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Translated from English to Chinese by Baorong Guo, Jin Huang, and Li Zou.
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Child Development Accounts (CDAs) and
Asset-building Policies

The SEED for Oklahoma Kids Experiment
(SEED OK)

CDA Effects on Asset Holding

CDA Effects on Parental Well-being and
Child Development

Policy Implications: Asset Building for Child
Development in China

« Globally, more “social policy” is delivered via asset-building.

* The most striking example is Singapore’s Central Provident
Fund (CPF), the most extensive asset-based social policy.
Using individual accounts, CPF has provisions for retirement
security, home ownership, medical care, education,
insurances, and other social and economic purposes.

* In the United States the major asset-based policies are for
home ownership and retirement savings. Other innovations
have appeared in college savings plans, health savings
plans, and other areas.

Individual accounts in the Social Security
program

Chinese version of 401K plan
Housing Provident Fund

Rural Social Security program
The Hutubi model in XinJiang

» Special asset-building accounts for children

» For homes, education, businesses, or other development
purposes

» Savings subsidized for the poor (e.g., matching)

« Can be multiple sources of deposits; Saving behavior
matters for CDAs, but this is not the primary focus

¢ With financial education

« Ideally, CDAs are lifelong (begin at birth), universal
(available to all), progressive (greater subsides for the
poorest children), and restricted

for policy concept, see Sherraden, 1991

Singapore’s Baby Bonus and CDAs
United Kingdom’s Child Trust Fund

Korea’s Child Development Accounts

YouthSave demonstration in developing countries

for CDA policy review, see Loke & Sherraden, International Journal of
Social Welfare, 2009
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“Baby Bonus”: S$4,000 each for first and second children, and
S$6,000 each for third and fourth children

Additional matched saving into Child Development Account:
One-to-one match on as much as S$18,000

Edusave Account for children ages 6 to 16: S$4,000 for
enrichment (tutoring, lessons, etc.)

Post-Secondary Education Account ages 7 to 20: One-to-one
match on as much as S$12,000

... Theme is human capital development from early in life

Proposed by Tony Blair in 2001, established 2005 (CSD
advised extensively)

Universal and progressive accounts at birth
Funds restricted until age 18, then no restrictions on use
Worked well over first five years

But coalition government suspended payments to CTF in
2010—budget cutting agenda

» CDAs targeting lower half of income distribution, began in
2007

« Matched savings, one-to-one, to be used for education

* Began with all child welfare population, now working very
well (using private sector donors)

« Conservative government kept policy, but postponed
further expansion of CDAs. . .

CSD now in major project to test savings accounts for low-
income youth, funded by MasterCard Foundation

In Colombia, Ghana, Kenya, and Nepal

Partners are Save the Children, CGAP, and New America
Foundation

Multi-method, long-term research

Includes a long-term experiment in Ghana (N=6000)

.

High risk population, including likely HIV infection later
Aiming for US$600 for secondary schooling

Savings of $200 matched with $400

Pilot successful

Evidence of positive impact on staying in school and HIV
prevention attitudes

Now a larger project funded by US National Institutes of
Health

.

Ssewamala et al., American Journal of Public Health, 2010

Every Maine resident child was eligible to receive a
$500 grant in a Next Gen 529 if parents opened an
account in the child’s first year

for 2008-2013 was approximately 40%

Those families who enrolled infants were more
financially sophisticated than those who did not enroll

Huang, Beverly, Clancy, Lassar, & Sherraden, Journal of Policy
Practice 2011
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 $500 grant automatically deposited into omnibus 529
account for 100% of resident newborns

e Quarterly Summaries, including 529 balances and
age-appropriate tips and activities, sent to all parents

« Information about opening and saving in NextGen 529
account sent to all parents when child is about one

 Parents view college savings balances—family
contributions and College Challenge grant—on one
quarterly NextGen 529 statement

Clancy & Sherraden, 2014

Research Design and Early Results

SEED K

SEED for Oklahoma Kids

BIaR

See Testing universal college savings accounts at birth: Early research
from SEED for Oklahoma Kids, Beverly, Clancy, & Sherraden, 2014

Policy and research initiative designed to test the
idea of universal, progressive accounts, lifelong
asset building

SEED OK tests whether CDAs promote asset
accumulation and improve attitudes and
behaviors of parents and children

Research is multi-method: Experiment, Account
Monitoring, and In-depth Interviews

Oklahoma selected for the SEED OK experiment
through competitive process

* An experiment, begun in 2007, with random
sample of newborns from a statewide population

