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1. Introduction

Policymakers and analysts are coming to realize that saving and asset accumu-
lation drive development and long-term improvement in well-being (Schreiner and
Sherraden, 2006; Sherraden, 2005; Schreiner et al., 2001; Shapiro and Wolff, 2001;
Ackerman and Alstott, 1999; Conley, 1999; Oliver and Shapiro, 1995; Friedman,
1988; Haveman, 1988). For the middle and upper classes, a variety of public policies
already subsidize saving and asset accumulation through education, home owner-
ship, and retirement savings (Howard, 1997; Sherraden, 1991).

The poor, of course, could use similar help. While saving is not easy for anyone,
it is even more difficult for the poor because they start with fewer resources and
because the policy mechanisms that subsidize saving tend to work through tax
breaks or to require existing wealth.

Individual Development Accounts (IDAs) are a new policy proposal designed to
address these constraints and to include the poor in institutions that promote saving
and asset accumulation. IDAs provide matches for savings used for home purchase,
post-secondary education, or microenterprise. (Some programs also match retire-
ment savings, job training, home repair, or the purchase of cars or computers.) IDA
participants also receive financial education and counseling from program staff.

IDAs have attracted broad political support. Bill Clinton supported IDAs in his
1992 campaign and later proposed a large matched-savings program (Wayne,
1999). In 2000, both George W. Bush and Al Gore had IDA proposals in their plat-
forms (Bush, 2000; Kessler, 2000). About 34 states have IDA legislation (Edwards
and Mason, 2003), and the Assets for Independence Act authorized $250 million for
IDAs in 1999-2009. Furthermore, the Savings for Working Families Act—if passed—
would provide $450 million for 300,000 IDAs over 10 years. Outside the United
States, Taiwan has an IDA-like demonstration, and Canada has sponsored a ran-
domized IDA experiment. In the United Kingdom, the Savings Gateway resembles
IDAs (Kempson, McKay, and Collard, 2003), and the new Child Trust Fund will give
each newborn an account and a deposit, with larger deposits for children in poor
families (H.M. Treasury, 2003).
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IDAs provide benefits to participants. But what do IDAs cost society? This paper
looks at program costs in a “high-touch” IDA program run out of a non-profit com-
munity organization, the Community Action Project of Tulsa County (CAPTC). Social
cost is the value of resources used up in the production of IDAs. Schreiner (2002a
and 2000a) describes the concepts of cost measurement and documents “start-up”
and “on-going” costs at CAPTC from October 1998 through June 2001. (Sherraden,
2000, comments on this exercise.) The present paper summarizes costs through the
end of the program in December 2003.

From start to end, CAPTC's IDA program produced the following accumulated
outputs (Figure 1, lines d-f in Appendix):

471 participants
15,213 participant-months
$301,645 of net IDA savings

Excluding matches of $377,947 (line j), accumulated program costs were esti-
mated at $922,473 (line i). Thus, costs per unit of output were (lines n-p):

$1,959 per participant
$61 per participant-month
$3.06 per $1 of net IDA savings

Annual costs per participant-month were highest at “start-up” in 1998-9 ($86,
line ). As the up-front costs of recruitment and financial education were diluted over
a growing participant base, unit costs decreased in 2000-1 to $56 and $41. In
2002-3, however, unit costs increased to $55 and then $94, as participants left the
program, either after having made a matched withdrawal (a little less than ralf of
participants) or without having made a matched withdrawal.

After the first two years, accumulated costs per participant-month were constant
at about $60 (line o). For comparison, very rough self-reported cost estimates for 14
IDA programs in the American Dream Demonstration were about $70 per partici-
pant-month (Schreiner et al., 2001).

Annual net IDA savings decreased at a greater rate than annual costs (net addi-
tions to IDA savings were barely positive in 2002-3, due to unmatched withdrawals),
so the costs per dollar of net IDA savings increased over 2001-3. For this IDA design
at CAPTC, once start-up costs were diluted, time did not reduce unit costs.
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The average match rate at CAPTC was about 1.5:1. Thus, matched withdrawals
turned each $1 of net savings into $2.50 of asset accumulation ($1 of savings plus
$1.50 in matches). Social cost per $1 of asset accumulation was about $1.82, found
as [$922,473 + ($301,645 x 1.5)] / [$301,645 x (1+1.5)].

Are costs "high” or “low"? The answer ultimately depends on the benefits pro-
duced by |IDAs. Unfortunately, these are still unmeasured. Furthermore, IDAs are still
young, and the possible efficiency of service provision is still unknown.

How do IDAs stack up against other financial- and human-capital programs?
Ng (2001) finds that IDAs cost more per participant than 401(k) plans, perhaps
because current IDA programs have fewer participants to dilute fixed costs. Costs
for IDAs are in the same range as some human-capital programs (such as
Women, Infants, and Children) but are much lower than for other programs (such
as Head Start).

Of course, the costs of IDAs depend on program design and in particular on
the extent of program services. Furthermore, although the cost estimates here
were made with great care, some values cannot be known with certainty and so,
like all such exercises, the estimates rest on a host of imprecise measurements,
heroic assumptions, and back-of-the-envelope guesses. The margin of error is
unknown, and the summary measures of output ignore many aspects of the bun-
dle of services that is an IDA. Finally, these financial-cost estimates do not con-
sider benefits.

Even without knowledge of benefits, rough measures of costs can still be useful.
First, they provide a benchmark for improving future estimates. Second, once bene-
fits are estimated, unit costs are key inputs for financial benefit-cost analysis. Third,
rigorous measurement of costs provides a healthy balance to anecdotes about the
benefits of IDAs. Wise policy choices must consider not only benefits but also costs
(Schreiner and Yaron, 2001; Devarajan, Squire, and Suthiwart-Narueput, 1997).
Fourth, cost estimates set a performance benchmark; all else constant, the same
output for less cost is better. Fifth, the very existence of measures of cost tends to
produce healthy pressures for efficiency (Schreiner, 2003).

