CURS Report No. 2002-02

LOW-INCOME FAMILIESBUILDING ASSETS:
I ndividual Development Account Programs
L essons and Best Practices

SUMMARY REPORT

Prepared by:

Lucy S. Gorham
Roberto G. Quercia
William M. Rohe
With the Assistance of Jonathan R. Toppen

Center for Urban and Regiona Studies
The Universty of North Carolinaat Chapd Hill
Campus Box 3410, Hickerson House
Chapd Hill, NC 27599-3410
Phone (919) 962-3074 Fax (919) 962-2518
http://mww.unc.edu/depts/curs

Prepared for:
The North Carolina Rural Economic Development Center
4021 CaryaDrive
Raeigh, NC 27610
(919) 250-4314
http://www.ncrural center.org

October 2002



Center for Urban and Regional Studies, University of North Carolinaat Chapel Hill

Ordering Information

This Summary Report may be ordered from the Center for Urban and Regiond Studies, Campus
Box 3410, The University of North Carolinaa Chapd Hill, NC 27599-3410 or viae-mall a
lcomer@email.unc.edu. Please specify that the order is for the Summary Report: CURSreport
number 2002-02. The charge is $3 to cover postage and handling. Please make payment by
check or money order to the " Center for Urban and Regiond Studies.” For ordersto be mailed
outside the United States, remittance must be in United States dollars payable on a United States
bank.

A copy of the full report: “Low-Income Families Building Assats: Individua Devel opment

Account Programs Lessons and Best Practices’ can also be ordered in the same manner as above.
Please specify that the order isfor the Full Report: CURSreport number 2002-01. The charge
for the full report is $5 to cover postage and handling.

Both the summary report and full report can aso be downloaded free of charge from the Center
for Urban and Regiona Studies website: http://iwww.unc.edu/depts/curs.



Low Income Families Building Assets

Copyright ©2002 by The Center for Urban and Regiond Studies, The University of North
Cardlinaat Chape Hill. All rightsreserved. No part of this report may be used or reproduced in
any manner without written permission, except in the case of brief quotations embodied in

critica articles or reviews.



Center for Urban and Regional Studies, University of North Carolinaat Chapel Hill

ACKNOWLEDGEMENTS

The authors would like to acknowledge a number of people who made this report
possible. Firt, the North Carolina Rural Economic Devel opment Center provided the funding
for this research while the Corporation for Enterprise Development provided additiona support
and guidance. Second, the members of the Individual Development Account and Asset-Building
Collaborative of North Carolina opened their meetings to us and gave us invauableinformation
about the design and implementation of IDA programsin North Carolinaas well as the nationd
and gate policy framework inwhich IDA programs operate. Third, we wish to thank IDA
program staff for responding to our program survey and other requests for information. In
particular, we would like to thank the staff of the following eeven IDA programs where we
conducted day-long Ste vigts

The Asheville Affordable Housing Codlition and Mountain Microenterprise
Fund

Cabarrus County CDC and the RowartIredell Credit Union

Charlotte- M ecklenburg Department of Socid Services

Choanoke Area Development Association (CADA)

The Experiment in Sdf- Reliance and Forsyth County Department of Housing

East Carolina Community Development, Inc.

Edgecombe County Department of Socid Services

Lexington Housing CDC

Northwestern Regiond Housing Authority

Passage Home
Southesstern Community College

Wewould aso like to thank the staff of the NC Department of Labor and the NC
Department of Commerce Divison of Community Assistance for responding to our many
requests for program data and other information. Lastly, our thanks go to Amber Neill and Scott
Gredey for their invaluable editorid and andytica assstance.



LOW-INCOME FAMILIESBUILDING ASSETS:

Individual Development Account Programs
L essons and Best Practices

“| believe that if it hadn’t been for the IDA program and the | DA staff, we probably would have
fallen through the cracks again — not qualifying for this program or that program. Thiswas
exactly the right thing for us. This program has worked so well for me, I’m going to shout it
from the rooftops.”

~New Homeowner, Experiment in Self-Reliance and Forsyth County Department of
Housing IDA Program

INTRODUCTION:

Individuad Development Accounts (IDAS) provide low-income working families ameans
to save towards the purchase of amgor asset: ahome, a smal business, or an investment in
education or training that can lead to a better job. 1n addition to the benefits of those assets,
participating families develop a savings habit that can lead to future financid security. Since
1998, twenty-four IDA programs have improved the lives of hundreds of North Carolinafamilies
and given them the means to acquire an asset that most thought beyond their reach.

According to the North Carolina Department of Labor, as of May 2002 712 North
Carolinians were ether current IDA accountholders or had graduated from the program, with
another 227 participants pending enroliment. Since IDA programs began in 1999, the 170
people completing an IDA program had purchased 136 homes, started or expanded 30 small
busnesses, and made four educationa investments. These 170 IDA program graduates had
saved an aggregate $239,750 and received over $668,000 in matching funds. The vaue of
homes purchased by IDA participants completing the program approached 8 million dollars?
While exact numbers of participants are difficult to ascertain as new accounthol ders constantly
enter the program while others graduate, our research shows that as of September 2002, North
Carolina s IDA programs had approximately 540 active participants and the number of graduates
had risen to 220.

This Summary Report distills the key findings of alonger report that evduates the
experience of Individua Development Account (IDA) programs across the sate of North
Carolina® Both the full report and this summary report were prepared by the Center for Urban

! Since IDA programs started in the state, 24 programs have operated. Now that two programs have closed, the
state currently has 22 IDA programs with several new programs on line to open in the fall of 2002.

2 From correspondence from Charlotte Gardner, former IDA, TANF, and Special Projects Coordinator at the NC
Department of Labor to Pheon Beale, Director of Social Servicesin the NC Department of Health and Human
Services dated May 7, 2002.

