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Foreword, Part 1

Taking Ownership of the Future

The Financial Literacy and Education Commassion

Today’s increasingly complex financial
services market offers consumers a vast
array of products, services, and providers
to choose from to meet their financial
needs. While this degree of choice
provides consumers with a great number
of options, it also requires that they be
equipped with the information, knowledge,
and skills to evaluate their options and
identify those that best suit their needs
and circumstances. This is especially the
case for populations that have traditionally
been underserved by our financial system.

Financial education also is essential to help
consumers understand how to prevent
becoming involved in transactions that
are financially destructive, how to avoid
becoming victims of fraud, and how

to exercise their consumer protection
rights. Financial literacy can empower
consumers to be better shoppers,
allowing them to obtain goods and
services at lower cost. This optimizes
their household budgets, providing
more opportunity to consume and save
or invest. In addition, comprehensive
education can help provide individuals
with the financial knowledge necessary
to create household budgets, initiate
savings plans, manage debt, and make
strategic investment decisions for their
retirement or their children’s education.
Having these basic financial planning
skills can help families to meet their
near-term obligations and to maximize
their longer-term financial well being.

In 2003, Congress established the Financial
Literacy and Education Commission

(the Commission) through passage of

the Financial Literacy and Education
Improvement Act under Title V of the Fair
and Accurate Credit Transactions (FACT)
Act of 2003 (P.L. 108-159). Congress
designated the Treasury Department’s
Office of Financial Education to lend its
expertise and provide primary support to
the Commission, which is chaired by the
Secretary of the Treasury. In addition to
the Treasury Department, the following
Federal agencies are represented on

the Commission: The Federal banking
agencies (as defined in Section 3 of the
Federal Deposit Insurance Act)—the
Office of the Comptroller of the Currency
(OCC), the Board of Governors of the
Federal Reserve System (FRB), the Federal
Deposit Insurance Corporation (FDIC),
and the Office of Thrift Supervision
(OTS)—the National Credit Union
Administration (NCUA), the Securities
and Exchange Commission (SEC),

each of the Departments of Education,
Agriculture (USDA), Defense (DOD),
Health and Human Services (HHS),
Housing and Urban Development (HUD),
Labor (DOL), and Veteran Affairs (VA),
the Federal Trade Commission (FTC),

the General Services Administration
(GSA), the Small Business Administration
(SBA), the Social Security Administration
(SSA), the Commodity Futures Trading
Commission (CFTC), and the Office

of Personnel Management (OPM).
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Congress charged the Commission

to “improve the financial literacy and
education of persons in the United States
through development of a national
strategy to promote financial literacy and
education.” The statute also provides for
a yearly re-examination of the progress of
that strategy. This document represents
the first step in the evolutionary process
of crafting and refining a framework

for a national strategy for improving

the financial literacy and education of
Americans. Under the terms of the statute,
the Commission will annually review the
National Strategy and make changes and
recommendations as it deems necessary.

Title V, Section 514 of the FACT Act
states, in part, that the strategy “shall
provide for participation by state and local
governments and private, nonprofit, and
public institutions in the creation and
implementation of such strategy.” This
mandate recognizes that both the private
sector and the public sector are essential
to improving financial literacy in America.
In adherence to this mandate, the
Commission sought input from financial
education providers and examined
resources of the Federal, state, and local
governments, nonprofit organizations,
academia, and the private sector.

The Commission has met as a body every
four months since it was established in
January 2004, inviting representatives from
an array of financial education sources

to present information on particular
programs to inform the Commission
membership. The Commission also called
for public comment on August 26, 2004,
and in response, over 150 individuals

and organizations replied. In an effort

to obtain more information and detail
from these respondents, the Commission
held six sector-specific public meetings,
inviting those who had submitted written

comments to present more information.
Many used their own resources to

travel to Washington, D.C. to attend
these meetings and others were able to
participate by telephone. The Commission
is grateful to the participants for their
thoughtful comments and willingness to
share knowledge and opinions. Both the
Federal Register notice and the summaries
of these meetings are included in the
Appendices to the Strategy. Many of the
elements in this Strategy document were
contributed by meeting attendees.

