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But what sort of impact can improving the financial capability of citizens through financial education make at a macroeconomic level, and should this type of education become a central concern for policy makers?

In March 2008, a MoneySense Research Panel Report stated that 90% of British adults have never been taught how to manage their money. Given this startling figure, one can understand how people have become vulnerable to the manipulative lending practises which played a major role in plunging the world into the largest financial crisis since the 1930s.

MyBnk (http://www.mybnk.org) is a British educational charity which has worked with over 15,000 young people in schools, colleges and youth clubs across London and South East England. The London-based social enterprise was inspired by international microfinance and savings schemes and was founded in January 2007 by Lily Lapenna, who in 2008 won the New Statesman Young Social Entrepreneur of the Year Award.

Our aim is to enable the young people we work with to build the knowledge, skills and confidence necessary in order to become financially capable and manage money effectively. We believe that momentum is building behind the cause of creating a new generation of informed financial consumers. Ensuring that all young people become financially capable is now widely seen as a key pillar in preventing a repeat of the financial crash. However, financial capability also has the potential to play a much broader role in helping Governments build economic stability in the future, by driving social mobility and making a positive contribution to national finances.

Accessing Higher Education: Young People Need to Start Preparing Now for their Future
MyBnk recently conducted qualitative research in the Brighton & Hove region of South East England in conjunction with The Aldridge Foundation, an enterprise education charity. The aim was to examine the nature of young people’s relationship with money. One of the most powerful findings of this study was that many older participants stated explicitly that if they had possessed the skills necessary to manage their personal finances earlier in life, it would have encouraged them to aspire to greater educational goals. Some went as far as to say that they would have gone to university if they had recognised the benefits of saving at an earlier age, with one participant saying that “If I had known earlier, I would have started saving when I was [aged 13] in Year 9”.

This in itself is a hugely important point, but it is brought into sharp relief by the current debate in Britain surrounding university finance. In September the Confederation of British Industry recommended that the Government should increase student tuition fees and reduce levels of support in order to supply the extra funding currently needed by universities. This proposal has encountered strong opposition from groups such as the National Union of Students, the Association of Teachers and Lecturers, and university think-tank Million+. However, if it is ultimately adopted, saving will become more important than ever in enabling Britain’s young people to access Higher Education, and therefore in providing the skilled workforce necessary for future economic competitiveness.

The Australian Model
There is also significant evidence to suggest that improving levels of financial capability can generate substantial benefits for both individuals and also, crucially, the state. Building a financially capable population is therefore an issue which is of considerable importance for economies across the world. For example, research in an Australian context was undertaken for the Commonwealth Bank Foundation in 2004. The final report, entitled “Improving financial literacy in Australia: benefits for the individual and the nation”, produced some striking findings. The Foundation conducted a 20-point financial literacy test with 5,000 16-65 year olds, and modelled the effects of a modest improvement amongst those whose scores were in the bottom 10% (the single largest proportion of whom were young people aged between 16 and 20) over a ten year period. It estimated that on average, annual incomes for this group would increase by AUS$3,204, and the likelihood of unemployment would be reduced by 0.16 percentage points. Consequently, it suggested that Australia’s GDP would increase by AUS$6bn a year and 16,000 new jobs would be created, as a result of strengthening national savings, boosting consumption, injecting more capital into major industries and stimulating small business growth.

The UK: Money Guidance

A strong argument can therefore be made in favour of the view that improving the financial capability of a nation’s citizens can make a substantial impact at a macroeconomic level, and that it should therefore be a central concern for policy makers. Indeed, the British Government have looked into this, and commissioned Otto Thoresen to examine the potential benefits of a generic financial advice scheme for adults called Money Guidance (which they now intend to roll-out nationally). The Thoresen Review was published in March 2008, and estimated that the quantifiable benefits of such a scheme over the period 2009 to 2060 could be up to £6bn.

This included:
•    £2.6bn through savings on payments of pension credits
•    £1.6bn through VAT receipts as aggregate consumer spending rises
•    Between £450m and £1.8bn from tax receipts on interest payments as consumer savings increase
A number of significant but unquantifiable benefits were also identified, such the increases in productivity which would come from reducing workers’ stress about their financial circumstances, and additional tax receipts from the growth of the financial services sector.

While focusing on a single scheme targeted primarily at adults and examining results over the very long-term, The Thoresen Review reinforces the view that financial capability programmes can provide definite material benefits to national economies. The advantages of ensuring that future generations become financially capable from a young age therefore seem clear. 

