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Abstract

Financial inclusion policies have increasingly focused on unbanked households, including partic-
ipation in formal financial accounts among the young. In the United States, state-level statutes can
allow minors to have non-custodial checking or savings accounts. This paper uses the timing of state
minor bank account laws to estimate a difference-in-difference model of account access before age 18
on later-in-life financial behaviors. We find that the laws increase the likelihood that individuals hold
bank accounts, though this average effect decreases after age 20. In addition to an increase in account
participation, individuals are less likely to use alternative financial services, including payday loans,
pawn shops, auto title loans, and other short-term high-interest financing methods. We find that our
effects are most pronounced and persistent for individuals who never attend college, people who are
more likely to be in the labor force and whose parents may have lower levels of financial capability. We
do not observe a short-or long-run supply response: state-chartered banks are no more or less likely to
enter states due to minor bank laws.
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1 Introduction

“I just recently got a job and I obviously need
some type of savings or checking account but
I want it completely out of my parents’ reach.”

Posting on Reddit.com Personal Finance
Forum, September 8, 2018

Financial inclusion is a strategy used globally to engage more people into the economic market-

place, facilitating consumption smoothing and investment (Shah et al., 2012; Dupas et al., 2018). A lack

of access to basic banking services can become a barrier to economic mobility and contribute to families

living in poverty (Bertrand et al., 2004). Financial inclusion policies aim to expand the market for bank-

ing services to currently un- or under-banked consumers (Célérier and Matray, 2019; Demirgüç-Kunt

and Klapper, 2013). Often financial inclusion is discussed in the context of developing economies with

emerging financial services. But even within well-developed economies, there are some consumers who

are slow to adopt financial services or remain un- or under-banked for much of their lives (Célérier and

Matray, 2019; Rhine et al., 2006). Access to financial services may be especially important for young

people entering the workforce and engaging in economic activity for the first time (Johnson and Sher-

raden, 2007; Grinstein-Weiss et al., 2010). This paper seeks to understand how access to accounts for

minors affects short- and long- run financial services behavior.

The importance of bank account access for young people may go beyond a demand for financial ser-

vices. Owning and using a bank account is one way that young people can learn financial skills and habits.

Choi (2009) finds that bank account ownership among high school seniors is associated with higher levels

of financial knowledge, even after controlling for factors such as race and parental education. Access to

banking services in these formative years has the potential to continue to improve consumer financial

wellbeing later in life (Brown et al., 2018). Low-balance accounts for first-time banking customers have

their costs, however, for both financial institutions and consumers (Porteous, 2015). These costs may be

justified if the gains to consumers and society from greater financial capability are significant.

While documenting the effect of minor accounts on financial capability is an important policy ques-

tion, determining the causal effect is challenging since there is clear selection into bank accounts. For

example, minors with more affluent or more motivated parents are more likely to both have bank accounts

and demonstrate better financial outcomes. In addition, access to banking is often correlated with unob-

served area-specific characteristics, generating omitted variable bias. Before policymakers and regulators
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promote youth accounts, it is important to understand what access to accounts can accomplish. This study

overcomes the endogeneity of accounts and financial capability by exploring how access to non-custodial

bank accounts for minors (under age 18) affect financial behaviors later in life.

We exploit state law changes that regulate access to state-chartered bank account ownership for

minors and change over time to pin down the causal effect of early-life account access and downstream

financial inclusion. In the United States, federal policies stipulate that only individuals age 18 or older can

own bank accounts, and minors can only have a custodial account with parents or guardians as co-owners

until they turn 18. However, many states have passed legislation that allows state-regulated financial

institutions to offer independently-owned accounts to minors prior to age 18 (usually at age 15). Our

research design uses variations in state regulations to estimate changes in access to accounts for minors,

and subsequently, study the impacts of youth account ownership later in life. Using a difference-in-

difference strategy and data from the FDIC’s Un(under) Banked Survey from 2009-2017, we estimate

the causal effect of account access on having a checking or savings account, and not using alternative

financial services, as a young adult.

This study is motivated by two primary questions: (1) Do state laws allowing minor accounts in-

crease the likelihood that individuals are fully banked1 in the short run? and (2) Do increases in being

fully banked at young ages persist later in life? This is the first paper to estimate the causal effect of minor

account ownership on financial inclusion.

We posit three main channels for bank account ownership at a young age to affect financial capability

in adulthood. First, having an account at a young age is a complement to employment. Channeling early

earnings may create a habit of saving or using accounts. Second, a non-custodial minor account puts

the onus on the individual, as opposed to his or her parent, to manage money, creating opportunities for

young people to learn financial capability on their own. For example, after experiencing an penalty or

fee, the minor may learn the importance of checking balances and paying bills on time. This experiential

learning could enhance financial capability later in life. Third, to the extent that minors have a positive

first experience with the formal banking sector, these consumers of financial services may have stronger

preferences for using formal financial institutions. Whereas youth with custodial accounts cannot prevent

the co-owner parent or guardian from accessing their accounts, minor-owned accounts create a more

1Fully banked for this discussion is defined as the individual owns a checking or savings account and does not rely on alternative
financial services.
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direct relationship between the youth and the account provider. This direct relationship with financial

services providers at a young age may create a trust that is maintained, providing enhanced access and

use of financial products that offer both leverage and liquidity later in life. The converse may also hold if

the first experience is negative, however.

Our findings show that state laws allowing minor account ownership increase the likelihood that an

individual is fully banked by age 20, but this effect fades away by age 29. These results suggest that

minor account laws boost the use of accounts among young adults for a period, effectively accelerating

the financial trajectory for a few years until young adults in states without minor bank account laws catch

up. Further, we find the bulk of the increase in accounts comes from young adults who do not attend

college. For that group, the effect persists into the mid-20 ages, suggesting that the demand for accounts

is greater for those who are employed early in life and becoming financial independent more rapidly than

other young people still in school.

In addition to our demand-side analysis, we explore how state minor account laws are associated with

financial services markets. Since only state-chartered firms can offer minor accounts, we use an event-

study difference-in-difference specification to determine if the passage of minor account laws change the

presence of state-chartered banks and federally-chartered banks per capita in a given zip code. We find

no evidence to suggest that the policy substantively changes the supply of state- or federally- chartered

banks in an area.