3 L. Gorham, R. Quercia, W. Rohe, J. Toppen, “Low-Income Families Building Assets: Individual Development
Account Programs L essons and Best Practices.” To order or download copies of the full report, see ordering




Center for Urban and Regional Studies, University of North Carolinaat Chapel Hill

and Regiond Studies at the University of North Carolinaa Chapel Hill with the support of the
North Carolina Rurd Economic Development Center. This summary report addresses the
following questions:

Wheat can be learned about successful IDA program design and implementation®?
What doesthistell us about best practicesin the fied?

Who is participating in IDA programs and what has been their experience? What
effect have IDAs had on the communitiesin which they operate?

Are there sgnificant differences between rurd and urban IDA programsin terms of
who participates or what seems to work best for program implementation?

Wheat policy recommendations for public officias, funders, and loca program
officiasflow out of our findings?

In order to address these questions, we relied on severa sources of information. First, we
developed a survey for IDA program directors that asked then about the experience of their
program and its participants. A total of nineteen programs responded to this survey. Second, to
get amore in-depth look a how IDA programs operate and their impact on participating families
and communities, we conducted Ste vigtsto the following deven IDA programs.

The Asheville Affordable Housing Codlition and Mountain Microenterprise
Fund

Cabarrus County CDC and the RowartIredell Credit Union

Charlotte-Mecklenburg Department of Socia Services

Choanoke Area Development Association (CADA)

The Experiment in Sdf-Reliance and Forsyth County Department of Housing

East Carolina Community Development, Inc.

Edgecombe County Department of Socid Services

Lexington Housing CDC

Northwestern Regiona Housing Authority

Passage Home

Southeastern Community College

Third, we interviewed personnd and written materials from state agencies and from the
North Carolina DA and Asset-Building Collaborative (the Collaborative) to obtain a more state-
wide perspective. We dso atended meetings of the Collaborative which were invauablein
keeping us abreast of new and current IDA initiativesin the state. Findly, we obtained IDA
accountholder data that was furnished to the NC Department of Labor by individua IDA stes.
While unfortunately these data do not include information on al IDA participants due to
incompl ete records (we had data for 433 participants compared with the total of 751 participants
cited by the NC Department of Labor), they did provide important information on the
characterigtics of IDA program participants.

information above. Thisreport isthe second IDA evaluation report conducted by the Center for Urban and Regional
Studies and builds on an earlier report published in 1999: S. Jennings, E. Kehrberger, R. Quercia, W. Rohe, and M.
Stegman. “Helping Families Build Assets: The Implementation of Individual Development Accountsin North
Carolina.”
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Why an Asset-Building Approach?

IDA programs represent a significant shift in policy from an income-based to an asset-
based approach. Over the past decade, the debate over how best to aleviate poverty has placed
increasing attention on asset-building Strategies as an important component of a comprehensive
approach to providing upward mobility for low-income families. Income maintenance programs
such as Temporary Aid to Needy Families (TANF) provide avital support for families and keep
many of our poorest children from experiencing hunger and homelessness. However, even the
strongest advocates of income support recognize that complementary approaches are needed to
help families leave poverty behind. In light of the new time limits placed on the receipt of
income support, thereis an urgent need for IDASs and other asset-based approaches to poverty
dleviation.

“The IDA program got us out of our apartment and into a nice neighborhood. The houseis nice
and there’sa yard for the kids to play in. We have economic security. The IDA program made
the difference between buying and not buying because we needed help with the closing costs.
What | learned about money management was critical — 1 wish I’d learned it sooner in life.”

~ New homeowner, Asheville-Buncombe Housing Coalition IDA Program

The asset- building gpproach rests on the recognition that akey component of the ability
of many familiesto improve their economic wel-being liesin their ability to acquire assets that
can form the basis for future financid security. A growing body of research suggests that asset
ownership has avariety of postive effectsincluding: areduction in the transfer of poverty from
one generation to the next; an increase in educationd attainment and in household gtability; a
dedinein high-risk behaviors, and an increase in expectations about the future and alonger-term
planning horizon.*

Public policy has long encouraged asset acquisition through avariety of means. The
Homestead Act in the |ate nineteenth century granted 246 million acres of land to 1.5 million
households. The Gl Bill following World War |1 helped returning soldiers attend school and
improve their education aswell asto purchase homes. The mortgage interest tax deduction
bestowed approximately 75 billion dollarsin benefits to homeownersin 2000 alone. Tax
benefits given to retirement accounts in 2000 were worth another 123 billion dollars, while tax
benefits for investments and business property were worth an additiona 89 hillion dollars. Such
public programs and policies have provided the basis for upward mobility for millions of
American families®

Understood in the broader context of public policies that support asset acquidtion, the
purpose of asset-building programs aimed at low-income familiesis not to accord a specia
privilege to the poor. Instead, programs such as Individua Development Accounts extend a
benefit to low-income families that is dready available to the vast mgority of middle and upper
income families. If, for ardatively smdl investment, we can “jump start” families out of

* The Corporation for Enterprise Development, Building Assets: A Report on the Asset-Development and |DA
Fied, p. 2.005.
° Ibid pp. 2.015-2.017.
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poverty through the process of asset acquisition and thus reduce the socia and economic costs of
poverty, the benefitswill accrueto dl families

Growing support of the asset- building gpproach is reflected in the dramatic increase in
the number of IDA programs across the country and in the level of financia support they have
received. Through the Assets for Independence Act (AFIA), federa funding for IDA programs
currently totals 45 million dollars® According to the Corporation for Enterprise Development
(CFED), IDA programs now operate in 47 tates and in severd foreign countries. Statewide
IDA coditions or collaboratives exist in 32 states. CFED a so estimates that, as of December
2001, more than 10,000 people were saving in an IDA account. At least 350 organizations
sponsor |DA program with approximately 100 programs under development.”

How do Individual Development Account ProgramsWork?

Individual Development Account programs provide an ingtitutiona means for low-
income working families to save money on amonthly bas's towards the purchase of an asst
such asahome or smadl business or investing in further education. Typicaly, IDA program
participants Sgn a contract with the IDA program that commits them to save a minimum amount
each month towards their total savings god of $1,000. Reaching their savings god may take
anywhere from one to three years depending on family circumstances. Once the savings god is
reached, the IDA program matches the family’s savings a aratio that varies anywhere from 1:1
to 8:1 depending on the resources available to the individua IDA program. In our research on
North Carolina programs, we found that a match ratio of 2:1 isfairly standard across programs.

