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IMPROVING FINANCIAL LITERACY: WORKING
TOGETHER TO DEVELOP PRIVATE SECTOR
COORDINATION AND SOLUTIONS

Thursday, September 28, 2006

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON FINANCIAL INSTITUTIONS
AND CONSUMER CREDIT,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:01 a.m., in the
Rayburn House Office Building, Hon. Spencer Bachus [chairman of
the subcommittee] presiding.

Present: Representatives Bachus, Biggert, Sanders, Maloney,
Moore, Carson, Hinojosa, and Baca.

Mrs. BIGGERT. [presiding] This hearing of the Subcommittee on
Financial Institutions and Consumer Credit will come to order.
Without objection, all members’ opening statements will be made
a part of the record.

The chairman, Mr. Bachus, is here, but we traded places for the
moment. I will recognize myself for 5 minutes.

I would like to thank Chairman Oxley and Chairman Bachus for
agreeing to hold this hearing, and for their leadership on an issue
that is near and dear to all of our hearts, financial literacy and eco-
nomic education. I would also like to thank our witnesses, who rep-
resent some of the most active groups and effective programs in the
country.

I know many of you and your programs, and I know your insight
will be invaluable to the committee. One particular witness today
also happens to be a constituent from my district in Napersville,
Illinois: Carl Sorgatz, who is here representing CUNA. Thanks to
all of you for joining us.

One of the first things that I did when I was elected to Congress
back in 1998 was to go down to the Federal building in Chicago to
observe the proceedings of the bankruptcy court. And I was struck
by how many people who had gotten themselves into trouble, and
they might never have, had they had had just one parent, a coun-
selor, a teacher, or a friend, who taught them the basics of money
and credit.

In part, that is why we are here today, to make sure that we are
effective in reaching those Americans who need us, whether they
are school children, young adults, working families, or senior citi-
zens. The witnesses here today demonstrate that there is no lack
of interest in doing just that.
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When my friend and colleague, Ruben Hinojosa, and I founded
the Congressional Caucus on Financial Literacy, we quickly
learned how interested our colleagues are. Seventy-nine members
of the House have now joined the caucus. And we literally began
to hear from hundreds of private and public sector groups, not to
mention government agencies with programs designed to serve the
needs of these specific groups of Americans.

But with so many organizations mobilized, so many unmet
needs, and so many people asking what they can do to help, we ur-
gently need to develop ways to coordinate our efforts, eliminate du-
plication programs, and keep pace with new demands.

On the Federal level, we created, under the FACT Act in 2003,
the Financial Literacy and Education Commission, FLEC, housed
at the Department of Treasury. Its mission was threefold: coordi-
nate Federal efforts; create a hotline and Web site; and develop a
national strategy to promote financial literacy among all Ameri-
cans.

In April, the commission released its report, aptly titled, “Taking
Ownership of the Future.” That’s a good first step, but we need
your help and your advice, as we move forward. I think my col-
leagues here would agree that this committee is 100 percent com-
mitted, in a non-partisan way, to doing whatever we can to meet
the challenge. In virtually every bill that crosses our desks, we are
conscious of the need to educate and inform and elevate the level
of financial literacy in this country.

So, I look forward to hearing your views on a number of ques-
tions. First is, what works and what doesn’t work? Where are the
gaps? How could we tap into the private and nonprofit and local
government efforts, and bring them into the Federal fold? Would
a universal clearinghouse be helpful? What roadblocks are you fac-
ing? How can we answer those who want to join the effort when
they ask us how they can help?

All of you have great stories and insights. We have a lot to cover
in a short time. So, unfortunately, it is not possible to include every
contributing organization in this hearing today, and I cannot men-
tion all of them. But I did want to thank the American Institute
of Certified Professional Accountants for their report, “360 Degrees
of Financial Literacy,” and for their national effort to improve the
financial understanding of Americans. The AICPA is yet another
national organization doing an outstanding job in improving finan-
cial literacy.

So, thank you all again, and I will recognize the ranking mem-
ber, Mr. Sanders, for an opening statement.

Mr. SANDERS. Thank you, Madam Chairwoman, and thank you,
Mr. Bachus, for holding this important hearing. Clearly, the lack
of financial literacy in this country is negatively impacting the eco-
nomic wellbeing of millions of Americans.

The truth is that 25 years ago, all that was needed to become
financially literate in this country was a basic understanding of
how to balance a checkbook and how to manage a savings account.
Unfortunately, that is not the case today.

Each and every year, consumers are being bombarded with over
six billion—and I have one of them here—credit card proposals—
six billion solicitations in mail. Many of these solicitations are
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highly deceptive and misleading. In addition, a significant number
of consumers who receive financing from payday lenders are un-
aware that the interest rates on their loans can total as high as
700 percent.

And anyone who has ever borrowed money to purchase a home
realizes how complicated the mortgage lending process can be, for
even the most astute consumer. Unfortunately, it seems that one
has to have a law degree these days in order to understand all of
the hidden transfer costs, the excessive late fees, and exploding in-
terest rates that are being charged by not only predatory lenders,
but also some of the most “reputable banks” in America.

It shouldn’t come as a surprise, therefore, that consumers aged
45 and older often lack the knowledge of basic financial and invest-
ment terms, according to a national survey conducted by AARP.
Our young adults are in a similar situation; in a survey by the
Jump$tart Coalition, high school seniors correctly answered an av-
erage of only 52 percent of questions on basic personal finances.