It is clear that there is a myriad of ongoing
financial education efforts within the
United States, targeting a wide variety

of topics and audiences and employing
various strategies to deliver financial
education. Some of the efforts that

the Commission identified represent
background research that was instrumental
in developing a framework for the
National Strategy. Sponsored by Federal,
state, and local government agencies,
private entities, nonprofit organizations,
and institutions of higher learning, these
and many other programs respond to

the financial literacy and education

needs of many different segments of our
population. One fundamental challenge
to improving financial education centers
on reaching those who lack the awareness
of the availability of such resources,

who may not have the time to improve
their level of financial education, or for
whom existing information resources are
inaccessible or inadequate. Americans may
be unable to take advantage of existing
educational resources for a variety of
reasons, including lack of Internet access,
language barriers, or because they are

not the targets of traditional methods

of dissemination. One major and over-
arching goal of the National Strategy, then,
must be to make it easier to access and use
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helpful, appropriate, and timely financial
education information, in a format
most useful to the intended recipient.

Another challenge that represents an
opportunity for the Commission is helping
Americans discern the difference between
financial education and marketing.
Occasionally, a company may try to

deliver financial education in marketing
materials for financial products or services.
This may blur the distinction between

the sales information and the important
financial literacy points. That blurring
may make it more difficult for consumers
to evaluate products and determine if

the information is accurate and complete
or whether the provider is unbiased or
whether the information provided is
clouded by potential financial gain.

This is not a simple task. Personal financial
management is an extremely complex
matter that requires significant resources
and commitment by consumers to
understand and evaluate the multitude

of products available in the broad
financial services market. In addition,

the marketplace is constantly changing,
with new products, services, and providers
emerging to meet consumer demand. As

a result, the range of topics and issues that
consumers must evaluate is vast and ever-
growing. Financial education efforts should
aim at helping consumers understand and
select the products and services that best
suit their needs, goals, and circumstances.
Providing effective financial education
presents great challenges not only because
of the complexity of the issues surrounding
the need for financial education, but also
the individualistic nature of the approach
necessary to address those issues. As a
result, another goal of the National Strategy
is to help consumers identify reliable

and unbiased sources of information

and equip them with the skills needed to

choose reliable products and services.

Given the important role of financial
education in promoting financial
well-being, there is a long-standing
commitment to financial education

from government, private industry, and
nonprofit organizations. Marshaling that
commitment and organizing efforts to
produce the best possible result is the
greatest challenge of all, and one that can
be addressed through a national strategy.
The Commission has concluded that an
effective national strategy must encompass
four crucial areas, set forth below. Future
evaluations of this strategy will focus upon
reviewing progress in and refining the
articulation of these major strategic areas.

1. Building Public Awareness of Available
Resources

Improved financial literacy among all
Americans requires an increased public
awareness of the issues, as well as the
many state, local, and national resources
that are available for financial education.
One theme that emerged from the
Commission’s sector-specific meetings
was the realization that the Federal
government must make its financial literacy
resources more easily available. This is
important in order to better leverage
existing financial education resources
and avoid overlap or duplication.

The Commission has established an
information distribution infrastructure
which will help increase public awareness
of the resources available within the
Federal government by establishing
MyMoney.gov, a clearinghouse for
financial literacy materials. This Web site
contains links to free financial literacy
and educational materials produced by
Commission members. MyMoney.gov
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also provides links to selected .edu sites
maintained by publicly funded colleges
and universities affiliated with the USDA
Cooperative State Research, Education,
and Extension Service (CSREES), as well as
.org sites affiliated with government entities
such as the Federal Reserve Banks, to
ensure that valuable financial information
and learning tools are available from sites
beyond Federal government agencies.

