The Power of Financial Literacy Education
“Financial Literacy as America’s first Silver Right in an economic era.”

In a September, 2003 speech, U.S. Federal Reserve Chairman Alan Greenspan said, “…in June, I had the opportunity to discuss financial matters with a sixth-grade class that had begun a financial education program sponsored by Operation HOPE, a national nonprofit organization. 

The children's surprisingly precocious questions demonstrated an ability and a desire to learn more about the fundamental principles of money and banking. This encounter and countless others in classrooms and community centers across the country indicate that, in the long run, better basic education at home and in elementary and secondary schools can provide the foundation for a lifetime of learning. But not all have risen to the level of that sixth-grade class. We need to exert special effort to improve the skills and earning power of those who appear to be falling behind.”
Here’s Why:

The Larger Economy & Middle Class America

· 80% of the U.S. economy is consumer driven, 80% of the government receipts for the State of California, are generated from income and sales tax, and yet no one is teaching our children 101 skills – the basics of a checking account, a savings account, and the importance of credit and investment,  insurance, and the history of banking and financial services in this country.
· According to 2001 CNN special report, half of all Americans  were living from paycheck to paycheck, and by 2004, according to the Wall Street Journal, that number was up to 70% of all Americans.
· Middle class 30 years ago was one parent working, while one parent stayed home as a Domestic Engineer. Today middle-class is two parent’s working, the television and popular culture is raising your child, and you aren’t making anymore money!

· If you are living in a major city such as Los Angeles or New York City, and make less than $50,000 annually, you are struggling to make ends meet!
· Nearly a quarter of Americans would be late on mortgages, rent or other bills if a single paycheck were even delayed, according to a 2003 poll by Automatic Data Processing.
· The proportion of disposable personal income that Americans are putting into savings was about 8% in the 1970’s but has tumbled to less than 4% today, according to the National Center for Policy Analysis.

· The number one cause for divorce in America – is money. And according to the ABA Education Foundation 58% of teens get their lessons about money from home.
· According to the U.S. Department of the Treasury, more people filed for bankruptcy in 2002 than graduated from college in 2002 – a shocking statistic.





Our Youth Generation
· Many rightly put our hope in our kids – the leaders of tomorrow.

· Impressively, American teens spend $172 billion annually, or more than $100 per week on average. (LA Times).  

· Well positioned teens stand to inherit $12 trillion over the next 20 years.
















· But wait. According to the Jump$tart Coalition, more than one million Americans filed for bankruptcy in 2000, and according to government statistics there were more than 1.5 million non-business bankruptcies in 2003 – the highest on record – up from 289,000 non-business filings in 1980 (American Bankruptcy Institute); and the fastest growing group of bankruptcy filers are (consistently) young adults, between 18-24 years of age.









· We are talking about a 50% increase in Bankruptcies amount young people age 25 and under. The fastest growing segment!












· 1/3rd of all college seniors have no idea how they will make the first payment on their student loans.


· The average senior in college has four credit cards,  approximately $7,000 in consumer debt and no job!












· The average college junior receives numerous unsolicited credit card offers in the mail annually, has approximately $3,000 in college debt.











· The average college student graduates college, according to Jump$tart Coalition, with an average of $20,000 of combined consumer debt and student loans.









· In a year 2000 study conducted by the Jump$tart Coalition and the National Endowment for Financial Education, students in all fifty states were asked 30 multiple-choice questions on money management, savings, investment, and credit. The compiled results confirmed an average failing score of 51.9 percent.  Of all students polled, only 6.7 percent achieved a “C” or higher.







 


· Based on the results of the test, it was concluded that the majority of America’s young adults are not prepared to make sound financial decisions.













· According to the Jump$tart Coalition for Personal Financial Literacy, 90% of high school graduates receive no personal finance education. 








· Against this backdrop you have schools such as Grossmont High School in El Cajon, California, where administrators have purchased and installed an ATM machine on campus.  Principal reason – convenience for youth, and more than $2,000 in bounced checks from parents. 










· One-fifth of teenagers have debit cards. That’s 4% of students 12 to 15 years old that have cards, compared with 57% of 18 and 19 year olds (USA Today).








The Unbanked in America

· As it relates to adults, twelve million households in the United States have no formal banking relationship and conduct their financial transactions through alternative, expensive mediums such as check cashers, pawn shops, payday lenders and predatory lenders for mortgages. 