Meanwhile, a number of trends in recent years have underscored
the importance of financial literacy in everyday life. Since the sec-
ond quarter of 2005, the personal savings rate has reached a level
of roughly —1 percent—something that hasn’t happened since the
Great Depression. A record breaking two million Americans filed
for bankruptcy last year. In fact, bankruptcy rates have more than
quadrupled over the last 20 years, etc., etc.

Mr. Chairman—or Madam Chairwoman—clearly, we must do
more to increase financial education in this country. But I would
emphasize that while financial education is important, it is only
part of what we have to do. I am growing increasingly concerned
that some in the financial services industry are using the lack of
financial literacy in this country as a way to receive a get-out-of-
jail free card, if you like, for some of their blatantly deceptive and
misleading tactics.

In other words, financial literacy, yes. But we must also, through
this Congress, stop the deceptive advertising that is permeating
American society. For example, in my view, the credit card indus-
try, payday lenders, and others should not be allowed to charge
outrageous interest rates and sky-high fees. And that’s why I have
introduced legislation called the Loan Shark Prevention Act.

Now, let me conclude, and tell you why we need to go beyond fi-
nancial literacy. Right here, I have a proposal from American Ex-
press, which a staff member of mine recently received. And there
it is, right in there, it says, “Zero introductory APR. Pay no interest
on new purchases for the first 12 months.” There is a little footnote
there, go to footnote four, “See enclosed terms and conditions for
details.”

Well, you go, here is one of these long, single-spaced, tiny-worded
documents, and there it says, “The terms of your account, including
APRs, are subject to change. The APRs for this offer are not guar-
anteed. APRs may change to higher APRs; fixed APRs may change
to variable, or variable APRs may changed to fixed; we may change
the terms, including APRs, at any time for any reason.”

We may change it for any time and any reason, but they just told
us in big print that you get zero interest? Now, you tell me what
that is. I regard it as fraud. And we can have—and there are some
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six billion of these things that are sent out to American consumers
all over America. I used to think I got all of them, but apparently
some of you are getting them, as well.

So, Madam Chairwoman, financial literacy is extremely impor-
tant. But this Congress has to finally stand up to the credit card
industry, it has to stand up to the banks, and it has to stand up
to the people who are ripping off American consumers in a very de-
ceptive and dishonest way. Thank you, Madam Chairwoman.

Mrs. BIGGERT. The gentleman yields back, and now I am happy
to recognize the chairman of the subcommittee, Mr. Bachus.

Chairman BACHUS. [presiding] Thank you. Today’s hearing was
requested by Mrs. Biggert. And that’s appropriate, because Mrs.
Biggert has really been the leader on our committee in stressing
the need for financial literacy.

As all of our panel knows, it is increasingly important for people
to have a working knowledge of credit cards, of mortgage products,
and even of investment plans. And this committee has—and Mr.
Sanders mentioned—seen a lot of evidence. And when we go out in
our community and talk to our constituents, we hear many heart-
breaking stories about people who lacked financial literacy and
really, not only the problems it creates, but in some cases the dev-
astation that it creates.

We have, as a committee, I think—one of our more substantial
steps was recognizing the important role of financial literacy by in-
cluding a financial literacy component in the legislation we call the
FACT Act, the Fair and Accurate Credit Transaction Act. Title five
of the FACT Act established the Financial Literacy and Education
Commission, with the purpose of improving financial literacy and
education.

The FACT Act also mandated the GAO report on recommenda-
tions for improving financial literacy among consumers, and the
GAO will be releasing their recommendations some time later this
year. I look forward to hearing their insight, and also to Mrs.
Biggert—or maybe Mr. Sanders, or someone else chairing a hearing
concerning that, either this year or next.

Mrs. Biggert and Mr. Hinojosa, who is here with us today, has
joined us. There are 80 members—I'm a member—of the Financial
Literacy Caucus. We are united in the goal of encouraging the pri-
vate sector, and also the Federal Government and State govern-
ments, to take a role in promoting financial literacy, and in also
making suggestions and giving us advice.

And that is really what this hearing is about this morning. It’s
about both the private sector, private organizations—your organi-
zations—as well as the Federal Government, and what role you are
playing back in communities all over America, to ensure that peo-
ple have the knowledge and the information to take full advantage
of our credit markets and the financial products which are offered
to all Americans.

Let me close by simply saying again that I want to commend
Mrs. Biggert. Each year in April she sponsors a resolution with Mr.
Hinojosa—I know for the past 3 years—stressing financial literacy,
reminding all of us that it is something that is an ongoing mission.
And I believe that Mrs. Biggert and Mr. Hinojosa, and the work
that they have done, has had an enormous impact on educating
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Members of Congress, their staffs, and even the American public
about the importance of understanding financial transactions.

And I commend the organizations today. Many of the organiza-
tions that are here at this first panel testifying have created
unique ways of educating consumers on financial opportunities. I
admire your efforts, I commend you, and I look forward to your tes-
timony. I yield back the balance of my time.

Mrs. BIGGERT. Thank you, Mr. Bachus. That resolution is always
a tough battle on the Floor. Last year it passed by 423 to 1, and
I am still after that 1 to vote for it.

I would like to recognize the gentlelady from New York.