The goal of the MyMoney.gov Web site

is to provide a convenient and accessible
source for credible and free resources. The
Web site now contains useful information
for individuals who are facing an array

of financial needs, such as balancing

a checking account, shopping for a
mortgage or auto loan, researching ways

to pay for a college education, reviewing
credit card statements, putting money away
for retirement, understanding a credit
report, or simply deciding whether to pay
cash or to charge a purchase. It contains
information on how to understand,
evaluate, and compare financial

products, services, and opportunities

and assists investors in understanding

how to proceed when they encounter
difficulties with market intermediaries.
Although the Web site is arranged to be
accessible and helpful to consumers, it

also will make it easier for community
educators and nonprofit organizations

to find and use those same resources,
reducing costs of needless duplication.

An immediate byproduct of the
establishment of MyMoney.gov has been
to more clearly identify the financial
literacy resources that are currently
available from Commission members.
This important step will facilitate each
Commission member’s analysis of whether
there are areas of needless overlap and
duplication within this body of financial
education materials. Existence of the

Web site, with materials arranged by
subject matter instead of by Commission
member, will greatly facilitate coordination
of efforts to promote financial literacy.
Creation of the Commission has brought
into focus the fact that financial literacy
involves a multiplicity of issues that

must be addressed. The Commission
meetings, public comments, and sector-
specific gatherings have highlighted the
range of issues that are involved. Each
Commission member has unique areas

of expertise and will promote the various
facets of financial literacy that fall within
the expertise that resides in each agency.
As additional materials are developed
and linked to from MyMoney.gov, each
Commission member can learn from and
build upon the shared expertise of others.

The Commission also has established
a tollfree number, 1-888-MyMoney, to
disseminate a variety of educational
materials found on the Web site to
those who are unable or unwilling to
use the Internet. By establishing one
central source for all of these financial
literacy and education materials, the
Federal government can ensure that
consumers and educators alike have
easy access to accurate, up-to-date,
and easy-to-find information and
resources on financial matters.

Congress has charged the Secretary of the
Treasury with developing, implementing,
and conducting a pilot national public
service multimedia campaign to enhance
the state of financial literacy and education
in the United States. This multimedia
campaign will be an integral part of the
strategy for raising public awareness of the
importance of the issue and for informing
Americans about where they can obtain
high-quality, timely information on a wide
variety of financial issues. This campaign
will be an effective tool to actively market
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the MyMoney.gov Web site and the 1-888-
MyMoney toll-free number. By using direct
and creative messaging, an effective media
campaign can help establish MyMoney.
gov and 1-888-MyMoney as the primary
portals to which consumers can turn when
they need to easily find financial education
materials on a wide range of important
financial topics. Using this multimedia
strategy, we can begin to build national
awareness of the many valuable, free
resources that are available to all citizens.

2. Developing Tailored, Targeted
Materials and Dissemination Strategies

Fortunately, a large variety of excellent
financial education materials exists. The
MyMoney.gov Web site catalogs a great deal
of neutral, unbiased information aimed
at educating consumers, enabling them
to obtain materials that can assist them
in making informed financial decisions.
Rather than creating new teaching
materials, these existing materials and
resources can be tailored for particular
audiences and distributed through
those organizations and dissemination
channels that are most trusted within
individual communities. A single-source
Web site, like MyMoney.gov, can help
educators maximize their use of free
financial education resources and
eliminate needless duplication of effort.

Improving the financial literacy of
Americans is not an action that occurs
through a one-size-fits-all approach.
People learn in many different ways, and
many of us benefit from hearing and
seeing educational messages repeated

in many different ways on different
occasions. Effective financial literacy and
educational efforts require materials that
reach and are clearly understood by the
intended audience. Tailored, targeted

resources are important to reach key
demographics, including unbanked
populations, multicultural and multilingual
communities, geographically remote
communities, and consumers with special
needs. It is important to appreciate that
dissemination channels differ widely
according to the message and intended
recipient, and what may appear to be
duplication of effort is often necessary in
order to reach different target audiences.
Needless duplication occurs only when
educators and others are unaware of

the existence of useable information.

Developing a wide variety of effective
channels is an important facet of the
financial literacy challenge. Information
can be disseminated in many settings,
including the workplace, schools, media,
and through community organizations.
Each venue offers valuable outlets for
reaching different demographic sectors.

