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Child Development Accounts (CDAs)—specially designed accounts opened in children’s own
names—are a preventive, economic intervention that can complement investments made by
existing early childhood interventions and advance their mission of helping children reach their
full potential. Poverty is an inhibitor of children’s opportunities for educational and economic
advancement. Federal, state, and local governments have dedicated substantial resources to
mitigating the effects of poverty. CDAs are a complementary strategy with great potential but one
that is underutilized. The positive outcomes of CDA ownership and development can be supported
by appropriate policy design and by providing appropriate, intentional preparation to children

about their CDAs.

Early childhood interventions—a term often used to refer
to programs like pre-kindergarten, preschools, child
development centers, and Head Start—aim to prepare
children at birth or infancy through age eight for school
both developmentally and educationally and are designed to
lessen strains on the K-12 education system by reducing the

need for remediation.? Such interventions teach children

! When discussing early childhood interventions, we refer
mostly to center-based, preschool programs attended by
children in Head Start and child development centers. While
home-based programs (such as those where an
interdisciplinary team of teachers, early child development
specialists, speech and language pathologists, and physical and
occupational therapists visit with children in the home to
ensure proper acquisition of developmental milestones) are an
important part of early childhood intervention strategies, they
are not the primary focus.

2 US Census Bureau, 2012a; These numbers are hard to count.
For example, Head Start reports having served over 1 million
children ages birth to 5 years during the 2011-2012 fiscal year
across all their programs from preschool to child and
pregnancy care (US Department of Health & Human Services,
2012).

things like grasping abstract concepts, counting numbers,
reciting the alphabet, social skills, and expanding
vocabulary—skills important for achieving success in
kindergarten and beyond. By the time these children reach
ages five or six, they will join the approximately 3 million
who annually enroll in kindergarten, a milestone widely
considered to be the start of children’s educational careers
and the foundation on which they will build the rest of their

lives.3

In these ways, early childhood interventions intend to
supplement families’ investments, prepare children for
their educational careers, and help children reach their full
potential. Each year, about 624,000 children participate in
early childhood interventions, approximately one quarter of
whom come from families with annual incomes below
$30,000 and almost half come from families with annual

incomes above $50,000. While beneficial to all children,

% US Census Bureau, 2012b.



these interventions may be particularly powerful for
children growing up in poverty and may prevent the effects
of poverty that emerge later in life. As will be discussed,
these interventions make short-term developmental and
educational investments in children that families may
otherwise be unable to afford. Likewise, families also need
opportunities to make short- and long-term economic

investments in their children.

While beneficial to all children, early
childhood interventions may be particularly

powerful for children growing up in poverty.

This paper begins to build a case for Child Development
Accounts (CDAs) as an early childhood intervention with
the potential to complement existing early childhood
interventions given the similarities between their goals and
outcomes. CDAs also provide opportunities for families to
make economic investments in their children. Combined,
CDAs and early childhood interventions may prepare
children for success in kindergarten and beyond, especially
for those living in poverty. CDAs delivered at age five or six
and earlier may help existing early childhood interventions
advance their aims—ultimately ensuring that children
living in poverty grow up with expanded opportunities for
success and improved life chances already afforded to their

higher-income or financially secure peers.

By situating poverty as an inhibitor of children’s
opportunities for educational and economic advancement
and explaining the role of early childhood interventions for
mitigating the effects of poverty, we can then evaluate the
potential of CDAs to mitigate these effects. Given that
CDAs are accounts opened in children’s names at birth or
shortly thereafter, ownership and development are reviewed
to understand how to prepare young children to become the
owners of CDAs. The paper concludes with policy design

considerations for CDAs as an early childhood intervention

and incorporating concepts of children’s ownership and

development into CDAs.

Poverty Inhibits Children’s
Opportunities for Educational and
Economic Advancement

Disparities exist in children’s ability to benefit from
economic investments that prepare them for enrollment
into kindergarten and for their future educational and
economic advancement. Take, for example, the child who
grows up in a financially secure or higher-income family
with the resources to make economic investments in their
development and educational achievement, like affording
educational and developmentally appropriate toys, the latest
technology, and trips to parks and museums. With the
capacity to make these important investments, the family
helps prepare their child for counting numbers and reciting
the alphabet and likely expects them to achieve
developmentally and educationally. These expectations may
in turn continue to shape how the family interacts with and
invests in their child.4 In addition to basic needs,’ the
family may be able to afford economic investments for
services like lawn care, car repair, etc. that free up their
time and much-needed mental energy for remaining
consistent, engaged, and effective caregivers. The family
may also be able to afford to save for their child’s future
education or inheritance, potentially setting their child up
with opportunities for educational and economic

advancement in their adult years.

In comparison, the child whose family is not financially
secure—particularly a lower-income family living near or
below the poverty line—is not afforded these same luxuries,
nor are they guaranteed to arrive at kindergarten with the

preparations needed to achieve.® The lower-income family

* Gray, Clancy, M. Sherraden, Wagner, & Miller-Cribbs,
2012.

> Leventhal & Newman, 2010; Sun & Li, 2011,

® Notably, these realities may have less to do with families’
willingness to provide stimulating learning environments for
their children and more to do with their financial capacity to
do so. Caution is warranted against associating children's
developmental and academic preparation with families'
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may also be unable to afford economic investments to make
their lives and time efficient, meaning they may experience
constraints that limit the amount and quality of time spent
with their child—tradeoffs that may help to secure basic
needs, but crowd out the mental energy needed to prepare
their child developmentally or educationally or to promote
positive expectations for the future.” Without the resources
to make economic investments, any high expectations that
the lower-income family has for their child may erode over
time. Any plans to save for their child’s future education or

inheritance may be out of reach.

Children have no control over the economic
resources of the families into which they are
born or raised, yet the abundance or scarcity
of economic resources dramatically shapes

their life chances.

Children have no control over the economic resources of
the families into which they are born or raised, yet the
abundance or scarcity of economic resources dramatically
shapes their life chances. The effects of poverty have been
found to be especially detrimental when experienced early
in childhood.® By the time they reach kindergarten,
children living in poverty are well behind their higher-
income or financially secure peers. These early gaps are
maintained or expand across children’s educational
careers, meaning that children’s preparation for
kindergarten matters for the long-term. Poverty’s effects are

likely cumulative: the child who grows up in a family that

irresponsibility, particularly for children growing up in
poverty.

