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CHILD SAVINGS ACCOUNTS AND OTHER 
TAX-ADVANTAGED ACCOUNTS 

BENEFITING AMERICAN CHILDREN 

TUESDAY, MAY 21, 2024 

U.S. SENATE, 
COMMITTEE ON FINANCE, 

Washington, DC. 
The hearing was convened, pursuant to notice, at 10 a.m., in 

Room SD–215, Dirksen Senate Office Building, Hon. Ron Wyden 
(chairman of the committee) presiding. 

Present: Senators Bennet, Casey, Whitehouse, Crapo, Grassley, 
Thune, Daines, and Barrasso. 

Also present: Democratic staff: Drew Crouch, Senior Tax and 
ERISA Counsel; Grace Enda, Tax Policy Analyst; Jonathan Gold-
man, Senior Tax Counsel, International; and Joshua Sheinkman, 
Staff Director. Republican staff: Courtney Connell, Chief Tax Coun-
sel; Jamie Cummins, Senior Tax Counsel; and Gregg Richard, Staff 
Director. 

OPENING STATEMENT OF HON. RON WYDEN, A U.S. SENATOR 
FROM OREGON, CHAIRMAN, COMMITTEE ON FINANCE 

The CHAIRMAN. The committee will come to order. 
The Senate Finance Committee has a long and very bipartisan 

tradition of working together on issues that relate to helping Amer-
icans save. This morning’s hearing has a focus on child savings ac-
counts and other savings programs for kids, and it is another op-
portunity for the committee, on both sides of the dais, to bring for-
ward fresh ideas. There are a few key issues underpinning the dis-
cussion. 

First, my view is wealth inequality is still a major challenge for 
America. The gap between working people and those at the top 
narrowed a bit when Congress passed major economic rescue pro-
grams during the pandemic. Most of those programs have expired. 

Data from the Federal Reserve shows that the wealth gap is get-
ting worse for young people, who are paying more than ever for 
rent and education. Also, among young people in America, we are 
seeing a real drop-off in what has been the traditional American 
optimism about our wonderful country. A recent USA Today-Harris 
survey found that two-thirds of Gen Z and three quarters of 
millennials believe that they are not doing as well as their parents 
were doing at a young age. They are certainly bringing up impor-
tant reasons why they feel that way. 
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A study by an expert group called the Equality of Opportunity 
Project looked at how generations of Americans have fared eco-
nomically, relative to those who came before them. The research 
found that in the middle of the last century, 90 percent of Ameri-
cans out-earned their parents. These days, it is more like 50 per-
cent. 

Now, it is often said that getting an education is the surest way 
to guarantee your future. The fact, however, is many young people 
are better-educated than ever before, and they are still finding it 
hard to get ahead. And certainly if you are not born into wealth, 
being a young person in America leaves a lot of those young Ameri-
cans feeling like they are stuck underwater. 

Here today we have an opportunity to change that. There is big 
interest in using the tax code to help restore opportunity for kids 
and young people. So, this morning’s hearing kicks off our debate 
on the best ways to help Americans build their savings and get 
ahead. 

Child savings accounts, in my view, are a proposal with enor-
mous promise. We are lucky to have a number of champions for 
young people on this committee, none bigger than Senator Casey, 
whose 401Kids bill is really the gold standard when it comes to 
child savings account proposals. 

Now, the idea behind them is on Day One, a newborn child auto-
matically gets an account with some seed money that grows over 
time. Later on, with enough contributions, they are able to use it 
in a way that will help them live out the American Dream, whether 
it is getting an education, buying a home, or starting a business. 

These accounts—and I am going to close with this—they are 
really not some kind of radical, extreme concept. There are more 
than a hundred of these programs running in cities and States 
around the country. We are going to hear about one such program 
in the State of Maine, and these accounts are not all that different 
from some programs that exist in Federal statute, including the 
529 and Coverdells. 

In my view, this is the kind of idea—and we will probably hear 
this again over the course of the morning—that ought to bring 
Democrats and Republicans together. Saving is a bipartisan pri-
ority. There has been progress, but the numbers show that there 
is a lot more work to be done making sure that low-income families 
benefit. 

Child savings accounts can accomplish that in a few key ways: 
first, by opening accounts automatically, which breaks down a bar-
rier that keeps too many Americans from getting started; second, 
starting them with seed money. All the evidence from existing pro-
grams shows that money not only unlocks opportunities for kids, 
it is a smart investment. It goes right back into the economy down 
the road. 

So, there is a lot for the committee to discuss today. We very 
much look forward to working with Senator Casey and the entire 
committee, on both sides of the aisle, on these issues. If you are 
looking out for kids in America, and you have Senator Casey and 
some of my colleagues who have a long history in this, as my moth-
er would say, ‘‘you are running with the right crowd.’’ 
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[The prepared statement of Chairman Wyden appears in the ap-
pendix.] 

The CHAIRMAN. Senator Crapo? 

OPENING STATEMENT OF HON. MIKE CRAPO, 
A U.S. SENATOR FROM IDAHO 

Senator CRAPO. Thank you, Mr. Chairman. Today’s hearing pro-
vides an important opportunity to examine the ways working fami-
lies can save their hard-earned income for their children’s future. 

Only 2 years ago, this committee and others worked together in 
a bipartisan, bicameral fashion to expand retirement savings 
through the SECURE 2.0 Act. As we continue to monitor its imple-
mentation and the effects the law had on retirement savings, it is 
appropriate for us to explore other savings needs beyond just re-
tirement. 

Fortunately, Americans already have access to numerous savings 
options, whether it is saving for a specific purpose through a tax- 
advantaged account or saving through traditional savings vehicles. 

Tax-advantaged accounts allow benefits such as tax-free growth 
and withdrawals, making it easier and more efficient to save for a 
specific purpose. For example, 529 accounts can help families save 
for their children’s education experiences. Health Savings Accounts 
and flexible spending arrangements can be used to help eligible in-
dividuals save for medical expenses. Dependent-care FSAs can help 
workers save for expenses for dependents, such as after-school or 
in-home care for kids or other family members. And ABLE ac-
counts help those with disabilities save for critical tools like assist-
ive technology and transportation, to name just a few. 

Beyond these tax-advantaged accounts, Americans can also save 
through widely available traditional means, such as savings and 
brokerage accounts. And for children specifically, custodial ac-
counts, and even some child-specific accounts offered by some insti-
tutions, can help teach children the ins and outs of saving. When 
paired with proper financial education, more children and young 
adults can learn how to budget and save from an early age, car-
rying best practices on into adulthood. 

Any discussion concerning the options to save goes hand-in-hand 
with a conversation on the importance of planning and managing 
savings throughout one’s life. Part of that planning includes the 
need for many to consider seeking professional financial advice in 
order to create comprehensive savings strategies. 

Although families have access to many savings vehicles, navi-
gating this often-complex web of options can be daunting, and 
every family’s needs are different. Whether a family is saving for 
a down payment on a home or planning ahead for unforeseen emer-
gencies or health expenses, understanding what options are avail-
able is key. 

Effective planning becomes even more important at a time when 
Americans are experiencing inflation at levels not seen in decades. 
Higher costs of food, fuel, and housing eat up families’ disposable 
income and squeeze their ability to save. In fact, as compared to 
January 2021, average U.S. households are spending over $1,000 
extra each month just to maintain their standard of living. 
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Today’s witnesses will discuss all of these topics, and I look for-
ward to hearing how Congress can expand opportunities to save in 
a fiscally responsible manner. I also expect to hear testimony on 
child savings initiatives that some States have implemented. While 
I respect the steps some States are taking, implementing a similar 
program at the Federal level would come at a significant cost to 
taxpayers. Expanding options to save is a worthy goal, but we must 
do so in a way that does not exacerbate already out-of-control gov-
ernment spending or create another unsustainable government pro-
gram. 

To all of our witnesses, thank you for being here. I look forward 
to hearing your testimony. 

Thank you, Mr. Chairman. 
[The prepared statement of Senator Crapo appears in the appen-

dix.] 
The CHAIRMAN. Thank you, Senator Crapo. 
Professor William Elliott will be our first witness. He is from the 

University of Michigan School of Social Work, and is a leading re-
searcher in the field of child and college savings. He also has done 
a lot of outstanding work in wealth inequality. 

Then Ms. Colleen Quint, the president and CEO of the Alfond 
Scholarship Foundation, will go next. They award a $500 grant at 
birth to every Maine resident baby for their future education after 
high school. And I also note that she was at the George J. Mitchell 
Scholarship Research Institute. And Senator Mitchell, in addition 
to being part of the Senate leadership, is an alum of this com-
mittee, so we are glad to have you here. 

Veronique de Rugy is the George Gibbs chair in political economy 
and senior research fellow at the Mercatus Center, George Mason. 
Primary research interests include the U.S. economy, the Federal 
budget, taxation, tax competition, and cronyism. We welcome you. 

And then we have Adam Michel, director of tax policy studies at 
Cato, which focuses on analyzing the economic and budgetary ef-
fects of taxation in the United States. Prior to joining Cato, Dr. 
Michel served as Deputy Staff Director at the U.S. Congress at the 
Joint Economic Committee. We work closely with them as well. 

So, we welcome all of you. This is going to be a good debate. 
We will go with you to begin, Dr. Elliott. 

STATEMENT OF WILLIAM ELLIOTT, Ph.D., PROFESSOR OF SO-
CIAL WORK AND DIRECTOR, JOINT DOCTORAL PROGRAM IN 
SOCIAL WORK AND SOCIAL SCIENCE, UNIVERSITY OF MICHI-
GAN, ANN ARBOR, MI 

Dr. ELLIOTT. Chairman Wyden, Ranking Member Crapo, and dis-
tinguished members of the committee, it is an honor to testify be-
fore you today regarding the promise of children’s savings accounts 
for building wealth for children. I am grateful for the opportunity 
to address this committee and appreciate your continued attention 
to the urgency of wealth inequality—and to the potential of improv-
ing children’s chances through investments in children’s asset 
interventions. 

CSAs are asset-building accounts that provide a type of financial 
structure that can facilitate wealth accumulation from multiple 
sources, for the purpose of giving all children an equal opportunity 
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to reach their full potential. A group of CSA experts identified 
eight key principles for designing CSAs at scale: eligibility for all, 
automatic enrollment, automatic initial deposit, starting young, 
targeted additional deposits, centralized savings plan, investment 
growth, and simplified investment options. 

Importantly, the 401Kids bill includes seven of the eight prin-
ciples. As a practical example, you will hear more about how Maine 
is utilizing these principles in Colleen Quint’s testimony. By the 
end of 2023, there were 121 CSA programs in 39 States serving 5.8 
million children in the U.S. 

Currently, there are seven States with a statewide program: 
California, Illinois, Maine, Nebraska, Nevada, Pennsylvania, and 
Rhode Island. All seven States built their programs upon their 
State 529 savings plan. In the absence of passage of national CSA 
policy, some States and localities have developed their own chil-
dren’s savings initiatives. 

Without Federal funding, existing CSA programs provide rel-
atively small initial deposits ranging from $5 to $1,000. But re-
search shows CSAs still build wealth. For example, at age 14 the 
average treatment child in the SEED for Oklahoma Kids experi-
ment, a group that includes low-income and Black children, has 
about $4,373 in their account. 

So, even when family’s savings are minimal, significant assets 
accumulate in these types of accounts. CSAs provide an infrastruc-
ture for potentially leveling the playing field. Once every child has 
an account, it gives the government a tool like a water valve that 
can be used to control the flow of assets into households. By allow-
ing multiple streams of assets to flow into accounts, in addition to 
giving the government a valve, third parties such as extended fam-
ily members, employers, communities, as well as other entities, are 
also given access to smaller valves that can be used to increase the 
flow of assets going to low-income children. 

The potential for different types of assets flowing into a CSA 
makes them tools that can provide a way for not only government, 
but people and groups outside of the government to help finance 
college and reduce the racial wealth gap. Existing CSAs have been 
designed to not only give low-income children access to the asset 
arm—as opposed to the credit arm—of financial institutions to 
build wealth, but to pay for college, and for launching them into 
adulthood. 

They also have been shown to have an impact on children’s pre-
paredness for college. Research findings indicate that CSAs are as-
sociated with children’s early social and emotional development, 
math and reading scores, improved children’s educational expecta-
tions, and increasing the likelihood they enroll in and complete col-
lege. 

Research also shows effects on parents. CSAs increase parental 
educational expectations, reduce punitive parental practices, and 
reduce maternal depression, for example. Importantly, some find-
ings are consistently strong among low-income children, revealing 
that CSAs are the rare and valuable intervention that works best 
with those who need it most. 

In conclusion, children’s asset investments are more than just fi-
nancial benefits for higher education. They have demonstrated the 
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potential to transform the opportunity landscape, and in the proc-
ess to reset young people’s confidence in U.S. institutions and their 
ability to deliver equitable returns. 

In our context of rising student debt, encroaching artificial intel-
ligence disruptions, and considerable post-pandemic disruption, 
CSAs help create an environment for forming tangible hopes. What 
makes them tangible is that they give children a stake in the fu-
ture, their own and ours. They give them the power to purchase 
a piece of their future today. 

Thank you again for the opportunity to testify, and I look for-
ward to answering your questions. 

[The prepared statement of Dr. Elliott appears in the appendix.] 
The CHAIRMAN. Thank you, Dr. Elliott, and we will have some 

questions for you in a moment. 
Ms. Quint, welcome. 

STATEMENT OF COLLEEN J. QUINT, PRESIDENT AND CEO, 
ALFOND SCHOLARSHIP FOUNDATION, PORTLAND, ME 

Ms. QUINT. Thank you very much. Chairman Wyden, Ranking 
Member Crapo, and distinguished members of the Senate Finance 
Committee, my name is Colleen Quint. I am the president and 
CEO of the Alfond Scholarship Foundation located in the great 
State of Maine. It is a pleasure to be here today, and I thank you 
for the opportunity. 

For more than 15 years now, the Alfond Scholarship Foundation 
has been investing $500 at birth for Maine children. We started on 
an opt-in basis for the first 4 years or so, but since 2013 we have 
been doing that automatically for every baby born a Maine resi-
dent, and to date we have invested that $500 for about 156,000 
Maine children. 

So, it is a great program to be part of, and the oldest of our grant 
recipients are like sophomores in high school now, so we are just 
a couple of years away from beginning to disburse those funds as 
they begin their education. 

So, our CSA program reflects the vision of Maine businessman 
and philanthropist Harold Alfond. He really created the program to 
provide opportunity at what I call the micro and macro levels. So, 
at the micro level, it was really intended to have an impact on indi-
vidual children as they think about their path to the future. But 
on the macro level, it was very much intended to build a more edu-
cated workforce for a prosperous future for the State of Maine. 

Those benefits are really amplified, because it is invested at 
birth, so it has that 18 years to grow over time through market 
performance. And to be sure, there is real money invested in these 
accounts. To date, it is about $78 million from the foundation for 
those 156,000 children. 

Mr. Alfond’s vision was always very much that families would 
also contribute, and they have absolutely done that. In fact, fami-
lies have contributed about three times what the foundation has 
put in, about $236 million. But the median contribution, for the 
most recent quarter, from a Maine family was $255. 

So these are hardworking Maine families, many of them with 
modest means, who are doing what they can to lean in and con-
tribute to build that future pathway for their children. The funds 
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are all invested in NextGen529, which is Maine’s 529 plan, and 
those contributions from families have earned about $29 million in 
matching grants from the State. 

So, the total value of $344 million that has been invested actu-
ally, in the market, at least at the end of April, was worth $477 
million. So that is a lot of money for Maine kids, and to support 
the development of the State’s future workforce. 

The choice of 529s as a platform for our program was a very easy 
one for us. It was an existing platform. There was no need to re-
invent the wheel, and it is designed to save for higher education, 
which was the purpose Mr. Alfond had in mind. So we knew we 
could achieve both quality and scale with a very small staff—also, 
the ability of the 529s to support a wide variety of post-secondary 
education. A lot of people think of it in terms of bachelor’s or asso-
ciate’s degrees, but it can be used for many training and certificate 
programs, and even apprenticeships now. 

So that gives flexibility to students as they start their career 
path, and again fills a wider range of jobs and needs of employers 
across the State. We continue to be encouraged by additional ef-
forts by members of both the House and Senate, supported by 
members of Maine’s delegation, to expand the uses of 529s even 
further to include even more training and certificate programs. 

And Congress’s passage last year of SECURE 2.0, as Senator 
Crapo mentioned, was a big boon. We had a lot of Maine families 
who wanted to make that early investment for their child, but 
would say to us, ‘‘I do not know if my toddler is going to continue 
education after high school, and I want to make sure the money 
I am investing now will benefit them later on.’’ And now that un-
used funds in a 529 can roll over into a Roth IRA for retirement 
purposes, that has been something that has given families a lot of 
peace of mind and made them feel confident about investing that 
money for their child’s future. 

And of course, by investing that money at birth, that means we 
have 18 years not only for the money to grow, but it is also a plat-
form through which we can share information and resources and 
supports with students and families. Every quarter, they receive a 
communication from us that shows the current value of their 
Alfond grant, as well as, again, tips and resources for them as the 
child grows. It is a simple and streamlined document that is really 
designed to call out the market growth and to help build financial 
literacy for families who might not have experience investing. 

Like many CSA programs, My Alfond Grant has a small staff. 
There are 21⁄2 of us, and so we develop close partnerships with a 
lot of organizations across the State: hospitals, family-serving orga-
nizations, State agencies, employers. We have a lot of Maine em-
ployers; over 100 of them in fact offer payroll deduction for college 
savings to their employees. 

And so, what happens with the families is, when they find out 
about the program—not just from us, but it has been reinforced 
from other trusted sources—it builds trust for and engagement in 
the program. 

So, our belief and the early data seem to demonstrate that this 
early investment of $500 has an out-sized impact on family expec-
tations and aspirations, family savings behaviors, and family en-
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gagement around education. It is exciting to see Senator Casey’s 
proposed 401Kids savings account that would really take that sub-
stantial early investment nationwide, so that whether you live in 
Maine or California or Nebraska or any State, you would have that 
same kind of an opportunity. 

We do not have to imagine what a national platform would look 
like. We can see it happening now. There is a saying in politics: 
‘‘As Maine goes, so goes the Nation,’’ and now there is an oppor-
tunity to see that in policy as well. 

Thank you very much. 
[The prepared statement of Ms. Quint appears in the appendix.] 
The CHAIRMAN. Well said. 
Okay. Dr. de Rugy, welcome. Glad you are here. Please proceed. 

STATEMENT OF VERONIQUE de RUGY, Ph.D., GEORGE GIBBS 
CHAIR IN POLITICAL ECONOMY AND SENIOR RESEARCH 
FELLOW, MERCATUS CENTER, GEORGE MASON UNIVERSITY, 
FAIRFAX, VA 

Dr. DE RUGY. Thank you. Chairman Wyden, Ranking Member 
Crapo, members of the committee, thank you for having me. 

Finding ways to help children from low-income families become 
economically self-sufficient is a really worthy goal. Creating in-
roads to make sure everyone saves is one way to ensure that low- 
income children are well-positioned for the future. However, cre-
ating one more government program paid for with borrowing will 
very likely backfire. 

I would like to make three points today. First, our fiscal situation 
means that we should not create more government programs paid 
for with borrowing without significant offsets elsewhere. Second, 
trying to raise saving through government spending and debt is 
akin to fighting against windmills. Third, if Congress wants to en-
courage savings for low-income families, universal savings accounts 
are a much better solution. 

So first, our Federal debt is more than $34 trillion, up from $28.5 
trillion in 2021. Our debt-to-GDP ratio is close to 100 percent of 
GDP and heading to 166 percent in 30 years. While the debt-to- 
GDP ratio is lower than it was during the pandemic, most of the 
reduction is a result of inflation. And contrary to what some be-
lieve, it is too early to declare victory in the fight against inflation, 
which unfortunately hits lower-income households the most, as it 
eats away their savings and reduces the purchasing power of their 
income. 

Not only has the credit agency Fitch Ratings downgraded the 
Treasury debt, but soon we might be in even more trouble and un-
charted territory as Federal borrowing is projected to require an 
additional $120 trillion over the next 30 years. Rapidly increasing 
interest rates have also dramatically raised direct cost of service of 
the national debt. 

According to the CBO, this year alone interest payments will be 
at least $870 billion, which will have to be borrowed since we do 
not have the money. Since so much of our debt has a maturity of 
less than a year, it means that in 2024 Treasury will have to roll 
over or borrow over $10 trillion at a higher rate than we have been 
used to. 
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I am bringing all this up as evidence that it is irresponsible to 
create a new program that requires adding to the Federal debt. It 
is equally irresponsible to believe that, contrary to the economic lit-
erature on the topic, this deficit spending will pay for itself. It will 
not. If anything, it could make it harder for the Federal Reserve 
to finish the fight against inflation. 

Second, beyond the problem of creating a government program 
paid yet again with debt, persistently large public dissavings pose 
a fundamental economic challenge to policy aimed at boosting 
wealth and private savings. Economic research shows that increas-
ing public dissaving through deficit spending offsets and crowds out 
private saving. 

More debt also means an increased likelihood that future taxes 
will need to be raised to pay off the debt and its interest. The an-
ticipation of higher future taxes can discourage people from saving, 
as they expect to have less disposable income in the future. In 
other words, when this body adds to the debt, it essentially borrows 
from future generations to fund current spending. It is a transfer 
of wealth from future generations to the current generation. It is 
not an increase in spending. 

Instead of creating new spending, the government should priori-
tize placing the Federal budget in a sustainable long-term path to 
increase national savings. This could be achieved by implementing 
fiscal adjustment focused mostly on cutting spending rather than 
increasing taxes, as economic research has shown that spending 
cuts are more effective at reducing the debt-to-GDP ratio and pro-
moting long-term economic growth. Historically, nothing has been 
as effective as economic growth in enabling societies to improve the 
life chances of their members, including those at the very bottom. 

Third, to encourage saving, policymakers may want to consider 
enacting a more comprehensive savings program, such as a uni-
versal savings account. Universal savings accounts would allow 
workers to save in one simple account from which they could with-
draw without penalty for any expected or unexpected events in 
their lifetime, and at any time. 

Other restrictions from withdrawals imposed on all other savings 
accounts operate as a disincentive to save for those with limited re-
sources. Universal savings accounts have successfully increased 
savings among lower-income earners in the United Kingdom, South 
Africa, and Canada. They would also, like all other accounts, have 
the benefit of sheltering some income from the punishing double 
taxation that our tax code imposes, which I assume Dr. Michel will 
be talking about. 

Thank you very much. 
[The prepared statement of Dr. de Rugy appears in the appen-

dix.] 
The CHAIRMAN. Dr. de Rugy, my apologies. 
Dr. Michel? 