A challenge to financial education

efforts is understanding that access to
information and programs does not always
result in positive consumer behavior.

For example, the workplace can be an
important channel in dissemination of
effective financial information. Access to
an employer-based retirement plan offers
an essential mechanism to facilitating
structured savings. However, the availability
of such a plan does not correlate to high
participation in such plans. In 2004, only
53.4 per cent of all full-time employees
participated in an employer-sponsored
retirement plan. In recognition of this,

in 2006, the Treasury Department and
DOL will co-host a roundtable with large
employers on retirement saving. Topics will
include successful strategies in integrating
the delivery of financial education into the
workplace and other options for increasing
participation and contributions in private
pensions, such as automatic enrollment. In

Foreword, Part I: Taking Ownership of the Future



The National Strategy for Financial Literacy

addition, the SBA, DOL, and the Treasury
Department are committed to conducting
outreach to small businesses, and will
continue to offer valuable resources on
retirement options to small firms. The SBA
will make available specific information

for small businesses on general retirement
issues by providing and online training

link that will be available on MyMoney.

gov by the second quarter of 2006.

Another key component of the financial
literacy challenge is to integrate financial
education into established curricula

for elementary, secondary, and post-
secondary learning institutions. Identifying
opportunities to incorporate financial
education in this manner can help young
Americans grow into financially educated
adults who are astute consumers and

who, in turn, impart this knowledge to
their children. This kind of financial
education can result in better household
budgeting and other critical life skills.

To help educators convey financial
education concepts as part of core subjects
such as math and reading, the Treasury
Department and the Department of
Education will partner to host a summit
focused on financial education integration,
teacher training, and related topics.

Financial issues and education vary across
cultures, and acquiring an understanding
of these differences is critical to
increasing the role of minority markets

in areas such as transaction accounts

and homeownership. For some, there is

a lack of trust of banks and government
agencies. Others have varying attitudes
toward spending and saving, and may

use intra-cultural financial mechanisms
such as peer lending and investing groups
within their communities. Still others may
adhere to religious restrictions, such as
the Islamic prohibition on the payment

of interest. In some communities, such
as Native American reservations and
ethnically concentrated neighborhoods,
there may not be an abundance of
financial institutions. These communities
seek specific strategies to help them
better secure the financial services
resources, while gaining the products,
underwriting, and delivery mechanisms
that are culturally compatible.

Community organizations can play an
important role in efforts to enhance the
delivery of financial education information.
For example, technology and innovation
have resulted in the creation of a plethora
of mortgage loan products that are
complex and possess features that may be
inappropriate, very risky, and financially
detrimental for some consumers, such as
adjustable rate mortgages and interest-only
loans where payment levels can change
dramatically over the term of the loan.

In addition, as the mortgage lending
market has become more competitive and
prolific, the emergence of unscrupulous
lenders has created concern regarding
predatory lending practices. While some
regulatory and legislative interventions
have been undertaken to thwart predatory
lending, financial education is a critical
component of protecting homeowner
equity. Community-based programs

can be effective in both promoting

and preserving homeownership. Local
homeownership initiatives can raise
awareness and move many individuals

and families closer to making the dream
of homeownership a reality. Similarly,
intervention at a community level for
homeowners in financial difficulty can
help mitigate the effect of predatory
lending for consumers and communities.
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3. Tapping into Public-Private and Private-
Private Partnerships

Improving the nation’s financial literacy
is not a task that can be undertaken
solely by the Federal government. To
the contrary, the majority of financial
education and skills-building activities
are those currently led by private-sector
organizations. Community involvement
can greatly enhance the effectiveness of
collaborative resource development and
dissemination efforts. Public-private and
private-private partnerships therefore
play an important role in equipping
consumers with needed financial skills.
Successful partnerships can efficiently
reach key audiences with high-quality,
unbiased information. These partnerships
can highlight the local successes of
financial literacy efforts and boost local
enrollment in and access to education
programs. Partnerships are valuable
components to any public awareness
effort initiated by the Commission, and
collaboration is a key part of the National
Strategy to improve financial literacy.