« Random assignment to treatment group (n=1,358)
and control group (n=1,346)

¢ Oversamples of African Americans, Latinos, and
American Indians

¢ First universal model of CDAs in the United States
« Rigorous study design to determine impact

« Integrated into an existing policy—the Oklahoma
College Savings Plan, or OK 529

Automatically opened state-owned OK 529 with $1,000
initial deposit for newborns

Educational materials about SEED OK, saving for
college, and OK 529 accounts

Time-limited $100 incentive to open an OK 529 account
Savings match for income-eligible treatments on their
deposits of up to $250 per year (2008-11)

Mothers in control group did not receive the SEED OK
CDA (account, incentives, and information)
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Treatment Group

v v

State-owned OK 529 Participant-owned OK 529 account:
account:

3. Offers a $100 account-opening
1.Provides a $1,000 incentive
initial deposit

4. Mailings encourage additional
2. Offers a savings deposits
match for income-
eligible participants

—> = Opt-out enrollment ——> = Opt-in enrollment

Data from the third quarter of 2011:

« Automatic account opening with $1,000 deposit was
highly successful (one mother of 1,361 “opted out”)

« With the CDA, almost 100% of treatment children
had OK 529 accounts and assets after 30 months
— automatic features eliminated most variation by income

« Without the CDA, only 2% of children had OK 529
accounts and assets after 30 months

— high-income control children were much more likely than
low-income control children to have accounts and assets

Nam, Kim, Zager, Clancy & Sherraden, 2013; Beverly et al., 2013

Account Type Treatment Control  Difference
State-owned 529 99.9 0.0 99.9%**
Participant-owned 529 16.8 1.0 15.8***
Other private 529 2.2 1.8 0.4
All accounts combined 99.9 29 97.0%+*

p<0.1; ** p<0.05; **p<0.01

Authors' calculation based on data from the fourth quarter of 2013

« 529 account holding: 99.9% for treatments vs. 2.9% for
controls, and 16.4% of participants have their own account:
Large impacts.

« Compare to 62% take up and retention of 529 account
in another SEED impact assessment, with $800 initial
deposit, but requiring sign up (Marks et al, 2009).

« Compare to 3.8% of Oklahoma households with
children up to age 18 holding any OK 529 account
(State Treasurer, 2011).

* SEED OK evidence suggests that automatic enrollment
in a 529 plan can create universal accounts.

Account Type Treatment Control Difference

Participant-owned 529 154 32 122%**

* p<0.1; ** p<0.05; ***p<0.01

Authors’ calculation based on data from the fourth quarter of 2013
Findings using data from the third quarter of 2011 please see (Nam et al., JPAM
2013)

« Participant savings: Average savings of $154 by
treatments vs. $32 by controls in their participant-owned
529 accounts: Positive but modest impact.

« Effect size (savings amount), so far is small.

« We know from qualitative research that families have a
hard time thinking about college savings for newborns
(and perhaps especially so during a recession).

« Nevertheless, positive impact on “seeding” college
savings for people who might not otherwise save. We
will see if they save more going forward.
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Account Type Treatment  Control  Difference
State-owned 529 1,359 0 1,359%**
Participant-owned 529 246 50 198***
All accounts combined 1,713 254 1,459%**

* p<0.1; ** p<0.05; ***p<0.01

Authors’ calculation based on data from the fourth quarter of 2013; Findings
using data from the third quarter of 2011 please see (Nam et al., 2013).

» Asset building: Mean 529 accumulations are
$1,713 for treatments vs. $254 for controls: Large
and meaningful positive impact.

» Because asset building is a main SEED OK goal,
this is strong policy result.

Treatment Control  Difference

Expectations at baseline 4.13 4.13 .00
(mean)
Expectations at follow-up 4.19 4.14 .05
{mean)*
Durability of expectations
(%)”

decreased 11.63 14.41 -2.78

stayed the same or increased 88.37 85.59 2.78

p<.10 "p<.05.

Kim, Sherraden, Huang, & Clancy, under review

« Treatment mothers report significantly higher levels of
expectations at the follow-up survey compared to control
groups (b=.05, p=.06).

« SEED OK has a positive impact on educational
expectations at the follow-up survey.

« SEED OK intervention prevents declines in mothers’
expectations: The proportion of treatment participants
whose expectations remain stable or increase is
significantly greater than the proportion of control
participants whose expectations do so.

