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ABSTRACT 

In this research study we have adopted Mason and Wilson's (2000) definition of being 

financially literate as "the ability to make informed judgments and to take effective 

decisions regarding the use and management of money". Keeping this definition in 

mind, certain financial skills are identified as important for apprentices, to rightfully 

be considered financially literate. These skills include basic financial mathematical 

skills, cash and financial management, basic knowledge of payment methods, 

superannuafion, loans, investments and the ability to source financial assistance. 

Through analysing the survey data we found that a significant percentage of 

apprentices do not possess the required financial skills identified in this study to 

manage their finances effectively. 

It was also found that apprentices lack understanding of more complex payment 

methods such as credit cards and EFTPOS, as a result these are not used on a regular 

basis. Major areas of concern are knowledge of superannuation, interest rates and 

personal loans. 

Finally, the data revealed that apprentices could identify the importance of financial 

management and its benefits. Unfortunately this is often not put into practice. Hence a 

major indication from the study was that apprentices lack most basic knowledge and 

confidence to actively manage their finances effectively. 

This study has identified that apprentices would benefit from an effective education 

program aimed at improving their financial skills. For an apprentice to feel 

comfortable with their current financial position, they need to be confident with both 

their current asset position and debt level. With this understanding, a financial 

education program primarily aimed at teenager and young adults is well advised, to 

engage the major areas in order to give apprentices confidence in their financial 

position. Once this has been achieved they can then move on to improving their 

knowledge of payment methods and other financial products. 



CHAPTER 1. INTRODUCTION 

There has been a growing concern over the last decade by financial commentators of 

insufficient financial literacy, not only in Australia but throughout the developed 

world. America, the UK and Canada have taken steps in the last 10 years to improve 

their consumers' financial literacy levels, but to date no government initiated 

programs are underway in Australia. 

Financial skills are becoming more important as financial markets have been 

deregulated, credit is more assessable to consumers as competition flourishes and 

financial institutions compete for market share. Financial institutions have increased 

the number of financial products, including their complexity as they tailor products to 

suit consumers, seeking a competitive advantage. 

Availability of credit has seen substantial consumer spending, as a proportion of 

income reaching record levels, with an average Australian's spending exceeding 

income. Financial skills required to manage financial affairs, are not only limited to 

credit and cash flows, but are also vital as consumers are being encouraged to invest 

directly through the internet. 

New superannuation rules introduced in July 2005 allow employees to choose their 

own super funds. This process provides an improved alternative which ukimately 

brings sophistication and more contented clients. Consumers now seem to have 

greater control over their finances and a wider selection of financial products and 

services. As a result a higher level of financial literacy skills are required to enable 

financial security for consumers. 

A global trend in developed economies over the past twenty years has seen mortgage 

debt and consumer credit rise sharply. Household debt is increasing at a higher rate 

than disposable household income. Household debt as a share of disposable income 

has grown to record highs from 1990 to 2005, with household debt to income ratio 

rising from 55% to 150% during this period. In the current climate of rising interest 



rates, a lack of financial knowledge of demand-side market participates has caused 

serious concerns in government circles (Australian Government Treasury 2005). 

A similar situation is being experienced in other developed countries albeit not with 

the same urgency. Responding to these developments, the US has introduced the 

"JumpStart" program with the United Kingdom through the Financial Services 

Authority (FSA) and Personal Finance Education Group (pfeg). Australia also 

developed the Consumer and Financial Literacy Taskforce in 2004 to help improve 

our financial literacy levels. Unfortunately though, the program is currently still 

exploring various actions and to date no productive programs are in place. 

Financial Institutions are becoming involved as many are becoming aware of the 

importance of financial education to the success of their businesses. Selected banks in 

the US, UK and Australia have developed financial education programs. A financially 

literate society will benefit financial institutions through increased use of financial 

products. Ultimately, client's improved decisions about products available for use 

lead to having happier customers who are exposed to a much greater range of 

financial products. 

The profile of consumers requiring knowledge to deal with financial markets has 

changed in recent years. Changes in demographic characteristics with an ageing 

population and ethnically diversified population, has seen emergence of language, 

educational and cultural barriers, exposing less financially literate clients to 

questionable marketing practices and exposures to higher level of debt. This shift has 

seen the age of the population requiring financial skills fall as younger and younger 

people are targeted by marketers and financial institutions. As a result, the younger 

population aged between 15 and 24 years are required to have ascertained a level of 

financial literacy skills. 

There are over 1.5 million (ABS 2005) young adults aged between 15 and 24 years 

old in Australia, most of whom are single and living with their parents. 