" Mullainathan & Shafir, 2013.

® Aber, Bennett, Conley, & Li, 1997; Brooks-Gunn & Duncan,
1997; Duncan, Yeung, Brooks-Gunn, & Smith, 1998; Farah,
Shera, Savage, et al., 2006; Williams Shanks & Robinson,
2013; Yeung & Conley, 2008.

° Bali & Alvarez, 2004; Phillips, Crouse, & Ralph, 1998;
Reardon, 2011.

cannot afford a stimulating environment to cultivate
foundational skills likely enrolls in kindergarten where they
fall behind their financially secure peers.'® These children
may struggle to catch up and may never do so, eventually
limiting their opportunities for educational and economic

advancement.

The child who performs well in kindergarten may
experience an upward achievement trajectory across their
educational careers, receiving and leveraging opportunities
that propel them even further ahead of their counterparts.
It is not a stretch to consider that early development and
educational achievement shaped by families’ economic
resources and investments serve as a foundation for life
chances since educational achievement is linked to labor

market participation, income, and asset accumulation.”

Early Childhood Interventions Mitigate
the Effects of Poverty

Early childhood interventions aim to narrow gaps created
by poverty through the investment in and provision of high
quality preschool education for children.'* Early childhood
interventions can supplement and augment families’
economic investments to improve educational and
economic advancement. In other words, early childhood
interventions make the short-term investments that
families may be unable to afford, as many of these
programs specifically target children living in poverty. Such
interventions may be paramount to closing gaps that only

widen across time if left unattended.”

While in recent years programs have taken criticisms and
absorbed budget cuts due to government sequestration and

austerity measures, success stories from around the

10 Campbell, Pungello, Miller-Johnson, Burchinal, & Ramey,
2001; Heckman & Raut, 2013; Siegler, 2009.

1 Mishel, Bivens, Gould, & Shierholz, 2012.

12 Currie, 2001; Stevens, 2012.

13 Campbell, Pungello, Miller-Johnson, Burchinal, & Ramey,
2001; Heckman & Raut, 2013; Siegler, 2009.

4 Chu, 2013; Sequestration was estimated to cut $400 million
from Head Start and affect approximately 700,000 young
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United States continue to offer encouragement for future
investment. New Jersey, for example, took the progressive
leap of mandating high-quality pre-kindergarten programs
for all three- and four-year-old children in the highest
poverty districts. All four-year-old children growing up in
Oklahoma receive a full year of free, high-quality pre-
kindergarten. Oklahoma children growing up in poverty are
eligible for even earlier interventions.’® The President’s
2014 State of the Union speech also renewed conversations
about early childhood interventions.” By investing in
interventions that serve young children, states like New
Jersey and Oklahoma are making powerful statements
about where and how limited budgetary resources should
be funneled to provide the best chances for mitigating the
effects of poverty on children’s educational and economic

advancement, and, ultimately, their life chances.

Investments in early childhood interventions have a
demonstrated history of success. Children’s attendance at
preschool programs in Head Start or child development
centers is related to experiencing short- and long-term
positive effects on educational achievement.® Early
childhood intervention program attendance is associated
with children’s improved outcomes in reading and math
achievement two to three years later.’9 Improvements in
achievement are important given that children can be
identified as being talented or gifted as early as
kindergarten,>® which may serve to track children
throughout their educational careers and shape later
educational opportunities. There may even be improved
outcomes as far as 25 years later, with links to higher
educational attainment, income, socio-economic status, and

health insurance coverage and lower rates of cardiovascular

children. In fact, appropriations have been reduced five out of
the last 10 years.

> Mead, 2009.

16 Kristof, 2013.

Y Lu, 2014; To watch President Obama’s State of the Union
speech, visit here: http://www.whitehouse.gov/sotu.

% Burger, 2010.

¥ Heckman, Moon, Pinto, Savelyev, & Yavitz, 2010;
Reynolds & Temple, 1998.

% Borland & Wright, 1994; Wright & Borland, 1993.

and metabolic diseases.** Benefits of investing in early
childhood programs may extend to the broader society via a
population that experiences improved college enrollment
and graduation rates, reduced income inequality, expanded
opportunities for economic advancement, and increased tax

revenues.>*

From this perspective, early childhood interventions take a
preventive approach to closing gaps created by poverty with
the potential for effects on individual children and society.
As we have learned on numerous occasions from the health
profession,® prevention is perhaps the best medicine.
Prevention suggests that interventions to reduce or
eliminate a problem should precede its potential for
occurrence. Rather than delivering expensive treatments
after a health condition emerges, it may be more effective
and cost efficient to prevent the condition in the first place.
Rather than intervening when children reach high school or
enter college or the labor market—Ilater educational and
economic outcomes linked to earlier developmental and
educational achievement—why not intervene earlier in the
life course? If we want to reduce or eliminate educational
and economic gaps and to improve the life chances of
children growing up in poverty, we should apply lessons
learned from prevention and introduce interventions early

in life.

Child Development Accounts Are an
Early Childhood Intervention

Child Development Accounts (CDAs) are uniquely
positioned to complement the poverty mitigation goals of
existing early childhood interventions by increasing the
investments families are able to make in their children in
the short-term and improving their educational and
economic advancement over time. In this way, CDAs
represent a preventive mechanism by leveraging children’s
early improvements in educational achievement and

maintaining or advancing them across the life course.

21 Campbell, Conti, Heckman, et al., 2014; Reynolds, Temple,
Ou, Arteaga, & White, 2011.

22 Heckman, 2006; Heckman & Raut, 2013.

2 Yancey, 2012.
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CDAs also provide families and their children with an
opportunity to make short- and long-term economic
investments like saving for future education. Thus, CDAs
make investments in children in ways that typical early
childhood interventions like Head Start and child
development centers cannot—by investing in children via

saving.

CDAs have been proposed as a mechanism for providing
savings accounts directly to children with particular
emphasis on access for those from lower-income
households.4# The America Saving for Personal
Investment, Retirement, and Education (ASPIRE) Act
proposes that CDAs be automatically opened at birth for
every newborn citizen with an initial $500 deposit with
which they can accrue savings and earn interest tax-free.?s
Notably, CDAs are opened in children’s names, signifying
that children are the owners and intended beneficiaries of
any accumulated savings. Children whose households’
incomes fall below certain thresholds are eligible to receive
subsidies to incentivize their saving, like dollar-for-dollar
matches on monies deposited into accounts. CDAs are
proposed to be used across the life course with withdrawals
permitted after age 18 toward expenses like education,

home ownership, and retirement.