This study contributes to three strands of literature. First, we contribute to research examining the

effects of access to banking while young on downstream financial behaviors. Brown et al. (2018) stud-

ied the effects of growing up on American Indian reservations with banking services (compared to those

without) on credit later-in-life. Their findings show that access to banking institutions while young accel-

erates the takeup of credit and improves credit scores.2 We expand upon this work by studying a specific

policy, minor account laws, and a broader population of young people living across the United States.

Second, we address the literature on broader access to banking and the takeup of accounts. Célérier and

Matray (2019), for example show that deregulation that increases bank branches in low-income counties

increases the likelihood individuals are banked and also their wealth later in life. Further, Nguyen (2019)

show that bank closings decrease small business lending, with the effect most concentrated within six

2There is also a large literature studying the association of accounts and downstream financial outcomes (broadly defined), but
most of this literature relies upon retrospective memories of having accounts. Since these are plagued by measurement error in
addition to omitted variable bias, we omit them from this discussion.
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miles of the closed branch. To the best of our knowledge, we are the first study to determine the effects of

account access on young people unrelated to firm location. Third, we broadly contribute to the literature

determining the effects of regulations on bank account access. For example, Washington (2006) finds that

when states require banks offer low cost account options, this reduces the proportion of low-income mi-

nority households who are unbanked. If minors have unmet demand for independently-owned accounts,

we expect an increase in bank account ownership among young adults after the policy change.

We begin with a review of prior studies, followed by more detail on the data used for this analysis

and the estimation process for changes in state laws related to non-custodial bank accounts for people

under age 18. We then present and discuss the results, provide additional estimates on firm behavior and

subgroups, and then conclude with the implications for policymakers and for the financial industry more

broadly.

2 Costs and Benefits of Accounts

Understanding how youth access to bank accounts improves financial outcomes is an important piece of

evidence to better design policies, regulations and financial products that benefit firms and consumers. If

policies that expand access to minor bank accounts show positive effects on being banked and lower rates

of financial problems, it would support greater financial inclusion for this target age group. Below we

explain some of the costs and benefits of minor-owned accounts, as well as discuss supply and demand

responses to the availability of minor-owned accounts.

2.1 Benefit of Accounts Before Age 18: Savings, Banking, and Managing Cash

Flow

Young adults are among the most likely to report they could not come up with $2,000 in the event of a

financial emergency within the next month, as well as more likely to use high cost non-bank borrowing,

including payday loans, auto title loans, rent-to-own stores, and pawn shops (FINRA Investor Education

Foundation, 2016). At the same time, young adults are the most likely age group to be unbanked, defined

as not having accounts used to deposit funds, store cash and make payments, typically a combination
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of checking and savings accounts (Hayashi et al., 2018; Addo, 2014).3 Checking and savings accounts

are important for a young person in terms of day-to-day financial management, where having an account

allows a young person to deposit paychecks, transfer funds and smooth consumption.

On the demand side, changes in state regulations might draw attention to the ability of young people

to own bank accounts younger than at age 18. This might trigger more 15 to 17 year olds to prefer

accounts that they own on their own, without a joint owner or custodian. Indeed, Brown et al. (2018)

showed that living around financial institutions as a young adult improved credit later in life.4 Their

findings suggest that the salience of account access is important in making financial decisions.

Of course, young people who are eligible to open their own bank accounts will not universally find

bank accounts worthwhile. The demand for accounts would likely be higher among those young people

who are employed.5 Among youth who work, access to basic bank accounts is a key way to deposit

earnings and begin to save money (Friedline and Elliott, 2013; Elliott and Friedline, 2013). The effects

are likely to be focused on young people who are working at early ages, especially those working and

earning more. In our data, we can proxy for these attributes by examining young people who do not

attend college. We would predict this population would be more likely to be banked and less likely to use

alternative financial services in states and periods when minor-owned bank accounts become accessible.

Surveys show a number of reasons people decide that the benefits of owning an account do not out-

weigh the costs due to mistrust, fees, or transaction costs (Rhine et al., 2006; Federal Deposit Insurance

Corporation, 2014). We suspect trust will also be an important mechanism for some youth. Those with

parents or guardians who meddle in their joint accounts may have more to gain from independent bank

accounts. While there is scant research in the incidence of parents abusing their minor’s financial ac-

counts, one review is suggestive that at least for some teenagers, the ability to have an account separate

from their parents would be valuable (Postmus et al., 2018). 6 Specifically, an independent account may

provide a greater likelihood of trusting banks in the short- and long-run than those with joint accounts.

3These types of transaction-based accounts are distinct from college savings or child savings accounts used to save for a
specific, restricted purpose. See Sherraden et al. (2013) for a discussion.

4While these are promising findings in terms of the effects of bank access, the setting of that study is specific to markets with
profound constraints, and are not readily generalizable to the estimated outcomes of young people’s access to minor-owned accounts
overall.

5One key factor for a youth owning an account is having a job with regular income (Erskine et al., 2006; Tank and Tyler, 2005).
6For example one post in 2018: “I just recently got a job and I obviously need some type of savings and/or checking account

but I want it completely out of my parents’ reach. They’ve borrowed money from my siblings...not paying [it] back.” https://

www.reddit.com/r/personalfinance/comments/9e9yfm/im_a_teen_17_who_wants_to_open_up_a_bank_account/
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2.2 Benefit of Accounts Before Age 18: Developing Financial Literacy

Basic financial literacy rises as people age, suggesting that on average people are learning about finances

by experience (Walstad et al., 2017; Loke et al., 2015). Two out of three young adults lack basic financial

literacy, which could contribute to financial problems and mistakes (Lusardi et al., 2010; Lusardi and

Mitchell, 2014). The process of how people acquire financial knowledge is complex, ranging from peer

norms and parental influences to formal education and learning by doing (Lusardi and Mitchell, 2014).

