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EXECUTIVE SUMMARY FOR COMPASS FSS MULTI-YEAR EVALUATION

Ovetrview

Innovative financial security and asset-building programs are being implemented in federal rental
assistance programs with the goal of providing families with a comprehensive set of supports for
economic advancement. Compass Working Capital (Compass) and other similar programs aim to
support families in their efforts to grow their income, manage finances, and build savings and assets
—all important components that assist in advancing upward mobility. With the particular goal of
helping low-income families in subsidized housing save and build assets, the Compass Financial
Stability and Savings Programs (Compass FSS and Compass FSS+) are leading asset-building
demonstration programs for the U.S. Department of Housing and Urban Development (HUD)
Family Self-Sufficiency program.

The HUD Family Self-Sufficiency (FSS) program was enacted by Congress in 1990 and is designed
to help families living in public housing and those using Housing Choice Vouchers (HCV, formerly
known as Section 8) progress toward self-sufficiency by reducing disincentives to working and
assisting low-income families acquire valuable savings over a five year period. The FSS program
combines (a) stable affordable housing with (b) case management services to help families access
services needed to pursue employment and achieve other goals, and (c) an escrow account that
grows as families’ earnings increase.

Through successful partnerships with two housing authorities in Massachusetts—first with Lynn
Housing Authority and Neighborhood Development (LHAND) and more recently with the
Cambridge Housing Authority (CHA)—Compass has designed a potentially higher impact model for
the I'SS program for families receiving Housing Choice Vouchers and living in public housing. The
program Compass developed for FSS draws on its experience with Individual Development
Accounts, as well as best practices in FSS programs across the country. The program is
distinguished by an emphasis on effective outreach and recruitment, the provision of financial
education, individualized financial coaching, strategic use of escrow funds, and focused asset-
building strategies to deliver better long-term financial outcomes and assists families in subsidized
housing achieve economic security.

Research Highlights for Compass FSS and FSS+ Programs

Extensive qualitative research and quantitative data collection made it possible to conduct a more
comprehensive multi-year assessment of program results than standard FSS program reporting. The
research evaluation of the Compass FSS programs conducted by the Institute on Assets and Social
Policy at Brandeis University provided an opportunity to explore the value of an asset-building
variation using existing self-sufficiency program in the context of subsidized housing over a three-
year demonstration period.

Compass FSS Program in Lynn, MA

The evaluation for the first year studied the operations of Compass’ innovative model for the FSS
program at LHAND in Lynn, MA since its beginning in September 2010. Key highlights from the



first year review of the Compass FSS program illustrated that critical to initiating the Compass
model was the development of a trusting relationship with the local housing authority. That
relationship is reliant on a philosophy of empowering participants, an agreement for accountability,
and a shared commitment to the partnership.

The analysis documented Compass’ creative marketing and outreach strategy. Early results
demonstrated promising lessons for recruitment and enrollment for a program that is traditionally
hindered by poor promotion and limited take-up. Compass’ targeted and strategic outreach utilized
creative imagery and inspirational messaging and allowed Compass to reach their enrollment target
and increase the penetration rate to approximately 21% of the eligible population in Lynn in the first
three years, a figure that significantly outpaces the national average.”

Demographic data for the 76 participants enrolled by the end of the first year show that families
were predominantly female-headed with children, primarily self-identified as Hispanic, and three-
quarters had at least a high school diploma. Financial data at baseline showed that 89% were at least
partially employed, yet roughly a third had below poverty level-incomes, the majority suffered from
credit and debt issues, and most experienced economic strain and worried about money. Interim
results at six months, however, revealed very encouraging participant outcomes with growth in
earned income, savings, and credit, as well as improved financial confidence and economic well-
being.’

The promising findings from the first year also carried into the second year. The second year
evaluation illustrated that Compass found LHAND to be an accommodating and flexible partner
which allowed for effective coordination and successful implementation of the program possible.
Likewise, LHAND continued to rely on Compass’ expertise and core competencies related to
effective recruitment, financial education and coaching, and strong philosophical orientation toward
asset-building to guide program development.*

By September 2012, enrollment in Compass FSS had increased to 110 participants in Lynn, MA.
Early reporting illustrated several marked financial improvements for the 52 participants with
complete data at their one-year point.

e Participants at their 12-month point experienced increased earned income and decreased
reliance on public benefits while raising their credit score and lowering their total debt.

e Results also revealed a significant increase in practices related to timely payment of bills,
establishing financial goals and keeping track of income and spending.

e Participants also reported experiencing less economic strain, feeling increased optimism
about the future, and engaging more frequently in credit repair and active savings behavior.’

Two more recent studies of the performance of Compass FSS in Lynn further suggest the added
value of integrating asset-building components into the FSS model. This is evident from the
continued income growth demonstrated by the Compass FSS population in contrast to comparable

" Kimbrel, D., (2011). Compass Financial Stability and Savings Program Pilot Evaluation. Institute on Assets and
Social Policy, Brandeis University. http://iasp.brandeis.edu/capacity/evaluation.html
2 ibid
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* Kimbrel, D., (2013). Compass Financial Stability and Savings Program Pilot Evaluation: Second Year Report.
gnstitute on Assets and Social Policy, Brandeis University. http://iasp.brandeis.edu/capacity/evaluation.html
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non-FSS HCV voucher holders noted in the third year final report and from the encouraging early
results of the first two Compass FSS program graduates who have moved on to become
homeowners. Also, the preliminary results for an analysis of the return on investment indicates that
for a modest investment of program funds, the Compass FSS program is starting to generate
promising returns for society through reduced public benefits expenditures.