STATEMENT OF ADAM N. MICHEL, Ph.D., DIRECTOR OF TAX 
POLICY STUDIES, CATO INSTITUTE, WASHINGTON, DC 

Dr. MICHEL. Chairman Wyden, Ranking Member Crapo, and 
members of the committee, thank you for inviting me to testify 
today. 
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Saving is an important foundation for economic growth, personal 
well-being, and our kids’ futures. When policymakers decide that 
an activity like saving is important, the impulse is always to sub-
sidize more of it. Today, I encourage you to resist that impulse. Be-
fore designing new subsidy schemes with potentially negative ef-
fects and large fiscal costs, we should fix the places where govern-
ment policy is currently making saving harder, places where poorly 
designed taxes, expensive spending programs, and burdensome reg-
ulations create perverse incentives against putting money away for 
the future. 

For example, the tax code is a major impediment to savers. The 
income tax system double and triple taxes investment income, 
which discourages Americans from saving for their kids, for their 
retirement, for their dream of opening a business, or any of life’s 
other priorities. 

Our income is first taxed when we earn it by the income tax and 
the payroll tax. If we save some of our wages to spend in the fu-
ture, the government taxes us again. They tax us on any of the 
gains we make while waiting to spend our savings. Thankfully, the 
tax code has many features that reduce some of this built-in dis-
incentive to save. 

Qualified investment accounts like 401(k)s for retirement and 
529 plans for education protect some of our savings, but they come 
with complicated strings attached, complicated strings that discour-
age lower- and middle-income Americans from fully participating. 

Lower capital gains taxes, lower corporate income tax, and estate 
tax exemptions all protect savers from the tax code’s antisavings 
bias. That said, there is a lot more work that needs to be done to 
simplify and equalize the tax code’s treatment of savings. 

I will focus my remarks on the tax code, but it is also worth not-
ing that the trillions of dollars that the Federal Government 
spends each year on social welfare through Social Security, Medi-
care, and a long list of other programs also undermines incentives 
to save. This spending keeps people from putting their own money 
away, particularly for lower-income Americans who are most tar-
geted by government programs. 

Their personal savings has been displaced by unfunded promises 
of future government benefits. Instead of adding new subsidies for 
personal savings, Congress should simply step aside. You could 
start by ensuring that the 2017 tax cuts are made permanent, so 
that American families and businesses can have the certainty they 
need to plan and invest for the future. You could also continue to 
cut income tax rates, cut capital gains taxes, and cut business 
taxes to reduce existing disincentives to save in the tax code. 

Universal savings accounts, or USAs, would allow families to 
save for their kids or any of life’s other priorities. The flexibility of 
these accounts makes them best suited for lower- and middle- 
income Americans, as we have seen with the wild success of similar 
accounts in the UK and Canada. For example, almost 60 percent 
of Canadians own tax-free savings accounts, and more than half of 
those account holders earn the equivalent of about $37,000 a year. 
These accounts have helped increase savings and supported the 
rest of the Canadian savings ecosystem. 
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Tax cuts that are paired with cuts to spending programs that are 
currently crowding out personal wealth-building and threatening 
higher taxes in the future would be even more effective at allowing 
Americans to save for their own priorities. 

I will end with a quick reminder of the policy experiment we just 
finished running. During the pandemic, Americans accumulated 
more than $2 trillion in excess savings, following massive govern-
ment spending. Just a few short years later, that excess savings 
has been spent, and saving rates are again near historic lows. In 
this case, checks from the government fueled more inflation than 
they did wealth-building. Instead of subsidies, getting government 
policy out of the way is a more effective means at supporting Amer-
ican savers. 

Thank you, and I look forward to your questions. 
[The prepared statement of Dr. Michel appears in the appendix.] 
The CHAIRMAN. Thank you, Dr. Michel. 
Let me start with you, Professor Elliott. I was struck, as we kind 

of prepared for this, seeing some of what is coming from Oklahoma, 
certainly a State that is pretty conservative in its politics, and they 
have undertaken, I gather, a kind of experimental, innovative ap-
proach with respect to kids and parents. 

I gather that you have been doing some analysis of it and that 
it seems to be a very significant benefit to families, based on what 
they have seen. I would be interested in your elaborating a little 
bit. I gather that the program in Oklahoma is called the SEED pro-
gram. I would be interested in what you are picking up and if there 
are some benefits that the research indicates are particularly worth 
studying as we go forward with Senator Casey’s legislation and this 
debate. 

Dr. ELLIOTT. Thank you, Senator. Yes, I have to first of all give 
credit to Michael Sherraden, who is kind of the godfather and guru 
of asset-building at Washington University in St. Louis. His center, 
called the Center for Social Development, actually is doing the 
analysis on SEED OK. I certainly am familiar with that research, 
and I am a part of that center as well. 

And so, what they found, interestingly enough, is that children’s 
savings account not only impact wealth-building, but they also im-
pact early educational outcomes. 

As we talk about early investment and why it might be impor-
tant and why savings is important, what we are finding is that 
even with relatively small amounts—they have an initial deposit of 
$1,000 in these accounts—these kids experience greater social and 
emotional development, something we know is very predictive later 
in life of both educational and economic outcomes of children. 

It produces things like improving parents’ maternal depression. 
It reduces depression among parents, mothers in particular. It ef-
fects things like parental practices: they are less likely to spank 
their kids, and use different kinds of parental practices when they 
have access to these accounts. 

It changes the expectations of kids and their parents. So, parents 
who have these savings accounts have higher expectations that 
their kids will go to college. Research outside of SEED OK also 
shows that when they have these accounts, parents are much more 
likely to talk to their kids about going to college, and that this is 
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a really important mechanism for improving their children’s expec-
tations for college. 

So, it is also kind of like a two-generational approach, where 
these savings accounts, relatively small investments, are impacting 
the outcomes of children early on, their parents, and the parents’ 
communications with their kids. 

The CHAIRMAN. Okay. We are going to want to ask you some 
more questions down the road as this discussion in Oklahoma with 
the SEED program continues. 

Now for you, Ms. Quint, my own view is that our country needs 
as many cost-effective, smart approaches as possible to give kids a 
hand up. And I believe that a child tax credit and a child savings 
account are a good fit together. I would be interested in hearing 
your thoughts on it, and I gather you have either written or dis-
cussed this along the way at some point, stressing that these two 
work well together and meet different needs, and would be a very 
good combination for the Finance Committee to look at in a bipar-
tisan way. 

Ms. QUINT. Yes, thank you, Senator Wyden, for the question. So, 
I guess I would say a couple of things about that. One is that I do 
think that if you are looking at kind of meeting needs now, the 
Child Tax Credit and other interventions like that help families 
meet current needs: getting food on the table and doing what they 
need to to get through today. But something like a CSA account 
gives them that hope for the future. Dr. Elliott uses a phrase often 
called ‘‘tangible hope,’’ which I think is a really wonderful way of 
capturing what that is all about. 

And so, to be able to do both of those things at the same time— 
we know from the CSA piece that really it changes behaviors and 
is motivating to families in different ways, and I think that is the 
piece that really gives you the prospect of changing a pathway or 
a trajectory for a child over time. 

I think that that is really kind of the magic that gives, again, a 
pretty outsized impact for the relatively modest investment that is 
made up front. But it changes the orientation of the family to think 
not just about today, but about tomorrow as well. 

The CHAIRMAN. Very good. 
Senator Crapo? 
Senator CRAPO. Thank you, Mr. Chairman. 
And I will start out with you, Dr. de Rugy. You mentioned the 

value of universal savings accounts as an option in terms of evalu-
ating how we should approach this issue. Could you explain a little 
bit more why you believe the universal savings account approach 
is the better approach to follow? 

Dr. DE RUGY. Sure. I mean, I would like to say first that I think 
the first, best solution would be to actually reform the tax code to 
remove the disincentives to save that Dr. Michel has talked about, 
because ultimately these accounts, the reason they exist is to actu-
ally try to alleviate that double taxation of income. 

So that is the first thing. And then the second—or maybe actu-
ally the first is, putting our country on a fiscally sustainable path 
is really a priority otherwise. 

Yes, universal savings accounts have a benefit that they do not 
discourage savings for those who are concerned that the conditions 
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for withdrawal, all the regulation and the penalty for early with-
drawals, would stop them from addressing an emergency in their 
family if they have saved away money in these accounts. 

So the beauty of universal savings accounts is that a family can 
save up to a certain level tax-free. I think it functions like a Roth 
in countries where it has been operated. So, you put in income that 
has been taxed, but you can actually withdraw the money without 
penalty for whatever reason when you need it. 

The reason why it encourages savings beyond the tax advantage 
is that again, it does not lock your money. If you have any anxiety 
about what the future will bring, then you can withdraw the 
money. 

Senator CRAPO. Thank you very much. 
And, Dr. Michel, I would like to follow up with you on the same 

line. I actually agree with your answer, Dr. de Rugy, about the fact 
that we need to fix our fiscal policy and stop eating away the value 
of savings and disincentivizing savings. 

But, Dr. Michel, could you follow up on that, and as you do, I 
would like to ask you specifically to comment: when you talk about 
the double taxation or even triple taxation of savings—I think you 
mentioned the corporate tax. I believe that the corporate tax does 
have a significant impact on retirement savings, and it is one of the 
parts of our economy that pays the corporate tax. Could you com-
ment on that? 

Dr. MICHEL. Yes; thank you for the question. On universal sav-
ings accounts, I second everything that Dr. de Rugy said and add 
that USAs, I see them as an on-ramp to the rest of the savings eco-
system that we currently have, for people who are frankly scared 
of locking their money up until retirement, or having to earmark 
it for education. 

It gives them the flexibility to choose what they want to save for, 
and allows more people access to the systems that frankly are pri-
marily used by people who can make those long-term planning de-
cisions, who do not need to withdraw money next year or 2 years 
down the road or however long it may be. And we have seen—this 
has been borne out in the UK and Canada. The accounts are widely 
used across the income distribution, and are widely popular and 
very successful. 

On the corporate income tax, for investments that are made in 
equities where the returns come from C corporations, the corporate 
income tax is a big cost to those businesses and lowers the after- 
tax return on those investments. And so, to the extent that you 
lower the corporate income tax, you are going to encourage addi-
tional investment in savings by those entities. 

And so, one of the things we saw after the 2017 Tax Cuts and 
Jobs Act—we reduced the corporate income tax from the highest 
rate in the developed world to something about average. Business 
investment increased, and that increases productivity, increases 
wages, and has sort of broader economic benefits as well. 

Senator CRAPO. And many retirees don’t actually manage a large 
part of their own investment portfolio. Those are pension plans and 
other types of investments; is that correct? 



14 

Dr. MICHEL. Correct. Most people are invested in indexed funds 
or target date funds, which are primarily invested in large corpora-
tions that pay the corporate income tax. 

Senator CRAPO. All right. Thank you very much. 
The CHAIRMAN. Thank you. 
Senator Thune? 
Senator THUNE. Thank you, Mr. Chairman, to you and Ranking 

Member Crapo for having this hearing today. 
Dr. Michel, let me start off with you. In your testimony, you 

highlight how different features of the tax code both incentivize 
and disincentivize families to save and plan for the future. You also 
mentioned that Congress should be focused on making permanent 
the Tax Cuts and Jobs Act. To that end, beyond simply reducing 
rates across all tax brackets, what do you believe TCJA got right 
in helping Americans improve their capacity to put money away? 
And then as a followup, what are some things within the tax code 
that Congress should be thinking about to better assist Americans 
who want to plan and save for the future? 

Dr. MICHEL. Thank you for the question. I will start where you 
ended. I think, as we have been discussing, universal savings ac-
counts would be a great addition to the next round of tax reform, 
as we are making large portions of the TCJA permanent and then 
expanding on those gains. 

In addition to the corporate income tax reduction that we have 
been discussing, full business expensing—the ability to write off in-
vestments in the year that you make them—was a significant boon 
for growth and investment, and just as important, if not more im-
portant than the rate reductions. 

So, when we are thinking about tax reform, we want to be im-
proving the tax base as well as lowering the rates. So, expensing 
was an important feature and, unfortunately, one of the things 
that’s expiring currently. 

Senator THUNE. Thank you. 
Dr. de Rugy, in your testimony you say that research concludes 

our national debt and high deficit are adversely affecting families 
and their ability to save. I am interested in if you could explain 
this correlation for the committee, and how a lower debt-to-GDP 
ratio would encourage more families to plan and to save for the fu-
ture. 

Dr. DE RUGY. Sure. So when the government, if the government 
puts money in an account and has to borrow for it, it needs to take 
that money. It can crowd out private savings in the process. 

But one of the big distortions that it creates is that today’s debt 
means future taxes. So effectively, what you are doing is, since the 
U.S., I assume, intends to repay its debt—and we have primary 
deficits as far as the eye can see—it is going to have to raise taxes 
or cut spending significantly, or do a mix of both. 

And as a result, basically what you are doing is, you are giving 
with one hand and in the future, you are raising the taxes of future 
generations. The anticipation of these increasing taxes could actu-
ally create disincentive to save for people, because they are expect-
ing they are going to have less disposable income going forward. 

There is another way actually that the debt can create a dis-
incentive to save. There is enormous literature that shows that 
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debt, government debt actually slows growth, and slowing growth 
means less money for people, which then turns into less saving. 

I mean it has—other than the economic issues, it actually creates 
a lot of dysfunction. It creates troubles, less tolerance. I mean, we 
want growth. So everything that Congress can do to actually pro-
mote growth is important for savings, but it is important beyond 
savings. 

And finally, I will say that if Congress were tempted to actually 
grow the economy by spending more money, again the review of the 
literature would say that it is not a good idea, because the multi-
plier—which is basically the impact on economic growth for the 
money that we spend—is very often below one. 

So it means that you will spend $1, which you take in the private 
sector, and you will get much less than $1 in return. That creates 
no economic growth, and it certainly creates then, further down the 
road, disincentive to save, and it really does not promote wealth. 

Senator THUNE. So, I am a big believer in progrowth policies to 
get greater growth in the economy, and the rule of thumb that I 
have always seen or heard is that for every 1 percentage point in-
crease in GDP, it generates about $3 trillion in additional tax rev-
enue over a 10-year period. So, it helps with the deficit issue. 

If you have progrowth policy, you are getting growth in the econ-
omy. But I am just curious. The data supports the idea that bor-
rowing, that debt, reduces the rate of growth. 

Dr. DE RUGY. Yes. I mean, there are two different ways of look-
ing at it. It is like the mechanism by which debt, basically spend-
ing and paying for the spending with debt, creates less growth. It 
is through the crowding out and the expectation of future taxes and 
all of this. 

But there is also the more macro literature that shows—actually 
there are over 40 studies that have been done since the Great Re-
cession that actually show that high government debt slows down 
the economy. I mean, it is a pretty common now and noncontrover-
sial finding in the literature. 

Senator THUNE. All right; great. Thank you. 
Thank you, Mr. Chairman. 
The CHAIRMAN. I thank my colleague. We are waiting for other 

members to come, and I am going to just ask a couple of additional 
questions and give Senator Crapo a chance to do the same as we 
wait for our colleagues. 

So, one of the issues that I always think is central, as we talk 
about new ideas and new approaches, is you have to reinvent the 
wheel. In other words, you have to go out there and set up all 
kinds of new stuff that is cumbersome and the like. 

I think, Ms. Quint, you all and others have looked at this and 
have said, ‘‘Hey, wait a minute here.’’ We are using—in the 100 
programs, and I think yours as well—we are using existing archi-
tecture. We are using essentially the 529 model. 

And I heard our colleagues, Dr. de Rugy and Dr. Michel, cer-
tainly making important points about not going out and creating 
new stuff or spending money where you do not have to, and I cer-
tainly share that view. 

I was struck, and I thought it would be worth—I see Senator 
Daines is here, a valuable member of the committee, and I just 
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want to get an answer to this one, and then we will go right to our 
colleague. But we do not have to reinvent the wheel. We have exist-
ing architecture, is that right? 

Ms. QUINT. Yes, that is exactly right, Senator Wyden. And I 
think Mr. Alfond was a savvy and flinty New England business-
man, and he did not want to spend more on administration or to 
create something anew that already existed. So, the 529s really are 
designed to do exactly what we wanted to do. 

So, having that already established platform was really impor-
tant to our program, and the vast majority of CSA programs across 
the country do use that 529 platform. It also allows for contribu-
tions from multiple sources, which has been really important. 

Obviously, the invested funds have an opportunity for growth 
over time. Investment options are often streamlined into like an 
age-based portfolio or a year of enrollment, which kind of simplifies 
things and provides that platform for communications also, as a 
way of really kind of working with families over the years as their 
child grows. 

And you know, the broad permissible uses—I spoke about this a 
moment ago. But in our program, we always say ‘‘education after 
high school.’’ We try not to use the word ‘‘college.’’ We certainly do 
not say ‘‘post-secondary education,’’ because nobody in Maine says 
‘‘post-secondary education.’’ They just say ‘‘college.’’ But by that, 
they have a too-narrow definition, and it can be used again for 
many training and certificate programs, and apprenticeship pro-
grams. Congress is now considering even expanded uses. SECURE 
2.0, as we talked about before, allows them to roll over to Roth 
IRAs. And then of course 401Kids, the legislation sponsored by 
Senator Casey, would expand to home ownership and entrepre-
neurship. 

So, when we are talking about growth, these are kinds of assets 
that can help families grow their own wealth and opportunity over 
time in a way that we believe will eventually have generational im-
pacts. 

The CHAIRMAN. Okay. 
Senator Daines? 
Senator DAINES. Mr. Chairman, thank you. 
Well, thanks to Bidenomics, Montanans are spending on average 

$1,100 more per month than they were before President Biden took 
office. Inflation is high, the interest rates are high, home prices are 
high, making home buying nearly impossible for the average Amer-
ican. 

It is getting harder and harder to live in our beautiful State, not 
to mention to build savings for themselves and their children’s fu-
ture. In fact, just last month I attended an inflation roundtable 
with local Montanans in Billings who shared this same concern. 

In fact, Montana has the third highest home-price-to-income 
ratio in the entire United States, reflecting the lasting impact infla-
tion has had. Wages are not keeping up with housing prices, in 
part due to the reckless spending we have seen from this adminis-
tration. 

Interesting to note that Kamala Harris has broken more ties as 
Vice President than any Vice President in our Nation’s history. She 
is now the gold medalist. She has surpassed both John Calhoun 
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and John Adams. We have had 47 Vice Presidents; she is number 
one in tie-breaking votes after just a little over 3 years, and both 
Calhoun and Adams served 8-year terms. Some of these tie votes 
have been massively consequential in terms of spending. Nearly $4 
trillion where every Republican voted ‘‘no’’ on that massive COVID 
spending package. Every Republican voted ‘‘no’’ on the so-called In-
flation Reduction Act, totaling nearly $4 trillion when looking over 
a 10-year horizon. And Kamala Harris broke the tie to allow both 
of those massive spending bills to pass. 

Owning a home is one of the top ways that people build long- 
term wealth for themselves and their families. I grew up in the 
home construction business. My dad was, in fact still is, alive and 
director at the National Association of Home Builders. Dad turns 
85 next month and he is a proud homebuilder. It is how we kept 
food on the table. 

In his State of the Union address, President Biden proposed tril-
lions of dollars in misguided housing subsidies. This tax-and-spend 
agenda will do nothing to fix this problem, but only make it more 
expensive for Montana families. These tax credits just throw money 
at one problem to distract from costs rising elsewhere, creating an 
endless Democrat-driven spending cycle. 

Dr. Michel, can you explain why the housing policies outlined in 
President Biden’s State of the Union address are harmful? 

Dr. MICHEL. Thank you for the question, Senator. The funda-
mental problem of the new tax credits, as proposed by President 
Biden, is, they are going after the wrong problem. The housing 
market is—housing costs are elevated because there is a supply 
constraint on builders because of costs of inputs, because of local 
and State regulations on where you can build and what type of 
building you can do. 

And so, instead of throwing money at the problem on the demand 
side, we will only inflate prices if you cannot expand supply. And 
so reform should be focused on the supply side. How do we build 
more houses? How do we make it easier for people to build? That 
is where these efforts should be focused. Throwing money at the 
problem simply makes the concerns of inflation and the rest of 
what you have highlighted just that much worse. 

Senator DAINES. I saw, with Jamie Dimon here a few weeks ago, 
The Wall Street Journal talked about how he says interest rates 
may actually stay closer to 8 percent over the longer haul, for var-
ious reasons. But one of the reasons that he suggested was where 
monetary policy driven by the Fed starts to take more of a sec-
ondary position to fiscal out-of-control policy here, driven by mas-
sive deficits and debt here in Washington. 

And of course, those who buy our debt every day at the debt auc-
tions, the rates will have to be maybe inching upwards to keep our 
debt attractive to buyers. This is again a real concern. It ties right 
back to the housing problem, around why rates may indeed stay 
higher for longer periods of time, which pushes a lot of middle- 
income families out of the market. 

Let me just say this in closing. I do not think Americans can af-
ford these dangerous policies. We should incentivize putting their 
savings toward their home purchases, rather than continuing down 
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an irresponsible path of out-of-control spending that this adminis-
tration has started. 

I appreciate the chairman’s interest in supporting children. I 
hope we can work together in passing my Child Tax Credit for 
Pregnant Moms Act to do just that. Thanks for the conversation. 

I yield back. 
The CHAIRMAN. I thank my colleague. 
We are going to go to Senator Bennet in a second. But just let 

us reflect for a quick second on the fact that, if the Senate wants 
to take a progrowth step quickly with research and development 
and bonus depreciation policies that there is enormous support for 
here and in the business community—it got 357 votes—all we have 
to do is pull the bill down from the House of Representatives. It 
got 357 votes, and we need to figure out how to work together and 
pass something that is progrowth and paid for, every single nickel 
paid for. So, I am interested in working with my colleague, and of 
course the ranking member. 

Senator Bennet? 
Senator BENNET. Thank you, Mr. Chairman. Thank you to you 

and Senator Crapo, the ranking member, for holding this hearing. 
Thank you to the witnesses for being here. We really appreciate it. 

Professor Elliott, your testimony highlights how inequality con-
tinues for low-income children, low-wealth children who are actu-
ally able to obtain a college degree in this country. Could you dis-
cuss the current research showing disparities and economic bene-
fits of a college degree for children from low-income backgrounds 
versus higher-income families? 

Dr. ELLIOTT. Yes, Senator. So bachelor’s degrees—right now 
there is a growing body of research. It is not something we started 
looking at a whole lot until more recently. 

But low-income bachelor’s degree holders earn about one-third 
less than high-income earners. And so their degree, even though 
they obtain the college degree, kind of the American dream, they 
end up not earning as much. 