Potential Effects on Educational and Economic
Advancement

CDAs aim to alter the trajectories of children’s educational
and economic futures and a growing body of research
provides some convincing evidence that CDAs may indeed
achieve this aim. It is hoped that children with CDAs—
particularly those from lower-income or less financially
secure families—can experience improved development

and educational achievement,2® increased college

2 Cramer, 2010; Cramer, Black, & King, 2014; Sherraden,
1991.

% The ASPIRE Act has been introduced into the US Congress
in the 108™ 109™ 110™ and 111™ Congresses; however, it has
not successfully passed into public law.

% Elliott, Jung, & Friedline, 2010; Huang, Sherraden, Kim, &
Clancy, 2014; 1t is notable that the study by Huang et al.
(2014) finds positive effects of CDAs on four-year-old

enrollment and graduation,®” reduced student loan
burdens,?® established and maintained relationships with
mainstream banking institutions,?® and diversified asset

portfolios3® as they advance across the life course.

CDAs are uniquely positioned to complement
the poverty mitigation goals of existing early
childhood interventions by increasing the
investments families are able to make in their
children in the short-term and improving
their educational and economic advancement

over time.

These relationships have been well-documented by research
conducted within the last decade. Even as early as age four,
children with CDAs experience positive effects on their
social-emotional development—effects that are more
pronounced among children growing up in lower-income
families.?* That is, children with CDAs may be more
competent in developing positive self-regulation and social
interaction than children without CDAs. Notably, early
childhood interventions also aim to positively affect
children’s social-emotional development. Over 6o studies

confirm the relationship between savings and educational

children's social-emotional development; however, they do not
find effects on children's cognitive development measured by
counting numbers, identifying colors, and recognizing letters.
Given that this is the first study to explore the effects of CDAs
on child development, more research is certainly needed.

2 Assets and Education Initiative (AEDI), 2013; Here, college
enrollment and graduation refers to any postsecondary
education or training including certificate programs,
vocational training, and two- and four-year institutions.

8 Elliott & Lewis, 2013.

# Friedline, Elliott, & Chowa, 2013; Friedline, Elliott, &

Nam, 2011.

% Friedline, Despard, & Chowa, in press; Friedline & Elliott,
2013.

* Huang, Sherraden, Kim, & Clancy, 2014.
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achievement.’* For instance, children ages 12 to 18 who
have savings accounts in their own names with a portion of
money designated for future schooling also score
significantly higher on math achievement tests, suggesting
a potential positive relationship between CDAs and
educational achievement.33 Their savings 1is also
significantly related to the development of positive future
expectations about their education. Children with savings
are two times more likely to be enrolled in or to have
graduated from college by the time they reach ages 17 to
23.34 Thus, research evidence supports the potential effects
of CDAs for improving children’s educational achievement
from the very beginning through the end of their

educational careers.3s

CDAs may also prepare children for their economic futures
like establishing and maintaining relationships with
mainstream banking institutions and diversifying their
asset portfolios—potential indicators of economic stability.
Approximately 33 studies confirm the benefits of children’s
savings for their future economic outcomes.3® Children are
two times more likely to own savings accounts, two times
more likely to own credit cards, and four times more likely
to own stocks when they have savings accounts earlier in
life, suggesting they may be able to use mainstream
banking institutions and their services as opposed to
predatory lending institutions like check cashing services.3”
These children also accumulate $1,900 more in savings and
$5,025 more in liquid assets—money that can go a long

way toward affording rent, groceries, car insurance, or

%2 AEDI, 2013.

% Elliott, 2009.

* Elliott & Beverly, 2011.

% It should be noted that the findings on the relationships
between CDAs and educational outcomes are mostly based on
savings accounts measured in mainstream banking institutions
and not CDAs as described in this paper. Though, recent
research by Huang, Sherraden, Kim, and Clancy (2014) tests
CDAs on social-emotional development. However, there is
reason to believe that the effects of CDAs may be more
pronounced on educational outcomes than accounts at
mainstream banking institutions because CDAs are designed
with education in mind.

% Friedline & Rauktis, 2014.

¥ Friedline & Elliott, 2013.

books for college.3® Moreover, savings accounts almost
always coincide with or precede the acquisition of and
investments in money market, stock, and retirement
accounts, indicating that CDAs are a gateway to asset
diversification and accumulation.3® Children with CDAs
may eventually invest more money in more diverse
portfolios. For example, a savings account contributes
$49.68 and stocks contribute $329.50 to accumulated
liquid assets, controlling for all relevant factors. The
combination of stock and retirement accounts contributes
the most to liquid asset accumulation—$5,283.05. Thus,
children with CDAs may experience better economic
stability as they get older through their relationships with
mainstream banking institutions, diverse asset portfolios,

and accumulated assets.4°

Taken together, children with CDAs may
experience early improvements in
development and educational achievement
that eventually translate into opportunities for

educational and economic advancement as

they grow older.

Taken together, children with CDAs may experience early

improvements in  development and educational

* Friedline & Song, 2013.

* Friedline, Johnson, & Hughes, 2014.

It should be noted that the findings on the relationships
between CDAs and economic outcomes are based on savings
accounts measured in mainstream banking institutions and not
CDAs as described in this paper. This means that findings
from research and their implications for CDAs should be
interpreted cautiously. However, there is reason to believe that
the effects of CDAs on economic outcomes might be more
pronounced than those from savings accounts at mainstream
banking institutions. This is because CDAs are designed to be
universally and automatically opened—so all children could
potentially experience economic benefits—and to provide
assistance with saving through incentives. Assistance with
saving may mean that children with CDAs could accumulate
more savings and liquid assets than what they do currently in
mainstream banking institutions.
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achievement that eventually translate into opportunities for
educational and economic advancement as they grow older.
Moreover, CDAs explicitly allow children and their families
to make investments in their educational and economic
advancement via saving. Research confirming these
relationships bolsters the potential of CDAs as an effective
intervention that can prepare children for advancement in
the future and can narrow gaps before they become difficult

and costly to reverse.

