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EXECUTIVE SUMMARY

In this paper, we examine the idea of the “Invest America Account,” an account that holds an
initial government grant of $1,000 for every newborn American, invested in a broad-based
equity index fund of US companies. We will compare this approach to “early wealth building”
proposals of the past, simulate the likely impact of the accounts on the wealth of their holders,
and review the academic literature to explore the likely impact of Invest America accounts on
wealth creation for participating children.

Key Findings

1. Monte Carlo simulations suggest that the $1,000 accounts would grow in value, on
average, to $8,000 after 20 years, $69,000 after 40 years, and $574,000 after 60 years.

2. If the policy also permitted a tax-deductible match by employers of the children’s parents,
such initial matches would double an account’s value after 20, 40, and 60 years.

3. Based on studies of previous efforts to provide funded savings accounts for newborns
or young children, the program should increase test scores, educational attainment, and
earnings of those participating. One study suggests that minority participants from low-
and moderate-income families could be three times more likely to attend college and 2.5
times more likely to graduate.

4. In addition to college expenses, the program could provide start-up capital for young
entrepreneurs or down payments for first-time homebuyers.

5. The program could also increase financial literacy of participants and their parents, which
in turn would likely increase savings rates and wealth creation.

6. Since all newborns would receive the grants, the program would reduce wealth inequality.

Milken Institute | The Economic Impact of Invest America Accounts




INTRODUCTION

It is widely acknowledged that the US market-based economy produces enormous returns

on investments over time. For example, according to Robert Shiller’s return data, $1 invested
in the S&P 500 in 1960 grew to $95 as of July 2024.1 The scale of wealth creation is truly
remarkable, especially in recent years: The nominal collective household net worth of
Americans rose from about $21 trillion in 1990 to $151 trillion in the first quarter of 2024.2
For perspective, nominal GDP in the first quarter of 1990 was $5.8 trillion, so the net worth of
Americans is now 26 times the total national income 34 years ago.®

Sadly, it is also widely acknowledged that the gains from free enterprise in the United
States have been distributed very unequally, and inequalities in both incomes and wealth
have increased markedly. The Census Bureau reports that in 2022 dollars, the real median
household income of the top 10 percent increased from $155,000 in 1993 to $217,000 in
2022, a gain of $61,800 or 40 percent (see Figure 1).

Figure 1: Median Household Income Over 30 Years

$250,000

$217,000

$200,000
$155,000
$150,000
$100,000
$75,259
$59,259
$50,000
$14,444 $17,244
., =N

Bottom 10% Median Households Top 10%

1993 m2022

Source: Milken Institute analysis (2025) of US Census Bureau data

However, the real median income of the median household increased less than 27 percent,
from $59,529 to $75,259, for a gain of $15,630. And over the same years, households in the
bottom 10 percent saw their median income grow by less than 18 percent, from $14,500 to
$17,100, or a gain of $2,600.

Wealth inequality has increased even more sharply (see Figure 2). The Congressional Budget
Office reports that the real wealth of the top 10 percent of households grew 270 percent over
the 30 years from 1989 to 2019, or more than four times the 65 percent wealth gains by the
bottom 50 percent of households and twice the gains of 137 percent by households in the
51st to 90th percentiles.>
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Figure 2: Wealth by Wealth Percentile Group
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Source: Milken Institute analysis (2025) of US Census Bureau data

As a result, the share of all wealth held by the top 10 percent rose from 64 percent in 1989 to
72 percent in 2019, while the share held by households in the 51st to the 90th percentiles fell
from 36 percent to 26 percent, and the share held by the bottom half of households dropped
from 4 percent to 2 percent.

Disparities in ownership of corporate equities (stocks) are greater still. The Federal Reserve
Board reports that in the first quarter of 2024, the top 10 percent of households by wealth
owned $37.2 trillion in stock and mutual fund shares, or nearly 87 percent of all shares held
outside retirement plans and accounts.® In contrast, households in the 51st to 90th percentiles
by wealth held $5.1 trillion, or 12 percent of those shares, and all US households in the bottom
50 percent directly owned only $440 billion, or 1 percent of all such stocks and mutual fund
shares. Further, in the first quarter of 2024, the top 20 percent of households by income
owned $37 trillion, or nearly 87 percent of all stocks and mutual fund shares held outside
retirement plans and accounts, including $16.3 trillion, or 38 percent, held directly by the top 1
percent of households by income.”

In contrast, again, the bottom 60 percent of US households by income directly held $2.8
trillion, or less than 7 percent of all stocks and mutual fund shares. The Federal Reserve also
reports that 79 percent of American households did not directly own any stocks or mutual fund
shares in 2022.8

One major contributor to the striking wealth inequality is the large variations in wealth based
on race. Derenoncourt et al. (2022), for example, studied the racial wealth gap in America from
1860 through 2020. They found that the wealth held by Whites has consistently been about
six times that of Blacks. While this racial wealth disparity gradually narrowed following the
Civil War, the gap began increasing again in the 1980s, negating much of the progress from
previous decades (see Figure 3).

2024
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Figure 3: Race Gaps in Intergenerational Persistence of Poverty vs. Upper-Tail Mobility
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Although the raw returns from our market economy have been dramatically positive, the
distribution of the returns has been so uneven that it should come as no surprise that belief

in the merits of free enterprise is far less widespread and has declined sharply in recent years.
A recent Pew Research survey found that the share of the public expressing support for
capitalism dropped 8 percentage points from 2019 to 2022, to 57 percent from 65 percent.®
The demographic variation is also striking and appears to be correlated with economic
opportunity. Only 48 percent of women and 40 percent of African Americans surveyed had
favorable views of capitalism. Among those 18 to 29 years old, socialism was viewed more
favorably than capitalism, by a margin of 44 to 40 percent, representing a 33 percentage-point
decline in support for capitalism compared to earlier generations.

A recent survey conducted for Axios provides additional insight into Americans’ changing
views of capitalism. When asked, “Do you think the evidence for capitalism, as an economic
system, is now better, worse, or about the same, when compared with 50 years ago,’ 41
percent of respondents said that the evidence today for capitalism is worse and highlighted
“unfairness in the economic system that favors the wealthy” as the major economic problem
facing the country.!* Support for capitalism was weakest among the young, with 54 percent of
Gen Z respondents reporting a negative view of capitalism. Across the generations, there was
agreement that the government should adopt policies that “reduce the gap between wealthy
and less well-off Americans.”

Across the two major political parties, there also is widespread general agreement that the
resources produced by our society are not distributed equitably. Voters supporting President
Biden and former President Trump may not have agreed on much, but on this they broadly
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agreed. According to a Pew Institute survey in September 2024, 84 percent of voters who
supported Biden said that the economic system unfairly favors powerful interests, whereas
only 14 percent said the system is fair to most Americans. Among those who supported Trump,
62 percent said the economic system unfairly favors powerful interests, while only 37 percent
saw the system as generally fair.}? Of course, the two groups may well differ in their views of
fairness and who comprises the “powerful interests.”

It seems likely that the declining support for US capitalism and deep skepticism about

the distributive justice of its outcomes are related to the income and wealth inequalities
documented above. Indeed, economists and policymakers have responded to these
developments with a range of proposals to expand access to wealth-building vehicles for
those at the bottom and middle of the wealth and income distributions, and we will examine
those proposals in detail below. In both public discourse and the academic literature, the most
common approach for promoting greater wealth equality has been to address the problem at
its source by providing all newborn Americans with a grant of some size. Recently, a variation
on the early wealth building, called “Invest America Accounts,” has also received substantial
attention.®

The Invest America program would provide every American newborn with a $1,000 grant
invested in a broad-based index of US companies. The federal government would fund the
initial grant, based on the program'’s long-term potential to help address economic inequality
by providing every child with investments that are virtually certain to grow substantially over
time. The grants would be both universal and automatic to ensure that the benefits reached
every child, especially those who could most benefit.

In this paper, we begin with a brief review of the literature and legislative history of early
wealth building proposals and then compare that approach to the Invest America proposal.
Next, we document the Monte Carlo simulations that we performed to gain insight into the
likely wealth accumulation by those participating in the Invest America program. Then, we draw
on those results and the academic literature to assess the likely impact on the participants’
well-being over their lifetimes.
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A REVIEW OF EARLY WEALTH BUILDING
PROPOSALS

The term “early wealth building” first appeared in the 1930s to refer to the savings bonds
introduced by President Franklin D. Roosevelt. The federal government continued to issue
those savings bonds into the 1950s.* More recently, the term early wealth building came
to refer to an innovative policy proposed by Hamilton and Darity (2010) to reduce wealth
inequality. Building on the UK “Child Trust Fund” policy and the US Individual Endowment
Accounts and Children’s Development Accounts (CDA), Hamilton and Darity proposed
establishing government-funded CDAs in the US to help address severe wealth inequalities
based on inheritances over generations.