Also, Black families with a head of household who’s a college 
graduate have about 33 percent less wealth than White households 
with no high school degree, who dropped out of high school, right? 
And so, there is this gross wealth inequality when it comes to—— 

Senator BENNET. Say that again? Say that again, Dr. Elliott. 
Dr. ELLIOTT. Yes. Black families with a head of household who 

graduated from college have about 33 percent less wealth than 
White families with a head of household who dropped out of high 
school, right? So, it just really emphasizes—— 

Senator BENNET. You are saying that African American college 
graduates versus White high school dropouts, in terms of 
wealth—— 

Dr. ELLIOTT. Yes; and we see the same kind of stats with regard 
to even college enrollment between high-achieving Black families 
and low-achieving White families. They are much more likely to go 
to college than Black families. And so there is this gross inequality 
happening within our system. 

Senator BENNET. But that gross inequality, though, continues 
even beyond the college degree is what you are saying, and there 
are some people who have said, well, the solution to all this mas-
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sive income inequality in our country is that everybody needs to get 
a college degree. 

The reality in the United States is that—to put it slightly dif-
ferently than you put it, it is my understanding that on average, 
if you are an African-American graduate of college in the United 
States, you are earning less than a White high school graduate in 
the United States. 

Dr. ELLIOTT. And I want to expand that, sir, beyond race. I 
mean, it is also the case that for White low-income families who 
graduate from college and are low-income, earn less than White 
higher-income college graduates. And so, this is both a race and a 
nonrace issue. 

Senator BENNET. Dr. Elliott, could you talk a little bit about 
what you think some of the solutions are here to change those tra-
jectories? How do Pell Grants, for example, maybe relate to the 
conversation that we are having? 

Are there other ways to keep people from situations where in 
order to try to get ahead, they are digging themselves deeper and 
deeper and deeper into debt that is making it more difficult for 
them to be able to get footing underneath them—you know, a 
generational footing underneath themselves and their families? 

Dr. ELLIOTT. I think that is one of the beautiful things about the 
401Kids bill by Senator Casey, right? It really would provide kids 
with enough money to pay for college, and so that means they do 
not have to go into debt, right? 

So we know that students who go to college and end up in debt, 
compared to students who go to college and do not have debt, have 
much worse economic outcomes afterwards. Less wealth, less likely 
to buy a home, all these kinds of things are happening, and so it 
is really important. 

I would like to also quickly mention that the College Board, 
which is a large institute that does a lot of studies in college fi-
nancing, recommended that we take a portion of the Pell Grant 
and put it into an account early on. 

So, as we think about how to finance it, it does not have to be 
new moneys, right? We could think about how we are using some 
existing moneys to finance some of these things. That is one way 
to tie in the Pell Grant to children’s savings accounts in the 
401Kids bill. 

Senator BENNET. I think that is a really good point. I mean, we 
have seen—I used to be a school Superintendent, a school Super-
intendent in the Denver Public Schools. We have seen, unfortu-
nately, this Department of Education, I think, do a horrible job 
with the FAFSA at a moment when kids are actually in the middle 
of applying to school. 

The idea that we could change the incentives to bring them in 
earlier in their lives and in their schooling, makes a lot of sense 
to me. And I will just close, Mr. Chairman—I know I am out of 
time—by saying ‘‘thank you’’ again to the panelists. 

I do think Senator Casey is on to something here. This bill is so 
important. We are living in a country now where students are bur-
dened by levels of debt that no other generation has been burdened 
by, and it is not their fault. All they are trying to do is get them-
selves an education that this economy seems to demand, and they 
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are then constrained by 20 years’ or 40 years’ worth of debt repay-
ment. 

We have to fix this, and Bob Casey has given us a suggestion for 
how to make things better. I think that is extremely helpful. 

The CHAIRMAN. Your years of advocacy for kids—that is a real 
plus to have you vocally and visibly in support of this, and we are 
going to spend a lot of time on these issues here. They are enor-
mously important. 

Senator Whitehouse? 
Senator WHITEHOUSE. Thanks very much. I appreciate the wit-

nesses being here. 
Let me start by asking Ms. Quint—I am sorry, but I was in the 

Judiciary Committee, so if you have already gone over this, then 
I may be asking you to duplicate. But could you just give us the 
sort of summary overview of how it is that Federal 529 plans, as 
currently structured, do less for families who need help the most? 
Why is it that they deliver greater benefits to the better-off, and 
how does a Dynasty, so-called, 529 plan work? 

Ms. QUINT. Sure. Thank you very much for the question, Senator 
Whitehouse. Let me say that I am familiar with the CollegeBound 
Rhode Island program. 

Senator WHITEHOUSE. That is going to be my next question. 
Ms. QUINT. Oh, excellent, as well as the Providence Promise. So 

much good work happening in your State. 
Senator WHITEHOUSE. Yes. 
Ms. QUINT. So, to answer the question about Federal 529 plans, 

you know, what I can do is speak to Maine’s experience, and our 
experience has been that some families, especially those without 
prior experience with 529s or investments, can find it challenging 
to open an account, right? 

So it is uncharted territory for them. They are not sure they have 
the money to save. They do not know that 529s exist or kind of 
why they are there, and it does not sound like something that fami-
lies like them do. So those are all barriers to entry, right? 

Credit to the industry, there have been a lot of strides for 529s 
in recent years that have simplified account opening, provided mul-
tiple ways to contribute, streamlined investment choices, and also 
significantly lowered the contribution rate. When I first started in 
this program 10 or 12 years ago, it was—I think the minimum con-
tribution was something like $350. Now it is $5 into our account, 
right? So that is really helpful. But the tax advantages of 529s are 
not particularly motivating for families of lower and moderate in-
come who might have little or no tax burden. 

And the other thing is, that because they have smaller dollars to 
invest, families of smaller means will tend to be more conservative 
with their choices. They want to make sure the little bit of money 
that they have to invest, that they do not risk losing that. So they 
put it in something, even within a 529, as close to a savings invest-
ment choice as they can, whereas wealthier families who have 
more income to use, are investing more and they are choosing, not 
necessarily riskier portfolios, but maybe even just an age-based 
portfolio that would be better balanced. 

And so that is the kind of thing that contributes to or can con-
tribute to that inequality over time. Certainly, something like a Dy-
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nasty 529 plan that will—and again, not my area of expertise, but 
as I understand it, it allows for a change in the beneficiaries. That 
means that more moneys can be invested over an even longer pe-
riod of time, which could be a great thing for some families, but 
can absolutely contribute to the inequality. 

Which is why a universal platform—like we have in Maine, like 
they have in the State of Pennsylvania with Keystone Scholars, 
like is being proposed in 401Kids—that would put meaningful dol-
lars in for everybody automatically and universally at birth, in 
ways that get everybody onto that same platform—— 

Senator WHITEHOUSE. Well, thank you very much, and you were 
good enough to mention Rhode Island’s CollegeBound program. 

So let me ask Dr. Elliott a question or two about programs like 
that. By the way, my recollection is that the CollegeBound program 
was the creation of a dear friend and former State Treasurer, Paul 
Tavares. And it has grown considerably since then, but they really 
had the early wisdom about the importance of getting behind this. 
And it has, as I said, grown better since then. 

So, Dr. Elliott, how do child savings accounts like those created 
by Rhode Island and those proposed by Senator Casey, address the 
shortcomings of Federal 529s? How do they ensure that the bene-
fits go to those who need it the most, and why is automatic enroll-
ment so important in that context? 

Dr. ELLIOTT. Thank you, Senator. Yes, so there are a number of 
advantages to CSAs that I think have kind of been lost in some of 
this discussion here. One is the fact that low-income people, while 
they can save—we have shown that with experimental evidence— 
they can save smaller amounts of money. 

And so what CSAs do, by adding some money into the account 
for the kids, with an initial deposit or whatever else, as we have 
seen in Maine’s case—we have done some research on that, and 
that initial deposit really matters for them building wealth over 
time, particularly for low-income families, because they cannot con-
tribute as much as wealthier families. 

I think about it even from the sense of, if you have a high- 
interest account, if you have $10,000 to put in that, you will earn 
a lot more than if you have a little amount of money in it. So these 
CSAs—the money being put in there really actually matters. 

They also streamline access too. So automatic enrollment, it al-
lows every kid—and this is behavioral economics; it is a well- 
established fact. It is much easier to put people into a program and 
they will not opt out, and you have seen less than 1 percent of peo-
ple opt out of these programs in most cases. 

And so, once they are put into their programs, they stay in, and 
they get to have those experiences with the account: the higher ex-
pectation, the social/emotional thing, all these early outcomes that 
we are seeing. By putting them into the account, we assure that 
all families get access to these kinds of benefits and opportunities. 

And then, by adding some money to those accounts, we allow 
them to build wealth to lower the wealth gap. 

Senator WHITEHOUSE. Thank you very much. 
Thank you, Mr. Chairman. 
The CHAIRMAN. I thank my colleague. 
Senator Grassley, you are next. 



22 

Senator GRASSLEY. Thank you. I was over in Judiciary, so I 
missed your testimony. Thank you for appearing before us. 

I am going to start out with Dr. Michel and Dr. de Rugy. In 
1981, former Federal Reserve Chairman Volcker testified before 
the Senate Banking Committee at a time of growing deficits and 
elevated inflation. As part of his testimony, he called on Congress 
to cut spending, while also pursuing progrowth policies with re-
spect to taxes. He urged Congress to focus on reforms that would 
incentivize Americans, in his words, ‘‘to invest, to save, and to 
work.’’ 

Are the prescriptions laid out by Chairman Volcker in 1981 good 
guiding principles for Congress today? 

Dr. DE RUGY. Thank you, Senator Grassley. Well, it looks like 
Chairman Volcker understood that there is actually a connection 
between the monetary side and the fiscal side while fighting infla-
tion, and that the Federal Reserve cannot do it alone. 

It seems that his prescriptions are really important, because one 
of the things that happens when the Federal Reserve raises inter-
est rates is that it actually makes interest payments more expen-
sive and increases the need for borrowing, hence fueling inflation. 

But also, increasing growth by freeing the supply side is also a 
way to actually help fight inflation. So it seems that, yes, they are 
really good prescriptions. And unfortunately, I am worried that ac-
tually the fact that there is no talk about austerity right now, how-
ever you want to define it, means it is fueling inflation. It is mak-
ing the job of the Fed even harder. I am worried that the increase 
of tariffs is actually constraining the supply side. There are just a 
lot of things happening that make it much harder for the Federal 
Reserve to really lower inflation to target. 

Senator GRASSLEY. Dr. Michel? 
Dr. MICHEL. I will add that, with debt at 100 percent of GDP or 

higher, trending toward $2 trillion in deficits, a $400-billion-a-year 
tax increase hanging over Americans’ heads at the end of 2025 
when the 2017 tax cuts expire, all of this depresses economic activ-
ity. 

Businesses and individuals have to plan for their future, and if 
they know that they are going to have to be sending more money 
to Washington, they are going to do less of all of the productive ac-
tivities that grow the economy, expand the supply side, and make 
it easier to fight inflation. 

And so, those fiscal threats that are hanging out in the future 
are certainly making things harder, and are something that was 
certainly understood at the time by Chairman Volcker. 

Senator GRASSLEY. Also, Dr. Michel, your testimony discusses 
how our current tax code disincentivizes savings and recommends 
policies that counteract that bias. 

Last Congress, I introduced the Middle-Class Savings and Invest-
ment Act that would effectively exempt the middle class from tax 
on most of their savings and investment income. It would do this 
by aligning the current zero tax rate bracket for capital gains and 
dividends with a 22-percent income tax bracket, excluding a modest 
amount of interest income from tax. Do you agree that a proposal 
along these lines could significantly reduce the current tax code 
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bias against savings? I am not asking you to endorse the bill, just 
the philosophy. 

Dr. MICHEL. Well, thank you for your leadership on this issue, 
and certainly the additional layers of taxes through capital gains, 
on dividends, on interest, all decrease savings. To the extent that 
we can expand the number of Americans who do not get hit by 
these taxes and simplifying them by aligning brackets, as your bill 
does, all that pushes in the direction of getting more Americans 
greater opportunity to save and invest their own income. 

So certainly, it is a great way of encouraging investment, and we 
should continue to push at expanding these types of policies. 

Senator GRASSLEY. Dr. de Rugy, many of my colleagues on the 
other side of aisle claim our mounting debt and deficit can be 
solved solely by taxing the wealthy. Is it not true that absent 
spending reductions, tax hikes for middle-class Americans will be-
come inevitable? 

Dr. DE RUGY. Yes. The answer is ‘‘yes,’’ and the reason—there 
are two. First, there is not enough tax revenue that can actually 
address our debt problem, right? That is the first thing. Plus, rais-
ing taxes to the level that that would require would be very detri-
mental to growth, which hence would then backfire. 

But there is also a really big economic literature about the best 
way to reduce the debt-to-GDP ratio, which has been conducted in 
like 180 different countries, looking at what they have done to suc-
ceed, and what they have done when they did not succeed. 

And what that literature finds is that the best way to reduce a 
debt-to-GDP ratio is to enact fiscal adjustments that are mostly 
based on spending cuts, preferably social spending, so that is enti-
tlements in the American context. 

The bad news from this literature is that actually in spite of the 
fact that we know what we should do, a lot of the time legislators 
choose to implement packages that are mostly made of taxes, and 
hence they fail. There is, by the way, other good news from—— 

The CHAIRMAN. Doctor, we’re just going to have to move on. 
Dr. DE RUGY. Sure, sure, sure. 
The CHAIRMAN. Okay. 
Dr. DE RUGY. I could go on for a long time talking about fiscal 

adjustments. 
The CHAIRMAN. Great. 
Senator Barrasso is next. 
Senator BARRASSO. Thanks, Mr. Chairman. 
Dr. Michel, I want to talk about universal savings accounts. You 

know during COVID, Americans saved a lot of money, over trillions 
of dollars. Unfortunately with high inflation, with higher interest 
rates, the savings dried up, and now people are carrying huge 
amounts of debt. I think we are talking about household debt of 
$18 trillion right now. And you know, in Wyoming the average 
family is spending over $1,000 a month more just to kind of stay 
up to where they were when this administration came into office. 

So I think we need to look to find ways to turn the tide, help 
families build their own financial security. Congress has come to-
gether to pass bipartisan retirement legislation to help families 
save for retirement. I believe Congress can actually come together 
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to help working families save for the unexpected twists and turns 
that happen as a part of life. 

My predecessor, Senator Craig Thomas of Wyoming, was a huge 
proponent of universal savings accounts. So you know, you have de-
scribed universal savings accounts as a way to help Americans put 
away money for future use and for emergencies. So, how do you 
think universal savings accounts could complement what we have 
done in recent years on creating, expanding, and improving retire-
ment savings accounts? 

Dr. MICHEL. Thank you for the question. I think we have heard 
today that 529s in particular can be complicated to set up, for some 
families to feel comfortable putting money into that is earmarked 
for a very specific purpose in the future. Universal savings ac-
counts give more families access to that same savings incentive, 
that same type of account to put money away, but they do not tell 
them they have to spend it on education or save it for retirement. 
But instead, they could save for starting a business, they could 
save for putting their child through college, but they could choose 
to use that money for something else. 

So the flexibility allows people who do not want to earmark their 
money for A, B, or C, to save for the unexpected, save for a decision 
that has yet to be made in the future, sort of expanding the exist-
ing incentives we have to more types of Americans who are saving 
for diverse needs. 

Senator BARRASSO. When you talk about planning for the future 
and poor decisions made, I want to talk about some poor decisions 
I think have been made by this administration, which have hurt 
our economy. People are living with high inflation rates, high inter-
est rates, and people are feeling financially squeezed—that is what 
I heard this past weekend again in Wyoming—and having to dig 
deeper to pay for things. They get less for their money. 

And so, prior to the pandemic and after the 2017 Republican tax 
reform, we saw the opposite of the current reality, of people really 
doing well. It was the best economy in my lifetime. In 2019, real 
household median wages increased by $4,000, the largest increase 
in U.S. history—lots of people lifted out of poverty. 

So what impact would reversing some of the progrowth tax poli-
cies that we right now have—and President Biden has said if he 
is reelected, he is going to get rid of all of those. What impact 
would that have on working families and those trying to save their 
hard-earned dollars? 

Dr. MICHEL. Reversing the 2017 tax cuts, I think, would have 
two—you can think about it in two different buckets. One is, tax 
rates would go up on individual families across the board, and that 
gives them less money to spend on whatever their priorities are, in-
cluding savings. 

Fully reversing the tax cuts would mean that businesses are 
again uncompetitive globally. Before 2017, businesses were often 
leaving the United States, moving jobs and investment overseas, 
and after the reform, we saw businesses increase investment. We 
saw wages go up. We saw businesses expanding here in America. 

And so, undoing all of that, I think we would go back to that 
world where the U.S. and U.S. workers are globally uncompetitive, 
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and that would make our fiscal situation harder to solve, and it 
would make Americans, sort of at large, poor. 

Senator BARRASSO. Can you talk a little about savings and eco-
nomic growth? In terms of the country, can you speak about how 
boosting savings can help foster long-term sustainable economic 
growth, and what benefits there are, not just to the individual and 
the household level when they save money, but also at the national 
level? 

Dr. MICHEL. Savings is the foundation of future investment. 
When you save money and it gets invested in a business, then that 
buys new machinery or invests in a new process. The people who 
work for those businesses can be more productive, which then leads 
to wage growth. 

It is the foundation of economic growth—investment—which is 
fueled by savings. And so, we should be doing everything in our 
power to get the Federal Government and the tax code out of the 
way of savers and investors, as a way to ensure robust, long-run 
economic growth that benefits everyone. 

Senator BARRASSO. Okay. Thank you, Mr. Chairman. 
The CHAIRMAN. I thank my colleague. 
Senator Casey, much praise has been directed at you and your 

bill, so please go ahead. 
Senator CASEY. Mr. Chairman, thanks very much. I appreciate 

you calling this hearing, and you and the ranking member having 
this important hearing. 

So, I am coming at the end, when I know we all have the benefit 
of each of your testimonies, as well as the hearing record. But I 
want to thank each of you for being here. Mr. Chairman, I want 
to thank you in particular for the work you have done on child sav-
ings accounts, something you have been leading on for years. 

I think the way I look at this issue is one of those fundamental 
questions we have to wrestle with when it comes to what steps are 
we going to take to make sure that every child in the country has 
the full measure of freedom and security? 

I have outlined a proposal in legislation to make it a goal for the 
country that we have five freedoms for every child, that every sin-
gle child—not most, not some percentage, but every single child— 
has the guarantee of health care. Every child should have the free-
dom to learn, have opportunities for early learning. Every child 
should be free from harm. Every child should have the freedom to 
not be hungry. And every child should have the freedom to be eco-
nomically secure. 

You cannot have that kind of economic security for every single 
child unless we have savings accounts. So, it is critically important 
to their freedom—and I want to thank everyone who is here on the 
panel for providing your expertise to tell us about this issue—and 
in particular the 5.8 million American children, including more 
than a half a million, 546,000 Pennsylvania children, who have a 
savings account in their name. 

I have sponsored bills since 2017 to make the promise of chil-
dren’s savings accounts a reality for all American children, so that 
every child can have a place where their family, their community, 
and their government can invest in their future. The 401Kids Sav-
ings Act will enable children, when they reach adulthood, to have 
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the money saved to pay for college or to start a small business, to 
buy their first home or to save for retirement. 

So I will start with Dr. Elliott. Dr. Elliott, what effect does hav-
ing a personal savings account have on a child from a low- or a 
moderate-income family? 

Dr. ELLIOTT. Interestingly enough, the effects are strongest, in 
most cases, among the low-income kids. This is a rare event for 
interventions that we have. 

So, it is really exciting, and we have seen that these accounts, 
even with small dollar amounts in them, can affect children’s ex-
pectations, parents’ expectations, social/emotional development, 
maternal depression, and many other things. 

It was interesting as you were talking about the five freedoms. 
What is kind of unique about the children’s savings account, while 
it is not a silver bullet, it does affect health, it does affect edu-
cation, it does affect economic futures. So this is a program that 
can work across things. 

And I will mention one other quick thing, which is that what we 
have not had a chance to talk much about is that once these struc-
tures are in place, not only do we have the Federal investment— 
this is not something that is just about the Federal investment— 
but you have a chance for multiple streams of assets to flow into 
these accounts to build wealth, right; so, foundations and employ-
ers and all different kinds of groups. We see this happening in New 
York; we see this happening in Indiana, where these different 
groups—pastors are getting together and putting $1,000 scholar-
ships into kids’ accounts in their communities. 

And so, we are just really touching the tip of the iceberg of these 
accounts and their possibilities. 

Senator CASEY. So really, it’s foundational, not just for the obvi-
ous economic benefit, but on other aspects of the life of the family. 

Dr. ELLIOTT. For sure, and it starts early, right? I mean, these 
effects start when we see social/emotional development and the 
kids are like 4 years old, right? And so we know from economics 
and the research around it that these early effects are so important 
to later academic success and later economic success. 

And so, it really flips the whole paradigm of financing education 
and wealth and equality. When you start thinking about 18, we are 
having impacts as early as when the kids are just born and very 
soon after that. So, it is really important. 

Senator CASEY. Ms. Quint, I was going to ask you why States 
like Maine and Pennsylvania begin our children’s savings accounts 
at birth, and how does that help both children and families? 

Ms. QUINT. Sure. Thank you very much, Senator Casey. And 
your Keystone Scholars program—and obviously the 401Kids Act is 
really exciting. And Maine is glad to be part of the mix of helping 
to think about all of that. So the benefit, obviously the biggest ben-
efit, is that because it’s invested early, it has more time to grow. 

I did not mention it earlier, but for the oldest of our Alfond grant 
recipients, that $500 is now worth $2,036, and they are still a few 
years away from continuing their education after high school. It 
also provides, as Willy was just saying, more time for contributions 
from family as well as from other sources. 
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I mentioned earlier that in the most recent quarter, $255 was the 
average contribution amount, but the median amount of an account 
with savings from a family in Maine with an Alfond grant is about 
$5,500, and the mean is about $11,500. So again, real assets are 
accumulating here over time. 

And with respect to Dr. de Rugy, who spoke earlier about these 
kinds of programs as potentially being a disincentive to save or 
crowding out savings, at least our experience in Maine has been 
families are saving at a rate of three to one what the foundation 
has put in. So that has certainly not been our experience. 

Senator CASEY. Well, thanks very much. I really want to thank 
our witnesses. I know I am a little bit over, but I am really grateful 
for your time here today, and especially I am grateful for the com-
mittee’s work on this issue. 

The CHAIRMAN. Senator Casey, because this is so important to 
you and you put in all this time, is there anything else you wanted 
to ask about, and then we will go to Senator Crapo and we will get 
ready to wrap up. 

Senator CASEY. I will submit some questions for the record. 
The CHAIRMAN. Very good. And we really want to put a lot of 

time into this issue, Senator Casey. You have, and what was strik-
ing when you were out of the room, one of the issues that came up 
is the way your approach has developed. You do not have to go out 
and reinvent the wheel. You can basically build on a lot of the ar-
chitecture that is out there. 

