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Introduction

Griffith University has demonstrated expertise in financial literacy, and it is a field of increasing interest
to researchers, educators and policymakers. In Australia, the National Financial Literacy Strategy 2014-
17 set the first strategic priority as to educate the next generation, particularly through the formal
education system. This led to financial literacy education being embedded in the school curriculum. The
objectives were to increase the number of teachers trained (core action 1.2) and to increase the
engagement and confidence of teachers to teach consumer and financial literacy through the Australian
Curriculum (core action 1.4). In addition to teachers, the National Financial Literacy Strategy referenced
increasing the number of VET students participating in financial literacy education, and more generally,
to extending opportunities to engage students in the post-compulsory years of education. The most
recent National Financial Capability Strategy 2022 underscore the importance of supporting young
Australians to navigate ‘financial firsts’.

Accordingly, we make this submission to the Review of Australia’s Higher Education System to address
with regard to key areas for review 1 and 2 in regard to the role of Higher Education to redress gaps in
the supply of financial education to its students. It can be argued that universities have a moral
obligation to support students in managing their finances, due to the large financial burden placed on
them as they engage in tertiary study.

As members of the Griffith Centre of Personal Finance and Superannuation (GCPFS) we have extensive
research experience addressing financial literacy, financial stress of university students, tax literacy,
small business, and First Peoples (a list of publications is provided below). For example, West and de
Zwaan have multiple publications on the financial stress and wellbeing of university students, de Zwaan
has published on the financial burdens of compulsory placement on students, and de Zwaan and West
have developed a deep understanding of financial literacy of high school students in a recent funded
project and report. West and de Zwaan also write extensively on the measurement instruments used
to analyse financial literacy performance.

Professor Freudenberg and Dr Belle Isle’s research with others has considered how a person’s tax
knowledge is an important component of financial literacy, both in terms of individuals, but as well as
for those undertaking business activities. Through the Griffith Tax Clinic, Freudenberg and Belle llse
have conducted community workshops for various organisations to improve the tax literacy and
confidence. This has included tax workshops for High School students, First Peoples, recent immigrants
and those about to commence a small business. Through these workshops they have developed tools
and checklists to consider not only tax obligations, but also how tax can influence a businesses’ cash
flow. They have conducted workshops for High School teachers to increase their knowledge and
confidence in being able incorporate tax into the curriculum.

Associate Professor Bodle has led a team of researchers to learn how Indigenous business owners
become economically sustainable in running successful small businesses, and translate it into best
practices. Through the ARC-funded project, ‘Empowering Indigenous businesses through improved
financial literacy’ aims to compare the level of financial and commercial literacy of Indigenous and non-
Indigenous small business owners. It will accomplish this by analysing the financial performance and
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contrasting the support and resources available to Indigenous and non-Indigenous business owners, in
independent and franchised businesses that are in urban, regional and remote areas of Australia.

In addition to research expertise in financial literacy, we undertake various activities that support
financial literacy and benefit the broader community. This includes the Griffith Tax Clinic, operated by
Freudenberg and Belle since 2019. In this program, 76 students have undertaken training to deliver tax
support to over 500 clients, through meetings and workshops. Feedback from clients is that the
assistance they received reduced their anxiety, improved their knowledge, improved their confidence
in keeping proper records, and would recommend the service to others. West hosts the Financial
Literacy Action Group’s annual Information Exchange, which brings together service providers in Logan
that address financial hardship and provide financial literacy support. Further, Bodle has contributed to
enhancing our Business curriculum with First Peoples perspectives and leads initiatives to support First
Peoples research.

We provide a list below of research undertaken by the contributing authors:

Students
e de Zwaan, L. & West, T. (2022) Financial literacy of Young Australians, Report prepared for the
Financial Basics Foundation, available here.

e de Zwaan, L. & West, T. (2022) Many students don’t know how to manage their money. Here are
6 ways to improve financial literacy education, The Conversation, March 3, 2022. Available here.

e West, T.,, de Zwaan, L. & Johnson, D. (2020) Financial wellbeing in a crisis: Student revisions of
future expectations and financial satisfaction, presented at the virtual Asian Consumer and Family
Economics Association conference proceedings, September 12-13, 2020.

e West, T. & de Zwaan, L. (2020). Financial Socialisation of Australian University Students:
Differences in Gender, Consumer Interests Annual, 66, 2020, 1-14.

e West, T. (2020). Women pay their way on income contingent student debt, Policy Futures in
Education, 18(8), 937-956.

e de Zwaan, L. & Grant-Smith, D. (2019) “Don’t forget to eat and sleep”: The personal financial
stressors and coping strategies of nursing students in unpaid clinical placements, Nurse Education
in Practice, 35(Feb), 1-6.

e West, T., (2018) Lowering the HELP repayment threshold is an easy target, but not the one we
should aim for, The Conversation, April 19 2018. Available here.

e Grant-Smith, D., de Zwaan, L., Chapman, R. & Gillet-Swan, J. (2018) ‘It’s the worst, but real
experience is invaluable’: Pre-service teacher perspectives of the costs and benefits of
professional experience, In Teacher Education in and For Uncertain Times. Springer.