The area of homeownership is just

one of many in which public-private
partnerships can be particularly effective.
Between the second quarter of 2006

and the first quarter of 2007, HUD will
join with the Treasury Department to
host a series of meetings highlighting
the work of successful partnerships

that have advanced homeownership.

Partnerships within communities can be
effective at addressing the issues involved
with the many individuals in this country
who do not maintain traditional bank
transaction, credit, savings, or investment
accounts. The Treasury Department,
along with the FDIC, the NCUA, and the
OCC, will host a series of four regional
conferences to share best practices on

banking of the unbanked. The conferences
will take place between the second quarter
of 2006 and the third quarter of 2007

and will bring together community-based
organizations, financial service providers,
and Federal, state, and local regulators to
broker partnerships and discuss the latest
developments and strategies in bringing
people into the financial mainstream.

Partnerships have also been effective at
encouraging wealth building. Several
Commission members are among multiple
nonprofit groups, employers, financial
institutions, and government agencies who
are working in cooperative partnerships

at the local, state, or national levels

to encourage saving among low- and
moderate-income individuals. Government
participants include the FRB, OCC, SEC,
DOL, and CSREES, the Federal partner

in the Cooperative Extension System.

4. Research and Evaluation of Financial
Education Programs

While many excellent financial education
efforts are ongoing throughout the
nation, a theme repeatedly sounded in
public comment letters and during the
Commission’s sector-specific meetings is
that a systematic method of evaluation

of financial literacy programs does not
exist. Additionally, there is little research
on successful methods for financial
education. A broad and deep base of
research on financial education will

assist policymakers, as well as public

and private sector providers of financial
education, to improve the effectiveness
of their work on financial literacy. While
some good research has been conducted,
more can be done. From research comes
a shared body of knowledge on how

to best inform and educate different

and varied constituencies on financial
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education topics. Such research is essential
in developing and replicating programs
that are proven to achieve results and to
ensure the efficient use of resources.

Ideally, financial education programs
would strive to incorporate findings

from academic research that utilize both
qualitative and quantitative measures

to assess the effectiveness of financial
education programs. For consumers, these
data will offer confidence about programs
that work; for educators, the data will

offer guidelines for developing evidence-
based, quality materials; and for funders
of financial education, research provides
assurance of the optimization of resources.

To raise awareness of existing academic
research and to define what still needs
study, the Treasury Department, along
with the USDA and CSREES, will
convene a symposium of researchers
who specialize in financial education.
The symposium will result in a working
paper which will survey current financial
education research and also will identify
areas of potential future research.

Conclusion

The United States is not the only country
in the world to be engaged in a serious
analysis of the financial literacy and

educational needs of its citizens. Virtually
every other nation faces the same challenge
to increase the financial knowledge and
skill set of citizens to enable them to make
better financial decisions and avoid fraud.
As the process of developing National
Strategy continues, it will be important to
continue a dialogue with other nations

in an effort to learn from their efforts.

Reaching the goal of a financially
educated population will take time,

but the Commission is encouraged

by the many excellent programs and
partnerships currently working to
improve American financial literacy
levels. Part II of this Foreword contains
descriptions of representative programs
now in place across America. Of necessity,
this National Strategy contains merely

a small sampling of the many fine
programs in existence today. Yet each

of the programs described illustrates

the multitude of smaller efforts that
represent opportunities for learning and
partnership in contributing to the larger
national mosaic that comprises America’s
financial literacy and education effort.
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Foreword Part 11

lllustrative Programs

The Financial Literacy and Education Commassion

Established to improve financial literacy
and education among all Americans,
the Commission was created when

the Financial Literacy and Education
Improvement Act under Title V of

the FACT Act (P.L. 108-159) was

signed into law by President George

W. Bush on December 4, 2003.

The Commission was charged by the
U.S. Congress to “improve the financial
literacy and education of persons in the
United States through the development
of a national strategy to promote
financial literacy and education.”

