process of home purchase is complicated. The process of purchasing a home is
not simple. This is evident from the sheer numidexctors involved in a typical transaction,
each with competing interests. According to a CammuCounseling Credit Service online first-
time homebuyer training, there are at least segenta involved in the transactiofhe real
estate broker and lender are the most importam.réal estate broker shows homes to the
buyers and then advocates with the seller on betialf in the process of the sale. The lender
communicates with the underwriter to evaluate tleglic-worthiness of the potential buyer. If the
buyer is deemed loan-worthy, the lender provides dvi her with pre-authorization for a
mortgage loan, a document that the buyer can usleaw his or her readiness to purchase the
home. Much depends on the quality of these ag&sisyma, for instance, found out from her
lender about an area in Oakland with lower crintesghan the neighborhood in San Francisco
in which she had planned to purchase. Converdelas an unscrupulous lender that convinced
Mirah to withdraw her IDA savings and take out arldhat she would later be unable to repay.

It is in the purchase of the house thatithesyncratic nature of the functioning of the
financial systembecomes more visible. Credit scores determine tlaéity of loans for which
participants are eligible. It is not always obviausat affects the credit score. Having unpaid
consumer debt is obviously bad for the score, bus &in absence of borrowing. Seemingly
unrelated things like excessive inquiries aboutoeedit, as happens if shopping around for a
loan, will depress the credit score.

The financial market of credit and bankibgffled participants. Marianne described
trying to refinance her condo to a lower rate awkiving no call backs to her queries. Then
suddenly she started receiving many offers to agice through mail and phone. She could not
understand the difference until finally one of thieders explained that she had passed a
threshold of equity, making her suddenly an ativeatandidate for refinancing. In the same
way, major obstacles can suddenly appear, somegwesyears into the process of “doing all
the right things,” as Rosie explained. Rosie wah@process of securing her pre-approval letter
when she found out that her credit score, or mogeigely her husband’s, prevented her from
receiving the loan. Dorothea sister cannot findradér, or as she describes it, no lender would
call her back. EARN staff encouraged her to kegipgr but with her last months of extension
approaching, it seems that she may be forced {@ @ubof the program without understanding
precisely what makes her a poor candidate form loa

There is a fundamentabymmetry of powerbetween the lender and borrower in the
home lending situation. The process of trying ttaoba loan forces individuals to expose their
financial histories to scrutiny and judgment (quiterally “approval”) by an external agent to a
degree that is rarely demanded in other situatibas.statements, bank statements, income
stubs, full credit reports, and letters of explarator any discrepancies are a basic requirement
in applying for pre-approval. Given the complexdfythe process, the purchase of a home
requires the buyer to place a certain amount st iruher agents. As Marianne explains, after
some time, she would refuse to listen to her daarghpleas for caution, relying on her intuition
that her agents were trustworthy:

The whole economy, you know, imploded about thagetiaround 2007. And my
daughter's telling me, 'you're too trusting, tkisiow people get in trouble, you don't know
what you're doing." And | said, 'you're right, Indcknow what I'm doing." And | had put

my trust in these two women [the mortgage brokerthe realtor]. But | just feel good
about them. | feel they're sincerely trying to help. They're trying to help me buy a home.
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Thus compounding the difficulty of financing therpliase is the need for low-income
individuals to trust and expose their financesdjpproval to persons in a financial system they
may have been warned to guard against.

Apparent plethora of choices for funding home purbase. Persons of lower-
income and wealth apparently have a large variepyagrams available to help them meet the
funding requirements to purchase a contract. A8l siwow in this section, the IDA is just one of
the many programs to help first-time home-buyeis gacess to additional funds. An attempt to
find all the programs apparently available woukktaonsiderable time. However, training
regarding the funding opportunities is also avddabhis section shows most directly the
additional resources for funding and training tdekHow-income individuals would potentially
have access outside of the IDA program.

The confusion that such apparent variety mighseds not immediately apparent. The
Department of Housing and Urban Development (HUWBY,federal entity that provides the
source funding for many of the programs for whioé low income workers would qualify and
which more generally oversees community developraegatts (including public and subsidized
housing) provides helpful web pages that presenptbcess of purchasing a home in language
that is easy to understand. For the precise funolopgrtunities, HUD describes the major
programs and asks homebuyers to contact the né#u&certified housing agency to find out
which programs would best fit one’s particular airstances. One can also find online mortgage
calculators online, and networks of non-profit ages like Consumer Credit Counseling Service
or NeighborhoodWorks, which in turn collect helplinks to information and other agents.
Consumer Credit Counseling everakes available a series of free videos onlinesia first
time homeowners on the process. These cover thkéc/pes of loans, the danger of subprime
loans, hidden costs of home purchase and persadgebng. Websites of programs and agents
involved are hyperlinked to each other in casectirsumer needs more information.

Study participants mentioned programs that sedte gary well suited for the needs of
low-income workers. HUD’s Good Neighbors Next Dappears particularly generous. Law
enforcement officers, teachers, medics, and fipadeent personnel can purchase HUD homes
in special revitalization areas for 50 percenttb# purchase price, provided they live in these
homes for at least three years. The program thasdially rewards persons from respected but
not necessarily high paying professions and injéem into distressed communities. Further,
first time home buyers may take advantage of thetddge Credit Certificate (MCC) program,
which enables the homeowner to receive a tax cfedihe life of the mortgadé This program
makes monthly mortgage payments more affordabletiése with insufficient wealth
accumulated for a down payment, cities administ@vpayment Assistance Loan Programs
(DALPs). The DALPs are silent second mortgage lpatéch means that the homebuyer does
not repay the loan until the primary mortgage gid. Down payment assistance is also
available through participating lenders, with paogs like IDEA (Individual Development and
Empowerment Account ) or WISH (Workforce Initiatiibsidy for Homeownership) (FHL
Bank of San Francisco, 2012). These provide inceligéble first time homebuyers with a 3:1
match for savings toward down payments, with acgitap of $15,000 match for $5,000

18 The tax credit is equal to 15 or 20 percent ofrtteetgage interest depending on the location
of the residence.
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personal savings. Once combined with IDA’s (a cataly unrelated prografi)funds of a
$4,000 match on $2,000 savings, the combined anw$#6,000 from public and personal
funds suddenly becomes a reasonable amount towseds home purchase.

In order to gain a sense of the programs thadeaéable, HUD urges first time
homebuyers to contact their local HUD certified meeling office, where they can find
information through HUD certified 8 hour trainingrffirst time homebuyers. The nationally
standardized training teaches those interesteél{gibility requirement to attend) about the
process of home purchase and funding opportunifi@ss on a given weekend at local
community centers all over the country, after ceight hours potential new home buyers receive
a certificate that entitles them to access additiumds if eligible. IDAs are mentioned in these
trainings as well. Conversely, EARN’s IDA prograeguires participants with a housing goal to
attend the HUD certified training as part of theaficial training requirements.

Plethora of funding choices, dearth of actual funshg. The plethora of choices
available is likely to inspire potential new homewss with the thrill of the possibility of
reaching a goal that holds so much symbolic meaamtyfinancial rewards. Yet confusion
becomes more apparent once participants desctéra@s to actually access these programs. At
times participants appeared to clearly understaedituation until they start applying the theory
to particular instances. Rosie’s explanation ofatailability of other programs besides the IDA
for homeownership is a case in point:

My friend moved in with three thousand dollars avith the IDEA [emphasis in original]
program which gave her fifteen thousand for theiclg cost, she could do that. But |
couldn't do that, because certain programs doindhangs. And you know, that was
kinda was confusing too, like to not have ... It wa@srmation... but it waso much..

Rosie speculated that the workshop format in wkhehinformation was presented was the likely
source of confusion. Perhaps if the informationeygnesented at a fair, she speculated that she
may have been able to grasp what all the prograene and what “certain things” they do. Yet
after considerable time attempting to understaeddlprograms myself, | believe that even if the
information were presented as a fair, Rosie waildely remain confused. It would be difficult

for her to identify the institutional affiliationf éhe persons attending this fair. In the preceding
section on potential programs | named a federahde@nt (HUD), lenders (i.e. banks),

19To compound confusion, it is not the actual bdr funds down payment assistance
programs like WISH and IDEA, but the secondary lagknstitutions that provides banks with
low-cost credit from trades on the internationabficial market. (Fannie Mae, Ginnie Mae, FHS
are examples of these secondary lending institsitibhese non-governmental institutions were
instituted through federal action as part of tHenmras to the home mortgage system in the early
1930s)

20 My original plan for this chapter was to presestiavey of the programs available to low-
income participants and the programs’ implemengiggnts. Ideally, | wanted to add information
about the ability of these programs to meet thels@é the clients. Although such a project
would certainly be worthwhile, it would require oseholar to invest resources that would result
in research far beyond the scope of one chapter.
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networked non-profit organizations (Consumer Cré&ditinseling Service, NeighborWorks), and
the Internal Revenue Service. These institutioadiaked through programs and collaborate in
ways that may not be readily understandable. Fefierding is packaged by localities into
programs with different names, and different teahgse. The same program might have
different names and a program with the same nargbtrhave different terms depending on the
administering city. A strategy of looking for sibta houses across many cities to find something
affordable would require learning about each cipregrams separately.

Marianne, seeking to purchase a home that wouwldredner retirement described months
of frustration attempting to access these progr&he.spent the first part of our interview
describing her failure to gain IDEA (not IDA) fundSARN staff told her about the IDEA
program. Although she qualified and saved the stguamount, Marianne never received the
match from the lender EARN recommended, despiteatspl attempts to contact responsible
individuals. In the end, she gave up, coming tocttreclusion that EARN staff had simply
refused to tell her EARN ran out of funds. In factyould have been the lender Citibank, not the
nonprofit EARN, whose funds were potentially deptetMarianne experienced a similar
disappointment when she attempted to use the Geaghblors Next Door program as an
employee in an elementary school. After many ase@sfrom various staff that she qualified,
she was finally and definitively told she did nietarianne would ultimately be successful in
raising additional funds by using San Franciscad B?%, albeit on terms that make her eager to
refinance away from this mortgage agreement. Agp&ained:

So the only way | could put 20% down on this plaes to get that $36,000 because the
Teacher Next Door program [now Professional Nexbvfptell through. The IDEA funds
fell through. That would have been 35,000 dollHrEhad gotten those funds | wouldn't
have had to do this DALP. The $36,000 from the Ma&yoffice of housing and my own
$15,000 is what got me into the place. (...). | doirta refinance and get that DALP off
because | can refinance. See, that $36,000 is tiea Wpay the first mortgage off.
They'll expect their $36,000, which is kind of dlban payment there at the end. Plus
they want 17% of the appreciation. Because $3692@% of the cost of this place. |
bought it at 212 [$212,000]. So 30 years from nibwyy place appreciates, I'm going to
havehztg pay them $36,000 plus 17% of the differenaehat | bought and what it's
worth™.

%1 For instance, some DALPs are loans that beconmgvéth length of occupancy, while
others remain loarsndentitle the city to a proportion of the appreciataf the home’s value,
depending on length of tenure (Lisa Silva, emaihownication Monday December 17, 2012).
DALPs and other sources of funding become availabtae beginning of the year, and can be
accessed for as long as funds remain. Howevefutius often remain for only a few months
before being depleted (Sahara Garcia, personal corneation, December 14, 2012).

22 Her account does not make mathematical sensestatHere is the reconstruction: Marianne’s
own funds include the $4,000 she received fromE#eand total $15,000. The DALP of 17%
($36,000 of $212,000) means that she needed 8% wutf her own funds down, which would be
$6,360. She does not mention the closing costg;hwliould be about another $6,000.

Additional costs she may have incurred are thesaafsh home inspection and home assessment,
which together would cost nearly $1000 if she dngpected one place before purchasing it.
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Marianne reminds herself to not feel disappointnoyer money that she never had, but the
promise of funding that seemed to evaporate witkeaptanation still clearly irritated her.