The cost estimates in the two predecessors of this paper sparked lively debate in
the IDA field and contributed to a growing desire to develop and test IDA designs
whose cost structures would allow making IDAs available to all people at all times.
Such a permanent and universal IDA policy would—of necessity—be federally fund-
ed and be run by a central asset manager rather than from “high-touch” non-profits.
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Of course, states, localities, and private donors could still fund the targeted, time-
limited, community-based “high-touch™ programs that have been the norm so far,
perhaps to complement the basic policy structure with financial education and other
supports. It is tempting to cut costs by hacking off services from the IDA bundle.
The real challenge, however, is to determine which IDA services matter the most and
then to find efficient ways to provide them. Improvement requires innovation, and
innovation requires incentives. Knowledge of costs tends to create incentives to
innovate by frustrating contentment with the status quo. The rest of this paper pro-
ceeds as follows. The next section describes IDAs, CAPTC, and outputs for IDAs at
CAPTC. The section after that presents estimates of costs. The final section dis-
cusses unit costs along with caveats and implications.

2. IDAs, CAPTC, and outputs

This section describes IDAs, the design of CAPTC'’s IDA program, the character-
istics of participants, and some basic measures of output.

2.1 Individual Development Accounts

IDAs are subsidized savings accounts. Unlike other subsidized savings
accounts such as Individual Retirement Accounts or 401(k) plans, IDAs are target-
ed to the poor, provide subsidies through matches rather than through tax breaks,
and require participants to attend financial education. IDA savings are matched if
used to buy assets that improve long-term well-being, usually home purchase,
post-secondary education, and microenterprise. In principle, accounts can be
opened at birth and can remain open for a lifetime. Match funds may come from
public or private sources, and there are no restrictions on unmatched withdrawals
(except the loss of the match). Thus, IDAs are a flexible policy tool that almost
anyone—the government, employers, or development organizations—can plug
into. Sherraden (1991 and 1988) proposed IDAs as an example of asset-based
development.

To date, most IDA programs have been run out of community non-profits with
a mix of public and private funds. Because of funding constraints, the time frame
for making deposits and matched withdrawals has usually been limited to 2-5
years. Accounts are kept with regulated, insured banks and credit unions. Most
programs require financial-education classes and provide social support and
financial counseling.
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2.2 IDAs at CAPTC

The Community Action Project of Tulsa County is a comprehensive, non-profit
community anti-poverty agency whose mission is to help people in economic need
to achieve self-sufficiency. As part of the American Dream Demonstration, CAPTC
ran one of the first and largest IDA programs. This program featured a social experi-
ment in which qualified applicants were randomly assigned to either a “treatment”
group with access to IDAs or a “control” group without access to IDAs. Data was
collected from both groups for 4 years, and future work will estimate the benefits of
IDAs by comparing outcomes between the two groups. The program started in Octo-
ber 1998, enrolled its first participant in January 1999, and ended in December 2003.

On the whole, IDA participants at CAPTC were poor. To qualify, they had to show
past-month pay stubs and past-year tax returns to prove that they were working and
that their income was less than 150 percent of poverty. (Applicants also had to agree
to participate in the experiment, even if assigned to the control group.) At enroliment,
income for the 471 participants averaged 115 percent of poverty. About 45 percent
had received income-tested public assistance (Figure 2 in Appendix), and 43 percent
had received non-IDA social services from CAPTC or from a partner organization.

On average, participants were disadvantaged in terms of race/ethnicity, gender,
and marital status. About 46 percent were Caucasian, and 43 percent were African
American (Figure 2 in Appendix). In terms of gender, 77 percent were female. About
76 percent of participants were not married, and 51 percent were single mothers.

In terms of education, employment, and bank-account ownership, participants
were relatively advantaged (Figure 3 in Appendix). Ninety-two percent were working
or in school, and 72 percent had attended some college (29 percent had a degree).
Before opening the IDA, 87 percent owned a passbook savings account and/or a
checking account.

Matchable uses of IDAs at CAPTC included home purchase, post-secondary edu-
cation, microenterprise, home repair, and retirement savings. The match rate was 2:1
for home purchase and 1:1 for other uses. At enrolliment, 65 percent of participants
planned to buy a house (Figure 4 in Appendix). The second-most common plan (13
percent) was “rolling over” the IDA plus match into a Roth IRA for retirement savings.

After opening an IDA, participants could deposit up to $750 per year for 3 years.
Thus, maximum matchable savings was $2,250, and maximum asset accumulation
(savings plus match) was $4,500 ($6,750 for home buyers). About 13 percent of par-
ticipants saved the maximum amount, while 52 percent had net IDA savings of less
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than $100. Matched withdrawals were possible from 6-42 months after enroliment.
Among participants with a matched withdrawal as of October 31, 2003, 42 percent
did home repair, 21 percent retirement savings, 19 percent home purchase, 12 per-
cent post-secondary education, and 6 percent microenterprise (Figure 4 in Appendix).

The average participant had net (matchable) IDA savings of $640, corresponding
to asset accumulation (if matched at the average rate of 1.5:1) of $1,600. Partici-
pants made deposits in 7 of 12 months and saved 1.9 percent of their income in
IDAs. CAPTC required 12 hours of general financial education, 4 of them prior to
opening an IDA. Asset-specific education was also required before matched with-
drawals: 5 hours for home purchase, 2 hours of post-secondary education, 16 hours
for microenterprise start-up, and 2 hours for retirement savings.