The principal duties of the
Commission include:

1. Encouraging government
and private sector efforts to
promote financial literacy;

2. Coordinating financial education
efforts of the Federal government;

3. Developing a national strategy
to promote financial literacy and
education among all Americans;

4. Establishing a national financial
education Web site to provide
a coordinated point of entry
for information about federal
financial literacy, education
programs, and grants; and

5. Establishing a tollfree hotline
available to the public seeking
materials on issues pertaining to
financial literacy and education.

Programs Discussed in this Report

In each of the 13 chapters included in

the National Strategy, the Commission
delved into issues, many identified

by Congress, pertinent to financial
education. Each chapter describes

various financial education programs
developed and managed by nonprofit
organizations, academia, the Federal, state,
and local governments, and the private
sector. The “Calls to Action” identified

at the end of each chapter represent
opportunities for improving financial
literacy and education in that particular
area. Appendix A represents some of the
Commission’s background research into
opportunities and challenges surrounding
financial education that formed the
development of the National Strategy.

The Commission took great efforts to
include all points of view in the deliberative
process, including the following:

¢ First, on August 26, 2004, the
Commission issued a notice in the
Federal Register with a request for
comments on the National Strategy.
In response to that notice, more
than 150 comments were received
from private citizens, nonprofit
organizations, academia, Federal,
state, and local agencies, and others.

¢ Second, the Commission conducted
six sector-specific public meetings
to gather more information from
respondents to the August Federal
Register notice. These meetings
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were held in various locations in
Washington, D.C., between February
25th and March 17th, 2005. Both
the Federal Register notice and

the summaries from the sector-
specific meetings are contained in
the appendices of the Strategy.

* Finally, the Commission convened
a working group of 13 Commission
agencies to provide significant
input into the Strategy, drafted
by the Treasury Department.
Working group representatives
met on eleven separate occasions
between June of 2004 and June of
2005 at the Treasury Department
to discuss timelines, structure,
and content of the document.

Title V, Section 514 of the FACT Act
states, in part, that the Strategy “shall
provide for participation by state and
local governments and private, nonprofit,
and public institutions in the creation
and implementation of such strategy.”
This mandate recognizes that both the
private sector and the public sector are
essential in improving financial literacy in
America. In adherence to this mandate,
the Strategy examines and discusses
financial education resources from the
Federal, state, and local governments,
and from private sector providers.

The Treasury Department considered a
variety of the non-Federal government
programs that it learned about

in one of the following ways:

a. The programs were cited by
a respondent to the Federal
Register notice on August 26,
2004, which requested public
comment on financial education
resources for the National
Strategy. The comment period

closed October 31, 2004. Or,

b. The programs were recommended
by organizations in response
to outreach by the Treasury
Department to promote a
broad sampling of programs.

The non-Federal government programs
that are discussed in the report were found
by the Treasury Department to contain

at least six out of the following eight
elements, which were developed by the
Treasury Department's Office of Financial
Education in 2003, in which the program:

1. content focuses on basic
savings, credit management,
homeownership and/or
retirement planning.

2. content is tailored to its
target audience, taking into
account its language, culture,
age, and experience.

3. is offered through a local
distribution channel that makes
effective use of community
resources and contacts.

4. follows up with participants
to reinforce the message and
ensure that participants are
able to apply the skills taught.

5. establishes specific goals and
uses performance measures
to track progress toward
meeting those goals.

6. demonstrates a positive impact
on participants’ attitudes,
knowledge, or behavior
through testing, surveys, or
other objective evaluation.

7. can be easily replicated on a
local, regional, or national
basis so as to have broad
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impact and sustainability.

8. is built to last as evidenced
by factors such as continuing
financial support, legislative
backing, or integration into an
established course of instruction.