Part of the problem that Marianne experiencedssing the IDEA funds may be the
result of a patchwork system not designed to wortoincert. Ferguson and Stoutland’s (1995)
description of the field of community developmesmhich contains first time home buyer
programs for low income workers among its manyatiites to improve wellbeing at the
community level is particularly apt:

...itis as though each of us is building a smaltpief a skyscraper, hoping that if we do
our part, others will do theirs and the buildindlwise. However, our collective project
has no head architect, no construction foremanparehe to monitor the adequacy of
labor and supplies. Moreover, it will never havendied blueprint. (p. 33-34)

HUD might be that head architect except the federading is used by localities for whatever
programs seem appropriate. The purposeful diveasitige local level also hampers attempts to
make accurate assessments of functioning (GAO,)2@8t2additional problem is that the
lenders, who are the core agents in this proces® little motivation to efficiently bundle these
programs. Tim Hurlbut, Mortgage Loan Officer inank that handles such programs, explained
that bundling multiple programs is not only an adistrative headache, but simply less
profitable:

They weren’t created together, no. Can they wogketioer? Yes. But then it all goes back
to the underlying fundamentals of like... bankingd @mofit, et cetera et cetera... How
excited is the lender going to be when you havedagage for 80 thousand dollars,
putting together or piggybacking two or three déiat programs, with the state perhaps,
WISH [similar to IDEA], IDA, whoever they are. Artie return on it is so minimal, you
know what | mean? And | really, literally, felt 8ka community advocate for a while.

The “community advocacy” in which he was engaged pr@viding fellow lenders
documentation that proves bank programs like tHeARan indeed be bundled with federally
supported programs like the IDA.

It is not possible to know whether Marianne did rezeive the funds she sought because
she was mistaken about the eligibility of the pewrgy or because the funds ran out, or if perhaps
because her case was handled by a worker thaesssiotivated or capable of helping her than
Tim. The picture that emerges from Rosie and Margunsuccessful attempts to access
additional down payment programs, and Dorotheability to get lenders to call her back in the
first place, is of a context where there appeafsta plethora of opportunities for low income
workers to gain additional funding for home pur@haget whether these programs can actually
be accessed is another question.

Despite her frustration with funds she soughtdmutld not get, Marianne still seemed
giddy to have been able to purchase her studioaraimdum in San Francisco. Marianne is so
precisely frugal that she even captures interegtayrthat would be taken out of her paycheck as
taxes if she claimed maximum deductions on heragprrting forms (W-2). Yet she purposely
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did not automate her local tax payments as shaltier other payments, just so that she may
experience paying her local taxes in person:

| feel good about paying my city taxes. | like mdpwn to City Hall and pay my taxes in
person. | must feel like | belong to this exclustigb now. | get to pay city taxes. | am a
person who actually contributes to this beautifty,¢o make this beautiful city work. So
it's almost a pleasure to pay my taxes becausevep I'm a homeowner. How special.
That's so special, it really is. | just, somehais, like | still have to pinch myself. So I'm
happy to be here. I'm happy to be here. Yeahppéaed! Sometimes, you know | still
can't believe it but | have to remind myself. Ippaned, it happened, it happened. “You
know, don't get yourself all worked up as if yonnd@eserve this’, | have to remind
myself, 'you deserve this! You deserve to live &am &rancisco. You deserve to buy in
San Francisco. You deserve to be here.’

Her statement underscores the formidable challeogeavigating a complex process to gain the
funds necessary to finally become a homeownerarBiy Area. Having described the expense
and complexity of the home purchase process, Ineiy describe how participants’ attempts to
overcome these hurdles.

Participant Strategies

Overcoming Barrier of Complexity: Using Asset Buitling Network, not Program.
Evaluating the impact of IDAs on participants’ atfgs to purchase homes becomes easier once
the IDA program is viewed as part of a network eatfhan a program in isolation. This makes
sense once one considers the complexity of theteffinelping persons with low wealth and
income to gain assets: improving credit scoresjmetating funding, even finding an
appropriate outfit to wear for an interview for etter position. Non-profit organizations may
pursue the same goal in related but different wakis section will show that while evaluating
IDAs as one program is important, an entirely défe sense of its functioning emerges from an
examination of IDAs in the context of other orgatians helping persons build assets. A
detailed look at the case of Bree, who seems litcesucceed in using the IDA for the home
purchase, and the more cursory exploration of D&t case, who seems about to drop out,
will be used to explore this point.
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Table 2-4. IDA participant progressing through &ssglding network

—‘ @

. Business

Bridge the ini

[¢] Training UD-Certifie

Gap

Home Buying
\ / Training

Food Pantry DA

A Consumer
Credit
Bree

Family Self

Bree: Navigating Asset-Building Network. Bree is the participant whose home-owning
grandparents warned her away from purchasing a hathea sub-prime loan that required no
money in a down payment. Bree’s family is the eniibaaht of class differences, with housing as
the marker of these differences. It is also paldity interesting for the way that the impact of
institutional factors on its fate is so readilyasmt. As Bree explains of the area where she was
raised:

Bree’s
Social
Network

>

So it's such an extreme difference. So you'll Beeetis one extreme to another. Here in
Marin City, there's low-income housing which | gragin. And then there's the older
generation that own homes, so most people my gratitirs age own homes, but their
children, 50% of the children did not own homesytkended up living in the public
housing. It's very interesting. And Marin City iaded off of the Marin shipyards.

In fact, Marin City was an instant community crebte serve the shipyards by housing its
workers. According the town website, Marin City waee of the few integrated communities
during the Second World War, becoming predomindpithgk as the southern blacks that moved
there were unable to buy houses outside the t®vee and her family are black and her
parents’ generation, particularly the men, foundifficult to purchase homes as their
grandparents’ generation had been able to do. Riithe houses, that generation tended to live
in public or subsidized housing. One differencenaein the opportunities of her previous
generations was the presence and then disappearfagoed blue collar jobs (Wilson, 1997).
Bree’s family now stands precisely poised betwiemmiddle class aspirations of her
grandparents and the more impoverished frame efaete by the time of her parents’
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generation. She sees her own emphasis on savittgeféuture as fundamentally different from
that of her husband (who is supportive of her g@lshe family) and her friends (who are less
understanding):

My life to most people that | know, | feel like dld more stress in my life because I'm
using my money to financially gain a home, a hogtahility. Whereas most people |
know go ahead and settle for public housing ancgovwent funding. Like they look at
us like, we've been called the ghetto Huxtables.

Bree is a pioneer among her social circle, emuddtierself after her grandparents who own
houses. She and her family lived in public housifigr a bout of iliness caused her to lose
employment. She enrolled in the Family Self Sudidy program, whose intent is to help
families permanently transition away from subsidib®using by saving increases in rent that
happens with increasing earnings into a speciabesaccount. The program is available to local
public housing authority agents administering stized housing programs and paid for by
HUD. Bree’s public housing authority is one of feev who make Family Self Sufficiency
available to its clients, making Bree’s family apfethe few? nationwide to participate in the
program instituted just before the IDASs’ incepti@ard, 2001). Participants are given a case
worker to help families identify and work towardsads, and Bree’s case worker found out about
the IDA program and encouraged Bree to join. Biag leen using the money accumulated in
escrow to pay down the medical bill she accruednwier previous income was used to calculate
and exclude her from eligibility for welfare bertefiNow that her time in Family Self
Sufficiency was ending, she could start savingafdown payment with IDAs. She moved in
with her grandparents to reduce housing costsrardase savings. Since her grandparents
owned the house instead of renting, it was poséilbleer to count on this resource without
jeopardizing their housing arrangement, as may baea the case if they were renters.

The FFS case worker also referred Bree to a nggrogram for her children. Bree’s
strategy is two pronged: (1) delay her own eduaatiaspiration to focus on that of her children
and (2) purchase a house for longer term econatalidlisy (which includes eventually paying
for the kids’ college education). As a result, supipe programs like Bridge the Gap, which
defrays the costs of the tutoring programs in wisich has her children enrolled, enables her to
save more money for the house. The same is trdeddrpantry programs. Despite Bree’s
distaste for the practice, Bree’s family regulddiges advantage of these programs to save
money on food. She lists use of food pantries ssvang strategy, combined with frugality in
food purchase and preparation. While neither BritigeGap nor the food pantries are programs
directly seeking to promote home ownership amoegtbor, they are important to include in an
assessment of resources available to families sascis evident in Bree’s case, the
supplementary resourcesncrease their likelihood of accomplishing the Igufa
homeownership.

When Bree’s Family Self Sufficiency case workdered Bree to EARN'’s IDA
program, Bree was better able to take advantag@sohew resource to pay down a large portion

23 sard in her (2001) report estimates that fewen &% of families in Section 8 or public
housing are in the program. She attributes thieuridization to the fact that only half of public
housing agencies offer the program. Those thaff@o i, tend to sharply constrain the numer of
spots they make available.
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of her medical bill. The irony is that she would have accrued such a bill in any other
economically well-developed country, where the saftmedical care are more evenly
distributed across the population (Reid, 2010)oBethe passage of the Affordable Care Act,
700,000 Americans declared bankruptcy because dicalecosts (Reid, 2010), which is about
62.1% of the bankruptcies filed in 2007 (Himmelstdihorne, Warren, and Woolhandler,
2009%). Bree is paying the bill, but heredit nevertheless suffered from having accrued these
charges. She improves her chances of purchasioga hy taking advantage of credit
counseling instruction available through Consumed@ Counseling of San Francisco, an
organization with which she became connected thrdlig IDA program. Specifically, she
found out about the resource from a worker fromstiomer Credit Counseling, who was
teaching a financial class for EARN’s IDA program.

Thus an important function of the IDA programadihk IDA participants to additional
resources in the community. One way this is dorwy isavingexperts from external agencies
teach the financial classeslients are required to attend. Drawing guestucsbrs enables
EARN to save training costs for its instructorsalio links its IDA clients with local experts
providing professional financial management sewssioe the more wealthy — they volunteer
their time teaching the classes. In this way EARfNiancial training provides a place for the
exchange of information about resources, beyonglgifinancial information. Some of the
participants (Wells, Marianne, and Rosie) repddrating many more classes than required.
Bree also reported availing herself of opportusitietake a variety of financial classes, which
are regularly advertised through EARN'’s electramd paper communication with clients:

| take more. | taka lot more! (laughs) Whenever they actually offer a<ldisring a time
period that I'm able to attend, | go ahead and itakge taken probably about 10 classes
in total. I've taken the credit workshop, I've takke home workshop twice exactly.

Since EARN'’s IDA program is able to serve the thgeals of home purchase, business, and
education, participants may attend classes for g@ibals as well. Bree was worried about her
chances of purchasing a home and so she also editéimel small business classes. Participants
are able to change goals for their IDAs until tinst time they withdraw matched funds. Some
IDA savers for home purchase would hedge their byetttending business classes as well. Such
training exposes participantsadditional information about asset-building opportunities,
better preparing them to pursue or avoid this pathiw the future, if not more in the short-term.
For potential home-buyers, the IDA requiremerdttend asset-specific training in
addition to the general financial instruction paes participants with consumer protection and
access to additional funding opportunities. The éavorkshop Bree mentions taking twice is
the training administered over eight hours in @al@ommunity center, which provides attendees
HUD certified instruction about the process of hqmechase and potential local funding
opportunities. To the extent that the federal gonent is interested idecreasing the number
of foreclosuresas a result of unsustainable loan arrangemermsivieg from IDA programs a
captive audience for its HUD-certified trainingdsneficial. In turn, the IDA program is one of

24 According to the study authors, medical bankrupeie actually more of a middle class
problem. In 2007, three of four individuals affettead health insurance and the majority were
also well educated, held middle-class professiand,were home owners (Himmelstein, Thorne,
Warren, and Woolhandler, 2009).
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the funding resources that tends to be mentiondéukise trainings.

The final element of this diagram is the dottee larrows leading from Bree to
individuals in her social network: family, friendslow-income housing, and work
acquaintances. Bree is very satisfied with her s&pee through EARN'’s IDA program and
unofficially advertises the program:

| tell people on a regular basis when even | heapfe complain to me about money or
'Oh | want to be an owner' or 'l want to own my ocsmmall business' even just at work |
tell people all the time they should join the EARMgram. | told my mom to join it.
She's just a little slow. When | was going throwgientation, |1 was trying to get one of
my friends to join it. | think that EARN is one tife best programs out there if you really
want to accomplish something in life.

What makes Bree’s endorsement meaningful is that‘ghetto Huxtuble”, her utilization of
strategies that differ from those in her environtresives as a test case for these individuals. In
other words, those to whom she is connected woaNe lan alternative example of what might
happen if they were to trust in the resources miahélp low-income individuals transition to a
more middle class existence that home-ownershigsepts. As Bree explains:

a lot of my friends don't understand why | wouldegup my apartment to move in with
my grandmother to buy a house because there'stamtrgratification, there's no... Like

| gave up my privacy and | invaded my grandmothani\gacy and | just don't have my
own right now. It's kind of like a lot of peopleesi as going backwards but honestly like
EARN and Family Self-Sufficiency have taught meta like sometimes your self, |
guess your instant gratification is not that impattcompared to your life-long
gratification.