The IDAs themselves were passbook accounts in the participant's name in the
Bank of Oklahoma. Participants could make unmatched withdrawals at any time.
(CAPTC kept match funds apart, disbursing matches directly to vendors.) The bank
paid interest on IDA balances and waived minimum-balance requirements as wall as
its standard fees for low-balance passbook accounts. The bank mailed qua-terly
statements to participants, and CAPTC mailed monthly statements that showed not
only the IDA balance but also the corresponding match. If a participant went a
month without making a deposit, CAPTC staff made “prodding” phone calls.

For this IDA design and these participants at CAPTC, Figure 1 (lines a-c) shows
three measures of output: enroliments, participant-months, and net IDA savings. An
enrollment is when an applicant completes the requirements to participate and
opens an IDA. There were 471 enroliments: 261 in 1999, 208 in 2000, and 2 in 2001.

A participant-month is a calendar month in which an IDA is open. For example,
enrolling in January 1999 and closing the IDA in June 2000 implies 18 participant-
months. The number of participant-months at CAPTC was 1,583 in 1999, peaked at
5,091 in 2000, and then decreased over 2001-3 from 4,435 to 3,020 to 1,084,

Net IDA savings are matchable dollars in an IDA or already-matched dollars from
an IDA. That is, net IDA savings have been matched or could be matched. Net addi-
tions to net IDA savings were $52,061 in 1999, peaked at $145,910 in 2000 and
decreased to $97,443 in 2001. In 2002--3, additions to net IDA savings were barely
positive ($28,934 in 2002 and -$22,704 in 2003), due both to unmatched with-
drawals as the program wound down and to the fall-off in the number of participants
eligible to make matchable deposits in this period. All told, the average participant
had net IDA savings of $640, or about $20 per participant-month. The next section
presents estimates of the cost of producing these outputs.
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3. Cost estimates

This section discusses some the challenges of the cost-measurement exercise
and then presents the cost estimates.

3.1 Cost measurement at CAPTC

In broad terms, the cost exercise identified resources that were used up and then
valued those resources. CAPTC accountants and IDA staff identified and valued
cash expenses. Staff also identified in-kind and in-time donations, and the donors
valued their contributions in financial terms. This is all straightforward (albeit subject
to some judgment in valuation). The main challenges were to look at costs from an
appropriate point of view and to make the cost estimates representative of a typical
“high-touch” IDA program run by a community-based non-profit.

3.1.1 Social costs

The overall evaluation of the American Dream Demonstration—of which this
financial-cost analysis is but one part—considers the points of view of seven
groups of stakeholders: IDA participants, non-participants, the federal government,
state and local government, the employees of IDA programs, private donors, and
society as a whole (Schreiner, 2000b). For an evaluation, the most important point
of view is that of society as a whole. The narrower points of view matter only inas-
much as all stakeholders—if they are to do their part—must receive benefits that
exceed their costs.

Some stakeholders may not care about social costs (Sherraden, 2000). For
example, if IDA participants’ benefits exceed their costs, then they may not mind if
IDAs are a net drag on overall social development. Likewise, if IDAs have no fiscal
cost, then the government may not mind if IDA programs divert private donations
away from, say, food pantries or homeless shelters.

The role of the evaluator, however, is to take the point of view of society, because
no one else will (Schreiner, 2003). IDA participants can be trusted to do their own
benefit-cost analysis and to participate only as long as their expected benefits
exceed their expected costs. Likewise, the government can look out for itself. But
for a social decision such as IDA policy, an evaluator must check whether net bene-
fits for some groups are enough to compensate for net costs for other groups.
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While this cost exercise focuses on costs to society, specific groups can derive
narrower measures from Figures 5-7. The focus on social costs has several implica-
tions. For example, matches are a wash for society, as costs to donors are exactly
offset by benefits to participants. Also, contributions from private donors are count-
ed as part of social cost, although what share is counted as diverted from other
“good causes” is still a judgment call.

3.1.2 Representativeness

Estimates derived from cash and non-cash costs identified and valued by CAPTC
and donors are good approximations of the true costs of IDAs at CAPTC; they have
high “internal validity” (Orr, 1999). CAPTC'’s IDA program, however, was not a typical
“high-touch” program run by a community-based non-profit. Thus, its low “external
validity” could limit the relevance of the cost estimates for other programs.

For example, CAPTC was atypical in that it provided matches for retirement sav-
ings. Also, because CAPTC ran an earlier IDA program, the “younger sister” exam-
ined here did not have to start from scratch (decreasing costs) but faced a diluted
pool of applicants (increasing costs). Furthermore, the program had many more par-
ticipants (471) than most current IDA programs. Because CAPTC was one of the first
and largest IDA programs, its staff were often called on to present at conferences,
provide informal technical assistance to newer programs, and to support state and
federal policy work. As pioneers, they could learn only from their own mistakes.

Most importantly, the program’s experimental design—an atypical feature existing
solely for purposes of evaluation—increased costs. Recruitment costs were at least
twice as high, as only half of qualified applicants were assigned to the treatment
group. The prospect of being assigned to the control group deterred some unknown
number of potential applicants, further increasing recruitment costs. Explaining the
experiment one-on-one to potential applicants also required a Iot of staff time. Staff
also had to collaborate with researchers during the design phase, and later they had
to respond to requests for evaluation data. Finally, CAPTC knew the importarice of
the experiment for future IDA policy, and it responded by providing a very “high-
touch” design. For example, staff called treatment-group members who had not
opened an IDA to press them to do so. Staff also mailed monthly deposit-reminder
cards to all participants, and they made phone calls to check up on participants who
went a month without making a deposit. Because staff wanted the experiment to
show that IDAs work, they went the extra mile to help participants save successfully.
Of course, this led to atypically high costs as well as atypically high outputs.
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These factors have an ambiguous effect on unit costs relative to a “typical” pro-
gram. To improve “external validity” and relevance, this exercise has attempted to
measure costs as they would have been, had the CAPTC IDA program been typical. In
particular, extraordinary recruitment costs were removed, along with most other costs
obviously due to the experimental evaluation. Costs due to pioneering policy work and
associated with the extraordinarily “high-touch” service, however, could not be
removed. Further details are available on request and in Schreiner (2002a and 2000a).