The authors stated, “[c]areful economic studies actually demonstrate that inheritances,
bequests and intrafamily transfers account for more of the racial wealth gap than any other
demographic and socioeconomic indicators, including education, income and household
structure.”*> The early wealth buildings proposed by Hamilton and Darity would help address
that inequality through universal participation, under which all babies would receive a funded
account at birth with a progressive distribution of those grants so babies from low-income
families would receive larger grants.

The Hamilton and Darity paper has generated a large volume of literature, mainly examining
certain design issues for early wealth buildings and simulating their potential effects. Brown,
Sawo, and Niu (2023) provide a thorough review of the recent literature.'® In the 12 years
after the original publication by Hamilton and Darity, investigators explored many aspects

of the proposal. After reviewing significant research conducted by Zewde (2020),” Mitchell
and Szapiro (2020),'® and Weller, Maxwell, and Solomon (2021),*? the authors concluded that,
“Overall, all three simulations find that early wealth buildings would reduce Black-wthite racial
wealth inequalities.”

The policies simulated in the various papers differed in detail, so the results also varied
considerably. Zewde (2020) used data from the University of Michigan Panel Study of Income
Dynamics (PSID) to simulate how current wealth inequality would be different if the early
wealth building proposed had taken effect in the past. The policy simulated contributions
ranging from $200 for those at the top to $50,000 for those at the bottom. Assuming a low,
2 percent interest rate (consistent with the monies invested in government bonds), Zewde
concluded that the wealth-ratio between Blacks and Whites would have declined from
158to1to14to 1.2

Mitchell and Szapiro (2020) simulated a different policy in which the government made annual
contributions of $2,000 for those with incomes below the poverty line, with the contributions
declining gradually for those with higher incomes. They found that the wealth gap between
Blacks and Whites would drop to 3.4 to 1. It is challenging to fully assess the different results
since the studies’ assumptions differ, and the $50,000 grant for children from low-income
families is undoubtedly the largest factor explaining the variation.
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Based on the various studies’ results, early wealth building proposals have received
considerable legislative attention at both the state and federal levels, and 16 bills providing
children progressive access to savings accounts have been introduced. While we focus here on
action at the federal level, state-level action includes legislation enacted by Washington, DC,
Connecticut, and California. Legislative proposals have also been advanced in 10 additional
states—lowa, Louisiana, Maryland, Massachusetts, Nevada, New Jersey, New Mexico, Vermont,
Wisconsin, and Washington. A review of certain common design elements in current state
programs and previous proposals may help guide the design of a national approach for Invest
America.

The earliest example is the "KidSave Accounts Act” (S 2184) introduced in Congress in 1998
by a bipartisan group of senators that included Bob Kerrey, Rick Santorum, Daniel Patrick
Moynihan, Chuck Grassley, and Jerry Weller. The plan provided universal accounts for children
born on or after January 1, 1999, with partial eligibility for those born between January 1,
1997, and January 1, 1999. Under the design, eligible newborns would receive a $1,000

initial deposit and $500 additional annual deposits on each of the first five birthdays for
children born on or after January 1, 1997. The bill did not specify restrictions on accessing

the funds before age 18, define the permitted uses of the funds, address additional family
deposits, or stipulate residency requirements for claiming the funds. The proposal also directed
the secretary of the Treasury to transfer the funds in each KidSave Account to a KidSave
Investment Fund in the Treasury, structured similarly to the Thrift Savings Plan under the
Federal Employees Retirement System.

The KidSave Accounts Act was reintroduced in 2000 with several modifications. All American
children would be eligible, an initial $2,000 deposit would be funded by a loan from the Social
Security Trust Fund, and the initial grant would be indexed annually for inflation after 2005.
The funds were designated for retirement, and account holders could not access them before
retirement age, unless the account holder died before that age, in which case the beneficiary
would access it. The revised proposal also permitted parents to make additional contributions
of up to $500 annually until the child reached age 19, and grandparents could contribute by
rolling over funds tax-free from 401(k) or similar retirement plans.

In 2005, another proposal called the ASPIRE program (America Saving for Personal Investment,
Retirement and Education Act) was introduced in Congress. It also provided for universal
eligibility at birth, a $500 initial government deposit, and supplemental contributions of

up to $500 for children from lower-income families. The bill also allowed after-tax private
contributions by family members up to $2,000 annually, matched by the government for up

to $500 per year based on family income. In this case, account holders could access the funds
for higher education between ages 18 and 25; after age 25, account holders could access the
funds in their accounts under Roth individual retirement account (IRA) regulations.

In 2009, Senator Jeff Sessions introduced the PLUS Accounts (Portable, Lifelong, Universal
Savings Accounts) Act, providing an initial $1,000 contribution for every American child

and additional provisions covering working US citizens under age 65. The bill also required

that working adults pay a 1 percent withholding tax on labor income and allowed voluntary
contributions of up to 10 percent of payroll. In this case, account holders could not access their
funds before age 65 except through a loan program for preretirement uses.
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In 2014, the USAccount Act (Investing in America’s Future Act) was introduced, providing
universal coverage for children born in the US. It provided an initial $500 deposit for every
child, permitted additional family contributions of up to $2,000 annually with government
matches of up to $500, and proposed expanding the child tax credit to up to $500 annually.
The proposal also permitted additional family contributions with government matches. Finally,
account holders could access the funds at age 18 to help pay for college, buy a first home, start
a small business, or roll over the funds into a 401(k), IRA, or traditional private savings account.

In 2018, the American Opportunity Accounts Act bill was introduced with universal coverage
for all children, an initial deposit of $1,000, and additional annual deposits of up to $2,000
depending on family income. Additional contributions by family members were not permitted.
Account holders could access the funds at age 18 to use the accumulated resources for college
education, homeownership, or other assets yielding long-term wages or wealth; after age 59.5
years, the holder could use the funds for any purpose.

These federal proposals have some common features. The plans all include initial deposits
funded by the government, averaging $1,000. Most also permit additional contributions by
family members or employers, and all include restrictions on withdrawal. Seven proposals
include central investment management, and nine would establish brokerage-like accounts.
Two proposals stipulated that the funds be held in traditional savings accounts, while others
allow account holders to choose their personal asset allocations as they would with a
traditional IRA.

Strikingly, many initial proposals failed to produce actual legislation, perhaps because
conservatives in Congress viewed the accounts as a new entitlement. We believe that
conservatives will be more likely to support the Invest America approach because the funds
would be invested in US corporate equities, and the growing assets of each young account
holder over time could help make them feel more favorably about America’s market economy.
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INVEST AMERICA ACCOUNTS

The Invest America program begins with $1,000 contribution for each newborn American
automatically invested in a broad-based equity index fund of US companies. As with most
previous proposals, the program would limit access to the funds: The funds accumulating

in the accounts could not be withdrawn before age 18, and the funds could be used only

for higher education or training, starting a business, or buying a home. Policymakers might
decide to make the gains from the funds taxable upon withdrawal. Family members and
friends, employers, and philanthropic and other nonprofit organizations could make additional,
personal contributions to the accounts. The personal contributions would not be tax-
deductible and again, the gains might be taxable upon withdrawal.

Allowing a tax deduction for personal contributions would open the plan to forms of tax
sheltering and make the program much less progressive since high-income families could
receive a significant tax benefit based on their marginal tax rate. However, the impact of the
Invest America program could be heightened by allowing employers to deduct the amount
of additional contributions to the accounts of their employees’ children. These contributions
would be subject to the same nondiscrimination rules as 401(k) plans—employers contributing
on a tax-preferred basis would have to provide such contributions to all eligible children

of their employees—addressing the potential regressivity associated with tax-deductible
individual contributions. Congress would have to establish the appropriate tax rules for the
program, mindful that parallel construction to employer 401(k) contributions would require
taxation of the entire amount of employer contribution plus gain.