If Bree will be successful in the home purchase ftlends who now think that she is taking
foolish risks with her family’s future would havae alternative model for achieving economic
stability. These friends would also have a congpetson their social network to refer to if they
or their friends were interested in pursuing Bresttategy (Granovetter, 1977). If so, this would
be the long-term effect of policies promoting hoaveaership among blacks in Marin City, such
as Bree’s grandparents, generations ago. The camigealso possible. If a person with all of
Bree’s advantages is not able to buy a house amépe enter the middle class, what chances
have her friends, with less faith and fewer resesPcAs Bree pointed out, the lynchpin of her
plan is her ability to reduce costs by living witér grandparents. Yet not many low-income
workers have grandparents who own.

To summarize, the larger point of this sectiotha IDAs exist in the context of an
institutional network that provides direct resowoe sources of additional support for home-
ownership for the poor. IDAs cannot function onitleevn. Nor should they. The classes they
mandate allow experts focusing on specific para cdmplicated process to contribute to
participants’ success. IDAs serve not only as acsaf training and funding, but as a broker to
guide participants through the asset-building nétwdhis does not mean that participants can
simply depend on IDA staff. One of the few recugroritiques of EARN’s IDA program is that
its staff is too busy to provide ongoing individgalpport for clients. Nevertheless, EARN'’s IDA
does play the supportive function by providing acel where home-buyers and experts can
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gather. The larger question is whether this laegevark is sufficient to fill the needs of all
persons interested.

Dorothea: Retaining Connection to Asset Building Network

Before | conclude this section, | will relate ttese of the participant whose
dissatisfaction with the IDA program made me uni@ded the need to view it as part of a
network. Although many participants in this stuagiped EARN'’s handling of the IDA
program, Dorothea was among those who expresssatigisction with the organization. As
with other participants experiencing particulariffidult situations precipitating dropping out of
the program, she wished that the organization wptigide more personalized attention.
Dorothea perceives staff as busy when she calisparhaps the nature of her situation makes it
particularly difficult for them to do much to heldaving saved the maximum amount in the
IDA, Dorothea’ time in the program is nearing timel €including extensions). Her effort to
purchase a home seems stalled by the simple faichthlender returns her calls. In the
background, her household income is dropping ardssfinding herself increasingly using
credit cards. Dorothea is enthusiastic about aatigpoup facilitated by MEDA, a non-profit
organization more centrally focused on housing. giteeip meets monthly over free dinner, and
babysitting is provided. Dorothea regains her nagibn when meeting with the participants of
that group, particularly when she sees membersgedoover time. If the IDA match does not
work out, Dorothea plans to try Peer-to-Peer legdinhelp her finance her attempt to purchase
a home.

| sketched Dorothea’s case to reinforce my pdinhe IDA serving as part of a network
of agencies whose services could be used to meebthmon goal of economic stability. The
diversity of agencies available increases the anémat individuals will draw on a combination
that fits their particular needs. In Dorothea’se;ahe uses EARN for funding (if she will be
successful) and concrete guidance through the amogvEDA is the organization she uses for
ongoing emotional support. In a similar way, Breedia variety of agencies, some completely
unrelated to asset purchase, to bring her closeorte-purchase. The advantage of the diversity
is that programs can maintain client interest seabuilding over periods of economic
difficulties.
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Beyond the IDA Program: Intense Saving Experience. An unexpected finding is the
intense saving opportunities successful IDA pgytais utilized outside the program. Marianne
and Gemma, two of the three successful alumniighsiudy, report taking advantage of
opportunities to save intensely. Marianne hademftiwvho owned property that she promised to
rent Marianne for a low price if Marianne ever negd. After Marianne had the realization
about her retirement, she consulted with the Coes@nedit Counseling Services to address her
$35,000 credit card debt. She saved intenselyiXorears and repaid her debt. At about the same
time her oldest child moved out and she was abiedee into one of her friend’s small
apartments, paying a fraction of her previous réhe lower cost of rent enabled her to save
over a thousand dollars per month, allowing Mareatmquickly accumulate the additional funds
needed. Gemma had a similar experience of intengegs although her ability to save was a
result of a mixture of market participation anedycle. A single woman when she moved back
to San Francisco after several years travelingiLAatnerica, Gemma was hired as a manager of
temporary housing units for the homeless. She vedgiay and lodging and ate meals with the
agency clients to maximize her savings. She hadebt, and with the IDA augmenting her
savings, was able to save just enough money tdpsecher home.

Two savers nearing successful completion of th& pibogram report situations that
similarly allowed them to accumulate saving intéyisRichard took advantage of Family Self
Sufficiency, a saving program offered in his Setoprogram. As his income rises, the program
channels his rising rent to an escrow account frdnch he will be able to use funds for his
deposit once he is ready to buy. Since he hasibabe program for more than five years and
plans to move to one of the more affordable citiethe Bay Area, Richard appears confident
that he will be able to purchase his home. Bree talsk advantage of Family Self Sufficiency.
She used the funds in her escrow account to refarga medical bill. Once free of much of her
debt, she moved her family into her grandfatheosg, to better save money towards the down
payment. She met and exceeded the IDA maximumsoakitinuing to save. Although Bree
reports sometimes experiencing trouble sleeping hatr anxiety about the possibility of her
plan working, she too seems poised to purchaseng héven if home purchase now turns out to
be impossible, she planned to develop a busingbsher husband, which should provide her
with additional means to meet her goal later.

Those who dropped out from the program or were ttedropping out did not have an
intense saving experience beyond the IDA programsidRdid not mention having any additional
funding beyond her IDA. While in the end it was begdit score that kept her from being pre-
approved for a loan and forced her to leave the Wthout obtaining a match, it is uncertain
whether she would have been able to qualify faraa with $6000 of IDA matched funds alone.
Dorothea also did not mention additional funds belthe IDA. At the time of the interview the
prospect of purchasing the home seemed unlikelyotbea cannot get lenders to call her back
and is just a few months away from being droppethfthe program after maximum extensions.
She did not report any unusual opportunity to sedditional funds. In fact, her household
income is shrinking. She finds herself using heditrcards more while finding it more difficult
to track her finances. It is possible that insuéint financial reserves contributed to her lack of
success in securing an interested lender.
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Lifecycle and program support.  Differences in stages in the lifecycle appear to be
the distinguishing factor between the types ofrinesaving experiences participants utilized.
Those who successfully used the IDA to purchasenaehwere also individuals with minimal
family obligations. William never married or hadildhnen. He reported that it was easy for him
to save in the IDA and eventually follow his pagmxample of home purchase. Gemma was
also childless and without a partner, which, aspieted out, enabled her to live in the
temporary shelter for homeless individuals and satemsely towards the home purchase.
Marianne raised many children, but only startedrgpintensely after the last one had nearly
moved out.

Conversely, those who were unable to obtain matéineds or seem near to dropping
out, report intense family responsibilities. Mirighin the midst of raising a small child with the
help of sisters who are also young mothers. She taske able to save intensely, as when she
saved paychecks from her part time work during Isigjool and managed to purchase a car.
Now she finds any saving without the help of a sdgrogram impossible, since “everyone is
always in my pocket”. Dorothea is living with oneung son and two disabled family members
living on a fixed income. Rosie reports being ablsave more now that she is working with her
wealth coach than ever before. Nevertheless, ange hampered by the fact that her husband
is uninterested in saving, to which she alludesmer suggestions for the improvement of the
IDA program include attention to family relationphi

| think more counseling with credit report, crestibre, and maybe a one-on-one
counselor to work through your problem because Whppens within your household or
you family affects what happens with you in thegseam with your savings and
everything.

Rosie’s case shows the importance of not only magabge needs of dependents, but those of
the partner as well.

The remaining participants seeking to purchasenaehappear to be on the verge of
success despite actively raising children. Theyeack advantage of Family Self Sufficiency,
the program that enables them to accumulate siginifisavings while easing off housing
assistance. Richard used his FSS escrow accosavéomoney towards home purchase. Bree
used it to repay her medical bill, which then fréwed to start saving for a house by moving to
her grandparents’ home. The mechanism of savir@sigg in the background through
automatic transfers between accounts means is gjmitar to saving programs used by the less
poor, such as the 401(k) program. The fact thatghogram automatically channels money into
savings means these participants did not havatsfiorm their living situation in order to
accumulate a considerable amount of money. Bréedsteth determination that her family’s
time with her grandparents has a specific endrtfaes the cramped conditions bearable. At its
termination she will either move her family intdhame or an apartment. Since doubling or
tripling the amount of time spent in this situatiarorder to also repay the medical bills seems
untenable, it is likely that without FSS — anddése worker’s referral to the IDA program for
home purchase — Bree would not have considereawecoencing members of two families for
the chance of buying a home.
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Conclusion/Discussion

| began this article by pointing to the income aack gap in homeownership. Since
homes are the largest source of wealth Americaniénpossess, these gaps translate into gaps
in asset holdings. In turn, the amount of wealthdatolds have available over their debt
obligations translates into an economic stabibiiyd opportunity for further economic
development) more accurate than the amount of iedbows alone. | pointed to the importance
of attention to mechanisms used to promote asgeisatton, particularly since federal activity
that largely depended on the creating market imeesilone proved so disastrous. This study
looked at IDAS’ role in helping primarily low-incoenminority mothers purchase homes. It
focused in particular on their use of the prograrthe context of their other strategies for home
purchase, which include use of other programs.ré&belts of this study have implications for
research evaluating IDAs’ effectiveness and thgdaquestion of means through which we
address the problem of gross disparities of wesdttumulation. | will address each in turn.

First, 1 will point out the strengths and limitais of this study to give a better sense of
the strength of my claims. This study contributesrevestigation of IDAs that is unique for
contextualizing the program among other asset-lmgjlohitiatives, many of which originated
decades before, particularly during the War on Rgue the late 1960s. Its strength lies in its
ability to stay more closely related to particigamtarrated experience than would be possible
with a quantitative analysis. The methodology erygtbhere tracks particular nuances as they
aggregate into themes allowed to emerge, at tirngs gnexpectedly. The intense saving
experiences outside IDAs are an example of an igigated result. Yet what this study gains in
depth it loses in breadth. The themes observedarereot generalizable to the larger population
of IDA patrticipants, let alone low income workersma broadly. Additional research with
samples more representative should be conductseketd the themes observed here prove
salient for other persons in other places.

IDAs and the context of federal spending for assétuilding

IDAs’ unique mechanism is linking assets with sgviOtherwise, IDAs are not a silver
bullet for increasing the rate of home purchasdHerpoor and for disadvantaged racial groups.
The amount of funding they provide is inadequateoteer the costs of entering into a home
mortgage contract. The asset-specific trainingavjges was already developed by other agents,
whose attempts to increase homeownership amorgptireprecedes IDA’s inception. Many
date back to the War on Poverty in the 1960s. IBdsot target the most desperate of the poor.
In fact, one recurring critique of EARN'’s IDA pragn is insufficient staff attention when
participants are at risk of dropping out from tmegram. In order to better understand of IDAS’
value, | will compare and contrast this programhvather programs reviewed here. Such an
exercise will also serve to review the elementwludt | argue is aetworkof asset-building
initiatives — even if its agents do not necessavityk in concert.

Comparing IDAs to Other Asset-Building Programs Tamgeting the Poor

Family Self Sufficiency is the program whose metsia best matches the goal of
helping the poor acquire sufficient resources teipase of a major asset as they climb out of
poverty. Contributions to the special account aremtially large and administered without need
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of participants’ conscious attention to the acsafing, much like 401(k)s and other programs
available to higher income workers. However, FS&iy available to those in subsidized
housing programs, and within these, only to thasriaistered by Federal Housing Authorities
that choose to make the program available toikstd (Sard, 2001). Given that waiting lists for
subsidized housing, if open, can last years, ttgeetasystem of subsidized housing would need
to be fixed before FSS could serve as a viableraltave™.

Federally supported and city administered Dowmniayt Assistance Programs (DALPS)
have the advantage of being more widely availabthdse who meet income eligibility
requirements alone. The drawback is that the camditof the loans they provide vary widely.
Even more importantly, availability of DALP fundingrestricted as well. Since mayors shape
programs according to what they believe are thewaygs to meet the needs of community
development within their cities, it is quite possilor a given city to use the federal fufftt®
support the building of affordable rental unitsvariants of vocational training, and not home-
ownership at all. Other funding sources originafirogn secondary lending institutions (e.g.
IDEA, WISH) provide more funding than the IDAs kare available only through select banks
and just for as long as supplies last, which maybedong at all***. Funding for the mortgage
tax credit certificate for income eligible individis is given through the tax system but paid by
the cities. This means they are subject to the saistraints of availability as the DALPS.
Although these sources of additional funding amnkdd to a degree of consumer protection that
the HUD certified 8 hour training for first time @owners provides (funds are available to
income eligible participants who can produce dedtes of completion), and the training in
guestion also includes instructions on formulatiggets and the importance of financial
management, the personal financial training is we#kan that mandated by IDAs.

