U.S. DEPARTMENT OF EDUCATION
GEAR UP College Savings Account Demonstration Project

Testing the Impact of Accounts on College Access and Success

A Proposed Project Seeking Public Comment

Summary

Gaining Early Awareness and Readiness for Undergraduate Programs (GEAR UP) is a $302 million Federal program designed to increase the number of low-income students who enter and succeed in postsecondary education by providing academic and other support services from middle school through the first year in college. The U.S. Department of Education is proposing to use $8.7 million in fiscal year (FY) 2012 Federal GEAR UP funds to carry out a college savings account demonstration project. The project would provide 10,000 GEAR UP students entering 9th grade in the fall of 2013 with a savings account, seed funding, savings matches, and financial counseling in addition to already-planned GEAR UP services, while a control group of 10,000 students would only receive regular GEAR UP services. The notice of proposed priorities for the project will be published for public comment in the Federal Register on Friday, June 1, 2012. The public has 30 days to provide input to James.Davis@ed.gov. The notice is available at http://www2.ed.gov/programs/gearup/applicant.html.
Background

Initial research indicates students with savings accounts are more likely to enroll in college than students without accounts. One theory is that students with a dedicated college savings account are more apt to view higher education as possible, pursue a college-preparatory curriculum in high school, and make sound financial decisions about investing in more education.  In November of 2010, Education Secretary Arne Duncan joined the Chairmen of the National Credit Union Administration and Federal Deposit Insurance Corporation to call on education and financial services communities to provide more students with deposit accounts and opportunities to save. In the spring of 2011, the GEAR UP application encouraged applicants to provide served students with savings accounts. Nearly two-thirds of the 66 winners said they would. The FY 2012 proposed college savings demonstration project is an effort to build stronger evidence for this strategy.        
Proposed Program Design

Eligibility 

FY 2011 and FY 2012 State GEAR UP grantees using a cohort model, in which an entire grade of students at selected schools receives GEAR UP services, are eligible to apply. There are 13 states
 that meet this definition.  Demonstration project-participating high schools must serve at least 50 students who will be in 9th grade in the 2013-2014 academic year and have or put in place directory information disclosure policies that allow accounts to be opened with basic information, such as name, address, and date of birth. Applicants must demonstrate their willingness, capacity, and a comprehensive plan to carry out the savings account intervention and participate in the rigorous evaluation. 
Funding

The Department plans to use $8.7 million in FY 2012 for implementation of this project, with the possibility of additional funds in FY 2013 if necessary, which does not include the evaluation cost.  Approximately $2 million would be available for successful applicants to administer the project, with the remaining amount used for savings account seed and match funding. This assumes 100% take-up rate for the savings accounts and exactly 10,000 students in the treatment group. The projected evaluation cost is up to $9.2 million over five years.
Intervention

High school students in both the control and treatment groups will receive all the regular GEAR UP services already planned. High school students in the treatment group will also receive a savings account, seed and matching funds to encourage saving, and at least twelve hours per year of related financial counseling. Parents will also receive financial counseling at least twice per year. Financial counselors must be highly qualified and participate in related ED-sponsored professional development activities. All accounts will start with a $200 seed. An additional $10 per month will be available to match savings by or on behalf of each student with a catch-up period each year. If a student saves enough to receive the maximum Federal match, the account will include at least $1,160 when they graduate from high school and enter college. 
Account Structure

Federal seed and match funding would be held in a government-guaranteed trust account separate from any non-Federal contributions, though the student would see both amounts in a single account statement.  Each successful applicant would identify a publicly accountable, single account trustee, such as a Lieutenant Governor or State Treasurer, to govern account use and an account administrator, such as a commercial financial institution, to manage the funds. States would have flexibility to determine the type of account offered to students, such as a 529 plan or a traditional savings account. The intention is that accounts be opened on behalf of students automatically, using only directory information that the relevant school district would share with the account administrator. Students and families must be able to make deposits in person, online, or on mobile devices.  Automatic payroll deductions are encouraged.     
Evaluation 
The Department’s evaluation contractor, identified by its Institute for Education Sciences, will randomly assign high schools to either the treatment or control group, collect data, and produce interim and final evaluation reports. Data collection will include school records, parent and student surveys, and savings information. Though final results will not be published until 2020, aggregate data on students’ savings behaviors and academic progress will be available yearly.

Public comment
The notice to be published in the Federal Register on June 1, 2012, provides thirty days for the public to share feedback with the Department about the proposed approach by sending an email to James.Davis@ed.gov . In particular, the Department is interested in comments on –

· The merits and drawbacks of different types of college savings accounts, and whether a single type of account should be prescribed for this project
· How directory information could be used to open accounts without need for a Social Security Number or other Taxpayer Identification Number to facilitate automatic enrollment
· The expected take-up rate for the savings accounts
Timeline

The Department plans to publish a final notice inviting applications, reflecting any changes made based on public comments or other information available to the Department, in July of 2012 and expects to announce awards for this project by September 30, 2012. Students will receive savings accounts by the second week of class in the 2013-2014 academic year. Initial results will be published in 2017. Final results, tracking students into college, will be available by 2020.
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