Mothers’ Depressive Symptoms Treatment | Control | Difference
At the Follow-up

Whole sample 1.83 199 |0O.16*
Low-income subsample 191 222 |0.31%*
Low-education subsample 1.91 220 |0O.29*
Welfare participants 2.08 239 |0O.31*
Renters 2.00 2.23 [0.23*

*p<.10 *p<.05"p<.0L.

(Huang, Sherraden, & Purnell, Social Science & Medicine, 2014)

» Results presented above indicate that the
four-item CES-D score from the follow-up
survey was significantly lower for treatment
mothers than for control mothers.

» The intervention appears to have a greater
impact in disadvantaged subsamples,
especially the groups comprised of mothers
with low income and low education.



http://www.tracker-software.com/buy-now
http://www.tracker-software.com/buy-now

Non-weighted Mean Difference in SE Development

OTreatment O Control-Treatment
7 217 3.35 517
155
26.99 31.41 33.13 33.13 32.33
A* B+ Cr D B

A=Whole sample; B=Low-income Participants; C=Low-education participants;
D=Welfare recipients; E=Renters. *p<.10 **p<.05 ***p<.01

(Huang, Sherraden, Clancy, & Kim, JAMA Pediatrics 2014)

¢ Disadvantaged treatment children had better social-
emotional development scores than disadvantaged
control children

¢« The SEED OK CDA improves disadvantaged children’s
early social-emotional development regardless of
whether parents have saved

¢ The effect of the SEED OK CDA is similar in size to at
least one estimate of the effect of the Head Start
program on early social-emotional development

Huang, Sherraden, Kim, & Clancy, JAMA Pediatrics, 2014

Parents’ o
educational Child's
- educational
expectations !
expectations
Asset Parents’
CDA Accumulation educational -
Intervention = For = involvement — d(écilcijs_
Children P
Parents’ mental and
f educational
psychological outcomes
well-being

* Mothers were “excited” and felt “blessed”

« Money is for college—that they “can’t touch”

« Some mothers believe that the account will create
opportunities otherwise unavailable

« Account appears to give hope and perhaps greater
confidence in child’s future

« Several believe that the account offers them “a sense of
security—a little bit of relief”

« Program materials and quarterly 529 statements prompt
them to think about saving

Gary et al., 2012

« Many mothers say they do not have money to save—they
are “living paycheck to paycheck”.

« Several treatment respondents say they did not
understand the incentives or “really did not read” the
materials

« A few mothers have concerns about the fairness of an
account for one child but not other children

Mothers indicate that the automatically-opened account helps
to:

« Reduce negative attitudes about financial institutions

« Increase knowledge of some financial products and services
« Increase their expectations for child’'s education

* Increase motivation to save

« Increase security about their child’s future



http://www.tracker-software.com/buy-now
http://www.tracker-software.com/buy-now

» By providing an initial deposit and regular account
statements, mothers report that the SEED OK 529
conveys that someone outside the family expects their
children to go to college

* Mothers say that the SEED OK account makes them feel
more optimistic about their children going to college.

* Is it possible that CDAs can affect parenting and
development of children?

Overall, evidence suggests that CDAs for education could:

« Change financial aid strategy to reduce reliance on
borrowing, and increase asset holding as part of the
financing portfolio.

« In the process, build expectations about higher
education, affect child development, and perhaps
increase college readiness and completion.

These could contribute to educational success.

« Overall, program and account characteristics appear to
be more important than individual characteristics in
explaining savings outcomes.

« Research identifies program and account features that
are likely to be most effective.

Schreiner & Sherraden, 2007; Sherraden & Boshara, 2009; Sherraden
& McBride, 2010

Access: eligible, available, default enrollment
« Information: financial education, feedback
¢ Incentives: matching, other inducements
« Facilitation: direct deposit, personal assistance
+ Expectations: match cap, saving targets
» Restrictions: pre-commitment, restricted uses
« Security: money safe, dependable access
« Simplicity: simple products, limited choices

The above constructs arise from IDA and CDA research—
building blocks for an institutional theory of saving and asset
accumulation (Sherraden, Schreiner & Beverly 2003;
Sherraden & Barr, 2005; Beverly et al., 2008).

» Adopt a single, automatically-opened account structure at
birth (or very early in the child’s life) such that a child’s
account holds public incentives, deposits from family and
friends, and earnings.

» Keep the design simple—incentives must be easy to
communicate

¢ Include benchmarks for low-income youth tied to
academic milestones or activities that contribute to
college preparation

« Desirable features include:
— Automatic enrollment, with initial deposit
— Greater saving subsidies for the poor
— Low fees and low deposit minimums
— Simple investment options
— Financial education, information, and saving targets
— Centralized and efficient administration
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