The purpose of including these non-
Federal governmental programs was

to give specific, concrete examples of
financial education efforts that specifically
illustrate the issues discussed in each
chapter. The United States Government,
including the Financial Literacy and
Education Commission and its member
agencies, does not endorse the non-Federal
governmental entities referenced in this
report, nor does it guarantee in any way
the services, advice or products provided
by non-Federal governmental entities
mentioned in this report. Reference in this
report to any specific financial institution,
commercial product, process, or service
does not constitute an endorsement,
approval, or recommendation by the
United States Government, including

the Financial Literacy and Education

Commission or any of its member agencies,
nor does it certify or indicate that non-
Federal governmental agencies mentioned
in this report—or any of their services,
advice or products—are in compliance
with or satisfy requirements of, applicable
laws or regulations. With regard to the Web
site addresses that appear in this report
that are created and maintained by non-
Federal governmental entities, the United
States Government, including the Financial
Literacy and Education Commission and
its member agencies, does not endorse,
approve, certify, or control those external
sites and does not guarantee the accuracy,
completeness, efficacy, or timeliness of

the information contained on these sites.

Moreover, the programs described

in the Strategy are, by no means, an
exhaustive list of programs that have a
positive impact on financial literacy, and
are intended to be used for illustrative
purposes within the topical chapters.

Foreword Part I1: Illustrative Programs






General Saving

Overview

Savings provide the ability to reach
important life goals such as financing
homeownership and a college education,
coping with unexpected events, and
preparing for retirement. Even a

small amount of savings can grow and
compound over time, contributing to
the financial security we all seek.

As a nation we have seen a marked decline
in personal savings. Thirty-five years ago,
9.4 percent of disposable income was set
aside for savings.! In 2004, the comparable
figure was 1.3 percent.* Alan Greenspan,
former Chairman of the Board of
Governors of the Federal Reserve System,
said the following about the importance

of personal saving: “A key component

of domestic saving in the United States

in future decades will be the path of the
personal savings rate. That rate will depend
on a number of factors, especially the
behavior of the members of the baby-boom
cohort during their retirement years.”

Challenges

While many reasons account for the
United States’ current personal saving
situation, it is clear that, for many
Americans, this is a complex issue that
requires deep understanding of individual
situations and decision-making. For some,
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the challenge is about the value of personal
saving early in life. For others, it requires
careful planning. And for still others, it
demands a better understanding of the
skills and mechanisms needed to save.

Moreover, it is important that Americans
have the information,
knowledge, and skills to
identify their saving goals
(e.g., saving for future
education expenses, a
down payment on a home,
retirement, etc.) and then
select the instruments and
products they can use to
help them attain those
goals. With increased
education on the benefits
of saving, Americans

can achieve a greater
understanding of the
importance and benefits of
saving, as well as the strategies that support
systematic saving and wealth accumulation.

—r

Issues in General Saving

1. Shifting Public Discussion from
Consumption to Saving through Public
Awareness Campaigns

There is a great deal of competition for
a modern family’s income. Each month,
the average family writes checks for rent
or mortgage, childcare, and utilities.
Couple those monthly expenses with
outlays for transportation, food, clothing,
tuition bills for children, student loan
payments, and expenses for the care

of aging parents, and families are left
with limited discretionary income.

When deciding how to allocate
discretionary income, families are faced
with strong and persuasive messages that

encourage them to spend their money.

By comparison, families may receive

little information and encouragement

about saving. Knowing the “how” and

“why” of saving can equip Americans

with the tools to make wise choices when
allocating what often are limited
discretionary resources.

Part of building savings is
protecting those savings through
the use of insurance. When
planning their saving and other
financial matters, individuals
should budget funds to insure
their health, home, auto, and
life. In this way, Americans

can reduce the likelihood that
one catastrophic event will
wipe out a lifetime of saving.

Through integrated mass-
media public awareness efforts,
Americans can learn more
about the benefits of saving. The issue of
saving is a crucial one for all Americans,
and public service announcement
(PSA) campaigns can help many
understand the importance of saving.