Individuad Development Account programs typicaly include three mgjor components.
Firg, alocd community organization takes the leed in establishing the IDA program and
securing the necessary funds both for program adminigtration and for matching the savings of
participants. The community organization a0 recruits participants and provides them with the
necessary counseling and support they need to complete the program. Second, this lead
community organization recruits one or severad locd financid inditutions to provide and manage
the savings accounts of IDA participants. Third, afinancia literacy component is either
provided by the lead community organization or by an outside provider, or often by some
combination of the two.

“ The economic literacy classes made a great deal of difference. Through the classes on

budgeting and saving, | learned all about credit. | don’t think the program could get any easier

or any better. I’ve talked to many of my friends and cowor kers about the program, everybody |
~ New homeowner, Edgecombe County Department of Social Services IDA Program

® The Corporation for Enterprise Development, Building Assets: A Report on the Asset-Development and DA
Fied, p. 6.086.
" Ibid, p. 1.002
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Individual Development Account Programsin North Carolina

In North Carolina, severa mgjor IDA demonstration programs are underway. The North
Carolina IDA and Asset-Building Collaborative (the Collaborative) has advocated for program
funding and provided technical assstance to IDA program statewide. The Collaborativeisan
informa but well-organized group of some of the stat€' s leading economic development
organizations, aswell asloca IDA programsthemselves® The work of the Collaborative has
been supported by the Z. Smith Reynolds Foundation and the Fannie Mae Foundation.

Two IDA demondration programs began in 1998-99. One was administered by the
North Carolina Department of Commerce with funding from the federd Department of Housing
and Urban Development’s Small Cities Community Development Block Grant program
(CDBG). The other was administered by the NC Department of Labor with funding from the
North Carolina Generd Assembly. The state has dso received two grants from the federa
Department of Hedlth and Human Services under the Assets for Independence Act that the NC
Department of Labor administers. The North Carolina Housing Finance Agency has dso made
homeownership funds avallable to IDA programs. A new, second round of CDBG money isin
the process of being awarded to ten loca IDA programs. The funds made avalableto local IDA
programs from these sources total $4,248,000.°

Table 1: Major Sources of Fundsfor North Carolina |DA Programs

Sour ce of Funds Amount
NC Generd Assembly $ 600,000
Department of Commerce Smdl Cities Community 240,000
Development Block Grants, two separate alocations. 500,000
Federd Assatsfor Independence Act funds administered 331,785
through NC DOL, two separate program grants, 666,215
North Carolina Housing Finance Agency:

1. NC Housing Trust Fund 500,000
2. Mortgage Revenue Bond Program 1,400,000
Total $4,248,000

At the gart of our investigation in late 2001, we identified twenty-four North Carolina
IDA programs with the assistance of the North CarolinaIDA Collaborative and the North
Carolina Department of Labor (Table 2). Over the past year, three programs have closed or are
in the process of closing (those operated by Community Developers of Beaufort-Hyde, East
Caralina Community Development, Inc., and the Northwestern Regiond Housing Authority),

8 In addition to local IDA programs that are some of the most active members of the Collaborative, active statewide
partnersin the Collaborative include the North Carolina Rural Economic Development Center, the Corporation for
Enterprise Development, the NC Departments of Labor and Commerce, the NC Justice and Community
Development Center, the NC Housing Finance Agency, the North Carolina Community Development Initiative, the
NC Office of Economic Opportunity, and the NC Division of Social Services. The Self-Help Credit Union, North
Carolina Equity, the NC CDC Association, and the NC Low-Income Housing Coalition were also actively involved
in getting the Collaborative started.

® This figure includes an allocation of $600,000 from the NC General Assembly, $240,000 in the initial allocation of
CDBG funds, $500,000 from the second allocation of CDBG funds, and just under $1,000,000 in AFIA funds.
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leaving twenty-one that are continuing to enroll participants. Since our evaluation results include
information on dl twenty-four of the origind programs we identified, we may make reference to
this larger number of programs. Also, the anadlysis and findings presented below apply to this
larger universe of programs.  In instances when our discussion only appliesto the remaining
twenty-one programs, we note this.

IDA programs are located in avariety of geographic areas across the state (Table 2 and
Figure 1). Locd organizations have created IDA programsin urban and rurd parts of the
mountai nous western region, the large and smal cities of the north and south centra piedmont,
and the samdl citiesand rura areas in both the northeast and southeast regions. The geographic
scope of IDA programs dso varies and ranges from one program that serves a single public
housing complex in Wilmington to severd programs that serve large multi-county regions.

If weinclude dl twenty-four IDA programs, IDAs have been available in 52 of North
Carolind s 100 counties with eight programs serving exclusively urban counties, 13 serving only
rurdl counties, and the remaining three programs serving amix of both urban and rurd
counties®® IDA programs have served 10 of the state’s 15 urban counties and 42 of the State's
85 rurd counties. Of the 42 rural counties with IDA programs, 27 arein distressed counties '
Thethree IDA programs that have closed over the past year or are in the process of discontinuing
their IDA programsdl serve rurd counties. Their closure will result in 11 fewer rurd counties
being served by an IDA program, eight of them in distressed counties. Thiswill bring the total
number of rura counties served down to 31 out of 85 and the number of distressed counties
down from 27 to 19.

“In order to save for the IDA, we were down to the bare minimum. We cut back on everything
that we could. We never thought about involving the kids but then they had a family night and
encouraged us. Our three kids stopped getting their allowance because we told them we were
saving for a house. The youngest, who is nine, would tell the older ones not to ask Mommy for
money. Now that we have a house, my husband is planting flowers and redoing the grass. 1I'm
giving out the number and telling everybody about the program.”