Mrs. MALONEY. Thank you, Madam Chairwoman, and I thank all
of the panelists for being here. I would like very much to be associ-
ated with the comments of my colleague, Mr. Sanders, on truth in
advertising, and the comments of my colleague, Mr. Bachus, on the
FACT Act, and the important GAO report that will be coming out.

As a former teacher and a member of the Financial Literacy Cau-
cus, I strongly support the subject of our hearing today. We know
from scientific evidence, that financial literacy prevents abuse and
enables individuals to better achieve their financial goals.

For example, one effort that I observed almost 5 years ago,
Freddie Mac conducted one of the first studies in this area, looking
at some 40,000 mortgages, to see whether pre-purchased financial
education reduced the 90-day delinquency rates. Borrowers receiv-
ing personalized financial education in preparation for a home pur-
chase had a 34 percent lower delinquency rate: a remarkable sta-
tistic.

Since then, other studies, including studies by the National En-
dowment for Financial Education have confirmed what common
sense tells all of us: individuals who improve their financial lit-
eracy are better able to achieve their financial objectives, whether
it is getting out of debt, purchasing a home, sending a child to col-
lege, or saving for retirement.

As these studies show, while the benefits of financial literacy
apply to all sectors of our society, those most vulnerable stand to
benefit the most. The La Raza study, for example, confirms that
minorities and those in lower income brackets are least financially
knowledge, and that as a result, they often end up incurring sig-
nificant unnecessary costs when they cash a check, get a loan, or
otherwise use financial services.

Financial literacy gives all Americans necessary tools to achieve
their financial objectives. And I thank the gentlelady for her lead-
ership, and my colleague, Mr. Hinojosa, for his. Thank you.

Mrs. BIGGERT. Thank you very much. And I would like to recog-
nize Mr. Hinojosa, from Texas, for his opening statement.

Mr. HiNoJosA. Thank you very much. It is indeed a pleasure for
me, as the co-chair of the Financial and Economic Literacy Caucus,
to work with my good friend and colleague, Judy Biggert.

I want to express my sincere appreciation for you holding this ex-
tremely important hearing today. I also want to take this oppor-
tunity to thank you again for holding a hearing at my request on
banking the unbanked and financial literacy in general in 2003.

That particular hearing was very informative, enlightening, and
comprehensive. I am glad that you have called yet another hearing
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on financial literacy, at the request of Congresswoman Biggert.
These hearings inherently incorporate an assessment of ways to
bank the unbanked.

I believe that all of us here today share a common purpose: im-
proving financial literacy for all Americans. It is a very daunting
task, especially in light of the tremendous number of financial lit-
eracy programs, and the many comments, advice, and recommenda-
tions that we receive from off-the-Hill on the methodology to use,
the exposure to give, and the oversight needed to coordinate and
collaborate with these programs.

The programs run the gamut from some preschool financial lit-
eracy programs such as the Money Mammals, programs geared to-
ward K—-12 students, college students, young adults, a few for those
in mid-life, and several geared for those planning for their retire-
ment, or already retired.

There are too many programs to discuss and consider in one
hearing. Madam Chairwoman, despite daily challenges of balancing
work, family, and personal matters, it is important, now more than
ever, that all Americans take time to increase their financial
knowledge and plan for a secure future.

Like most people, we all have hopes and dreams and life goals
for ourselves and our families. These might include buying a home
or a business, saving for college education for our children, taking
a dream vacation, reducing taxes, or retiring comfortably. Too
many Americans lack basic financial literacy to accomplish many
of these goals.

Last year, in 2005, one bankruptcy petition was filed for every
60 households, which was a 23 percent increase from the previous
year. According to the Federal Reserve, revolving debt for Amer-
ican consumers totaled $805 billion in March of this year. Worse
yet, the United States personal savings rate, based on the percent-
age of personal disposable income devoted to savings, was —.5 per-
cent at one time last year—I repeat, the savings rate reached an
all-time low of —.5 percent last year.

And at the end of 2005, the savings rate increased to a dismal
—2 percent. I think we all agree that a negative personal savings
rate is unacceptable, and actions must be taken to remedy the
problem. We must continue to work with our colleagues here on the
Hill, work with the relevant Federal agencies, work with various
associations, nonprofits and community-based groups, and yes, es-
pecially with the private sector. We must work with all of them if
we are to obtain our goal of improving financial literacy rates
across the United States.

There is one area in particular that I have to address in my re-
marks this morning, and that is that we still need to find addi-
tional ways and means to bank the unbanked, and that is a tough
order. Such action will help them, help their families, help the fi-
nancial institutions with which they bank, and ultimately, help
their communities, their counties, their States, and overall, our
U.S. economy.

Several of you who will testify today have done an admirable job
of trying to find ways to bring Hispanics, African Americans, Na-
tive Americans, and Pan Asians into the banking system. I applaud
you and your efforts in this area. It is essential that we work to-
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wards improving education, consumer protection, empowering indi-
viduals and families through economic and financial literacy in
order to build stronger families, businesses, and communities.

Having read his testimony, I must say that Mr. Beck, rep-
resenting the National Endowment for Financial Education, has
presented the most comprehensive plan for government involve-
ment in the financial literacy cause. I agree with him, that the gov-
ernment can and should do the following: Lead by example and co-
ordinate and communicate a unified message.