These effects are largely believed to take place when
children, triggered by the psychological process of
ownership over their CDAs, develop positive identities of
themselves in the future and behave in ways that are
congruent with those positive future identities.# It is
believed that CDAs may improve children’s short- and long-
term educational and economic advancement in part by
giving them “a stake in their futures” and empowering
them to engage in present activities that are meaningful for
achieving their desired future goals.#* In this way, CDAs
may produce similar effects on educational and economic
advancement generated by early childhood interventions.
Even though families and children do not withdraw money
to spend on specific, short-term activities from CDAs as
they were originally conceived, research still finds positive
effects on children’s short- and long-term educational and
economic advancement shaped by their psychological and
behavioral changes as a result of account ownership.43 The
fact that children are the owners and beneficiaries of their
CDAs empowers them to imagine possibilities and to plan
for their futures. If this is true, then the concept of
ownership over CDAs may be more than just opening an
account in a child’s name in which a parent saves on their
child’s behalf. Ownership may mean that children believe

their savings accounts belong to them. 44

*1 Elliott, Destin, & Friedline, 2011.

“ AEDI, 2013; Elliott, 2012.

** AEDI, 2013; Huang, Sherraden, Kim, & Clancy, 2014.

* For young children, ownership may more accurately be
stated as co-ownership between children and parents,
particularly during an age when children lack the
developmental capabilities to take complete ownership and
control over their CDAs. For young children, CDAs might be

Developmental Theory of CDA Design

Two core principles relate to the potential effects of CDAs
and therefore may be tied to CDA design: ownership and
development. As aforementioned, children are the owners
and beneficiaries of CDAs opened in their names and as
such, designing CDAs with children’s ownership in mind
may enhance effects on educational and economic
advancement via their positive future identities. Along
these lines, if children are the owners of their CDAs and
ownership consists of thinking about and interacting with
their CDAs, then it may be prudent to design CDAs to
facilitate ownership in correspondence with their
developmental capabilities. That is, children’s ownership
over their CDAs may be facilitated differently as they grow
up based on their achievement of developmental
milestones like thinking abstractly, counting numbers, and

using future-tense language.

Ownership

Imagine you have just been given a new assignment at
work and you are in charge. You get to define the goals and
objectives for the assignment, choose the staff who will
assist you in carrying out these goals and objectives, and set
deadlines for completion. Your supervisor requests regular
updates, asks for your input, makes suggestions, and
supports your progress; yet, as the person in charge, you
can exercise agency and control over the assignment’s
progression and ultimate path, seeing it through until the
end. Now imagine you are in charge of that same
assignment bestowed upon you by your supervisor.
However, during regular updates with your supervisor, they
change the goals and objectives that you defined for the
assignment. Perhaps your supervisor also replaces some of
the staff you chose to assist you with the assignment.45 In

the first scenario, you have a greater degree of autonomy

conceptualized as managed and supported by parents and
owned by children.

** Micromanagement in the workplace has been found among
other things to relate to dampened employee morale,
engagement, and job satisfaction. See for example Cho and
Poister (2013) or Leary, Green, Denson, Schoenfeld, Henley,
and Langford (2013).
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and can make decisions about your assignment. In the
second scenario, you are essentially the subordinate
carrying out the goals and objectives of your supervisor’s

assignment with little ownership over the end result.

Similarly, imagine the child who has been given the task of
completing a school assignment—her reading homework.
The reading assignment may be hard with big words and
new ideas, but the child struggles through with minimal
supports from her parent. She completes her assignment,
proud of herself deciphering big words and learning new
ideas. Now imagine the parent who, upon seeing how
challenging the assignment is for their child or becoming
impatient with their child’s slow progress, completes the
assignment on the child’s behalf. In both scenarios the
assignment has been completed; however, only in the first
was the child able exercise agency and control over the
outcome. These examples illustrate how ownership—
operationalized by exercising agency and control—are
bestowed upon and can play out in different aspects of our
lives. Likewise, ownership can be applied to the economic

aspects of our lives, including savings accounts.

Ownership refers to an individual’s ability to exercise
agency or control over objects or ideas.4® A savings account
can be thought of as both an object and an idea and as such,
there are different processes over which ownership of an
account may be established. In some instances, ownership
is described as being bestowed upon and formalized
through a legal process,4” like owning a savings account. A
legal document like bank paperwork filled out with a Social
Security number ties account ownership to an individual
and can be disputed in a court of law. This legal process
likens account ownership to an object. Children are legal
owners of savings accounts that have been opened in their
names, for example. In other instances, ownership is
described as a psychological process,*® like feeling and

perceiving that a savings account belongs to the owner even

“® Beggan & Brown, 1994.

" Etzioni, 1991.

“ Kalish & Anderson, 2011; Furby, 1980; Van Dyne &
Pierce, 2004.

if she is not the only one making deposits or decisions
about investments. This psychological process likens
account ownership to an idea. The legal and psychological
processes of ownership may apply to savings accounts in
children’s names because they believe the accounts belong
to them and are the beneficiaries of accumulated savings.
Even though their parents may sometimes make decisions
about the accounts, children remain the intended—and in
most cases, the legal—Dbeneficiaries of accumulated
savings. In essence, children can be the owners of accounts
supported and managed by parents. A child has agency to
make decisions about the savings account in both

examples.

Ownership may integrate savings accounts
into the self, producing positive effects on
financial

children’s educational and

outcomes.

Ownership may integrate savings accounts into the self,
producing positive effects on children’s educational and
financial outcomes.49 The meaning children may assign to
savings accounts and the interpretation of the meaning for
their educational futures suggests savings accounts in
children’s names signal that saving is linked to future
education.’® This implies that saving is an important
strategy to pay for college and that it is consistent with
family and cultural norms. Moreover, ownership over
savings accounts allows children to integrate the account as
part of their selves,” helping them to develop the identity of
being college-bound. In this example, the meaning children
ascribe to savings accounts in their names is as an effective
tool for saving and achieving their desired outcomes, in
turn reinforcing a college-bound identity and making

college enrollment and graduation more likely. Following

9 Elliott & Sherraden, 2013.
0 Elliott & Sherraden, 2013.
%1 Belk, 1988; Elliott, Friedline, & Kakoti, 2013.
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this logic, children might not ascribe this meaning to CDAs
should they not perceive themselves as the account owners
or beneficiaries; likewise, they might not experience the
educational effects of a college-bound identity. The same
may be true for effects on economic outcomes.’* Accounts
in children’s names may suggest to children that they can
use their accounts to shape their economic futures and in

the process instill in children an identity as a saver.

