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Introduction 


On March 10, 2015, the Committee on Consumer Affairs, chaired by Council Member Rafael Espinal, will vote on Proposed Introductory Bill Number 458-A (“Int. No. 458-A”), a local law to amend the administrative code of the city of New York, in relation to requiring the department of consumer affairs to provide young adults with outreach and education regarding consumer protection issues. The Committee previously held a hearing on Introductory Bill Number 458 (“Int. No. 458”) on February 9, 2015. 

Background


A majority of Americans incur some form of debt to improve their lives and obtain necessary products and services. Between 69%
 and 75%
 of households carry some form of consumer debt. Families borrow money to invest college education, finance a home, or buy a car. Credit cards are often relied upon to fund a special purchase or help cover unexpected expenses. According to the Federal Reserve Board of New York (“FRBNY”), the total debt of American households before the financial crash of 2008 stood at a staggering $12.68 trillion.
 Overall household debt has fallen in subsequent years, driven primarily by the collapse of the housing market and a 22% reduction of mortgage debt.
 All other consumer debt products, however, have continued to grow as households have turned to debt to make up for loss of income. By September of 2014, consumer debts (excluding home loans) reached an all-time high of $3.2 trillion.
 Young adults, those between the ages of 16 and 24, often referred to Generation Y or “millennials,” are faced with the challenge of establishing their careers and their futures against this tough economic landscape.

Of all consumer debt, student loans are growing the fastest. Over 50 million Americans carry student loans, including over 1.3 million residents of New York City.
 Student debt grew past credit card debt for the first time in 2010.
 In 2011, it surpassed auto loans.
 By November of 2014, student loans had reached $1.3 trillion
 and that figure continues to grow at nearly $3,000 per second.
 The graduating class of 2014 is currently the most indebted class ever, as was the class before them, and they will likely be surpassed by the next graduating class in June of 2015.
 


Yet, as the cost of higher education continues to rise, research continues to show that a four-year degree remains the best bet to a secure financial future.
A recent study by the Economic Policy Institute, studying 2013 data from the Department of Labor, found that Americans with a four-year college degree earned 98% more per hour on average than those without.
 The wage difference is at a record high, up from 89% five years ago, 85% a decade earlier, and 64% in the early 1980s.

The average student loan debt held by New York City’s borrowers is $34,100, which is almost 25% higher than the national average. Upon graduation, more than a quarter of these indebted students are likely to fall behind on that debt.
 In New York City, 9.7% of consumers with student loans are seriously delinquent, meaning they are at least 90 days behind on their payments.
 

Efforts have been made at various levels of government to respond to the burden of student loan debt. In May of 2014, Senator Elizabeth Warren (D-MA) introduced a bill in Congress that would refinance student debt into a lower interest rate.
  Two months later, Senator Marco Rubio (R-FL) introduced a bill that would strengthen the already existing income-based repayment programs. On January 18, 2015, Governor Cuomo announced a statewide student loan forgiveness program for graduates of New York schools who continue to live in the State, participate in the federal “Pay As You Earn” program, and earn less than $50,000 annually.

Student loans are among a variety of consumer products that promise to help young people, but carry hidden risks. A mode of transportation is a popular need for young adults first entering the workforce or college.  Auto loans have rebounded strongly since the 2008 crash, nearing $1 trillion by the end of 2014.
 Auto dealerships are known for aggressively pushing consumers to finance their purchase directly with the dealer rather than explore better options with a bank. This dealer financing can be troublesome, as the interests of the salesman are not fully aligned with the interests of the consumer, and some dealers engage in deceptive practices.

 Additionally, banks and companies offering credit cards market aggressively to young adults and particularly to college students. The percentage of college students who have credit cards increased from 67% in 1998 to 84% in 2008.
  In the same time period the number of students who held more than four cards increased from 27% to 50%.
  In response to deceptive practices once rampant on college campuses, Congress included provisions in the Credit CARD Act of 2009 to require disclosure of marketing and fee-sharing arrangements between colleges and credit card companies.
 The federal Consumer Financial Protection Bureau continues to monitor the transparency of credit cards and debit cards on college campuses.  
Young adults are building their future in an increasingly complex world of personal finance. Studies have found that financial education can positively impact consumer behavior 
 but also raise questions as to the best mechanisms for delivering the information.
 Statistics suggest there is a need for financial education targeted to young adults. As much as 12% of them are unbanked, 43% have used non-bank methods of borrowing, and 34% have engaged in “three or more costly credit card behaviors.”
 A survey by the Financial Industry Regulatory Authority, found that only 24% of young adults were able to answer four or five questions correctly on a five question financial literacy quiz.
 Young adults seem to be aware of the problem. A Sallie Mae survey of undergraduate students from 2009 finds strong demand for financial education: 84% of respondents wanted more financial education, 60% wished they had more in high school, and 40% expressed a desire for more financial education in college.
 The demand for financial education has likely grown in recent years as the country continues to rebuild from the recession.
Financial Literacy Outreach and Education at the Local Level 