By communicating directly with people,
using communication channels that have
earned their trust and with which they
are familiar, and by developing messages
that in form, format, and function they
are comfortable with, PSA campaigns
can educate the nation on the benefits
of personal saving and the specific

steps each individual and family can

and should consider taking. Such PSAs
might involve short segments on radio
and television, distributing materials

via the Web and community-based
locations, or hosting other educational
activities. These campaigns should be
ongoing, providing the public with
information and follow-up over time.

Chapter One: General Saving
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Across the nation, there are
individual programs, both private
and public, using PSA campaigns
focused on the topic of saving.

National PSA Multi-Media Campaign

One national PSA campaign uses the
full spectrum of media across the
nation — including television, radio,
print, the Web, transit rail and bus

ads, conferences, and more to carry

the message of saving. The campaign

is designed to focus public attention

on what is needed to achieve financial
security and promotes the idea that
saving today is vital to a secure financial
tomorrow. Since 1997, the campaign has
secured more than $20 million worth of
donated airtime to broadcast the PSAs.

The program is just one part of this
organization’s efforts to raise public
awareness on the actions individuals
need to take to facilitate their long-term
personal financial independence. This
not-for-profit national coalition of public-
and private-sector institutions works
through its partners to educate Americans
on all aspects of personal finance and
wealth development, including credit
management, college saving, home
purchases, and retirement planning.

Local/National PSA Campaign
and Saving Program

While traditionally PSA campaigns provide
information to the public, some PSA
campaigns prompt individuals to take
action and get involved. For instance, in
2001 the citizens of an Ohio city were
initially targeted by a local public awareness
campaign that encouraged and assisted

less affluent Americans to save and build
wealth. Now the saving campaign reaches

a national audience and includes more
than 50 local and national initiatives of
for-profit, nonprofit, and government
organizations that target specific groups,
such as African Americans, Hispanic
Americans, military personnel, faith-

based groups, and young Americans.

Not only does the campaign feature

public service announcements, but it

also delivers information and services to
encourage people to enroll as “savers.”
Each saver must commit to working toward
a monetary goal with a specific plan that
includes monthly deposits in a specified
account. In return, savers receive free
information about saving strategies and
accounts, a quarterly newsletter, and access
to advice from certified financial planners.

These saving public awareness programs
are offered and supported by more than
1,000 organizations, including more
than 100 financial institutions which

are offering no- or low- balance savings
accounts to those registered savers. As a
result of their efforts, more than 30,000
Americans have enrolled as savers, and
hundreds of thousands have sought
savings information from the program.

Public Awareness Week on
Importance of Insurance

Greater public awareness about the
importance of insurance can reduce the
likelihood that one catastrophic event will
wipe out a lifetime of savings. This national
association promotes its annual public
awareness week which focuses on how to
help consumers avoid fraud in purchasing
insurance, review insurance coverage
levels, utilize their state’s insurance
departments, and talk to their insurance
providers about possible discounts. In
2004, 45 states and the District of Columbia
participated in this public awareness
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campaign delivered through television
and radio, as well as through dedicated
phone banks where consumers could
ask questions and voice concerns.

In a recent survey, 72 percent of Americans
indicated that they have the right amount
of insurance coverage, but only 32 percent
indicated that they understood the

details of those policies “very well.” *

Thus, the public awareness campaign
focuses on meeting this need

by giving consumers important
information about insurance.

Summary

PSA campaigns represent one method
of raising public awareness in ways that
help Americans to develop and maintain
a saving mindset. Through carefully
planned and executed PSA campaigns,
the American public can gain a better
understanding of the value of saving,

the specific steps to take in order to
achieve personal saving goals, and the
benefits that come from a lifetime of
reasonable saving. Public awareness
campaigns also can bring together a
variety of organizations that target specific
groups and offer concrete opportunities
for individuals to become savers.

2. Using Existing Tax Incentives to
Make Saving More Convenient
and Affordable

In decades past, passbooks and piggy
banks represented saving plans. Saving
money is an activity that requires
forethought, planning, specific activities,
and responsibility, and is often undertaken
without a known, specific “pay off” in

the end. While spending is often seen as
convenient and affordable, is an exercise
in patience and tenacity w