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EXECUTIVE SUMMARY

Executive Summary

Overview

This report documents the results of our evaluation of the quantitative outcomes of Family Self-
Sufficiency (FSS) programs administered by Compass Working Capital (Compass) in Lynn and
Cambridge, Massachusetts in partnership with public housing agencies in those cities. Using
administrative data provided by HUD, we compared the change over time in earnings and welfare and
Social Security income for Compass FSS participants to those of a matched comparison group. We
also compared changes over time in FICO® Scores and debt levels for Compass FSS participants to
changes in similar metrics for a comparison group provided by the Experian credit bureau.

In brief, we found that Compass FSS participants performed substantially better than the applicable
comparison groups in terms of: (a) growth in earnings, (b) reductions in welfare income, (c) growth in
FICO® Scores; and (d) reductions in credit card and derogatory debt. The box below summarizes key
findings.

To the best of our knowledge, this is only the third evaluation of a local FSS program to compare
earnings outcomes for FSS participants to those of a matched comparison group, and the first to study
credit and debt outcomes in this manner. It is also the first evaluation of a full FSS program to find
statistically significant differences between the performance of FSS participants and an applicable
comparison group.

Key Findings:

e Earnings. Participation in Compass FSS was associated with an average gain in
annual household earnings of $6,305 between the 4" quarter of 2010 and the 1%
quarter of 2016.

e \Welfare Income. Participation in Compass FSS was associated with a decline of
$496 in annual household welfare payments over this time period, but this finding
is difficult to interpret given state time limits.

e Credit Scores and Debt. On each of the following measures, Compass FSS
participants performed significantly better than a comparison group of low-income
households in the same census tracts, used to provide benchmarks:

o Among Compass FSS participants who entered the program with a FICO®
Score, the average score rose from 616.9 to 639.9, an increase of 23.0
points (3.7 percent).

o The share of Compass FSS participants who had a FICO® Score increased
by 7 percentage points, rising from 91 to 98 percent.

o The share of Compass FSS patrticipants with a prime FICO® Score (above
660) rose by 14 percentage points, from 23 to 37 percent.

o Compass FSS participants experienced an average decrease in total
derogatory debt of $764 and an average decrease in credit card debt of
$655.
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EXECUTIVE SUMMARY

What did we study?

With funding from the Oak Foundation and HUD’s Office of Policy Development and Research
(PDR), Abt Associates conducted an evaluation of selected quantitative outcomes of Compass’s FSS
programs in Lynn and Cambridge, Massachusetts. Compass is an asset-building nonprofit
organization based in Boston, Massachusetts, that works with public housing agencies and private
owners in southern New England to administer FSS programs for households participating in U.S.
Department of Housing and Urban Development (HUD) rental assistance programs.

FSS is a HUD program established by Congress in 1990 that seeks to help participants in three HUD
rental assistance programs (the Housing Choice Voucher, Public Housing and Project-based Section 8
programs) make progress toward economic security. FSS works to achieve these goals by combining
stable affordable rental housing with: (a) case management or coaching to help participants identify
and achieve their goals and (b) an escrow savings account that increases in value as participants’
earnings and rent contributions rise.

Compass began administering the FSS program in Lynn in October 2010 and began administering the
FSS program in Cambridge in November 2012. Our study of earnings and public benefits receipt
focuses on the experience of 269 households with Housing Choice Vouchers who enrolled in either
the Lynn or Cambridge FSS program between October 2010 and March 2015.* Our study of credit
and debt includes additional FSS participants served by Compass in Lynn (for a total of 280
individuals) who live in public housing or have a voucher from another housing agency.

In addition to the traditional FSS program requirements and components, Compass’s implementation
of FSS includes several innovative features:

e A strong focus on helping clients build financial capability, pay down high-interest debt,
build savings, and improve their budgeting and FICO® Scores, complementing the asset-
building that occurs through the FSS escrow accounts;

e A coaching model for case management that emphasizes participant-driven interaction and
goal-setting;

o A program-wide goal of growing the FSS program enrollment rate to 20 percent.> Compass
seeks to achieve this outcome through marketing and outreach strategies, including a postcard
marketing campaign that taps into and builds upon families’ aspirations for themselves and
their children;

This is the sample we used for our descriptive analysis of earnings and cash benefit amounts of Compass
FSS participants. For the impact analysis on earnings and cash benefits amounts, we used a somewhat
smaller sample (173 households) to ensure comparability with the comparison group members’ data
availability and patterns of participation in the Housing Choice VVoucher programs.

