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IMPLICATIONS FOR COOPERATIVE EXTENSION. The purpose of this research is to examine whether counseled borrowers have experienced financial behavior changes within 5 years after purchasing a home.  

Housing Counseling Education and Effectiveness

Homeownership counseling is increasingly becoming more commonplace in today’s society.  Some financial institutions recommend or require potential borrowers to undergo counseling to lower the risk of taking on a mortgage.  Many communities see homeownership as offering important social benefits, including acting as a driver of local economic development strategies.  In exchange for either a low down payment loan or a direct subsidy from a nonprofit or government organization, a low to moderate-income borrower will agree to attend homeownership counseling and education seminars.

Assessing the effectiveness of housing counseling education is difficult due to many factors:

· Programs can have content that vary across counseling agencies, differ in areas of focus, and have different goals.
· The definition of what constitutes counseling success is ambiguous.  Is success defined as a purchase of a home, avoiding default or foreclosure, mortgage prepayment, the ability to shop for a mortgage, or a permanent change in financial behavior?
· More innovative teaching techniques may be needed.  Research has shown that a large amount of classroom time still did not have an effect on the financial behaviors of low-income populations.   Family experiences and economic socialization are also important contributors to improved long-term financial behavior.
· Researchers are having a hard time finding an adequate control group for studies on housing counseling effectiveness. 
· The majority of housing counseling providers only became established during the early 1990’s, thus raising the question of quality of curriculum.  Very little research on the effectiveness of program options has been done.  Many new counselors are unaware of their options and choices, making them susceptible to making uninformed choices that commit them to a certain teaching philosophy.

Research Questions and Method

This study examines four research questions:

1. Overall, are counseled borrowers experiencing satisfactory patterns of financial performance?
2. Have the counseled borrowers experienced improvements in financial performance, when compared to their experiences as renters?
3. Are there differences in borrowers’ financial performance levels across counseling agencies?
4. Do certain counseling agency (or other) characteristics contribute to financial performance levels?

Data on Borrowers:  
· A questionnaire sent to 1,720 borrowers who had received counseling through the City of Philadelphia’s counseling network sponsored by the City’s Office of Housing & Community Development (OHCD) in 1997.  They received limited down payment assistance from OHCD.
· Borrowers were asked questions related to their financial situations both currently and during their previous rental situation.
· Questionnaire used a 5-point Likert scale and allowed for pre- and post-intervention comparison.
· Survey administered in late 2002 and early 2003 (5 years after initial counseling).  A total of 405 households responded (24% response rate).

Data on Counseling Agencies:
· Primary information was obtained from direct interviews of 26 Philadelphia city counseling agencies, about an hour in length, and included information on the operating philosophy and procedures.
· Whenever possible, each agency’s initial home buying sessions were attended to determine differences in terms of delivery, content, setting, and duration of counseling.
· Secondary data was also collected from publicly available sources.
· Agencies were broken down into categories to ensure that no two counseling agencies were the same.  
· Other variables include:  HUD certification, additional introductory session, post-intervention session, amount of resources available to the agency, faith-based agency, other forms of housing counseling, Spanish language services provided, whether agency was specifically devoted to housing. 

Results

· Counseled borrowers persisted in choosing housing that exceeded their previous rent levels.
· There was strong agreement by majority of borrowers that they had no difficulty paying their mortgage, and that it superseded all other bill payments (RQ1).
· The results were mixed on whether borrowers were paying other monthly bills in a timely fashion (RQ1).
· Only a slight majority responded they had no late payments on their mortgage history (RQ1).
· A near majority of borrowers felt strongly that they had less trouble paying mortgage than they had with their previous rental payments (RQ2).
· A slight majority of respondents felt they had higher cost burdens than in their previous rental situations (RQ2).
· Nearly 2/3 of respondents stated they had made financial sacrifices since becoming homeowners (RQ2).
· No significant agency differences in response patterns across agencies regarding financial performance were found (RQ3).
· Counseled borrowers who attended programs with a post-intervention assessment were associated with increased odds of having difficulty paying their mortgage on time.  These agencies may already have an indication that their clients do not have a good success rate in avoiding financial problems after completing the program (RQ4).
· Borrowers attending sessions at agencies with larger program expenditure budgets experienced increased odds of having difficulty paying their mortgage on time.  This finding may suggest that lesser-funded organization may have more interpersonal dealings with their clients (RQ4).
· Agencies that were affiliates of larger community development and nonprofit organizations seemed to have an increased likelihood of producing clients that reported more mortgage delinquencies (RQ4).

Study Limitations

· All first-time home buyers in this study were required to undergo counseling, not just those who had trouble making rental payments.
· To get a sense of the program’s overall value, a control group of low- to moderate-income families who purchased homes without the benefit of counseling is needed.
· Some important variables are left out, including education level, credit score, unique family experiences such as divorce and job loss, household budgeting practices, presence of welfare programs, and age of borrower.
· Research suffers from lack of external validity, since it is limited to the Philadelphia area.

Implications for Cooperative Extension

This research highlights the need for continuous home buyer and financial management education.  There is evidence that borrowers who attended counseling session changed their long-term financial behavior.  Counseling agencies with bigger budgets were not as successful in changing this behavior.  The lesser-funded organizations that offered a more personal touch experienced more success.  Because of its own unique mission, Cooperative Extension is in an excellent position to provide this education.
 