The program will encourage sound management and use of the accounts by providing children
and their parents access to online financial education and coaching. The accounts will be
administered by private financial institutions that guarantee minimal or zero fees, and the
Treasury Department will oversee the program. Accordingly, it is possible to simulate the
possible impact of these accounts on the financial well-being of participants by using historical
US equity market returns.

The Potential Returns on Invest America Accounts

We now estimate the value of an Invest America portfolio as it might evolve over the course
of a lifetime. The modeling incorporates the fluctuation of market outcomes from year to year,
and we present a range of outcomes based on historical stock market performance. The goal
of the simulations is to understand what resources an Invest America program might make
available to the adults today’s babies grow up to become and the new families they form.

Snapshots after 20, 40, and 60 years indicate the resources that may be available when paying
for college, starting a new business, buying a home, and starting to think about retirement.

Of course, money withdrawn at age 20 will be much less than funds held until age 60. These
snapshots assume compounding returns of the full funds for the period.

The simulations assume an initial Invest America contribution of $1,000 invested in the S&P
500 Index. Applying Monte Carlo methods,?* we simulate 1 million random draws of market
returns from a model calibrated to 20 prior years of S&P 500 performance.? During this
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period, returns were marginally lower than over the last 60 years as a whole. We assume
dividends are reinvested.

It is useful to know how many dollars will be available at each time point and what the
purchasing power might be today. For the former, the simulations’ returns are drawn from the
S&P 500's nominal returns, not adjusting for inflation. For the latter, the simulations are drawn
from S&P 500 real returns, from which the annual effects of inflation have been excluded.
Table 1 presents an overview of S&P 500 returns, with the mean averages and standard
deviations for both nominal and real returns.

Table 1: Summary of S&P 500 Returns 1964-2023, 2004-2023

Returns: S&P 500 1964-2023 2004-2023
Mean, nominal 11.57% 11.17%
Mean, real 7.47% 8.24%
Standard Deviation, nominal 16.63% 16.64%
Standard Deviation, real 16.54% 16.42%

Source: Milken Institute (2025)

Figures 4, 5, and 6 (below) present a range of outcomes for an Invest America portfolio after
investment of an initial $1,000 contribution for 20, 40, and 60 years. Figure 4 shows the
distribution of outcomes from a Monte Carlo simulation of 1 million draws after 20 years, as
“college funding.” The average value after 20 years is about $8,300.

Figure 4: Portfolio Future Value after 20 years
Mean: $8,308
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If the funds were left undisturbed and compounded in value for 40 years, perhaps as a “home
purchase” scenario (Figure 5), the average portfolio would grow to more than $69,020.
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Figure 5: Portfolio Future Values after 40 Years
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Figure 6 is a graphic representation of a Monte Carlo simulation with 1 million draws based
on a $1,000 initial deposit and S&P 500 total returns over the previous 20 years. If the initial
$1,000 deposit were left to compound for 60 years, under a retirement scenario, its value
would grow on average to more than $574,400.

Figure 6: Portfolio Future Value after 60 Years
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To summarize likely outcomes over 20, 40, and 60 years, the average portfolio value would
increase from $1,000 to $8,000 over 20 years, to $69,000 over 40 years, and to $574,000
over 60 years. These results also would be substantially higher if an account received
additional, ongoing contributions or matches. For example, if an employer simply matched the
initial $1,000 contribution, the accounts would be worth $16,000 after 20 years, $138,000
after 40 years, and $1.14 million after 60 years. For perspective, the Congressional Budget
Office reports that the average wealth of Americans in the 26th to 50th percentiles was
$75,000 in 2019. If the Invest America program had been introduced 40 years ago, every
person born at that time would have nearly doubled that wealth—and achieved three times
that wealth if the initial contribution had been matched.?

The simulations further show a probability that the account would be worth less than

the original contribution is virtually zero, and any concern that the program could expose
individuals to excessive risk is inconsistent with the historical returns of the S&P 500 and other
broad indexes. The distribution of the outcomes shows the further substantial probability of
gains substantially greater than the average or mean for the simulations.

The Potential Benefits of the Invest America
Program

In this section, we examine the economics literature on universal savings programs to

assess the likely impact of wealth creation under the Invest America proposal based on our
simulations. First, a broad and deep literature review suggests that the funds that would
accumulate in Invest America accounts could help millions of young adults better afford higher
education, especially offspring of low-, moderate-, and middle-income families. Extensive
evidence shows that Americans with bachelor’s degrees earn much more than high school
graduates,?* and those with associate’s degrees earn substantially more as well. Some 62
percent of high school graduates attend a two-year or four-year institution of higher learning.
However, based largely on financial constraints, only 28 percent of those high school graduates
ultimately receive their bachelor’s or associate’s degrees.

Further studies have also examined community programs that have provided young children
with grants and savings accounts for higher education. The effects were modest but significant:
Compared to children who did not receive the grants and accounts, school attendance and
academic performance records of the participating children improved, their families saved
more for college education, and college attendance and graduation rates increased for minority
children. There is also clear evidence that wealth can have a large impact on educational
attainment. For example, Braga et al. (2017) used data from the Panel Study of Income
Dynamics to control for other factors and identify the impact of parental wealth on the relative
odds of a child earning a four-year college degree.?® The authors found that only 24 percent of
children in the lowest quartile earned a college degree, whereas 37.3 percent of those in the
middle-high quartile did so.
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Figure 7: Wealth Is Strongly Associated with at Least Two Years of College Attainment

Share of youth who completed two or more years of college by age 25, after controlling for
income and other factors at age 18, by family wealth at age 18
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College attainment in a given wealth quartile differs from the high quartile at the 0.05/0.01 level. No
differences are significant at only the 0.10 (*) level.

Source: Milken Institute (2025)

Studies have also found that home equity is the major asset of most American households, and
the funds from the Invest America accounts could also be used for down payments by first-
time homebuyers. Federal Reserve data show that 34 percent of US householders do not own
their homes, including 58 percent of those in the bottom 20 percent by income, 51 percent in
the next income quintile, and 31 percent in the middle-income quintile.?¢ Studies have found
that the single greatest barrier to homeownership by younger people is their lack of assets for
the down payment.

Homeownership rates for younger households also are much lower for minorities, and studies
have shown that the ability of parents to help with down payments explains much of the

gap between White and Black households.?” Moreover, areas where privately owned homes
predominate also provide greater access to employment and high-quality schooling.?® As a
result, using Invest America accounts for down payments could also help enhance upward
mobility by improving the employment prospects of young families and the educational
prospects of their children.

Entrepreneurialism is one of the basic tenets of America’s culture, history, and economic
success, and the funds accumulated in Invest America accounts could also be used to help
start a business. Results of studies have shown that access to start-up and early capital is the
single largest barrier for younger people hoping to establish their own business.?’ They also
have documented that lack of access to the capital required to hire employees and purchase
equipment is the principal reason that many young businesses fail.°
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Although entrepreneurial ambitions are widespread across income levels, race, and ethnicity,
securing the resources to carry them out is especially challenging for Black and Hispanic
entrepreneurs and those from low-, moderate-, and middle-income households.?! The result,
based on Federal Reserve data, is that Americans in the top 10 percent by income are four
times more likely than those with middle incomes—and six times more likely than those with
moderate incomes—to have equity in a private business.®? For budding entrepreneurs from
every background, the Invest America accounts could provide some of the initial capital or
collateral for bank loans needed to start a business and help keep it afloat in its early years.

There is evidence in other areas suggesting that Invest America accounts could have additional
benefits. For example, children with their own financial accounts are more likely to envision

a better future for themselves.®® Studies of community programs that opened and initially
funded saving accounts for children also found that those participating were more likely than
comparable children to save and invest as young adults.3*

Since studies and surveys have found that most young adults lack the skills and knowledge to
handle financial assets over time,* the Invest America program would provide access to online
financial education for children and their parents. According to studies of young people who
were provided personal savings accounts, such education should have positive effects. Young
people with those accounts not only improved their financial knowledge on their own, but they
were also more likely to save more, follow a budget, and track their spending. Online access to
financial education for children with Invest America accounts and their parents should increase
those effects.