~ New homeowner, Choanoke Area Development Association (CADA) IDA Program

10 We use the North Carolina Rural Economic Development Center’ s definition of rural counties as those with less
than 200 residents per square mile based on 2000 Census data. Of North Carolina’ s 100 counties, 85 are defined as
rural using this definition. North Carolina s 15 urban counties are Alamance, Buncombe, Cabarrus, Catawba,
Cumberland, Davidson, Durham, Forsyth, Gaston, Guilford, Mecklenburg, New Hanover, Orange, Rowan, and
Wake.

M Data on distressed counties is taken from the NC Rural Economic Development Center website:
www.ncruralcenter.org. Distressed counties are designated annually by the NC Department of Commerce in accord
with the William S. Lee Quality Jobs and Expansion Act.
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Figure 1: North Carclina Individual Development Account Programs in Rural and Urban Counties ™
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"' e use the HC Rural Economic Development Center's definition of rural counties as those with a population density of les= than 200 persons perzquare mile based on 1990 Census data.
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PRINCIPAL FINDINGS:

We have divided our findings into two sections: Achievements, and Challenges.
Following this, we present our principal recommendations and divide these dso into two
sections. recommendations for statewide coordination, oversight, and funding; and
recommendations for local program implementation.

Achievements:

IDA programs have attracted $4,248,000 in state and federal resour ces,
including one million dollarsin federal funding that represents new moniesfor
the state.

North Carolina currently has 22 operating DA programswith several more
dated to open in late 2002 or early 2003. Thankslargdly to the efforts of the NC
IDA and Asset-Building Collaborative (including the NC Department of Labor and
the NC Divison of Community Assstance in the Department of Commerce), IDA
programs currently serve 33 rura counties and 10 urban counties.

According to the North Carolina Department of Labor, since DA programs
began in 1999 the first 170 people completing an | DA program had purchased
136 homes, started or expanded 30 small businesses, and made four educational
investments. These 170 IDA program graduates had saved an aggregate $239,750
and received over $668,000 in matching funds. The vaue of homes purchased by
these IDA participants approached 8 million dollars*?

While exact numbers of participants aredifficult to ascertain asnew
accountholder s congtantly enter the program while others graduate, our
resear ch shows that as of September 2002, North Carolina’s I DA programs had
approximately 540 active participants and the number of graduates had risen to
220.

For hundreds of working low-income families, participation in IDA programs
has enabled them to acquireamajor asset and has provided a life-changing
experience. Though admittedly on asmdl scae, IDAS have made asset ownership
available to a broader group of working families. The vast mgority of IDA
participants are women (84 percent) are Africant American (78 percent) are single (84
percent) and have children (84 percent).

IDA programs have increased the quality and supply of low-income housing,
especially in rural areaswhereit is desperately needed. For example, both the
Lexington and Choanoke Area Development Association (CADA) IDA programs
have helped to provide new housing for IDA families, either done or in conjunction

12 From correspondence from Charlotte Gardner, former IDA, TANF, and Special Projects Coordinator at
the NC Department of Labor to Pheon Beale, Director of Social Servicesin the NC Department of Health
and Human Services dated May 7, 2002.
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with other community partners. IDA programs have dso fostered economic
development and employment through micro-enterprise development.

The North Carolina IDA and Asset-Building Collabor ative continues to provide
effective leader ship to the IDA movement within the state and isviewed asa
national leader in thisregard. Despite changesin funding levels and personnd, the
Collaborative has remained a stable and cohesive group with a clear vison for
expanding the number of IDA program in the state and supporting the existing
programs. It has actively involved the growing number of loca IDA programsin its
decisionmaking and information-sharing activities. Recent receipt of an award for
organizationa support from the Z. Smith Reynolds Foundation should help the
Collaborative expand its role further.

Onthelocal leve, IDA programs have provided a meansfor a growing number
of North Carolina’ sfinancial ingtitutionsto get involved in providing new
services to atraditionally under-served population. At theloca branch levd,
financid inditutions have dso provided some financia support to IDA programs. In
the case of Firgt Citizens Bank’ s support of the Passage Home IDA program in Wake
County, the financia contribution has been sgnificant.

I DA programs have provided economic literacy education to over seven hundred
IDA participants. Severd IDA programs have aso sarted offering financid literacy
as part of other programs they run or to low-income familiesin generd.

Local DA programs have assembled an impressive group of dedicated and
professional staff who have put together successful programsin spite of multiple
challenges. These gaff have been effective in ddivering the high leve of case
management sarvices for participating families that IDA programs require.

Through the collaboration of Mission St. Joseph Hospital and the Asheville
Affordable Housing Coalition, North Carolina hasitsfirst employer-funded I DA
program that hopesto provide housing assistance to 120 participants. Severd
additiona IDA programs are exploring the option of employer-based IDAswith loca
businesses.

The DA movement has expanded the focus of public policy within the state to
include asset building rather than purely income support asa meansto alleviate
poverty.
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Challenges:

Theleve of administrative funding available to operate most local | DA
programsis clearly inadequate. Because IDA programs require high levels of case
management, they cannot be operated successfully without adequate levels of
gaffing. The inadequate funds available for program adminigration is primarily the
result of program funders restricting the use of their grantsto IDA account matching
and dlowing only minimd, if any, funds to be used for program administration.

More funds for program adminigration, particularly multi-year funding, would alow
adequate levels of gaffing —aminimum of one fulltime person per program -- and
thus expand the support available for participating families. Locd programs aso
expressed the need for more assstance in raising funds. A centralized clearinghouse
of funding information, perhaps sustained by the Collaborative, is needed.

While state agencies have made significant contributionsto the growth and
implementation of IDA programs, they have not been able to provide ashigh a
level of coordinated oversight and technical assistanceto local | DA programsas
isneeded. This problem stems from severd sources: the lack of administretive

funding for state agenciesto oversee IDA programs, alack of consstent IDA

program staffing in the NC Department of Labor which has been designated as the

lead agency for IDA program oversight; and the lack of amore substantia

commitment to IDA program development within the Division of Socid Services NC
Department of Health and Human Services. One unfortunate result is that essentid

data collection on the clients served by loca IDA programs remains incomplete.

