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Financial Literacy in New Zealand

Steven Lim
Economics Dept
University of Waikato
New Zealand

This presentation will address the following questions:

1 What are the aims of financial education in NZ?

The New Zealand Government has stated:

‘Building the financial capability of New Zealander’s is a priority for the
Government. It will help us improve the wellbeing of our families and
communities, reduce hardship, increase investment, and grow the
economy.’

Personal financial education is a fairly recent concept in New Zealand,
developing only since the mid-1990s. In the early 2000s, research findings (in
schools and of the adult population) suggested that some New Zealanders did not
have a sufficient level of financial literacy to operate effectively in the financial
environment (Feslier, 2006). Thus, momentum grew for improving New
Zealanders’ financial literacy. This momentum came from the New Zealand
Government, the finance industry, private organisations, regulatory authorities
and the central bank.

There is a substantial need for financial education today. New Zealand has
adopted relatively light-handed financial sector regulation. We have many and
complex financial products, a sophisticated financial market, and a voluntary
regime for retirement savings (without tax incentives or compulsion). Personal
financial literacy is important in helping our people to navigate a complex
financial environment.

2 How do government and private organisations promote financial
literacy in NZ?

Aiming to build a financially literate population is a hugely ambitious goal. This
outcome cannot be achieved by one organisation alone. The involvement of the
public, private and voluntary sectors is necessary for implementation to be
successful. Major players include:



e The NZ Government
Eg, The Commission for Financial Capability
(http://www.cffc.org.nz/the-commission/contact-us/)
The Retirement Commission (www.sorted.org.nz)

e The New Zealand Bankers’ Association
(http://www.nzba.org.nz/banking-information/financial-literacy)

e Universities and high schools

All of these organisations promote basic financial literacy, such that in aggregate
New Zealanders have access to information and courses that assist them with
making better financial choices. For example, The Retirement Commission
website aims to improve peoples’ understanding of all kinds of financial issues,
including saving for retirement. The website ‘Sorted’ lets users set goals (short-
and long-term), budget incomes, plan short- or long-term savings, understand
KiwiSaver — the government’s main retirement savings vehicle, manage debt,
and understand more about mortgages, insurance, investing, trusts and fees.

3 Does financial literacy teaching and information meet the needs of the
NZ people?

According to a recent report (PISA 2012), New Zealand’s average Score in
financial literacy (520 points) is above the average score for the 13
OECD countries taking part (500 points). In addition:

e New Zealand had a large proportion of students (19%) with advanced
skills and knowledge in financial literacy compared to the OECD
average (10%)

e Most New Zealand students (approximately 90 percent) had a bank
account, a proportion higher than most participating countries. The
difference inachievementin financial literacy between students who
held a bank account (543 points) compared to those who did not (437
points) was the largest among all participating countries.

e« Relative to students in other participating countries, New Zealand
students did better in the money and transactions content area than
in planning and managing, risk and reward, and financial landscape.

Overall, some people think that NZ is doing well in financial literacy.
But, as we will see, there may be more to be done.

4 Can learning content be modified to better meet the needs of the
people?


http://www.sorted.org.nz/
http://www.nzba.org.nz/banking-information/financial-literacy

In NZ schools, personal financial planning (PFP) is mixing with
entrepreneurship studies. This is a welcome development. Traditional PFP
knowledge and learning focus on incremental increases in people’s earnings (via
increased knowledge of shares, savings, insurance, managing debt, etc).
Entrepreneurship can accelerate earnings and has the potential to contribute
proportionately more to people’s finance-related well-being than PFP. NZ is thus
doing innovative work in terms of student learning.

But there may be problems:

e The entrepreneurship studies are limiting
Too much time is spent on time-intensive activities that are difficult to
scale — eg, students learning how to sell products that they have
developed in class. This encourages short project horizons — students
need to show their teacher a quick financial return over a few months,
but this thinking can harm real wealth creation

e Really innovative approaches to wealth creation are not being taught.

Thus, new topics should be added to the school curriculum - e.g., the A + B
framework.

5 What further research should we undertake in NZ regarding financial
literacy?

Our review of financial literacy teaching in NZ suggests a number of research
priorities to help improve the content and effectiveness of the teaching. In
particular, we ask:

e Are there potential conflicts between PFP and entrepreneurship? (Eg, does
PFP learning focus too much on risk minimising, which can harm attitudes
towards entrepreneurship?)

e Are people making systematic mistakes in their careers, which undermine
well-being?

e Does financial literacy content promote a too conservative/cautious
approach to managing or creating wealth?
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