Cross-sectional data from the Programme for International Student Assessment (PISA) study by the Or-

ganisation for Economic Co-operation and Development (OECD) show that youth who report having a

bank accounts also show higher levels of measured financial literacy (Federal Deposit Insurance Corpo-

ration, 2014; Jappelli, 2010). Students in many states already receive formal financial education in high

school. Prior studies generally find positive effects of this education on credit and other financial behav-

iors (Urban et al., 2018; Brown et al., 2016; Stoddard and Urban, 0179). However, these courses only

provide information. Experience with accounts may combine with formal learning in a complementary

way to lead to greater financial capability and economic self sufficiency.

Prior studies offer some indications that account ownership could facilitate financial learning. Jami-

son et al. (2014) conducted an experiment in a developing economy context, randomizing financial ed-

ucation only, financial education and account access, and account access only. They find that financial

account access has some positive effects, although there is some evidence that accounts and education

are complements. Targeting elementary age students, Batty et al. (2015) conducted a field study showing

that financial education and bank account access offered in elementary school is beneficial for financial

learning.

Overall, prior studies are suggestive that experiences with a bank account, especially as young people

first start to earn income in high school, could be a factor in a young person’s financial trajectory. The

distinctions between jointly-owned, custodial, and independently owned accounts for minors has not been

studied in the past. Offering more opportunities for minors to independently engage in financial services

could be supportive of later-life financial wellbeing.
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2.3 Regulations on Account Access Before Age 18

There are several legal issues for accounts related to minors, including gift and income taxation—in part

to deter tax avoidance by parents and guardians (Wilder, 2006). There are also regulations to protect

minors from having their assets abused by an adult, as well as to protect them from their own potentially

uninformed decisions (Rhine et al., 2006; Office of the Office of the Comptroller of the Currency, 2017).

Regulations on account owners under age 18 are a particularly binding constraint on banking for minors

who want an independent account (Wilder, 2006). Expanding access to financial services to minors

is a different policy strategy than restricting or regulating products and services that consumers who

lack financial capability may struggle to manage, such as payday loans. By allowing consumers to gain

experiences early in life, learning-by-doing, they may be better prepared to manage liquidity, plan for

shortfalls, and use financial products to smooth consumption.

Banks and credit unions in the United States are generally chartered at the national or state level.7

Each state is left to implement regulations for state-chartered institutions, including whether or not

teenagers under 18 years of age can own an account without a co-signer. The result is that financial

institutions operating in the same market may have different regulators and have to adhere to different

rules (VanHoose, 2017).

In the absence of state legislation, states adhere to the policy for nationally-chartered institutions,

which only allow accounts for minors using a joint account with a parent or guardian, or a custodial

account. Joint accounts operate like a minor owned account, where the young person can make deposits

and withdraws, but they are not independent owners, and the co-owner can also make deposits, with-

draws or approve or not approve certain account actions. Custodial accounts are an even weaker version

of accounts for minors. These accounts are set up by an adult to be used for the benefit of a minor,

but an adult must make deposits and withdrawals until age 18 (or later depending on the state). The

experiences of a young person in interacting with financial services are not likely to be significant with

these accounts. Only the minor-owned account provides young people the full experience of managing

an account independently.

7FDIC Statistics on Depository Institutions Report as of September 2018 shows 1,159 total nationally-chartered institutions
with depository insurance, and 4,318 state-chartered institutions. Nationally chartered firms have about twice the assets of state
chartered firms, however. At the same time, NCUA reports 5,480 credit unions; of these 3,608 have federal charters, with both
types of charters holding roughly equal assets.
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2.4 Supply Side Provision of Accounts Before Age 18

At a minimum, after states change minor account laws, firms have the opportunity to respond by offering

new forms of accounts they did not previously offer. This may be as simple as shifting new accounts for

minors from joint or custodial accounts to minor-owned accounts. Or, firms may create new transaction

account products to attract this newly opened market. Firms may be motivated to offer youth accounts

since bank accounts are ‘sticky,’ meaning these entry-level relationships with young customers could

develop into long-run primary financial relationships. Youth may be an attractive financial product for

firms to offer mainly from the broader perspective of engaging and retaining multiple generations of

account holders (Lewis and Bingham, 1991; Lewis, 1982). Indeed, studies of the demand for youth

accounts shows parents and children often have accounts at the same institution.8 This expansion of the

market could potentially stimulate growth in total assets among institutions and locations, although this

is a second order, and likely a quite small effect specific to state-chartered firms. In the long-run, state-

chartered firms could expand, and new state-chartered firms could enter the states with expanded access

to youth accounts.9

Of course it is possible that youth accounts are not an attractive product option for firms to offer

accounts at any scale. In this case, firms may not respond to the policy at all, offering only joint or

custodial accounts to minors. Even if state laws are changed to expand access to minor owned accounts,

not all financial institutions will decide to offer accounts for youth, as these accounts may have small

balances, relatively-high fixed administrative costs, and high turnover. Accounts for minors are thus not

likely to generate much revenue and could incur costs for the financial institution offering these accounts.

3 Data

Our empirical strategy relies upon two data sources: information on whether or not individuals are banked

and the years in which minor account laws were passed by a given state.

We draw upon data from the FDIC Un(under) banked survey from 2009, 2011, 2013, 2015, and

2017. The data are collected in conjunction with the Current Population Survey (CPS) sample. These

data include information on whether or not individuals within a household are banked using a standard

8See the review in Tank and Tyler (2005).
9Firms could even seek to convert to state charters, although this is a rare event based on FDIC Quarterly Banking Profile data.
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checking or savings account, as well as whether or not they use alternative financial services, such as

payday lending, pawn shops or auto title loans.

Our main dependent variable of interest will be equal to one if the individual is fully banked, meaning

he or she has a checking or savings account, and does not use alternative financial services (AFS), and

zero otherwise. For the purpose of this study, we retain the observations for people who are 15, 16, and 17

years old (403 observations). While there are not enough observations to estimate the first stage of minor

account laws on minor accounts, these are precisely the individuals we want to include in estimating the

effect of the policy at later ages.

Figure 1 shows the mean rate of being fully banked by age in the FDIC data. The rate begins low

and evolves to nearly 65% by age 29. While there are clear increases over blocks of ages, each individual

age is not statistically different from the previous or subsequent age.