Compass FSS+ Program in Cambridge, MA

The preliminary research findings illustrate that Compass is on track to expand the scope and impact
of the I'SS program with the launch of their first replication effort in partnership with Cambridge
Housing Authority (CHA) in September 2012. The partnership with CHA allows Compass to
demonstrate replication capacity and competency in a larger market with different parameters. As
one of the 34 housing authorities nationally participating in the HUD Moving to Work (MTW)
initiative, CHA enjoys programming flexibility that “traditional” housing authorities lack. As a result
of CHA’s MTW status, Compass has been able to implement important program modifications,
including simplifying key elements of the F'SS program. Compass ability to adapt and transfer many
of the resources, strategies, policies and documents developed with LHAND to the Cambridge
model demonstrates Compass’ ability to effectively replicate the Compass FSS model to other
locations.’

Recruitment activity during the first year in Cambridge resulted in 81 or 8% of those eligible
enrolled in the Compass FSS+ program. Participants reported high ratings of satisfaction and
excitement with the financial education and coaching offered through the program. Participants for
whom data were available at the six-month point in the program demonstrated marked
improvement in their financial status for very encouraging eatly program outcomes:

* Nearly $2,000 average increase in annual earned income
e Over $3,000 average reduction in annual value of public benefits
* Modest increase in average credit scores, while experiencing a slight increase in total debt’

Implications for FSS Program Development, Policy and Research

The findings from the multi-year study suggest important implications for program development,
policy, and research. The successes in outreach and recruitment suggests the need for a more
pronounced effort in this area in standard FSS programs to ensure the FSS opportunity is made
available to eligible families in subsidized housing. The positive reception and results of inclusion of
financial education focused on budgeting, spending, credit, debt, and saving suggests the value of
incorporating a financial education component in the standard FSS programs. In addition, the
importance of ongoing, customized financial coaching to help participants reach core economic
benchmarks and long-term financial goals suggests the need for expanding beyond the standard case
management model to include important economic objectives tailored to participants’ financial
needs.

% ibid
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Collectively, the promising outcomes present in the Compass FSS model speak to the potential
benefits of aligning I'SS with key asset development strategies that focus on improving financial
skills, optimizing escrow funds, and strategic use of escrow disbursements toward longer term asset
building. These features should be further evaluated and explored in a variety of self-sufficiency and
housing demonstration programs. Additionally, study findings suggest the need for increased
supports for work and career advancement, as Compass participant’ frustrations with the job market
and challenges to achieve career mobility is consistent with FSS participants across the country.

Future research and evaluation will benefit from more experimental, random assignment and
comparative analysis conducted with non-FSS patticipants and/or participants in a standard FSS
program to measure the impact of the added value of the Compass FSS program and other higher
impact models on important economic indicators. The comparative analysis in this study is limited
and not as robust as would be desired as historically, limited and incomplete data makes such
comparisons challenging. An experimental study currently being conducted by MDRC is expected
to add much to the field in this area. But research conducted in this area will be greatly strengthened
with improved data collection efforts by HUD. As a recent GAO study noted, much of the
research on HUD programs is limited by large gaps in participant data, errors in data entry,
inconsistently-applied program metrics, and poorly managed data systems. *

The research landscape of innovative approaches linked to subsidized housing will also benefit from
systematic follow-up studies conducted with FSS graduates to provide insight into what were the
important factors for successful completion of the program. Follow-up analysis of graduates can
help add to the understanding of whether FSS programs can deliver long-term positive outcomes for
families that are sustained after program graduation.

Lastly, Compass’ partnership with the Cambridge Housing Authority, with its Moving-to-Work
status, encourages further examination of the program design within slightly different parameters. A
thorough analysis of the implementation and program delivery of innovative FSS models at different
locations and regions will add to the learning of what features and components work best under
different conditions as well as what enhancements can be made to produce greater economic
outcomes for families in subsidized housing.

¥ Emple 2013; GAO: HUD Report. 2013
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PRELIMINARY RETURN ON INVESTMENT
FOR PARTICIPANTS IN COMPASS FSS PROGRAM AT TWO YEARS

Introduction to Compass FSS Program and this Assessment

The Compass Financial Stability and Savings Program (Compass FSS) is an innovative variation on
the U.S. Department of Housing and Urban Development (HUD) Family Self-Sufficiency (FSS)
program. Created in 1990, the HUD FSS program is an employment and savings program for
families who receive federal housing assistance With the intent of helping families progress toward
self-sufficiency by reducing disincentives to working and assisting low-income families to build
valuable savings. Through successful partnerships with two housing authorities in Massachusetts—
first with Lynn Housing Authority and Neighborhood Development (LHAND) and more recently
with Cambridge Housing Authority (CHA)—Compass has designed a potentially higher impact
model for the FSS program for families receiving Housing Choice Vouchers (HCV, formerly known
as Section 8) and living in public housing units.