Compass calculates this performance target based on an estimate of the number of non-elderly non-disabled
households in each PHA. This calculation is used solely to set Compass’s performance targets for
enrollment. Like all FSS programs, the Compass FSS program is open to all households, including
households with heads that are elderly or persons with disabilities.
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EXECUTIVE SUMMARY

A public-private partnership model, supported by philanthropy. While most FSS programs
are run entirely by PHAs, the Compass FSS programs are run by Compass (i.e., a nonprofit
that specializes in financial coaching and asset-building programs) in partnership with the
public housing agencies; and,

At the Cambridge Housing Authority, an escrow account that is less generous than in a
typical FSS program, providing an escrow equal to half of the traditional amount. The
Cambridge escrow model also eliminates the normal cap on escrow accumulation for
households with incomes between 50 and 80 percent of the area median income (AMI). The
agency has been able to make these changes because it participates in the Moving to Work
demonstration program.

We did not examine the amount of savings accumulated by FSS participants in their escrow accounts,
but plan to report on that in a subsequent report as part of an analysis of costs and benefits.

What methodology did we use?

Our report is based entirely on an analysis of administrative data provided by HUD, Compass, and the
Experian credit bureau. We conducted two main analyses:

Using HUD administrative data, we conducted a quasi-experimental analysis of the impact of
Compass FSS on the earnings and benefits use of Housing Choice VVoucher holder
households by comparing the experiences of households enrolled in the Compass FSS
program to those of a comparison group of voucher-holders in other Massachusetts,
Connecticut, and Rhode Island PHAs during the same period. We matched this comparison
group to Compass FSS participants using propensity scores designed to match for likelihood
of choosing to enroll in the Compass FSS program.

Using data provided by Compass and the Experian credit bureau, we analyzed changes in the
FICO® Scores and debt of Compass FSS participants, comparing the changes experienced by
Compass FSS participants to those of a comparison group of individuals with similar
demographic, credit, debt, and income characteristics in the same census tracts during the
same period provided by Experian.

We also include descriptive statistics of changes over time for Compass FSS participants on these
measures.

What did we find?

The following is a summary of our principal findings. All findings described in this section are
statistically significant (p<.05):*

To facilitate presentation of our findings on earnings and public benefits receipt in this executive summary,

we have combined the results of our descriptive and comparative analyses. These analyses cover somewhat
different samples of Compass participants over somewhat different time periods for technical reasons
described in the report. Please see the full report for details on the separate findings of each analysis.
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EXECUTIVE SUMMARY

Earnings:

On average, the annual household earnings of Compass FSS participants rose from
$21,320 at enrollment to $27,923 at the time of the most recent income certification
available in our dataset. This reflects an average of 38 months between enrollment in FSS and
the end of the data period.

More than 40 percent of Compass FSS participants experienced gains in household
earnings equal to or greater than the average gain of $6,603, but 37.5 percent of
participating households had either no earnings growth or a decline in earnings.

Average increases in annual household earnings were highest for Compass FSS participants
that started out in the bottom two quintiles of earnings as of the time of enroliment into
FSS.

Based on our comparison of earnings growth for Compass FSS participants and that of a
matched comparison group, we estimate that participation in Compass FSS led to an
average gain of $6,305 in annual household earnings.

Roughly half of the estimated impact of Compass FSS on household earnings is attributable
to changes in earnings of heads of household with the remaining impact attributable to other
earners in the household. We estimate that participation in Compass FSS led to an average
gain of $3,084 in annual earnings of the head of household, which is the individual with
whom Compass works in the FSS program. Participation in Compass FSS is also associated
with an increase during the analysis period in the proportion of households with one or more
earners who are not head of household. Many of these additional earners appear to be
students or other adult children.

Welfare, SSI, Pension and Social Security Income:

On average, annual household income from welfare declined by 27 percent among
Compass FSS participants, falling from $789 to $575. The welfare measure used for this
report includes benefits from the Temporary Assistance for Needy Families (TANF) program
and payments from state, local, or tribal programs for financial or medical assistance.