Approximately a quarter of these people are located in Victoria, with majority located 

in Melbourne and surrounding suburbs. In western suburbs of Melbourne alone there 

are approximately 100,000 (DSE 2004) young adults aged between 15 and 24. 
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Young adults typically begin to engage with financial institutions once they move into 

the workforce (Hutton and Seavers, 2001). In particular, they open transaction 

accounts and make use of overdrafts, credit cards and direct debits to mange their 

money. During this stage, young adults must be promptly and adequately educated to 

ensure that they make smart and mature decision to ensure a healthy future. 

Early famiharity with financial management skills allows individuals a foundation for 

progressively building and responsibly entering into financial transactions and to 

understand the terms and conditions of such transactions. All financial institutions 

should support an early intervention financial management program by providing a 

financial grant, or donation of time or resources. Early intervention offers the greatest 

opportunity to develop future customers. Other ways to promote financial literacy 

among school age individuals would be to conduct train-the-trainer courses including 

material for school teachers, sponsoring a booth at a school fete, a country fair or to 

play a major role in a banking development day. 

For the purpose of this study, we have identified apprentices as a section of young 

adults aged from 15 to 24 for greater focus. They are representatives of similar 

demographics as identified by ANZ (2003) - aged between 18 and 24 years - with an 

income less then $20,000 p.a. and have lower educational level. They are also in a 

stage of their lives where their income levels are about to increase considerably by 

completing their trade and entering the workforce as skilled tradesmen. 

This study aims to identify the financial needs of the apprentice population aged 

between 15 to 24 years in the western suburbs of Melbourne. It also focuses on the 

apprentices attitudes towards their personal finances and their current actions taken in 

dealing with their finances. Apprentices are a unique group and the study seeks to 

identify areas for which they meet basic financial requirements and also areas that 

require further development. An attempt is also made to identify areas that require 

attention through financial educational programs aimed towards those aged between 

15 and 24 years particularly in the western suburbs of Melbourne. 



This research report is divided in to 5 chapters. The second chapter discusses some of 

the recent academic debate on the issues relating to the definition of financial literacy. 

On this basis the chapter picks up on some of the ongoing discussions that relate to 

different financial literacy concepts, what it means to different people and the results 

from other research projects. This chapter also presents a critical look of the current 

activities under taken by governments, government agencies, financial institutions and 

like from the US, the UK, Australia and Singapore. 

Chapter 3 develops a methodological framework for analysing apprentices' financial 

literacy levels. It outlines the concepts used and the development of a questionnaire to 

study the behaviour of sampled apprentices. This report mainly relies on basic 

statistical procedures and hypotheses testing involving qualitative data rather than 

complex econometric modelling. 

The results from the analysis of survey data are presented in chapter 4. These results 

are divided into two groups: basic financial understanding and financial competency 

of sampled apprentices to assess apprentices' financial literacy levels. Chapter 5 sums 

up the arguments with conclusions being drawn and recommendations offered to 

developers of financial literacy programs to enhance their effectiveness. 



CHAPTER 2. LITERATURE REVIEW 

2.1 DEFINING FINANCIAL LITERACY 

Throughout much of the research during the past five years, there has been a change 

in thinking that incorporates the inaccuracies about standardizing the measuring of 

financial literacy levels. It is important to take into account the wider context within 

which the individual is operating, in particular the individual's circumstances and 

needs. This is evident in the works on Information Literacy and Citizenship that was 

undertaken by Correira (2002). She emphasised both the need to take into account the 

context and the role of information providers when assessing an individual's 

information literacy. 

"If the citizen stays within his or her sphere of expertise, then there 

should be no problem with basic information literacy skills. Once 

outside that sphere, the average citizen should not be expected to have 

the knowledge required to understand the information unless the 

information is given in a form which is designed for general 

consumption. Here it is the responsibility of the information provider 

to ensure that the information provided is suitable for the average 

citizen, whatever his or her calling" (Correira, 2002). 

This can also be applied to the understanding of financial literacy, in a way that the 

individual can only be judged in the context in which the individual is operating. This 

context will be determined by the individual's financial circumstances and will differ 

greatly within a group. Two individuals who have different financial circumstances 

and responsibilities should not be measured by the same process. A young adult 

looking at purchasing their first car will require different financial skills than someone 

looking to retire from the workforce. 

The other aspect to note from Correira's works is the importance of the information 

environment, the availability and quality of information and the providers' consequent 

responsibility to provide information that can easily be used. This is further 
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highlighted by the significant role played by financial intermediaries, such as 

independent financial adviser, family and friends in the decision making process. If 

this information is not readily available or is misleading, the individual will be 

required to gather and interpret information needed to make an effective financial 

decision. 