The economic benefits of a college education are well documented. The National Center for
Education Statistics reports that among Americans ages 25 to 34 and working full-time in
2022, high school graduates’ median earnings of $41,800 were $7,700 (or 16 percent) less
than those with an associate’s degree ($49,500), $24,800 (or 37 percent) less than those with
a bachelor’s degree ($66,600), and $38,400 (or 48 percent) less than those with a graduate or
professional degree ($80,200).3¢ Similarly, 2023 unemployment rates averaged 7 percent for
high school graduates compared to 3 percent for those with a college degree or higher.*”

Yet, while only about 5 percent of young people fail to graduate high school, 38 percent of
those who graduate never enroll in college; among those who enroll, 63 percent attend two-
year institutions, and 37 percent attend four-year institutions.®® Further, 36 percent of the
young people enrolled in four-year institutions failed to graduate within six years, and 66
percent enrolled in two-year institutions left without a diploma or degree.*

As a result, less than 15 percent of high school graduates ultimately earn bachelor’s degrees,
and just over 13 percent earn associate degrees.*® Researchers also have found that 38 percent
of those who leave without graduating cite financial pressures and constraints.*

Accordingly, federal, state, local, and private programs have been established to promote
broad access to higher education, including government-sponsored Children’s Savings Account
(CSA) programs that create savings accounts for low- and moderate-income families focused
on building assets for their children’s college education. A large number of analyses of CSA
programs provide grounds to expect that Invest America investment grants also could help
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increase the likelihood that young people will attend and graduate college by helping them
accumulate savings for college, raising parents’ educational expectations for their children, and
improving children’s academic attitudes and school performance.

Thirty-eight states and the District of Columbia operate CSA community programs or state
pilot projects*? that covered 4.9 million children in 2022.4% Like the Invest America proposal,
many of the programs and projects have universal and automatic enrollment to ensure that all
children can benefit. Many of the programs also provide financial education for the children
and their parents, and a majority permit additional deposits in the savings accounts by family,
friends, and employers, and philanthropic or charitable organizations sometimes are matched.*
The CSA account holder cannot withdraw funds except for college or other approved
purposes,* and 96 percent of the programs are overseen by a nonprofit or community
organization (65 percent) or government agency (31 percent).*

Unlike these CSA programs, Invest America would be a national program and provide all
newborns with investment accounts held in a broad-based equity index of US companies,
rather than savings accounts. It also has the singular goal of giving every child a personal
financial stake in the economy and their future place in it, especially those in nonaffluent
families. As the assets grow over time, it's to be hoped that children from every background
would gain a concrete basis in their daily lives to imagine and plan to attend college or, if they
chose, use the assets to start a business or buy a home.*” In line with most CSA programs,
Invest America’s provision for universal eligibility and automatic enrollment could help reduce
long-term poverty by giving families with low or modest incomes the funds and incentives to
invest in their children’s potential.

Many CSA programs have been part of the SEED initiative (Saving for Education,
Entrepreneurship, and Downpayment) that began in 2003 and currently funds demonstration
programs in 11 states. Analysts have extensively evaluated the SEED for Oklahoma Kids
program (SEED OK), established in 2007, because it used random selection across family
income, educational attainment, and race and ethnicity as its proxy for universal eligibility, and
enrolled 1,300 newborns and tracked 1,300 additional newborns as a control group.*®

SEED OK recipients received an initial $1,000 grant, an additional $100 grant for opening a
separate personal savings account tied to their SEED savings account, matching funds based
on family income for contributions to the personal account, and access to financial education
for SEED OK parents and children. However, participants did not directly control the accounts,
which technically are owned by the Oklahoma state government and managed through the
state’s 529 college savings program. When a participant enrolls in a postsecondary institution,
the government transfers the SEED OK savings directly to the institution.*’

The evaluations of SEED OK and other CSA programs with random selection and controls
provide evidence of a range of positive effects. As the SEED OK children aged in the program,
parents’ educational expectations for them increased, and the children expressed greater
interest in college, all compared to children and their parents in the control group.>® One
multiple regression analysis found that the SEED OK children with more positive educational
expectations also demonstrated increased efforts with school tasks and improved academic
records.>!
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In addition, SEED OK parents were more likely to say that they thought about their children’s
future education and took concrete steps to prepare for it.>2 Families participating in the
program also were 30 times more likely than control group families to open 529 accounts, and
the average savings in those accounts after nine years ($3,112) were 3.3 times the 529 savings
by those in the control group who opened such accounts ($939).5 After 14 years, 19 percent
of the SEED OK families had 529 accounts averaging $4,373, compared to 4 percent of control
group families with balances averaging $1,286.5

These findings are particularly important given most families’ difficulties with college costs:
Sallie Mae reports that while 44 percent of families with children start saving for college when
a child is aged six or younger, 32 percent don't begin until a child is seven to 12 years old, 16
percent wait until their children are teenagers, and 8 percent never save for college.*

Other studies of SEED OK also found evidence that the participating children improved their
elementary and secondary school performance. At age nine, students with active SEED OK
accounts were 40 percent less likely to miss school 10 or more times a year and 53 percent
more likely to read at their grade level, compared to the control group students.>® At age 14,
SEED OK students from low- and moderate-income families also maintained better attendance
records and scored higher on math tests than children in the control group.””

In addition, the University of Michigan longitudinal PSID provides evidence of a link between
savings accounts for children and their educational attainment, especially those from
nonaffluent families. One analysis found that Black children from low- and moderate-income
families with savings accounts were six times more likely to attend college and four times more
likely to graduate than Black children from comparable families without saving accounts.>®
More generally, researchers found that children in families with incomes of less than $50,000
and savings accounts designated for their education were three times more likely to enroll

in college and 2.5 times more likely to graduate than children from families with comparable
incomes but without savings targeted to education.”?

For most Americans, buying a home is the most common and secure way to accumulate
wealth. The Federal Reserve reports that in 2022, 66 percent of US households had equity in
their homes, with an average value of $323,000.¢° The wealth benefits of homeownership also
are widespread across incomes. While the households in the lower- and middle-income ranges
include millions of retirees without mortgages, they also include millions of younger working
households. With that caveat, the data show that 42 percent of households in the lowest 20
percent by income had home equity, with an average value of $145,000, as did 49 percent of
those in the second-income quintile, with home equity averaging $200,000, and 69 percent of
those in the middle-income quintile, with home equity averaging 250,000.%*

The Invest America accounts can be used to lower a critical barrier that prevents or delays
many younger working people from buying their first homes: securing the downpayment.
Purchasing a house requires a mortgage that, in turn, requires liquid assets for a down payment
as well as a steady and adequate income. These conditions constrain many younger people,
and studies have found that the lack of sufficient assets for a down payment is the single
largest constraint on their ability to become first-time homeowners.5?
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The economic logic behind the down payment requirement rests on the view by most lenders
that people who invest their money through a down payment become more motivated to
maintain the mortgage®*—although the housing crash of 2008-2011 showed that some
people are willing to write off their down payments when the value of their home falls below
the outstanding mortgage balance. Under most conditions, the down payment requirement
limits the pool of those eligible for mortgages, and a study of people ages 20 to 33 found that
difficulties securing down payments reduced their likelihood of becoming homeowners by 20
percentage points.*

Since the assets for down payments are generally associated with income, homeownership
rates and home equity both increase markedly with income. Federal Reserve data show that
while 66 percent of US households were homeowners in 2022, with median home equity
of $323,000, 90 percent of those in the top 20 percent of incomes had home equity with a
median value of $640,000.6°> By contrast, only 41 percent of those in the bottom 20 percent
held home equity, with a median value of $145,000, along with 49 percent of those in the
second quintile, with median home equity of $200,000. Since the lower-income quintiles
include millions of retirees in mortgage-free homes, the share of younger people in those
groups with home equity is considerably smaller.

Among Americans younger than 35 years, there also are large disparities in homeownership
based on race and ethnicity: 46 percent of White households headed by people age 35 or
younger owned homes in 2019, compared to 17 percent of Black households and 28 percent
of Hispanic households.®¢ Analysts also have found that the homeownership gap between
White and Black households reflects the ability and willingness of parents to assist with down
payments, as well as income differences.®’

The asset barrier to initial homeownership can have other significant effects. Researchers at
the Department of Housing and Urban Development found that living in areas where higher-
skilled workers and privately-owned houses predominate affects many other opportunities,
including the quality of public schools and the availability of jobs.®® In turn, access to assets
for a down payment on a first home can also affect the jobs and public education available to
people earning comparable incomes, and thereby influence long-term economic mobility.