In each year, the FDIC data include information on why individuals report being unbanked, though

some of the categories change across survey waves. For consistency, we choose to report 2015 and 2017

data, though the trends remain similar across years. We show these statistics in Table 1, where the most

common reason is that these respondents do not have enough money. If the sole reason for not having

an account is a lack of funds, earlier access to minor-owned accounts may not increase the frequency of

having an account. However, roughly 14% of young adult respondents report the lack of trust in banks as

the primary reason for not having an account. Minors who have positive earlier-in-life experiences may

be among those more likely to trust banks as they age. This may increase subsequent participation in

formal banking.

We merge the FDIC data with minor account policies that we collect from state-level “minors alone”

statutes, which describe whether or not teenagers under 18 years of age are legally allowed to hold an

account without a co-signer. Again, these policies only pertain to state-chartered institutions, as federally-

chartered firms abide by the federal law that minors cannot have an independently-owned account.10 We

refer to these minor banking laws as MBLs for the remainder of the paper. In the absence of state

legislation regarding minor accounts, states adhere to the national policy. For the most part, states allow

for minor accounts beginning at age 15. While there are a few exceptions beginning at age 12 at the

earliest, we operate under the assumption that states may still only enforce the policy beginning with age

10Some banks and credit unions have state and national charters (dual charter). In these cases, states where minor accounts are
not permitted still cannot offer minor accounts.
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15. If they offer accounts to teens below age 15, our estimates will be conservative. In the year the policy

is enacted, we assign 15, 16, and 17 year olds living in that state to the “treatment” group.

In addition to minor account laws for state-chartered banks, each state has separate policies regarding

state-chartered credit unions. We collect the start of these policies by state in the same fashion. Table

2 reports the year in which minors were first allowed to own accounts by state. Again, we assume that

these policies first took effect for 15 year olds. Our identification strategy relies on the differential timing

of minor account laws across states. Conditional on having a credit union policy, only three states passed

minor account laws after 1998 (Illinois, Iowa, and Michigan). Since the FDIC data begin in 2009, this

gives little power to estimate the effect of youth account laws on young people in the data. Because 16

states passed minor account laws after 2000, we focus on bank laws for this paper. However, we are

careful to control for credit union policies throughout our analysis.

Table 2 shows that 45 states have laws allowing state chartered banks to offer minority accounts. Of

these 15, pass after 2000. About 40 states have laws allowing credit unions with state charters to offer

minor accounts; all but three were passed before 2000. There is also a wide range in what share of assets

in banks or credit unions are in state or nationally-chartered firms.

We map the evolution of minor bank account laws in Figure 2. Since recent work by Goodman-

Bacon (2018) shows that difference-in-difference estimators are biased when treatment effects evolve

over time, we use only states that have no policy in the entire period as our control group as our main

specification.

Table 3 shows means and standard deviations of our sample across states that pass MBLs during our

sample period and those that never pass MBLs for individuals 25 years of age or younger. None of the

summary statistics seem to be substantially different across groups in any meaningful way. Roughly 60%

of the sample is fully banked, and roughly 10% are unbanked, meaning they have no savings or checking

account. Note that AFS use variable is not available in all years, so the numbers do not perfectly sum to

one. Overall, 18% of the sample is part of a married couple, 30% is an unmarried household with more

members within the household, another 50% represent households with single males or females, and the

remaining have other household structures.
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4 Empirical Strategy

We use a difference-in-difference strategy to identify the effect of MBLs on account ownership. Our main

dependent variable (Y) will equal one if the individual is fully banked and zero otherwise. We estimate

Equation 1 using a linear probability model (LPM), which is preferred to a logit or probit when including

large sets of dummy variables.

Yi,s,y,t = α0 +α1MBLs,y +α2Xi ++α3us,y +α4CULaws,y +βt + γs +δy + εi,s,y,t (1)

The main coefficient of interest in Equation 1 is the difference-in-difference parameter, α1, which

captures the causal effect of MBLs on whether or not individual i in state s born in year y and responding

in survey year t is fully banked. We control for three individual-level demographic characteristics Xi that

are not potential outcomes of the policy: race/ethnicity and household type (married couple, unmarried

female head, unmarried male head, female individual, male individual, other). The model further includes

the state unemployment rate at the time the individual was 15, whether or not the individual was exposed

to a credit union minor account law, survey year fixed effects, state fixed effects, and birth year fixed

effects. εi,s,y,t is the error term, and we provide robust standard errors clustered at the state level to

account for both heteroskedastic standard errors and the fact that policies are set at the state level.

We choose to estimate Equation 1 by age to see if the effects deteriorate over time. We begin with

a sample of those that are 20 or under, and we add an additional age to the sample and re-estimate the

regression through age 30. We do this, as opposed to running the regression by each age band, to retain

power in the sample. This way, if the effects deteriorate or amplify over time, we will average in the

short-run effects in determining the long-run effects to determine a cumulative effect of the policy.

We are careful to estimate effects based on policies that have a pre- and post-period. For example,

our first survey year is 2009, and the first cohort that would be affected would be age 15 in 2004. Thus,

we only include policies that began 2004 or later. We continue that same pattern as we include additional

ages.

Table 4 attempts to use state characteristics to predict the take-up of MBLs. This model includes

data from the University of Kentucky Poverty Center from 1980-2015, annual federal and state credit

union membership data from the National Credit Union Foundation, and state and year fixed effects. We

cluster standard errors at the state level. The only variable that is statistically different from zero at the
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10% level is state gross product, where an additional $1 billion increases the likelihood of passing the

policy by 0.1 percentage points. This marginal effect is quite small.

Difference-in-difference specifications require that the treatment and control groups are parallel in

the pre-policy period and the treatment group would have trended similarly to the control group in the

absence of the policy. Table 5 shows the trends in the pre-period across the treatment and control group for

those 20 or under, 25 or under, and 29 or under. We include more pre-periods as we increase the sample

size and number of ages in each column. In Columns (1) and (2) there are no clear trends when compared

to the cohort barely unaffected by the policy (those 18 when the policy was enacted). In Column (3),

there appears to be one effect statistically different from zero at the 95% level three years before the

policy took effect. For this reason, we are careful to also include robustness checks with state linear and

quadratic trends based on the year an individual turned 15 in Table 6. All of our results are robust to these

specifications. We further provide a placebo test in Figure 11.

