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Financial Literacy Speak is a First for President Obama

Did anyone else experience déjà vu when hearing President Obama’s State of the Union address at the U.S. Capitol building in Washington, D.C. on January 20, 2010? While he spoke of some interesting, new initiatives, his address was largely a recap of his Inaugural speech from exactly one year earlier. In the midst of his “recap,” however, he did introduce an issue on which he had not previously held a position. President Obama mentioned financial literacy as a component of education that needed some attention, and in which states could potentially use stimulus money to fund programs with a focus in that area. Some supporters consider this President Obama’s attempt to prepare U.S. citizens with a certain level of financial knowledge that will allow them to better understand the terms of mortgage loans, fees associated with certain financial transactions, and prevent the current mortgage foreclosure crisis from happening again. Critics claim that it is simply another way for the federal government to interfere with the role of the states.

According to President Obama, “With increased technology and globalization in the financial services sector, a lack of sound knowledge of financial terms and practices will cripple our economy and destroy our wealth. We need to take action to equip adults with the tools they need to make sound financial decisions. Further, we must not forget about our children. Students, schools, and families have all been impacted by the trouble in the mortgage market and the resulting credit crunch and foreclosure crisis. Going forward, we must not lose our focus on these issues. We intend to propose a way that states can take advantage of stimulus funds for implementation of financial literacy programs for students in America, so they will be armed with the knowledge and have the financial savvy to be the leaders of our future economy.” However, representatives of the National Education Association (NEA) aired their differences with Obama’s agenda shortly after his address. The address just so happened to be aired on the eve of the first day of NEA’s annual meeting in Philadelphia, Pennsylvania. NEA President Dennis Van Roekel said, “We applaud Mr. Obama’s efforts to increase the financial literacy of America’s citizens. But tying it to stimulus funds as a way to incorporate it into the curriculum puts a strain on schools and districts at a time when resources are already limited.” 
Still others see it as an opportunity to help students, especially students who are home-schooled. The American Home School Association (AHSA) issued a brief statement shortly after the State of the Union address. The official AHSA spokesperson stated, “Financial literacy is not just about learning how to balance a checkbook. It is the ability to make informed judgments and to take effective actions regarding the current and future use and management of money. It includes the ability to understand financial choices, plan for the future, spend wisely, and manage the challenges associated with life events such as a job loss, saving for retirement, or paying for a child’s education. Without these skills, the future of our children is doomed.”
Until President Obama provides further details as to what programs might be eligible for stimulus funds, and until he outlines an overall strategy and goals for increasing financial literacy, we can expect not to hear too much talk about it. The jury is still out on the issue, but a financial literacy war seems ominous. 
Financial Literacy: A Formal Analysis

In recent years, financial literacy has gained the attention of a wide range of major banking companies, government agencies, grass-roots consumer and community interest groups, and other organizations. Interested groups, including policymakers, are concerned that consumers lack a working knowledge of financial concepts and do not have the tools they need to make decisions most advantageous to their economic well-being. Such financial literacy deficiencies can affect an individual’s or family’s day-to-day money management and ability to save for long-term goals such as buying a home, seeking higher education, or financing retirement. Ineffective money management can also result in behaviors that make consumers vulnerable to severe financial crises. From a broader perspective, market operations and competitive forces are compromised when consumers do not have the skills to manage their finances effectively. Informed participants help create a more competitive, more efficient market. As such, President Obama saw financial literacy as a way to position the U.S. in a competitive stance as we move forward in this global economy.
A variety of entities have played a role in promoting financial literacy. The matter has received the attention of policymakers, with members of the Federal Reserve Board addressing the topic on numerous occasions and Congress holding two days of hearings on the subject in February 2002.
  In addition, the Department of the Treasury has established an Office of Financial Education dedicated to providing resources and contributing to policy on financial literacy.
  And the No Child Left Behind Act of 2001 commits federal funding for innovative assistance programs at the local level, including ‘‘activities to promote consumer, economic and personal finance education, such as disseminating information on and encouraging use of the best practices for teaching the basic principles of economics and promoting the concept of achieving financial literacy. . . .’’ 

One of the main challenges for policymakers and educators in designing and delivering financial literacy education is determining where financial literacy education should be provided to reach the broadest audience.  In considering where to introduce financial management topics to youth, the public school system may seem a logical place. However, issues of funding and teaching priorities complicate the use of this venue. Even when states mandate personal finance education, the question remains of how to incorporate training into existing student curricula, as specific requirements related to academic performance and the desire to offer worthwhile but competing electives, such as foreign languages and music, may leave little room for a separate course. Similarly, while research identifies the workplace as an effective venue for extending financial literacy to adults, the existence of workplace programs is dependent on management philosophy and corporate culture, and as a result, programs may not be available to large segments of the population.
The development of consistent standards for measuring results, too, could increase the success of financial literacy programs. Practitioners who can demonstrate the effectiveness of their programs can contribute significantly to the identification of ‘‘best practices’’ and the setting of policies that may lead to consumers who are better equipped to survive and, more importantly, thrive in our vibrant, diverse, complex financial marketplace.
�See, for example, ‘‘Financial Literacy,’’ testimony by Chairman Alan Greenspan before the U.S. Senate Committee on Banking, Housing, and Urban Affairs, February 5, 2002; ‘‘Reflections on Financial Literacy,’’ speech by Vice Chairman Roger W. Ferguson, Jr., before the National Council on Economic Education, May 13, 2002; and ‘‘Financial Literacy,’’ speech by Governor Edward M. Gramlich at the Financial Literacy Teacher Training Workshop, University of Illinois at Chicago, May 2, 2002. See also ‘‘Hearings on the State of Financial Literacy and Education in America,’’ U.S. Senate Committee on Banking, Housing, and Urban Affairs, February 5–6, 2002 (� HYPERLINK "http://www.senate.gov/%7Ebanking/02_02hrg/020502/index.htm" ��www.senate.gov/%7Ebanking/02_02hrg/020502/index.htm� and � HYPERLINK "http://www.senate.gov/%7Ebanking/02_02hrg/020602/index.htm" ��www.senate.gov/%7Ebanking/02_02hrg/020602/index.htm�).





�U.S. Department of the Treasury, ‘‘Treasury Department Announces Office of Financial Education—New Deputy Assistant Secretary for Financial Education in Place,’’ press release, May 7, 2002 (� HYPERLINK "http://www.treas.gov/press/releases/po3079.htm" ��www.treas.gov/press/releases/po3079.htm�).
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