We should sponsor a broad-based public awareness campaign
comprised of a very ambitious, mass-market multi-media effort in
support of a national financial literacy initiative on the scale of the
current truth campaign, developed through the public education
fund to discourage smoking among young people.

I also like his idea of creating a literacy corps, because one-on-
one financial counseling provides the greatest potential to affect
positive change in the management of one’s finances.

Madam Chairwoman, 1-800 numbers and Web sites are fine. But
one-on-one counseling does a much better job. It does the trick.
This type of counseling was needed when Katrina hit the coast and
thousands of people needed one-on-one financial counseling to put
their lives back together. The government failed miserably in that
arena.

I am pleased to learn that the National Endowment for Financial
Education has, for years, worked with the American Red Cross on
pioneering financial education for consumers related to disaster
preparedness and disaster recovery. I must note that the material
was created in cooperation with the AICPA Foundation, and it’s
available to all consumers through the American Red Cross in
print, as well as online.

Hopefully, the two groups also provide one-on-one financial coun-
seling to victims of natural disasters such as that provided com-
prehensively by Operation Hope. It is my personal goal to succeed
in ultimately integrating the term financial literacy into the every-
day vocabulary.

As I close, I want to say that I could go on and on for the remain-
der of the day, discussing all that needs to be done to improve fi-
nancial literacy, which is exactly the problem. The Financial Lit-
eracy Education Commission published and released its national
strategy for financial literacy. It was a good first step, but it is not
the ultimate solution to all the financial literacy problems.

Hence, the need for this and future hearings, and finding ways
for the government and private sector to coordinate and collaborate
on improving financial literacy.

Madam Chairwoman, I want to thank you, your entire staff, as
well as Chairman Bachus’s leadership, and his staff: Danielle
English, Dina Ellis and Emily Pfeiffer, and Jaime Lizarraga, with
Congressman Frank—for all their contributions, not only to this
hearing, but especially all of our efforts, as a group, towards this
very worthwhile cause. We make a good team.

And with that, I yield back the remainder of my time.

Mrs. BIGGERT. Thank you very much, Mr. Hinojosa, and thank
you for all that you have done for the cause, and it has been a real
pleasure to work with you on this issue, and we will continue to
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make more headway as a team. Thank you so much for being here.
I would just recognize Mr. Bachus for a procedural matter.

Chairman BAacHUS. Thank you. I would like to, without objection,
introduce the written testimony of two organizations. One is the
American Community Bankers, which is not on our second panel,
but they agreed to submit their testimony in writing because of
time restraints. And I thank them, and they have played a very im-
portant role.

The other one is the written statement of the North American
Securities Administrators Association. This is actually the oldest
international organization devoted to investor protection. The in-
coming president is Mr. Joe Borg, who is the Alabama securities
commissioner in Alabama. But the reason that they are not testi-
fying is not—they played a great role, but we limited our testimony
at today’s hearing to the private sector.

After the GAO report gets in, we will have an additional hearing.
And at that time, I fully expect their association and other govern-
ment or associations made up of government witnesses to testify.
So, without objection, I would like to introduce that.

Mrs. BIGGERT. Without objection.

Chairman BACHUS. Thank you. I would also like to join with
what Mr. Hinojosa said, and thank your staff Emily, Danielle
English, and Dina Ellis, and—but your staff is very prominent in
organizing this hearing. Thank you.

Mrs. BIGGERT. Thank you very much, Mr. Chairman. And I now
recognize the gentlelady from Indiana, Ms. Carson, for an opening
statement. Three minutes.

Ms. CARSON. Thank you very much, Madam Chairwoman, and to
all other people on the committee at this point—the ranking mem-
ber.

All of us on this committee understand how important financial
literacy is to the American people. The savings rate for America is
in the red. Wages are decreasing. As prices are increasing, personal
bankruptcies have increased over the last decade, because of the
growth of the credit card industry. Pension plans are being re-
placed with voluntary contribution retirement funds and financial
products are becoming more and more complicated.

Three years ago, I convened a financial literacy workshop for the
Congressional Black Caucus. My guest was the Honorable Alan
Greenspan, who did a tremendous job in articulating the need for
financial literacy. We also had other experts there, following Mr.
Greenspan, who enhanced the need for people to understand finan-
cial literacy.

We have a pocket of students now who just reach out in their
mailbox and get credit cards, and they don’t worry about how they
are going to pay for them, they just worry about how they are
going to use them. And then, the credit card industry is left holding
the bag if the parents don’t—what it is.

I believe that financial literacy courses should be mandatory for
education, whether it be at the elementary level, the high school
level, or the college level. People should teach students financial lit-
eracy. I am appalled at the way our young people spend their
money: $200 tennis shoes, as opposed to going to a discount house
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and getting the same pair of tennis shoes. They just see what they
want.

I am concerned about these promises on rebates, where this in-
dustry promises you a rebate on something you purchased, and the
rebate never comes in the mailbox.

But I believe that, with us working together, that we will be able
to resolve things.

Finally, let me say that in Indiana, I created a consumer hotline
where, before people sign their names the first time on mortgages,
they call the consumer hotline to discern whether or not it would
be the right thing to do, in terms of signing whatever contract was
put before them. The number is 1-888-722-WAIT. That is to wait
before you sign your name. And it has been extremely successful,
where the consumers around the State call up and ask questions
about these promises to pay that have been placed before them.

