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The question whether multi-year, intensive financial literacy programs aimed at helping those with low incomes and few assets

actually work out in the long-run has not yet been answered. The current study is the first to scrutinize the outcome of participation in

the Individual Development Account program in order to fill this void. The findings of a mail survey suggest that those who

completed the program are more likely to accumulate assets, continue saving, and establish investment accounts, compared to those

leaving the program prematurely. The influence of self-control and future orientation on savings behavior is discussed.
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Abstract
The question whether multi-year, intensive financial literacy programs aimed at helping those with low incomes and few assets

actually work out in the long-run has not yet been answered. The current study is the first to scrutinize the outcome of participation in the
Individual Development Account program in order to fill this void. The findings of a mail survey suggest that those who completed the
program are more likely to accumulate assets, continue saving, and establish investment accounts, compared to those leaving the program
prematurely. The influence of self-control and future orientation on savings behavior is discussed.

Conceptualization
Though saving is important to many low-income families, it can appear to be an impossible task in the context of a day-to-day effort

to make ends meet. A number of psychological factors hamper regular savings. The lower the income, the higher tends to be the rate of
time preference due to the many unfulfilled needs, which, in turn, leads to a lower willingness to delay gratification and to consider future
consequences of current financial choices. Procrastination and naivety about this tendency contribute to people’s belief that they will save
tomorrow even if they are not saving today. Loss aversion suggests that people weigh the reduction of disposable income due to savings
deposits more heavily than an equivalent future gain in consumption provided by the accumulated wealth.

The Individual Development Account (IDA) program has been designed with these factors in mind to help participants overcome
the barriers to regular savings. IDAs are tax-protected, matched savings accounts designed to help those with low incomes and few assets
to buy a home, capitalize a business, or fund higher education (Schreiner and Sherraden 2007). The current study is the first (to the best
of the investigators’ knowledge) to study the long-term outcomes of IDA program participation in order to answer the question whether
those who complete the program continue to save and accumulate assets.

Method
A survey was mailed to all 465 former participants of an IDA program provider in the Midwest using best survey practices. A total

of 164 usable questionnaires were returned (response rate: 43%); of those, 126 were returned by program graduates and 38 by program
dropouts. A weighting correction was applied to the data to account for non-responses using normalized inverses of modeled response
probabilities (Lohr 1999). The questionnaire inquired about six psychological (self-mastery; future orientation; self-control; economic
strain; finances since IDA program; finances in a year), four program-related (graduation, months passed since IDA program, months in
the program, asset type), nine financial (own checking/ savings/ investment/ credit card/ fixed-payment/ mortgage account; household
savings; credit card debt; decision authority), and nine basic demographic measures.

Major findings
Do IDA program graduates continue to save?
An OLS regression model was fit to the data using household savings as the dependent variable and the demographic, financial,

program-specific, and psychological metrics as independent variables. Program graduation emerged as a highly significant predictor of
household savings. Program graduation resulted in $341 higher household savings. Consistent with previous studies, we find future
orientation to increase household savings.