The advantage of IDAs is that they give the paréint more agency. Instead of waiting
to see if funds are available or not and then agthiem to the calculations, IDA participants
accrue their own savings over time and are assuetdhing funds, provided they can procure
the asset. This encourages participants to seek fathding sources in the meantime, through
links that agencies have with each other. It is that IDA participants may be using funds
reshuffled from other savings. But if so, thesedfistill need to be reshuffled through regular
deposits into an account for almost a year betoeentatch is given. In the meantime, IDAs
provide training that strengthens clients’ underdiag of the financial system and financial
management. As | showed in the previous chaptaantial training can help participants
identify deeper goals for their spending and usbrtgues like tracking minute expenditures to
help them differentiate their needs from wants. iRstance, a participant like Bree was surprised
to discover that her habit of buying Starbucks eefivas costing her $800 per year: a source of
possible savings. Monique expressed firm disappm@iviaeople who claim to be too poor to
save when they pay money for cable. William'’s exaation of his budget prompted him to quit
smoking, which, he pointed out, was better forigalth anyway.

%> Monique, a participant from the larger study whaght to remove rats from the public
housing where she lived with her toddler reportdbi®ing on the waiting list for subsidize
housing (i.e. vouchers, not projects) when he waemager. In moments of greater desperation
she considered asking a friend to injure her sbghea could feign a domestic violence situation
that has greater priority in the system, or perhiagsy to pretend to be a substance abuser.

28 The funding source they use is typically the ComityuDevelopment Block Grant, which can
then be used towards the creation of DALPSs.
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Argument for Looking at Asset-Building System for Whole Population

In effect, IDAS link participants’ attempts to ghase assets to the deeper goal of
economic sufficiency — spending carefully so that tves below one’s means. Yet | will stop
short of suggesting that with just a little traigiim money management and some funding
towards the purchase of assets the low-income w®dan join the middle classes. More
significant by far than even a daily cup of purathsoffee is the combination of job insecurity,
stagnating wages, rising costs of living, and toifgsrograms targeting the poor which create a
situation where the prospect of one’s social mtybére limited (Wolff, 2010). Further, just as
few persons in the middle class seriously devatengelves to the task of becoming rich (beyond
buying occasional lottery tickets), most low-incomerkers should not be expected to follow
Bree’s example of losing sleep with anxiety ovex likelihood of success in purchasing a house
in a bankrupt cit¥/.

Most people live in oblivion to the institutionstiucture that shapes so much of their
likelihood of achieving economic stability and sédction of seeing their children make use of

2" Aside from moving into her grandparents’ home,eBr@rks many hours in Office Max to
ensure an income to pay for the house. The schexigteeling and Bree understands that her
absences take a toll on her family. The excerpinsagith Bree answering the question of how
she spends her days:

(Bree) Me and my days right now, | spend aboutdw$, well an average of 10 hours a
day at work and then I try to spend at least anm bawa working day quality family time
(...) And then me and my husband we could probabiyndpike 30 minutes or an hour
alone on average. And then | sleep unless thexelgy off. That's my average, like,
working day. Now my days off, they're based on wiltiie kids are at school. | probably
spend like 3 hours of that day cleaning and laumahg things like that around the house,
about an hour or two looking at my credit repord &tying to repair my credit report or
self-education (...) And then | also spend some sometimes at my children's school
volunteering my time if I'm able to or field trips things like that. Then one of the days
is just a day for the family.

(Interviewer): Ok. So you end up working not 5 dgy®bably 4 days a week right?
(Bree): 1 work 5 days a week

(Interviewer): You work 5 days a week at 10 houdag?

(Bree): Yeah. Right now it's not healthy for me dme family. It drives my husband
crazy because | spend a lot of time at work. Balh@tsame rate, | mean, you have to
support the family or just to feel like | have alse position at work. | spend a lot of my
time there. So | feel like I'm a hot commodity, Ifilee 'you can't get rid of me' because |
have to keep the job if | want the house, so yeah.

Even if one were to argue that such effort is Iegite to expect from any poor person who
strives to enter the middle class, Some might atigaiegreat exertion is ennobling and

legitimate to expect from any poor person who egito enter the middle class. The problem is
that Bree’s effort is made in the context of madyamtages: supportive husband (employed at a
low-income job), family with whom she can live tave on rent (since they own rather than
rent), a lifelong motivation to buy a home (givaamdparents’ ownership), lack of a disability,
etc. Social policy needs to take account of persdrsdo not have these advantages.
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the best of their talents. My neighbor represergeal example of this innocence. She was
empathizing with the frustration | was relating abmy family’s unsuccessful attempts to
purchase a home in southern California with insigfit funds for a conventional loan. Our bids
with an FHA loan were not nearly as competitiveasventional loans, which in turn could not
compete with investors able to buy a home in filhwasik®. “Keep looking”, she advised, and
related her own story. Her suburban home was mofitst she desired. The process indeed is
frustrating and complicated. It took her “forevén’identify a neighborhood that was the right
distance to work, with good schools for the kidg] a feeling of safety and community. When
she found the right house within her chosen neigidomd, the real estate agent of the seller
ignored her repeated calls. Undeterred, she martage! another house for sale in the
neighborhood. After a month of tense anticipatiod aegotiations, she got lucky and got the
house. | asked her what financing they used foptirehase. She got lucky there too, my
neighbor cheerfully reported. Her parents happeodthve sold their house around that time and
happened to have money they were looking to inwesffect, she is making the mortgage
payments to her parents, an arrangement that wortksell for them all. It was not until an
awkward silence that my acquaintance realized dreily was an example of investors against
whom we feared our FHA loan could not compete.

IDA participants are different than the larger plapion of low-income minorities. The
distinction between persons who are unusually ratery to fundamentally change the economic
situation into which they are born and those wheehather priorities is crucial for IDA research.
As Mills and colleagues stated in their interpirietabf the significant impacts IDAs appeared to
make in the likelihood that participants will obitaisset goals relative to a synthetic control
group, “the estimates may inadvertently capturel @tribute to the program) some inherent
differences between AFI participants and the matctemparticipants in underlying,
unobservable personal characteristics such as atiotiv (Mills et al., 2008, p. 44). Indeed, the
participants in my study seemed motivated. They edsne from families that owned homes,
which is another source of advantage. In fact, segmed quite middle class in the way they
made plans for the future, if in fact it is a mieldlass trait to have this future orientation.

Are IDAs missing their mark if they are not worgiwith people less motivated and less
prepared to succeed? After all, the general rukerobre stingy welfare state is that resources
should not be used on those who are likely to ®ateathout this help. The problem with this
argument is that persons with less motivation @wekef resources (such as Bree’s friends) are
often evaluating their own likelihood of successamtching others who make the attempt. If
those among them who stand out for their motivattiopurchase a home, whoadditionto the
motivation had access to opportunities to accurawddarge stock of savings or paying down
debt, do not succeed in the home purchase, whatet®ve those less prepared? In other
words, if IDAS’ success comes from attracting thasth more beneficial unseen characteristics,
this may not be as large of a problem as it fists® provided we are ready with even more
resources once those with a lower likelihood otess are ready to join.

28 \We have been submitting bids for various homeseshtovember 2012 and by the time of our
conversation it was February. As of the time of thriting (nearly May 2013), we have still not
been successful in purchasing. What is interestbapt our case is just how many advantages
we have. My husband (not boyfriend) and | are ethaavhite and enter the market with gift
funds from both sides of parents of $20,000 andoaur savings of $8,000.
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IDAs came about at a time when many argued tlmatighng people with income support
alone (as with AFDC) saps the poor of incentiveanscend their impoverished state. They
would further argue that the point of the Ameri@neam is that opportunities exist for those
who work hard and are willing to make the sacr8it@ enter the middle class. This study of
participants’ use of the IDA program is a testhede ideas. Stated differently, what would
happen if a middle class person, such as my neigbbanstance, were to suddenly wake up to
find herself with the resources of a low-incomey+wealth person? Would she be able to buy a
house in which to save her income and raise h&ireni? What would she need to accomplish
this goal, given the mathematical realities oftiaimum wage income and the median price of
a home? And what would her friends, more usedvindiin poverty and viewing home-
ownership with suspicion, need to have to achi@amemic stability?

These questions may seem academic at this pohrdt 1&/the point of thinking about
what it would take to make the poor economicallyuse in the long run, if programs that would
provide them with food in the short run are beimgpatened? The question of urgency is
legitimate, up to a point. Certainly one must eéet focusing on the short term alone and
running from crisis to crisis is precisely what firencial management classes in the IDA
program strive to teach their attendees to trartsdertheir work with the poor, the IDA
program often asks participants to track theirrices for a certain point of time to identify
spending leaks. Participants are then asked tthaskselves if a given expenditure is a need or a
want. A similar look at the country’s budget folgiag people purchase homes is also in order if
we are to efficiently meet our sh@mdlong term objectives in times of economic crisis.

Spending Leaks in the Asset-Building Budget

An important question to consider in evaluating\ids whether the program is worth the
cost (Richards and Thyer, 2010; Schreiner, yeaffady it is about a sixth of what the
government spends on asset-building programs fasihg that targets the poor. Specifically, the
IDA program costs the federal government about$i2don per year. This is in line with
spending for other major programs targeting loweme individuals for home ownership. In
2009, the Community Development Block Grants thedp fiund the down payment assistance
loan programs cities offer cost the federal govemin$40 million. The most expensive program
targeting the poor was the USDA Section 502 Guagmwhich cost the government $85 million
that year. Altogether, programs that help low-ineandividuals purchase houses cost the
government $1.5 billion (Woo, Rademacher, and M&e#t0).

Yet programs targeting the poor are just a porvibfederal expenditure on asset-
building programs. Closer examination of the fetbualget for homeownership reveals a
startling line item. In 2009, the government spg&8.4 billion dollars to pay for the mortgage
interest rate tax deduction (Woo, Rademacher, aei@i2010). Is this a misuse of funds? That
depends on how well it serves to meet the largal giopromoting home-ownership. If the
mortgage interest rate tax deduction subsidizesoafie-ownership, particularly that of the poor
and the middle class, it may serve to incentivitrefurchase in the first place. If so, all that
would be needed would be to help those with loweomes raise the funds for the down
payment and closing costs, particularly since tlagonty of the poor are renters and cannot
otherwise benefit from this significant governmepénding.

However, economists generally agree that the ragegnterest rate tax deduction does
little to stimulate homeownership (Ventry, 2009)islalso highly regressive. Since only
taxpayers whose income exceeds what would be offieta standard deduction claim the
benefit, homeowners with lower incomes are exclutle@010, only a third of taxpayers
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itemized their deductions (IRS, 2010). Furthertheescap for the amount of mortgage interest
that can be deducted is extremely high, those thi#ghmost expensive houses benefit most. In
effect, nearly all of the $86.4 billion dollarsfederal spending on the tax rate deduction, about
80 percent, is collected by the highest five peroéearners (Woo, Rademacher, and Meier,
2010).

Further, although mortgage tax rate deductionsheéargest single source of spending
towards homeownership that benefits higher incoamaegs, it is not the entire spending.
Deductions on property taxes cost another $25libmiland the different tax expenditures for
housing together cost the government $127.8 bitliolfars. All together, in 2009 the
government spent $384.32 billion to stimulate thgea acquisition of its populace (i.e.
homeownership, savings and investment, retirenteisiness development, and postsecondary
education). Of this spending, $347.8 billion taegkehigh-income earners through tax
expenditures, while $36.52 billion was spent oedliprograms for those with low-incomes. |
provide the summary of the difference in the altaaof the budget by extremes in earning

Table 2-5: Federal Asset Promotion Budget (2007)¥ype of Outlay and Primary Beneficiary
(in billions of dollars)

direct programs (low-income) ‘ ‘ ‘ ‘ ‘ ‘

tax expenditures (high income)

$0,00 $50,00 $100,00$150,00$200,00$250,00$300,00$350,00$400,00
Source: Woo, Rademacher, and Meier (2010).

in this table to provide a visual representatiothefhighly regressive funding allocation.