This is a point that Ms. Quint made, and we have got some very 
good opportunities to do this in a cost-effective, smart way, and I 
appreciate all the sweat equity you have put in. 

Senator Crapo, anything else? 
Senator CRAPO. I have some questions, but I will submit them 

for the record, Mr. Chairman. 
The CHAIRMAN. Okay. 
Here is what we have learned. All over the country, States and 

cities are stepping up with cutting-edge child savings programs. We 
have 120 and counting, and we have learned that a lot of these pro-
grams feature approaches that social science teaches are sensible 
ideas that, in effect, when you have approaches like automatic ac-
counts and seed money and contributions from families—this is one 
of the things I remember when we started talking about this, and 
I was a young member of this committee. So we have been talking 
about it a long time. 

I remember a parent came up and said, ‘‘You know, I give my 
kid a gift every holiday and birthday, but the toys and stuff break. 
I think I want to have this savings account, because it is something 
they can keep building on,’’ and you all have made that point. I 
think Senator Casey’s 401Kids legislation has these kinds of cost- 
effective features. 

So I am going to close my remarks. We have many colleagues 
talking, for example, about their concern about the economy and 
debate about the President’s activities. I heard a rumor there is an 
election coming up. We will be talking about those kinds of things. 

But what is on offer today is something that will help now, and 
that is the bipartisan effort that passed in the House of Represent-
atives that brought together Democrats and Republicans. Every 
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Republican on the House Ways and Means Committee, for exam-
ple, supported that effort. 

That is because it is good for growth—the research and develop-
ment effort, the bonus depreciation. These are smart kinds of ef-
forts paid for by fighting fraud. So we are going to continue to dis-
cuss these kinds of ideas that have been talked about this morning, 
particularly savings. 

But I just wanted to end this morning by saying it is something 
we can do right now, something that will make a big difference in 
communities, and we are going to continue to pursue those kinds 
of issues. 

With that, the Finance Committee will stand adjourned. 
[Whereupon, at 11:30 a.m., the hearing was concluded.] 
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A P P E N D I X 

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD 

PREPARED STATEMENT OF HON. MIKE CRAPO, 
A U.S. SENATOR FROM IDAHO 

Today’s hearing provides an important opportunity to examine the ways working 
families can save their hard-earned income for their children’s future. 

Only 2 years ago, this committee and others worked together in a bipartisan, bi-
cameral fashion to expand retirement savings through the SECURE 2.0 Act. As we 
continue to monitor its implementation and the effects the law had on retirement 
savings, it is appropriate for us to explore other savings needs beyond just retire-
ment. Fortunately, Americans already have access to numerous savings options, 
whether it is saving for a specific purpose through a tax-advantaged account or sav-
ing through traditional savings vehicles. 

Tax-advantaged accounts allow benefits such as tax-free growth and withdrawals, 
making it easier and more efficient to save for a specific purpose. For example, 529 
accounts can help families save for their children’s education expenses. Health Sav-
ings Accounts and flexible spending arrangements can be used to help eligible indi-
viduals save for medical expenses. Dependent-care FSAs can help workers save for 
expenses for dependents, such as after-school or in-home care for kids or other fam-
ily members. And ABLE accounts help those with disabilities save for critical tools 
like assistive technology and transportation, just to name a few. 

Beyond these tax-advantaged accounts, Americans can also save through widely 
available, traditional means, such as savings and brokerage accounts. And for chil-
dren specifically, custodial accounts and even some child-specific accounts offered by 
some institutions can help teach children the ins and outs of saving. When paired 
with proper financial education, more children and young adults can learn how to 
budget and save from an early age, carrying best practices on into adulthood. 

Any discussion concerning the options to save goes hand-in-hand with a conversa-
tion on the importance of planning and managing savings throughout one’s life. Part 
of that planning includes the need for many to consider seeking professional finan-
cial advice in order to create a comprehensive savings strategy. 

Although families have access to many savings vehicles, navigating this often- 
complex web of options can be daunting, and every family’s needs are different. 
Whether a family is saving for a down payment on a home or planning ahead for 
unforeseen emergencies or health expenses, understanding what options are avail-
able is key. 

Effective planning becomes even more important at a time when Americans are 
experiencing inflation at levels not seen in decades. Higher costs of food, fuel, and 
housing eat up families’ disposable income and squeeze their ability to save. In fact, 
as compared to January 2021, average U.S. households are spending over $1,000 
extra each month just to maintain their standard of living. 

Today’s witnesses will discuss all of these topics, and I look forward to hearing 
how Congress can expand opportunities to save in a fiscally responsible manner. I 
also expect to hear testimony on child savings initiatives that some States have im-
plemented. While I respect the steps some States are taking, implementing a simi-
lar program at the Federal level would come at a significant cost to taxpayers. Ex-
panding options to save is a worthy goal, but we must do so in a way that does 
not exacerbate already out-of-control government spending or create another unsus-
tainable government program. 
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1 Adam N. Michel, ‘‘Universal Savings Accounts Can Help All Americans Build Savings’’ (Her-
itage Foundation Backgrounder No. 3370, Washington, DC, December 4, 2018). 

PREPARED STATEMENT OF VERONIQUE DE RUGY, PH.D., GEORGE GIBBS CHAIR IN PO-
LITICAL ECONOMY AND SENIOR RESEARCH FELLOW, MERCATUS CENTER, GEORGE 
MASON UNIVERSITY 

Chairman Wyden, Ranking Member Crapo, and members of the U.S. Senate Com-
mittee on Finance, I thank you for the opportunity to testify today. My name is 
Veronique de Rugy, and I hold the George Gibbs Chair at the Mercatus Center at 
George Mason University, where I study tax and fiscal policy, the Federal budget 
process, and the implications of government spending for economic growth. 

Finding ways to help children from low-income families become economically self- 
sufficient is a worthy goal. And creating inroads to make sure everyone saves is one 
way to ensure that low-income children are well positioned for the future. But asset 
limits, deposit restrictions, and investment options on newly proposed savings pro-
grams would affect participation and outcomes, especially for low-income partici-
pants, in the same ways existing savings options do. Indeed, there are already plen-
ty of savings options in the U.S., but many of them discourage savings due to their 
complex rules, tax penalties for early withdrawals, or limitations on qualified uses. 

Policymakers should fix these savings disincentives, the biggest being our debt 
and our tax code. Policymakers should also consider enacting a more comprehensive 
savings program, such as the Universal Savings Accounts (USAs) program. USAs 
would allow workers to save in one simple account from which they could withdraw 
without penalty for any expected (college, child care, or retirement, for example) or 
unexpected (major car repair or emergency medical expense) event throughout their 
lifetime. USAs have successfully increased savings among low-income earners in the 
United Kingdom, South Africa, and Canada.1 

What comes next in my testimony is (1) a brief discussion of the limitations of 
the proposed child savings account (CSA) model, and (2) suggestions for better path-
ways to higher rates of savings for Americans. 

1. THE LIMITATIONS OF CHILD SAVINGS ACCOUNTS 

There are two primary limitations to the proposed child savings account model 
worth noting: (1) this model is simply shifting wealth around at a high cost, and 
(2) the proposed plan limits what the CSA may be used for, namely, post-secondary 
education and training, a small business, a first home, or retirement security. While 
all these investments are worth saving for, the CSA’s lack of flexibility may prevent 
low-income families from using their savings for what they might need in the fu-
ture. 
A. Societal Wealth Would Not Increase 

First, the proposal to establish CSAs—government-contributed investment ac-
counts for some children—faces several economic and philosophical objections to 
moving existing assets from one group to another. The government would purchase 
financial assets (through the 529 platform), likely from selling government bonds to 
older and higher-income households. The program will also likely require future tax 
hikes to pay for the ensuing debt accumulation. In other words, such a program 
would not create new savings per se since it would generate ‘‘savings’’ in one place 
with money from reduced savings in another. In that sense it would be different 
from a 401(k). In the best-case scenario, it would merely constitute a redistribution 
of existing wealth from current asset holders to children, and a redistribution across 
time. However, a review of the literature on the effects of government spending on 
the economy reveals that the multiplier is often well below one, meaning that the 
best-case scenario is unlikely. 

On the plus side, the government-contributed assets would be held in private- 
market investments, thereby avoiding direct government ownership and emulating 
the ownership society. That is a better idea than investing the assets in treasuries 
or having the government itself invest and hold the assets. 

Second, this plan is presented as a wealth-building proposal by which most of the 
money can be withdrawn when the child turns 18. A child can use the money for 
expenses other than college; if they do use it for college, however, it would be an 
expensive way to fund college, since the government already spends elsewhere in 
the higher-education system, allegedly to help low-income students. 
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B. Complex Regulations and Penalties on Early Withdrawal Could Create Disincen-
tives to Save 

One of the greatest concerns of low-income earners has traditionally been access 
to liquidity, and convoluted savings rules and penalties for early withdrawals only 
restrict liquidity. Research from the Internal Revenue Service demonstrates that 
low-income earners are 31 percent more likely to take a net-taxable withdrawal 
when they experience an income shock.2 The Urban Institute found similar results: 
people with limited education, low income, and few assets tend to withdraw from 
their retirement accounts more frequently over a 2-year period than those with 
higher education and income.3 

The same Urban Institute study indicates that 40 percent of those withdrawals 
are linked to either adverse events such as job loss or poor health, or investment 
events such as buying a home. Ten percent of the withdrawals were for necessary 
expenses during a job change. The study concludes that withdrawals from retire-
ment savings accounts are more common when families experience a change in em-
ployment, the birth of a child, or starting college.4 Of these, only starting college 
could be a qualified withdrawal from a Child Savings Account, and that is only if 
families withdrew for tuition payments, not for other costs related to attending col-
lege. 

Withdrawing from savings to cover rent after a job loss or to cover an unexpected 
hospital visit should not be penalized. Putting many restrictions on the use of the 
funds may dissuade parents from adding money to the account. 

2. BETTER WAYS TO ENCOURAGE SAVINGS 

Encouraging savings, especially for low-income Americans, is a worthy exercise. 
But there are better ways to do it. 
A. Government Debt Crowds Out Savings 

While proponents may tout the CSA as boosting asset accumulation for future 
generations, the program faces an inherent contradiction given the U.S. Govern-
ment’s current fiscal position of running sustained budget deficits and accumulating 
debt. As Harvard University economist Robert Barro highlighted in his seminal 
work on debt neutrality, increasing public dissaving through deficit spending can 
offset and crowd out private saving.5 The size of the debt accumulation’s impact on 
savings is debated by economists, but it is not zero and it may also be quite large.6 

The Federal Government has run deficits for decades, causing public debt levels 
to rise from around 30 percent of GDP in the 1970s to nearly 100 percent today. 
Debt has a share of GDP that is heading to 166 percent within 30 years assuming 
relatively low interest rates, prosperity, and a return of inflation to the Fed target. 
The government cannot readily boost national savings and wealth accumulation 
while continuing to dissave at high rates. 

Rather than creating a new spending program, many economists argue that plac-
ing the Federal budget on a sustainable long-run path should be the foremost pri-
ority for increasing national savings. Reducing the projected debt-to-GDP ratio could 
help restore incentives for higher household savings rates. Economic research has 
established that the best way to do that is to implement fiscal adjustments that 
mostly focus on cutting spending rather than raising taxes.7 Fiscal-adjustment pack-



32 

dence,’’ Journal of the European Economic Association 12, no. 4 (2014): 949–68; A. Alesina, C. 
Favero, and F. Giavazzi, Austerity: When It Works and When It Doesn’t, (Princeton, NJ: Prince-
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ages that feature smaller spending reductions and larger tax increases are unsuc-
cessful at reducing the debt-to-GDP ratio. This finding is not controversial among 
economists who have studied the issue. 

Another important finding is that fiscal adjustments based only on tax hikes are 
deleterious to both short- and long-term growth. However, fiscal adjustments based 
on appropriate spending cuts promote long-term economic growth. This matters 
since the preponderance of studies suggest higher economic growth generally leads 
to higher savings rates, especially over longer time horizons. 

In summary, persistently large public dissaving poses a fundamental economic 
challenge to policies aimed at boosting private savings and wealth. 

B. Create Universal Savings Accounts 
Short of putting the U.S. on a fiscally sustainable path, there are other solutions 

Congress could pursue. While there are some dissenting views, the weight of evi-
dence indicates the current system of double taxation of income—first taxing earned 
income, then taxing the returns from saving—creates considerable disincentives to 
save relative to a benchmark of taxing consumption only. Tax reform to integrate 
corporate and personal taxation is often proposed to mitigate these effects. 

Instead of fixing the tax code, we have created tax-deferred saving accounts, such 
as 401(k)s and IRAs, meant to alleviate some of that double taxation. Federal law 
currently provides several such tax-preferred savings vehicles, each with varying 
rules and limitations: some are for retirement, some are for education and disability, 
some for health and dependent care, and some for emergencies.8 

Unfortunately, as mentioned earlier, the rules and restrictions on withdrawals for 
each of these accounts likely create disincentives to save for low-income workers or 
parents who are worried about not being able to use their savings in case of an 
emergency. 

A better alternative would be for Congress to streamline these accounts into one 
universal tax-preferred savings vehicle. The introduction of Universal Savings Ac-
counts would take what is good about specialized savings accounts such as 529 
plans and apply it to all Americans, incentivizing them to save. In simple terms, 
USAs make lower tax rates on savings more accessible to a greater number of peo-
ple for a greater number of reasons. One study by Harvard economist Daniel Ben-
jamin found that nearly 50 percent of 401(k) balances were new private savings.9 
This is a generous estimate, but even the most modest estimates, like the one by 
the Brookings Institution,10 still demonstrate that absent income tax penalties, re-
tirement savings have compounding returns. 

USAs have the potential to increase savings for all groups, not just those saving 
for retirement. With fewer rules and more opportunities, USAs can encourage new 
populations to save. But people with the lowest income brackets may see the most 
benefit. After USAs were implemented in the UK and Canada, moderate-income 
earners were the most responsive. In both countries, low- and moderate-income sav-
ers represent over 50 percent of USA holders.11 As the Cato Institute’s Chris 
Edwards and Ryan Bourne found, in 2016 in the UK, 52 percent of USA holders 
earned less than Ö20,000—around $26,000.12 Furthermore, in the UK, low-income 
savers earning between Ö9,500 and Ö20,000 (about $12,000 and $26,000, respec-
tively) utilizing USAs reported a 23-percent increase in savings that would not have 
been saved or invested absent the USA.13 
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There is great potential for USAs to help our lowest-income earners begin saving 
for whatever life may bring. 
Conclusion 

With the expiration of the Tax Cuts and Jobs Act at the end of next year, there 
is an opportunity for policymakers to simplify the tax system and create pathways 
to savings and building financial security for all Americans. Universal Savings Ac-
counts are a preferable method for boosting savings and ensuring that American 
families are financially equipped for whatever life may bring. 

PREPARED STATEMENT OF WILLIAM ELLIOTT, PH.D., PROFESSOR OF SOCIAL WORK 
AND DIRECTOR, JOINT DOCTORAL PROGRAM IN SOCIAL WORK AND SOCIAL SCIENCE, 
UNIVERSITY OF MICHIGAN 

Chairman Wyden, Ranking Member Crapo, and distinguished members of the 
committee, it is an honor to testify before you today regarding the promise of chil-
dren’s savings accounts for building wealth for children. I am grateful for the oppor-
tunity to address this committee and appreciate your continued attention to the ur-
gency of wealth inequality—and to the potential of improving children’s chances 
through investments in children’s asset interventions. Thank you for the oppor-
tunity to participate in today’s hearing. 

Here is an overview of what this testimony will cover: 
• Education has long played a crucial equalizing role in the U.S. economy and 

in the promise of the American Dream. 
• Return on degree is unequal, by family wealth. 
• Strengthening return on degree requires asset-based financial aid. 
• CSAs can be such an asset-based financial-aid system. 

THE AMERICAN DREAM AND EDUCATION 

European nations have relied on the ‘‘direct redistributive role of the welfare state 
to reconcile citizenship and markets,’’ but the United States has chosen to use edu-
cation as a lever for ensuring equitable outcomes (Carnevale and Strohl, 2010, p. 
83). This distinctly American belief—that economic disparity can be narrowed 
through individual effort in school and calculated public investments in educational 
opportunities—has been around almost from our conception as a country. It is inex-
tricably tied to the American Dream. 

However, what if education isn’t the great equalizer we once believed it to be? 
What if education, today, is instead helping to increase inequality in some unin-
tended ways? In America in 2024, children who grow up poor face substantial bar-
riers to moving up the economic ladder through effort and ability in school, barriers 
wealthy children do not face. The inability to buy necessities due to a lack of in-
come—income poverty—is only half of the story. The other half—asset poverty—is 
rarely talked about. Policies are seldom created to address it among low-income 
families. 

Asset poverty has been defined as not having sufficient net worth (from savings 
and durable assets, such as homes or businesses) to cover 3 months of living ex-
penses without income (Wolff, 2017). This definition of asset poverty is limited to 
the amount of emergency savings families have. Recent survey research shows that 
one in four U.S. adults said they had no emergency savings, and two in three Amer-
icans would be worried about having enough savings to cover a month’s living ex-
penses (Gillespie, 2024). Other analysis suggests that about 37 percent of Americans 
would have to borrow or sell something to cover an unexpected $400 expense (Fed-
eral Reserve Board, 2022). 

In this testimony, I will extend the concept of asset poverty beyond the emergency 
savings discussion, which is more comparable to income approaches to poverty. I in-
clude in the definition of asset poverty the concept of families having enough assets 
to invest in their children’s human-capital development (i.e., a college degree or 
some form of postsecondary education or training plus financial knowledge and 
skills). I also include the concept of having assets for the purpose of building addi-
tional or new assets. This is a developmental approach to asset poverty. A develop-
mental approach better aligns with an American Dream of giving people something 
to live for, the understanding of assets as stored money for the future, and the role 
that Children’s Savings Accounts—a policy intervention I will discuss later—can 
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worth among individuals who have at least a 4-year college degree and were at least age 22 
(Elliott and Rauscher, 2018). 

play in leveling the educational and economic playing field on which Americans are 
asked to compete. 

UNEQUAL RETURNS 

Expecting income- and asset-poor children to compete in the same marketplace 
with wealthy children, whose effort and ability are enhanced by assets in the form 
of family wealth transfers, has caused the attainment of a college degree to be dis-
connected from the use of effort and ability in schools. This reality plays out in indi-
vidual households and in our collective conversation. It brings the American Dream 
into question and erodes confidence in the American ideal told to children as exhor-
tation to study hard. 

For example, research examining a link between intelligence and genetics finds 
that fewer than 24 percent of high-potential children born to a low-income fa-
ther graduate from college, compared with 63 percent born to high-income fa-
thers (Papageorge and Thom, 2018). The other end of the spectrum might paint 
an even clearer picture of how higher-income children avoid the same con-
sequences as their poor counterparts. Papageorge and Thom (2018) find that 27 
percent of low-potential children who have high-income fathers graduate from 
college, a greater proportion than that of high-potential children born to low- 
income fathers (24 percent). 

However, the built-in inequality of opportunity for fair reward—that is, inequality 
in the opportunity for low-income and low-wealth children to be fairly rewarded for 
using effort and ability to obtain a degree—is not limited to degree attainment. It 
continues for those low-income, low-wealth children who attain a college degree de-
spite the odds. It is what I call America’s ‘‘return-on-degree problem.’’ Research in-
creasingly reveals that the returns on degree achieved by these children lag the re-
turns enjoyed by their more advantaged peers. And make no mistake about it: this 
is an American problem faced by low-income, low-wealth children of all color. There-
fore, it is an us problem. And it can only be solved by joining together to fix it. 

Given the role of education as an equalizer within the American welfare system, 
the financial aid system is correctly understood as an investment in economic well- 
being. Because of the financial aid system’s role in creating economic well-being for 
all, it is not enough for the system to provide low-income children with access to 
education, financial literacy classes, or even financial institutions; they must be able 
to achieve economic outcomes similar to those of their wealthier counterparts. This 
is contrary to what we currently see. The following data illustrates the return-on- 
degree problem: 

• Bachelor’s degree holders from low-income families start their careers earning 
about one-third less than those from high-income families (Hershbein, 2016). 

• Black students receive less benefit from having obtained a college degree 
($52,147 income and $32,780 net worth), compared with their White counter-
parts ($94,351 income and $359,780 net worth; Emmons and Noeth, 2015). 

• Black families with a head of household who graduated from college have 
about 33 percent less wealth than White families with a head of household 
who dropped out of high school (Hamilton et al., 2015). 

• A small wealth premium remains for White college graduates born in the 
1980s when compared to White high school graduates.1 However, researchers 
find that the wealth premium has disappeared altogether for Black college 
graduates born in the 1980s relative to Black high-school graduates during 
the same time (Emmons, Kent, and Ricketts, 2019). 

The unequal return on a degree is out of sync with the American sense of 
meritocracy and the belief that education can be the great equalizer. Researchers 
point to the rising cost of college and student debt as reasons for the decrease in 
the wealth premium that a college degree provides. For example, researchers find 
that acquiring the relatively small amount of $10,000 in student loans is associated 
with an 18-percent decrease in the rate of achieving median net worth (Elliott and 
Rauscher, 2018).2 

After looking at the data on the return on degree, Tough (2023, para. 20) said, 
‘‘Higher education no longer resembles a safe, reliable blue-chip investment, like 
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3 Functioning represents what the person succeeds in being and doing with the commodities 
and characteristics at their command or being/doing (Sen, 1999a, b). 

buying a Treasury bill. It’s now more like going to a casino. It’s a gamble that can 
still sometimes produce a big windfall, but it can also bring financial disaster.’’ 
Americans who are questioning the value of college and rethinking their own plans 
likely agree. 

• According to an article in The New York Times, public-opinion polls in the 
early 2010s all told the same story. In one survey, 86 percent of college grad-
uates said that college had been a good investment; in another, 74 percent 
of young adults said a college education was ‘‘very important’’; in a third, 60 
percent of Americans said that colleges and universities were having a posi-
tive impact on the country (Tough, 2023, September 5th). 

• However, a decade later, the percentage of young adults who said that a col-
lege degree is very important fell to 41 percent from 74 percent. Only about 
a third of Americans now say they have a lot of confidence in higher edu-
cation. Among young Americans in Generation Z, 45 percent say that a high 
school diploma is all you need today to ‘‘ensure financial security.’’ And in 
contrast to the college-focused parents of a decade ago, now almost half of 
American parents say they’d prefer that their children not enroll in a 4-year 
college (Tough, 2023, September 5th). 