There is also evidence that government programs could make a significant difference in initial
homeownership. For example, the Community Advantage Mortgage Program pilot program
underwrote 30-year fixed-rate mortgages for borrowers who, based on assets and income,
would otherwise have qualified only for a subprime mortgage or been unable to buy a first
house.®’ The project led to significant increases in people’s home equity and substantially
lower rates of mortgage delinquencies and defaults, when compared to holders of subprime
mortgages.

Similarly, we conclude that the assets and financial behavior associated with Invest America
investment grants and accounts could be expected to lead to higher rates of first-time
homeownership, especially among young people from families with few assets, who otherwise
would struggle to secure the necessary downpayment.
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When young people with Invest America accounts become adults, they can also use their
accumulated financial assets to help address the challenges many will face if they want to start
their own businesses.

Federal Reserve data show that hopeful entrepreneurs in households with modest, moderate,
or middle incomes face much greater obstacles than their higher-income peers in creating
new business ventures. In 2022, 15 percent of US households had equity in a private business,
with a median value of $90,000.7° As with home equity, higher-income people dominate those
holdings: 41 percent of households in the top 10 percent held business equity, with a median
value of $590,000, compared to less than 7 percent of those in the bottom 20 percent, with
median business assets of $10,000, 8 percent of those in the second income quintile, with
median business equity of $21,600, and less than 10 percent of people in the middle-income
quintile, with median assets of $50,000.

People at all income levels have entrepreneurial drive and ambitions. Nevertheless, those in
the top 10 percent are four times more likely to own their own business and have business
equity nearly 12 times greater than those in the middle of the income distribution. Those at
the top are also six times more likely to be entrepreneurs and hold business equity 59 times
greater than those in the bottom 20 percent of households. Similarly, 16 percent of White
households in 2022 owned equity in a private business with a median value of $105,000,
compared to 11 percent of Black households, with median private business assets of $41,700,
and less than 10 percent of Hispanic households, with median business assets of $40,000.7

Budding entrepreneurs across family incomes, race, and ethnicity could use the financial assets
built up in their Invest America accounts during childhood to open and grow a new business
and so move up economically.”? Those assets can be critical because studies have found that a
principal reason most young businesses fail is their founders’ limited access to initial and early
start-up capital, whether personally or through banks.”?

The Small Business Administration reported that 45 percent of owners of young businesses
were denied loans because they lacked sufficient collateral, and 79 percent of young ventures
that fail begin with insufficient capital to maintain their operations.” The majority of new
ventures fail as a result. The Bureau of Labor Statistics reports that in the year ending March
2016, entrepreneurs established 732,900 small businesses employing more than 3.1 million
people, or an average of 4.3 employees. By March 2018, 31 percent of those businesses

failed, and by March 2023, the failure rate reached 57 percent.”> Notably, those that secured
sufficient capital often thrived: By March 2023, the 317,800 of the original ventures from 2016
that were still in business employed 9.5 workers on average.”®

Entrepreneurs’ access to bank loans and lines of credit also is subject to significant disparities
based on race and ethnicity. The 2022 Small Business Credit Survey conducted by the regional
banks of the Federal Reserve System asked small business owners to describe their financial
difficulties, and 50 percent of Black and 37 percent of Hispanic entrepreneurs cited access to
credit, compared to 27 percent of White entrepreneurs.”” Among those who did not apply for
loans or lines of credit, 50 percent of White business owners said they already had sufficient
financing, versus 13 percent of Black and 26 percent of Hispanic small business owners.
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Even as revenues and employment increased or declined at virtually the same rates in Black-,
Hispanic-, and White-owned small businesses, the Federal Reserve small credit survey
further found that 73 percent of Black owners and 65 percent of Hispanic owners deemed
their companies’ financial condition fair or poor compared to 51 percent of White owners.”®
Similarly, the Census Bureau reported that 32 percent of Black and 28 percent of Hispanic
small business owners were “very concerned” about the financial health of their ventures in
2022, compared to 17 percent of White owners.”” Accordingly, nearly 38 percent of private
companies owned by Black entrepreneurs and 26 percent of those owned by Hispanic
entrepreneurs reported needing financing, versus 16 percent of those owned by White
entrepreneurs.®®

To some extent, the differences reflect demographics. Access to capital is most critical in a
business’ early years, and a larger share of minority-owned ventures were created recently:
In 2022, 48 percent of Black-owned small companies and 38 percent of those owned by
Hispanics had been in business for less than three years, versus 19 percent of White-owned
small businesses.8! Equally important, 56 percent of Black and 43 percent of Hispanic
entrepreneurs reported serious difficulties accessing outside financing, compared to 26
percent of the White founders. Perhaps most disturbing, 31 percent of the Black founders
and 24 percent of the Hispanic founders said they had been actively discouraged from even
applying for loans or lines of credit, versus 5 percent of White founders—and among those
who did apply, 41 percent of Black and 39 percent of Hispanic entrepreneurs were denied,
compared to 18 percent of White entrepreneurs.

No program can guarantee the survival or success of new businesses. Even so, providing every
child with a funded investment account that will grow substantially over several decades could
help millions of budding entrepreneurs build or secure their initial and early capital and thereby
help surmount the biggest hurdle they face today. Given the serious financing challenges that
low-, moderate-, and middle-income entrepreneurs, especially those of color, must confront,
personal access to financial assets, which Invest America accounts would provide, could be
critical to democratizing and enhancing new business creation.

Evidence also suggests that children with savings and, presumably, investment accounts are
more likely to save and invest as young adults. Part of this effect is simple self-interest. If every
newborn receives an Invest America account, its growth as the child reaches young adulthood
becomes a lesson in the potential gains from continuing to save and invest on their own. In
addition, however, studies have shown that the process of saving in childhood can create a
continuing habit, apart from the wealth created through the account.

Psychologists and other social scientists who have studied why and how children put aside
money in savings have identified patterns for continuing to save that Invest America accounts
could reinforce. At very young ages, children who save do so to spend their savings, typically
for a special purpose such as buying a toy or treat. Consequently, they often fear that putting
their money in a bank is the same as losing it.82 By age six, however, most children learn from
their parents, teachers, and popular culture that saving is a “good thing,” and many will save
for the more general purpose of satisfying some as yet unspecified future need or desire.

By age nine to 12, many children have acquired a habit of saving—and learned that they

may sometimes obtain money to save by pleading or negotiating with their parents. Most
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“tweenagers” also recognize that keeping their money in an account can stop them from losing
it.

By age 15 or so, when most adolescents have come to see working, rather than parents, as the
principal source of discretionary funds, parents continue to influence their children’s behavior
and habits for managing money. Moreover, those who learned to save as children become
much more likely to save as adolescents.?® By that age, many children also appreciate that
savings accounts grow over time, and studies also show that successful saving by adolescents
fosters more saving by young adults.®* Researchers have further found that children with low-
and moderate-income parents who saved to purchase an asset such as an automobile are more
likely to see a better future based partly on saving.®®

Other findings on the positive effects of children having saving accounts in their own names,
independent of parents’ opening accounts on their behalf, could also support the Invest
America approach.® Not only are the accounts associated with higher scores in math and
reading as well as a greater likelihood of attending college,?” but children with accounts in
their own names also are more likely as young adults—five to seven years later—to accumulate
savings and diversify their holdings.2 Further, owning a savings account in childhood is not
only associated with saving more as a young adult® but also with owning bonds, certificates
of deposit, and other financial investments.?® Notably, while a household’s net worth affects
how much young adults save, it does not affect whether, as young adults, they have their own
savings accounts.”*

The federal government has long used tax preferences to encourage Americans to save
and invest, especially the deductions for retirement saving and mortgage interest. Those
preferences cost the Treasury $300 billion in 2019. Yet their impact is small for most
households. The bottom 60 percent of households by income received 13 percent of the
benefits for retirement savings and 4 percent of the asset-building benefits for mortgage
interest.”? Invest America accounts would be equally available to all newborns and thereby
encourage saving and investing by young people from low-, moderate-, and middle-income
families as well those from higher-income households.

For many families, Invest America grants for newborns could be their first experience with
financial matters. Based on studies that have found that financial education can help people
better understand and manage their assets, the Invest America program would benefit from
providing online access to the basic elements of financial literacy.