So, I think with the collaboration of all of us, that we will be able
to address and redress some of the problems that occur in the con-
sumer market, unnecessarily. So I appreciate very much all of you
being here.

And I am going to have to leave, because I have an Amtrak
meeting at the same time, but thank you.

Mrs. BIGGERT. Well, thank you for being here. And I will now in-
troduce the first panel of witnesses. On my left, Ms. Elisse B. Wal-
ter, senior executive vice president, regulatory policy and programs,
NASD. Welcome.

Next, we have Mr. David Chernow, president and chief officer of
Worldwide Junior Achievement. Welcome.

And Mr. Ed Beck, president and CEO of National Endowment for
Financial Education—NEFE, I believe it is pronounced. Welcome.

Without objection, your written statements will be made a part
of the record, and you will each be recognized for a 5-minute sum-
mary of your testimony. We will start with Ms. Walter. You are
recognized for 5 minutes.

STATEMENT OF ELISSE B. WALTER, SENIOR EXECUTIVE VICE
PRESIDENT, REGULATORY POLICY AND PROGRAMS, NASD

Ms. WALTER. Thank you. Madam Chairwoman, Ranking Member
Sanders, and members of the committee, good morning. Thank you
for inviting me to testify about NASD’s efforts to educate investors.

And thank you, too, for your support of the recently passed Mili-
tary Personnel Financial Services Protection Act. A provision in
this important legislation will enable NASD to make information
about brokers available to investors in an easier-to-use format, via
the Internet. We appreciate your leadership on this important leg-
islation.

Madam Chairwoman, NASD is the private sector securities regu-
lator for the U.S. securities industry. By law, broker dealers must
belong to NASD if they do business with the public. We write and
enforce the rules governing them, and our mission is to ensure the
protection of investors, and the integrity of the markets.

NASD firmly believes that educating investors is the first line of
defense in protecting them from harm. The more knowledgeable an
investor is, the more she is able to make sound decisions and avoid
costly mistakes.
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To determine how to reach investors better, NASD conducted a
survey to assess where most people are when it comes to knowl-
edge about investing. And we found an overwhelming number of in-
vestors realized they need to be better informed, and we have re-
sponded with a variety of resources.

We have issued educational materials to alert investors to poten-
tial problems, and we provide plain English explanations of prod-
ucts and processes. We have developed tools for investors to use in
making financial decisions. We conduct public education events to
reach out to investors. And a major segment of our Web site,
nasd.com, is devoted to information that mainstream investors can
use.

For example, NASD Broker Check, which is also available—the
information also being available by toll free telephone number, pro-
vides disciplinary history and information on brokerage firms and
brokers. Another online tool available to all investors is our mutual
fund expense analyzer.

Because the fees and expenses charged by mutual funds can
make a big difference in the performance of an investment, we pro-
vide expense information on virtually every mutual fund, so that
investors can analyze the impact of fees and expenses on fund per-
formance by showing how those fees add up over time. Investors
can research one fund at a time, or can compare the cost of as
many as three funds at a time, to learn how expenses can cut into
fund performance, particularly over the long term.

Developing free investor tools such as these, and furthering in-
vestor education in all its forms are critical aspects of what we do,
and we are quite proud to be doing them. But at the same time,
we know that our education programs reach only a small percent-
age of the population that could benefit from them. That is why it
is essential, as many of you have already said, that we and others
in the investor education community, leverage resources and use
all means of communication to reach the most people, and partner
with others who share this mission.

Madam Chairwoman, NASD is also building on Congress’s work
in the recently enacted pension bill. The unfortunate fact is that
almost a third of recently hired employees who are eligible to par-
ticipate in their company’s defined contribution plan do not partici-
pate. And participation for employees earning less than $20,000 a
year is even lower.

Yet, a number of academic studies have found that changing the
default options to require investors to opt out of, instead of opt into
participation in 401(k) plans raises participation rates to more than
90 percent.

To help solve this problem, NASD is working with AARP and the
retirement security project to encourage employers to adopt auto-
matic 401(k) enrollment as the default option for their plans.

Taking partnership in a different direction, NASD recently cre-
ated the NASD Investor Education Foundation to support innova-
tive research and educational products that give investors the tools
they need to better understand the markets and the basic prin-
ciples of not only investing, but also saving.

In its first 2 years of operation, the foundation awarded nearly
$5 million in grants for educational programs and research projects
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targeting the underserved segments of the population. For exam-
ple, through an NASD Foundation grant, Ohio State is developing
guidelines for effective investor education programs targeted at tra-
ditionally underserved communities. And a grant to Kids Online, a
nonprofit group in LA, is supporting the production of an inter-
active web-based financial literacy show to be broadcast in high
schools around the country.

The foundation has also launched an effort to educate military
service persons about saving and investing, and to help them to
avoid fraudulent and inappropriate products and sales pitches. I
urge you to visit saveandinvest.org, our Web site devoted to helping
members of the military make sound financial decisions, to learn
more about this program.

Madam Chairwoman, all Americans deserve the opportunity to
create a secure financial future for themselves and their loved
ones. NASD works every day to help more Americans take control
of their financial decisionmaking. We applaud your effort to shed
light on this issue, and thank you again for the opportunity to tes-
tify. I would be happy to answer any questions.