No cost estimate is exact. The estimates here—while admittedly coarse—are
accurate to an order of magnitude and are, in any case, far better than the (often
implicit) assumption that costs are zero. In the end, what matters is not that esti-
mates are perfect and incontrovertible—they never can be—but rather that the
measurements, assumptions, and judgments that support them are explicit and
therefore subject to critique and improvement (Schreiner, Ng, and Sherraden, 2003;
Schreiner, 2002b).

3.2 Assumptions

The cost estimates below use several simplifying assumptions. First, the time
value of money was ignored. This is mostly harmless, as the time frame was short,
inflation was low, and most costs and outputs took place in the first few years. Sec-
ond, unused funds were assumed to be returned to their donors. Third, donor’s trans-
action costs in providing funds (and CAPTC's costs in securing funds) were assumed
nil. Fourth, the opportunity cost of participants’ time in financial-education classes
and in other IDA-related activities was ignored. Fifth, the opportunity cost to partici-
pants of saving—tying up resources in passbook accounts, rather than consuming
them or investing them elsewhere—was ignored. Sixth, all donations—whether from
public or private sources and whether in-cash, in-kind, or in-time—were assumed to
be shifted from some other socially valuable use and thus to carry opportunity costs.

3.3 Cost estimates

This section presents estimates of cash and non-cash costs by source.

Private entities that bore costs for CAPTC's IDA program (Figure 5 in Appendix)
included the Corporation for Enterprise Development (CFED, which handled funds
from the private foundations who funded the American Dream Demonstration); the
Bank of Oklahoma (BOKk) and its philanthropic arm, the Kaiser Foundation; the Zarrow
Foundation; CAPTC itself; individual VISTA volunteers; the IDA program’s volunteer
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advisory board; and other private individuals and businesses. Overall, these private
sources bore costs of almost exactly $300,000, 57 percent of it in cash. Most non-
cash costs were for recruitment advertising and for waived account fees.

The tfederal government bore costs (Figure 6 in Appendix) through Commiunity
Service Block Grants (CSBG), Community Development Block Grants (CDBG), the
Affordable Housing Program (AHP) of the Federal Home Loan Bank of Topeka, the
Fannie Mae Foundation, the VISTA program, and public-service advertisements. The
federal government covered costs of about $612,000 (94 percent of it in cash),
mostly for operating expenses through CSBG and CDBG. State and local govern-
ments contributed $11,000 toward non-cash costs (Figure 7 in Appendix) through a
few classes taught by the Oklahoma State Extension Service, some help with appli-
cant in-take by the Tulsa Department of Urban Development, and some grant report-
ing by the Tulsa Housing Authority. Overall, costs were about $322,000 (excluding
the $387,000 in matches). The federal government covered about two-thirds of
these costs, private entities covered one-third, and state and local governments
covered 1 percent. About 81 percent were cash costs, and 19 percent were non-
cash costs. About three-fourths of cash costs were for staff salaries, rent, and over-
head at CAPTC. This reflects not only CAPTC's “high-touch” approach but also that
IDA programs produce social services and so most costs are for labor. The largest
class of non-cash costs was waived bank-account fees ($5 per participant-month).

4. Unit costs and discussion

This section uses the outputs and costs just presented to estimate costs per unit
of output. It concludes with a discussion of caveats and of implications for IDA policy.

4.1 Unit costs

From 1998 to 2003, output produced by CAPTC's IDA program could be sean as
471 participants, 15,213 participant-months, and/or $301,645 of net IDA savings
(Figure 1, lines d-f). Excluding $377,947 in matches (line j), cumulative operating
costs (line i) were $922,473. The estimates of unit costs are then (lines n—p):

$1,959 per participant
$61 per participant-month
$3.06 per $1 of net IDA savings
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Costs per participant rose through time, but this is natural because costs contin-
ued to accumulate even after all participants had enrolled. Costs per participant-
month fell in the first three years of the program but then rose in the last three years,
and costs per dollar of net IDA savings followed the same pattern. This may suggest
that there are economies of size in IDA programs, as costs were lowest in the years
with the most participant-months. Or it may suggest that costs were concentrated at
the start in recruitment and then at the end of the program as staff managed
matched withdrawals.

The average match rate at CAPTC was 1.5:1. Each $1.00 of net IDA savings pro-
duced $2.50 of asset accumulation. For each $2.50 of asset accumulation, there
were $3.06 of operational costs and $1.50 of matches. Thus, when counting match-
es, each dollar of asset accumulation had a cost of about $1.80.

4.2 Discussion

What do these estimates of unit costs mean for IDA policy? While it is easier to
measure costs than to make policy choices, policy choices are easier with cost
measures in hand. The discussion below considers caveats to the exercise, possible
political risks of cost measurement, how IDAs differ from traditional cash assistance,
and some final speculations on the future of IDA policy.

4.2.1 Caveats to cost estimates

The cost exercise took care to count all costs (and only those costs) typical in
the current incarnation of IDA programs. Like any such exercise, it mistakenly
includes some costs and omits others. The direction of bias, however, is unclear, so
the estimates could be too high or too low. While the exact margin of error is
unknown, eliminating all bias probably would not change the orders of magnitude. It
appears that in their current form as “high-touch”, targeted, time-limited programs
run from community-based non-profits, IDAs are costly.