When savings accounts are not in children’s names,
children might not associate savings accounts with their
own aims or perceive them to be an extension of the self,
losing some power to shape children’s attitudes and
expectations about the likelihood of outcomes.?> From this
perspective, the proximity of the savings account to the
child may help them psychologically associate ownership.54
For example, when asked to identify the owner of a toy,
children associate ownership with possession. The first
person to touch or play with the toy—the person in closest
proximity to the toy and the person to interact with it before
any others—is identified as the owner significantly more
often. Children infer ownership based on possession and
can do so at early ages, often by employing this first
possession heuristic.5 Children as young as two can infer
ownership to tangible objects; by age five or six, they can
infer ownership to intangible objects like ideas and future
identities.’® What this suggests is that children—especially
young children—may infer ownership of savings accounts
to themselves if accounts are in their names and if children
are able to interact with their accounts, simultaneously
linking intangible ideas and future identities to the tangible
nature of accounts. Otherwise, children may infer
ownership to their parents. This might explain why
accounts in children’s names produce effects on outcomes
that are distinct from accounts in which parents save on
their children’s behalf.57

°2 Eriedline, 2014; Friedline & Showalter, 2013.
%3 Elliott, Friedline, & Kakoti, 2013.

> Beggan & Brown, 1994; Friedman, 2008.

*® Friedman, 2008; Friedman & Neary, 2008.

% Fasig, 2000; Olson & Shaw, 2011.

" Friedline, 2014; Friedline & Showalter, 2013.

In the aforementioned scenario, the child completing her
reading homework derives ownership from having
exercised agency and control over the assignment. While
parental guidance, encouragement, and support are
expected via helping to sound out big words or define new
ideas, the parent’s completion of the homework assignment
on their child’s behalf is not.’® This same understanding of
ownership can be applied to saving. Just as parents might
avoid doing their children’s homework so that their
children could reap the benefits of having owned their hard
work, parents might avoid doing their children’s saving. Of
course, parental guidance, encouragement, and support
with saving are expected. Parents may remind children
about their savings accounts, take them to the bank to make
deposits, and give them money to make deposits. However,
children are capable of exercising agency and control over
their savings accounts in ways similar to the agency and
control they exercise over their reading homework, and
should be allowed to do so. Children can impact and use
their savings accounts with facilitation from and support of
parents, particularly early in life before children develop the

capability and resources to save on their own.

Development

Children may acquire different abilities to exercise agency
and control over their CDAs as they grow up, passing
through critical milestones in development. Take for
example the two-year-old child who passively goes on
errands to the bank with her parent to make deposits into
her savings account, compared to the five-year-old child
who initiates the setting aside of her birthday or holiday
money and making her own deposits into her savings
account. The two-year-old child may not be able to verbalize
how or why the parent makes deposits into the savings
account; however, the five-year-old child has developed

abilities in cognition and language that facilitate her verbal

*® Though, we recognize that well-intentioned parents from all
levels of the socio-economic spectrum may surrender to filling
in the assignment answers themselves after having seen their
children struggle with difficult homework.
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explanations of savings accounts and deposits.59 While the
child may initially have a passive role in saving, she may
eventually be able to take an active role with the support of
her parent that affords her greater ability to exercise agency.
Developmental changes also underlie and facilitate this
transition from passive to active roles, preparing children to
own their accounts. Therefore, it may be helpful to
understand how children become developmentally capable
of owning their savings accounts—particularly in early
childhood around the age of five or six that coincides with

kindergarten enrollment.

Just as parents might avoid doing their
children’s homework so that their children
could reap the benefits of having owned their
hard work, parents might avoid doing their

children’s saving.

Early childhood—the years leading up to and encompassing
kindergarten enrollment at age five or six—is a time of
extensive developmental change and the milestones
reached at this age serve as a foundation for milestones
achieved in mid and late childhood. At this young age,
children think about banks as a place for storage or may
even consider saving in a bank as synonymous with losing
money.°® Children age five or six can employ saving
strategies like not spending any money or alternating
between spending and saving, though their strategies are
less sophisticated and are met with success less often than
their older counterparts—suggesting support from parents
may be warranted at this early age. Young children’s
nebulous understanding of the bank or saving behaviors—

abstract concepts and behaviors with which they have few

% Even if young children's verbal explanations about savings
accounts, deposits, and banks are inaccurate or “fuzzy,” these
children still have the cognitive and linguistic developmental
abilities to express their newly forming ideas and
understandings.

% jahoda & France, 1979; Sonuga-Barke & Webley, 1993.

direct and active experiences—may be due in part to their
limited developmental capabilities. That is, young children
have a hard time integrating separate and abstract
economic concepts because their minds are still growing

and changing.

This should not be taken to mean that young children are
not knowledgeable enough or that they are developmentally
incapable of saving or of owning their accounts.® Early
opportunities to save may make use of an important time in
children’s development by influencing them when they
may be most impressionable.®? In fact, children may make
notable developmental gains in economic knowledge and
behavior and may move through these milestones more
quickly when they have early experiences with saving.®3 For
instance, the 7 Can Save savings program included children
in kindergarten and first grade at approximately age five or
six.4 Children in the 7 Can Save treatment group received
savings accounts, incentives to save, and financial
education.® These children saved an average of $8 per
month over a two-year period with the support of their
parents. If children and parents saved this amount each
month beginning in kindergarten and continuing until they
graduated high school (a 13-year period), their savings could
accumulate to $1,248 before interest. Children are
developmentally capable of exercising ownership over
accounts as a saving strategy if given supports and early

opportunities.

Children at age five or six also make extensive gains in
cognition and language evidenced by their ability to store
and retrieve information and provide verbal explanations.
For example, children can focus on single aspects of a ball

like its color or shape, though they have difficulty focusing

¢ Elliott, M.S. Sherraden, Johnson, & Guo, 2010; M.S.
Sherraden, Peters, Wagner, Guo, & Clancy, 2013.

%2 See Bruck and Ceci (1999) and Scullin and Ceci (2001) for
more information about the impressionability of young
children.

% Ng 1983, 1985.

% Elliott, M.S. Sherraden, et al., 2010; M.S. Sherraden,
Johnson, Elliott, Porterfield, & Rainford, 2007.