Based on our comparison of welfare income changes for Compass FSS participants and that
of a matched comparison group, we estimate that participation in Compass FSS was
associated with a decline of $496 in annual household welfare payments.

Because only a small share of Compass FSS participants had welfare income at baseline (12
percent in the sample used for the comparative analysis) and because Massachusetts limits
receipt of TANF funds to a two-year period every five years (though with certain exceptions),
we recommend interpreting the welfare findings with caution.
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e On average, annual household income from SSI, pension, and Social Security rose by 17
percent among Compass FSS participants, increasing from $1,500 to $1,761. In our
comparative analysis, however, we did not find a statistically significant impact on this
outcome associated with participation in Compass FSS.

FICO® Scores:

o Compass FSS participants with FICO® Scores at the time of entry into the program
experienced modest, but significant increases in scores —an average increase in FICO®
Score of 23 points (3.7 percent), compared with only 3.9 points (0.6 percent) among the
comparison households.

e The share of Compass FSS participants with a FICO® Score also increased, rising by 7
percentage points between enrollment and the latest data available. This was a significant
difference from the change experienced by the comparison group: a decline of 1 percentage
point. Compass participants who *'gained" a FICO® Score had an average score of 636.8
as of the most recent available credit report, a good score (though not quite at prime level).
By contrast, the average score among individuals in the comparison group who gained a
FICO® Score during the follow-up period was 555.0.

e The share of Compass FSS participants with a prime FICO® Score (above 660) rose
from 23 to 37 percent, compared with an increase of 2 percentage points in the comparison
group.

Debt:

e Compass participants saw an average decrease in total derogatory debt of $764, while
comparison group members saw an increase of $554. Furthermore, the share of Compass
participants with any debt that is derogatory declined 11 percentage points, from 65
percent to 54 percent, while comparison group members saw an increase in the share with
derogatory debt (moving from 61 percent to 66 percent).

e Compass participants decreased credit card debt by an average of $654.52, while the
comparison group’s average credit card debt remained flat.

What do the results mean?

The results on earnings, credit and debt are all highly positive, suggesting that the Compass FSS
program is helping participants make progress in all of these areas. The findings on welfare income
receipt are also positive but more difficult to interpret given that most Compass FSS participants did
not receive any welfare income during the study period and the likely influence of Massachusetts’
time limits.

Despite FSS’ 25-year history, there have been relatively few rigorous evaluations of its effects. To the
best of our knowledge, this is only the third evaluation of a local FSS program to compare earnings
outcomes for FSS participants to those of a matched comparison group, and the first study to examine
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credit and debt outcomes.” It is also the first evaluation of a full FSS program to find statistically
significant differences between the performance of FSS participants and an applicable comparison
group. Both of the prior evaluations studied local FSS programs that utilized service delivery
approaches that were very different from that of Compass.

Two national studies commissioned by HUD described earnings gains for FSS participants but did
not include data for comparison groups (Ficke and Piesse 2004; De Silva et al. 2011). A third HUD-
commissioned study — a randomized controlled trial of a convenience sample of large FSS programs
in the U.S. —is currently underway with initial interim results expected later in 2017.

Because of the significant differences between the FSS program and other programs designed to
boost earnings, there is no ready standard to use as a benchmark for assessing Compass’s earnings
results. However, there are benchmarks for assessing the results on credit and debt. A recently
completed evaluation of financial coaching programs in Miami and New York City found no
statistically significant impact on FICO® Scores in one program and an impact of 12 to 53 points in
the other (Theodos et al. 2015, 129-130). The Compass FSS results are within the range reported for
the program with an impact. While the other evaluation focused on somewhat different measures of
debt, in general, the debt results for Compass FSS participants are as good as or better than those of
the other programs. Note, however, that this other evaluation used random assignment, a more
rigorous methodology than we were able to use here.

Conclusion

This evaluation confirms that an FSS program can achieve successful outcomes for participants in
terms of earnings, credit and debt. Further research is needed to determine the extent to which other
FSS programs report similar results and what program characteristics are associated with positive
outcomes.