5 Results

Figure 4 plots the α1 coefficient from Equation 1 by age for the full sample, along with the 95% confi-

dence interval for the estimate. MBLs increase the likelihood an individual is fully banked by 18 percent-

age points for those under age 20. This suggests that the policy increases the likelihood individuals have

bank accounts in the short-run. However, this effect dissipates over time and is estimated as a precise null

effect by age 27.

By comparison, Figure 14 plots the estimated effect of a change in the state unemployment rate at

the time the individual was 15 on whether or not he/she is fully banked (α3 in Equation 1) to approximate

access to labor markets for youth. For those 20 and under, a one unit decrease in the unemployment rate

increases the likelihood an individual is fully banked by roughly 2.5 percentage points, though this is not

statistically different from zero at the 95% level. This effect also disappears as individuals age.

We next investigate whether or not the effect of MBLs on account ownership is a function of in-

creased employment. Figure 5 shows that MBLs increase the likelihood an individual is employed by

roughly 8 percentage points, though this is not statistically different from zero at the 95% level. This

shows some suggestive evidence that individuals may be more likely to work due to the policy, as they

can now hold their own accounts without parental co-signers. This allows individuals to be the sole person
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in charge of their finances.

Is the effect coming from individuals less likely to be unbanked (meaning no checking or savings ac-

counts) or AFS use? Figure 6 and Figure 7 show that MBLs decrease the likelihood that young adults are

unbanked and also decrease the likelihood that young adults use AFS. The decrease in the likelihood of

being unbanked is present for those 20 and under, suggesting that the laws encourage account ownership

for younger people, as intended. The decrease in the likelihood of using AFS suggests that young adults

are substituting from AFS to traditional methods of banking. These effects appear to persist for people

through their mid-20s. This could suggest that individuals are learning from having early experience with

an account and are then less likely to use AFS as they age.

5.1 Heterogeneity

We next explore for whom MBLs affect bank account-related outcomes. We specifically focus on

two characteristics: education and relative prevalence of state-chartered compared to federally-chartered

banks.

Figure 8 splits the sample by whether or not the individual has attended any college. These results

suggest that the entire effect comes from individuals who do not attend college. Since those not attending

college are likely to be the population with the greatest potential for earnings to save, it is not surprising

that they are most likely to take up and continue to hold bank accounts. However, it is surprising that the

effect now persists beyond age 20. While the effect decreases over time, it persists to roughly age 27.

Like in the average effect, the long run decrease is largely from a decrease in AFS use (Figure 9 ).

We make one more cut of the data based on the relative size of state-chartered to federally-chartered

banks in the state. We obtain data from the FDIC on total state and federal chartered assets. Since the

ratio of assets may be endogenous to the policy, we split the sample by 2000 levels of state-to-federally

chartered assets. Figure 3 shows the states with relatively higher state to federal assets. While there are

some clusters in the southeast, states above the median level (more than 0.07) are scattered throughout

the country. We then compare within these types of states (those with high and low ratios) the states that

and did and did not pass MBLs.

Figure 10 shows that the results are primarily driven by states with above median (more than 8%)

of state-to-federally chartered bank assets.11 We see virtually no effect in states that have a much higher
11This is consistent with Nguyen (2019) that shows that local branches matter for borrowing decisions.
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concentration of assets in federally-chartered banks. This makes intuitive sense, since if there is a greater

concentration of federally-chartered banks in the area, it is relatively more difficult for youth to access

accounts regardless of the policy.

5.2 Placebo

To ensure that our effect is not driven by spurious events that occur in the state at the time of passage,

we show that the policy does not affect those 30 and older and the time of passage Figure 11 using the

exact same specification as in Equation 1. Here, we see that older cohorts did not change the likelihood

of being banked due to the policy.

6 Supply Responses

In this section, we show that there is no clear response by banks to the MBLs. We use data from the FDIC

on state and federally chartered bank locations by zip code from 1994-2017 to determine how MBLs

affect the presence of state and federally chartered banks. We then use these data and an event-study

style difference-in-difference specification to determine whether or not the policies affect entry or exit of

state-chartered banks per capita in the market.

Specifically, we estimate Equation 2, omitting the year just before the policy takes effect (t-1) and

clustering standard errors at the state level. We include zip code- and year- level fixed effects. Yz,s,t is

the number of state (federal) banks in a given zip code z in year y within state s. We continue to control

for the presence of a state credit union minor account law. α−15 and α15 contain all preceding periods

and periods post, respectively. For power (and visual appeal), we choose to lump the data into two year

increments such that i = −3 and i = −4 will be grouped together. For reference, the average state and

federally chartered banks per capita are 0.93 and 0.72 banks per 1,000 people. As in Equation 2, we omit

states that were always treated the entire period (those with laws passing in 1994 or earlier).

Yz,s,t = α0 +
15

∑
i=−15,i6=−1,−2

αiMBLs,t + γ1CULaws,t +βt +δz + εz,s,t (2)

The two panels of Figure 12 display the event study figures for state and federal chartered banks

per capita with 95% confidence intervals. While there appears to be somewhat of an increase in both
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state-chartered and federally-chartered banks in the long-run, there are no statistical differences at the

95% level and there are no statistical differences from the pre-period estimates. While these estimates are

noisy, there is no clear supply-side response by firms to changes in state laws.

6.1 Spillover Effects

Our findings so far suggest that there is an increase in the likelihood of being banked in the short-run that is

not sustained in the long-run. In addition, there does not appear to be an increase in state chartered banks

due to the policy. While we suspect that youth induced into solo accounts due to the policy change are

unlikely to have substantial assets to save in their teenage years, it could still be in banks’ best interests

to offer minor accounts if the policies increase assets in state chartered banks in the long-run or if the

policies have spillover effects for other individuals with more assets (e.g., siblings or parents). We test

whether or not state- and federally- chartered bank assets change due to the policy in the same event

study style specification as in Equation 2. However, the asset data from the FDIC is at the state level from

1994-2018.