Financial Literacy

e Worthington, A. & West, T. (2022) Financial Literacy and Financial Education in Australia and New
Zealand, Handbook on Financial Literacy, Routledge.

o West, T. & Mitchell, E. (2022) Australian women with good financial knowledge fare better in
divorce, Australian Journal of Management, 47(2), 203-224.
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West, T., de Zwaan, L. & Johnson, D. (2021) Do women have lower levels of financial literacy, or
are they opting out? A look at the non-response gender bias in financial literacy measurement,
Financial Services Review.

West, T., Cull, M. & Johnson, D. (2021) Income more important than financial literacy for
improving financial wellbeing, Financial Services Review, 29(3), 187-207.

West, T. & Cull, M. (2020). Future Expectations and financial satisfaction, Economic Papers, 39(4),
318-335.

West, T. & Worthington, A.C. (2017) Synthesizing an Index of Financial Literacy: Using Not- for-
Purpose Survey Data, Economic Notes, 47, 331-352.

Indigenous financial literacy

Bodle, K., Brimble, M., Weaven, S., Frazer, L., & Blue, L. (2018) Critical success factors in managing
sustainable indigenous businesses in Australia, Pacific Accounting Review, 30(1), 35-51.

Tax Literacy

Chardon, T., Brimble, M. & Freudenberg, B. (2016) Tax and Superannuation Literacy: Australian
and New Zealand Perspectives, New Zealand Journal of Taxation Law and Policy, 22(4), 327-345.
Chardon, T., Freudenberg, B. & Brimble, M. (2016). Are Australians under or over confident when
it comes to tax literacy, and why does it matter?, eJournal of Tax Research, 14(3), 650-682.
Chardon, T., Freudenberg, B. & Brimble, M. (2016). Tax literacy in Australia: not knowing your
deduction from your offset, Australian Tax Forum, 31 (2), 321-362.

Chardon, T,, Lee, C., de Zwaan, L. & Liu, Y. (2016). University Students and Tax Literacy:
Opportunities and Lessons for Tax Teaching, Journal of the Australasian Tax Teachers Association,
11(1), 85-102.

Small Business Literacy

Belle Isle, M., Freudenberg, B. & Sarker, T. (2022) The Business Tax Literacy of Australian Small
Businesses, Australian Tax Forum, 37(1), 65 — 103.

Belle Isle, M. & Freudenberg, B. (2021) Taxing my cash flow: The influence of tax on small service
sector business cash flow, Journal of Australasian Tax Teachers Association, 16(1), 1-37.

Belle Isle, M. & Freudenberg, B. (2021) A comprehensive analysis of the business literacies of
Australian small businesses, Journal of Australian Taxation, 23(1), 67 — 102.

Grant-Smith, D., de Zwaan, L., Irmer, B., & Feldman, A. (2021) A Profile of MLM Consultants in
Australia: Financial literacy and other characteristics. QUT Centre for Decent Work & Industry and
Griffith University, Brisbane. Available, here.

Belle Isle, M., Freudenberg, B. & Sarker, T. (2018). Is the literacy of small business owners
important for cash flow management?: The experts’ perspective, Journal of Australasian Tax
Teachers Association, 13(1), 31-67.

Freudenberg, B., Chardon, T., Brimble, M. & Belle Isle, M. (2017) Tax Literacy of Australian Small
Businesses, Journal of Australian Taxation, 18(2), 21-61.
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Debt

e Ajzerle, S., Brimble, M. & Freudenberg, B. (2015) A (W)hole in financial budget: Budgeting’s
influence on the effective use of credit card debt in Australia, Financial Planning Research Journal,
1(1), 55 — 72.

e Ajzerle, S., Brimble, M. & Freudenberg, B. (2013) Is financial capability related to the effective use
of debt in Australia? Australasian Accounting Business and Finance Journal, 7(3), 107 -126.
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KEY AREAS FOR REVIEW

1. Meeting Australia’s knowledge and skill needs, now and in the future

“Enhance the delivery of quality education that meets the needs of students across all
stages of lifelong learning and develops the skills needed now, and in the future. This
will include recommendations for new targets and reforms recognising that more than
nine in ten new jobs will require post-school qualifications, and fifty per cent of new
jobs are expected to require a bachelor’s degree or higher.”