Corporate offices of North Carolina’ sfinancial ingitutions at the state and
regional level have yet to get involved as statewide partnersand advocates nor
have they provided any significant level of funding to support DA programs.
However, many of North Carolina sfinancia ingtitutions have devel oped important
partnerships with locd IDA programs and have provided some financid support to
IDA programs &t the local branch leve.

I DA program income guidelines restrict the number s and types of familieswho
can participate. Moreover, they areinconsstent across funding sources. Firgt,
income digibility thresholds limit the participation of two-earner families. Second,

the more regtrictive digibility thresholds stipulated by the Assets for Independence

Act make it impossible for many familiesto qudify who could otherwise participate
under the less stringent guiddines set by the NC Department of Labor and the NC
Department of Commerce demonsgtrations. Local IDA program staff have stated that
it isdifficult to find families that have low enough incomes to make them digible for
AFIA funds but that can still save on aconsistent basis.

TheNorth Carolina IDA and Asset-Building Collabor ative needs to secure
ongoing financial support in order to maintain itsrole as an effective advocate
and sour ce of technical assistance and coor dination for IDA programs around
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the state. Recent funding from the Z. Smith Reynolds Foundation will support a saff
person for the Collaborative and will help move it towards full non-profit status.

The successthat DA programs have had in recruiting participants remains
uneven. Becausethe IDA concept is ill not well known, generating appropriate
publicity and locating appropriate community partners and digible families takes
time and is very gaff-intengve. This seemsto be particularly true for new programs
inrurd counties. IDA programs generdly require a substantia lead time between the
point a which they receiveinitid funding and when they are ready to enroll
participants. Thisis often the most chalenging period for IDA programsand is
when more intensve and consistent technica assistance would be extremey helpful.

The challengesthat DA programsface are often the samein rural and urban
areas, although the challengesin rural areastend to be mor e sever e. Successful
IDA programs can be found in both rural and urban counties in the state. These
chdlenges are of two kinds.

Rural programs often confront greater obstaclesin identifying and
recruiting familiesto participatein IDA programs. Because their
populations are more dispersed, program publicity is more of achdlenge. In
addition, public transportation is limited or nonexistent o thet travel to
economic literacy classes or to financid indtitutionsis more difficult, and
child care and other supportive socia services are fewer.

Rural economies generally offer fewer and lower quality job
opportunities. When job loss occurs, jobs are a so harder to replace. The
weaker economies often found in rura counties dso limit the opportunities for
programs to raise funds from local sources, whether public or private.

As a consequence of thesefactors, rural IDA programsreported that they had
half the number of current participants on average as urban IDA programs
(13.5 versus 30.5). In addition, the three IDA programs that have closed over the past
year have dl served rurd counties. At the same time, rura areas have a more urgent
need for low-cogt, decent housing, educationa opportunities, and economic
development compared to many urban aress.

Five factors appear to be particularly important contributorsto the success of
rural IDA programsin overcoming these start-up and recruitment challenges:

Clearly-identified clientele: IDA programs have amgor advantage if
they are dready working with a clearly-identifigble dientdle that could
aso qudify for the IDA program or if they are partnering with alocd
agency that can be agood source of referrds,

Large enough geographic area: The geographic area that the program
operates in must be large enough to provide a critica mass of people

11
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that would qudify for an IDA. At the sametime, program staff must
be close enough to where participants live that meeting on aregular
bassispossble;

Stable source of program funding: IDA programs that have a stable
source of funds outside of their IDA program funding have an easier
time providing the stability in saffing that makes it possble for Saff

and participants to develop an ongoing relationship;

Experience with housing and/or microenterprise: Some experience
with housing or microenterprise programs enhances the ability of IDA
g&ff to forge relationships with lending inditutions and to get the

program up and running in atimey way; and

Ability to handledata requirements. Programs need to have an ability
to handle the affing and technica requirements of the Management
Information Systemsfor IDAs. (MISIDA).

IDA program funders should keep these five factors in mind when
consdering which organizations currently have the necessary capacity to support
an IDA program, as well as how to assist other organizations to develop the

required capacity.

Three | DA programs have closed or arein the process of closing that served 11
rural counties. While the reasons for each program closng are dightly different, a
consstent problem that each confronted was the lack of funding for program
adminigration. The additiond difficulty faced by rurd programsin recruiting

participants and the additiona lead time they often require to get underway made the
lack of funding for program administration more severe.

More consistent documentation of post-program outcomesis needed. For
example, little data exists on the survival and job crestion rates of IDA-funded
microenterprises beyond anecdota accounts from IDA gtaff. As more participants
purchase homes and start or expand busineses, it will dso be important to document
their experiences.

Based pur ey on income digibility guidelines, many mor e families qualify to
participatein IDA programsthan are currently being served or could be served
with existing capacity. According to the Corporation for Enterprise Development,
over 1.8 million North Carolina taxpayers would quaify to participate in a modest
federd tax credit program that usesincome restrictions very smilar to those used by
the Assets for Independence Act.® The current IDA program mode that relies on

13 This estimate fromCFED is based on the provisions of HR 7, asubstitute to S. 1924: the Charity, Aid,
Recovery and Empowerment (CARE) Act sponsored by Senators Lieberman and Santorum. The estimate
uses Tax Year 1999 data, Individual Tax Returns, Publication 1304 (Rev. 10-2001), Internal Revenue
Service. Income eligibility guidelines are that single taxpayers must have adjusted grossincome below
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intensive case management services seems to work well for the group of low-income
familiestha participate. In addition, financid ingtitutions are unequivoca about their
lack of capacity to provide thiskind of support. Thus, it isnot clear that the current
case management modd is compatible with the god of serving large numbers of
families without Sgnificant increases in program daff.

Dueto data limitations, we wer e unable to address several questionsthat should
be explored in futureresearch. Firg, theincomplete records for IDA
accountholders made it impossible to caculate areliable dropout rate or to make
comparisons in savings rates between programs, including a comparison of programs
operating in rura and urban counties. Second, the demographic data we do have
indicates that IDA participants both in North Carolinaand in the nationd ADD
demondretion differ in Sgnificant ways from the genera low-income population,
particularly in their high levels of education and work effort. This raises the question
of how applicable IDA programs might be to the broader low-income population.
Findly, conducting focus groups of IDA participants would enable researchersto find
out more about the experience of IDA participants and how the programs have
impacted ther lives.