The Compass FSS program is distinguished by the provision of financial education, financial
coaching, and asset building strategies to deliver better long-term financial outcomes and help
families in subsidized housing achieve economic security. The success of this innovative model,
with its incentives to increase work in order to increase savings and build assets, may have
implications for FSS programs across the country.

The Compass F'SS program was launched in September 2010 with the first program participants
enrolled in October 2010. From the beginning, the program has been part of a process and
outcome evaluation conducted by the Institute on Assets and Social Policy at Brandeis University.
The process evaluation assesses the effectiveness of the program design and participants’
perceptions of and satisfaction with key program components. The outcome evaluations of the first
two years of the program in Lynn and the first year of the program in Cambridge report individual
level outcomes. These analyses examine economic outcomes related to income, employment, credit
and debt, and asset accumulation, as well as early program effects on financial practices and
perceptions of financial well-being. The reports are available at

www.iasp.brandeis.edu/ capacity/evaluation.html.

This report focuses on documenting a preliminary Return on Investment (ROI) in the Compass FSS
program. The intent of the study is to begin to answer the research question, What is the return
on investment of the Compass FSS model and given its impact, is it cost-effective? The goal
of this analysis is to compare the program’s cost to changes in the amount of public funds received
by families in the program in the form of housing subsidies and other public assistance benefits and
tax credits. By using the comprehensive approach of including both public assistance benefits and
tax credits, the study takes into account the major means by which the state and federal government
supplement low earnings from employment to assist low-income households meet their basics
needs. Program practices that encourage and support greater earned income can cause a decrease in
these government supplements that may more than offset the per participant costs of the program.
It is the intent of this ROI to determine to what degree the Compass FSS program has
accomplished this to-date.
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Although individuals can participate in the FSS program for up to five years with possible
extensions, this report documents the changes experienced by families after their first 24 months in
the program. The report uses data that has been verified or is based on calculations from state
program data. It includes 43 families in Lynn, MA that entered the program after October 1, 2010
and reached the 24 month point prior to November 1, 2013 for whom there is complete income and
public benefit data. The attached table provides the details for each data element at baseline and 24
months.' This report of the ROI focuses on societal financial gains realized after two years in the
Compass FSS program, while other reports in this research study evaluated individual outcomes and
financial benefits for program participants.

Change in Earned Income

A key objective of the HUD FSS program is to create incentives for greater work effort and to
increase earned family income. This is also a primary goal of the Compass FSS program. The
participants themselves report a strong desire to have fuller and more consistent employment.” The
average annual earned income for the 43 families when they entered the program was $22,777 with
39 households reporting income from employment. While participants’ first two years in the
program transpired in relatively challenging economic times, the average earned income increased to
$25,383 at the 24-month point with 37 households reporting earnings. Total annual earned income
reported for the 43 households increased by 11.4% over this period.

Change in Public Subsidies

Housing Subsidies

The HUD FESS program is only available to those who hold a HCV or who are residents of public
housing, thus all 43 participants in the Compass FSS program in this study are recipients of housing
subsidies. Rent for low-income families receiving housing subsidies is capped at approximately 30%
of their income. If they hold a housing voucher, they can seek housing from participating landlords
and the difference between what they are obligated to pay and the fair market rent for the apartment
is covered by the voucher. If they live in public housing, the housing authority assumes the costs
not covered through rent paid by residents.

When the 43 Compass FSS program participants enrolled in the program, their average monthly
housing subsidy was $784 for a total subsidy of $33,696 per month. At the 24 month point in the
program, the average monthly subsidy was $730 for a total subsidy of $31,409 per month. The
decrease in individual housing subsidies could possibly be the result of changes in rental units, but
also likely reflects the increase in average earned income. The change in average total subsidy
represents a 6.8% decrease.

' While the majority of data designated as being at follow-up is from the 24 month point in the Compass FSS
program, in a few cases the data was actually gathered some months prior or after this point.

* See results of participant interviews in other reports from this study available at
http://iasp.brandeis.edu/capacity/evaluation.html.
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TAFDC and Other Cash Assistance Subsidies

There are several government programs that provide cash assistance to supplement earned income.
TAFDC is the TANF program in Massachusetts providing basic assistance for families with
dependent children. Adults who experience some type of disability that hinders full employment
may be eligible to receive Supplemental Security Income or SSI. Those who are temporally
unemployed may be eligible for Unemployment Insurance (UI).

Few Compass FSS participants receive any of these benefits. At baseline only three households
received cash assistance from any of these programs for a monthly total of $2,142 or an average of
$714 per recipient. At the 24-month point, six households were receiving at least one of these
benefits (3 TANF, 2 SS1, 3 UI) for a monthly total of $6,164 or an average of $1,027 per household.
Few conclusions can be drawn about this significant increase of 287.8% in average monthly public
expenditure due to the very small number of program recipients.