[The prepared statement of Ms. Walter can be found on page 151
of the appendix.]

Mrs. BIGGERT. Thank you very much. Mr. Chernow, you are rec-
ognized for 5 minutes.

STATEMENT OF DAVID S. CHERNOW, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, JA WORLDWIDE

Mr. CHERNOW. Madam Chairwoman and members of the sub-
committee, it is a true honor and privilege to be with you this
morning as we meet together to discuss this very important topic.

In my role as president and chief executive officer of Junior
Achievement Worldwide, I represent over 2,600 professional staff,
over 240 local and national boards of directors who are comprised
of over 8,000 members of the board, mostly from the private sector,
and I work in over 100 countries around the world in our shared
goal of inspiring and preparing young people to succeed in a global
economy.

Here in the United States, nearly four million children go
through Junior Achievement, annually participating in hands-on
experiential learning programs that are delivered at over 20,000
different schools by over 135,000 volunteers in nearly 170,000
classrooms. Our programs span the wide spectrum of business, eco-
nomics, and free enterprise education with a focus on what we be-
lieve are the three key elements of preparation of our young peo-
ple’s future success. Those are: work force readiness; entrepreneur-
ship; and financial literacy.

To put it as simply as I can, time is of the essence. We are expe-
riencing an epidemic in this country. Financial illiteracy is threat-
ening sustained economic growth and development of the populace.
And what we have learned is that this problem cannot be solved
alone. And that is why I want to share with you today a few words
on the topic of collaboration and partnership in financial literacy
education.

One of Junior Achievement’s core values is a belief in the power
of partnership and collaboration. Junior Achievement is particu-
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larly dedicated to working with the private sector. Each and every
one of Junior Achievement’s programs, which is kindergarten
through 12th grade, has been delivered to students in the United
States since 1919, and requires the active involvement of trained
business volunteers.

This private sector commitment to financial literacy education is
a key component of our success, and something we believe is abso-
lutely essential in our efforts to improve financial literacy in this
country. Private sector volunteers serve as meaningful, inspiring
role models to our youth, as they share their personal and profes-
sional insights with students who sincerely wish to prepare for fi-
nancial stability in their own lives.

I also want to emphasize the value of partnership and collabora-
tion among fellow nonprofit organizations. Rather than continu-
ously reinventing the wheel in the financial literacy arena, it is
much more efficient for nonprofit organizations to pool our limited
resources to reach as many youth as we possibly can.

This is something which Junior Achievement has been particu-
larly committed to in recent years. Since 2004, for example, we
have been pleased to join with the Jump$tart Coalition for personal
financial literacy, and the National Council on Economic Edu-
cation, in establishing the Partnership for Financial Education Pol-
icy. This partnership sponsors the annual—and very successful, I
am glad to say—Financial Literacy Day on the Hill event, and ar-
ranges other activities in consultation with the Financial and Eco-
nomic Literacy Caucus, led so passionately by Congresswoman
Biggert and Congressman Hinojosa.

Similarly, several months ago, we entered into a collaborative ar-
rangement with America’s credit unions, and the Credit Union Na-
tional Association, to develop a new financial literacy and entrepre-
neurship education television series for children, aptly entitled,
“JA’s BizKid$.” This new program, to be aired on PBS stations na-
tionwide next year, is being produced by the team who brought us,
“Disney’s Bill Nye, the Science Guy.”

By pooling resources and expertise, America’s credit unions and
JA Worldwide will be able to bring financial literacy education,
hopefully, to literally millions of children in large and small com-
munities across the country.

Another collaboration worthy of mentioning is our brand new re-
lationship with my co-leader, to my left, the National Endowment
for Financial Education, or NEFE. Beginning next year, Junior
Achievement business volunteers will take NEFE’s award winning
high school financial planning program into high school classrooms
throughout the United States to extend the reach of this great cur-
riculum to tens of thousands of new students each year.

Although our focus is on collaboration among the private sector
groups, I would like to briefly note our commitment to similar col-
laborations with government at the Federal and the State and the
local levels. Like our involvement with the private sector, this co-
ordination is perhaps most critical at the local level. While Junior
Achievement’s programs are being developed by worldwide head-
quarters, each of our local chapters work closely with State and
local school officials to determine the most appropriate programs
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for the local market, and to integrate State education standards
into our curricula.

Of course, we are committed to partnering with policymakers at
the Federal level. As noted, we work closely with the financial and
economic literacy caucus here, in Congress. We are also involved
with the Financial Literacy and Education Commission, and are
working on specific initiatives with individual Federal agencies,
such as the Small Business Administration. These collaborations
are the types of partnerships we remain committed to in our
sharﬁd quest of providing quality financial education to today’s
youth.

We applaud the efforts of this committee to keep its eye on such
a critical issue for our youth, and we thank you for allowing us to
share our thoughts with you today. As I leave today, finally, I just
wanted to point out that I hope everyone realizes that collaboration
is the key to success in solving this critical problem. And our collec-
tive efforts, in words and in action, will provide the solution. Thank
you.

[The prepared statement of Mr. Chernow can be found on page
80 of the appendix.]

Mrs. BIGGERT. Thank you very much, Mr. Chernow.

Mr. Beck, you are recognized for 5 minutes.