“1t'sawonderful programand | just wish more people could participate. Therewerea
lot of people who wanted to get into the program but couldn’t because their income was
just a little too high.”

~ Smadl business owner and current IDA participant, Southeastern Community College
IDA Program

PRINCIPAL RECOMMENDATIONS:
State-L evel Coordination, Oversight and Funding

The NC Generd Assembly should renew state support of IDA programs through a
new dlocation of funding. In addition, the Sructure of sate financia support to
IDAs should be revised to include more funds for program administration while
encouraging loca programsto raise a greater share of account matching funds.

State agenciesinvolved in IDA oversght and funding should increase their level
of coordination and should work closely with the NC IDA and Asset-Building
Collaborative. Quarterly meetings between the NC Departments of Labor,
Commerce, Health and Human Services, and the NC Housing Finance Agency
are cdled for. The conggtent participation in monthly meetings of the NC IDA

$18,000, heads of households below $30,000, and joint filers below $36,000 (see www.idanetwork.org).
Theseincome levels are very close to the more restrictive levels stipul ated by the Assets for Independence
Act (AFIA) that use 200% of the poverty level. However, since AFIA has more income categories based
on family size, thetwo are not directly comparable.
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Collaborative by the Departments of Labor and Commerce have been of benefit
and we recommend that staff from the Department of Health and Human Services
and from the NC Housing Finance Agency dso attend. Given recent affing
changesin the Department of Labor and the new capacity of the Collaborative
dueto the receipt of grant funding, we recommend that state agencies and the
Collaborative meet to discuss roles and responsbilities to ensure adequate
assstanceto loca IDA programs.

State-level agencies such as the NC Department of Labor and the NC Division of
Community Assistance and the NC IDA and Asset-Building Collaborative need to
secure adequate funds and staffing to provide more consstent oversight of and
technica assstanceto loca IDA programs. One model to congder isthat usedin
the Michigan IDA program where regiona entities provide technical assstanceto
the IDAsIn their sub-dtate region.

The Generad Assembly or the responsible sate agencies should revise the Sate-
defined income digibility requirements to allow more two-income households to
quaify for IDA accounts. In the case of digibility standards set by the federd
Assets for Independence Act, state officials must convey to the U.S. Department
of Hedth and Human Services the desirability of changing the income standard to
the 80 percent of area median income standard used by state programs, rather than
the more stringent 200% of poverty standard set by AFIA. This has been an issue
for both urban and rura programs, but especidly in urban areas where housing
cogs are high, the AFHA income guidelines don't dlow families enough income

to afford to buy ahome. In North Carolina, one urban IDA program opted not to
participate in AFIA for this reason.

Program funders should increase the IDA match rate from 2/1to 3/1 or 4/1to
alow the purchase of better quality housing or more substantia investmentsin
microenterprise or education and training.

State oversight agencies must ensure that each loca IDA program reportsits IDA
account data to a centra clearinghouse, currently the Department of Labor, ina
timely manner. Prompt reporting of program data should be a required condition
of funding, induding new block grant funding from the Divison of Community
Assistance. To ensure that these requirements can be met, each program must
have a fully functioning data collection and management system in place. For
some programs, this may require additional funding for updated computers as
well as more technica assistance.

State agencies, the Collaborative, or both should provide additiona technica
assgtanceto IDA dites through three means. establishing a state-wide
clearinghouse for information on potentid sources of funding for loca IDA
programs, distributing aregular newdetter or the establishing an information
exchange website; and organizing an annud conference on loca IDA program
implementation.

14
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The NC Department of Health and Human Services should become more
involved in supporting IDAs and should encourage county Departments of Socid
Services offices to participate. In addition, DHHS should include IDAs in the
gate's new Temporary Aid to Needy Families (TANF) plan.

IDA program funders should provide additiond grants to be administered by the
NC Department of Labor or the NC IDA Collaborative to increase technica
assganceto loca IDA sStesfrom avariety of sources, including outsde training,
attendance at IDA conferences, and site-to-Ste mentoring.

The NC DOL, the Divison of Community Assstance, and the Collaborative
should work together to establish an effective means for experienced IDA
programs to mentor new programs. The NC DOL had started to put such a
program in place but some new programs lack this vauable program-to-program

support.

North Carolina sfinancia ingtitutions need to be more active leaders and
supporters of the state’s IDA programs at the statewide or regiona corporate
level. The NC IDA Caollaborative has worked consistently to encourage state and
regiond financid ingditutions to get more involved in supporting IDAS but with
limited success. It may require more involvement from sae officids a the level

of the Congressiond delegation, the Governor’s Office, the Generd Assembly or
department heads to move this forward.

If technicadly feasible, the Center for Socia Development (CSD) at Washington
Univerdity in St. Louis should revise its Management Information System for
IDAs (MISIDA) to be easier to use, including alowing programs to download
account data from financid inditutions eectronicdly. In addition, CSD should
consider ways to lower the price of MIS IDA software as well as subsequent
upgrades to make it more affordable for local IDA programs. Without these
changes, locd stes are likely to continue to have difficulty collecting important
information such as dropout and savings rates.

“The program helped me feel confident that | could go out and actually do it. I’'mjust on
a high horseright now. All the hard work, | just feel so good about myself now. I’m not
just giving my money away to someone else. | like to see people set goals and get what
they want. 1’vetold everyone about it.”

~ New homeowner, Charlotte-Mecklenburg Department of Social Services IDA Program
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L ocal Program I mplementation

The following recommendations flow out of our findings on practices that gppear to
support the growth of strong local IDA programs.