6 M.S. Sherraden, Johnson, et al., 2007.
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on both aspects simultaneously.®® A single focus on the ball
as red or round—rather than considering color and shape
simultaneously—is evidence that children have mental
capacity for storing information, though this capacity is
limited.®” Children at age five can use their memory to
store and retrieve the necessary information to carry out
simple behaviors to complete tasks. Thus, with the support
of parents, children can carry out simple behaviors like
making deposits into their CDAs; however, calculating their
future account balance based on current deposit and

interest rates may be too difficult a behavior at this age.

Children are developmentally capable of
exercising ownership over accounts as a
saving strategy if given supports and early

opportunities.

Young children also begin to use more complex language at
age five or six.®® Children develop an emergent ability to
use hypothetical and tense speech at the age of five or six,
meaning they can accurately use words like “some” or “all”
to describe scenarios (“some ” children play with the red
ball).®9 Children age four or five are also capable of using
tenses to differentiate the past and future from the present
(some children “were playing” with the ball yesterday).7®
When asked to locate events like birthdays and holidays on
a picture (e.g., Will it happen very soon, a very long time
from now, or an in-between amount of time from now?),
children at age five locate events more accurately than
children at age four.” With regards to their CDAs, children
may be able to verbalize such hypothetical thoughts as, “I

%0 Zelazo, 2004.

%7 Zelazo, 2004.

% Harner, 1976; Kuczaj & Daly, 1979; Rice, Wexler, &
Hershberger, 1998; Wagner, 2001.

% Harner, 1976; Kuczaj & Daly, 1979; Rice, Wexler, &
Hershberger, 1998.

" Friedman, 2000, 2002, 2005; Friedman & Kemp, 1998;
Wagner, 2001.

™ Friedman, 2000.

will have more money if I save,” or “The savings I deposited

yesterday can help pay for my college in the future.”

By early childhood, children can already assign ownership
to their accounts, use language to articulate the importance
of saving, produce future tense (relevant since saving is
thought of as a future-oriented behavior), and carry out
simple behaviors like practicing emergent saving strategies.
This suggests CDAs opened before or concurrently with
early childhood at age five or six may become integrated as

part of children’s development.

There are two reasons why this would be an advantageous
approach. First, if CDAs are truly an early childhood
intervention, then their introduction should occur
concurrently with other early childhood interventions and
precede the development and educational achievement that
these interventions hope to affect. Second, when children
are able to develop concurrently with CDA ownership, they
can engage in experiential learning and apply their
economic knowledge and behavior, cognitive, and language
development to their CDAs. In other words, the child with a
CDA whose parent has been talking to her about saving and
taking her on trips to the bank since birth likely has
developed the language and vocabulary to explain saving.
She may also be able to comprehend the abstract, intangible
characteristics of her CDA—depositing money into her
CDA is saving for her future and is not the same as losing
money (even though the money “disappears” into her

account).

When combined, CDAs and early childhood
interventions may be complementary and
powerful levers for helping all children reach

their full potential.

The child without a CDA may not have these benefits of

experiential learning. Concepts from ownership and
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development are useful for forming a comprehensive
understanding of the potential policy impact of CDAs on
children. Given what we now know, we may need to design
our CDA policies in ways that take children’s ownership

and development into account.

Policy Design Considerations

CDAs and early childhood interventions have similar aims
of preparing children for educational and economic success
by making short- and long-term investments and focusing
on children from poor families. They also produce similar
effects on educational and economic advancement across
the life course. When combined, CDAs and early childhood
interventions may be complementary and powerful levers

for helping all children reach their full potential.

Some programs are already beginning to recognize CDAs
as an early childhood intervention, making their pairing
with existing interventions explicit. These programs include
the well-known Kindergarten to College (K2C) savings
program in San Francisco that began in 2010 and the more
recent savings program in Cuyahoga County, Ohio that
began in 2013. Maine’s Harold Alfond College Challenge
recently announced the automatic opening of 529 college
savings plans for all children in the state at birth, making
explicit the link between saving and education.”? Of
particular interest is the Mississippi College Savings
Account (MS CSA) Program that was implemented in 20u
in cooperation with Hope Credit Union and local early
childhood development centers.”? Children and their
families enrolled in early childhood development and Head
Start centers had the opportunity to open savings accounts
to invest in future college education. Children received an
initial $50 deposit into their accounts and dollar-for-dollar

matches for any additional monies deposited. Financial

"2 Clancy & Sherraden, 2014.

" See the following websites for more information:
http://www.hopecu.org/index.php/news/press-releases/366-
mississippi-children-save-for-college-with-pilot-program; and
http://cfed.org/blog/inclusiveeconomy/mississippi_college_sa
vings_account_program_launch/.

education and field trips to banks were among some of the

activities incorporated into the curriculum.

There are important considerations for CDA policy design
based on what we know about their role as an early
childhood intervention and relationships with children’s
ownership and development. If CDAs are to truly be
considered an early childhood intervention and an
investment in children’s futures, then they may need to be
adapted to facilitate children’s ownership and to coincide
with children’s developmental milestones. Given that CDAs
are to be owned by children and intended to span
developmental milestones ranging from birth to adulthood,
it is important to know how ownership and development
might complement CDAs. This speaks to the best strategies
for children’s savings and successful CDA implementation
and is especially important if children are to own and
interact with their CDAs. Thus, policy considerations
emphasize how features of CDAs could be designed based

on children’s ownership and development.

If CDAs are to truly be considered an early
childhood intervention and an investment in
children’s futures, then they may need to be
adapted to facilitate children’s ownership and
to coincide with children’s developmental

milestones.