STATEMENT OF TED BECK, PRESIDENT AND CEO, NATIONAL
ENDOWMENT FOR FINANCIAL EDUCATION

Mr. BECK. Thank you. Thank you, Madam Chairwoman, and the
other members of the committee. We greatly appreciate the oppor-
tunity to be here today.

My testimony will touch on three areas: first of all, NEFE’s phi-
losophy regarding financial literacy; I will also talk about the im-
portance of partnership in our community and offer some com-
ments on how the Federal Government can enhance and cooperate
with our efforts to make them more effective.

First of all, regarding philosophy, NEFE is an organization that
is wholly focused on improving the financial wellbeing of all Ameri-
cans, and we are specifically concerned by the situation faced by
the various underserved communities. We agree that there is a
greater need right now than there has ever been to build financial
education literacy in the community.

However, we are also convinced that the American public is up
to this challenge if they are given the proper education, tools, and
continual reinforcement and encouragement to do so.

We believe very much in the power of the teachable moment, and
that throughout one’s economic life there are numerous opportuni-
ties where economic and financial education are needed, and that
the nonprofit community, the government, and the private sector
can step up and help individuals at these times.

To do that, though, we must partner. NEFE partners in literally
everything we do. At any given time, we will have over 50 partner-
ships in place. These range from research at universities, where we
are studying behavior change, and how to get people more inter-
ested in looking after their financial wellbeing, to working with
specific organizations, ranging from the American Red Cross, the
National Multiple Sclerosis Society, and the American Indian Col-
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lege Fund, for issues specifically facing their constituents. We feel
we need to work through such organizations to be most effective in
dealing with the issues that their communities face.

We have talked briefly about the NEFE High School Financial
Planning Program, and I think it is a classic example. We have had
very successful partnerships with the Cooperative Extensive Serv-
ice and the Nation’s credit unions for several years. The high
school program goes back to 1984. During that time, we have had
over 4%2 million students attend the program.

Last year alone, we had over 630,000 students in all 50 States
covering 7,500 classrooms take the course, and we feel it’'s a very
effective program, and we are very excited about the announcement
this week of the new alliance with Junior Achievement, that will
allow us to extend this program even more broadly through the
outstanding field network that Junior Achievement possesses.

I think it’s also important to point out that the program is pro-
vided free to all students in all schools throughout the country, as
everything else we do at NEFE is free to anybody who uses our
service.

Some suggestions for the Federal Government as far as involve-
ment in what we are doing include: First of all, the comment made
earlier, lead by example. There are some very interesting and
promising developments going on in various Federal agencies, and
specifically in the military, that we think will be great best prac-
tices that the government can adapt to its own work force, and that
the private community could then also adapt. And we strongly sug-
gest you encourage and foster those programs.

We also suggest that you sponsor a broad public awareness cam-
paign. We currently sponsor a program called, “Smart About
Money.” It’s been in place since September of 2005. We spent $1.3
million on this effort, and it’s a public awareness program to help
people deal with key issues in their lives: things like save for a
house; save for education; and stop living paycheck-to-paycheck.
We think that Federal programs sponsoring a similar effort could
have great reach, and really utilize those teachable moments we
talked about a few minutes ago.

We would also like to see you help create demand for existing
programs. At the moment, our community is very fragmented, and
we really haven’t focused on key messages that need to be dissemi-
n&ted. Meetings like this meeting today can greatly enhance that
effort.

We also would love to see the sponsoring of a financial literacy
corps, similar to the service corps of retired executives. There are
many people in society who understand the basics, and one-on-one
counseling from those individuals to the people who need it would
be a very powerful and very cost-effective tool to help the under-
served communities we talked about.

And then, finally, we suggest you look for partners who are very
skilled at dealing with the issues of different groups ranging from
K through 12, college, the workplace, those in special situations,
and the military, where the partners understand how to maximize
those teachable moments. Make sure those people start working to-
gether and cooperating with each other. Thank you for letting us
be here today.
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[The prepared statement of Mr. Beck can be found on page 52
of the appendix.]

Mrs. BIGGERT. Thank you very much for all of your testimony.
We will now turn to questions, and members will have 5 minutes
to ask their questions and get their responses. So, with that, would
you like to start, Mr. Bachus?

Chairman BACHUS. I would very much appreciate that oppor-
tunity.

Let me—and I heard in your testimony you gave some good ad-
vice, general advice, about—I know, Mr. Beck, you said, “Don’t live
from paycheck to paycheck.” Earlier, Ms. Walter, you were talking
about knowing who you are dealing with, which is so important.
And I know college kids—I have five children, and they will come
back with a credit card and I will, you know, say, “How did you
get this?” “It came in the mail.” And they know nothing about the
company.

But what are the—I would say what are the most important
messages that we can get to our young people, or anyone that lacks
financial literacy? You know, the main themes that we should be
emphasizing to consumers. Just—

Ms. WALTER. I would be happy to start. I think you have to start
with the very basics. You have to tell people that they should never
undertake to do something they don’t understand, whether it is a
credit card or a loan or buying into an investment. You really must
ask questions, and you must understand what you are doing. You
must look before you leap.

I know all of these sound like platitudes, but they are very basic,
sound investment advice. If it sounds too good to be true, it is too
good to be true. And they should also learn to draw on the re-
sources that actually are out there to help them, because there are
a number of them.