Figure 13 shows that there are no changes in state-chartered bank assets after the policy in the short-

or long- run. However, these estimates are noisy, with 95% confidence intervals always containing zero,

but ranging widely in potential effect sizes.

7 Conclusions

Overall, we see a pattern of states changing to policies to make minor-owned bank accounts more acces-

sible is associated with people being more likely to be banked and less likely to use high cost financial

services. These estimates are based on comparisons over time within and between states, and are robust

to added controls and other tests. The effects appear to be driven by younger people owning accounts

at younger ages, and especially those who are not college bound. These young people, since they are

not targeting post-secondary education, are likely working, earning income and using their accounts to

manage their finances earlier in life than similar young people in states without minor banking services.

We cannot observe if this is a shift from joint or custodial accounts to minor owned accounts, or a general

increase in all types of account use, however. The continued use of bank accounts is consistent with

banking relationships being ‘sticky’; due to trust factors, or transaction costs, young customers in states
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with minor accounts have accounts at higher rates. We cannot measure if this equates into brand loyalty

or greater use of other financial products at these firms, but it does appear these young people in states

with minor bank accounts are less likely to use non-bank financial products.

The trend of higher responses to the availability to minor accounts among those with only high

school only education could be consistent with these young people begin from families where parents

have lower levels of education. These individuals may otherwise co-own an account with a parent or

guardian who is not financially literate.

Our estimates imply that due to the MBLs, those 18-25 are 6 percentage points more likely to be

fully banked. The average rate of being fully banked for those in non-MBL states was 62.7 percent. If

the state governments of the remaining six states (and the District of Columbia) without policies were

to change the law such that minors could have accounts in state-chartered banks, this would result in an

additional 150,000 18-25 year olds (or 260,000 15-25 year olds) being banked. Roughly 100,000 fewer

18-25 year olds (or 175,000 15-25 year olds) would participate in alternative financial services due to the

policy change.

We are not able to approximate what a federal policy change might mean for the use of bank accounts

by minors, meaning all banks and credit unions could offer accounts to 15 year olds independent of their

parents or guardians. There are about 2.6 million youth age 15 to 17 in the U.S., of whom about 750,000

will work at some point before turning age 18. Developing banking regulations that allow deeper financial

inclusion for this group could potentially benefit this population, especially if they are working. Based

on our study, some portion of this population has pent-up demand for minor-owned accounts.

These are relatively low-cost policies for society, yet may produce positive externalities in terms of

greater economic engagement and fewer financial problems. Policies that expand access to minor bank

accounts may be worth encouraging as a means to greater financial inclusion for young people in general.

Offering accounts to youth could have a public goods aspect, if having an account improves financial

literacy and decision making that has positive spillovers for communities.
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8 Tables and Figures

Table 1: Why young adults (≤ 29) report being unbanked?

Main reason unbanked Percent
Do not have enough money 32.39
Do not trust banks 13.70
Account fees too high 10.37
ID, credit, or former bank account problems 5.76
Inconvenient hours 3.97
Avoiding bank gives more privacy 3.33
Account fees unpredictable 2.30
Banks do not offer needed products or services 2.18
Inconvenient locations 2.18
Other or unknown reasons 23.82
Notes: Data from the 2015 and 2017 FDIC Un(under) banked Survey.

Figure 1: Fully Banked by Age

Notes: Data from the FDIC Unbanked/Underbanked Survey 2009-2017. 95% confidence intervals for each mean represented in the
error bars. Fully banked = 1 if the individual has a checking or savings account and does not use alternative financial services.
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Table 2: State Minor Account Credit Union and Banking Laws

Bank Credit Union State
Federal Bank Credit Union State

Federal
State Law Law State Law Law
AL 1980 1927 3.26 MT 1977 1975 0.59
AK 1993 1980 0.02 NE 1996 0.02
AZ 1973 1990 0.05 NV 1999 1975 0.01
AR 1997 1947 0.11 NH 2015 1965 0.06
CA 2012 1983 0.01 NJ 1948 1984 0.37
CO 2003 1963 0.03 NM 1963 1987 0.01
CT 1995 0.20 NY 2002 1996 1.10
DE 1953 1.13 NC 2012 0.06
DC 0.30 ND 2009 1935 0.01
FL 1997 0.13 OH 1997 1987 0.12
GA 2017 1974 0.11 OK 2000 1941 0.01
HI 1993 1993 1.35 OR 2015 1999 0.08
ID 1977 0.04 PA 1933 0.06
IL 1965 2012 0.09 RI 1995 0.06
IN 1977 0.14 SC 1985 1996 0.03
IA 2002 2007 0.005 SD 1969 0.03
KS 2015 1929 0.003 TN 1969 1923 0.21
KY 2006 1984 0.07 TX 1997 1997 0.03
LA 1985 1950 0.70 UT 1996 0.18
ME 2007 0.03 VT 2001 0.09
MD 1980 0.10 VA 2010 1950 0.10
MA 2014 0.03 WA 1981 0.04
MI 1909 2004 0.64 WV 1969 0.40
MN 1985 1925 0.01 WI 1971 0.11
MS 1942 1972 0.56 WY 1977 0.02
MO 1967 1959 0.003

Notes: Year marks the year the laws were passed to allow for independently-owned minor accounts. State
Federal is the ratio of state bank

assets to federal bank assets in the given state in 2000.
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Table 3: Summary statistics across states with and without policies for those 25 and under

No MBL MBL Total
Fully banked 0.627 0.593 0.604

(0.484) (0.491) (0.489)
Unbanked 0.095 0.122 0.113

(0.293) (0.327) (0.317)
Underbanked 0.274 0.278 0.277

(0.446) (0.448) (0.448)
Used AFS 0.424 0.464 0.451

(0.494) (0.499) (0.498)
Married couple 0.157 0.190 0.180

(0.364) (0.392) (0.384)
Unmarried female-headed family 0.166 0.199 0.189

(0.372) (0.399) (0.391)
Unmarried male-headed family 0.100 0.136 0.125

(0.300) (0.343) (0.330)
Female individual 0.263 0.218 0.232

(0.440) (0.413) (0.422)
Male individual 0.309 0.248 0.267

(0.462) (0.432) (0.442)
Black 0.139 0.126 0.130

(0.346) (0.332) (0.336)
Hispanic 0.104 0.191 0.164

(0.305) (0.393) (0.370)
Asian 0.041 0.065 0.058

(0.198) (0.247) (0.233)
White 0.709 0.596 0.631

(0.454) (0.491) (0.483)
Age 22.72 22.49 22.57

(2.056) (2.186) (2.149)
Observations 1,745 3,888 5,633

Notes: Data from the FDIC Unbanked/Underbanked Survey 2009-2017. Means reported with standard deviations in parentheses.
Fully banked = 1 if the individual has a checking or savings account and does not use alternative financial services.
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Figure 2: Minor Account Laws

Notes: Year represents the passage of laws allowing minors (15-17) to have solo checking or savings accounts in state-chartered
banks. States in grey never pass the policy and serve as our main control group.