A danger of a growing number of people no longer seeing college as an important 
path for achieving the American dream while other countries are experiencing more 
young adults enrolling in college is that America will have fewer people to fill a 
growing number of jobs that require a college degree (Marcus, 2022, January 22nd, 
Tough, 2023, September 5th). And while there are some well-paying jobs that don’t 
require a degree, the fastest-growing jobs available to non-degree holders are mostly 
low-wage service jobs; at the same time, the demand for college graduates keeps ris-
ing (Tough, 2023, September 5th). This suggests, while understandably Americans 
have grown frustrated with education’s ability to act as an equalizer, it will continue 
to be an important institution for determining who has real access to the American 
dream. 

As such, a part of education’s role would be preparing college students to be in 
the best position to leverage their degree and get the maximum return from it. 

Strengthening the return on degree requires a shift in how college is financed 
from debt and even a grant model, toward a wealth-building model. The question 
becomes, why? Assets have been said to hold the following characteristics (Sher-
raden, 1991): 

• Financial stability. 
• Orientation toward the future. 
• Capitalist (i.e., a builder of wealth). 
• Focus and specialization. 
• Risk taking. 
• Confidence. 
• Social influence. 
• Political influence. 
• Enhance the welfare of offspring. 

When people own assets, they gain the corresponding characteristics of the assets 
which in turn increases their opportunity to improve their capability. However, the 
degree to which owning assets alone increases what children can achieve is also tied 
to their ability to utilize the asset (i.e., children’s functioning).3 Maximizing the eco-
nomic returns on a degree requires a certain level of financial capability, and the 
level of financial capability a child has is determined by the level of financial knowl-
edge, skills, access to institutions, and assets they have (Elliott and Zheng, 2023, 
November). 

Among the characteristics listed above, in this section I focus on a characteristic 
often overlooked in understanding wealth inequality: that is, whether a child starts 
off with a sufficient level of wealth to build wealth of their own (i.e., wealth begets 
more wealth). What is being suggested is that a child who has wealth takes on the 
characteristic of being a wealth builder or capitalist. The simple way to say this is, 
families need wealth to build wealth. And they need wealth to reap just returns on 
their effort in college. 

• A $1 increase in income translates to a $5 increase in wealth for White fami-
lies but only a 70-cent increase for Black Families. 
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» But, importantly for this discussion, when Black families start off with 
similar levels of assets, they have a return of $4.03—not equal to White 
families, but far closer (Shapiro, Meschede, and Osoro, 2013). 

• The power of income for generating wealth is determined at least in part by 
the amount of wealth older adults (ages 44–67) start off with as younger 
adults (ages 25–44); that is, to build wealth you must have a certain amount 
of wealth as younger adults (Elliott, Rauscher, and Nam, 2018). 

» Older age adults living at the 50th or 75th percentile as younger adults 
can expect to generate more wealth from each dollar they earn than 
those living at the 25th percentile as younger adults (Elliott, Rauscher, 
and Nam, 2018). 

• While holding a degree makes a substantial difference in the amount of net 
worth younger adults have when they are older, a college degree matters 
more for net worth when younger adults start off with assets than when they 
do not (Elliott, Rauscher, and Nam, 2018). 

» While the institutions and economic forces that fuel wealth building have 
changed dramatically within the past 2 decades, this truth—that chil-
dren face huge odds in trying to overcome their starting positions—is not 
new. In 1999, Conley found that parental net worth is a more important 
predictor of young adults’ net worth than education, income, or age. 

It must be understood, even if education provides a strong return on degree to 
financially literate (i.e., financially knowledgeable, and skilled) students who are fi-
nancially included (i.e., ‘‘full access to social welfare policies and appropriate, afford-
able financial services to receive financial resources,’’ see Huang, M.S. Sherraden, 
and M. Sherraden, 2021, p. 8), the size of the chasm earning a degree is being asked 
to close is too vast without a wealth-building strategy that helps children leave col-
lege with wealth, rather than debt. 

To strengthen the return on degree and enable education to be an equalizer, the 
type of institutional access financial aid should focus on providing is wealth build-
ing, not indebtedness. Children’s savings accounts (CSAs) are a form of financial aid 
used to provide students with access to the wealth building arm of financial institu-
tions. 

CSAS ARE A WEALTH-BUILDING STRATEGY FOR CHILDREN 

CSAs are asset-building accounts that provide a financial structure that can facili-
tate wealth accumulation from multiple sources for the purpose of giving all chil-
dren an equal opportunity to reach their full potential. In the absence of passage 
of national CSA policy, some States and localities have developed their own chil-
dren’s savings initiatives. While the details vary, these investments in children’s fu-
tures include initial contributions and matching contributions for low-income savers, 
opening accounts for children at birth or in some cases kindergarten. Some pro-
grams are also experimenting with including financial literacy programs as part of 
their CSA program (Goldberg, Friedman, and Boshara, 2010). 

By the end of 2023 there were 121 CSA programs in 39 States serving over 5.8 
million children in the U.S. (Prosperity Now, 2024). There are seven States that 
have a statewide program (California, Illinois, Maine, Nebraska, Nevada, Pennsyl-
vania, and Rhode Island) (Sherraden and Clancy, 2021). All seven States built their 
programs upon their State 529 Savings Plan structure. 
Even With Relatively Small Initial Deposits, CSAs Build Wealth and Improve Chil-
dren’s and Their Families’ Economic, Educational, Social, and Psychological Out-
comes 

Existing CSA programs have provided relatively small initial one-time deposits of 
anywhere from $5 to $1,000, what might be referred to as small-dollar accounts. But 
even these relatively small initial deposits have resulted in the accumulation of real 
assets for low-income and students of color. That’s the advantages our financial 
markets deliver—over time—extended through CSAs to children who would other-
wise be left out. For example, at age 14 the average treatment child (i.e., randomly 
selected to receive a CSA) in the SEED for Oklahoma Kids experiment, SEED OK 
for short, a group that includes low-income and Black children, has about $4,373 
in their account (Clancy, Beverly, Schreiner, Huang, and Sherraden, 2022, June). 
While this is not enough to pay for college, the SEED OK experiment definitively 
demonstrates that CSAs can be a fully inclusive financial institution that facilitates 
asset building. 

What makes CSAs proposals like 401Kids one of the most promising proposals for 
increasing children’s chances to succeed beyond their starting point is the fact that 
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4 Both quasi-experimental and experimental studies are designed to show a cause-and-effect 
relationship between an independent (i.e., CSAs) and dependent variable (i.e., some outcome). 
However, a quasi-experiment does not rely on random assignment. 

5 Wilt is the gap between expectations and attainment. 

they have the potential not only to increase wealth, but also to deliver positive im-
pacts on children’s educational attainment and their families’ social and psycho-
logical outcomes as well—even while the account balances are still relatively mod-
est. Research on CSAs shows positive impacts on children’s early social and emo-
tional development, academic performance, likelihood of enrolling in college, and 
likelihood of persisting to graduation from college. These are valuable gains that are 
often difficult to produce—at scale—through other interventions. These gains largely 
eluded the significant investments in debt-centered financial aid, but CSAs: 

• Quasi-experimental Findings 4 
» Increase children’s math and reading scores (Elliott, 2009; Elliott, 

Sorensen, Zheng and O’Brien, 2023). 
» Increase children’s educational expectations (Elliott, 2009; Elliott, Zheng, 

Saborl, and O’Brien, 2021). 
» Reduce wilt among children who have the academic ability and expect 

to attend college but fail to do so shortly after high school graduation (El-
liott and Beverly, 2011).5 

» Increase college enrollment and college graduation of low- to moderate- 
income children (when they have school-designated savings of $1 to $499 
or $500 or more) (Elliott, Song, and Nam, 2013). 

» Increase college enrollment and college graduation of Black children 
(when they have school-designated savings of $500 or more) (Friedline, 
Elliott, and Nam, 2013). 

• Experimental Findings 
» Increase parental educational expectations for their children (Kim, 

Sherraden, Huang, and Clancy, 2015). 
» Increase social emotional development among young children, particu-

larly among low-income children (Huang, Sherraden, Kim, and Clancy, 
2014). 

» Reduce punitive parenting practices (Huang, Nam, Sherraden, and 
Clancy, 2019). 

» Reduce maternal depression (Huang, Sherraden, and Purnell, 2014). 
Importantly, some findings are consistently strongest among low-income children, 

revealing that CSAs are the rare and valuable intervention that works best for 
those who need them most. 

But maybe equally important, in a time when the ability to hope seems to be di-
minishing, CSAs help create an environment where hope can serve as motivation 
to act. Not mere aspirational hope, but what I have called tangible hope. Assets give 
children a stake in the future—that is, the power to purchase a piece of the future 
today. Another way to say this is assets allow children to more clearly see how they 
will be able, for example, to pay for college, buy a home, retire comfortably. Assets 
are real money stored away today for future purchases, making the future tangible 
as though one can touch it, experience it—even own a piece of the future today. This 
creates an environment where children can then act consistent with their hopes, 
thereby bringing hope and action even closer. In this sense, CSAs as a type of asset 
building program allow children to purchase stock in their future selves. Orientation 
toward the future is a characteristic of assets that people can internalize as part 
of their own identity when they own assets (e.g., Sherraden, 1991). Asset ownership 
makes children, and their families feel secure enough to begin to plan for their fu-
tures today. In this way, CSAs can help children reach their full potential—not only 
by helping them build wealth, but by helping them build tangible hope. Tangible 
hope is grounded in the ability CSAs give children to build wealth, to then finance 
the education that can bring their other hopes within reach. However, what is need-
ed is a policy that extends this opportunity to all children. 
A Well-Structured Policy Framework Is Critical for Scalable and Sustainable Early- 
Life Wealth-Building Policies Such as 401Kids, American Opportunity Accounts Act, 
and Others 

SEED OK, a long-running experiment ran by Professor Michael Sherraden, direc-
tor of the Center for Social Development (CSD) at Washington University in St. 
Louis, has shown that policy models like the 401Kids bill can be scaled to serve the 
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full population of children, delivering financial and nonfinancial benefits, some of 
which are greater for disadvantaged children. 

To guide program and policy development, a group of CSA experts collaborated 
to identified eight key principles for designing CSAs at scale (Cisneros et al., 2021): 

• Eligibility for all—everyone is included and gets a stake. 
• Automatic enrollment—remove barriers to enrollment. 
• Automatic initial deposit—jump-start wealth accumulation. 
• Start young—maximize wealth-building potential. 
• Targeted additional deposits—those with greater need get more. 
• Centralized savings plan—enable implementation and reduce costs. 
• Investment growth—augment the wealth-building capacity of families. 
• Simplified investment options—make decisions easy. 

Importantly, the 401Kids bill includes seven of the eight principles. To be effec-
tive, Federal early-life wealth building policy requires an efficient, effective, scal-
able, and sustainable account structure. This is fundamental for ensuring that the 
policy will reach all eligible beneficiaries, manage funds successfully, accumulate as-
sets, and distribute those assets effectively. The policy structure and delivery mech-
anisms matter. These elements are strengths of CSAs. 

Agreement on Principles for Early-Life Wealth-Building Policy Extends Beyond 
the CSA Field and the 401Kids Bill 

These wealth-building principles are not only incorporated into CSAs but also 
found within the broader children’s wealth building space. At the present time, two 
early wealth-building proposals are before the Congress: the 401 Kids Savings Ac-
count Act and the American Opportunity Accounts Act, briefly summarized below: 

The 401Kids Savings Account Act of 2024 
U.S. Senator Bob Casey has newly revised and renamed Federal legislation 
aimed at establishing a nationwide children’s account policy. This initiative is 
crafted to empower children across the country, especially those from disadvan-
taged backgrounds, with a pathway to build assets and wealth for future invest-
ments such as funding higher education. The legislation would create asset- 
building accounts for all children in the United States. 

The American Opportunity Accounts Act of 2024 
U.S. Senator Cory Booker and U.S. Representative Ayanna Pressley have re-
introduced this Act, which aims to establish a federally funded account for every 
child to promote economic opportunity and address the racial-wealth gap. This 
legislation provides a $1,000 seed savings account at birth, with additional de-
posits annually (up to $2,000) based on family income and allows access to 
funds for purposes such as homeownership or education at age 18. 

In a recent report, I discussed the similar origins and content of these policy pro-
posals (Elliott, 2022, October). In short, the use of the term Baby Bonds as used 
in Senator Booker’s proposal was first coined by Hamilton and Darity Jr. (2010). 
The stimulus for Baby Bonds was the United Kingdom’s Child Trust Fund and the 
American Savings for Personal Investment Retirement and Education (ASPIRE) 
proposal.6 Both the Child Trust Fund and ASPIRE were developed from the prin-
ciples and concepts articulated by Sherraden in Assets and the Poor and came about 
with his counseling. Because Baby Bonds were inspired by the Child Trust Fund 
and ASPIRE, it seems fair to say that the origin story of Baby Bonds can be traced 
back to Assets and the Poor much in the same way that CSAs can be. However, 
despite sharing a similar origin, the policy discussions remain somewhat separated 
(Elliott, 2022, October). Motivated by our shared commitment to secure asset- 
building commitments that improve children’s chances, we are making progress on 
bringing them together. 

In November 2023, policymakers and researchers gathered to discuss wealth 
building policy at the Urban Institute. Policy views on both CSAs and Baby Bonds 
(e.g., American Opportunity Accounts Act) were represented, and discussants 
reached consensus on policy principles and design features for early-life wealth 
building Federal policies (Brown, Biu, and McKernan, 2024): 

›Start at the beginning. 
›Ensure inclusion and reduce wealth inequities. 
›Make real investments. 
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7 For more information on Promise Programs and free college proposals, go to https:// 
www.freecollegenow.org/promise_programs. 

›Structure, scale, and transparency. 
›Ease of access and use. 
›Support vertical integration. 

These six policy principles and their related policy design features have substan-
tial empirical footing in CSA research and implementation to date and overlap con-
siderably with the eight key principles for designing CSAs at scale (Cisneros et al., 
2021). Further, the SEED OK experiment has demonstrated that these six prin-
ciples and the associated features can serve a full population of children (Huang, 
Shanks, Clancy, Elliott, and Sherraden, 2024). 
CSAs Were Envisioned as Large-Dollar Accounts 

There is one substantial difference between current CSA models and one of the 
six wealth-building policy principles, ‘‘make real investments.’’ Current CSA models 
mostly provide small one-time initial deposits. This is very different from the 
401Kids proposal and American Opportunity Accounts proposal both of which em-
phasize the importance of a real investment by the Federal Government in wealth 
building for children. 

Despite the current small initial deposits common in CSAs today, when describing 
the possibilities of what a CSA could be in Assets and the Poor, Sherraden’s (1991) 
seminal book where he proposed CSAs, he provided a wide range of options for what 
they could become. For example, while current models of CSAs are restricted to edu-
cation, Sherraden also laid the groundwork for multipurpose CSAs—that is, CSAs 
that were for other wealth building goals such as homeownership, starting a busi-
ness, or retirement. While the most popular and widespread form of CSAs today are 
accounts with small one-time initial deposits, the CSA concept is not restricted to 
this model and can also accommodate large-dollar principles outlined in 401Kids, for 
example. 

While there is evidence that CSAs alone can have valuable impacts, they also pro-
vide an infrastructure for delivering scholarship programs that can bolster student 
academic outcomes in important ways (Elliott, Grant, and Case, 2023, March; El-
liott, May 2024). They may also provide means for delivering free college proposals 
(Promise Programs in practice) using the CSA infrastructure.7 This proposition that 
CSAs provide an infrastructure that can be used to deliver free college proposals is 
like what Elliott (2022, October) has proposed regarding Baby Bonds. Free college 
and Baby Bonds proposals are extensions of traditional scholarships in as much as 
they both focus on giving children a sum of stored away money (or assets) when 
they turn age 18. As such, I suggest traditional scholarships and financial aid more 
generally, is a type of asset building institution for children. 

It might seem foreign to think of free college or scholarships (i.e., financial aid) 
as a type of asset-building policy because education and wealth building have often 
been thought of as separate ideas on different policy tracks. However, what is a free 
college proposal but a policy to provide children with a significant asset when they 
reach age 18? In addition to how they are talked about, the major difference is the 
structure used to deliver each of these asset building strategies. What CSAs provide 
is a ‘‘well-structured policy framework’’ capable of delivering all different kinds of 
assets to children (Huang, Shanks, Clancy, Elliott, and Sherraden, 2024, p. 2). How-
ever, unlike the financial aid delivery system or even the trust accounts proposed 
in Baby Bonds, CSAs as a delivery system extends back into childhood, as early as 
birth. They also can extend into older adulthood (e.g., 401Kids proposes rolling over 
assets into a Roth IRA). As such, it gives these policies the ability to impact chil-
dren’s early outcomes as well as post college outcomes and by doing so may provide 
the best existing, tested, and scalable vehicle for strengthening the return on de-
gree, a proposition that requires an institutional structure that can impact chil-
dren’s pre-college outcomes, college outcomes, and post-college outcomes. 

Federal investments of the size discussed in 401Kids, Baby Bonds, and free col-
lege proposals can have an identifiable impact on wealth inequality. For example, 
policy simulations show that if a universal CSA program had been established in 
1979 with a progressive initial deposit of $7,500 for low-wealth households (less 
than $5,000 net worth) with incremental declines to $1,250 for the highest-wealth 
households ($25,000 net worth or more), the Black/White wealth gap would be de-
creased by 23 percent (Sullivan, Meschede, Shapiro, Asante-Muhammed, and 
Nieves, 2016). This moment in U.S. history post-pandemic facing the pending labor 
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market disruptions of AI, grappling with political polarization and its relationships 
to wealth inequality demands urgent action to close wealth gaps. That was part of 
the motivation of participants in the Urban Institute convening—to emphasize the 
need for a significant Federal investment. Real change requires a strong investment 
by the Federal Government. 

To deliver on the idea that free college can also be accomplished using the CSA 
infrastructure I recommend connecting the size of the government investment in 
CSAs for an individual child to what it would cost to provide a free college edu-
cation. Currently, the average cost of attendance at a public 4-year college in-state 
institution in the 2022–2023 school year is $11,260 which would be $45,040 for 4 
years (College Board, 2022). Estimates by the Joint Economic Committee of the U.S. 
Congress indicate that if a child of an EITC-eligible single parent received the 
401Kids deposits from birth, the child’s account could accumulate over $53,000 by 
age 18 (Casey, 2024). That sum would fully cover the average cost of tuition and 
fees at a 4-year, in-state, public college, or university in 2023–2024 and leave some 
money over to be placed in a retirement account (though ideally these accounts 
would stay with children throughout their lives; birth to retirement). This is also 
in line with Senator Corey Booker’s (2023) Baby Bonds proposal. His proposal, 
which also would phase out based on income level (i.e., the poor get more), would 
provide every child with an initial deposit of $1,000 at birth and then an additional 
$2,000 every year after until they turn 18. As a result, a child whose family’s an-
nual income is 100 percent of the Federal poverty level would have about $46,215 
in their account when they were 18. It is worth noting, the Federal investment 
would not include the potential for additional assets to flow into these accounts from 
third parties. 
History Teaches Us That a Significant Federal Investment—Though It Might Seem 
Unthinkable at the Time—Can Have a Measurable Impact on American Outcomes 
and Be Heralded in Hindsight as a Cornerstone of American Opportunity 

History tells us that the GI Bill made higher education and housing possible for 
millions of veterans. Undoubtedly the expense seemed unthinkable to many at a 
time when the country was recovering from war spending. In 1944 the U.S. spent 
$14.5 billion (about $139.6 billion in 2020 dollars) on the GI Bill, nearly doubling 
the number of college graduates between 1940 and 1950 (Wells, 2022). Despite the 
heavy financial cost of war, this post-war investment not only improved millions of 
lives, but within 8 years of the bill’s signing, it had returned every dollar invested 
in education nearly seven-fold in economic output and Federal tax revenue (Improv-
ing access to preschool and postsecondary education, 1988). Returning veterans rep-
resented a crisis to the postwar economy, and a significant investment was nec-
essary to restore faith that the American dream was still attainable for all. Invest-
ment in CSAs shows signs of also being such an investment. An analysis by Jose 
Diaz, an economist with the Constellation Fund, showed that every dollar invested 
in 401Kids Accounts would generate $2.61 in benefits to society. The benefits, Diaz 
noted, would come from ‘‘increased income, improved health, additional tax reve-
nues, and savings to other government sectors’’ (Diaz, 2023). 

Notably, investment does not have to solely fall at the feet of the Federal Govern-
ment. The CSA design proposed in 401kids distinguishes itself from other wealth 
building policies not only for its social and psychological effects, but because it pro-
vides a structure that allows for multiple streams of assets to flow into a child’s ac-
count. 
The True Wealth-Building Power of CSAs Is in Their Ability to Allow for Multiple 
Streams of Assets to Flow into a Child’s Account 

CSAs that include targeted ongoing progressive deposits as outlined in 401Kids 
provide a financial infrastructure for reducing the level of wealth inequality in soci-
ety. The ability to provide targeted ongoing deposits provides the Federal Govern-
ment with a type of valve that can be used to facilitate the flow of assets into house-
holds. The transformed 529 plan detailed in 401Kids acts as the plumbing for car-
rying assets wherever children need them throughout the country, leveling the play-
ing field. 

By allowing multiple streams of assets to flow into accounts, in addition to the 
government and families’ own participation in asset building, third parties such as 
extended family members, employers, philanthropists, communities, as well as other 
entities are also given access to valves that can also be used to increase the flow 
of assets making sure they get to where they are needed. These types of institutions 
are already available in high-income communities. Not giving low-income commu-
nities access to this type of financial institution only prevents them from being able 
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8 To learn more about NYC’s Kids RISE and how it is leveraging CSAs’ capacity for facili-
tating multiple streams of assets to flow to its children, go to https://aedi.ssw.umich.edu/sites/ 
default/files/documents/Reports/csa-doorway/csa-doorway-case-study-5.pdf?v=1.0. 

9 To learn more about how the Early Awards Scholarship program is leveraging CSAs’ capac-
ity for facilitating multiple streams of assets to flow to its children by transforming traditional 
scholarships into early award scholarships, go to https://aedi.ssw.umich.edu/sites/default/ 
files/documents/Reports/csa-doorway/csa-doorway-case-study-2.pdf. 

10 To learn more about The Bright Future Booster and how Keystone Scholars is leveraging 
their CSA infrastructure, go to https://aedi.ssw.umich.edu/sites/default/files/documents/Re-
ports/csa-doorway/csa-doorway-case-study-1.pdf. 

to distribute the wealth they do have more easily to those in need in their commu-
nities. 