We, obviously, given our role, concentrate on investing. But we
have a large number of sound resources, and draw on the resources
of others, and partner with folks like the two gentlemen to my left,
to provide sound, objective advice for people.

So, they need to learn not to respond to pressure, and to feel very
comfortable with what they are doing. And the first thing they
need to do is to set aside money for future events. And that, per-
haps, is the hardest lesson for young people to learn. They feel im-
mortal, and it is hard for them to look ahead.

Chairman BACHUS. Thank you.

Mr. BECK. Just a couple of quick things. First of all, understand
wants versus needs. And—

Chairman BacHUS. What was that? I didn’t—

Mr. BEcK. Understand wants versus needs in your personal
spending patterns. Second, budget. I mean, it sounds very simple,
but the idea of sitting down and figuring out what you are bringing
in, and what that allows you to spend, and also what sort of incen-
tive that creates for you to improve your financial situation, is a
very key thing. Understanding the basics of your own personal
budget is a very key thing.

Another point is get involved with whatever savings opportuni-
ties are available to you. So, if you are working, start to get in-
volved in whatever plans are available to you, either independently
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or through your company. Whatever it takes to get started, start.
It doesn’t matter how small it is. But once you get started, you
start to see the benefits of it.

And the other thing is to start as soon as possible. Don’t assume
that things are going to happen that are going to create a very safe
haven for you. The sooner you start to develop a plan for yourself,
the more likely you are to be financially stable in your future.

Chairman BacHUS. Mr. Chernow?

Mr. CHERNOW. You know, just to reinforce two quick concepts,
young people are never too young to learn the important aspects
of financial literacy. And what I am sure you have learned, and us
as youth organizations have learned very quickly, is that habits are
very important to develop. At the early age of 11, 12, and 13, psy-
chological experts will tell you that the ability to impact attitudes
and behaviors are greatly enhanced at that age. So we need to get
to them younger.

And Mr. Beck just pointed out two quick things. Wants and
needs is a very important concept to young people. But the other
concept that I don’t think they fully understand that needs to be
reinforced, based on the information Congressman Hinojosa indi-
cated, was that savings is critical to young people’s future success.
And we need to emphasize that, and tell them the beauty of sav-
ings. Educate them and inspire them about that.

Chairman BACHUS. And, you know, the whole media world—I
guess you say Madison Avenue—says, “You need this to be happy.”
And it’s usually a product or a thing you have to purchase. And,
you know, that is—and it creates the—the advertising world cre-
ates wants. And it is very important that there is a counter-mes-
sage there that, you know, what you need to be happy is a little
savings or a little cushion, not something you have to pay for down
the road.

But the counter-message is a strong message. So you are up
against a lot of competition that is telling them just the opposite.
So, thank you.

Mrs. BIGGERT. Thank you, Mr. Bachus. The gentleman from
Texas, Mr. Hinojosa, you are recognized for 5 minutes.

Mr. HiINOJOSA. Thank you, Madam Chairwoman. I enjoyed listen-
ing to each one of your presentations. They are very interesting ap-
proaches to this project. I would ask each one of you to answer the
first question that I have: What recommendations would you make
to improve the National Strategy for Financial Literacy?

And the second question to each one of you is: What would you
recommend to streamline the Financial Literacy Education Com-
mission? I will start with you, Ms. Walter.

Ms. WALTER. I believe, Mr. Hinojosa, that the most important
thing that the government can do, either through the existing body
or otherwise, is exactly what you are here doing today, to shed
light on the issues that Americans face in saving and investing, to
make sure that is given a prominent place among the public issues
of the day, and to highlight the resources that are available.

I believe that, in the private sector, we have made a number of
first and second good steps in reaching collaborative efforts, and in
learning not to compete, but to rely on each other and not reinvent
the wheel, as was mentioned earlier, but to build on things. And
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the government can help us do that by directing people to us and
allowing us to use those resources.

So that, ultimately, is what I would recommend, because I do
think there are a number of private sector resources that have
been applied to very good use, mostly in the content area.

And now, we need to concentrate in large part, as you have high-
lighted before, on the issue of distribution. How do we make sure,
with respect to all of the groups who are out there in our popu-
lation, particularly the underserved groups, how to reach them
most effectively, with the messages—very clear, concise, and good
messages—that have been developed?

Mr. HiINoJOSA. Thank you.

Mr. CHERNOW. Congressman, two quick comments. One is—I will
throw out two words, awareness and action. You asked the ques-
tion what recommendations would we do to improve the national
strategy. I think there is, first, the issue of making sure that peo-
ple understand in this country the important issue that is before
us. I am not sure that we have as much awareness.

We are lucky that some organizations go out and do large state-
ments out there, and spend millions of dollars to get the message
out. But as Chairman Bachus said earlier, you know, sometimes
it’s the wrong message. Savings is a great message, it’s just not
said enough.

The second thing is, in terms of action, I think we need to show-
case the great examples of success in this arena. And I would just
re-emphasize that where we need probably the greatest help, is for
us to go out and reach those children who need us the most in our
area. We are not getting out to the rural communities. We are not
getting the messages out, and we are not—we need the assistance
of government, quite honestly, to help us get exposed to those
young people who need us, so that we can have our effective pro-
grams be implemented.

Mr. HINOJOSA. I want to respond to one of the earlier comments
that you made on wants versus needs, personal budget, and start-
ing savings plans being so critical.

On the