Examining the federal budget for promoting asselding reveals serious spending leaks
that need to be addressed if we are to be serlmug &ying to figure out what is the best way to
help low-income and minority families purchase heraed reduce the asset gap. Figuring out
whether spending considerable amounts of moneyite wff debt obligations of those who
already have considerable resources would be a gfadd In order to do this we should figure
out what precisely are our goals and whether theeyave spend is aligned with those goals. It
is important to look at the structure of incentivesthewholepopulation, and distinguish
between needs and wants.
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Article 3

Neither Heroes Nor Outcasts: Immigrants in an ABsgiding Program for Low Income
Workers

Problem Statement

What it takes to integrate immigrants, and whetherUnited States still has that “it” has
long been a cause for American concern. The “itarely defined. Legislative efforts related to
immigration overwhelmingly focus on their admissrather than programs that would foster
their integration (Bloemraad, 2006). Suclaiasez faireapproach results in a patchwork system
where immigrants are largely left to depend on paots that take no special consideration of
their needs, integrating not because of but despitieese policies (Bloemraad and de Graauw,
2011). The longstanding inconsistency of this supp@ates new challenges as newer waves of
immigrants are increasingly settling in parts @& tountry unaccustomed to flows of people
from other countries (Singer, Hardwick, and Bré&t@008). Investing in immigrant integration is
likely to serve the greater public good. Crosseral comparative research provides evidence
that greater federal investment aimed initially éods the integration of immigrants is associated
with better long-term socio-economic integratiosn@easured through earnings and political
participation (Bloemraad, 2006; Reitz, 1999). Thag U.S. population depends on the labor of
new workers, and U.S. born children are particulBkely to be raised in immigrant households
(Meyers, 2008 and 2012).

While immigrants can be found all income leveldjsproportionate number earn
particularly low incoméS. According to the U.S. Census Bureau's 2011 Aragri€ommunity
Survey, immigrants are more likely than personsliithe United States to earn low wages,
with nearly half of immigrants (44.4%) versus abauhird of U.S. born (33.8%) earning wages
that fall at or under 200% of the poverty line. THwyerty rates of immigrant families (18.5%)
are nearly twice those of U.S. born families (10 4#migrant households are also more likely
to face budget strains that result from an excegsigportion of income being channeled
towards housing payments. A greater proportiomwhigrants than non-immigrants use more
than 30% of their income to pay for shelter, whettemortgage (42.6% vs. 28.0% for U.S.
born) or rent (53.4% vs. 48.3% for U.S. born). Igrant families are less likely to live in homes
they own (51.5% vs. 67.7% for U.S. born): thisighlty significant, since home equity is the
largest single source of wealth for a typical Lh&usehold (U.S. Census Bureau, 2011).

This article investigates immigrants’ use of asessbuilding program for low-income
workers, providing training and financial suppartsupport saving for assets considered
fundamental to the attainment of the American Dreadication, home, small business. Anna
Crosslin, Executive Director of the Internationastitute of St. Louis, explains how her agency
uses Individual Development Accounts (IDA)s to tedfar its refugee clients a clear
institutional pathway for socio-economic integratio

29 Note that U.S. Census figures cited here draw tperross-section of immigrants, including
the more newly arrived (whom we would expect teebhming below their potential) and those
more established.
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For refugees, when they first get over here, te tak first job no matter what it is, it's
easier if they can look down the line, and know §fwau will help them get out of that job
and into something else. So, they will work in tiwgel, or the cleaning service, or the
restaurant -- or whatever it is -- if you sayhem: “build up a credit history, and a solid
work history, and come back in nine months, or what it is, and we’ll start you on the
process of enrolling you in the IDA program so that could save and buy a house, and
you can also start looking at a dream of being tbktart a business”. If you can connect
all of that together, then there’s an opporturtitgrée for these individuals and they can
see the long term.

(Anna Crosslin, Personal Communication, March D9

Her agency’s use of the program suggests IDAs raayesas a promising intervention for
immigrant integration. IDAs exist all over the coynand immigrants are particularly likely to
meet the program’s eligibility criteria by virtué lower wages earned. Yet no research has yet
been conducted that would explicitly evaluate inmangs’ use of the IDA program. This study
contributes to this gap in knowledge about the f@égrams. More broadly, it contributes to the
study of institutions that can foster immigraneigitation by identifying the ease of immigrant fit
in an existing program.

IDA Literature
Theoretical and Empirical Background

The IDA program served as the first real demonsimahat an appropriate institutional
context can help low income workers save to accaseets (Sherraden, 1991; Schreiner and
Sherraden, 2006). Until that time, saving was presilionly possible for people who have
disposable income, and so by definition, virtualtyresearch on the saving behavior by the poor
existed. Dominant theories of saving were neoatassiconomic (individuals as rational actors
have preferences for saving or spending), behdviodividuals have trouble resisting impulses
to spend), and psychological and sociological {irttlials spending is shaped by social or
psychological conditioning) (Beverly and SherradE®99). The institutional saving theory
Michael Sherraden (1991) proposed argues thatutistial factors are at least as important to
consider in evaluating individuals’ propensitiestwve (Beverly and Sherraden, 1999).

Sherraden pointed to the difference in the betvidraviors encouraged in public
spending on benefits for the poor in contrast taiispent on the non-poor. For instance,
workers eligible for the 401(k) are provided wittetfinancial education, employer and federal
matches for accumulated savings, ease of savingdghrautomatic deduction from payroll,
penalties for premature withdrawal, and positivefeecement in the form of statements
showing accumulation of funds. This system of rulesates a favorable context for saving.
Outside of the IDA program, low-income workers axa benefit from such institutional support.
Their accumulation of assets is further hamperediéfare regulations that make individuals
exceeding asset limits ineligible for income supgSherraden, 1991). IDAs were developed to
provide this favorable structure for those with lmeomes: mandatory financial training,
matches for savings up to a limit, encouragemeautdmatic deposit, monthly statements
showing growth in the fund, and disincentives fathdrawals for reasons unrelated to the asset
goal.
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IDA literature first affirmatively answered the@pquestion (at the time) of whether the
poor can save (Beverly and Sherraden, M., 199®)eh described relative differences in the
likelihood of success in the program by various dgraphic characteristics that included race,
social economic status, and lifecycle factors tiarital status (see Richards and Thyer, 2010 for
a review). Yet the premise of IDAs reaches beyaedting a favorable institutional structure for
the poor to save. IDAs were created to functioa path for those with low incomes to transcend
poverty and potentially gain inclusion into the diglclass. The program is insufficient in scope
to affect such dramatic change for its participab6000 ($4,000 match on $2,000 saved) is a
typical limit for one IDA participant. This contnition is small relative to the purchase price of
the typical asset goals: home, higher educatiobusimess. Yet it stands apart from
conventional income subsidy programs ireiplicit training and support for individuals to
achieve what some call the American Dream.

Such a perspective may hold particular resonaorcenimigrants, as Anna Crosslin’s
statement suggests above, pointing to the berfedipoogram that helps them accumulate assets
in ways that transcend the ability to merely subgis such, her idea of IDA’s utility for people
arriving from other countries echoes that of Shdarés much quoted assertion that “while
incomes feed people’s stomachs, assets changédaels” (1991, p. 6). He made this point
when suggesting the implementation of the IDA paogifor low-income workers.

Yet despite the fact that immigrants are overasented within the pool of low-income
workers in the United States, no study to datechagpared their ability to benefit from the
program relative to that of IDA participants bomthis country. Since data collection of
demographic characteristics of IDA participantsgioet include place of birth, we know
nothing if they are as likely to be able to useghegram to acquire assets, or if there is
something special in the migration experience tbatd prepare them to save more intensely, or
even if their suggestions for program improvemeati differ. This study is the first to explore
potential differences between IDA participants byivity (i.e. birthplace), comparing and
contrasting experiences of U.S. born participants those born in other countries (immigrants).

Immigration Literature

Immigrants as heroes.

There are reasons to believe that immigrants niggbtparticularly well in programs that
provide financial incentives and training to saveney for asset goals. Some scholars view low-
income immigrants as an individuals capable ofipaldrly intense exertions, as when Conley
observes that “by definition, immigrants are theld/s overachievers, so they do not form a
valid comparison group for the native black or wiibmmunities" (Conley, 2009, p. 39). His
position finds formal support in two theories i timmigration literature: (1) New Economics of
Labor Migration theory (NELM) and the previous inse saving experience implicit in NELM
and (2) relative deprivation theory, with the cdiy@ mechanism the theory suggests would
enable immigrants to make such exertions.

NELM posits that the choice to migrate originatesf a household decision to invest
resources in order to secure future gains (Mastel,, 1998; DeHaas, 2010). Migration is a
strategy to overcome deficiencies in a developiagket, whether for credit, or for protection
against unemployment, sickness, or old age (StaikBioom, 1985. NELM stresses that it is

% These deficiencies arise precisely because ofcagizndevelopment (Massey, 1999).
Corporations from highly developed economies sefimchew labor markets in underdeveloped
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households, not individuals, that pool financiall @ocial resources to send members to distant
labor markets (Massey, Durant, and Mellone, 20@8@aSand Massey, 2005; Stark and Bloom,
1985). The social nature of migration means thanugettlement in the new country, migrants
are expected to begin repaying their quasi-coniedabligation to family members with
remittances (Durand, Kandel, Parrado, and Mas$€96;1Sana and Massey, 2005). Amounts
paid are not insignificant and remittance flowséaeen rising even through the economic crisis
(Sirkeci, Cohen, and Ratha, 2011). In 2011, reabrdenittance¥ totaled about $325 billion,
which is about triple the amount sent as offictakfgn aid (Sirkeci, Cohen, and Ratha, 2011).

Based on NELM, we can expect immigrants’ savingavedr in the IDA program to be
strengthened through experiences related to thef actgration — which by definition are simply
not part of the U.S.-born low-income participarggperience. Namely, immigrants are likely to
have saved money to repay the costs of migratidrtfzan saved again to send money back to
the household of origin (Sana and Massey, 2005)s Tt the extent that immigrants have
arrived in this country as a result of a houselmlgstment of resources in their journey, they
are likely to have acquirdadtense saving experiencbefore joining the program.

Second, relative deprivation theory explains thanigrants may possessrame of
referencethat would allow them to more easily endure a lolseel of material comfort. While
saving necessarily entails self-deprivatioseaseof deprivation depends on the group used as a
point of reference (Bernburg, Thorlindsson, andi&idottir, 2009; Stark and Taylor, 1989).
Being poor in a country with a higher standardify is likely for migrants an improvement in
their original economic condition — provided thentnue to use their country of origin as a
frame of reference (Fan and Stark, 2008; StarkTayibr, 1989). For these reasons, less
assimilated immigrants may be especially successfugrs. It is possible that low-income IDA
participants born in the U.S. had experiences difquéarly acute periods of poverty in their
childhood households, which could similarly sergeadelpful frame of reference. However,
given that the income maintenance system of weialikely to be better developed relative to
whatever exists in immigrants’ countries of origas NELM suggests), a strong difference in
standard of living is less likely for this poputati

parts of the world, and in the process transfoaditional economies into ones more based on
industrial production (Sassen, 1998). Traditionabms of social protection no longer apply and
new ones are still under-developed. Migration &iatdit labor markets is a more viable option for
individuals who already left villages for urban asgSassen, 1998).

31 Estimates of remittance flows, being based ortiaffimoney transfer channels (e.g. Western
Union), cannot capture money brought in cash duded with letters. As such, they are likely

to underestimate the actual flows.
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Immigrants as victims. On the other hand, there also exists a traditionesfing
immigrants as persons less capable of succeedihg inew milieu simply because it differs so
much from that of their origin. As Torrico (201Q@ains in an introductory text for child
welfare workers,

Immigrants face a range of challenges resultinoftiee immigration and acculturation
process. These challenges (e.g., language, cultifiielences and beliefs, etc.) not only
serve as stressors for immigrant children, youthfamilies but they can also create
barriers to local supports and resources.

Proponents of this viewpoint do not suggest thaseimmigrants would be less capable if in a
more familiar context, or that the children of ta@mmigrants would inherit this disadvantage.
What they do suggest is that this group would maerck resources for adequate functioning in
their new society. In the context of the IDA pragrammigrants under this conception would
fare more poorly because basic linguistic and caltoarriers will prevent them from grasping
the financial training as readily as would IDA peigants born in the United States. Even if they
were to save funds, they would find the next stgpuochasing assets considerably more
difficult than would persons already born in thigintry, as a result of these barriers.