The idea that CSAs provide the opportunity to have multiple streams of assets 
is not merely theoretical. CSA programs have begun to tap into the power of CSAs 
to bring together multiple streams of assets into a child’s account. For example: 

• New York City’s Kids RISE program announced in December of 2022 that 
1,200 first graders from Canarise and East Flatbush will receive a $1,000 
community scholarship to be placed into their Kids RISE accounts (Cox, 
2022).8 

• The Community Foundation of Wabash County’s Early Award Scholarship 
Program in Indiana informs donors that their CSA program allows them to 
transform traditional scholarships awarded at age 18 into early award schol-
arships. For example, recently a donor opted to put $1,000 in the accounts 
of all children in K–4 who are participating in the program as an early award 
scholarship (Weaver, 2020).9 

• Pennsylvania’s statewide CSA program, Keystone Scholars, has a program 
called, The Bright Future Booster. It provides an additional, one-time $50 de-
posit to accounts for babies born between January 1st and June 30, 2021, to 
mothers enrolled in the Special Supplemental Nutrition Program for Women, 
Infants, and Children (WIC) at the time of their baby’s birth. It was the first 
automatic targeted deposit at scale in a statewide CSA program.10 

• The College Board (2013) recommended supplementing the Pell Grant pro-
gram by opening savings accounts for children as early as age 11 or 12 who 
would likely be eligible for Pell once they reached college age and making an-
nual deposits of 5 percent to 10 percent of the amount of the Pell Grant 
award for which they would be eligible. 

The city of Saint Paul, MN is not only rigorously testing the power of CSAs to 
provide an infrastructure that allows multiple streams of assets to flow into a child’s 
account, but they are also testing how this same infrastructure can be used to con-
nect income strategies together with asset strategies in an experimental study they 
call CollegeBound Boost. This program builds on their existing citywide CSA pro-
gram, CollegeBound, by adding a guaranteed income component and ongoing tar-
geted deposits (like 401Kids and Baby Bonds). 

The experimental study provides families individual interventions related to edu-
cation, income, and the racial wealth gap using CSAs as the scaffolding to bind 
them together: 

• No-treatment control condition. 
• Quarterly CSA deposits only condition ($250 quarterly, total of $1,000 annu-

ally). 
• Guaranteed income payments ($500 per month) + quarterly deposits condi-

tion. 
This experiment augments the ability of families to save by providing them with 

additional cash to meet their basic needs, which in turn increases the amount of 
income they have left over to save. It also boosts the total assets they have for pay-
ing for college by directly transferring city funds into the CSA of children living in 
the city. Finally, St. Paul uses the CSA infrastructure as a financial mechanism to 
deliver 401Kids or Baby Bond-type deposits to their constituents. As such, it serves 
as one of the first tests of whether a small dollar CSA could act as a delivery system 
for large ongoing targeted deposits. 

The potential of different types of assets flowing into a CSA makes it a tool that 
can provide a way for not only government but foundations, faith-based organiza-
tion, philanthropists, employers, and many others to help finance college and reduce 
wealth inequality. Furthermore, CSAs’ potential to connect different poverty, wealth 
building, and even education (to include financial education) strategies so that they 
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can work together under one umbrella might be a game changer in the fight against 
poverty, wealth inequality, and eroding return on degree. 

POVERTY AND WEALTH INEQUALITY ARE FINANCIAL CAPABILITY PROBLEMS 

From a financial capability perspective, solving poverty is not mainly an issue of 
feeding, clothing, and sheltering children. Nor is solving wealth inequality mainly 
a problem of transferring wealth to families to reduce the wealth gap. Both are im-
portant for equipping children with what they need to become financially capable, 
but they are not sufficient. In short, what I am suggesting is that the root cause 
of poverty and wealth inequality is lack of financial capability. Building on 
Sherraden (2013), Zheng and I (2023, November) have posited that to be financially 
capable, children must have access to financial institutions (e.g., CSAs), assets (e.g., 
401Kids or Baby Bond-like deposits), and financial literacy (e.g., financial education 
training). If a goal of social welfare policy is to make children financially capable, 
then ending poverty and wealth inequality would be byproducts not the primary 
goals of social welfare policy. The financial capability perspective is reflected in the 
saying, ‘‘give a person a fish, and you feed them for a day; teach a person to fish, 
and you feed them for a lifetime.’’ However, teaching in the context of financial ca-
pability emphasizes experiential learning, which means inclusion in financial insti-
tutions, having access to income and assets, and access to quality financial edu-
cation are necessary parts of becoming financially capable. 

Generally, the CSA movement has been associated with the effort to create the 
institutional structure so that everyone can have access to wealth, the Baby Bonds 
movement with supplying enough wealth to be able to build one’s new wealth, and 
the financial education movement with assuring children have enough financial 
knowledge and skills to be able to use financial institutions and income and wealth 
to become producers of wealth; that is, fishers. It seems that to solve poverty a fi-
nancial capability framework is needed that brings all three poverty and wealth al-
leviation strategies under one umbrella. The CSA infrastructure may be that um-
brella as demonstrated by the CollegeBound Boost experiment in Saint Paul, MN. 

POLICY RECOMMENDATION 

The proposed 401Kids Savings Account Act would establish a Federal CDA policy 
with universal, automatic, and progressive features. By serving all children at birth 
through a centralized savings platform—a transformed 529 college savings plan— 
this policy would promote asset building, wealth equity, and child development, par-
ticularly for people of color and disadvantaged families. Research has shown that 
this evidence-based policy design is efficient and sustainable, and it has often gar-
nered bipartisan support in the States. Legislation is now before the Senate Com-
mittee on Finance, the House Committee on Ways and Means, and the House Com-
mittee on Energy and Commerce. I recommend that policymakers consider evidence 
from sound research in developing an effective, sustainable policy to advance equity 
and address wealth inequality. 

More specifically I make the following recommendations: 
• Connect the size of the Federal investment in CSAs over the course of 18 

years for an individual child to what it would cost to provide children with 
a free college education (roughly $45,000 currently). This amount is in line 
with the 401Kids proposal and the American Opportunity Accounts proposal. 

• Changes to section 529 of the Internal Revenue Code of 1986 that were pre-
scribed in 401Kids be enacted. Specifically, that expanded uses beyond edu-
cation to include buying a home, starting a business, or saving for retirement 
be allowed. As of January 1, 2024, the Code has already been changed to 
allow funds to roll over into a beneficiary-owned Roth IRA tax-free and 
penalty-free. Allowing for expanded uses would better equip the CSA infra-
structure to act as a deliver system for other children’s asset building pro-
grams such as Baby Bonds proposals. 

• Regarding the 401Kids bill and the annual contributions cap of $2,500. I rec-
ommend, in the case of low-income families, it only apply to Federal matching 
funds. Restricting contributions to $2,500 per year for low-income families 
will have the effect of limiting the ability to take advantage of the full power 
of CSAs to build wealth (i.e., the ability for multiple streams of assets to flow 
into an account) discussed in this testimony. If third parties (e.g., family 
members, employers, philanthropists, communities, and other entities) can 
contribute amounts over the $2,500 for low-income children, this will reduce 
wealth inequality while leveling the playing field for all children. 
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Regarding concerns of wealthy families unfairly taking advantage of the oppor-
tunity to save in 401Kids and thus potentially increasing wealth inequality, this 
would be muted by the fact that children living in wealthier families would not 
be able to receive contributions that totaled more than $2,500 per year in their 
401Kids account. 
• Accounts should remain in place from birth until retirement, taking full ad-

vantage of the potential for assets to continue to flow into or remain in ac-
counts throughout an individual’s life. 

Again, I would like to thank the committee for the opportunity to participate in 
today’s hearing. 
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Question. Child savings accounts provide viable options for families to have the 
opportunity to save money for their children’s education. However, persistent eco-
nomic disparities exist that may prevent certain children from enrolling in college 
or vocational schools. This is why it is important that underserved communities 
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have access to child savings plans as these accounts act as important vehicles to 
ensuring access to education. 

As of 2023, there are 121 child savings account programs in 39 States and DC, 
with 5.8 million accounts. Access to child savings accounts can remove certain eco-
nomic barriers increase the likelihood that individuals in underserved communities 
have the option to pursue higher education. 

Can you speak to some of the barriers that exist which prevent families from 
starting a child savings account? 

Answer. Inclusion can be defined as having access to an asset-building program 
for children. From this perspective, the focus of inclusion is on ensuring every child 
has access to the USAs. Inclusion as access aligns with an opt-in approach to enroll-
ment. Policies and programs that adopt an opt-in approach require participants to 
enroll. However, there are barriers that low-income families face to enrolling that 
make opt-in less than desirable if full inclusion is the goal. For example, they are 
very busy trying to make it day to day and so a lengthy application process is likely 
to discourage enrolment, low financial knowledge can also be a barrier, and many 
low-income families simply are not aware of the programs or their benefits.1 Not 
surprisingly then, opt-in programs invariably end up favoring higher-income fami-
lies. This can be seen in examples Dr. Elliott’s uses in his testimony on the Canada 
Education Savings Program, UK’s National Child Trust Fund and Individual Sav-
ings Accounts (ISAs), and Maine’s My Alfond Grant programs also copied below in 
the second part of this question as well.2 

In contrast, inclusion can mean ensuring every child has an account, or as close 
to full inclusion as possible. Inclusion as having an account aligns with an opt-out 
approach to enrollment. Policies and programs that adopt an opt-out model auto-
matically enroll participants. 

Question. What can be done by the Federal Government to reduce these barriers 
and ensure equitable access to child savings accounts for low-income families? 

Answer. In a recent brief I presented three examples that illustrate why auto-
matic enrollment is the best way to ensure equitable access to CSAs for low-income 
families (Elliott, 2024, June). Here are the three case studies that can help inform 
the discussion about the different approaches to enrollment (opt-in or opt-out): 

CHILD ACCOUNT POLICY EXAMPLE NO. 1: 
MAINE’S STATEWIDE MY ALFOND GRANT PROGRAM 

Maine’s My Alfond Grant (originally called the Harold Alfond College Challenge) 
is a statewide CSA program that uses the State’s 529 platform called NextGen529. 
My Alfond Grant was first administered statewide in 2009 as an opt-in (i.e., families 
chose to enroll) program. To enroll and receive the $500 Alfond Grant, families had 
to open a NextGen account within 1 year of a child’s birth. Using the opt-in model, 
the My Alfond Grant program was able to enroll about 25,000 Maine families. So, 
about 35 percent of eligible children received the $500 grant.3 Importantly, re-
search also showed that children who lived in households that were less 
educated, who did not have other investments, and who did not have a fi-
nancial advisor were less likely to be enrolled.4 

However, in 2014 the My Alfond Grant switched to an opt-out model (i.e., all new-
born babies were automatically enrolled). Using an opt-out model they were 
able to achieve nearly 100-percent enrollment, or nearly full inclusion. 



47 

5 Hannon, S., Moore, K., Schmeiser, M., and Stefanescu, I. (2016). Saving for college and sec-
tion 529 plans. Board of Governors of the Federal Reserve System. FEDS Notes. Find at FRB: 
FEDS Notes: Saving for College and Section 529 Plans (https://www.federalreserve.gov/ 
econresdata/notes/feds-notes/2016/saving-for-college-and-section-529-plans-20160203.html). 

6 Frenette, M. (2017). Which families invest in registered education savings plans and does 
it matter for postsecondary enrolment? Analytical Studies Bank Research Paper Series. Statis-
tics Canada. Find at Which Families Invest in Registered Education Savings Plans and Does 
It Matter for Postsecondary Enrolment? (https://www150.statcan.gc.ca/n1/pub/11f0019m/ 
11f0019m2017392-eng.htm). 

7 Employment and Social Development Canada (2022). Evaluation of the Canada education 
savings program. Government of Canada. Find at (https://www.canada.ca/content/dam/esdc- 
edsc/images/corporate/reports/evaluations/education-savings/cesp-2022-en.pdf). 
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CHILD ACCOUNT POLICY EXAMPLE NO. 2: 
THE CANADA EDUCATION SAVINGS PROGRAM 

In 1972 the Canadian Government created the Registered Education Savings Plan 
(RESP). RESPs are similar to U.S. State 529 education savings plans. However, like 
enrollment rates in U.S. State 529 plans, higher-income families are far more likely 
to enroll in RESPs.5, 6 

In 1998, Canada launched the Canada education savings program (CESP) to help 
increase participation in RESPs. When it began, families had to open an RESP (i.e., 
opt in) and once enrolled, Canadians were eligible for the Canada Education Sav-
ings Grant (CESG)—a 20-percent match from the Government of Canada on con-
tributions up to $2,500 (or a maximum grant of $500 per year, to a lifetime amount 
of $7,200). The CESG is available for youth up to age 17. 

Despite access to RESPs and even with the advent of matching funds, the Cana-
dian Government in 2004 recognized that low-income families were using these reg-
istered accounts at much lower rates than middle- and higher-income families. To 
encourage higher uptake, the government introduced the Additional CESG (A– 
CESG) and created the Canada Learning Bond (CLB). Both the A–CESG and the 
CLB are income-tested benefits, with the thresholds updated yearly. Through the 
A–CESG, families with incomes between $53,360–$106,717 CAD (threshold for July 
2023 through June 2024) receive an additional 10-percent match on the first $500 
contributed to the RESP, while those with lower incomes ($53,359 or less) receive 
an additional 20-percent match, meaning an extra $50/$100 respectively per year. 

Through the CLB, the Canadian Government provides up to $2,000 without re-
quiring any RESP contributions, with eligibility based on adjusted income ($53,359 
or less) and family size. The CLB consists of a $500 payment the first year a child 
is eligible, and $100 each subsequent year they are eligible up to age 15. An eligible 
youth can also request their CLB retroactively until they turn 21. The only require-
ment is to open an RESP and request the CLB. But awareness of eligibility for these 
funds is low, and even for families who are aware of the program, it can be chal-
lenging to first open an RESP for a child.7 Children in care of the State are also 
eligible for the CLB, but there are often significant challenges to enrolling them. 
Thus, despite the additional money available to low-income families, higher-income 
families continue to be more likely to have an RESP and to receive the majority of 
the CESP benefits.8 

Therefore, the data showing low uptake made it increasingly clear to the Cana-
dian Government that the only way to achieve full inclusion and ensure low-income 
children can access their CLB payments is by automatically enrolling all eligi-
ble children. So, starting in 2028–2029 the Canadian Government plans to auto-
matically open an RESP for all eligible low-income children born in 2024 or later, 
and auto-deposit the CLB payment into the account.9 

CHILD ACCOUNT POLICY EXAMPLE NO. 3: 
THE U.K.’S NATIONAL CHILD TRUST FUND PROGRAM 

The U.K. example differs from both the Maine and the Canadian example. Where-
as to achieve full inclusion Maine and Canada moved from an opt-in approach to 
an opt-out approach, the U.K. moved from an opt-out approach to an opt-in ap-
proach. 
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15 For a review of these findings, see Elliott, W. (2024, Jan.). Assessing the evidence for Chil-
dren’s Savings Accounts (CSAs) as an effective strategy for improving children’s postsecondary 
outcomes: The continuum of evidence of effectiveness. University of Michigan. Center on Assets, 
Education, and Inclusion (AEDI). Find at (https://aedi.ssw.umich.edu/sites/default/files/docu-
ments/Reports/evolution-of-csa-research.pdf?v=1.1). 

Asset-building work in the U.S. led by Michael Sherraden and his center, Center 
for Social Development at Washington University in St. Louis, MO, directly led to 
and informed the Child Trust Fund policy in the U.K.10 In 2005 the U.K. set up 
universal savings accounts for children born from September 2002 onwards with an 
initial deposit of Ö250 (about $312 today) or Ö500 (about $624 today) for low-income 
children. 

Interestingly for this conversation, in the U.K., unlike the U.S. or Canadian 
versions of automatic enrollment that use birth records or tax data to enroll chil-
dren, the parent/guardian was expected to open an account. Only if the parent/ 
guardian did not open an account did the government open an account for the child. 
Research shows that the government had to set up 28 percent of accounts 
on behalf of children.11 This highlights the potential benefit of automatic enroll-
ment for ensuring full inclusion. 

Importantly for this discussion, in 2010 the U.K. government ended the Child 
Trust Fund program for children born after January 2, 2011, and replaced it with 
what they called Junior Individual Savings Accounts (ISAs). Junior ISAs did not 
come with government contributions, and families had to opt into the program. They 
resemble State 529 plans, as they have a maximum annual contribution cap of 
Ö9,000 (about $11,234 today). Like State 529 plans, higher-income families are far 
more likely to have a Junior ISA, and to save far more in their ISA.12, 13 

While these case studies make clear that adopting a full-inclusion approach 
assures everyone has access, the approach still does not ensure everyone will have 
an account. Further, access would appear more appropriate if wealth-building in 
401Kids accounts, for example, was limited to individual saving. However, if the 
government makes contributions, both the Canadian and U.K. examples support the 
notion that full inclusion is a more applicable approach, assuring that everyone re-
ceives these contributions. Similarly, research and practice in U.S. CSA programs 
indicate that CSAs support not only individual and government contributions, but 
also third-party contributions from such entities as foundations, philanthropists, 
employers, communities, and many others.14 Full inclusion assures that these funds 
can flow to everyone. Additional evidence supporting the full inclusion approach 
demonstrates that just owning an account produces important social and psycho-
logical impacts that complement their economic impacts.15 

Question. Housing is a key priority in closing the wealth gap as homes can be the 
primary nest egg for many families in this country and a tool to build and pass 
down wealth. Under the Biden administration’s leadership, we have made progress 
towards ensuring that families that otherwise would not have access to homeowner-
ship can make strides towards purchasing a home. 

Tax credits such as the Low-Income Housing Tax Credit (LHITC) and my pro-
posed legislation, the Neighborhood Homes Investment Act (NHIA), support afford-
able housing developments and wealth building for individuals. This is ultimately 
intertwined with family savings. By creating incentives for affordable housing, we 
can increase the supply and access to home ownership for families. 

Can you speak to the specific benefits of incentivizing homeownership as it relates 
to wealth building and family savings? 
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Answer. The Pew Research Center finds that in 2021 half of U.S. homeowners de-
rived more than 45 percent of their wealth from the equity in their homes.16 Home-
ownership is even more important for building wealth among Black and Hispanic 
households. About 63 percent of Black homeowners net worth is derived from home 
equity and about 66 percent for Hispanic homeowners. Importantly, while about 62 
percent of U.S. households own their home, they also find that only 40 percent of 
Black households owned their home and 47 percent of Hispanic households. Fur-
thermore, households who do not own a home are also far more likely to be asset 
poor (i.e., living in a household that does not have enough assets to allow them to 
remain above the official poverty line for 3 months).17 It stands to reason, policies 
that help to increase homeownership rates, particularly among Black and Hispanic 
households, can help households build wealth. 

It is commonly recognized that one of the biggest barriers to buying a home is 
lack of funds for down payment and closing costs. Individual Development Accounts 
(IDAs) are matched-savings accounts primarily targeted to adults and designed to 
assist low-income households build assets through homeownership, education, or en-
trepreneurship.18 The American Dream Demonstration (ADD)19 began in 1997, initi-
ated by the Corporation for Enterprise Development,20 to test whether lower-income 
families and households could build assets in IDAs. The 5-year ADD demonstration 
concluded with promising results that produced insights that have informed the de-
sign of other asset building interventions.21 During that same year, the Assets for 
Independence (AFI) Act was passed into law, which established a Federal grant pro-
gram to provide nonprofits and government agencies with funds to offer IDAs to 
lower-income families and households.22 

Regarding homeownership, findings from the ADD experiment show: 

The treatment had a significant positive effect on the rate of homeowner-
ship. After 48 months, the homeownership rate was 6.2 percentage points 
higher in the treatment group than in the control group. Proportionally, 
this was a 14-percent increase, relative to the homeownership rate for the 
control group (42.9 percent at month 48). The favorable effect on homeown-
ership was pronounced among the following subgroups (as defined at base-
line): those who did not own a home, African-Americans, families comprised 
of two or more adults with children, those with more than $1,100 in total 
financial assets, those not on public assistance, and those with a checking 
or savings account. Additionally, the extent to which baseline non- 
homeowners subsequently engaged in activities preparatory to home pur-
chase (such as attending an open house or repairing credit to apply for a 
mortgage) was significantly higher among those in the treatment group.23 

Sherraden initially proposed that IDAs should be opened early in life—ideally, at 
birth—to promote asset building and well-being across the life span. Sherraden 
writes, ‘‘Because asset-based welfare is a long-term concept, some of the best appli-
cations of IDAs would be for young people. Young people would be given specific in-
formation about their IDAs from a very early age, would be encouraged to partici-
pate in investment decisions for the accounts, and would begin planning for use of 
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the accounts in the years ahead.’’24 As implemented, however, in part due to fund-
ing constraints and the need to produce demonstrable outcomes on timelines accept-
able to philanthropic and government investors, IDAs have continued as short-term 
programs to assist families and households in achieving home ownership, education, 
enterprise, or other development goals. In the ADD experiment, the average total 
asset (net deposits plus match) accumulation in an IDA was $1,543 (among savers 
it was $2,755).25 

IDAs were the precursor to children’s savings accounts (CSAs). The 401Kids legis-
lation, a type of CSA policy, has the potential to have a far greater impact on hous-
ing outcomes of low-income families. This is because it allows wealth to start accu-
mulating in these accounts from birth. And they are not solely reliant on individual 
contributions for building wealth in these accounts. Estimates by the Joint Eco-
nomic Committee of the U.S. Congress indicate that if a child of an EITC-eligible 
single parent received the 401Kids deposits from birth, the child’s account could ac-
cumulate over $53,000 by age 18.26 This does not even include the potential of CSAs 
for producing wealth from multiple streams of assets beyond individual and govern-
ment contributions (e.g., from philanthropists, employers, foundations, communities, 
and other third parties).27 

Combining 401Kids with legislation like the Neighborhood Homes Investment Act, 
which helps families to develop and renovate their homes would only further in-
creasing the equity families have in their homes.28 Funding for home repairs is par-
ticularly important for low-income families and families of color being able to stay 
in their home and for increasing the value of the home.29 

QUESTIONS SUBMITTED BY HON. ELIZABETH WARREN 

Question. You testified about the importance of education as an equalizer in the 
U.S. economy, but also emphasized the clear unequal return on degrees by family 
wealth. Your research has also found that taking out just $10,000 in student loans 
is associated with an 18-percent decrease in the rate of achieving median net 
worth.30 Addressing wealth inequality, investing in children’s futures, and reducing 
future student debt are powerfully important, but unfortunately, today more than 
43 million borrowers in the United States already carry a total of $1.6 trillion in 
student debt and more than 2 million borrowers have been repaying those loans for 
at least 20 years.31 

What role does student debt cancellation play in addressing inequities in our 
higher education system? 

Answer. The U.S. Federal student loan program has received considerable policy 
attention in recent years. However, the policies proposed almost exclusively focus 
on softening the blow dealt by student loans, rather than avoiding the damage in 
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the first place. Approaches such as income-based repayment plans, in their various 
iterations, are all designed to help borrowers cope with the consequences of their 
student borrowing, yet none have been demonstrated to truly avoid the educational, 
social, and financial hazards of using student loans to finance college in the first 
place. 