A recent study from the Milken Institute defined financial literacy as knowledge of basic
financial concepts, simple numeracy skills, basic competence in managing one’s own personal
finances on a day-to-day basis, and positive attitudes toward saving, debt, and investment.”®
To promote such knowledge, skills, and attitudes, 25 states currently require all high school
students to complete a financial literacy course, and 10 more states require that high schools
at least offer such courses.?”* Researchers have reported that students who have had such
instruction in these matters relied less as young adults on nonstudent debt and repaid their
debts at higher rates than those who did not; those results held up across family incomes,
gender, and race.”®
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Even so, 50 percent to 60 percent of young adults lack the skills and working knowledge

of how to handle assets over time, including 65 percent of those with incomes of less than
$25,000.%¢ A recent study by the Financial Industry Regulatory Authority suggested substantial
potential costs: People with low levels of financial knowledge and skills were 62 percent more
likely to spend more than they earned and 51 percent more likely to have no provision for
retirement savings.®” Similarly, a recent study from the Milken Institute documented the results
of a survey showing that people with a very low level of financial fluency are six times more
likely to have difficulty making ends meet, three times more likely to be debt constrained, three
times more likely to be unable to cope with a $2,000 financial shock, and four times more likely
to spend more than 10 hours a week on issues related to personal finances.?®

There is also substantial evidence that financial literacy programs here and around the world
have positive effects. A 2020 meta-analysis based on 78 peer-reviewed randomized studies
from 33 countries, covering a total sample of 160,000 people, found that the programs
improved people’s financial knowledge to a degree comparable to adult education programs in
reading and mathematics.’” Moreover, participating in financial literacy programs has also been
associated with positive effects across incomes on people’s saving, borrowing, and budgeting
behavior.1°

The benefits can also flow in the opposite direction. Analysts report that programs that
introduce economically disadvantaged young people to investment and savings accounts
increased their financial literacy and improved their financial behavior. For example, the My
Path Savings program enrolled 275 youth from low-income families, opened savings accounts
for them, and matched the personal savings that often followed.'°! Those enrolled in the
program demonstrated significant improvement in financial knowledge and saved an average
of $507, results largely independent of the people’s race, gender, and whether the household
received public assistance. The share that followed a personal budget also increased from 29
percent to 53 percent, and the share that tracked their own spending rose from 42 percent to
66 percent.

As one expert observed, “it is increasingly being advocated that financial education be offered
in conjunction with a mainstream financial product, such as a savings account, to improve
financial outcomes.”°? To increase the impact of the universal Invest America grants, the
program could also provide universal access to online financial education.

Milken Institute | The Economic Impact of Invest America Accounts




CONCLUSIONS

We have discussed the design and implementation of the Invest America Account, a policy
that would create a $1,000 investment account for every newborn American. We find that
the power of compounding leads these accounts to generate significant wealth over time,
which significantly reduces wealth inequality and adds to economic mobility. In our work in
progress, we are exploring the budgetary impact of these proposals. Such impact will depend
on a number of design matters, including the deductibility of contributions and taxability of
withdrawals, which policymakers would have to consider when legislating this proposal.
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APPENDIX A. LEGISLATIVE SOURCE

MATERIALS WITH LINKS
Federal

Note: Descriptions are curated from legislative information provided by Congress.gov, with links to
the actual bill text provided for each entry.

1998

KIDSAVE ACCOUNTS ACT
S.2184, 105th Congress, Introduced 06/17/1998

Lead Sponsor:  Senator Bob Kerrey (D-NE)

Cosponsors:  Senator Daniel Patrick Moynihan (D-NY)
Senator John Breaux (D-LA)
Senator Joe Lieberman (D-CT)

Requires the secretary of the Treasury to transfer to each account holder’s KidSave Account:
(1) $1,000, on the date such individual’s KidSave Account is established, in the case of any
individual born on or after January 1, 1999; plus (2) in the case of any individual born on or
after January 1, 1997, $500 on each of the individual’s first five birthdays occurring on or after
January 1, 2002. Establishes in the Treasury the KidSave Investment Fund in the same manner
as the Thrift Savings Plan under the Federal Employees Retirement System.

History of Reintroduction with Largely the Same Provisions

Year Bill Maijor Additions to Sponsorship

2000 S.3200 Senator Rick Santorum (R-PA) added as original cosponsor

New House Version Carried by Rep. Jerry Weller (R-IL) and Rep.

2005 HR 1041 Sherrod Brown (D-OH)

2007 H.R. 242
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https://www.congress.gov/bill/105th-congress/senate-bill/2184
https://www.congress.gov/bill/106th-congress/senate-bill/3200
https://www.congress.gov/bill/109th-congress/house-bill/1041
https://www.congress.gov/bill/110th-congress/house-bill/242

1999

SAVINGS FOR WORKING FAMILIES ACT
5.895, 106th Congress, Introduced 04/28/1999

Lead Sponsors: Senator Joe Lieberman (D-CT)
Senator Rick Santorum (R-PA)

Cosponsors: Senator Dick Durbin (D-IL)
Senator Spencer Abraham (R-Ml)
Senator Charles Robb (D-VA)
Senator Bob Kerrey (D-NE)
Senator Rob Grams (R-MN)
Senator Dianne Feinstein (D-CA)
Senator Mary Landrieu (D-LA)

This act aimed to create and expand Individual Development Accounts, which are savings
accounts for low-income individuals, including children, to help them save for education,
homeownership, or starting a business. The proposal included federal matching funds to
encourage savings and investment in these accounts.

History of Reintroduction with Largely the Same Provisions

Year Bill Major Additions to Sponsorship

Senator Evan Bayh (D-IN), Senator Tim Johnson (D-SD), and
Senator Edward Kennedy (D-MA) added as original cosponsors

2000  S.2023

House companion introduced by Rep. Joseph Pitts (R-PA), Rep.
Charles Stenholm (D-TX), and 35 additional cosponsors

Reintroduced version with 52 cosponsors, including Rep. J.C. Watts

(R-OK), Rep. Kevin Brady (R-TX), Rep. Fred Upton (R-Ml), Rep.

Tammy Baldwin (D-WI), Rep. Jim DeMint (R-SC), and Rep. Tom

Udall (D-NM)

2003 S.476 CARE Act of 2003, Lead Sponsor: Senator Chuck Grassley (R-IA),
- passed the Senate 04/09/2003 (95-5 Vote)

2000 H.R. 4106

2001 H.R. 2160

2005 S.922 Added Senator Thad Cochran (R-MS) as cosponsor

Reintroduced version with 67 cosponsors, including Rep. Tom Cole
2006 H.R. 4751 (R-OK), Rep. John Lewis (D-GA), Rep. Shelley Moore Capito (R-WV),
and Rep. Harold Ford, Jr. (D-TN)

2007 H.R. 892

Reintroduced version by Rep. Stephanie Tubbs Jones (D-OH) and
2007 H.R. 1514 Rep. Joseph Pitts (R-PA) with 94 cosponsors, including Rep. Mike
Pence (R-IN) and Rep. Bobby Scott (D-VA)
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https://www.congress.gov/bill/106th-congress/senate-bill/895
https://www.congress.gov/bill/106th-congress/senate-bill/2023
https://www.congress.gov/bill/106th-congress/house-bill/4106
https://www.congress.gov/bill/107th-congress/house-bill/2160
https://www.congress.gov/bill/108th-congress/senate-bill/476
https://www.congress.gov/bill/109th-congress/senate-bill/922
https://www.congress.gov/bill/109th-congress/house-bill/4751
https://www.congress.gov/bill/110th-congress/house-bill/892
https://www.congress.gov/bill/110th-congress/house-bill/1514

Reintroduced version with 26 Senate cosponsors, including Senator
2007 s 871 Susan Collins (R-ME), Senator Mel Martinez (R-FL), Senator Bob
- Casey (D-PA), Senator Amy Klobuchar (D-MN), and Senator Jon
Tester (D-MT)

2009 H.R. 1234 Reintroduced by Rep. Joseph Pitts (R-PA)

Reintroduced by Rep. Earl Pomeroy (D-ND) and Rep. Joseph Pitts

(R-PA) and 17 additional cosponsors

2009 <. 985 Relntr?duced by Senat9r BIanch? Lincoln (D-AR), Senator Jim
- Brunning (R-KY), and eight additional cosponsors

2009 H.R. 2277

2013 H.R. 2964 Reintroduced by Rep. Joseph Pitts (R-PA)

UNIVERSAL SAVINGS ACCOUNTS
Proposed by President Bill Clinton, State of the Union 1999

President Clinton proposed that Americans be given the chance to open, voluntarily, Universal
Savings Accounts (USAs). He proposed that workers receive a refundable tax credit if their
incomes were up to $80,000 a year, which would be deposited directly into their USAs
accounts and, as they saved, that the government help them save further, matching their
contributions on a sliding scale depending on income, giving extra help to those least able to
save. Further, he proposed that aid be given to people with incomes between $80,000 and
$100,000 a year, but on a reduced basis. Even people with incomes over $100,000 a year, if
they had no other personal retirement savings or pensions, were eligible for help under this
proposal.