Health Care Subsidies

The most common health care coverage for Compass FSS families is MassHealth (Medicaid).
Under Massachusetts health care reform’, MassHealth covers parents with incomes up to 138% of
the federal poverty level (FPL) who do not have health insurance through employment or other
means, and it covers children in households up to 300% of FPL who have no other health
insurance. In some families, the wage earner may be covered by employer subsidized insurance but
the children are covered under MassHealth. Adults who are not eligible for MassHealth and do not
have insurance through employment can enroll in Commonwealth Care which is a subsidized policy
for adults with income up to 300% of FPL. Commonwealth Care has three plan types based on
income levels with about half of enrollees required to pay a premium.

Families who receive either of these forms of health care coverage have no means of knowing the
cost of their medical care beyond any payment obligation they may have. By accessing state records
for expenditures for MassHealth and Commonwealth Care, it is possible to calculate average
monthly per person cost.* Based on what Compass FSS participants reported as family members
receiving coverage under either of these programs at the time of enrollment, the average monthly
cost for the 32 families with coverage was $865. At the 24 month point, 33 families reported
receiving healthcare coverage with an average of $826 per recipient family. At entry into Compass
ESS, the estimated total monthly state/federal cost for coverage by either MassHealth or
Commonwealth Care was $27,680 and at the 24 month point it was $27,256. This represents a 1.5%
decreased in average monthly public expenditures.

Food Subsidy

At program entry, 20 of the Compass FSS program participants in this study provided
documentation of benefits from the Supplemental Nutrition Assistance Program (SNAP, formerly
known as food stamps) with total monthly benefits of $7,505 or $375 per household receiving
benefits. At the 24 month point, 19 households reported receiving this benefit for a total of $6,716
per month or $353 per recipient household and $156 for all households. This represents a 10.5%
decrease in average monthly public expenditures. As the level of SNAP benefits decreases

? The period covered in this Return on Investment analysis is prior to the start date for applicable provisions of the
federal Affordable Care Act, but is during the time when all the provisions of Massachusetts’s own major health
reform were in place.

* For details regarding this calculation, contact Sandra Venner at venner@brandeis.edu
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proportionately to increases in income, the reduction in average monthly benefits was likely
impacted by the increase in average earned income.

Child Care Subsidies

The state assists low-income families access child care while working or in educational programs
through contracts with child care providers or individual vouchers to be used with participating
providers. A formula based on income, number of children in care, and type and hours of care
determines the portion of costs paid by the parent. Although families know their own out-of-pocket
payments for child care, they do not have documentation of the amount of state subsidy paid to the
provider. Itis also not possible to calculate the state’s contribution for each individual placement
due to the complexity of payment based not only on parents’ ability to pay, but also age of child,
type of care, hours per week, etc. Based on reports from the state citing maximum daily provider
reimbursement rates for each type of care and factoring in very conservative assumptions about
parents ability to pay and hours of care, $430 is used to represent the typical monthly child care
subsidy for children in families in the Compass FSS program.’

At baseline, program participants reported receiving child care vouchers for 10 children. Using the
above formula, the average monthly public expenditure was $4,300. At the 24 month point, only six
children were reported as having subsidized child care for an average monthly public expenditure of
$2,580. This results in a 40% decrease in government expenditures based on the above formula. An
examination of the employment status of those parents who had vouchers at baseline may explain
the decline in numbers. Some individuals who were employed at baseline were no longer working at
the 24 month point negating the need for child care. On the other hand, other individuals employed
at baseline reported substantial increases in earned income at 24 months which may have made them
ineligible for subsidized child care. Itis also possible that a child aged out of care or other care
arrangements were made.

Total Annual Public Benefits

Total public benefits include those discussed above and other benefits documented for Compass
FSS participants such as the WIC program that provides food supplements for pregnant women,
infants and children, SSI for children, and the fuel assistance program. At program entry the total
annual public benefits reported and calculated for the 43 Compass FSS enrollees included in this
study was $884,949 or an average of $20,580 per family. Housing subsidies and health care
insurance coverage represent the greatest cost in government expenditures. At the 24 month point,
the total amount of reported and calculated annual public benefits was $881,702 or an average of
$20,505 per family. This is a .4% reduction in the cost of total annual public benefits received. As
discussed above, a decrease in public benefits can be attributed to many factors, but the greatest
contributor is an increase in earned income that makes the recipient eligible for reduced levels of
assistance or loss of eligibility all together.

Income Tax Credits

For several decades both the federal and state governments have initiated tax credits to lessen the
tax burden for lower income families and for all families with minor children and to incentivize
greater work effort. While these tax credits are minuscule in comparison to the tax relief of
mortgage and retirement savings deductions that principally benefit the middle and upper classes,

> For details regarding this calculation, contact Sandra Venner at venner@brandeis.edu.
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they do impact the amount of income taxes paid by families of modest means. As earned income
increases, these tax credits decrease resulting in greater payment of income taxes that help support
government services.

With the low earned income typical of participants in the Compass FSS program, their net tax
obligation is very small. Until such time as their income warrants substantial tax obligation, what is
more significant in calculating the ROI is the amount of tax credits that reduce the amount of their
tax obligation and may provide them with a refund intended to help offset what has been paid in
payroll taxes (e.g. Social Security). Income tax data are available for 16 Compass FSS participants
both at baseline and the 24-month point.