Research Questions

The IDA program is designed to intensify particiguability to save, both through
explicit instruction and through financial incergs: Namely, matching funds are paid to the
vendor upon the point of purchase of the asset gbais success in the program is defined in
IDA research as the ability draw down the matcthesavings. It is possible for a participant to
save the maximum amount that would be matchedydunable to purchase the asset within the
allotted period of time. If so, the promise of thatch disappears and the savings accumulated
are returned to the participant.

Without previous study of immigrants in IDAs, itimpossible to predict if immigrants
enter the program particularly well adapted fortsan intervention or whether they would need
considerable additional supports to succeed. Thalsgypoints in opposite directions. | will
therefore hypothesize a difference between immigead U.S. born IDA participants’ saving
rates and likelihood of purchasing asset goal$yawit predicting a particular direction. My
research design allows me to first measure angreifices between the groups’ relative success
in the program, and then investigate how any diffiees might be related to theories presented,
with particular focus on intense experiences sawinglation to migration as the focal point. |
will then summarize and compare the two groupstggations of the IDA program.

1. Does likelihood of asset acquisition differ betw@&amigrant and non-immigrant IDA
participants?

2. What migration-related saving experiences, if aloyimmigrants report?

3. How do experiences of the IDA program differ byiviag? Namely, (a) to what extent

does immigrant and non-immigrant participants istgnof saving change after exit
from the program, given intensity of saving befergering the program? (b) How do
the groups’ suggestions for improving the IDA piagrdiffer and overlap?
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Methods

Procedure

This study employs a comparative observationabdesirawing qualitative data from
the interview and quantitative data from the scirggprocedure used to select participants in the
study. Trilingual (Spanish, Cantonese, and Englisbjuitment was emailed to past and current
participants in Earned Asset Resource Network (ERRNDA program.

Site selection

In selecting the research site, | looked for agaaization known for administering the
IDA program particularly well, in a region that hasigher density of immigrants that would
allow them to be more likely to appear in the samphvoided organizations that served
immigrants specifically, since such organizatiormild be less likely to serve non-immigrants. |
did not want to compare immigrants in an immigrsgrving organization to non-immigrants
that had no such emphasis since this would intredaciation by agency. EARN is a San
Francisco based non-profit agency selected fqrattcularly effective IDA administration,
enabling any effects to be captured more read®RE’s IDA program has an attrition rate that
is approximately half of the national average (28%0%) and the average amount clients save is
also higher (EARN, 2010).

EARN'’s location in the San Francisco Bay Areaaalitional immigrant gateway with
dense, well-established ethnic communities fronm lhaitin America and Asia enables a larger
proportion of immigrants than is typical for theuodry as a whole (Singer, Hardwick, and
Brettell, 2008). As with California in general, SBrancisco Bay Area residents are more than
twice as likely to have been born in other coustthean is the case for the U.S. average (U.S.
Census, 2011). They are also more likely to eanetavages than persons born in this country
residing in this region and have more of their letwedd income absorbed by housing costs.
Where San Francisco county differs from Califoraama the country taken as a whole is the
propensity for residents to rent rather than owapprty. Immigrants and non-immigrants have
similarly low rates of home-ownership. This infortioa is detailed in Table 1 in the appendix.

Recruitment and screening procedures

A trilingual (English, Spanish, Cantonese) emaiitation to participate in the study was
sent by EARN staff to past and present clientd®hsterv. The message explained that the
research was performed by U.C. Berkeley researahexsoperation with EARN. The
organization co-funded the participant paymentichange for including questions about self-
efficacy in the interview. These data were repoliack to EARN while maintaining participant
confidentiality. The agency has working email addes for about a third of the 3200 clients
EARN served since 2002. The timing of this reseagtdtive to that of other research projects
EARN was conducting resulted in just one wave o&iénecruitment. About 10% (N=103)
responded to the email recruitment and almost ateweached to participate in the screening for
the study (n=93). Once patrticipants with missinthdeere eliminated, the final sample for the
screening was n=89. This sampling strategy isyikelhave selected persons with ready access
to a computer, high initiative, and a connectioth® agency that is more likely to be positive.

Screening was used to achieve a balanced sangke aollect data that could be used to
determine likelihood of success in asset-purchatietire help of IDA funds. The screening was
conducted in the language of participants’ chogsamgl consisted of three questions: IDA
status, place of birth, and amount of money givelet to persons one does not usually support
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in the last 2 months. All participants born outsadéhe United States were invited into the study
(n=27) and randomization was used to choose theaigroup of persons born in the U.S.
(n=27) that would be about balanced in terms ofamaphic characteristics and status in the
program (N=54).

Screening and sample selection

Individuals are eligible to obtain an IDA accoulniectly through EARN or its network
of agencies if they can demonstrate they are lmenre workers meeting certain criteria.
Specifically: (1) their income falls within 200% tife poverty rate upon admission, (2) at least a
portion of their income comes from paid employmé¢B},they have less than $10,000 in net
assets (value minus debt, vehicle excluded), @y #re over 18 years old and have a Social
Security or Individual Tax Identification NumbeBg) they live in the Bay Area (earn.org).
Similar to the nation’s IDA participants, EARN’semts are mostly minority (29% Latino/a,
25% African American, 23% Asian, as versus 12% @siamn) and female (68%) (EARN, 2010).
The average household income at enroliment is 0(BARN, 2010). Since EARN, like other
agents in the IDA field, does not track place oftjiit is impossible to accurately estimate the
proportion of immigrants in its IDA program.

Table 1. Screening Sample: Expected Versus ObsébAad®dtatus

Saver Alum Drop Out Total
Expected sample 30 31 28 89
EARN'
Observed sample 47 35 7 89
Screening

! Based on EARN’s 2011 first quarterly report, tigeracy had 3,268 accounts open since 2002.
The agency has a 31% attrition rate, and aboutjaal @umber of the accounts are open as fully
vested (1,045 currently open, 1,162 fully vest&d)sed on these figures and starting with a 31%
attrition rate, | calculated the proportions of #ueeening sample used in the analysis to obtain
the expected EARN sample in the saver, alum, aop dut categories.

| was unable to compare the demographic charatitsriof the screening sample with
that of the EARN population of clients becauseheflimited nature of the questions used to
screen the sample. The only demographic collecidiected in the screening was nativity, and
EARN does not track this characteristic. Thus thiy comparable data was the proportion of
savers (currently making deposits), alumni (expgeagram having purchased asset goal), and
drop outs (exited program without having purchassset goal). The Chi square test reveals a
highly significant difference in IDA status betweelnserved and expected sampk¥2, N =
90) = 25.899p <0.0001**. This is not surprising since personovdnopped out from the
program are less likely to maintain ties to theamigation than alumni.

Interviews and data analysis

Semi-structured, in-depth interviews were condiigtéh participants screened into the
study. The in person interviews took place in 2@t} time and place most convenient to the
participants. Cantonese- and Spanish-speakingybdinresearch assistants conducted interviews
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with linguistically matched participants. | condedtall interviews with participants able to
speak English (which included some immigrants). ifiterview took approximately an hour to
complete and was recorded with participants’ pesiorsfor transcription purposes. After the
interview, participants filled out a brief demogh@psurvey that also includes an acculturation
scale for all immigrants (Marin, Sabogal, Maringt-Sabogal, and Perez-Stable, 1987
Interviews not recorded were recreated from ndtestly after the interview. Table 1 in the
Appendix summarizes the origin and type of the datkected to answer the research question.

Measurement and Data Analysis
Screening Data (Research Question) 1

| used screening data to answer the first reseqrebtion (Does likelihood of asset
acquisition differ between immigrant and non-imnaigir IDA participants?), creating a simple
count of nativity (immigrant vs. non-immigrant) pyogram status (alumnus/a vs. drop-out).
Since | am focused on program outcomes, | droppeddreening data collected from persons
still in the program. Participants are consideretdd immigrant or U.S. born depending on their
place of birth. IDA status tracks the type of dépa IDA participants made from the program —
with or without a match for any saving. Asset pashis a key outcome measure in IDA
research. | use the definition standard in the |D&ature. Those who left having purchased the
asset goal are considered alumni, those who Idfiowt such a purchase are considered drop
outs, even if they remained in the program forrttaximum time possible and even if they saved
the full amount possible. Since the IDA progranifstesburse the savings and the match to the
vendor directly, it is possible for an inability pairchase the asset within the time limit to render
the participant ineligible for the match.

| used Fisher’'s Exact Test to determine if thera significant difference in the likelihood
of success by nativity. Although the expected sizthe cells was sufficiently large (i.e. >5) to
allow me to use the better known Chi Square arglysihose to use the Fisher’'s Exact test for
the sake of precision. Chi Square analysis compgheesutcome with an expected statistic of a
theoretical distribution; Fisher's Test is exaaiskd an online calculator for the analysis
(http://www.langsrud.com/fisher.htm).

Interview Data (Research Questions 2 and 3)

Trained research assistants transcribed neatligealhterviews, with those conducted in
another language simultaneously translated intdiEindresearch assistants consulted with
others in their language group to obtain conseabost difficult passages. The data was
uploaded to Dedoose, a mixed methods online saftviRegular research meetings with research
assistants were used to develop and apply dedyethpected) and inductive (emerging) codes.
Research assistants applied the coding schemdrafteéng. For instance, the code
“IDA/EARN” was used to label passages where préints referred to participation in EARN’s
IDA program. We used double coding within the resledeam to ensure consistent application.

To extract more precise themes | conducted fin@nganalysis of a code most related to
the research question, with the help of one rebeassistant. For instance, we used the code
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“IDA/JEARN?” to answer research question 3. The gimestompares experiences of the program
by analyzing the types of suggestions participgate when asked questions like "Is there
something that you think th@rogram should do, which it hasn’t? Are there particular
challenges you face that you wished the prografh&tald have helped you with?” The
research assistant and | read through the codasasely, creating a preliminary list of
subsidiary codes. We arrived at a more final ligubsidiary codes through discussion.

Results

Analysis of Sample Characteristics

Demographic characteristics and comparisons betsaeples of interest are presented
in Table 2. As with national studies of EARN papants (Mills et al., 2008, Schreiner, Clancy,
and Sherraden, 2002) the IDA participants in thislgand in EARN more broadly are mostly
minority (88% for this sample and EARN) women (8@#d 68% for this study and EARN
respectively) who were most likely to use their FO#® save for higher education or business
(58% and 67% total for this study and EARN respety)).
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Table 3-1: Demographic Characteristics of SampteEBARN IDA Participants

Gender
Female
Male

Age

Nativity
Country of birth
Foreign born
U.S. born
Household
T or 2 generation
3% generation

Race
Asian
Non-Hispanic Black
Hispanic/Latino(a)
Non-Hispanic White
Other

Education (n =39)
Grade school
High School or GED
Trade school
2-year college or associate degree
4-year college
Post-graduate degree

Marital Status
Single (never married)
Married
Divorced
Live with domestic partner
Separated
Widowed

Number of children

IDA Saving Goal
Higher Education
Business
Home
Child's Education
Multiple/Other

IDA Status
Current Savér
Alum
Dropout

Monthly income ($)

Final Sample
(N=41)

33 (80%)
8 (20%)

41 (11)

22 (54%)
19 (46%)

27 (66%)
14 (34%)

15 (37%)
8 (20%)
11 (27%)
5 (12%)
2 (5%)

7 (18%)
1 (3%)
12 (31%)
16 (39%)
3 (8%)

16 (40%)
11 (27%)
12 (29%)

1(%)
1 (2%)

1.3(1.7)

14 (34%)
10 (24%)
7 (17%)

7 (17%)

3 (7%)
20 (49%)
16 (39%)
5 (12%)

2037 (980)

EARN in X2
2017 p-values
(N=1680)

1142 (68%)

538 (32%) P18

386 (23%)
403 (24%)
504 (30%) p=.093
202 (12%)

185 (119%)

549 (33%)

573 (34%)

272 (16%)  p=.64
178 (11%)
108 (6%)

1140 (30%)
1445 (38%) p=.0.02*
1224 (32%)

1592

Foreign Born in

Sample
(n=22)

15 (68%)
7 (32%)

40 (10)

22 (100%)
0 (0%)

22 (100%)
0 (0%)

14 (64%)
0 (0%)
8 (36%)
0 (0%)
0 (0%)

6 (30%)
0 (0%)
5 (25%)
8 (40%)
1 (5%)

9 (41%)
6 (27%)
6 (27%)

1(5%)
0 (0%)