We agree that the Australian Higher Education sector should focus on quality education that “meets
the needs of students across all stages of lifelong learning and develops the skills needed now, and in
the future”. The Australian Higher Education sector can better meet this objective with the inclusion
of compulsory financial literacy classes, which may include extracurricular workshops and/or a
personal finance elective. University years are a key transitional period, with students required to
navigate new financial responsibilities as they become independent adults (Britt, Mendiola, Schink,
Tibbetts & Jones, 2016). Compulsory classes are not an overly ambitious goal—17 states in the United
States have mandates for a one-semester personal finance course at universities, with a goal to include
all 50 states by 2030 (see Figure 1 below).

Figure 1. U.S. states with mandated personal finance courses.

Il Guaranteed States

17 states now guarantee a one semester personal finance course
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Source: www.SFEPD.org

Developing financial capability is an important undertaking. Increasingly complex financial choices
and products brings into sharp focus the need for consumers to be empowered with knowledge and
consequences of their financial decisions. A significant number of Australians struggle to manage
their money. 1 in 3 people find dealing with money stressful and overwhelming and there are
multiple other areas of concern as shown in Figure 2 below.
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Figure 2. Areas of Concern

Some areas of concern { ? N

Manage money day-to-day

Make informed money decisions

Plan and save for the future
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didn't save any money in the believe that nothing they do will make have less than $1000 in savings

last 6 month much difference to their financial situation

Source: National Financial Capability Strategy, 2018

Evidence suggests that financial illiteracy is widespread across different countries and settings (ANZ,
2011; Financial Services Authority, 2006; Mandell, 2008). Young adults in particular have been found
to have lower levels of financial literacy than people from older age groups (Ali, Anderson, McRae
& Ramsay, 2014). The financial literacy of young adults is particularly critical as financial habits
formed in early adulthood are likely to persist (Shim, Xiao, Barber & Lyons, 2009) and financial
behaviour has been shown to have a major impact on financial wellbeing (ANZ, 2018). Studies have
established a correlation between low financial literacy and poor financial outcomes later in life
(Lusardi & Mitchell, 2009; van Rooij, Lusardi & Alessie, 2011), and research shows that money
attitudes and unsound financial management practices are predictors of debt and financial
problems amongst young Australians (Dowling, Corney & Hoiles, 2009; Phau & Woo, 2008).

Financial literacy has been recognised as a core life skill that students should possess in an
increasingly complex world to meet real-life challenges (OECD, 2005; Thomson, 2014). In addition,
financial literacy is considered an essential skill for employment, not the least because employment
results in the need to lodge tax returns and manage superannuation, but also because financial
literacy is necessary in many careers (Coben, Dawes & Lee, 2005; Davies 2002). Despite this, financial
literacy has not traditionally been included as a generic learning outcome embedded in tertiary
courses.

In Australia, the Australian Qualifications Framework (AQF) specifies that generic learning outcomes
are ‘the transferrable, non-discipline specific skills a graduate may achieve through learning that
have application in study, work and life contexts’ (AQF, 2013, p.11). Four broad categories of generic
learning outcomes are recognised in the AQF: fundamental skills such as literacy and numeracy;
people skills such as communication skills; thinking skills such as problem solving; and personal skills
such as self-direction (AQF, 2013). Numeracy is understood as a fundamental basic skill that is
essential to educational, social and economic success (Nicholas, Fletcher & Davis, 2012) and is a key
component of the generic learning outcomes (Lonsdale & McCurry, 2004); however, financial
literacy, a more advanced and applied knowledge with its basis in numeracy, is not considered in
the AQF.
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The national approach to addressing financial literacy deficits in the Australian community

(discussed further in section 2) has evolved since 2011. Until 2021, the Australian Securities and
Investment Commission (ASIC) led the National Financial Literacy Strategy.* The core objective of
the Strategies have been to create opportunities for all Australians to increase their understanding
of financial issues, manage financial risks and make the most of their money. The first National
Financial Literacy Strategy set the foundation for “using educational pathways to build financial
literacy for all Australians” (ASIC, 2011, page 6). The second National Financial Literacy Strategy set
the first priority to “educate the next generation, particularly through the formal education system”,
which resulted in financial literacy education information being integrated across Australia’s
network of approximately 9,500 schools (Blue et al., 2014). To facilitate embedding financial literacy
in schools, financial literacy was included in the national school curriculum from 2011, and ASIC
developed the MoneySmart Teaching program, which provides teaching resources and professional
development for teachers.