2000

RETIREMENT SAVINGS ACCOUNTS
Proposed by President Bill Clinton, State of the Union 2000

President Clinton’s proposal built on the successful model of Individual Development Accounts,
extending generous matches to all low- and moderate-income families to encourage them to
develop savings and assets. A person who participated in this savings program for 40 years
could accumulate over $266,000, enough to produce $24,000 a year of income in retirement.
When fully phased in after 2004, a single filer could contribute up to $1,000 into a retirement
savings account (RSA). For married couples, both spouses could make a $1,000 contribution
for a total of $2,000. These could be held in employer-sponsored retirement plans or placed in
private financial institutions.

To encourage working families to start saving for retirement, the president’s plan would have
provided a two-to-one match for the first $100 contributed by each person. For a couple, they
could contribute $200 to their RSAs and the government would match with another $400,
bringing the total account to $600. For the next $1,800 contributed by a couple to an RSA, the
government would provide a one-to-one match.
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https://www.congress.gov/bill/110th-congress/senate-bill/871
https://www.congress.gov/bill/111th-congress/house-bill/1234
https://www.congress.gov/bill/111th-congress/house-bill/2277
https://www.congress.gov/bill/111th-congress/senate-bill/985
https://www.congress.gov/bill/113th-congress/house-bill/2964

2004

AMERICA SAVING FOR PERSONAL INVESTMENT, RETIREMENT AND EDUCATION
(ASPIRE) ACT

S.2751, 108th Congress, Introduced 07/22/2004

Lead Sponsors: Senator Rick Santorum (R-PA)
Senator Jon Corzine (D-NJ)

At birth, children would receive a $500 government deposit in a lifetime savings account.
Depending on family income, some children would receive a supplemental contribution of up
to $500. After-tax private contributions would be permitted up to $2,000 a year and would be
matched by the government up to $500 a year, depending on income level. Withdrawals would
not be permitted until age 18. Between ages 18 and 25, account balances could be used only
for higher education. After age 25, balances could be used for homeownership or retirement in
accordance with Roth IRA regulations.

History of Reintroduction with Largely the Same Provisions

Year Bill Major Additions to Sponsorship

House companion legislation sponsored by Rep. Harold Ford, Jr.
2004 H.R. 4939 (D-TN), Rep. Thomas Petri (R-WI), Rep. Patrick Kennedy (D-RI), and
Rep. Phil English (R-PA)
Added Rep. Grace Napolitano (D-CA), Rep. Bill Shuster (R-PA), and
Rep. Todd Platts (R-PA) as cosponsors
2005 <. 868 Added Senator Charles Schumer (D-NY) and Senator Jim DeMint
— (R-SC) as cosponsors
Reintroduced by Rep. Patrick Kennedy (D-RI), adding Rep. Rahm
Emanuel (D-IL) and Rep. Zoe Lofgren (D-CA) as cosponsors
2008 S. 3557 Reintroduced by Senator Charles Schumer (D-NY)
Added Rep. Jim Cooper (D-TN), Rep. Niki Tsongas (D-MA), Rep.
2010 H.R. 4682 Barbara Lee (D-CA), and Rep. Michael Capuano (D-MA) as
COSponsors

2010 S. 3577 Added Senator Chris Dodd (D-CT) as a cosponsor

2005 H.R. 1767

2007 H.R. 3740
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https://www.congress.gov/bill/108th-congress/house-bill/4939
https://www.congress.gov/bill/109th-congress/house-bill/1767
https://www.congress.gov/bill/109th-congress/senate-bill/868
https://www.congress.gov/bill/110th-congress/house-bill/3740
https://www.congress.gov/bill/110th-congress/senate-bill/3557
https://www.congress.gov/bill/111th-congress/house-bill/4682
https://www.congress.gov/bill/111th-congress/senate-bill/3577

2005

LIFETIME SAVINGS ACCOUNT

Proposed by: President George W. Bush, White House Budget FY2005

A new lifetime savings account that would allow an individual 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. This proposal would provide dollar-for-dollar matching

contributions of up to $500 targeted to lower-income individuals. Matching contributions
would be supported by a 100 percent credit to sponsoring financial institutions.

LIFETIME SAVINGS ACCOUNT ACT OF 2005
S. 545, 109th Congress, Introduced 03/08/2005

H.R. 1163, 109th Congress, Introduced 03/08/2005

Lead Sponsors: Senator Craig Thomas (R-WY)
Senator Jon Kyl (R-AZ)
Rep. Sam Johnson (R-TX)

Cosponsors: Rep. Phil English (R-PA)
Rep. John Shaddegg (R-AZ)

The Lifetime Savings Account Act of 2005 allowed after-tax contributions of up to $5,000 a
year and excluded distributions from gross income.
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2006

SAVINGS COMPETITIVENESS ACT OF 2006
S. 2431, 109th Congress, Introduced 03/16/2006

Lead Sponsor:  Senator Max Baucus (D-MT)

Through a Young Savers Account, parents would be allowed to direct contributions to Roth
IRAs for their children, not just for themselves. Parents would be allowed to make deposits
using their current IRA contribution limits.

THE 401KIDS FAMILY SAVINGS ACT OF 2006
H.R. 5314, 109th Congress, Introduced 05/09/2006

Lead Sponsors: Rep. Clay Shaw (R-FL)

Cosponsors: Rep. Mark Kirk (R-1L)
Rep. Tom Cole (R-OK)
Rep. Pete Sessions (R-TX)
Rep. Ron Paul (R-TX)
Rep. Bobby Jindal (R-LA)
Rep. Marsha Blackburn (R-TN)

36 Total Cosponsors

Amends the Internal Revenue Code to: (1) allow tax-free distributions from a Coverdell
education savings account for first-time homebuyer expenses, (2) permit rollovers from
Coverdell education savings accounts to Roth individual retirement accounts (Roth IRAs), and
(3) rename Coverdell education savings accounts as 401Kids Savings Accounts.

History of Reintroduction with Largely the Same Provisions

Year Bill Major Additions to Sponsorship

Reintroduced by Rep. Judy Biggert (R-IL), adding Rep. Shelley

2007 H.R. 87
00 Moore Capito (R-WV) and 31 additional cosponsors

2009 H.R. 30
2011 H.R. 37
2013 S. 1515 Reintroduced by Senator Mark Kirk (R-IL)

Milken Institute | The Economic Impact of Invest America Accounts



https://www.congress.gov/bill/109th-congress/senate-bill/2431
https://www.congress.gov/bill/109th-congress/house-bill/5314
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https://www.congress.gov/bill/113th-congress/senate-bill/1515

PLUS ACCOUNTS
Proposed by Senator Jeff Sessions (R-AL)

Portable, Lifelong, Universal Savings (PLUS) Accounts would have automatically created

an account for each child. The account would have been seeded with a one-time $1,000
contribution. Beginning January 1, 2009, individual PLUS accounts would be established for

all working US citizens under age 65 with a mandatory 1 percent of each worker’s paycheck
withheld pretax and automatically deposited into their account (workers could voluntarily
contribute up to 10 percent). Employers would also be required to contribute at least 1 percent
(and up to 10 percent) of earnings. No withdrawals from PLUS accounts could be made until
the account holder reached age 65, although there would be a loan program for preretirement
uses.

2014

INVESTING IN AMERICA'S FUTURE ACT
H.R. 5576, 113th Congress, Introduced 09/18/2014

Lead Sponsor: Rep. Joe Crowley (D-NY)
Cosponsor: Rep. Keith Ellison (D-MN)

In March 2014, Representative Joseph Crowley (D-NY) announced a proposal for CSAs

under which every child born in the United States would receive a USAccount with a seed
deposit of $500. Families could deposit up to $2,000 into the account annually, and the
government would match deposits dollar for dollar up to $500 per year. The proposal also calls
for expanding the child tax credit up to a maximum of $500 annually. USAccounts would be
established through the Social Security Administration, although families could move them to
an approved financial services institution. Children could access the funds at age 18 and use
them to pay for college, buy a home, or start a small business. The funds could also be rolled
over into a 401(k), IRA, or traditional private savings account.