Table 4: Predicting State Implementation of Laws Allowing Minor-owned Bank Accounts

Dependent Variable=1 if MBL was passed in given year
Financial education requirement -0.00317 (0.059)
Governor is Democrat -0.03390 (0.032)
Unemployment rate 0.00376 (0.020)
State-charter credit union members per capita 0.50434 (0.687)
Federal-charter credit union members per capita 0.37759 (0.647)
Number of banks per 100,000 people -0.00024 (0.000)
Medicaid beneficiaries per 100,000 people -0.01185 (0.007)
SSI beneficiaries per 100,000 people -0.22458 (0.174)
Gross state product (100 millions) 0.00011* (0.00049)
Food stamp beneficiaries per 100,000 people 0.00122 (0.011)
Poverty rate 0.00146 (0.006)
Population (in millions) 0.02961 (0.067)
Observations 1,030

Notes: Robust standard errors clustered at the state-level in parentheses. Data from the National Credit Union Foundation and the
University of Kentucky Poverty Center. Years include 1980-2015.
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Figure 3: State ratio of state to federally chartered bank assets, 2000

Notes: Data from the FDIC Institutional Records, 2000. State-level aggregated state-chartered bank assets are reported as a
fraction of state-level aggregated federally-chartered bank assets .

Table 5: Testing for pre-trends

DV =1 if the individual is fully banked
Age ≤ 20 Age ≤ 25 Age ≤ 29

(1) (2) (3)
MBL (t-5) -0.0379

(0.0282)
MBL (t-4) -0.0157 -0.00960

(0.0418) (0.0206)
MBL (t-3) -0.0747 -0.0426 -0.0577∗∗

(0.0791) (0.0291) (0.0233)
MBL (t-2) -0.0784 0.0282 -0.0193

(0.0850) (0.0309) (0.0213)
MBL 0.151∗∗ 0.0563∗∗ 0.00949

(0.0552) (0.0269) (0.0142)
N 644 5,094 14,453

Notes: Robust standard errors clustered at the state level in parentheses. Fully banked means the individual has a checking or
savings account and does not use alternative financial services. A flexible event study approach is used here, estimating a variation
of Equation 1 with additional pre-periods interacted with the presence of an eventual MBL. Earliest period includes all other
previous periods. Excluded category is t-1. MBL is the post period. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

26



Ta
bl

e
6:

R
ob

us
tn

es
s

of
ef

fe
ct

s
to

st
at

e
lin

ea
rt

im
e

tr
en

ds
an

d
st

at
e

qu
ad

ra
tic

tim
e

tr
en

ds

D
ep

en
de

nt
V

ar
ia

bl
e

=1
if

th
e

in
di

vi
du

al
is

fu
lly

ba
nk

ed
an

d
ze

ro
ot

he
rw

is
e

A
ge
≤

20
A

ge
≤

25
A

ge
≤

29
(1

)
(2

)
(3

)
(4

)
(5

)
(6

)
(7

)
(8

)
(9

)
M

B
L

0.
17

3∗
∗

0.
19

7∗
∗

0.
27

8∗
0.

06
12
∗∗

0.
03

28
0.

05
64
∗

0.
02

71
-0

.0
00

94
3

-0
.0

09
80

(0
.0

61
7)

(0
.0

87
6)

(0
.1

36
)

(0
.0

29
2)

(0
.0

33
4)

(0
.0

31
4)

(0
.0

16
0)

(0
.0

15
2)

(0
.0

19
2)

N
64

4
64

4
64

4
5,

09
4

5,
09

4
5,

09
4

14
,4

53
14

4,
53

14
,4

53

C
ol

le
ge

on
ly

M
B

L
0.

02
28

0.
01

87
-0

.1
74

0.
03

31
0.

00
41

7
0.

05
24

0.
03

03
0.

00
29

4
0.

00
21

7
(0

.1
12

)
(0

.2
59

)
(0

.4
19

)
(0

.0
35

8)
(0

.0
41

4)
(0

.0
56

3)
(0

.0
20

8)
(0

.0
23

0)
(0

.0
25

8)
N

26
3

26
3

26
3

3,
14

0
3,

14
0

3,
14

0
9,

43
0

9,
43

0
9,

43
0

N
o

C
ol

le
ge

on
ly

M
B

L
0.

20
5∗
∗

0.
28

8∗
∗∗

0.
40

3∗
∗

0.
11

0∗
∗

0.
06

48
0.

05
30

0.
02

25
-0

.0
08

58
-0

.0
34

4
(0

.0
71

8)
(0

.0
84

0)
(0

.1
46

)
(0

.0
42

2)
(0

.0
52

6)
(0

.0
60

6)
(0

.0
23

4)
(0

.0
30

4)
(0

.0
43

6)
38

1
38

1
38

1
1,

95
4

1,
95

4
1,

95
4

5,
02

3
5,

02
3

5,
02

3
C

on
tr

ol
s

In
cl

ud
ed

:
St

at
e

fix
ed

ef
fe

ct
s

Y
Y

Y
Y

Y
Y

Y
Y

Y
Su

rv
ey

ye
ar

fix
ed

ef
fe

ct
s

Y
Y

Y
Y

Y
Y

Y
Y

Y
Y

ea
r1

5
fix

ed
ef

fe
ct

s
Y

Y
Y

Y
Y

Y
Y

Y
Y

St
at

e
un

em
pl

oy
m

en
tr

at
e

Y
Y

Y
Y

Y
Y

Y
Y

Y
St

at
e

lin
ea

rt
re

nd
s

N
Y

Y
N

Y
Y

N
Y

Y
St

at
e

qu
ad

ra
tic

tr
en

ds
N

N
Y

N
N

Y
N

N
Y

N
ot

es
:

ro
bu

st
st

an
da

rd
er

ro
rs

cl
us

te
re

d
at

th
e

st
at

e
le

ve
li

n
pa

re
nt

he
se

s.
St

at
e

tr
en

ds
ar

e
cr

ea
te

d
us

in
g

th
e

ye
ar

th
e

in
di

vi
du

al
tu

rn
ed

15
.M

in
or

L
aw

eq
ua

ls
on

e
if

th
e

in
di

vi
du

al
w

as
ov

er
15

bu
tu

nd
er

18
th

e
ye

ar
s

af
te

rt
he

la
w

to
ok

ef
fe

ct
an

d
ze

ro
ot

he
rw

is
e.
∗

p
<

0.
10

,∗
∗

p
<

0.
05

,∗
∗∗

p
<

0.
01

27



Figure 4: Effects of Minor Account Laws on Fully Banked by Age

Notes: Each point represents an estimate and 95% confidence interval of α1 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect. Fully

banked = 1 if the individual has a checking or savings account and does not use alternative financial services.
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Figure 5: Effects of Minor Account Laws on Employment by Age

Notes: Each point represents an estimate and 95% confidence interval of α1 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect.

29



Figure 6: Effects of Minor Account Laws on Unbanked by Age

Notes: Each point represents an estimate and 95% confidence interval of α1 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect.
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Figure 7: Effect of Minor Account Laws on AFS use by Age

Notes: Each point represents an estimate and 95% confidence interval of α1 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect.
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Figure 8: Effects of Minor Account Laws on Banked by Age and Education

Notes: Each point represents an estimate and 95% confidence interval of α1 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect. The
samples are split by those who have no college and those with some college or more. Fully banked = 1 if the individual has a
checking or savings account and does not use alternative financial services.
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Figure 9: Effects of Minor Account Laws on AFS by Age and Education

Notes: Each point represents an estimate and 95% confidence interval of α1 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect. The
samples are split by those who have no college and those with some college or more.

33



Figure 10: Effects of MBL on Banked by Age and Fraction of State-Chartered to Federal Chartered Banks
in 2000

Notes: Each point represents an estimate and 95% confidence interval of α1 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect. The
samples are split by the median fraction of state-chartered to federal bank assets in 2000 (0.07). The split can be seen in Figure 3
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Figure 11: Placebo Test of MBL on Banked by Age
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Figure 12: Effects of MBLs on State and Federal Banks

Notes: Each point represents an estimate and 95% confidence interval of αi from equation 2, where i represents each period pre
and post in two year increments. The excluded group are the two periods before passage i = −1 and i = −2. 15 years prior
includes years over 15 years before the passage of MBL, and 15 years post includes over 15 years after the passage of MBL. The
outcome variables are the number of state and federal banks per one thousand residents, respectively. Data are from the FDIC from
1994-2018.
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Figure 13: Effects of MBLs on State and Federal Bank Assets

Notes: Each point represents an estimate and 95% confidence interval of αi from equation 2, where i represents each period pre and
post in two-year increments. The excluded group are the two periods before passage i = −1 and i = −2. 15 years prior includes
years over 15 years before the passage of MBL, and 15 years post includes over 15 years after the passage of MBL. The outcome
variables are the amount of state assets per one hundred thousand residents and federal bank assets per one million residents. Data
are from the FDIC from 1994-2018.
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Table 7: Testing for pre-trends, heterogeneity

DV =1 if the individual is fully banked
Age ≤ 20 Age ≤ 25 Age ≤ 29 Age ≤ 20 Age ≤ 25 Age ≤ 29

College No College
MBL (t-5) -0.0334 -0.0465

(0.0317) (0.0470)
MBL (t-4) 0.00261 -0.0203 -0.0302 -0.0167

(0.0413) (0.0231) (0.0650) (0.0388)
MBL (t-3) -0.0726 0.00446 -0.0359∗ -0.102 -0.0735 -0.0900

(0.105) (0.0326) (0.0195) (0.122) (0.0622) (0.0640)
MBL (t-2) -0.0829 0.0421 -0.0309 -0.0839 -0.00973 0.00639

(0.126) (0.0375) (0.0218) (0.105) (0.0519) (0.0416)
MBL 0.0183 0.0362 0.0167 0.174∗∗ 0.0965∗∗ -0.00445

(0.102) (0.0356) (0.0199) (0.0739) (0.0409) (0.0266)
N 263 3140 9430 381 1954 5023

< Median Assets > Median Assets
MBL (t-5) -0.0656∗∗ 0.0969∗∗∗

(0.0275) (0.0158)
MBL (t-4) -0.0555 0.00606 0.0998∗∗ -0.0172

(0.0531) (0.0294) (0.0393) (0.0261)
MBL (t-3) 0.0195 -0.0580 -0.0706 0.0891 0.0369 0.0177

(0.107) (0.0471) (0.0423) (0.148) (0.0512) (0.0324)
MBL (t-2) 0.0108 0.0251 0.00523 0.197 -0.0568 -0.0724

(0.111) (0.0425) (0.0260) (0.177) (0.106) (0.0448)
MBL 0.0514 0.0455 0.0130 0.427∗∗∗ 0.0941∗∗ 0.00604

(0.0454) (0.0351) (0.0178) (0.0509) (0.0291) (0.0222)
N 458 3368 8293 186 1726 6160

Notes: robust standard errors clustered at the state level in parentheses. Earliest period includes all other previous periods. Excluded
category is t-1. MBL is the post period. ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01
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9 Appendix

Figure 14: Effects of Unemployment Rate at age 15 on Banked by Age

Notes: Each point represents an estimate and 95% confidence interval of α3 from equation 1, where we estimate the equation
separately for each age category. Each age bin includes all preceding bins (e.g., 20 =≤ 20) to capture a cumulative effect.
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