The other two are studies of programs in New York City and Denver. The New York City study examined
a newly expanded FSS program that appears to have undergone several changes in approach during its
initial years (Nufiez, Verma, and Yang 2015). The Denver study focused on a limited population of
intensively treated individuals enrolled in a special homeownership program in addition to either FSS or
Denver’s Resident Opportunities and Self-Sufficiency program (Santiago, Galster, and Smith 2017). A
third study used regression techniques to study outcomes for FSS participants in Rockford, Illinois
(Anthony 2005).
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1. Introduction

This report documents the results of our evaluation of the quantitative outcomes of Family Self-
Sufficiency (FSS) programs administered by Compass Working Capital (Compass) in Lynn and
Cambridge, Massachusetts in partnership with the Lynn Housing Authority and Neighborhood
Development (LHAND) and the Cambridge Housing Authority.> Compass, an asset-building
nonprofit organization based in Boston, Massachusetts, works with public housing agencies (PHAS)
and private owners in southern New England to administer FSS programs for households
participating in HUD rental assistance programs.®

FSS is a program of the U.S. Department of Housing and Urban Development (HUD) designed to
help housing assistance recipients increase their earnings and build savings in order to make progress
toward economic security. The standard FSS program has three main components: (1) stable
affordable rental housing; (2) case management or coaching to help families set and achieve their
goals; and (3) an escrow account that increases in value as participants’ earnings and rent
contributions increase. As discussed in more detail below, Compass’s implementation of FSS
includes a number of unique features—in particular, an emphasis on client-driven financial coaching.

With funding from Oak Foundation and HUD’s Office of Policy Development and Research (PDR),
Abt Associates has conducted an evaluation of selected outcomes of the Cambridge and Lynn FSS
programs. In this report, we provide the results of two sets of analyses assessing the effects of the
Compass FSS programs:

e Earnings and benefits use. To assess the effectiveness of Compass’s FSS programs in
helping participants increase their earnings and related changes in public benefits use, we
have conducted a quasi-experimental impact analysis that compares the change in household
earnings and cash benefit amounts of Compass participants who have a Housing Choice
Voucher with those of a propensity score—matched comparison group of voucher holders in
other Massachusetts, Connecticut, and Rhode Island PHAs during the same period.

e Credit score and debt. To assess the impacts of Compass’s program on changes in
participants® credit scores and debt, we compare the changes in FICO® Score and debt of
Compass participants over time with the changes experienced by a stratified comparison
group of individuals in the same census tracts during the same period provided by the

These programs are true public-private partnerships in the sense that they succeed only through their joint
efforts, but Compass has the lead responsibility for helping participants achieve their goals. In this report
we refer to “Compass FSS programs” and “Compass FSS households” for simplicity.

Though Lynn and Cambridge are the locations included in this evaluation because they are the sites of the
longest running Compass FSS programs (launching in October 2010 and November 2012, respectively),
Compass also currently provides its FSS program in other southern New England cities. These include
Boston (in partnership with Metropolitan Boston Housing Partnership) and Gloucester, Massachusetts;
Willimantic, Connecticut (in partnership with the Caleb Group); and multi-family developments in
Springfield and Cambridge, Massachusetts, and North Kingstown and Providence, Rhode Island (the latter
in partnership with Preservation of Affordable Housing).
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Experian credit bureau. The FSS sample for this analysis includes Housing Choice VVoucher
holders in Lynn and Cambridge plus a small number of public housing residents in Lynn.

Since most of the families enrolled in Compass’s FSS programs have not yet reached the end of the
five-year term of program participation, we have not included a detailed analysis of Compass’s
graduation rates. We also do not examine the level of accrued savings through the escrow account; we
plan to examine escrowed savings in a subsequent analysis.

In the remainder of this chapter, we describe Compass’s FSS program model, summarize the research
literature that provides the context for this report, and provide an outline of this report.