Even though earlier versions of the Strategy focused on school curriculum, PISA tests of 15-year-old
school students show a decline in average financial literacy scores from 526 in 2012 to 504 in 2017.
Worryingly, school students indicated they would reply to scam emails, provide their ‘lost’ online
banking details or click on a link provided within an email and follow the instructions instead of
contacting their bank (Singhal, 2017). Regarding general financial literacy indictors, evidence
consistently shows that being young, female, a single parent, in poor health, unemployed and with
low income and wealth increases the likelihood of low levels of financial literacy (West &
Worthington, 2017). In fact, the National Financial Capability Strategy 2018 highlighted four cohorts
that need financial literacy support that include Indigenous Australians, young people, women, and
older people.

Universities have a unique opportunity to continue the learning journey and engage with young
people when they are facing financial decisions for the first time and making career decisions that
have life-long implications. The ANZ Adult Financial Literacy Survey found that 18-24-year-olds
perform poorly at forward financial planning and keeping track of finances, have a lower ability to
choose suitable financial products, and have a weaker awareness of financial liability (ANZ, 2011).
Studies also find that while young people are confident in their capacity as consumers (Financial
Literacy Foundation, 2007), their more limited ability to manage income and understand their
consumer rights places them at risk of poor decision-making. Research on Australian university
cohorts find broad agreement that students are knowledgeable and confident with simple financial
concepts, but complex, unfamiliar or long-term financial matters are particularly challenging (Cull &
Whitton, 2011; ASIC, 2011 Beal & Delpachitra, 2003). The consequences of poor decision-making for
young people include the risk of serious financial error, leading, in some cases, to debt stress (ASIC,
2011).

In Australia, financial literacy education at university is uncommon. Gerrans and Heaney (2016)
introduced a personal finance course at the University of Western Australia. They assessed the
efficacy of the course on students’ financial literacy using pre- and post-testing and found

11n 2018 the strategy was renamed to the National Financial Capability Strategy.
Page 8 of 14



I\ Griffith

Queensland, Australia
completion of the subject led to an increase in both objective and subjective financial literacy.

Worthington (2013) provides a broad review of the range of financial literacy programs offered in
Australia, and their findings show that while financial literacy is considered at the school level,
university financial literacy programs such as the one reported by Gerrans and Heaney (2016) are a
rarity.

In addition to the inclusion of compulsory financial literacy classes, we suggest that the tertiary
education sector should consider the addition of tax literacy workshops, micro-courses, or electives
across all degrees. The tertiary sector prepares students in their specific area of study, it does not
necessarily provide them with the required skills to comply with the tax system. Based on prior
research, post graduate students have the highest tax literacy when compared to those with an
undergraduate degree, trade qualification, or secondary school certificate (Belle Isle, Freudenberg and
Sarker, 2021). However, it should be acknowledged that the level of tax literacy achieved was average
for postgraduates. In comparison undergraduate and trade qualified individuals answered 40% correct
and those completing year 12 answered one in every four tax literacy questions correctly.

Knowledge of taxation is a necessary life skill regardless of chosen workforce. Research suggests that
those with higher levels of tax literacy are more likely to be compliant taxpayers, who hold a better
understanding of the importance of tax policy in the operation of a civilised society (Nichita et al.). Tax
knowledge should be included at all levels of education, with Australia making a progressive step in
doing so by including tax and superannuation concepts as part of the consumer and financial literacy
education in the national curriculum. Resources have been developed to assist primary and secondary
educators to bring tax and superannuation into the classroom. However, from a tertiary perspective,
tax knowledge is limited to those enrolled in Business or Commerce degrees choosing a major with
taxation law as a core subject or as a free choice elective for other students this includes those aspiring
to be primary and secondary educators at completion of studies.

The tertiary sector has an opportunity to enhance the financial, taxation and superannuation literacy
of upcoming educators to ensure that those providing knowledge or making use of resources created
by the Australian Taxation Office and ASIC have the skill and know-how to design pedagogy that will
increase literacy of students through all levels of education. Micro-credentials or course content
created specifically for degrees in education could be included with delivery provided by academic
experts from Business Schools. This could have a positive effect on improving financial, tax and
superannuation literacy for future generations. Relying on individuals completing postgraduate study
to achieve higher levels of literacy does not benefit society, considering that only 10% of young adults
attain a master’s or doctoral degree (OECD, 2019).