Some specific caveats are noted here. First, this exercise looks at only a single
IDA program, so the results may be purely idiosyncratic and thus void of general les-
sons. Second, costs are likely to fall with time, both for a given IDA program and for
the IDA field as a whole, as programs learn what works, as programs grow and reap
economies of size, and as IDA infrastructure develops. In general, IDAs aim for
development of the highest sort—to improve people’s ability to do and to be what
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they have reason to want—and such development takes time and is often inclirect
and diffuse. In this sense, many costs have already been incurred, and most of the
benefits are yet to come. Third, it was not possible to completely remove the costs
incurred due to CAPTC's pioneering policy work and its extraordinary level of “high-
touch” service. Likewise, some one-time “start-up” costs that would not have been
incurred by a “typical” IDA program may not have been excluded. Fourth, it is
unusual to count the opportunity cost of the time of volunteers. Many cost studies
do not count non-cash costs at all. Fifth, the transaction costs for funders and
CAPTC in providing and securing funds were ignored, as were all transaction costs
for participants. Sixth, the costs of IDAs should be compared with the costs of alter-
natives. But cost estimates for alternatives usually do not exist, and even when they
do, comparisons still hinge on subjective judgments, as few other things are held
constant (Ng, 2001).

Perhaps the key caveat is that costs are best considered in the context of bene-
fits. Unfortunately, estimates of benefits are not yet available. Even when they are,
the value of many benefits—such as increased home ownership or greater involve-
ment in children’s education—will be difficult to monetize. In the end, policy makers

must compare apples with oranges, but knowing their costs improves the chances
of making wise choices.

4.2.2 Risks of cost measurement

In political terms, cost estimates may handicap IDAs vis-a-vis alternatives for
whom costs have not been measured. Pritchett (2002) argues that, for policy pur-
poses, “it pays to be ignorant”; when costs are left unmeasured, advocates (or
opponents) can safely make whatever claims they find convenient. The same princi-
ple holds for measuring benefits. For example, Orr (1999, p. 257) quotes Rossi
(1987) as saying that “when evaluated, the expected value of the effect of a social
program is zero".

A related issue is that it is easier to quantify costs—at least the costs of
service provision—than to quantify benefits. Thus, costs may seem more
“real” and thus carry disproportionate weight in debates. Thus, while not
measuring costs can be a stratagem to perpetuate inefficient services that
benefit favored groups, measuring costs can also be misused to replace high-
cost (but high-benefit) services with low-cost (but low-benefit) services (Tolley
and Rowland, 1995).
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If the emperor’s clothes look expensive, the proper response is not to avert the
eyes but rather to describe costs and benefits as well as possible, to explain how to
use the information, and to hope that explicitness, measurement, and the society-
wide point of view wins out over implicitness, anecdotes, and special-interest
groups. The on-going evaluation of IDAs has tried to take the high ground. If, in the
policy arena, bad arguments drive out good arguments, then evaluation serves only
to add a pseudo-scientific veneer to points that advocates (or opponents) already
think they know.

4.2.3 IDAs and traditional cash assistance

To accumulate $50 in assets in a month through IDAs at CAPTC, participants
saved $20, funders provided $30 in matches, and CAPTC incurred $60 of operat-
ing costs. Would it be better just to send people who would have participated a
monthly check for $90 or so? For several reasons, asset accumulation through
IDAs is not directly comparable with traditional cash assistance for immediate
consumption.

Most fundamentally, IDAs were never meant to substitute for traditional cash
assistance (Sherraden, 1991). Hungry people cannot and should not save. Instead,
IDAs were meant to provide access to a positive development policy in the gap
between very poor people who need relief and middle- and upper-class people who
benefit from existing asset-development policies. In this sense, IDAs differ from tra-
ditional cash assistance in several ways.

First, IDAs require participants to save. Thus, IDAs are self targeted to those peo-
ple who are willing and able to sacrifice today for a better tomorrow. Cash transfers
do not have this same type of targeting.

Second, IDAs put time between making deposits and receiving matches, and this
time may prompt participants to “savor their savings” and to think about how best to
use their expected asset accumulation. IDA participants may think about their
resources in ways that the recipients of cash transfers do not, and this may lead to
non-economic changes in patterns of thought and behavior (Schreiner et al., 2001).

Third, IDAs attempt to restrict matches to the purchase of assets that generally
improve long-term individual and social well-being. In fact, it might be said that
IDAs attempt to transfer not cash but rather homes, human capital, and microen-
terprises.
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Fourth, IDAs are coupled with financial education that attempts to transfer
knowledge and world views conducive to long-term wealth and well-being.

Fifth and finally, counseling and encouragement from IDA staff may boost saving
{(Moore et al., 2001).

In short, IDAs are more than just matched savings accounts; they are a bundle of
services and institutional structures designed to make it easier for the poor to save
and build assets. In a way, they seek not only to create savings but also savers
(Sherraden, 2000). Thus, IDAs are not directly comparable with cash transfers.

4.2.4 Costs and the future of IDA policy

Over 4 years, this cost exercise has encouraged the IDA field to step back and
take stock: If these unit-cost estimates are in the ballpark, what should be dore? In
broad terms, the responses have involved:

* Identifying benefits beyond saving and asset accumulation:
= Benefits from financial education and counseling
= Benefits through time
= Benefits to household members and even to local communities
Improving the quality of IDA services (e.g., financial education) to increase benefits
Finding innovative ways to reduce costs

The experiment at CAPTC intends to improve knowledge of benefits, but its
results are not yet in. In the meantime, the focus is on improving service quality
and/or reducing costs. This has two parts, promoting innovation and getting staff to
work longer and/or harder. Assuming that staff members already do their best, the
only option left is to innovate, doing more with less by doing things differantly.
Unfortunately, innovation does not happen by decree. IDA programs must have a
reason to invest effort and to take risks to try something new. For businesses, the
reason is competition. Often for non-profits, the reason is crisis. In this sense, cost
estimates help create healthy pressure for innovation.