1.1 Compass’s Program Model for FSS

Like traditional FSS programs, the Compass FSS programs provide clients receiving housing
assistance with () the ability to build escrowed savings based on increased rent paid as a result of
increased earnings following enrollment in the program and (b) one-on-one coaching to encourage
and support participants in increasing their earnings and achieving other individually identified
goals.” Families join the programs voluntarily and must continue to meet with their FSS financial
coach periodically to remain in the FSS program. A family’s participation in FSS (or withdrawal or
graduation from FSS) has no impact on the family’s level of housing assistance. To graduate from the
FSS program (and receive the full amount accrued in escrow savings), participants must be employed,
all household members must have been free of TANF assistance for at least one year, and participants
must have achieved the participant-specific goals outlined in their individual training and services
plans.

The Compass FSS programs satisfy those traditional FSS program requirements. In addition, its
programs are innovative in five primary respects:

1. Compass’s programs have a strong focus on helping clients build financial capability, pay
down high-interest debt, build savings, and improve their budgeting and credit scores,
complementing the asset building that occurs through the FSS escrow accounts.

2. Compass uses a coaching model that emphasizes participant-driven interaction (as opposed to
a more traditional case management model in which the case manager more actively guides
the participant).

3. The programs represent public-private partnerships supported substantially by philanthropy.
While most FSS programs are run entirely by PHAs, the Compass FSS programs are run by a
nonprofit that specializes in financial coaching and asset-building programs, in partnership
with the public housing agencies in Lynn and Cambridge.

4. Compass seeks to enroll a greater share of the eligible population than is typical for FSS
programs, aiming for an enroliment equal to at least 20 percent of the number of non-elderly

All FSS programs provide case management or coaching to help participants identify goals and overcome
barriers to achieving them. The form of this interaction can vary substantially, however, from one local
program to another.
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non-disabled households in each site where Compass operates an FSS program.? Compass
achieves a high level of enroliment through its marketing and outreach strategies, including a
postcard campaign that taps into and builds on families’ aspirations for themselves and their
children.

5. Compass uses a traditional calculation of FSS escrow in its Lynn FSS program, but it uses a
variation on the traditional calculation in its Cambridge FSS program. Participants in
Cambridge typically receive half of the traditional escrow amount. The Cambridge escrow
model also eliminates the normal cap on escrow accumulation for households with incomes
between 50 and 80 percent of the area median income (AMI). °

This evaluation builds on a previous descriptive evaluation conducted for Compass by Brandeis
University (Kimbrel and Venner 2014), following the first two years of operation of the Compass
FSS programs. That evaluation provided a qualitative analysis of the components of Compass’s FSS
program model, including Compass’s outreach and marketing approach for reaching a large base of
participants, the relationship-building necessary for a nonprofit organization to work effectively with
a public housing authority or other housing partner, and the role of Compass’s financial education
workshops.

1.2 Literature Review and Program Context

This evaluation has several relevant contexts that we briefly discuss in turn: (1) the Housing Choice
Voucher Program; (2) prior efforts to help individuals receiving HUD rental assistance make progress
towards self-sufficiency; (3) the broader universe of employment programs; (4) prior efforts to help
individuals build assets, improve their credit, and pay down debt; and (5) the unique circumstances of
Compass’s FSS program.

1.2.1 The Housing Choice Voucher Program

Our analysis of changes in earnings and public benefits amounts focuses on Compass FSS
participants in the Housing Choice Voucher (HCV) program. There are reasons to think that HCVs
could either promote or hinder recipients’ work effort. On the one hand, we know that households
with HCVs tend to be more residentially stable than households without HCVs (Mills et al. 2006).
Because it’s likely to be difficult to focus on getting and keeping a job when you’re worried about
where to sleep at night, the stability provided by an HCV might have a positive effect on employment
and earnings. HCVs also provide families with the flexibility to move closer to a new work location,
which again might have a positive effect on employment and earnings. On the other hand, participants
in the HCV program pay 30 percent of their income for rent, so if they earn more, their contribution

These numbers are used for benchmarking only. Households may participate in FSS regardless of the age
or disability status of the head of household. As of April 2017, Compass had met this benchmark in Lynn,
its longest running program, and was 80 percent of the way toward this benchmark in Cambridge.