There are many opportunities for universities to extend the formalisation of financial education.
Universities, for example, could provide the following:

a. Students could complete a financial literacy module before being able to defer tuition fees
(HECS-HELP) (with an opt-out option)

b. Extra-curricular workshops are offered on different topics, such as tax, budgeting,
superannuation, insurance, inflation and the economy, investing

c. University-wide, online, elective courses are available on practical personal finance

d. Staff undertake financial literacy programs as part of a wellbeing program; and

e. Programs have ‘developing financially capable students’ added to the list of graduate
attributes, providing appropriate support programs.
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™

Access and opportunity

“Improve access to higher education, across teaching, learning and research. This will
include recommendations for new targets and reforms to support greater access and
participation for students from underrepresented backgrounds (including First Nations
Australians, those from low socio-economic backgrounds, people with disability, and
regional and rural Australians).”

We agree that Universities should attract and retain students from underrepresented backgrounds
that include First Nations Australians, those from low socio-economic backgrounds, people with a
disability and people from regional Australia. People with these backgrounds often face enormous
intersectional challenges to participating in study, not the least of which have to do with money.
Financial illiteracy is a concern for university students as they are embarking on major financial and
life-cycle events, such as borrowing to study or moving out of home and are faced with a wide range
of financial products and services.

Universities are well placed to support the development of financial capabilities for equity groups
that include young people (67% are under age 25), as well as older students (see Table 1). The four
equity groups are also growing as a proportion to other students (see Table 2).

Table 1. Australian Tertiary Students by Age, 2020

Number of Tertiary students

250,000
200,000
150,000
100,000

50,000

Source: Department of Education and Training, Higher Education Statistics, 2020
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Table 2. Growth in Equity Groups of Australian Tertiary Students, 2006-2020

Number of Domestic Students in Equity Groups
1,200,000
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1,000,000 speaking background
e Students with a disability
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Source: Department of Education and Training, Higher Education Statistics, 2020

A recent survey of 18,584 students in Australian Universities conducted by Universities Australia
shows that a significant proportion of students are “doing it tough” (Universities Australia, 2018).
Most domestic students are worried about their finances, with one-third indicating that expenses
are greater than estimated incomes. Indigenous students are most likely to be worried about their
finances (72%), followed by low SES students (63%), regional students (64%), and the remainder
(58%). Alarmingly, 25% of Indigenous students indicated they regularly went without food or
necessities, followed by 19% of regional students, 18% of low SES students, and 15% of the
remainder. 14% of International students also indicate they go without food or necessities. Only 38%
of domestic undergraduate students feel they are in control of their finances. Furthermore, most of
the domestic undergraduate students work, and the share of students working more than 20 hours
has increased since earlier surveys. Some of these students report missing classes and that work has
a negative impact on study.

Previous surveys of Australian university students provide strong evidence to support the notion
that the financial circumstances of students have a substantial impact on their study. These surveys
include the Australian Vice Chancellors’ Committee survey in 2000 entitled Paying their way: A
survey of Australian Undergraduate University Student Finances; the 2014 study by the Halliday-
Wynes and Nguyen and the National Centre for Vocational Educational Research entitled Does
financial stress impact on young people in tertiary study? in 2014 and the Universities Australia
Student Finances Survey deployed every 5 years.

Other studies of financial stress of tertiary students have similar findings around the world. The toll
of financial stress on students is exhibited in terms of less campus and social engagement, which
contributes to lower retention rates (Engle and Tinto, 2008). In the US, a study by Joo et al. (2008)
found that students had reduced their course load or dropped out to work more hours to make loan
or credit card payments. Britt et al. (2015) linked financial stress to lower grade point averages.

Moreover, the decision to participate in higher education for many students requires accumulating
student debt. While the Income Contingent Loan system is designed so that repayment is not
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required until a minimum income threshold is reached, Universities are not taking responsibility for
educating students about the implications of this debt and its parameters. Especially in times of
austerity, Governments discuss changes in some of the parameters, of which the financial
implications for debtors can be substantive. For example, in 2018 legislation passed the Parliament
to reduce the initial threshold from $56,000 to $45,000, and prior to this, the Australian Liberal Party
discussed changing the inflation adjustment rate to the Government Bond rate instead of the CPI.
Accordingly, universities have a moral obligation to provide students with financial literacy
workshops that include detailed information on HECS-HELP (and other) loans, and how they interact
with the earnings and tax system.
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