Qualitative research at CAPTC suggests that participants place a high value on
the "high-touch” approach (Sherraden et al., 2003). At the same time, such labor-
intensive services are costly. Thus, a key challenge is to identify which services mat-
ter most and then to find ways to provide them efficiently.

Unlike traditional cash assistance (a check in the mail to enable greater con-
sumption), IDAs are a bundle of services, constraints, and opportunities meant to
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help poor people to save and build assets. The bundle includes access not only
to matches and a structured institutional saving environment but also to financial
education, staff support, and financial counseling. For some participants, access
to a fee-free passbook account may draw them into the formal financial system,
and having a bank account—even with just a $500 balance—can have large
financial and psychological effects (Caskey, 2002). For others, classes on budget-
ing, investment, and debt can expose them to new ways to come up with
resources to save. For still others, the match makes it worthwhile to expend the
extreme effort required to save from their meager resources. Because IDAs are
bundles, it is difficult to know which—if any—elements could be trimmed. Thus,
there is room for innovation to discover how each part of the bundle works and
how they all work together.

Even if the unit-cost estimates in this paper have marked upward biases, and
even if unprecedented cost-saving innovations are developed, the “high-touch” IDA
design will remain costly. Sherraden (2000, p. 7) writes, “With experience and effi-
ciencies, this figure ($3 per $1 of net IDA savings) might eventually be reduced to $2
or even $1 for each dollar of savings. However, it is most unlikely that costs for
intensive, community-based IDA programs can be reduced to, say, 10 cents for
each dollar of net savings."” Even if benefits do turn out to exceed these costs, fun-
ders—and in particular, the federal government, the only entity with deep enough
pockets to support a permanent, universal IDA policy—might have difficulty sup-
porting IDAs with the current bundle of services and decentralized structure. Sher-
raden (2000, p. B) writes that “it seems likely that if IDAs . . . are someday to reach
millions or tens of millions of people, (they) will operate as a large, simple, minimum-
cost system. This system of progressive savings accounts would likely be defined in
federal law with public financing, and operated from mutual-fund or other financial-
service companies.”

The tension between intensive services and the types of cost structures that
can reach millions of people may lead to two tiers of IDA designs (Sherraden,
2000). The first tier would be run by centralized asset managers and would feature
broad, permanent access, simple services, sustainable federal funding, and lower
costs. This “bare-bones” design would reach more participants with lower costs
per participant, but it would also have lower benefits per participant per year. It
might plug into existing 529 College Savings Accounts (Clancy, Orszag, and Sher-
raden, 2004). If low costs make the “bare-bones” design more sustainable through
time than the “high-touch™ design, then it may increase long-term benefits per par-
ticipant (Schreiner, 2002c).
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The second tier would be run from community-based non-profits and would
resemble the current “high-touch” design at CAPTC. It would feature targeted,
time-limited, intensive services, and it would be supported by short-term fund-
ing from state, local, or private sources. This “high-touch” design would reach
fewer participants and have higher costs per participant. It would also have
higher benefits per participant per year, and it would reach poorer people. The
"high-touch” design could complement the “bare-bones” design by providing
financial education and other supports. As Sherraden (2000) points out, such a
two-tier asset-building policy has a precedent in the promotion of low-income
home ownership.




M. SCHREINER - PROGRAM COSTS FOR IDAs

References

Ackerman, Bruce: and Anne Alstott, (1999) The Stakeholder Society, New Haven: Yale University Press,
ISBN 0-300-07826-9

Bush, George W. (2000) “New Prosperity Initiative”, speech in Cleveland, OH, April 11.

Caskey, Jahn P. (2002) “Bringing Unbanked Households into the Banking System”, Capital Xchange,
Center on Urban and Metropolitan Policy, The Brookings Institution, http://www. brookings.edu/es/urban/Cap-
italXchange/caskey pdf

Clancy, Margaret; Orszag, Peter; and Michael Sherraden, (2004) "State College Savings Plans: A Plat-
form for Inclusive Policy?" Center for Social Development, Washington University in Saint Louis, http://gwb-
web wustledu/csd/.

Conley, Dalton. (1999) Being Biack, Living in the Red: Race, Weaith. and Social Policy in America, Berke-
ley: University of Califormia Press, ISBN 0-520-21672-5.

Devarajan, Shantayanan, Squire, Lyn; and Sethaput Suthiwart-Narueput, (1897) “Beyond Rate of Returm:
Rearienting Project Appraisal”, World Bank Research Observer, Vol. 12, No. 1, pp. 35486,

Edwards, Karen. and Lisa Marie Mason. (2003} “State Policy Trends for Individual Development
Accounts in the United States: 1993-2003", Social Development Issues, Vol. 25, No. 1-2, pp. 118-129.

Friedman, Robert (1988) The Safety Net as Ladder: Transfer Payments and Economic Development,
Washington, D.C., Council of State Policy and Planning Agencies, ISBN 0-934842-42-6.

Haveman, Robert. (1988) Starting Even: An Equal Opportunity Program to Cambat the Nation's New
Paverty, New York: Simon and Schuster, ISBN 0-671-66762-9.

HM Treasury, (2003) “Detailed Proposals for the Child Trust Fund". http://www.hm-
treasury.gov. uk/media/C7914/child_trust_fund_proposals 284.pdf.