These policy considerations are primarily geared toward
CDAs introduced in early childhood—at the same time as
or concurrently with existing early childhood
interventions—and range from opening accounts in
children’s names to adapting to meet changing saving
needs across the life course. However, the policy
considerations drawn here are preliminary given limited
research on the relationships between CDAs, ownership,

and development, and additional research is needed.
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Open CDAs in Children’s Names to Cue Their
Ownership Over Accounts

Savings accounts opened in children’s names may signal
ownership based on the first possession heuristic. This may
be crucial since children attribute ownership to the person
who first possessed an object and children express
preferences for objects that they own.7# Opening CDAs in
children’s names can signal that they are the owners of the
accounts and beneficiaries of accumulated savings—even if
a parent helps them save or makes deposits on their behalf.
Bank statements and other communications directed to
children that explicitly list them as owners may facilitate the
designation of ownership. This designation is important
because children may think about and interact differently
with accounts that they own, gaining knowledge about the
world of money and finances and practice with using
savings to plan for the future—and becoming financially
capable along the way.”s In addition, evidence suggests
children may innately and mentally designate their savings
for future goals like college attendance;?® thus, children
attach ownership to their accounts and to their future
identity as a college student, perhaps making their
improved educational achievement and college attendance

more likely.77

Leverage Language to Message and Market CDAs,
Making the Future Feel More Proximal

Another consideration is that CDAs may leverage children’s
language development by making the future feel more
proximal and incorporating future oriented language.
Children develop an emergent ability to use tenses and
hypothetical speech at the age of five or six.”® This means
that they do not yet make consistent distinctions between
present and future. By its very nature, saving is a future
oriented behavior. Because language is connected to

attitude and behavior in complex ways, taking advantage of

™ Friedman, 2000.

® M.S. Sherraden, 2013.

'® Friedline, Elliott, & Nam, 2012.

" AEDI, 2013.

"8 Harner, 1976; Rice, Wexler, & Hershberger, 1998; Wagner,
2001.

how children talk about time in the context of saving may
help to amplify asset accumulation. Research has found
that speakers of languages that do not require distinct
tenses for present and future events save more (e.g., “she
goes to school tomorrow” versus “she will go to school
tomorrow”).”9 Speakers of languages like English that
require distinct tenses might develop beliefs about the
timing of events, making them less likely to save or to put
off saving until tomorrow.?° In a sense, young children’s
underdeveloped use of tense may serve to predispose them
to save now for the future. A child at age five who cannot
yet believe or verbalize what it means for college to be 12
years away might also not grasp why she shouldn’t have
immediacy in saving for that future expense. In contrast,
the parent who knows college is 12 years away may put off

saving.

Along these lines, CDAs should be introduced as a way to
practice future oriented thoughts and behaviors in the
present, using future tense language to emphasize goals.
One way to manipulate children’s linguistic predisposition
could be to link the future to the present, making it feel
more proximal. This idea is consistent with making college
feel close rather than far away to keep children’s college-
bound identities at the top of mind.3' Phrases like, “The
future is now” might use language to express the urgency

of future saving goals.

Allow CDAs to Facilitate Saving Toward Short- and
Long-Term Goals

CDAs by their very nature allow children to act out “the
future is now.” This is because CDAs are opened in early
childhood and geared in part for saving toward college.
Even though children may initially only comprehend short-
term time order of events and saving goals, their CDAs are
still linked to long-term saving goals. A design that allows
saving for short- and long-term expenses lets children

practice saving for goals to be achieved in the coming weeks

" Chen, 2013.
8 Chen, 2013.
8 AEDI, 2013.
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and months and to do so in concert with their development;
meanwhile, the design encourages children to plan for and
think about saving in the present for expenses that correlate
with future identities to be realized in the coming years.
The benefits of such a design are many. Children can work
toward and realize short-term saving goals, perhaps giving
them confidence in their efforts for long-term saving and
making their investments into savings accounts more
likely. Early successes with saving for short-term goals give
children quick and timely feedback about their behaviors,
perhaps helping them to internalize saving as a realistic
strategy for achieving long-term goals. Supporting children
as they save for short- and long-term expenses also
recognizes hierarchically-arranged needs for which they
might save (saving for a new school uniform and saving for
college).8> These needs transition as children advance
through the life course. Eventually, saving for college may

transition to saving for retirement.

Early successes with saving for short-term
goals give children quick and timely feedback
about their behaviors, perhaps helping them
to internalize saving as a realistic strategy for

achieving long-term goals.

A CDA design that allows for short- and long-term expenses
also serves the purpose of helping children and families to
make short-term economic investments when these
investments may be needed across children’s educational
careers. For instance, a child may save for a book, a trip to
the museum, or even childcare with a CDA design that
allows withdrawals for short-term goals. Such economic
investments facilitated by the allowance of saving for short-
term goals may help nurture her development and
educational achievement—investments in which her family

might not otherwise be able to afford.

8 Xiao & Anderson, 1997; Xiao & Noring, 1994.

Integrate Desired Rules or Norms about Saving
Into CDAs as Part of Their Messaging and
Marketing

Children have trouble switching perspectives after first
being given a rule. While research has applied this to tasks
that require children to switch between identifying the
shapes and colors of an object, findings may also apply to
abstract rules about saving. For instance, if some of the first
rules young children learn about saving are that “My family
does not save,” or “Banks cannot be trusted,” then it is
logical to consider that this is the rule children are primed
to follow. Likewise, children may learn rules like “Saving is
good,” or “The bank is a safe place to put my money,” or
“Saving can help me achieve my goals.” Until children
develop the ability to reevaluate these rules from different
perspectives or to receive information that contradicts these
rules, children’s interpretations of their CDAs may be
based in part on these first rules. Thus, the importance of
incorporating desired rules and norms about saving into

the messaging of CDAs shouldn’t be understated.

Incorporate Tangible, Observable Characteristics
to Make Abstract CDAs Comprehensible to Young
Children

Children develop increased cognitive ability to grasp
abstract concepts and to consider objects from multiple
aspects at approximately age five.?3 Savings accounts in and
of themselves are abstract—they do not have a color or
shape by which children can sort their dimensions. While
they retain other qualities, such as being a place to deposit
and store money, young children struggle to understand
that depositing money into savings accounts is not the
same as losing their money. This is not to suggest that
young children cannot interact with a savings account;
simply that CDAs may need to acquire some tangible or
observable characteristics that facilitate children’s
understanding of something so abstract. Giving children
cues with observable characteristics, like a deposit slip with
colors and pictures to represent their saving, may also help

young children understand the abstract nature of their

8 Zelazo, 2004.
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savings accounts until they develop the ability for abstract
thought. Piggy banks are often used to symbolize saving—
an observable characteristic that could serve as a savings

account mascot of sorts.