Incorporate IDA program graduates in the recruitment of new participants,

Provide ameans for IDA programs that have developed an effective process for
screening new gpplicants to share this and other advice for program
implementation with less-experienced programs,

Use abroad network of community organizations and other public agencies as
sources for referrds,

When possible, put together ateam approach to supporting participants both
within the program and by utilizing outside resources,

Provide follow-up economic literacy training in areas such as home maintenance,
saving for retirement, investment, and college planning;

Consider ways to address trangportation issues, such as a program that provides
discounted auto repairs;

Edtablish local collaboratives of community businesses, agencies, and
organizations to support the work of the IDA programs,

Utilize every opportunity to share credit for the success of the IDA program with
community partners,

Whenever possible, utilize VISTA volunteers as adjunct S&ff rether than asa
subdtitute for permanent IDA Steff;

Secure adequate funds for IDA gaff training, including travel to Satewide
mestings and conferences,

To avoid problems caused by participants dropping out of the program and
leaving empty dots, over-enroll participants initialy to account for expected
atrition;

Explore mechanisms for direct depositsto IDA accounts to ensure that IDAS
receive a high priority in family budgeting; and

Explore the potentid for rurd program staff to conduct home visitsto potentia
participants, as well as enrolled participants, to reduce the effects of transportation
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and cultural barriers, such as the reluctance to share information about family
financesin a public setting.

CONCLUSION

North Carolina has a strong and growing network of Individua Devel opment
Account programs. Effective leadership from the North Carolina IDA and Asset-
Building Collaborative and from the North Carolina Departments of Labor and
Commerce, aswell asfrom loca IDA program staff, has hel ped this network expand
rgpidly. However, the state’ s IDA movement isat acritica juncture. In order to continue
to thrive, IDA programs need more consistent funding and technica assstance, with a
particular need for funding that will support program administration and adequate
gaffing levels. Thisis particularly true for IDA programs thet operate in the more
chdlenging environment of the state’srura counties.

“1 tell people that | had to work for the house but it was worth it. My daughter got lead
poisoning from the house we were renting. Now that we are in our new home, my
daughter goes to the doctor less often — | had lost jobs because | was taking her to the
hospital so often. The program has helped me be self-sufficient. | tell everyone, ‘If | can
doit, you can, too.” I'm still saving money every month.”

~ New homeowner, Lexington IDA Program

17




Center for Urban and Regional Studies, University of North Carolinaat Chapel Hill

Table 2: IDA Program Characteristics

DSS

Affordable Affordable Housing Asheuville City, Urban West Apr-98 | Homeownership,
Housing Coalition Buncombe Microenterprise,
Coalition Education
Eagle Market Under the umbrella Asheuville City, Urban West Nov-99 | Education
Streets of Asheville/ Buncombe
Development Buncombe housing
Corp. coalition
Mountain Private Non-Profit, Buncombe, 11 Rural, 1 West Oct-99 | Microenterprise
Microenterprise | Under Asheville- Henderson, Madison, | Urban
Buncombe IDA Transylvania,

Haywood, Swain,

Graham, Jackson,

Clay, Macon,

Cherokee, Polk
Community Community Beaufort, Hyde Rural East Jan-98 | Homeownership,
Developers of Development Education
Beaufort-Hyde, | Corporation
Inc.
Cabarrus Community Cabarrus Urban South Sep-99 | Homeownership,
County CDC Development Central Education

Corporation

Charlotte Department of Social | Mecklenburg Urban South Jun-98 | Homeownership,
Mecklenburg Services Central Education,

Microenterprise
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Choanoke Area | Community Action Halifax, Rural North Jun-99 | Homeownership,
Development Agency Northampton, Bertie, East Education,
Association Hertford Microenterprise
Davie County County Department Davie Rural Central Jan-02 | Homeownership
DSS of Social Services

Durham Community Durham Urban North 1997 Homeownership
Regional Development Central

Financial Center | Corporation

East Carolina Community Craven, Carteret Rural East Jul-97 Homeownership,
Community Development Education,
Development Corporation Microenterprise
Edgecombe Department of Social | Edgecombe Rural North Jul-98 Homeownership
County DSS Services East

Experiment in Community Action City of Winston- Urban North Mar-99 | Homeownership,
Self- Agency / County Salem, Forsyth Central Education,
Reliance/Forsyth | Housing Department | County Microenterprise
County

Department of

Housing

Gaston Community Action Lincoln Rural South Jan-02 | Homeownership
Community Agency Centra

Action

Johnston Lee Private Non-Profit Johnston, Lee, Rural North Sep-99 | Homeownership,
Harnett Harnett Central Education,
Community Microenterprise
Action

Lexington Community Davidson Urban Central Jan-99 | Homeownership
Housing Development

Development Corporation

Corp
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Monroe-Union Community Union Rural South Jan-02 | Homeownership
CDC Development Central
Corporation
Monroe-Union Community Union Rural South Jan-02 | Homeownership
CDC Development Central
Corporation
Northwestern Public Housing Yancey, Mitchell, Rural North Dec-98 | Homeownership,
Regional Authority Avery, Watauga, West Education
Housing Alleghany, Wilkes,
Authority Ashe
Office of Private Non-Profit Cherokee, Clay, Rural West Jan-01 | Homeownership,
Economic Graham, Swain Education,
Opportunity Microenterprise
Passage Home Private Non-Profit Wake Urban North Mar-99 | Housing
Central
Rowan-Iredell Credit Union Rowan, Iredell 1 Urban, 1 Central Nov-99 | Homeownership,
Credit Union Rural Education,
Microenterprise
Southeastern Community College | Columbus, Bladen, Rural South Mar-99 | Homeownership,
Community Brunswick, Robeson East Education,
College Microenterprise
West Greenville | Community Pitt, City of Rural East Jan-02 | Homeownership
CDC Development Greenville
Corporation
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Western Private Non-Profit Henderson, Rural West Oct-01 | Homeownership,
Carolina Transylvania Education,
Community Microenterprise
Action

Western Regional Council of | Alexander, Burke, 3 Rural, 1 West Mar-99 | Homeownership
Piedmont Governments Caldwell, Catawba Urban

Council of

Governments

Wilmington Housing Authority New Hanover Urban South Aug-99 | Homeownership,
Housing East Education,
Authority Microenterprise
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IDA PROGRAM CONTACT INFORMATION:

Statewide Coordinating Agencies

North Carolina | DA and Asset
Building Collaborative

North Carolina Department of L abor

Shayna Simpson-Hall
Executive Director

PO Box 17588

Raeigh, NC 27619
(919) 834-0666 ext. 225

Jason Cannon

4 West Edenton St

Raeigh, NC 27601-1092
(919) 733-1387
jcannon@mail.dol.state.nc.us

Division of Community Assistance— North
Carolina Department of Commerce

Vickie Miller

4313 Mail Service Center

Raeigh, NC 27699-4313
vmiller@dca.commerce.state.nc.us

The Affordable Housing Coalition of Asheville and Buncombe County oper atesits
own IDA program and is also the umbreéla organization for IDA programs oper ated
by Eagle Market Streets Development Cor poration and the Mountain

Microenterprise Fund:

Affordable Housing Coalition of Asheville
and Buncombe County

Eagle Market Streets Development
Corporation

Charmayne Morrison
Charmaynem@ahcebc.org
Affordable Housing Coadlition
34 Wall Street, Suite 607
Asheville, NC 28807

(828) 259-9216 or 259-9518

Karen Dyer

kdyer @eaglemarketstreets.com
Eagle Market Streets

PO Box 3015

Asheville, NC 28802

(828) 281-1227

Mountain Microenterprise

Community Developer sof Beaufort-Hyde,
Inc.

Ellen Baker
elen@mtnmicro.org

Mt. Microenterprise Fund
29 %2 Page Avenue
Asheville, NC 28801
(828) 253-2834 ext. 15

Wade Home
wadehome@msn.com
PO Box 115
Belhaven, NC 27810
(252) 943-3058

22




Low Income Families Building Assets

Cabarrus County CDC Charlotte-M ecklenburg IDA Consortium
Louise Mack Sharon Lewis

Lmack@prodigy.net lewissf@co.mecklenburg.nc.us

Cabarrus County CDC Charlotte Mecklenburg IDA

PO Box 1095 201 Billingdey Rd.

Concord, NC 28206 Charlotte, NC 28211

(704) 786-7405 (704) 336-7972

ChoanokeArea Development Association

Davie County Department of Social

(CADA) Services

Sdlie Surface Karen Smith

surface@nc-cada.org Karen.smith@co.davie.nc.us

CADA Davie County DSS

PO Box 530 PO Box 517

Rich Square, NC 27869 Mocksville, NC 27028 (336) 751-8805

(252) 539-4155

Durham Regional Financial Center East Carolina Community Development,
Inc. (ECCDI)

Michdle Reavis Christy Montanye

cccsfssmr@hotmail.com

Durham Regional Financia Center
413 E. Chapel Hill St.

Durham, NC 27701

(919) 688-3381

East Carolina Community Development, Inc.
315 Turner S

Beaufort, NC 28516

(252) 504-399%6

Edgecombe County Department of Social
Services

Gaston Community Action

Latasha Williams

Latasha williams2000@yahoo.com
Edgecombe County DSS

301 S. Fairview Rd.

Rocky Mount, NC 27801

(252) 985-5086

CynthiaVinson
Crv1123@prodigy.net
Gaston Community Action
204 E. Main Street, Suite D
Lincolnton, NC 28092
(704) 748-9744

Experiment in Self-Reliance/For syth County Department of Housing

Dan Korndlis
1dwk38@earthlink.net
Forsyth Co. Dept of Housing
660 W. Fifth St.
Wingon-Salem, NC 27101
(336) 727-2540

Danny Haire

dhaire@eisr.org

Experiment in Sdf-Reliance, Inc.
PO Box 135

Wington-Salem, NC 27102

(336) 722-9400 ext 404

Johnston-L ee-Har nett Community Action

L exington Housing Development
Corporation

Marie Watson

jIhca@earthlink.net

Johnston-L ee-Harnett Community Action
PO Drawer 711

Smithfield, NC 27577

(919) 934-2145

T.J. Slaughter
lexhousing@lexcominc.net

Lexington Housing Development Corp.
PO Box 518

Lexington, NC 27293

(336) 236-1675
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M onroe-Union Community Development

Northwester n Regional Housing Authority

Corporation
Sadie Jenkins Wilma McDani€d
cmonroeuni @aol.com wmed@nwrha.com

Monroe-Union CDC

Northwest Regional Housing Authority

349 E. Franklin S. PO Box 2510

Monroe, NC 28112 Boone, NC 28607

(704) 283-8304 (828) 264-6683

Office of Economic Opportunity Passage Home, Inc.

Joan Furst Virginia Payne

oeomurphy @webworkz.com vpayne@passagehome.org

Office of Economic Opportunity Passage Home, Inc.

27 Hatchett St. PO Box 17588

Murphy, NC 28906 Rdeigh, NC 27619

(828) 835-3535 (919) 834-0666 ext. 227
Rowan-Iredell Credit Union Southeastern Community College
Sarah Lightner Robert Brooks

RowantIredell Credit Union Althea McAllister

PO Box 456 amcallister@mail .southeast.cc.nc.us
Sdlisbury, NC 28145 Southeastern Community College
(704) 637-6528 PO Box 151

Whiteville, NC 28472
(910) 642-7141 ext. 323

West Greenville-Pitt Community
Development Cor poration

Western Carolina Community Action

Barbara Fenner

wgcdclbf @aol.com

W. Greanville-Pitt CDC

706 W. 5" St.

Greenville, NC 27835-1605
(252) 752-9299 Fax: 752-7072

Pat Malinak

pmalinak@wcca.org

Western Carolina Community action
PO Box 685

Hendersonville, NC 28793

Western Piedmont Council of

Wilmington Housing Authority

Governments
Sherry Long Vicky Patton
dong@wpcog.dst.nc.us V patton@wha.net

W. Piedmont Council of Governments
PO Box 90260

Hickory, NC 28603

(828) 322-9191 ext 251

Wilmington Housing Authority
508 S. Front St.

Wilmington, NC 28401

(910) 341-3217 X241
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