Howard, Ghristopher. (1997) The Hidden Welfare State: Tax Expenditures and Social Policy in the United
States, Princeton: Princeton University Press, ISBN 0-691-02646-7

Kempson, Elaine: McKay, Stephen; and Sharon Collard. (2003) “Evaluation of the CFLI and Saving
Gateway Pilot  Projects”, Personal Finance Research Centre, University ot  Bristol,
http:fwww. gy bris.ac.uk/research/ pfre/publications/SG_report_Oct03.pdf

Kessler, Glenn. (2000) “Gore to Detail Retirement Savings Plan”, Washington Post, June 18, p. AD1

Moore, Amanda; Beverly, Sondra; Schreiner, Mark; Sherraden, Michael: Lombe, Margaret; Cho, Estner
YN Johnson, Lissa: and Rebecca Vonderlack. (2001) “Saving, IDA Prograims, and Effects of IDAs: A Survey
of Participants”, Research Report, Center for Social Development, Washington University in Saint Louis,
http;/fawbweb. wustl.edu/csd/.

263



SAVINGS AND DEVELOPMENT

NO. 3 - 2006 - XXX

APPENDIX

Figure 1: Outputs, costs, and costs per unit of output

Line Quantity Formula 1998 1999
Annual output

a Enroliments Data 0 261

b Participant-months Data o 1.583

c Net IDA savings Data 0 52.081
Cumulative outputs

d Enroliments dit-1)+a 0 261

e Participant-months eft-1)+b 0 1.583

f MNet IDA savings fit-1)+c 0 52.061
Annual costs

g Operations Bau 53,104 135420

h Matches Data 0 7.642
Cumulative costs

i Operations ift-1)+g 53,104 188524

] Matches jit-1)+h 0 7642
Annual unit costs

k Enroliments g/a NA 519

I Participant-months g'b NA 86

m Net IDA savings g/c NA 260
Cumulative unit costs

n Enroliments v'd NA 722

0 Participant-months Ve MNA 119
Net IDA savings i/t NA, 3.62

Source: Data from CAPTC and calculations of the author

2000

208
5,001
145910

4649
6,674
197.971

283,666

B65.757

472101
73,3949

1.364
56
164

1.007

2.39

2001

4,435
97.443

471
11,109
295,414

180,562
110.052

B52.752

183,45

0
3,020
28,934

471
14,129
324,348

167,603
94 550

B20.356
278.001

NA
55
6

1,742
58
2.53

2003

0]
1.084
(22.704)

41
15.213
301,645

102,117
99 946

1.859
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Figure 2: Demographic characteristics of IDA participants at CAPTC

Characteristic Percentage
Receipt of income-test public assistance

No 55

Yes 45

Receipt of non-IDA social services from CAPTC or partner

No 57
Yes 43
Race/ethnicity

Caucaslan 46
Afrncan Amerncan 43
Native American 6
Hispanic 2

Other 2

Asian American 1

Gender

Male 23
Female i
Marital status

Mamed 24
Never-mamed 42
Divorced or separated N
Widowed 3

Single motherhood

No 49
Yes 51

Spurce: Data from CAPTC and calculations of the author
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Figure 3: Employment status, education status, and bank-account ownership for IDA
participants at CAPTC

Characteristic Percentage
Employment status

Full-time 65
Part-time 18
Student 9
Unemployed

Nat warking 1

Education status

Did not complete high school g
Completed high school or GED 19
Attended college 43
2-year college degree 15
4-year college degree or more 14

Bank-account ownership

Passbook only 13
Checkbook only 29
Both passbook and checkbook 46
Neither passbook nor checkbook 13

Source; Data from CAPTC and calculations of the author.
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Figure 4: Distribution of planned and actual uses of matched withdrawals among
IDA participants at CAPTC

Use of matched withdrawal ~ Planned (%) Actual (%)
Home purchase 65 19

Retirement savings 13 21
Home repair 1 42
Post-secondary education 7 12

5 6

Microenterprise

Source: Data from CAPTC and calculations of the author
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Figure 5: Cash and non-cash costs funded by private sources

Line Donor Form Formula 1998 1999 2000 2001 2002 2003
Ba CFED Cash Data 0 14,156 57,706 37,652 21,383 41381
Bb MNon-cash Data o] 0 0 0 0 1}
Be Total Ba+Bb 0 14,156 57,706 37,652 21383 41,381
Bd BOk/Kaiser Cash Data 0 1] (416) 0 0 0
Be Mon-cash Data B,7686 10,683 27,185 24100 17025 7345
Bf Total Bd+Be B,766 10,683 26,769 24,100 17,025 7345
Bg Zarrow Cash Data 0 0 (797} 0 0 o
Bh MNon-cash Data 0 1] 0 0 0 0
Bi Total Bg+Bh 0 0 o 0 0
B) CAPTC Cash Data 0 0 1] 0 0 0
Bk MNon-cash Data 1.280 2,945 3.758 465 0 1]
Bl Total Bj+Bk 1,280 2,945 3,758 465 0 0
Bm VISTAs Non-cash Data 224 B17 3,285 0 0 1]
Bn  Adwvisory board Non-cash Data 735 1,475 400 ] 0 0
Bo Other private  Non-cash Data 7.794 BS525 1.654 393 265 0
Bp Total private Cash Ba+Bd+Bg+Bj 0 14,156 56,493 37652 21,383 41381
Bg Non-cash Bb+Be+Bh+Bk+

Bm-+Bn+Ba 18,798 24,246 36,282 24958 17290 7345
Br Total Bp+Bq 18,798 38,401 92,775 62,610 38,673 48,726

Source: Data from CAPTC and calculations of the author
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Figure 6: Cash and non-cash costs funded by the federal government