Incorporate Cues into CDAs that Can Prime
Saving Behaviors

With limited capacity to process information, children rely
on external cues from which their knowledge and behaviors
can be primed. Default options on savings accounts like
direct payroll deposit or automated reminders about saving
prime knowledge and behaviors for adults.®+ However,
these default options are not necessarily productive for
children given the informal ways they earn income, their
reliance on their families to provide environmental cues,
and the confines of their cognitive-psychological
development at young ages.?5 Children may need different
cues to prime their saving behaviors, making it easier for
them to store and retrieve information about saving. For
instance, a child may remember making a deposit into her
savings account last week (or even a few hours earlier);
however, she may be unable to produce the amount
spontaneously when asked or to indicate how much more
she needs to save to achieve her goal. A visual cue like a
colorful deposit slip with a picture of a thermometer
showing how much she has saved toward her goal could
serve as a cue that primes her knowledge about her savings
account. Designating every Monday as “bank day” at her
school, for example, could serve as a cue that primes her

saving behaviors and facilitates regular account deposits.

Design CDAs to Grow with Children’s Saving
Needs across the Life Course

CDAs should meet children where they are
developmentally and grow with children’s saving needs
over time. An account structure that meets children’s
developmental needs (especially early in life) and adapts to

their saving needs makes logical sense if children are to use

8 Beverly, M. Sherraden, Cramer, et al., 2008.
8 Wheeler-Brooks & Scanlon, 2009; Spelke, 2000.

and maximize their CDAs across the life course.¢ If a CDA
is opened at birth, it is logical to consider that educational
expenses like a computer or uniform for school or college
tuition are some of the primary goals for which children are
saving. After having achieved goals like graduating from
high school or earning a college degree, saving goals may
transition to paying down student loans, acquiring stable
housing, and planning for retirement. This adaptation
allows CDAs to facilitate educational and economic
advancement across the life course. Initially, it may sound
impractical to develop CDAs that adapt as children grow
and remain scalable at the same time. However, this
concept is not much different from 4o1(k) and other
retirement plans—products well-integrated into the public
sphere and available from existing banking institutions—in
which investments are made based on age to retirement
and are adjusted as the account holder nears retirement.
For instance, a person opening a retirement account at age
25 may take a higher-risk investment given that she has
about 40 years to weather stock market fluctuations.
Higher-risk investments can transition to lower-risk
investments as a person nears retirement so as to not
expose their investments to stock fluctuations; in some
cases, these transitions can occur automatically. 529 college
savings plans can work this way, too, with the risk aligned
according to children’s ages and adjusted based on
expectations about and proximity to postsecondary

education.

Another example of an adaptable design comes from
Singapore’s rolling savings accounts, the first of which
opens automatically for all children at age six.}” Edusave
accounts are available for children ages six to 16 and are

used to maximize educational opportunities during primary

% Notably, an adaptable design could be incorporated into a
national model either using the Thrift Savings Program or 529
college savings plans. An adaptable design does not so much
represent the specific platform or mechanism for
implementing CDAs; rather, an adaptable design suggests how
the Thrift Savings Plan or 529 college savings plans might be
designed to incorporate adaptable features.

8 Loke & M. Sherraden, 2009.
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school years.®® Funded in part with annual contributions
from the government, children and their families use
savings accumulated in Edusave accounts for short-term
educational expenses like school supplies. When children
reach age 17, any remaining funds roll into their Post-
Secondary Education Account, where savings can be used
toward obtaining a college degree or other type of post-
secondary training. Funds that remain in their Post-
Secondary Education Account at age 30 roll into a Central
Provident Fund Account, where savings can be used toward
housing, healthcare, and retirement needs. This adaptable
design provides children and their families with one
savings account at a time that is designed for saving toward
expenses common to a specific stage of development; as
children transition through stages of development, any
remaining savings rolls into the next account for which they
save toward expenses common to their next stage of
development. Thus, Singapore’s rolling savings accounts
uses a product that is already readily available from existing
banking institutions and demonstrates how CDAs might
adapt to saving needs across the life course. Moreover, this
adaptable design facilitates economic advancement across

the life course.

Conclusions

Given that the effects of poverty emerge at such a young
age and have such detrimental effects on children’s life
chances via educational and economic advancement, early
and powerful interventions are needed. CDAs opened at
birth or shortly thereafter—particularly when they are
opened in tandem with and leverage other early childhood
interventions—may help to combat the effects of poverty

and help children to reach their full potential.

It could be asked why policies like CDAs are needed to
invest in children—aren’t families responsible for these
early investments? And aren’t public schools already
responsible for closing gaps in development and
educational achievement and promoting equality of

opportunity for educational and economic advancement,

8 |_oke & M. Sherraden, 2009.

starting at kindergarten enrollment? Conversations about
early childhood interventions would likely not be needed if
families and schools were equipped to make early
investments, close gaps, and provide equality of
opportunity. In other words, there would be no
developmental, educational achievement, or economic

related reasons to intervene.

Nonetheless, gaps emerge early in life and widen across
time despite families’ and schools’ best efforts. Lower-
income families may struggle to make the same early
investments in their children as higher-income or
financially secure families, meaning that children from
families in poverty may not start down paths with
opportunities for educational and economic success.
Schools, even those with the best resources and latest
technologies, still struggle to close gaps that have developed
over and become rooted in generations due to unjust
economic, social, historical, and political landscapes.89
Moreover, patterns in school funding parallel the patterns
of family poverty, suggesting that some schools are better
capacitated than others to address children’s gaps.9°
Relying on families and schools as the primary
interventions for children exacerbates the gaps given that

they are both so unequally capacitated.

Early childhood interventions emerged precisely to
ameliorate the burdens placed on families and schools to
reduce gaps in development and educational achievement
and to maximize the benefits to society that could be
generated by reduced gaps.? Investments in early
childhood interventions pay off not just for individuals, but
for societies, as well.92 As such, early childhood
interventions that invest in young children are vital for our
nation. CDAs are one piece of an early childhood

intervention strategy that provide families with an

8 Evans, 2005; Ladson-Billings, 2006.

% Downey, von Hippel, & Broh, 2004; Duncan & Murnane,
2011; Kozol, 1991.

91 National Dissemination Center for Children with
Disabilities, 2012; Shonkoff & Meisels, 1990.

%2 Heckman, 2006; Heckman & Raut, 2013.
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opportunity to make economic investments in their
children, leverage and maintain children’s early
improvements in  development and educational
achievement, and promote economic advancement. Taken
together, CDAs and early childhood interventions have the
potential to redress unequal landscapes across future
generations by giving children living in poverty
opportunities to excel academically and economically
beyond the limitations imposed by the circumstances of

where they started.

Terri Friedline is an Assistant Professor at the University of
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the Assets and Education Initiative, and a Research Fellow
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