Earned Income Tax Credit

The most significant tax credit is the federal Earned Income Tax Credit (EITC). In the tax year at
program entry, 16 Compass FSS participants reported an average federal EITC tax credit of $3,238
and total tax credit of $51,804. In the tax year at the 24 month point 14 of these households
received EITC for an average tax credit was $2,877 and a total of $40,284. This represents a 22.2%
reduction of tax credits granted to F'SS tax filers. For the state EITC, the average credit at baseline
was $520 for a total of $7,794. At the 24 month point it was $423 for a total of $5,921 or 24% less.
Several factors could cause this reduction—change of family composition or marital status, or loss
of taxable income, or increased earned income that triggered a decline in the amount of the EITC
received.

Other Tax Credits

The reported tax information also shows a large reduction in the Child Tax Credit. The average
credit reported for the tax year at baseline was $1,844 with a total credit of $23,968. At the 24
month point the average credit was $997 and the total was $14,950 resulting in a 37.6% reduction in
the amount of tax credit allowed. As income has to become substantially higher (beyond the
eligibility cut-off for subsidized housing) for this tax credit to begin to decline, it is more likely the
cause for this change is related to the family composition of those who reported data for this
variable at the 24 month point.

Data was also collected for other tax credits such as Making-Work-Pay that was available during this
time period. The total amount of other tax credits claimed at baseline was $6,400 by 16 households
and at 24-month the total had decreased to $5,239 although only five households reported getting
such tax credits, thus greatly increasing the average. The reasons for the significant amount of tax
credits claimed by these five households are unknown.

Total Tax Credits

The average total tax credits for the tax year at program entry were $5,623 for the 16 reporting
household units for a total of $89,966. This decreased to an average of $4,150 per household unit
for a total of $66,394 at the 24 month point. This represents a 26.2% reduction in tax credits that
decrease tax payers’ obligations. It is unknown if there has been a corresponding increase in the
actual amount of federal and state income taxes paid by these families.
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Program Costs

In September 2010, Compass Working Capital began enrolling participants in their innovative model
of the HUD FSS program in Lynn, MA through a contractual arrangement with the local housing
authority (LHAND). When program costs are calculated based on participant months that factor in
the fact that participants began to enter the program throughout the year and therefore partial year
enrollments need to be converted to full-year equivalents, the annual cost per participant was $6,755
in the first year of the program. Absorbed in this figure are the typical start-up costs and the
disbursement of program costs over only a few participants in the first months of the program. By
August 31, 2011 (the end of the first program year), there were 76 participants enrolled in the
Compass FSS program making the cost $239 per participant for that final month of the first
program year.

In the second year of the program (9/1/11-8/31/12), participants both entered and exited during
the year although the large majority were in the program for the full twelve months. Factoring in
the partial year enrollment of some participants, the annual cost per participant per full-year
equivalent was $2,429. By the last month of the year (August 2012) program enrollment reached
110 and per participant cost for that month dropped to $177.

At the start of the third program year (9/1/12), Compass launched the FSS+ program in
Cambridge, MA through an arrangement with the Cambridge Housing Authority and with the
support of additional funding from several sources. With the start up in a new area and additional
previously enrolled participants exiting the program, the majority of participants were in the
program only part of the year. This raised the annual cost per full-year participant equivalent to
$2,567. By the end of the last month of the year (August 2013) program enrollment reached 204
which brought per participant cost down to $147 for that month.

The significant reduction of per participant full year equivalent annual cost in the third year of the
g perp p year eq y

program to 38.0% of original annual cost is both a factor of spreading costs over greater numbers

and increased program efficiency.

Conclusion

Although there is a need to be very cautious about any conclusions drawn from this data, it appears
that for a modest investment, the Compass FSS program has begun to generate returns for society
as well as for program participants. The key limitations on the data stem from the fact that it was
necessary to calculate some variables based on state average expenditures with several built-in
assumptions and that, with the exception of the housing subsidy, the program is reliant on
patticipants reporting benefit receipt and/or bringing in documentation at the time of their annual
financial coaching session. Therefore, it is not possible, nor realistic, to claim direct program causal
effect excluding all other factors.

Bearing in mind the data limitations, the study shows that the average increase in annual earned
income after two years of participating in the Compass FSS program was $2,600, realizing a benefit
for individual families and an economic benefits for society as a whole. Over this time period, the
average annual decrease in receipt of public assistance benefits was $§75 or $150 over two years,
starting a trend toward savings for both state and federal tax payers. The average reduction in tax
credits was $1,473 which may translates into a greater sharing of the tax burden by participants.
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These numbers compare to a two-year per participant full-year equivalent Compass FSS program
cost of $7,834.°7

Impact of FSS Program Escrow Account

Typically, an increase in income results in those receiving housing subsidies being responsible for a
greater portion of the rent. For participants in the FSS program, the housing authority sets aside
this increased rent payment in an escrow account to be maintained and used under the parameters
of the program. HUD assumes the cost of this lost rent should participants become eligible to
withdraw funds from the escrow account at a future date.”

If participants successfully graduate from the FSS program, they receive the savings that has
accumulated in the escrow account. This results in a public expenditure at that point, however,
without the incentive of the FSS program the increased earned income that seeded this account may
never have been realized. Thus some program proponents argue that the escrow payment is cost
neutral.