Line Donor Form Formula 1998 1999 2000 2001 2002 2003 .
Bs CSBG Cash Data 12,309 31,769 73,618 97372 50891 7,165
Bt Mon-cash Data 0 0 0 0 0 1]
Bu Total Bs+Bt 12,309 31,769 73,618 97372 50891 7,165
Bv CDBG Cash Data 10,235 44,585 54,890 19,753 77.683 46,066
Bw Non-cash Data 0 0 0 0 0 0
Bx Total Bv+Bw 10,235 44,585 54890 19,753 77,683 46,066
By AHP Cash Data 0 0 3,463 o 0 0
Bz Non-cash Data 0 0 0 D 0 0
Baa Total By+Bz 0 0 3483 0 Q0 0
Bab Fannie Mae Cash Data 0 0 22265 0 0 0
Bac Non-cash Data 0 0 0 0 0 0
Bad Total Bab+Bac 0 0 22265 0 0 0
Bae VISTA Cash Data 1,217 3,360 17,882 0 0 0
Baf Public-service ads Non-cash Data B8.942 10410 17,882 0 0 0

Total federal government

Bag Cash Bs+Bv+By+

Bab+Bae 23,760 79,714 172117 117,126 128,574 53,232
Bah Non-cash Bt+Bw+Bz+

Bac+Baf 8942 10410 17,882 0 0 0
Bai Total Bag+Bah 32,703 90,123 189,998 117,126 128,574 53,232

Source: Datn from CAPTC and calculations of the author
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Figure 7: Cash and non-cash costs funded by state and local governments, and total

cash and non-cash costs funded by all sources

Bam OSU Extension Non-cash Data 1510 6,040 733 667 196 0

Ban Urban. Dev Non-cash Data 94 375 0 0 0 0

Bao Tulsa Housing Auth. Non-cash Data 0 480 160 160 160 160
Total state and local government 0 0 ] 0 0 0

Bap Cash Baj

Bag Non-cash Bak+Bam+Ban+Bao 1,604 6,895 893 B27 356 160

Bar 6,895 893 827 356 160

Bas
Bat
Bau

Total Bap+Bag 1,604

Total cost (private, federal, state, local)

Cash Bp+Bag+Bap 23,760
MNon-cash Bg+Bah+Bag 29,344

93,870 228,610
41,550 55.056

Source: Data from CAPTC and calculations of the author.

154,778 149,957 94 612

25784

17646 7.505

Total Bas+Bat 53,104 135420 283,666 180,562 167 603 102117
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Abstract

What does it cost a non-profit community organization to run a “high-touch” pro-
gram for Individual Development Accounts (IDAs)? This paper presents final unit-
cost estimates (updating Schreiner 2002a and 2000a) for the Community Action Pro-
Jject of Tulsa County. A participant-month of IDA services had program costs of about
861 (excluding matches). With net monthly IDA savings of about $20 per participant,
81 saved in an IDA cost about $3. Benefits were not measured, so it is not known
whether they exceed costs. In any case, knowledge of costs helps inform IDA policy:
While not precluding complementary “high-touch”, targeted, time-limited, communi-
ty-based IDA programs with state, local, or private funding to provide financial edu-
cation and other supports, it seems likely that an inclusive, permanent IDA program
would require a high-tech, “low-touch” basic design run by low-cost asset managers
with federal funding.

LOS COSTOS DE UN PROGRAMA DE CUENTAS DE AHORRO BONIFICADO

¢£Que cuesta una organizacién sin fines de lucro administrar un programa de
Cuentas de Ahorro Bonificado (CABs) con mucho servicio personalizado? Este
documento presenta costos estimados por unidad de un proyecto de CABs en
Tulsa, Oklahoma, actualizando la informacion en Schreiner 2002a and 2000a. Pro-
veer CABs por un mes a un participante costc mas o menos 361 (sin contar la
bonificacion). Dado que el participante tipico en un mes promedio tuvo ahorros
netos en su CAB de mas o menos $20, ahorrar $1 en un CAB costé aproximada-
mente 83. No se intenté medir los beneficios de los CABs, por lo tanto no se sabe
si los beneficios excedieron los costos. En todos casos, el conocimiento de costos
mejora la formulacion de la politica de CABs. En el futuro, es posible que haya
algunas programas de corto plazo, con mucho servicio personalizado, apuntado a
los mas pobres, y organizado por organizaciones sin fines de lucro financiados por
el estado, la localidad, o de un donante privado dispuesto a sufragar los gastos de
proveer capacitacion financiera y otras formas de apoyo personalizado. Sin
embargo, es mas probable que una politica de CABs permanente y que incluye
todo el mundo requeriria un diserio basico sin muchos servicios personalizados,
aprovechando de la alta tecnologia para reducir costos, y organizado por empre-
sas profesionales de fondos de inversion, con las bonificaciones financiadas por el
gobierno federal.
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LES COUTS D’'UN PROGRAMME DE COMPTES DE DEVELOPPEMENT INDIVIDUEL

Qu'est ce que il colité a une organisation sans but lucrative courir un programme
du Comptes de Développement Individuel (CDIs) avec beaucoup de service person-
nalisé ? Cet article présente des évaluations d’unité-colt pour un projet de Tulsa,
Oklahoma, mettant a jour Schreiner 2002a et 2000a. Un participante-mois de service
de CDlIs a des colts de programme environ de $61 (& I'exclusion des subventions).
Avec I'épargne mensuelle nette d'CDI environ de $20 par participant, $1 économisé
dans un IDA a un cout d'environ $3. Des avantages n'ont pas été mesurés, ainsi il
n’est pas su s'ils excédent des colits. De toute fagon, la connaissance des couts
informent la politique d'CBI. Dans le futur, il y avrait des programmes avec beaucoup
de service personnalisé, vise aux trés pauvres, du temps-limité, financies por |'état
locale, ou un donante particulier. Cependant, si les CBis vont etre des programmes
permanent san excluir personne, il semble plus probable que seront de peu services
y mis en place pour des gestionares des actifs privés, avec financiamment du Jou-
vernment féderal.