0.95 (0.9)

9 (41%)
5 (23%)
2 (9%)
5 (23%)
1 (5%)
13 (59%)
9 (41%)
0 (0%)

1871 (947)

US-Born in
Sample (n=19) Test & Welch

Fisher's Exact
t Test results

18 (95%)
1 (5%)

p=.0497*

43 (12) p=.39

0 (0%) -
19 (100%) -

5 (26%)
14 (74%)

1(5%)  p=.000%**
2%)
(18%)
599
2 (11%)

1 (5%) p=.54
1 (5%)
7 (37%)
8 (42%)
1 (5%)

79 p=.80
5 (26%)
6 (32%)

0 (0%)
1 (5%)

1.7 (2.3)

%2 p=.43
5 (26%)
5 (26%)
26
1 (5%)

7 (37%)
7 (37%)
5 (26%)

p=.04*

2275 (1015) p=.20

*p< .05, *p< .01, **p<.001

| used demographic data available from EARN'’s 2fdkt quarterly report to estimate

differences between the values observed in thipkaand what values would be expected based
on EARN'’s population proportions. The results @la square analysis revealed no significant

differences between the two groups for gendé¢I(N = 42) = 1.78, p = .18), raceq%4, N =
42) = 7.952, p = .09), or saving goaP(X, N = 42) = 2.514, p = .64). However, the peragat
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of participants in each category of saving stalidsliffer between the two groups@, N = 42)
=7.761,p < .05. There are fewer drop-outs and more cugaweérs in the sample than would be
expected based on the EARN population estimatés.ig tikely a selection bias: savers are by
definition more likely to be engaged with the orgation, and it is through EARN that |
recruited the participants. Another key differebeéween this sample and that of EARN clients
more generally is that the sample analyzed hemrt®phigherincome ($2037 ($980 SD)

versus $1592 average for EARN) bubarer amount of money saved in the IDA account ($93.6
($61.3 SD) $115 average IDA savings for EARN). Ehers insufficient data about the EARN
population from this time period to assess if tieetence in income and savings are statistically
significant. Nevertheless, caution should be agplegeneralizing from this sample to the large
EARN population of clients. To the extent that EARMSstimates accurately reflect the real
saving deposits per income measures, individuaisisnsample arkessintense savers than is
common in the organization. Yet if the participaintshis study save less intensely than those in
EARN, they are closer to the average IDA clientpadrmonthly savings are considerably lower
than that of the EARN average.

In addition, | compared demographic charactesspicthe immigrants and non-
immigrants in this sample, using Fisher’s exadt fimscategorical variables (gender, race,
education, marital status, saving goal, IDA statusg) Welch'sT test for continuous variables
(age, number of children, and monthly income). Wal@ test is used when the samples may
not be sufficiently evenly balanced foiTdest. Three significant differences emerged widse
analyses. The first is not surprising. Asians aatifos in this country are much more likely to
be foreign born than non-Hispanic blacks, andithreflected in this sample. Immigrants in this
sample are either Asian (64%) or Hispanic (46%} fidcte of the U.S. born IDA participants in
this sample was most likely to either be non-Hispatack (42%) or white (26%). Immigrants
in this sample were also significantly more likéhan U.S. born participants to be male (32%
versus 5%). Although immigrants had considerablyefechildren 1 = 0.95 ED=0.9)) than
non-immigrantsil = 1.7 SD = 2.3)), the difference was not significat(89) = 2.92p = .146.
Immigrants are more likely to be current as oppdsquhst savers (59% immigrants were savers
versus 37% of the U.S. born).

An important difference between the two grouphésr status in the program. No
immigrants were drop outs, whereas the U.S. bome &bout evenly distributed between the
savers (37%), alumni (37%), and drop outs (26%# fAigh number of U.S. born IDA drop-outs
in the sample is a result of purposive oversamgiimghis status during screening. Whereas all
immigrants who expressed interest were invited théostudy, and the majority of non-
immigrant savers were screened out, anyone wherbput of the IDA program was given a
higher random chance of participating in the stulya result of this sampling bias, | conducted
no statistical comparisons of the quantitative datalected in the study. Since | purposely drew
more drop-outs from the U.S. born IDA populatiorihe EARN program, any extrapolation of
outcomes like saving rates from this sample coeldgurious.

Research Question 1: Does likelihood of asset acsition differ between immigrant and
non-immigrant IDA participants?

Observed sample size: Nativity and program status

Drop out Alumi

Immigrant 0 12




82

| U.S. Born | 7 | 23 |

Although immigrants were more likely to report hayiacquired the asset using IDA funding,
Fisher’s exact test revealed no significant diffeebetween the likelihood of successful
outcomes (p=.16).

Research Question 2: What migration-related savingxperiences, if any, do immigrants
report?

A few participants stand out as having made soraéWwéroic exertions to come to this
country, at least in the sense of being the firgirie’s social network to migrate and saving
money for the trip. Samuel is one of them. He abwdryeamt of coming to the United States. As
a teenager he saved money and then borrowed thfearshis family in Peru, finally travelling
to a country where no relatives would greet himfiHished his college education here and
although he returns to his country every few ydaedhas settled here. Adina is another. She
grew up in a wealthy family in Gambia but since féily “did not value education”, she had to
work particularly hard to raise the money to stagchool. She supported herself by selling
ethnic snacks during the lunch breaks and lateziodt employment in an international firm that
paid a high wage. Yet Adina’s plans for her futare bigger than the lucrative employment she
would leave behind — she plans to receive a degreemputer science in America and start a
software company when she returns to her counhrg.s@ved half of the income she received in
her well paying job and came to the United Statésgithe money she saved. Presently she is
stuck. Cuts to the state education budget meanhh#rauition has risen dramatically since she
began school. She needs to periodically drop otdise the many thousands of dollars she
needs. Adina pointed out that the system for forstgrdents was not developed for persons like
her: persons who do not have considerable famdgurces to continue to draw upon.

Although Samuel and Adina saved considerable fomd®me to a country where they
were the first in their family to arrive, most imgnant participants did not fit this narrative oéth
pathbreaking immigrant. Considering the group afale shows that only a few financed their
own journeys. Of those who did, many built savimga/ell paying jobs (e.g. Adina) or through
successful businesses they developed. Some camefpoivileged background. For instance,
Katelyn, currently a single mother of three, “lividce a princess” in Mexico before escaping to
this country to escape threats made on her lifaéomolitical views. She had received an elite
education growing up and is dedicated to ensuhagher children follow her path. Participants
from such backgrounds tended to see their livgmdsgcularly difficult relative to what they had
before. They tended to expect their children tm ¢gh educations and were often saving for
this purpose. In effect it seems that the savinmeagnce of this group of IDA participants
typically did not entail extraordinary personal gian. Rather, prudent habits allowed them to
channel some of their income into savings that tteayld then invest into the migration when
that became necessary. One participant borrowe@yioom her family to make the journey
from China with her young child.

Most participants in this study did not need tg fm the trip at all. They came to join
spouses or, even more typically, were brought ki frarents. This does not mean their journey
did not entail sacrifices. Lana, who joined her Ineotin the United States after she finished high
school, even though she would have much ratheedtayMexico. Lana had many more friends
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there and perceived her life in general to be eagit now that she is here she is saving
intensely to help her mother build up her businasd, plans to finish a law degree when she
gains more funding. William was not as reluctantdéme, since he was only a small child when
his parents migrated with him from China. Yet hewt to gain a college degree to gain a better
income so that he does not have to be a “burdehistéamily. He willingly helps his parents
financially whenever they ask. The sacrifices thesmigrants coming before adulthood were
making for their families had more to do with gealesuccess in the country rather than specific
intensity of saving related to the journey.

In summary, there were few stories of heroic $iaerto blaze a new path in this country.
Although some used their own savings to migrate ntlajority of these individuals had greater
means (i.e. higher incomes) in their country ofjiori These participants tended to report that
their standard of living diminished considerablythieir new country. Since the majority of the
immigrants interviewed here came to join familyytdid not have the intense saving
experiences to migrate and did not need to supa@mity upon arrival. The majority reported
learning new strategies to save in the program.

Research Question 3: How do experiences of the ID#ogram differ by nativity? Namely,
(a) to what extent does immigrant and non-immigrantparticipants intensity of saving
change after exit from the program, given intensityof saving before entering the program?
(b) How do the groups’ suggestions for improving ta IDA program differ and overlap?

(a) Impact on Saving

While it was not at all rare for immigrants to kasntered the program with some saving
experience (albeit not typically the tremendoustgnse form of saving), their stories suggest
that the financial training they received in theAlProgram enabled them to increase the amount
of money they could save. Certainly, there werevawho felt that the instructions related to
saving were already obvious. One participant frdmm@& was not impressed with the frequently
given example of money spent on coffee being adipgrieak that could be tapped for large
savings in the future, reciting a Chinese provédrtua many little things adding up to a lot.
Nevertheless, the majority reported at least sorogament about the techniques for budgeting
they learned in class, with some reporting a ti@msétion in the way they used money. Lana,
for instance, stated that she used to live frontpagk to paycheck before being drawn to a
program that would “pay [her] to save”. She nowesa¥5% of her income.

In their perceptions of learning to intensify s&8 or to start saving for the first time,
immigrants in this study did not much differ frorarpcipants who were born in the United
States. In article one (IDAs as the cornerstoreseét-based policy?”), | divided participants
who graduated the program by reported intensigeofng before and after the program, a table |
recreate below. | was interested in identifyinguvtwat degree if any did the program serve to
transform the saving habits of those who took paitt However, in addition to the financial
classes themselves, a small selection of partitsgaerticipated in a program EARN created for
its IDA alumni. | added another table for additibolaanges attributable to the financial coaching
of this program. It is provided for interested ahirand consists of individual meetings with a
financial coach for about a year for the purposelentifying and meeting financial goals.

The results of this assessment appear in the baldev, with names of the immigrants in
the group bolded and italicized (i.e. Brian, Canbstrance, Victoria, Harold, Katelyn, Linda,
and Adina). With the perception of immigrants asoks, one would expect
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PRE-IDA Saving
Not Saving Moderate| Intense
n=12 Low n=6 n=3
High n=2
Brian = Harold Cindy
Candy O | Kateyn Laura
Holly =1 Linda Gemma
vy Rosy
Jennifer Tammy
Jessica William
Mirah
Molly T | Adina
Sandy Q| Richard
Sarah T
Terrence
Victoria
Post-IDA, NO Individual Financial Coaching Post-IDA, WITH Individual Financial Coaching
Not Saving Moderate| Intense n=4 Not Saving Moderate| Intense n=6
n=9 Low n=2 n=8 Low n=2
High n=6 High n=6
Katelyn = | Tammy Adina Katelyn > | Tammy [ Adina
Holly Q| william Cindy Holly O | Wiliam Cindy
Ivy Gemma Ivy - Gemma
Jessica Laura Jessica Laura
Mirah Mirah Jennifer
Terrence < | Brian Terrence Victoria
Sandy O| cand Sandy -
Sarah I Y Sarah T | Brian
Victoria Jennifer Q| Candy
Molly T| Mol
Harold Harold
Linda Linda
Richard Richard
Rosy Rosy

immigrants to begin as intense savers in thetitsie (PRE-IDA Saving), and continue in the
same category in the tables below. Financial tnaiishould not much matter to an immigrant.
With the immigrants as victims perspective, we rmigkpect to find immigrants in the category
of non-savers before the IDA program, or if theg slave, to not have changed status after
participating in the program. The expected lacklange would be a result of the more intense
effort that an organization that administers thé lppogram would need to make to overcome
fundamental barriers to understanding the matthalimmigrants would be more likely to have.
Instead, the tables show that immigrants and nonigrants are relatively evenly spread
across the tables. Even Adina, the computer scigluickent from Gambia found herself able to
be even more intense with her ability to save afterlDA program. Both she and Victoria (after
financial coaching) became very intense savemastlining their spending to such a degree that
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there is little thoughtless spending (Adina speBil® per month in for anything that is not a bill),
and considerable saving (Victoria has $18,000 sawéat in jumping between these categories
they were joining three non-immigrant participawtso were already there.

Conversely, immigrants appeared no more and rsdiledy to be unable to continue any
intensification of spending they might have expaeed in the program. Sherraden’s institutional
theory of saving suggests that rules and incentiva$er in promoting and retarding saving,
including among the poor who have little excessl pginted out in the chapter 1 (IDAs as
cornerstone of asset-building policy), the fact thay IDA program as executed is time limited
rather than part of a permanent structure of incest means that it is an open question whether
any new saving can persist after the facilitatimgure is removed. Many indeed reverted to
their previous saving habits, particularly thoseowéported not saving before. This suggests that
a favorable institutional structure is as neces&arimmigrants as non-immigrants if an
enduring change in saving is to be stimulated. ysialof the opinions about the structure and
administration of the IDA program by nativity istbopic of the next section.