Receipt of the escrow funds can also represent a significant contribution to the local economy.
Nationally, the average amount saved in escrow is $5,300 with some FSS participants receiving much
more. For many participants, this presents an opportunity to move out of subsidized housing into
homeownership using their escrow savings to put a down payment on a home. Other uses for the
escrow include establishment of a small business, furthering education, or purchase of a vehicle.

Future Promise Based on Early Program Results

It should be noted that this is only a preliminary report on the return on investment. FSS is
designed for participants to remain in the program for up to five years with an option for an
extension. There will likely be additional increases in earned income and reductions in receipt of
public assistance benefits and tax credits over the remainder of participants’ time in the program.

Evidence from the participants who graduated early from the Compass FSS program indicates a
very positive net return on investment for these families. As of November 1, 2013, two participants
have graduated from the Compass FSS program and purchased homes. They not only realized a
substantial increase in earned income over their brief period in the program, but now as
homeowners are paying property tax and in other ways contributing to their community. It can be
anticipated that future program graduates will also make substantial contributions to the local
economy

% Calculated by the average full-year equivalent annual cost over the three year period the 60 participants in this
study were enrolled in the Compass FSS program for their first 24 months and multiplying the result by two.

7 Not included in this calculation is administrative costs of the housing authority for the operation of a FSS program
covered by HUD.

¥ See other reports on the Compass FSS program for a more detailed explanation of savings in escrow
http://iasp.brandeis.edu/capacity/evaluation.html.
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Appendix

Income, Public Benefits (including Housing Subsidy), Tax Credits, Program Costs (typical

month, unless otherwise stated)

N=43 Baseline ‘ 24 months
Income and Frequency Total Recipient Total Frequency Total Recipient Total
Cash Benefits (non-zero Average Mean (non-zero Average Mean

entries) (excluding | (including | entries) (excl. (incl.

zeros) zeros) zeros) zeros)
Total annual 39 $979,427 $22,777 37 $1,091,47 $25,383
earned income 9
Cash assistance 3 $2,142 S714 S50 6 $6,164 $1,027 $143
supplements
(TAFDC, SSI, Ul)
Other Public
Assistance
Housing Subsidy 43 $33,696 $784 $784 43 $31,409 $730 $730
Health Care 32 $27,680 S865 S644 33 $27,256 $826 $634
Subsidy
Food Stamps 20 $7,505 $375 $175 19 $6,716 $353 $156
(SNAP)
Child Care 10 $4,300 $430 $100 6 $2,580 $430 S60
Vouchers (5 HHs) (3 HHs)
Total annual 43 $884,949 $20,580 $20,580 43 $881,702 $20,505 $20,505
public benefits
Tax Credits
(annual)
Federal EITC 16 $51,804 $3,238 14 $40,284 $2,877
State EITC 15 $7,794 $520 14 $5,921 $423
Child Tax Credit 13 $23,968 $1,844 15 $14,950 $997
Other Tax 16 $6,400 $S400 5 $5,239 $1048
Credit
Total Tax 16 $89,966 | $5,623 16 $66,394 $4,150
Credits
1% year (LHAND only) ‘ 3" year (LHAND & CHA)

Full year equivalent Per participant Full year equivalent Per participant

Annual cost N=32.3 $6,755 N=139.7 $2,567
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COMPASS FSS PARTICIPANTS AND OTHER LHAND HCV RECIPIENTS

Objectives of the Study

The first program participants enrolled in the Compass FSS (Financial Stability and Savings)
program in September 2010 in Lynn, MA. Extensive data collection and tracking has made it
possible to conduct a more comprehensive multi-year assessment of participant’s progress than
standard FSS (Family Self-Sufficiency) program reporting. Financial indicators tracked at baseline
since 2010 provide a comprehensive portrayal of key demographic and economic outcomes. Annual
reporting has measured progress toward core Compass FSS program objectives related to income,
employment, credit, debt, and asset accumulation, as well as early program effects on financial
practices and perceptions of financial security and well-being.

The goal of this analysis is to compare Compass FSS participants who have been enrolled in the
program at least two years to families with similar characteristics (non-elderly, non-disabled) not
enrolled in the FSS program who are also receiving Housing Choice Vouchers (HCV, formerly
known as Section 8) from LHAND for the past two years or longer.

Data Sources and Analysis Approach

To provide information about the characteristics of its FSS participants, Compass collects baseline
economic and demographic data at program enrollment. Compass tracks credit, debt, income, and
public benefits data for participants on a semi-annual basis for the duration of the program. As of
November 2013, 104 participants were enrolled in the Compass FSS program in Lynn. Sixty
participants had reached their 24-month point in the program by that date. This analysis uses data
documented for the 43 Compass FSS families who entered the program on or after October 1, 2010,
reached the 24-month point prior to November 2013, and for whom there is complete income data.

For the study of non-FSS participants enrolled in the LHAND HCV program for at least two years
as of FY 2013, this analysis uses the most recent data from the Multifamily Tenant Characteristics
System (MTCS). Data are derived from the Form 50058 submitted by LHAND to HUD that
contains information on each family in the HCV and public housing programs, including
demographics for family members and amounts of individual income. The sub-group (N=288)
included in the study are non-elderly, non-disabled LHAND HCV families who are the prime target
population for participation in the FSS program, but who have chosen not to enroll.