History of Reintroduction with Largely the Same Provisions

Year Bill Major Additions to Sponsorship
2015 H.R. 4045
2018 H.R. 5118
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2015

UNIVERSAL SAVINGS ACCOUNT ACT
S5.2320, 114th Congress, Introduced 11/19/2015

Lead Sponsor: Senator Jeff Flake (R-AZ)

The legislation would have allowed anyone 18 or older to open a USA and contribute up to
$5,500 a year, after tax, and to withdraw for any purpose, without taxes or penalties.

History of Reintroduction with Largely the Same Provisions

Year Bill Major Additions to Sponsorship

House companion introduced by Rep. Dave Brat (R-VA) and
2015 H.R. 4094 cosponsored by Rep. Paul Gosar (R-AZ), Rep. Trent Franks (R-AZ),
Rep. Morgan Griffith (R-VA), and three additional cosponsors.

2017 H.R. 937
2017  S.323

2018

AMERICAN OPPORTUNITY ACCOUNTS ACT
5.3766, 115th Congress, Introduced 12/18/2018

Lead Sponsor:  Senator Cory Booker (D-NJ)

This act proposes creating “early wealth buildings,” federally funded savings accounts for
every child born in the US, with the amount of funding based on family income. The funds
could be invested in government securities, and the accounts would mature when the child
reaches adulthood, providing a financial foundation for education, homeownership, or
entrepreneurship.

History of Reintroduction with Largely the Same Provisions

Year Bill Major Additions to Sponsorship

House companion introduced by Rep. Ayanna Pressley (D-MA) and

20 additional cosponsors

2019 S.2231 Added Senator Tammy Baldwin (D-WI) as a cosponsor

2021 H.R. 835 House companion reintroduced with 25 additional cosponsors
Added Senator Charles Schumer (D-NY), Senator Dick Durbin

2021 s 222 (D-IL), Senator Amy Klobuchar (D-MN), Senator Kirsten Gillibrand

— (D-NY), Senator Chris Coons (D-DE), Senator Bernie Sanders (I-VT),

and nine additional cosponsors

2019 H.R. 3922

2021 H.R. 1041 House companion reintroduced with 33 additional cosponsors
2023 S. 441 Reintroduced with 16 cosponsors
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https://www.congress.gov/bill/118th-congress/house-bill/1041
https://www.congress.gov/bill/118th-congress/senate-bill/441

FAMILY SAVINGS ACT
H.R. 6757, 115th Congress, Passed the House 09/27/2018 (240-177 Vote)

(“Tax Reform 2.0")
Lead Sponsor:  Rep. Mike Kelly (R-PA)

Cosponsors: Rep. Kevin Brady (R-TX)
Rep. Sam Johnson (R-TX)
Rep. Devin Nunes (R-CA)
Rep. Vern Buchanan (R-FL)
Rep. Adrian Smith (R-NE)
Rep. Kristi Noem (R-SD)
Rep. Pete Sessions (R-TX)
Rep. Marsha Blackburn (R-TN)

29 total cosponsors

The proposed Family Savings Account (FSA) allows taxpayers ages 18 and older to contribute
up to $2,500 a year of after-tax income. Like private Roth-style retirement savings accounts,
after-tax deposits into an FSA can be invested to generate earnings over time. Unlike existing
special-purpose savings accounts—401(k)s, IRAs, 529 plans—FSA holders are not bound by
limits on when savings can be withdrawn or purposes for which the funds must be used. All
withdrawals from an FSA are excluded from taxable income and are thus tax-free.
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2020

YOUNG AMERICAN SAVERS ACT
5.3764, 116th Congress, Introduced 05/19/2020

Lead Sponsor:  Senator Bob Casey (D-PA)

Cosponsors: Senator Ron Wyden (D-OR)
Senator Charles Schumer (D-NY)

This initiative aimed to establish investment accounts for children, the Federal Child Savings
Account Program, with government contributions and incentives for families to save and invest
for their children’s future educational and developmental needs. The program allows the parent
or guardian of a child who is under the age of 18 and a US resident to make contributions to

an account for the child’s educational expenses. An account may also fund a Roth IRA and an
ABLE (i.e., Achieving a Better Life Experience) account for disabled individuals. Distributions
from such accounts may begin on the earlier of the date such child attains the age of 26,
receives an associate’s or bachelor’s degree, or enlists in active duty military service.

History of Reintroduction with Largely the Same Provisions

Year Bill Major Additions to Sponsorship
2021 S. 2206

2024

401KIDS SAVINGS ACCOUNT ACT OF 2024
S.3716, 118th Congress, Introduced 01/31/2024

Lead Sponsor:  Senator Bob Casey (D-PA)

Cosponsors: Senator Charles Schumer (D-NY)
Senator Ron Wyden (D-OR)
Senator Tina Smith (D-MN)
Senator John Fetterman (D-PA)
Senator Richard Blumenthal (D-CT)
Senator Debbie Stabenow (D-Ml)
Senator Michael Bennet (D-CO)

401Kids accounts would be built on state 529 college savings platforms and managed by
state treasurers. Once the accounts are established for all newborns and children under age
18, families, nonprofits, employers, foundations, and others could contribute to a 401Kids
Account, which, starting at age 18, could be used for post-secondary education and training,
a small business, a first home, or retirement security. While all families could contribute up
to $2,500 per year to the accounts, only lower- and moderate-income families would receive
direct federal support.
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State

CHILD DEVELOPMENT ACCOUNTS

First proposed by Sherraden in 1991, Child Development Accounts (CDAs) are designed to
enable children to begin accumulating assets at birth, assets that can be tapped in later life

for investments in developmental priorities such as higher education. The accounts would be
part of a centralized policy that covered every child, provided a substantial initial deposit, and
accepted ongoing contributions from multiple sources, delivering extra benefits for children
born into disadvantage. The term “Child Development Account” refers to the main purpose of
the policy: developing all children to reach their potential for a rewarding life and to contribute
to the economy and society.

In 2007, Sherraden and colleagues launched the SEED for Oklahoma Kids (SEED OK)
experiment as a test of universal statewide CDA policy. The researchers identified a sample of
newborns in Oklahoma and randomly divided them into two groups, treatment and control,
exposing the treatment group to the CDA policy and a bundle of incentives. The accounts are
held in a transformed 529 college savings plan designed to include 100 percent of children. An
effective and sustainable CDA policy structure is being demonstrated in SEED OK.

OTHER PROGRAMS AT THE STATE LEVEL
e CHET Baby Scholars Program (CT)

¢ Harold Alfond College Challenge (ME)
e College Kick Start Program (NV)

e CollegeBoundbaby (RI)

e SEED OK (OK)

e CalKIDS (CA)

e Bright Start Baby Scholars Program (IL)

e Kansas Learning Quest Education Savings Program (KS)
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Local
SAN FRANCISCO’S KINDERGARTEN TO COLLEGE (K2C) PROGRAM

Automatically opens a savings account for every kindergartner enrolled in public school,
starting with a $50 deposit from the city.

ST. LOUIS COLLEGE KIDS PROGRAM
Offers $50 in seed money to public school kindergartners in St. Louis for college savings, with
opportunities for additional incentives and matches.

OAKLAND PROMISE: BRILLIANT BABY PROGRAM
Provides $500 in college savings accounts to children from low-income families in Oakland,
with financial coaching for parents.

NEW YORK CITY’S SAVE FOR COLLEGE PROGRAM
Opens a 529 college savings account with a $100 initial deposit for every kindergartner
enrolled in public schools, with opportunities for families to earn more through incentives.

BOSTON SAVES PROGRAM

Starts every kindergartner with a $50 seed deposit into a savings account for future college or
career training expenses.

MILWAUKEE’S FUND MY FUTURE PROGRAM
Provides a $25 initial deposit into savings accounts for kindergarteners in Milwaukee Public
Schools, with additional incentives for savings milestones.

WABASH COUNTY (INDIANA) PROMISE INITIATIVE
Supports children in Wabash County by opening 529 college savings accounts and offering
seed money and match opportunities.

INGHAM COUNTY'’S (MICHIGAN) CHILDREN’S SAVINGS ACCOUNT
PROGRAM

Provides a $50 initial deposit into a savings account for every kindergartner in the county.
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