The Office of Financial Empowerment (“OFE”) is a multi-faceted anti-poverty initiative established in 2006 and administered by the Department of Consumer Affairs (“DCA”).  In order to increase financial literacy in New York City,  OFE established Financial Empowerment Centers (“FEC”) across the five boroughs to offer direct professional counseling either in-person or over the phone on a variety of topics including, but not limited to, debt reduction, improving credit, and opening a bank account.
  OFE’s financial counseling and education initiatives have expanded greatly since 2008, when the first FEC opened in the Bronx.  There are now nearly 58 City-wide sites that provide financial education and services to low-income consumers.
  



OFE also administers the Financial Education Network (“FEN”), a searchable online database of 240 organizations, agencies and non-profit organizations, all of which provide free and low-cost financial education services.
 Additionally, OFE offers trainings to the providers listed on the FEN database.  Providers may participate in OFE forums and networking opportunities.  As of December 2013, OFE had hosted a total of eighteen FEN forums and trainings to support the “ongoing professional development of FEN partners.”
 


During the February 9th hearing on Int. No. 458, DCA testified that OFE had been involved in several programs directed at educating youth and were supportive of developing targeted outreach on financial literacy for young people. 

Analysis of Proposed Int. No. 458-A

Proposed Int. No. 458-A would require DCA to establish outreach and education efforts on consumer issues affecting young adults between the ages of 16 and 24. Such outreach and education would cover consumer products that are commonly relied upon by young adults, including student loans, car loans, and credit cards. Such outreach and education would also provide information related to OFE and its financial education providers.  Proposed Int. No. 458-A would require DCA to make any educational materials created pursuant to the local law available to the Chancellor of the City’s public schools and the Chancellor of the City University of New York. The bill further requires DCA to make such materials available on its website in English and in the six languages most commonly spoken by limited English proficient individuals in the City as determined by the Department of City Planning.  Proposed Int. No. 458-A would require that educational materials be updated on an annual basis.  The education and outreach would commence, and educational materials would be made available on September 1, 2015.

Proposed Int. No. 458-A

By Council Members Treyger, Barron, Constantinides, Espinal, Gentile, King, Rodriguez and the Public Advocate (Ms. James)

..Title

 A LOCAL LAW

To amend the administrative code of the city of New York, in relation to requiring the department of consumer affairs to provide young adults with outreach and education regarding consumer protection issues.

..Body

Be it enacted by the Council as follows:


Section 1.  The administrative code of the city of New York is amended by adding a new section 20-706.1 to read as follows:


§ 20-706.1 Outreach and education on consumer protection issues for young adults. The commissioner shall establish and engage in outreach and education efforts that are tailored to individuals ages sixteen to twenty-four. Such outreach and education shall concern consumer issues that are likely to affect individuals ages sixteen to twenty-four including, but not limited to: (a) credit card debt; (b) student loans; and (c) leasing or purchasing a motor vehicle. Such outreach and education shall also provide information related to the department’s office of financial empowerment and its financial education providers. The outreach and education required by this section shall commence on September 1, 2015 and shall include educational materials that shall be made available on the department’s website, and submitted to the chancellor of the New York city department of education and the chancellor of the city university of New York no later than September 1, 2015. The educational materials made available on the department’s website pursuant to this section shall be made available in English and in the six languages most commonly spoken by limited English proficient individuals in the city as determined by the department of city planning. The commissioner shall update the educational materials made available on the department’s website on an annual basis and submit such updated materials each year to the chancellor of the New York city department of education and the chancellor of the city university of New York. 


§ 2.
This local law shall take effect immediately. 
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