Research, Data and Methodological Limitations

An ideal evaluation of the FSS program would include experimental and random assignment studies
conducted with matched non-FSS participants and participants in an FSS program to measure the
impact of the added value of the FSS program on important economic indicators. The initial goal of
the Compass F'SS research project was to construct a quasi-comparative group analysis to measure
the impact of the enhanced asset-building model of the Compass FSS program. The analysis
originally called for a longitudinal tracking index between Compass FSS participants and the
LHAND HCV (nonelderly & nondisabled) cohort to measure economic outcomes over a similar
period of time. However, the comparative analysis in this study is much more limited than would be
desired due to incomplete housing program data that has made such comparisons challenging. A
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significant concern is the inability to compare and methodically match the same data indicators and
economic measures using housing program data. Several crucial comparative data points related to
income, employment and education as well as receipt of certain public and housing assistance,
cannot be made because of the lack of access to these important outcome measures.

Furthermore, the inability to track and/or retrieve information related to these critical measutes over
consistent points throughout a specified period of time also contribute to the methodological
limitations in this analysis. Program self-selection, sample size and disproportionality between the
two study groups also create additional challenges related to generalizability. As a result, the
approach taken in this brief is to construct a basic descriptive profile and highlight any observable
commonalities and differences between Compass FSS program participants and other HCV voucher
recipients in LHAND on the indicators available for this research.

Compass FSS Participant Demographic and Economic Status
Key characteristics of the 43 Compass F'SS participants at their 24 month point are as follows:

e DParticipants are predominantly female (97.7%). They range in age from 28-64 years, with an
average age of 43.

e The majority of participants consist of single-headed households, and 79% of all households
have children.

® 70% identify as Hispanic. The remaining 30% identify as non-Hispanic with the breakdown
as follows: 61.5% Caucasian/White, 30.7% African American/Black, and-<1% Asian.

®  One-hird of all participants have a high school diploma or GED while 20.9% of Compass
FSS participants entered the program with less than a high school diploma or GED.

e 37.2% of participants received vocational training or attended some college, 9.3% have an
Associate’s degree or higher.

e The average length of time Compass FSS participants have spent in the HCV program by
the end of June 2013 is 8.8 years.

*  91% were working at the time they entered the FSS program, with 51% of all working
participants working full-time and the rest part-time.

Status of Non-FSS Program Participant LHAND HCYV Recipients

Key characteristics of the 288 LHAND HCV participants enrolled in the voucher program prior to
November 1, 2011 and still in the program as of June 2013:

e Participants range in age from 21-63 years, with an average age of 43.
* More than half (54.5%) identify as Hispanic.

e 131 participants (45.5%) indicated that they were not Hispanic. Among these participants,
two-thirds identify as White/Caucasian, 26% identify as of non-Hispanic Black/African
American, and 7% identify as Asian.
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e The average length of time LHAND HCV participants have spent in the Housing Choice
Voucher (HCV) program by the end of June 2013 is 8.9 years.

Figure 1: Demographic Comparisons for Compass FSS & LHAND HCYV Participants

Compass FSS (N=43) LHAND HCV (N=288)
Age 43 years old 43 years old
Years in HCV (Section 8) 8.8 years 8.9 years

‘ Ethnicity (Hispanic)

‘ Race (Not Hispanic Only) 13 (30.2%) 131 (45.5%)
a. White 8 (61.5%) 87/131(66.4%)
b. Black 4 (30.7%) 34/131 (26%)
c. Asian <1% 9/131 (6.87%)
d. Other Race <1%

Observations in Annual Income

A major goal of the F'SS program is to encourage income growth among housing recipients
participating in the FSS program. Figure 2, located on the next page, shows that Compass FSS
program participants had an average annual household income of nearly $30,000 ($29,967) after two
years of being enrolled in FSS. This is an increase from $25,878 at the time of program entry. For
Compass FSS participants, eighty-seven percent of annual income came from earned income. The
remainder of annual household income consists of various government cash assistance benefits,
such as TANF, unemployment, Social Security, and SSI, plus pensions or other sources of income.
As mentioned earlier, it is important to learn how annual income trends of Compass FSS
participants compare to the wider HCV population at LHAND. Figure 3 shows that the average
annual income for the LHAND HCV recipients was $17,765. For Compass participants, their
annual income exceeds the annual income of the sample of LHAND HCV recipients by $12,201.66.
Similar to Compass participants, the annual income of LHAND HCV participants also consist of
wages from employment, TANF, unemployment, Social Security, SSI, pension or retirement income
and income from other sources such as friends and family.

Due to data limitations it is not possible to know the extent that each source of income contribute
to the total annual income amount. Because of this limitation it is difficult to understand the factors
contributing to the large difference in annual income between the sample of LHAND HCV and
Compass FSS participants. For instance, we do not know what percentage of LHAND HCV
participants have earned income. This is unfortunate, because earned income is usually the largest
contributing source to annual income. It could very well be that Compass participants have a
greater percentage of participants working and receiving earned income than LHAND HCV
participants. It is also possible that HCV holders who are more motivated and already making
economic progress are more inclined to enroll in FSS. More complete data is necessary to make
better informed statements about the meaning of these findings.
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Figure 2: Annual Income of Compass FSS Participants at Baseline and after 24-Months
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Figure 3: 2013 Annual Income for Compass FSS and LHAND HCYV Participants
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Annual Income Observations and Racial Characteristics

While data limitations make it difficult to understand the contributing factors to annual income
differences, an examination of annual income by race can provide some insight into how trends in
income vary among different racial groups.