· More than $180 billion in annual financial transactions are conducted through check cashers, pawnshops and payday lenders. 

· This widespread use of non-traditional banking services is much the result of a lack of financial literacy education. Many of the consumers who use these non-traditional sources of financing are low wealth workers with no family history of home ownership.   









The New Face of Homelessness.

· The Conference of mayors survey found that 41% of the homeless are families with children in 2004, up from 34% in 2000.













· The Urban Institute reports that 23% of the homeless are children.















· In New York City the number of homeless families jumped 40% from 1999 to 2002.











· An estimated 3.5 million people are likely to experience homelessness in a given year, the Urban Institute reports, and people remain homeless for an average of six month, according to the Conference of Mayors survey. I personally know this to be true because I was homeless for six months of my life, at 18 years of age.






· Or what some are calling the suit and tie homeless, such as the story of a job trainer at Goodwill Industries of Kentucky, who reported that one of his homeless clients lost his job, had no safety net and is living in his Mercedes, which oddly enough is paid for, while he seeks gainful employment.



· Or the slow motion slide from a version of the American Dream, into real homelessness and a living nightmare.  For people like William and Sue Kamstra, it took a mere five months to lose everything. 









· The couple and their three children were living in a three bedroom home n Bellflower, California. They had a two-car garage and fruit trees in the backyard. He earned more than $40,000 a year working in customer service, providing operational support in the music division of Yamaha. 

· But then, as it always happens at some point, they were beset by personal financial problems, which caused them to miss house payments. 

· Their home was foreclosed upon.

· They planned to rent an apartment, but then William lost his job, and they were unable to get back on their feet. 

· An accident left their van totaled, so they had no way to get around.

· They stored their belongings and moved to a hotel until their money ran out in June (04). 
· Now, they spend their nights at the Union Rescue Mission, a Los Angeles shelter.









The Facts
· According to the Office of the Comptroller of the Currency in their Fall 2000 newsletter featuring our Banking on Our Future program, “…money management skills, including balancing a checkbook and an understanding of credit, should be given greater attention in the educational process.”












· U.S. Department of Commerce statistics, confirming that 75% of all youth today under the age of 10 are ethnic minority children, further illustrate and underscore the necessity for a massive and ongoing injection of financial literacy education in America’s urban and low-wealth communities… NOW.







· Banking on Our Future is the only national urban delivery platform for financial literacy in the country, having educated more than 125,000 youth utilizing more than 1,200 volunteer banker-teacher HOPE Corps members, and operating in 10 major U.S. cities and the District of Columbia. 











· In 2004, Operation HOPE has set an ambitious and visionary new goal for Banking on Our Future in America; educate 5 million youth and young families over 5 years, in the top 10 urban cities in America, utilizing a team of 25,000 recruited HOPE Corps members nationwide.













· A 2003 survey by the Federal Reserve Bank of Boston showed that test scores of 35 students in the Dearborn After-School Academy (DASA) at Dearborn Middle School, improved by 700 percent after being taught the "Banking on Our Future" modules in four one-hour sessions over the course of four weeks, by volunteer banker-teachers from the Federal Reserve Bank of Boston and the Federal Deposit Insurance Corporation (FDIC).

List of Major Partnerships for Banking on Our Future

· FDIC and Money Smart








· Federal Reserve System








· Federal Reserve District Banks


· National Credit Union Administration






· U.S. Department of Education







· U.S. Department of Veteran Affairs






· Citibank


· ING Group








· Wells Fargo & Co.









· E Trade Bank










· Bank of America









· Deutsche Bank










· Banco Popular









· Bank of the West









· PNC Bank











· Union Bank of California








· Fremont Investment & Loan








· Washington Mutual Bank








· State Farm General Insurance Company





· America’s Community Bankers







· Consumer Bankers Association







· American Bankers Association Education Foundation



· Independent Community Bankers Association





· Association of California Life & Health Insurance Companies

· New York Bankers Association







· Oregon Bankers Association


· California Independent Community Bankers





· New York State Banking Department






· State of California Department of Banking Institutions



· District of Columbia Department of Banks and Financial Institutions



· Los Angeles Unified School District “Beyond the Bell” Program


· City of New York Department of Youth and Community Development/Beacon Schools






· City of Boston Public Schools







· State of Maryland Department of Education





· William Jefferson Clinton Foundation






· Oprah’s Angel Network

· The Weinberg Foundation

· (Partial List)
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