Key Findings from MyBnk and The Aldridge Foundation’s Research

Despite the prospective benefits of improving standards of financial capability however, we have found that there are certain short comings in the provision of appropriate educational programmes for young people in a British context, from which important policy lessons can potentially be learned. The research that MyBnk conducted in Brighton and Hove in conjunction with The Aldridge Foundation revealed that none of the participants interviewed for the study had received specific training on personal money management. Rather, their experiences of learning about money in school had primarily been channelled through a business lens. Some also directly associated financial capability with mathematics, suggesting for instance that “I was bad at maths so I am bad with money”. Lacking confidence in mathematics made such participants underestimate their capacity to manage money. All those we spoke to expressed a desire to learn about personal money management in a more comprehensive and exclusive way.

Furthermore, we found a distinct lack of provision for young people living in support settings such as housing associations. These young people had encountered the realities of life earlier than most, and admitted to struggling with things like budgeting, saving and dealing with new payments such as taxes after entering employment. Many also reported that their views of banks were coloured by previous bad experiences, telling us for example that “I don’t have a bank account anymore”. They are therefore at risk of becoming completely disengaged from the financial system, rather than being taught how to shop around for the products that would enable them to make the most of their money. Young people such as these are amongst the most in need of clear and relevant financial capability programmes, yet are unable to access them through the education system. A real and urgent gap therefore exists in provision.

The Road to Achieving Economic Wellbeing

In fairness, the British Government has at least recognised the importance of the issue and started to take some concrete action with regard to young people’s financial capability. “Achieving Economic Wellbeing” is one of the five core outcomes of the overarching “Every Child Matters” structure which underpins services for all young people up to the age of 19. An Economic strand has also been added to the curriculum for Personal, Social and Health Education (PSHE, now PSHEE) which is taught widely in schools, and a public consultation recently took place on making the PSHEE curriculum statutory.

More needs to be done however. Our research suggests that in order for teaching to be fully effective, care needs to be taken to ensure that personal money management in particular is treated as a topic in its own right, rather than subsumed in wider frameworks such as business education or practical mathematics. The Government should also be wary of focusing all of its efforts through the National Curriculum in schools. This runs the risk of excluding young people who have recently made the transition to independent living, such as those supported by housing associations, and other potentially isolated groups such as NEETs (those young people Not in Education, Employment or Training).

There is significant potential for third sector involvement in both of these regards. In the 2008/09 academic year MyBnk launched two new educational programmes:
•    Money Works (http://www.mybnk.org/programme/money-works), aimed specifically at NEET young people moving into independent living.
•    Money Twist (http://www.mybnk.org/programme/money-twist), a series of rolling workshops covering a range of personal money management issues delivered to young people in schools.

The initial monitoring data suggests that these programmes have a positive impact on those who take part. For instance, 100% of those participating in our Money Works pilot considered that the information that we delivered was important. Meanwhile 77% of students felt confident or very confident about money and banking following our Money Twist sessions, an increase of 30% on baseline levels. These figures attest to the value that a specialist third sector organisation can add to the provision of financial capability education, by both deepening its focus and extending its reach, particularly to potentially hard-to-reach groups.

In November 2009, MyBnk  launched the first-ever online banking service targeting under 16 year-olds as part of a new financial education scheme running in selected London schools. This innovative addition to the well-established MyBnk-in-a-Box financial education programme provides a realistic foil to high street banking as well as an opportunity for young people to get to grips with their finances. 
The scheme was launched in Woodside High School, North London, just shortly before the announcement that personal finance lessons will become compulsory in schools.

In line with MyBnk’s youth-led approach to education, young people were involved in the bank’s online development ensuring that it is exactly tailored to their needs. A 9 year MyBnker said in reaction to the scheme starting in her school: “I like the online banking because it is like real high street banking just in a simpler way.” 
MyBnk’s new online banking website allows schools and youth organisations to log on to their own bank branches to view their savings and withdrawals, enabling them to keep track of their money and set savings targets. 

Arthur Barzey, Head of Business at Woodside said: “The MyBnk financial education programme provides students with the opportunity to learn many different skills including leadership skills. The success of the scheme speaks for itself: the kids are turning out in droves.” 

Promoting the development of financially capable populations who can make informed financial decisions has the potential to create huge benefits for economies throughout the world in the future. It is also a wide ranging challenge, and engaging today’s young people in a variety of different and innovative contexts lies at its core.
The third sector can provide specialist expertise and experience in this respect, and can therefore play a vital supporting role in any Government strategy aimed at achieving this objective.
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