A more in-depth analysis of annual income among Compass FSS participants illustrates that non-
Hispanic, White participants had higher household income at baseline and at 24-months compared
to non-Hispanic Black and Hispanic participants (any race). However, the annual income for
Whites increased only about $1500. Annual income for Hispanics increased $4,890 and $4,335 for
African American/Blacks. Figure 4 illustrates annual income and changes in household income for
each racial/ethnicity group over the 24 months.
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Figure 4: Annual Income by Race for Compass FSS at Baseline and 24-Months
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Annual Income Observations and Racial Characteristics for LHAND HCYV Participants

An examination of annual income among different racial groups for the cohort of LHAND HCV
participants reveals a slightly different pattern. While the average annual income for the entire
sample (N=288) was $17,765 an in-depth analysis illustrate that Non-Hispanic Black participants
had household income at $18,829 and the annual income for Hispanic participants was $18,532,
both above the average. Notably, the annual income for Non-Hispanic White participants was
much less at $15,349. It is important to note that these trends differ a great deal from the observed
racial patterns seen among Compass F'SS participants. There is insufficient information available to
examine the reasons and factors behind these differences.

Figure 5: Annual Income by Race for LHAND HCYV Participants as of June 30, 2013
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Trends in Earned Income for Compass FSS Participants

For the most part, earned income is usually a significant contributing source to a family’s total
annual income. As mentioned previously, for Compass FSS participants, 87% of annual income
came from earned income. While earned income is unknown for the comparison LHAND HCV
recipients, an examination of earned income in relation to annual income for Compass FSS
participants can be further explored. Figure 6 below illustrates the growth and trajectory of earned
income in relation to annual income. As observed, the earned income amount for Compass FSS
participants after 24-months of program participation was $26,116 this represents more than an
$3700 increase after two years.

Figure 6: Changes in Annual Household and Earned Income for Compass FSS Participants
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Earned Income Variations and Racial Characteristics for Compass FSS Participants

Changes in earned income can help to explain part of the variation observed in annual income for
Compass FSS participants. For instance, just as annual income was greater for whites compared to
the other two groups, earned income for whites was greater both at baseline and at the 24 month
point with an increase of $3,608 over that period. However, Hispanics had the greatest increase in
earned income over that period at $3,863. Earned income for African/Americans was less than
both groups at both baseline and 24-months and increased only $2,666. Figure 7 illustrates changes
in earned income for each racial/ethnicity group over the 24- month petiod.
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Figure 7: Changes in Earned Income by Race/Ethnicity for Compass FSS Participants
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Conclusion

The basic demographic profile observed between Compass FSS and the cohort of non-elderly, non-
disabled of LHAND HCYV recipients illustrates that the two sample groups share similar
demographic characteristics. Each group-shares a similar range in age, with the average age of
individuals being 43 years for both. Both groups also have spent a similar amount of time in the
HCV (Section 8) program at 8.8 and 8.9 years respectively. The two groups appear to have similar
racial makeup, although the Compass FSS program has a higher percent of Hispanic participants
than the wider LHAND HCV sample. However, the small number in the Compass FSS group
suggests caution in making conclusions related to generalizability between the two groups.

The greatest differences between the two groups are seen in annual income amounts. As illustrated
within this section, the Compass FSS participants have annual income that exceeds the LHAND
HCYV cohort by nearly $12,200. Without knowing the contributing sources of annual income for the
LHAND HCV cohort, it is not possible to explain the disparity in income between the two groups.
Another notable difference, trends in annual income by race are not parallel between the two
groups.

Implications for further research suggest an urgent need for improved data collection and quality by
housing authorities for HCV recipients and public housing residents. Due to severe data and
methodological limitations, conducting a thorough comparison and an advanced research modeling
analysis was not possible. Improved data could strengthen the research studies for the FSS field,
which could ultimately improve our understanding of the impact of the added value of FSS in
general and the impact of an enhanced asset-building model of the FSS program on important
participant level outcomes.
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Appendix

Tablel: Breakdown of Annual Household Income for LHAND HCV Participants

Mean = $17,765 Frequency Percent
Annual HH Income 288 100%
$S0-$20,000 182 63
$20,001-$30,000 62 22
Above $30,000 44 15

Table 2: Breakdown of Annual Household Income for Compass FSS Participants

‘ Mean = $29,967 Frequency Percent
Annual HH Income 43 100%
$S0-$20,000 9 21
$20,001-$30,000 13 30
Above $30,000 21 49

Table 3: Breakdown of Earned Income for Compass FSS Participants

Mean = $26,116 Frequency Percent
Annual Employment Income 43 100%
SO 5 12
$1-$20,000 6 14
$20,001-$30,000 13 30
Above $30,000 17 40
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