(b) Impressions of the Program

Confirming the findings of the previous sectioinsmigrants and non-immigrants
experienced the program in a similar way. Both geovewed the program favorably, praising
the training and the structure of the program iiping them save money for assets and at times
develop a greater sense of purpose for their spgn@hey found the match to be highly
motivating and appreciated being prevented frorhavawing the funds easily. Both groups
generally found the financial instruction helpfalthough some had suggestion for specific
content they found missing (e.g. advanced trainimgredit). Many felt very lucky to have the
program made available to them. Excerpts from tentigipants, the first an immigrant and the
second a participant born in this country will gtcate some of these similarities.

Harold, a single immigrant from China in his easiyties,was asked to relate the
messages he believed the program was trying tortrtgpaim:

They helped me to get my credit together and shanetiow to budget, value money.
Even though you are poor, you can find all kindsval/s to save money. You don't have
to be rich to save money. That is the most impottaing that | have learned. Also, |
learned how to set goals because most people dwametmoney, they don't set goals.

Interviewer: Is that something that you have alne@édard before or it is new to you?

It is new to me because those IDA concepts ar@rmaaticed by low income or poor
people. They usually are practiced by educatedisaadthy people.

The financial training helped Harold conceptualtipals for his spending and taught him
concrete skills that would make it easier for hawéach them.

Jennifer’s excerpt affirms Harold’s points in gexadetail in her explanation of the
process of joining the IDA. She adds that inform@tbout the way that the matching of savings
can attract participants to the program. Far frgpulalic benefit, it the program rather seems like
a money making opportunity too good to be trueniden a U.S. born single mother of one in
her early forties was in a point of transition er life, after fifteen years of dependence on
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disability. She was particularly ready to receive instruction she reported never receiving in
school or from family:

I think | was just working, started working permahelhen | looked at that website
[benefits.gov], because | got a job permanent,dntable to get any aid from the city
for my son anymore. So | said, 'gee do | qualifydoything?' And so | was looking, and
you know, my dad being a veteran and everythingjomaomething, just to see. And
then | found that one. It just piqued my interéslled and they said, ‘come in for a
meeting.' (...) And so they signed me up and you kremeryone [in my family] was
really doubtful: (...) 'how could that be? how cothdt be?' (...) So | was still doubtful,
but I was more doubtful with myself. Plus | havellsaedit. (...) So | went to the meeting
and then | said, 'ok | decided since | qualifiédttl would save for my son's
education.(...)

The budgeting classes, which were so helpful, thaee things that | never learned in
school. | took, what did we have in school? Civigst they don't... we had this stock
project about buying stock and making money that.\Bait it doesn't teach you anything
about budgeting or... And | thought | knew a lot atimoney because my dad owned a
house. But I didn't really know a lot about perddimance, budgeting, the very
simplistic basics of what you need to do to take @d yourself (...). And they had us
write down all the things that we spend in a wemtt then see if there's any spending
leaks. And that whole exercise was a real eye ogesxercise. | still sit down and do my
own budget to this day.

Interviewer: What do you mean you do your own btitige

I mean figure out how much | need to spend evergtmavhich are the things that |
have to spend on and what is variable. Yeah. tiattymake projections in like one year,
two years to see if | can make it with my goalarite that down too.

Jennifer represents a particularly successful IBAipipant, changing from a person who never
saved and even declared bankruptcy for consumedspg to a woman who has saved five
months of income and intends to continue her exaherfinugal lifestyle for the indefinite future.
Her large saving goals are retirement and her smilege education.

The largest recurring complaint of this prograrthiat the program’s scope is
insufficient. Some state that the staff is at tineesbusy. This was particularly a problem for
those who were struggling in the program. For imsta Stanley needed to previously drop out of
the program because he needed to make an emengeghdyawal to pay for a medical
procedure. He wished that someone in the prograh@approached him when he was on the
verge of dropping out. Dorothea, born in the Ur&l an the verge of dropping out from the
program because she cannot find a lender to makgonge purchase possible, believed when
spoke for others when she note that “I think thrggbst complaint of the program is that you
don't have a lot of one-to-one. That's the biggestplaint to people. You don't know who to
call, and they tell us that they have so many tigihey don't have time, it takes them several
days. You just stop bothering them.”
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While increased staff attention was a somewhathcomcomplaint, the desire for IDAs
to be extended over many goals was very typicagl®d observation is representative:

| think they shouldn't limit the number of goalopke are allowed to save for. They

should allow people to continue on with the progtarsave for a second goal after they

have finished saving for their first goal.

In other words, they would like to engage with glnegram to save for additional goals. Not just
the business, home, or education, but also for @ehiction, retirement, naturalization, and
emergency savings. This speaks to the potentiadlgtgr impact that amngoingsystem of
incentivized savings by the poor could have on iogeme workers.

Where immigrants did differ was in listing langeaggrriers that limited their ability to
fully participate. Stella observation summarizess ¢hanging to saving habits she experienced, as
well as the language barriers that prevent her fraaking as much use of the programs as she
might otherwise:

Before, we would go out a lot and spend moneynbut we think before eating out or

going to the movies. We remind each other of thesages we hear in the classes and

how $30 at a restaurant can be a few days’ wortiraderies. We keep each other in
check and accumulate more money for the savingsuatcNow when | am tempted to
go buy a meal, | go to the bank instead to deplsisame money. | used to spend
unnecessarily on things we never used but now alaleto put it in perspective. | loved
going to the classes and they were very valuall@dw they are almost all only in

English. Nothing has ever been useless that | learaed.

Interviewer: Something do you think they can ch&nge

More resources in Spanish so that more Latinogoaithere should be more meetings
and information for participants.

Mae’s case was particularly acute. An immigrantrfréhina with limited ability to speak
English, Mae found constructing a business pldaanglish a frustrating and exceedingly
difficult task. The task was primarily conceptuadi§ficult, particularly since it was difficult for
Mae to follow the guidelines provided by the worgh and lessons Mae attended. Conducting
research on the market was also quite difficultier and she ended up feeling frustrated that
although her friend’s business plan totaled terepaghe could manage to only write half of that
amount. This friend then needed to translate ter pito English for her. The process took her
six months and was one she found "incredibly fatstg”.

One could argue many of the difficulties Mae exgered were likely as difficult for new
entrepreneurs in this country, particularly theaaptualization process. Yet the language barrier
should not be underestimated. Spanish speakingiparits also found access to workshops
more limited as a result of the language barrieeneghough this is the one language outside of
English that workshops were provided. In summarynigrants and persons born in the United
States reported similar benefits and drawbackbeeptogram, with the exception that
immigrants with more limited ability to speak Ergflifaced additional linguistic barriers.

Yet an important limitation in the design of tkisidy needs to be noted. We interviewed
persons who maintained sufficient contact withabency to continue receiving emails, such as
the one recruiting participants for this study. Beéection bias would miss those who found the
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program too difficult to access, or who would bleiceant to join any program associated with
the government or American institutions. One IDAtggpant, a white U.S. born woman closely
associated with a local church that caters to Spaspeaking immigrants made this point well as
she explained her lack of success in recruitingéleaw parishioners to the program. Dolly
made repeated attempts:
| can almost quote this word for word becauseh®ard it so many times. 'We don't trust
anything from the government, and we have prideveauat to work hard to get ourselves
out of our situations. We don't want to take a lmariéind be taking things away from the
Americans.' (...) Nothing is for free for immigrane United States will not help
immigrants.'

Dolly believes that the problem with her recruitrhethat her fellow parishioners perceived her
as belonging to the mainstream from which theseigrants are apart. She attempted to
convince the priests to tell parishioners aboufpttogram, but they too were reluctant to stake
the trust of their community on Dolly’s claims. S¢geculated that an initiative by an IDA
serving organization that would bring togethergielus leaders from many different
communities for a presentation about the programlavbe better received:

| think the best thing is to get pastors (...) andtenthem to a dinner. Not only would
they have that fellowship with one another, aneé feod, but they would actually hear
about the program and then they could bring ih&rtcongregations. And there are
many, many, many people that would hear aboutdtEmefit that way (...) So that's my
best advice for actually distributing the fundsmorthy recipients, to recipients that
really could very much benefit and their childreddamilies: if it was only
communicated in a way that they would understand.

Dolly is convinced that these families would partarly benefit from the program since despite
their poverty, they are able to collect thousarfd$otlars among themselves to build a church in
their community of origin. This suggests that thyuld be able to find the resources if the
opportunity were presented.

Discussion

Strengths and Limitations

This study is the first to contrast experiencesrohigrant and U.S. born participants in
an IDA program, the largest asset-building progsgpecifically created for low-income workers.
The results suggest that immigrant participants naydiffer in many significant ways from
IDA participants born in this country. The two gpsuare also as likely to finish the program
with (or without) drawing down the match for theselsgoal. Neither theory presented in the
introduction turned out to predict the outcomese Tigjority reported no significant experiences
in saving for the migration, since their familieilitated their passage. Those who did pay their
way tended to have had well paying employment &ir ttountries of origin, suggesting that the
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saving did not come at a great cost to their dailgg. Indeed, both types of participants
reported similarly positive experiences in the pamg, with the biggest complaint being the
program’s more limited nature: one saving goahoé¢, when repeated and more expanded
goals would have been appreciated. The singultardiice was, not surprisingly, in language
barriers being reported by the immigrant group.

Before drawing any larger conclusions based angtudy, it is important to take note of
its limitations. These results hold true for thatcular IDA program, administered by a specific
agency chosen for its particularly good functiongimgen standard programmatic outcome
measures. Further, these results hold true fortecplar area of the country. The San Francisco
Bay Area is particularly urban and dense with immangs. It has served as an immigrant gateway
since before California began to exist as a stadiehas established immigrant communities. One
of the many ways that this could matter is in thistence of supportive resources for immigrants
that are more likely to exist in the area. If thase sufficient, they would allow EARN’s IDA
program to be focused on the administering itsifipgrogram, rather than providing more
comprehensive services for easing settlement tgpnent the IDA program. A region whose
receipt of immigrants is more recent may need kb &y immigrant serving IDA with
additional programs.

The sample was small and considerable care sheuwdercised before generalizing
results to larger populations. For instance, isartgnt to note that the participants for whom the
program did not work particularly well would be $dgkely to still be attached to it. This
selection bias is evident in the analysis of threewting data for research question 1: a
significantly smaller number of drop-outs than wbhbk expected from EARN'’s drop out rates
expressed interest in participating in the stude Tecruitment was sent in Spanish and
Cantonese, missing the large variety of addititevaduages read by immigrants. Thus the only
immigrant participants outside of China, Hong Koaggd most countries in Latin America were
those able to speak English fluently enough to fakein a conversation advertised to last about
an hour. Language minority immigrants are genetallg explored in research.

Future studies are needed add more informationtafyonigrants’ use of the IDA
program. One useful place to begin would be totadd/ariable of country of birth to the data
collected annually from Asset for Independence gracipients, as part of the annual reports to
congress mandated by this legislature. This wollildvaesearchers to collect national data that
would be more generalizable. In addition, futuredsts could study low-income immigrants’
asset building with a comparison to populationsiolat of the IDA program. Case studies
comparing IDA programs administered in establisied gateway communities would also
provide potentially useful ideas for cross-fertilig immigrant serving programs. Such case
studies should also be mindful of the way thatlb¥ program interacts with other asset-
building initiatives participants might have acces their particular location. Perhaps the
problem of minority languages could be alleviatedtigh workshops simultaneously
broadcasted to participants of multiple agencidéss attempt could be coupled with recruitment
of community leaders immigrants less acculturaltesh the ones in this study.

As the country prepares to seriously address imatian with Comprehensive
Immigration Reform, it is important to note thateation to integration should transcend policies
of admission alone (Bloemraad, 2006). In the piltgrview | referenced in the introduction to
this chapter, Anna Crosslin pointed out the postpibwer of having the staff in her agency lay
out for refugees the sequence of steps they colltaf if they wanted to eventually be ready to
start a business or own a house. What the redulsscstudy suggest is that this explicit attempt
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to integrate individuals appears as motivatingfamigrants coming to this country in less
traumatic circumstances, as well as to those whe wern in this country.
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