EXTENDING PAYMENT PERIODS MAY ACTUALLY 
EXACERBATE INEQUITY IN HIGHER EDUCATION 

Even as understanding of student loans as a dis-equalizing force has permeated 
popular discussion to some degree, there has been little reconsideration of the fun-
damental wisdom of relying so heavily on student loans to level the education play-
ing field. Indeed, some proposals might even exacerbate inequity in higher edu-
cation. For example, if we encourage low-income students to enroll in less expensive 
2-year schools to reduce their expenses,32 institutions where they would still need 
to borrow to pay for them, and economically advantaged students can choose their 
schools without worrying about how to pay for college, we run a real risk of creating 
an explicitly two-tiered structure, particularly since all institutions are not created 
equal in terms of educational outcomes.33 

Reimagining, and then, rebuilding, the U.S. financial aid system must begin with 
a more complete accounting for the true costs of student loans, to students and the 
larger economy.34 And so, while current proposals largely center on reducing month-
ly payment burdens for students to reduce the incidence of delinquency and default, 
they do little to address the long-term effects of student loans, before and after col-
lege. 

• About 21 percent of borrowers avoid delinquency by using deferment or forbear-
ance.35 

• Nine years after leaving school, the 2005 cohort has paid down only 38 per-
cent of its original student debt. Under a standard 10-year amortization 
schedule, these loans would be approaching full repayment, and only about 
10 percent of the original balance would remain.36 

• Racial Disparities: 4 years after earning a bachelor’s degree, Black 
graduates in the 2008 cohort held $24,720 more student loan debt than 
White graduates ($52,726 versus $28,006). It was less than $2,000 in 
1993.37 

• Of high-balance borrowers, 22 percent have student loan balances higher in 
2014 than they did in 2009, even without ever falling into severe delin-
quency or default.38 
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• Racial Disparities: Nearly half (48 percent) of all Black graduates owe 
more on their Federal undergraduate loans than they did at graduation, 
compared to just 17 percent of White graduates.39 

Indeed, policies that seek to reduce the strain on student borrowers by extending 
the repayment period or making other modifications to the student loan program 
may only prolong the harmful effects on students financial and life outcomes. 

FAILURE OF STUDENT LOANS 

Research suggests that student loans’ fail to catalyze greater educational achieve-
ment, increase students’ engagement in school, and foster stronger economic founda-
tions.40 There is a growing body of evidence that reveals the dimensions on which 
student loans endanger the well-being of individual borrowers, the institutions de-
pendent on them, and our macro-economy.41 Data reveal that disadvantaged stu-
dents, particularly low-income and students of color, are disproportionately affected 
by these forces,42 unacceptable effects given the desired role of higher education in 
fostering greater equity and upward mobility.43 Research shows, when comparing 
students who graduate from college with student loan debt and those who graduate 
but with no debt, those without debt do better: 

• Labor market decisions.44 
• Delay marriage.45 
• Earn less by the time they reach their 40s.46 
• Less net worth.47 
• Less retirement savings.48 
• Less likely to own a home.49 
• Less likely to start up a new business.50 
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From an equity standpoint, the underlying problem is not high default rates, for 
example, the underlying problem is funding education through student loans in the 
first place. Extending the time people have to pay back loans in order to maintain 
a broke system of financing college through loans only reduces the opportunity for 
building wealth over a longer period of time. 

EVEN SMALL AMOUNTS OF DEBT CAN HAVE NEGATIVE IMPACTS 

A closer examination of student loans reveals not only the different dimensions 
on which student loans may harm prospective, current, and former college students 
and their households, but also the serious limitations of reforms that relies on stu-
dent loans as a way of financing college. Contrary to popular belief, it is not only 
the extremely ‘‘high-dollar’’ loans—still relatively rare—that should be alarming.51 
One of the things that makes loans particularly risky is that it is not clear what 
is a ‘‘safe’’ level of student loan debt to have. Analysis reveals negative effects on 
asset accumulation and subsequent financial well-being at levels even far below 
‘‘recommended’’ thresholds, revealing the limitations of any efforts to protect stu-
dents by simply trying to avoid huge loans.52 Researchers measure mobility as the 
likelihood and rate of achieving median household net worth among 4-year college 
graduates or above who were at least age 22. After controlling for key differences, 
they found that acquiring the relatively small amount of $10,000 in student loans 
is associated with a 18-percent decrease in the rate of achieving median net worth.53 

STUDENT DEBT CAN DIMINISH THE RETURN ON DEGREE 

Research has consistently shown that children from lower-wealth families are less 
likely to attend and complete college than their counterparts.54 However, maybe 
even more damaging is the growing evidence that suggests even when low-income 
and minority children do the right things and earn a degree, the degree is not an 
equalizer. Researchers find that bachelor’s degree holders from low-income families 
start their careers earning about one-third less than those from higher-income fami-
lies.55 Hispanic and Black American students with a degree have less income and 
net worth than their White and Asian counterparts.56 Furthermore, during the 
Great Recession, Black and Hispanic college-grad families experienced wealth de-
clines far greater than White families without a college degree.57 This suggests that 
having a degree provides less financial protection for Black and Hispanic graduates. 

The unequal return on a degree suggests that strategies that focus only on col-
lege affordability, even free college, will fail to achieve some of our most cherished 
aspirations for education to fulfill its role as an antipoverty strategy or equalizer. 
It also means that where you start off in life matters and whether you have assets 
growing up matters for the types of outcomes you will be able to achieve and for 
whether education pays off equally for all. When it comes to investing in higher edu-
cation as a path to the American Dream of equitable opportunity for all, then, ‘‘free’’ 
without asset building will fail to reduce inequality. 

HOW CAN STUDENT LOAN CANCELLATION HELP? 

Today, though, we see that we cannot articulate children’s savings accounts 
(CSAs) as mere ‘‘complements’’ to student loans, although we still believe that it 
might, theoretically, be possible to build a policy structure that incorporated both 
elements to some extent. In the footprint of the current U.S. system, however, gar-
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nering the political will and fiscal resources needed to catalyze national commitment 
to children’s asset-building must begin with a shared acknowledgement of the fail-
ures of our student loan experiment, particularly as practiced in the past few dec-
ades. In part, this need for a moment of reimagining of financial aid from a debt 
dependent model to an asset building model is fiscal and pragmatic, though it would 
have to happen incrementally, as a long-term strategy. 

The Federal Government must also recognize that it cannot simply pivot away 
from the loans’ central role in financial aid and pretend that it then begins with 
a blank slate. Instead, in addition to a new future direction, the Federal Govern-
ment must also extend some help to those harmed by debt-dependence (i.e., through 
loan cancellation policies). Critically, if constructed correctly, loan cancellation poli-
cies could not only help millions of American households escape oppressive debt 
loads and the footprint left by their discharged debt but could also improve families’ 
asset positions. This should include debt forgiveness on a wider scale than seen to 
date, with the objective of ensuring that college leavers are out from underneath 
their debt in time to build positive financial assets during the critical young adult 
period. Simulations show that a progressive student loan forgiveness policy would 
dramatically reduce the racial wealth gap among low-wealth households. Elimi-
nating student debt among those making $50,000 or below, for example, would re-
duce the Black-White wealth gap by nearly 37 percent among low-wealth house-
holds, and a policy that eliminates debt among those making $25,000 or less reduces 
the Black-White wealth gap by over 50 percent.58 

Acknowledging the difficulties students have faced in trying to finance college 
safely with a flawed product, a thoughtful and fair policy of debt forgiveness need 
not incur moral hazards (i.e., having to once again forgive loans in the future). This 
is because enacting student debt cancellation policies alongside a long-term plan to 
prevent families from having to rely on loans to pay for college like 401Kids does, 
eliminates the need for future generations having to rely on loan forgiveness in the 
first place. 

PREPARED STATEMENT OF ADAM N. MICHEL, PH.D., 
DIRECTOR OF TAX POLICY STUDIES, CATO INSTITUTE 

Chairman Wyden, Ranking Member Crapo, and members of the committee, thank 
you for inviting me to testify today.1 

Saving is an important foundation for economic growth, personal well-being, and 
intergenerational support. When economists and policymakers determine that an ac-
tivity, like saving, is important, the impulse is to encourage more of it. Today, I will 
urge you to first address the places where the government makes it harder for indi-
viduals to save. 

The tax code is a major impediment to savers. The income tax double and triple- 
taxes investment income, discouraging Americans from putting money away for 
their kids, their retirement, or their dream of opening a business. The trillions of 
dollars the Federal Government spends on social welfare programs each year also 
undermines incentives to save, crowding out personal savings for government prom-
ises. 

Thankfully, the tax code has many features, such as qualified investment ac-
counts and lower capital gains taxes, that reduce some of the built-in disincentives 
to save. However, more work must be done to simplify and equalize the tax code’s 
treatment of savers. 

Instead of subsidizing personal savings, Congress should simply get out of the 
way. You could start by ensuring the 2017 tax cuts are made permanent so Amer-
ican families and businesses can have the certainty they need to plan and save for 
the future. Further reforms to the tax code, such as universal savings accounts 
(USAs) and lower income and capital gains taxes, would remove additional disincen-
tives to save. Tax cuts that are paired with cuts to spending programs that crowd 
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out personal wealth would be most effective at allowing Americans to save for their 
own priorities. 

Following pandemic-era stay-at-home orders and massive government financial 
support, Americans accumulated $2.1 trillion in excess savings (savings above the 
previous trend). As of March 2024, that excess savings has been spent, and Ameri-
cans are drawing down other assets as savings rates are again historically low, so-
lidifying a half-century decline.2 Checks from the government fueled more inflation 
than wealth building. Getting government policy out of the way is a better way to 
reverse the decline in American’s savings. 

THE TAX CODE DOUBLE TAXES SAVERS 

Traditional income tax systems encourage consumption over saving by assessing 
multiple layers of tax on interest and investment returns. 

Wages are first taxed by income and payroll taxes. Individuals then choose to 
spend or save their after-tax income. Saved income is delayed consumption, saved 
to be spent in the future—in retirement, for a down payment on a home, to start 
a business, or to pay for education. A saver’s earned interest income or investment 
returns are what the market pays to delay spending. 

Under the income tax system, the increased value of investments is often taxed 
again as interest, capital gains, dividends, and transfers at death by the estate tax. 
The corporate income tax adds another layer of tax on income earned from corporate 
equity investments. Taxing investment returns reduces the market incentives to 
save by lowering the payment to delay consumption. Proposals to tax unrealized 
capital gains through mark-to-market taxes and wealth taxes would further in-
crease effective tax rates on saving.3 

SAVING AND INVESTMENT ARE KEY TO GROWTH 

The level of investment is one of the three main components driving long-run eco-
nomic growth: capital investment, paired with labor (workers), and technological in-
novation. When businesses invest in capital, such as machinery, buildings, and fac-
tories, the economy can be more productive, generating more goods and services 
using the same quantity of labor. Since personal saving is an important component 
of overall investment, additional personal savings will lead to a larger capital stock 
and economy. 

A tax base that equally taxes income from labor and capital creates the smallest 
economic distortions. Such a tax is commonly referred to as a consumption tax.4 
When the income tax system lowers the after-tax return to savings, more income 
is consumed immediately, and entrepreneurs have fewer resources to invest in fu-
ture technologies, expand their businesses, and raise wages. The U.S. tax system 
mitigates the worst of these effects through lower capital gains and corporate in-
come tax rates, as well as tax-advantaged savings accounts, but additional reforms 
are needed. 

QUALIFIED ACCOUNTS REDUCE THE DOUBLE TAX 

One way the tax code reduces the income tax systems’ built-in bias against saving 
is through qualified savings accounts, such as employer-administered 401(k) retire-
ment accounts, Individual Retirement Accounts (IRAs), and 529 plan education sav-
ings accounts. Qualified savings accounts remove capital gains and dividends taxes 
from investment returns, although the corporate income tax still reduces the invest-
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ment return. In the accounts, savers can purchase a wide range of stocks, bonds, 
mutual funds, and exchange-traded funds, although rules vary. 

Qualified accounts allow taxpayers to contribute tax-deferred income (traditional 
accounts) or after-tax income (Roth accounts). Contributions to traditional savings 
accounts are deducted from taxable income so that income taxes are not due when 
the contribution is made. For Roth accounts that receive after-tax contributions, no 
tax is due at withdrawal. If the contribution and withdrawal are made while the 
taxpayer is in the same tax bracket, the effective tax rate on an investment in Roth 
and traditional savings accounts is identical. 

Table 1 shows an illustrative example. Tom and Dan are both 30 years old, in 
the 24-percent income tax bracket, and want to save $5,000 this year. Tom deposits 
$5,000 directly into his traditional 401(k) and receives a corresponding income tax 
deduction, saving him $1,200 in taxes this year. Dan also saved $5,000 of pretax 
income this year but did not deposit it in a qualified savings account and paid 
$1,200 of income tax on his saved income. If Dan and Tom both earn the same 7- 
percent rate of return for 30 years, Tom will pay about $9,800 in taxes when he 
withdraws the savings, leaving him with $31,000. Dan only pays $4,600 in capital 
gains taxes when he sells his assets, but because his original seed money was small-
er, he is left with $26,400 in after-tax savings ($4,700 less than Tom). Tom’s mar-
ginal effective tax rate is 24 percent, and Dan’s is 35 percent.5 

Table 1. Qualified Accounts Lower Taxes on Saving 

Tom 
(traditional 

qualified 
account) 

Dan 
(savings outside 

qualified 
account) 

Pre-tax contribution $5,000 $5,000 
Income tax paid on contribution $0 $1,200 
Value of account, year 1 $5,000 $3,800 
Value of account, year 30 $40,831 $31,031 
Income Tax paid on withdrawal $9,799 $4,655 
After-tax value of savings $31,031 $26,377 

Source: author’s calculations. 
Note: Calculations are based on an income tax rate of 24 percent, capital gains rate of 15 percent, and a 7- 

percent continuously compounded rate of return for 30 years. This is a simplified example that does not ac-
count for discounting taxed in different time periods and other timing complications. 

Without qualified accounts, the income tax system increases the tax rate on Dan’s 
savings, discouraging him from setting money aside for the future. All else being 
equal, Dan will save less for retirement than Tom, and the broader economy will 
be poorer due to Dan’s missing contribution to the capital stock. Without protections 
from investment taxes, the same is true for other types of savings. 

Congress has created qualified accounts for several types of savings: 
• Retirement: Employer-sponsored 401(k) accounts, IRAs, and about 10 other 

types of accounts for special circumstances. 
• Education: 529 plans and Coverdell education savings accounts. 
• Disability: ABLE 529. 
• Health care: Health Savings Accounts (HSAs). In addition to the protection 

from capital gains and dividend taxes, HSAs are fully exempt from income 
tax and payroll tax when distributions are for qualified health expenses— 
sometimes called a triple tax advantage. 

UNIVERSAL SAVINGS ACCOUNTS 

The existing qualified accounts shield taxpayers from double taxation, but they 
also come with income and contribution limits, age restrictions, employer require-
ments, required minimum distributions, and restrictions on what and when the sav-
ings can be spent. These rules are enforced with additional tax penalties and regu-
latory hurdles designed to increase the cost of accessing the savings for non- 
qualified expenses. The complexity of this existing system and penalties for mis-
takes discourage uptake, especially among young and low-income savers for whom 
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liquidity is most important. The restrictions also act as an implicit subsidy for sav-
ings spent on targeted activities, such as education and retirement. 

To fix this problem, Congress could create a universal savings account that would 
function similarly to retirement accounts—income saved in the account would only 
be taxed once—but without restrictions on who can contribute, when funds can be 
spent, or on what they can be spent. Similar accounts have been set up in Canada, 
the United Kingdom, and South Africa, where they are wildly popular, have in-
creased personal savings, and are used by people at every income level.6 In 2020, 
40 percent of Canadian households contributed to a Canadian tax-free savings ac-
count (TFSA)—almost 60 percent own a TFSA—and 51 percent of TFSA account 
holders earned less than Canadian $50,000 (about U.S. $37,000).7 

A similar reform proposed in President George W. Bush’s Fiscal Year 2005 budget 
would have simplified the existing retirement system and created a universal sav-
ings account, called a lifetime savings account, that would have ‘‘allow[ed] an indi-
vidual to earn a tax-free return on deposit amounts and withdraw the funds as 
needed without paying further taxes and without facing a withdrawal penalty.’’8 A 
small (annual limit of $2,500) universal savings account passed the House of Rep-
resentatives in 2018 as part of the Family Savings Act.9 The annual contribution 
limit should be at least $10,000 to ensure the accounts can serve the majority of 
Americans’ saving needs and could be opened as custodial accounts for children to 
encourage saving in early life. 

NOT EVERYONE NEEDS TO SAVE MORE 

The appropriate savings rate varies significantly among individuals and changes 
over the course of their lives. To the extent that government savings programs go 
beyond removing disincentives to save, they could make some people worse off. For 
example, default auto-enrollment features and matching incentives may prompt 
some individuals to save more than is optimal for lifetime financial needs. This 
over-saving can reduce the resources available for current consumption or lead to 
higher debt levels as individuals attempt to maintain their lifestyles. 

For instance, Andrew Biggs highlights the potential pitfalls of automatic enroll-
ment in State-level retirement saving programs. He questions whether lower-income 
individuals—the target of the reforms—actually need to save more for retirement, 
whether State-run auto-IRA plans actually increase net household savings, and 
whether such plans improve the financial well-being of the poor, especially when ac-
counting for interactions with means-tested government transfer programs. Biggs 
concludes that ‘‘the answer to all three questions may be ‘no,’ ’’ suggesting that sav-
ings incentives could leave some people worse off.10 

Supporting this view, a study of the Federal Government’s Thrift Savings Plans 
found that automatic enrollment of Federal employees with less than a high school 
education led to increased borrowing, likely to compensate for lower take-home 
pay.11 A similar dynamic could result from existing policies, such as the Saver’s 
Credit, and proposed policies, such as the saver match in 401Kids. Artificially in-
duced savings that incur additional tax penalties when accessed for non-approved 
spending further reduce individual economic security and wealth building. 
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GOVERNMENT CROWDS OUT PRIVATE WEALTH 

Beyond the direct effects of the income tax system on personal savings, social wel-
fare spending can also displace individuals’ incentive to save. 

Social Security likely crowds out the most private savings. Early work from Mar-
tin Feldstein in the 1970s, corroborated and refined by subsequent research, shows 
that each dollar of promised Social Security benefits can reduce private savings by 
as much as 50 percent.12 Jagadeesh Gokhale, Laurence Kotlikoff, and John 
Sabelhaus find that increased Social Security and Medicare benefits are significant 
factors explaining the multidecade decline in the U.S. savings rate (which declined 
from an average of 12 percent in the 1970s to 6 percent in years before the pan-
demic).13 The lost private savings and resulting smaller capital stock have likely 
placed significant downward pressure on the size of the U.S. economy.14 

In addition to Social Security and Medicare, many other welfare programs simi-
larly reduce the incentive for Americans to save for their own needs. The taxes nec-
essary to finance these programs also reduce the funds available to save. Chris 
Edwards and Ryan Bourne review evidence showing that by crowding out private 
savings, and thus wealth accumulation, welfare spending increases wealth inequal-
ity.15 It does this by reducing the wealth of the lowest-income Americans who rely 
most on the government alternative to private savings. 

NEUTRAL, PROGROWTH TAX CODE IS IMPORTANT FOR SAVING 

Policymakers should work to remove existing government barriers to saving and 
investment before considering new subsidies or transfer programs. In addition to re-
forming and reducing spending programs that crowd out wealth accumulation, Con-
gress should build on the successes of the 2017 Tax Cuts and Jobs Act (TCJA) by 
making it permanent before the 2026 expiration and pursuing additional reforms. 

The TCJA cut individual and corporate tax rates, made it easier for millions of 
Americans to pay their taxes, simplified family benefits, and overhauled the inter-
national tax system, among many other reforms. As a result, the law increased the 
share of taxes paid by higher-income taxpayers and successfully boosted economic 
growth, investment, and wages.16 

Tax cuts can boost savings in two ways. First, allowing individuals to keep more 
of their earnings gives them additional resources to save and a greater incentive to 
invest in human capital, from which they can keep more of the returns. Second, in-
dividuals will save more and consume less if the tax cut increases the after-tax in-
vestment return by cutting capital gains, dividends, estate, or business taxes. The 
2017 tax cuts worked through both channels, cutting taxes for individuals and re-
ducing the after-tax cost of capital by cutting the corporate income tax and allowing 
full investment deductions (full expensing). 

Due to the structure of the 2017 tax cuts, the most economically powerful incen-
tives were for increased business investment, which can be financed by domestic 
and foreign savings. Additional investment is the primary channel through which 
the economy benefited from the tax cuts, as businesses raised wages, added jobs, 
and produced more goods and services. Kyle Pomerleau and Donald Schneider find 
that in the years immediately after 2017, ‘‘real GDP, consumption, business invest-
ment, and payrolls grew more rapidly than expected.’’17 Gabriel Chodorow-Reich 
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and coauthors report similar results. Using variations in how the 2017 tax reform 
impacted different corporations, they found that the tax cut ‘‘caused domestic invest-
ment of firms with the mean tax change to increase by roughly 20 percent relative 
to firms experiencing no tax change.’’18 Similarly, disposable personal income, per-
sonal savings, and mortgage delinquency rates all improved significantly for individ-
uals in 2018 and 2019. 

The most progrowth tax changes must be permanent. Individuals and businesses 
are always planning for the future and almost always, taxes play a key role in their 
decisions. Thus, temporary tax changes have little effect on long-term planning, sav-
ings decisions, or economic growth. Making the TCJA permanent and continuing to 
cut tax rates by reducing government spending and broadening the tax base would 
support families, individual savings, and economic growth. With automatic tax in-
creases hanging over the economy, it is harder for individuals and businesses to 
save, plan, and invest. 

PREPARED STATEMENT OF COLLEEN J. QUINT, PRESIDENT AND CEO, 
ALFOND SCHOLARSHIP FOUNDATION 

Chairman Wyden, Ranking Member Crapo, and distinguished members of the 
Senate Finance Committee, my name is Colleen Quint, and I am the president and 
CEO of the Alfond Scholarship Foundation located in Portland, ME. Thank you for 
the opportunity to be with you today to discuss children’s savings accounts. 

Children’s savings accounts (CSAs) are restricted savings accounts intentionally 
designed to help children save and build assets for their future. They are usually 
automatically seeded with starter deposits ($50–$500) early in a child’s life, most 
often at birth or at kindergarten. Most CSAs are held in an ‘‘omnibus’’ account man-
aged by the State or the program—typically a 529 account—and funds are accessed 
after age 18, when they can be used for restricted purposes (e.g., postsecondary edu-
cation and training). Families can save their own funds, usually in an account they 
open that can be linked to the omnibus account. These accounts build assets as well 
as a future orientation for children and families. 

With more than 121 programs in 39 States, children’s savings accounts are mak-
ing a difference for children and families today, and tomorrow. Nationally, over 5.8 
million children in the United States benefit from early investments towards future 
success. 