Cambridge Housing Authority is allowed to modify the FSS escrow formula because of its status as a
Moving to Work (MTW) PHA. Contributing 50 percent of the increase in rent resulting from increased
earnings to an escrow account rather than the standard 100 percent helps to reduce the financial costs of
FSS for the Cambridge Housing Authority. We did not have a large enough sample to test whether this
program variation may have contributed to different outcomes at the Cambridge and Lynn sites.
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to rent will rise; this could potentially act as a marginal tax that discourages increasing earnings. As
with any government subsidy, receipt of the HCV subsidy could also reduce the incentive that HCV
holders have to increase employment and earnings because they can achieve a minimum standard of
living at a lower level of work effort than unassisted households can.

A number of high-quality studies have found that receipt of rental assistance leads to a small initial
reduction in earnings that fades over time (Mills et al. 2006; Newman, Holupka, and Harkness 2009;
Carlson et al. 2009). Though the reason is unclear, one potential explanation is that after an initial
dislocation associated with receiving a voucher (perhaps related to moving), the benefits and
drawbacks of rental assistance for work offset each other. Other studies have found more persistent
negative effects. For example, a study of voucher recipients in Chicago found an initial decline in
earnings that did not dissipate over time (Jacob and Ludwig 2012), and a recent study of homeless
families who received immediate access to HCVs found reductions in work effort under some (but
not all) measures relative to other families who were left to find their own way out of emergency
shelter (Gubits et al. 2016)."°

These studies indicate that rental assistance alone does not promote earnings and employment.

1.2.2 Housing-Based Self-Sufficiency Programs

In light of concerns about the potential of rental assistance to suppress employment and earnings, a
number of self-sufficiency efforts have been undertaken to help residents of subsidized housing
increase their earnings. The best known is the Jobs Plus demonstration, a saturation initiative targeted
at public housing residents designed to engage all working-age adults in a housing development-wide
effort to boost employment. The demonstration, conducted in the late 1990s to early 2000s, combines
financial incentives to work through changes in rent policy;** employment services (such as job
search, job referrals, and career counseling); and a program component called “community support
for work” that involved encouraging residents to support one another’s work effort in various ways.

An evaluation by MDRC of the initial Jobs Plus demonstration found significant gains in earnings
and employment among residents in the three developments that implemented the program robustly
as compared with residents of similar developments that did not (Bloom, Riccio and Verma, 2005).
These gains were not seen in the two sites that did not robustly implement the demonstration. A sixth
site left the demonstration early. Despite the site variation, the results still showed earnings gains for
residents of the six developments overall relative to residents of comparison developments. The Jobs
Plus initiative has been implemented several times since the early demonstration, with the most recent
implementation consisting of HUD funding for 24 new Jobs Plus sites in fiscal years 2014-2016.

0 These studies were focused on rental assistance participants generally, rather than the subset enrolled in a

self-sufficiency program.

1 The rent policies in Jobs Plus generally sought to provide a financial incentive for increased earnings.

Different sites used different approaches, including policies that kept rents flat until families’ earnings
reached a certain level and policies that charged a lower share of income for rent.
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Though Jobs Plus is better known in the research literature, FSS is by far the larger program,*
currently serving more than 71,000 households total in more than 1,000 local FSS programs around
the United States."® Based on a series of research demonstrations conducted in the 1980s — Operation
Bootstrap (Blomquist, Ellen, and Bell 1994), Project Self-Sufficiency (Smith 1988), and the Gateway
Transitional Families Program (Rohe and Kleit 1997) — the FSS program was authorized by Congress
in the Cranston-Gonzalez National Affordable Housing Act of 1990. FSS combines the stability of
HUD-assisted rental housing with (a) case management or coaching to help participants set and
achieve goals and make progress toward economic security and (b) an escrow account that grows as
participants’ earnings grow. The escrow account functions both as an asset-building mechanism and
as a financial incentive for participants to increase their earnings.

HUD has commissioned two major longitudinal studies of FSS, both of which showed significant
earnings gains for FSS participants, but neither of which had a control group or random assignment
(Ficke and Piesse 2004; De Silva, Wijewardena, Wood, and Kaul 2011)."* HUD has commissioned a
randomized controlled trial of a convenience sample of large FSS programs that MDRC is currently
conducting, with interim results expected later in 2017.

There have been a number of evaluations of local FSS programs. The most rigorous evaluation was a
randomized controlled trial conducted by MDRC of an FSS expansion that New York City undertook
for purposes of testing FSS, both alone and in conjunction with a conditiona