MAINE’S CSA PROGRAM: ORIGINS, HISTORY, AND MILESTONES 

Maine’s CSA program, known as My Alfond Grant, is one of the oldest and most 
established CSA programs in the country. We invest $500 at birth for every child 
born a Maine resident, to be used for their future education after high school. By 
the end of April 2024, we had invested over $78 million for more than 156,000 
Maine children. Perhaps even more importantly, families have contributed greater 
than three times that amount in their own funds. And when contributions from the 
foundation and from families are combined with matching grants as well as growth 
in the markets, it means a total of $477 million is at work for these children and 
their future. (See below for a graphic showing total invested dollars for the My 
Alfond Grant program). 

We also have seen the ways in which our early investment builds assets and 
spurs savings over time. The $500 that we invested at birth is now worth $2,036 
for the oldest of our grant recipients. For those who have opened their own accounts 
and made contributions, the average value of savings for their child’s education is 
$11,581. The mean value is $5,467. And, the median contribution this most recent 
quarter was $255.1 

So, as exciting as the big picture is and as good as it is to know that $477 million 
has been invested for these 156,000 Maine children, it is also meaningful to think 
that for individual Maine families not only has the Alfond Grant grown in value but 
also their own contributions—even when modest—have helped build real assets to 
support their child’s future success. 
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The My Alfond Grant program is a legacy gift from Maine businessman and phi-
lanthropist Harold Alfond. He recognized that education after high school is key to 
keeping open doors of opportunity for today’s students. And his vision was that the 
program would have both practical and aspirational benefits: real money for each 
Maine child in an account, and the message to children and families that their fu-
ture matters. We also often think about the program as operating at the micro and 
macro levels: it benefits individual students and the paths they seek to pursue, and 
it also has a bigger-picture impact by creating a more educated workforce and there-
fore helping to secure the future prosperity of the State’s economy. 

Originally called the Harold Alfond College Challenge (HACC), the first awards 
were made on a pilot basis to all children born at Maine General Hospital in Water-
ville, ME in 2008. Then, the program expanded statewide in 2009. During these 
first years of the program, it operated on what is sometimes called an ‘‘opt-in’’ basis: 
families were required to open a NextGen529 account (Maine’s 529 plan) prior to 
the child’s first birthday in order to be awarded the $500 Alfond Grant. About 
25,000 Maine families did just that. At its peak, annual account openings rep-
resented about 35 percent of eligible children. This is a strong outcome by many 
measures, yet fell far short of the goals of the program of reaching and helping 
every Maine child. 

After some internal conversation and exploration of various models, in 2013 the 
program moved to an ‘‘opt-out’’ or ‘‘universal’’ model through which all children born 
as Maine residents are now automatically awarded the $500 Alfond Grant. There 
is nothing families need to do to receive the grant. This important shift to automati-
cally awarding the grants was made because, ultimately, the Foundation wanted to 
be sure that every Maine child actually had the Alfond Grant, not just the oppor-
tunity to have it. At this time, the program also shifted its name to My Alfond 
Grant (MAG) out of a desire to make a stronger and more personal connection be-
tween grant recipients and the program. In addition, we learned through parent 
interactions that the word ‘‘college’’ gave some families pause as it created a (false) 
assumption that the grant could only be used in traditional, 4-year baccalaureate 
programs. A new website, www.MyAlfondGrant.org, shares information and re-
sources with families throughout their child’s life. 

HOW MAINE’S CSA PROGRAM WORKS—ADMINISTRATION 

Three organizations are key to the workings and successes of the My Alfond 
Grant program. The Harold Alfond Foundation (HAF) provides funding for the pro-
gram—both grants as well as operations. The program is managed by the Alfond 
Scholarship Foundation (ASF), a Maine nonprofit organization. And the Finance Au-
thority of Maine (FAME), a quasi-State agency, helps to administer the program 
and also administers NextGen529 (Maine’s 529 plan). 

Approximately 12,000 babies are born in Maine each year (i.e., an average of 
about 1,000 per month). Each month, FAME receives information from the State’s 
Bureau of Vital Records regarding births of eligible children. FAME maintains the 
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database of names, dates of birth and contact information and reports an aggregate 
number of births to ASF, which then coordinates with HAF on the funding of the 
grants. 

Under our universal/automatic enrollment program in place starting in 2013, all 
grant funds are deposited into an omnibus NextGen529 account that was opened 
and is owned by the Alfond Scholarship Foundation. All children in any given 
monthly cohort (e.g., all babies born Maine residents in January 2024) are awarded 
grants and invested together as a cohort in ASF’s NextGen 529 account. FAME then 
unitizes the value of the $500 grant on the day the funds are invested in the mar-
ket, based on the value of funds that day and the number of children in the cohort, 
and uses this unit value to track the value of the $500 grant over time for all chil-
dren in each cohort. Funds are invested in a Year-of-Enrollment sleeve within the 
NextGen529 Direct Series Portfolio.2 

Some details on the administration of the grants that may be of interest to the 
committee: 

– Birth data is received on a trailing 3-month basis (e.g., information about ba-
bies born in January 2024 is sent to FAME in April 2024) to ensure that the 
list does not inadvertently exclude babies born at the end of the month or 
in other circumstances such as home births that might mean their records 
are not complete by month-end. 

– FAME also adds 35 grants to the monthly total to account for children who 
may likely be later identified as eligible but are not yet showing on the birth 
data (e.g., the nearest hospital is in another State, Mom serves in the mili-
tary but Maine is her home State for residency and tax purposes, et cetera). 
This means that if a child is identified as eligible when they are, say, 3 or 
4 years old, their grant will have been invested at the same time and in the 
same cohort as other eligible children born in the same month and year—in 
other words, they are not left out or left behind, and their grant is worth the 
same in the market as their peers. 

From the program’s inception, we have used a 529 platform. There are several 
reasons for this. First, we did not want to reinvent the wheel and, given Mr. 
Alfond’s goals around creating pathways for success for individual students and a 
more educated workforce for the State, 529s were the obvious and appropriate 
choice. Relatedly, we knew that we would neither want nor need to build a large 
internal infrastructure to manage the program and so contract with FAME—which 
sits at the nexus between the My Alfond Grant program and the State’s 529 pro-
gram—to help administer it. Second, we wanted all children in the program, includ-
ing those from families who may have little or no experience with investments, to 
be invested and have the benefit of returns that would likely increase the value of 
that initial $500 through the power of the market. Finally, we wanted Maine fami-
lies to have the opportunity to learn how markets work and to see and experience 
the power of compounding. 

If and when families want to make their own contribution for their child’s future 
education, they open their own account. Because the seed monies for the Alfond 
Grants are invested by cohort, there is not a way to add money and allocate it to 
a specific child. Families are not required to save. If families do decide to do so, they 
can use whatever saving or investing vehicle is most appropriate for them. Many 
families choose to open a NextGen529 account—in fact, about 35 percent of all fami-
lies with an Alfond Grant have taken that step. When they do so, the Alfond Grant 
and the family’s NextGen account are linked so that everything can be seen in one 
place. And since families open their own account, they are in full control of both 
the investment choices as well as when and how the funds are used (in accordance 
with 529 regulations) in the account that they have opened. Importantly, this also 
means that contributions can be made to the family-owned account not just by par-
ents but also by grandparents and other family members, friends and community 
members, businesses and other philanthropic organizations. This helps to build as-
sets, and also a reinforces that important motivator that ‘‘someone else believes in 
my child and sees them and their future as having value.’’ 
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Maine’s 12,000 births annually and a $500 Alfond Grant for each child means 
that the Harold Alfond Foundation funds about $6 million in seed funds each year. 
This most recent fiscal year, another $1.3 million has been awarded by HAF to 
cover operating costs. The budget is divided roughly into quarters: the administra-
tive contract with FAME, staffing at ASF (2.5 FTEs total), monthly and quarterly 
communications to families, and marketing/communications/outreach/programs.3 

HOW MAINE’S CSA PROGRAM WORKS—FAMILIES AND PARTNERS 

At its core, the My Alfond Grant program has four key components: awareness, 
engagement, aspirations, and family savings. For that $500 initial investment to 
make a difference—both as the child grows and when it comes time to pursue edu-
cation after high school—families need to know their child has the grant. We also 
want them to engage with the program by doing things like updating contact infor-
mation and utilizing the tools and resources we make available on our website. 
Raising aspirations of Maine students in ways that encourage and support them to 
pursue pathways to a future they are excited about is very much what we are about. 
And, ultimately, getting families to take the step of opening their own account and 
contributing their own money, even if only modest amounts, gives them what Mr. 
Alfond would call ‘‘skin in the game.’’ 

Throughout the first year after a child is born and awarded the Alfond Grant, 
multiple communications are sent by ASF and by FAME. Families receive congratu-
lations cards and a contact card to complete at hospitals, and these are resent to 
homes a couple of months later. A ‘‘welcome kit’’ that provides more information 
about the program and how it works is sent to families at about 3 months. And then 
every month or 2 after that some kind of email, postcard, or letter is sent to get 
the program on the radar for busy families throughout the child’s first year of life. 

Starting at about 9 months of age, we begin sending quarterly communications. 
This is where we ‘‘marry the message with the money’’ and show the current value 
of the $500 grant and also share tips and resources with families. Importantly, 
these quarterly communications are designed to show a streamlined presentation of 
the current value and change in value. If a family also has a NextGen account then 
any contributions to that account as well as matching grants earned are also shown. 
This provides families with current information about the grant value as well as a 
regular update on the impacts of the market. 

We view these quarterly communications as especially important since they pro-
vide an 18-year platform for communicating information about the grant, sharing 
tools and resources, and increasing financial literacy. 

With our oldest Alfond Grant recipients now in high school, we are a few short 
years away from beginning to disburse the grants. When we do so, they will go di-
rectly to the postsecondary institution to be used for qualified education expenses. 
Before we get to that point, we are building the partnerships and scaffolding to reg-
ularly connect with students (and parents) as they chart their path after high school 
and transition to whatever education or training they might pursue. Our goal is to 
share information, tools and resources that will help students think about their fu-
ture, and how the Alfond Grant can be part of their path towards the future they 
are building for themselves. 

Please see below for illustrations of the Alfond Grant Update and the Quarterly 
Summary sent four times each year to each family starting at 9 months of age. 
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Sample Alfond Grant Update sent to Maine families with an Alfond Grant (but no 
NextGen529 account), showing the current value of their Alfond Grant and also 
sharing tips and resources. 
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Sample Quarterly Summary for Maine families with both an Alfond Grant and a 
NextGen529 account, showing investments and change in value, and sharing tips 
and resources. 

Like many CSA programs, My Alfond Grant is by design a low-touch model. With 
two and a half staff members and over 156,000 grant recipients it has to be. This 
means that partnerships are a critical part of how we reach and engage with fami-
lies. 
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Hospitals share information about the grant with new parents and encourage 
them to complete the Contact Card before discharge. ‘‘We tell families the Alfond 
Grant is the second best thing the bring home from the hospital,’’ says one Maine 
nurse. Head Start programs, libraries, and others serving families with young chil-
dren share information as well—and to have families receive this information from 
a trusted source helps to build both awareness and comfort with the program. We 
routinely work with State agencies (Department of Education, Department of 
Health and Human Services, Department of Labor) to train staff and embed infor-
mation about the Alfond Grant into the ways they work with Maine families. Our 
tools and resources are developed with input from the Maine Department of Edu-
cation to ensure alignment with State learning standards, and come with resource 
guides for teachers and parents alike to encourage them to use the tools with their 
students/children. 

In addition, businesses across the State also support the effort by offering payroll 
deduction for college savings. Over 100 Maine businesses across sectors and geog-
raphy have taken this step. Some even also offer their own incentive grant (e.g., a 
one-time $100 contribution to an employee’s NextGen529 account when they set up 
payroll deduction) to encourage employees to take this step. Many employers tell us 
that this kind of low-cost benefit sends a signal to employees about their employer’s 
interest in and support of them and their families, which is highly valued in today’s 
competitive employment market. 

WHAT WE HAVE LEARNED IN MAINE 

We know from both quantitative and qualitative research, as well as direct con-
versations with families, that the Alfond Grant encourages many Maine families to 
think differently about their child’s future. Seeing money in an account not only 
boosts parents’ aspirations but many also speak with us about what it means to 
them that someone else believes in and values their child and thinks that their 
child’s future matters. 

Given the opportunity and some additional scaffolding, even families of more mod-
est means are finding ways to save. We have found that families with an Alfond 
Grant start saving for their child’s future when their child is quite young (many of 
them in the first few years of a child’s life) rather than waiting until middle school 
or even high school which is more typical for those Maine families without an 
Alfond Grant. With more money invested over a longer time period, opportunities 
for financial growth as well as boosts to aspirations and expectations are significant. 
Parents open accounts when they themselves are younger, and grandparents often 
play a role in supporting saving as well. And, we have found a somewhat broader 
economic dispersion of those opening accounts than one might more typically see 
with traditional 529 accounts. 

Family Aspirations and Engagement in Their Child’s Education 
Our program regularly tracks aspirations of families with an Alfond Grant and 

pays particular attention to how low-and-moderate income families think about the 
Alfond Grant and their child’s future. Our biennial survey of parents with an Alfond 
Grant show us that while there are some differences in how parents answer the 
question of whether their child should continue their education after high school 
based on household income, over 80 percent of parents believe their child should 
continue. The differences are greater when asked if they think their child will con-
tinue—where families in general maintain a relatively high expectation that their 
child will continue, lower-income families confidence level drops about 10 percent. 
Nevertheless, parents report high levels of engagement with their child’s education 
and differences by income are quite small here. 
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Family Savings: Demographics of Those Opening Accounts (Calendar Year 2023) 
In the three charts below, you see data for NextGen529 account opening for bene-

ficiaries with an Alfond Grant (‘‘Alfond’’) and those Maine accounts without an 
Alfond Grant (‘‘Non-Alfond’’). All figures are from 2023 and are reported as percent-
ages of the Alfond/Non-Alfond categories account-opening by demographic filter. 

Key take-aways: 

– Parents with a child with an Alfond Grant open accounts at a significantly 
younger age in their child’s life, giving many more years of opportunity for 
contributions to the account (nearly 80 percent do so before the child turns 
2). 

– Parents with a child with an Alfond Grant open accounts when they them-
selves are much younger (e.g., mid-20s to mid-40s) thereby again providing 
more years with the opportunity to contribute. 

– Household incomes of those with an Alfond Grant opening accounts are more 
dispersed that non-Alfond Grants. 
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Finally, some broader learnings from Maine’s My Alfond Grant program: 
– Families want good things for their kids—and for kids to be in the driver’s 

seat for their own future. 
– Seeing real money in a real account builds trust, raises awareness and aspi-

rations . . . and encourages families to take the step of adding their own sav-
ings. 

– Families are busy and it takes a lot of different communications streams and 
messengers to get through—and getting information from trusted messengers 
helps to raise both awareness of and trust in the program. 

– 529s provide an excellent, already existing platform to support early invest-
ment for children. While some may see 529s as problematic since their tax- 
advantaged savings most typically appeal to and are used by moderate- and 
higher-income households, they can be a good savings tool for families of a 
variety of income levels. And, policy options to expand uses of 529s as well 
as to improve ease of account opening and of contributions, could significantly 
contribute to 529s as an excellent platform for a national early investment 
program. 

In conclusion, Maine’s children’s savings account program (My Alfond Grant) has 
already resulted in over $477 million in investments to support the future education 
of 156,000 Maine children. More children, and more dollars, come into the program 
every day. By making these early investments—and by regularly communicating 
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with families both directly and through trusted partners—the program is having 
both a practical and aspirational impact. 

While the CSA field has grown dramatically in recent years, the adoption of these 
programs has been driven by State and local actors. This means that while many 
children have been reached, many have also been left out. And, initial deposits are 
typically relatively small (at $500 the My Alfond Grant program makes one of the 
larger investments in seed monies to its grantees). 

Senator Casey’s proposed 401Kids Savings Account Act would make substantial 
early investments in children using the existing 529 college savings platform—with 
extended reach and scope—to ensure that every child in the country, not just those 
living in States or communities with a CSA program, have access to the kind of 
early investment that could yield significant benefits at individual, societal and eco-
nomic levels. We don’t have to imagine what a national infrastructure like that 
could do—we can see it already happening on the ground. There’s a saying in poli-
tics: ‘‘As goes Maine, so goes the Nation.’’ Now there’s an opportunity to see that 
in policy as well. 

PREPARED STATEMENT OF HON. RON WYDEN, 
A U.S. SENATOR FROM OREGON 

The Finance Committee has a long, bipartisan tradition of working together on 
issues related to helping people save. This morning’s hearing, with a focus on child 
savings accounts and other savings programs for kids, is another opportunity for the 
committee to bring fresh ideas forward. 

There are a few key issues underpinning this discussion. First, wealth inequality 
is still a big challenge. The gap between working people and those at the top nar-
rowed a bit when Congress passed major economic rescue programs during the pan-
demic. But most of those programs have expired. 

Data from the Federal Reserve show that the wealth gap is getting worse for 
young people who are paying more than ever for rent and education. 

Second, among young people in America, optimism is getting harder to come by. 
A recent USA Today-Harris survey found that two-thirds of Gen Z and three quar-
ters of millennials believe they’re worse off than their parents were at a young age. 
They’ve got reason to feel that way. 

A study by an expert group called the Equality of Opportunity Project looked at 
how generations of Americans have fared economically relative to those that came 
before them. Their research found that in the middle of the last century, 90 percent 
of Americans out-earned their parents. These days it’s more like 50 percent—a coin 
flip. 

People often say that getting an education is the surest way to guarantee your 
future. But the reality is, young people today are better-educated than ever before, 
and they’re still finding it harder and harder to get ahead. For those who aren’t 
born into wealth, being a young person in America today can feel like you’re stuck 
underwater. Congress must do more to change that. 

There’s big interest in using the tax code to help restore opportunity for kids and 
young people. So this morning’s hearing kicks off our debate on the best ways to 
help people build their savings and get ahead. 

Child savings accounts are a proposal with enormous promise. We’re lucky to 
have a lot of champions for young people on this committee, none bigger than Sen-
ator Casey, whose 401kids bill is really the gold standard when it comes to child 
savings account proposals. 

The idea behind them is, on Day One a newborn child automatically gets an ac-
count with some seed money that grows over time. Later on, with enough contribu-
tions, they’re able to use it in a way that will help them live out their own American 
Dream, whether it’s getting an education, buying a home, or starting a business. 

These accounts are not some kind of radical, new idea. There are more than 100 
of these programs running in cities and States around the country. 

This morning the committee will hear about one such program in the State of 
Maine. And these accounts are not all that different from programs that already 
exist in Federal law, including 529s and Coverdells. 
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In my view, this ought to be the kind of idea that’s able to bring Democrats and 
Republicans together. This committee has proven that helping Americans save is a 
bipartisan priority. There’s been a lot of progress, but the numbers show that there’s 
a lot more work to be done making sure that lower-income families benefit too. 

Child savings accounts can accomplish that in a few key ways: first, by opening 
accounts automatically, which breaks down a barrier that keeps too many Ameri-
cans out of the financial system today; and second, by starting them with seed 
money. All the evidence from existing programs shows that that money not only 
unlocks opportunity for kids, it’s a smart investment that goes right back into our 
economy down the road. 

So there’s a lot for the committee to discuss today. I’m looking forward to working 
more with Senator Casey and the entire committee on this issue. If you’re looking 
out for kids in America and you’ve got Senator Casey on your side, you’re running 
with the right crowd. 

I want to thank our witnesses for joining us today, and I look forward to Q&A. 
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Statement of Michael G. Bindner 

Chairman Wyden and Ranking Member Crapo, thank you for the opportunity to 
submit these comments for the record. 
Child Savings Accounts are a lovely idea, but only when families who need and do 
not have adequate income for day-to-day living are taken care of first. Without such 
income, CSAs are only useful for the middle class. By middle class, we mean those 
who receive the middle third of total adjusted gross income. Families with under 
$110,000 in AGI cannot afford to save and many pay minimal taxes in the grand 
scheme of things. There is not much tax to offset for those who earn the bottom 
third of incomes. 
Raising the minimum wage from a paltry $7.25 in many States to at least $18 per 
hour will benefit this entire income class—as higher than minimum wage employees 
will also receive more per paycheck, with franchisees demanding renegotiated rates 
or a guaranteed minimum salary. Congress can also require franchisers to adjust 
agreements to make sure that small business owners are not stuck between a rock 
and a hard place. 
Even more important is an adequate and fully refundable child tax credit. 
At the very least, the legislation passed by the House needs to be passed 
by the Senate. The Minority cannot, in good conscience, favor regulating 
abortion without providing for adequate funding for families. Doing so 
would be the height of cruelty. 
The level passed by the House could easily be doubled under our proposal, provided 
the home mortgage deduction is ended, along with Supplemental Aid to Needy Fam-
ilies, dependent care benefits under Social Security survivors and disability benefits 
programs (thus securing the program’s long-term health) and the paperwork- 
intensive Earned Income Tax Credit. 
During the pandemic, the IRS managed CTC advance payments. This had the ‘‘stink 
of welfare’’ that even some Democratic Senators objected to, which led to its dis-
continuance. We repeat our contention that, over the long term, it would be more 
acceptable to distribute them either through other government subsidies, such as 
Unemployment Insurance, Disability Insurance, or a training stipend OR through 
wages. 
For middle-income taxpayers whose increased credits are less than their annual tax 
obligation, a simple change in withholding tables is adequate. Procedures are al-
ready in place to deliver refundable credits to larger families. 
Employers can work with their bankers to increase funds for payroll throughout the 
year while requiring less money for their quarterly tax payments (or estimated 
taxes) to the IRS. The main issue is working out those situations where employers 
owe less than they pay out. This is especially true for labor intensive industries and 
even more so for low wage employers. A higher minimum wage would make nega-
tive quarterly tax bills less likely. 
Tax reform can be used to facilitate this process. Instead of having each family file 
to collect their child tax credits and EITC (as an end of the year bonus), enact an 
employer-paid subtraction value-added tax and make child tax credits and health 
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insurance tax benefits an offset to the payment of this tax and remove most families 
from having to file taxes at all. Tax offsets could also be created to fund paid family 
medical leave, sick leave, and childcare provided through employers. 
Enactment of a Credit Invoice Value-Added Tax will make sure every family pays 
something, especially wealthy individuals who dodge income tax payments for them-
selves and their heirs by borrowing money against their wealth rather than receiv-
ing it as income, taking advantage of capital gains tax rules for the transfer of inter-
generational wealth and using insurance policies to do the same thing. Such a re-
form would do more than offset a higher CTC. It will also help lower the deficit by 
a significant amount. 
Thank you for the opportunity to address the committee. We are, of course, avail-
able for direct testimony or to answer questions by members and staff. 

Æ 