Bundy (2004) supports Correira's views on information literacy within Australia and 

New Zealand. He argues that the 21"' century has become information abundant and 

intensive. Information systems have allowed for the flow of all types of information 

on a variety of subjects giving individuals a greater range of information choices. 

With the advances of Internet, information is readily available on any subject. He 

further pointed out that in many circumstances information's authenticity, validity and 

reliability can not be guaranteed. Bundy emphasized that being so readily available, 

information literacy now plays a greater importance on our ability to effectively make 

decisions then ever before. He recognized that information literate people are able to: 

• Recognize a need for information; 

• Determine the extent of the information needed; 

• Access information efficiently; 

• Critically evaluate information and its resources; 

• Classify, store, manipulate and redraft information collected or generated; 

• Incorporate selected information into their knowledge base; 

• Use information effectively to learn, create new knowledge, solve problems 

and make decisions; 

• Understand economic, legal, social, political and cultural issues in the use of 

information; 

• Access and use information ethically and legally; 

• Use information and knowledge for participative citizenship and social 

responsibility; 

• Experience information literacy as part of independent learning and Hfelong 

learning. 

There are a number of views on how 'financial literacy' should be defined as a 

concept. The universal definition of financial literacy is somewhat broad. The most 

commonly used definition is "the ability to make informed judgments and to take 



effective decisions regarding the use and management of money " (Mason and Wilson 

2000). This definition is commonly used as a starting point by which to further define 

financial literacy. Mason and Wilson (2000) expanded upon this broad definition to 

include that financially literate people should be able to understand the outcomes from 

their financial transactions and that it is a process that leads to the desired outcome. 

"Financial literacy could be defined as an individual's ability to obtain, understand 

and evaluate the relevant information necessary to make decisions with an awareness 

of the likely financial consequences" (Mason and Wilson 2000). 

The Financial Services Authority (FSA) (2005) stated that" financially capable people 

are able to make informed financial decisions. They are numerate and can budget and 

manage money effectively. They are able to assess needs for insurance and protection. 

They can assess the different risks and return involved in different saving and 

investment options. They have an understanding of the wider ethical, social, political 

and environmental dimensions of finance". By taking this approach they 

conceptualised financial literacy and identified different areas and stages of being 

financially literate such as:-

1. Financial Knowledge and Understanding 

This is the ability to make sense of and manipulate money in its different 

forms, uses and functions. It allows people to acquire the skills they need 

to deal with everyday financial matters and make the right decisions. 

2. Financial Skills and Competence 

This is the ability to apply knowledge and understanding across a range of 

contexts including both predictable and unexpected situations. It allows 

people to plan, monitor, manage and resolve any financial problem or 

opportunities. 

3. Financial Responsibility 

This is the ability to appreciate the wider impact of financial decisions and 

personal circumstances, the family and the broader community, and to 

consider the social and ethical issues. It enables people to understand and 

12 



appreciate their rights and responsibihties and have the right attitude to 

plan, analyse, evaluate and monitor financial decisions and choices. 

The Basic Skills Agency (2004) addressed the concept in a different way, not by 

explicitly addressing the fact that consumers are a heterogeneous group but the nature 

of the capability required will be determined by the individuals' own financial 

circumstances, i.e., each individual requires different financial knowledge and skills 

in their everyday life. For example, the knowledge and skills required by a young lone 

parent living on a low income will be very different from those required by a high-

income professional who is nearing retirement. People also differ in the extent of the 

financial products available and whether they need advice to make those decisions. 

This inevitably changes as an individual moves through different stages of their life. 

However, there is a basic level of financial literacy required by all members of today's 

developed society. We can develop a floor or basic level of financial skills and 

knowledge required by all consumers to effectively manage their finances. 

The Basic Skills Agency developed a framework that specified following three levels 

of capability that enabled the progression from one level to another. 

1. Basic understanding and developing conildence 

Aimed at those adults who have a low level of understanding and who 

require the skills to make informed judgments concerning their finances, 

and the ability to use appropriate financial services. 

2. Developing competence and confidence 

Aimed at those adults who have a basic understanding and competence in 

handling financial services, and who require more knowledge and skills to 

meet their needs. 

3. Extending competence and confidence 

Aimed at adults who require the skills and knowledge to understand the 

wider range of services and the ability to make informed decisions 

regarding their own personal circumstances. 
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In 2004, the Basic Skills Agency identified three interrelated components with the aim 

to differentiate beyond the basic definition of financial literacy. They identified 

knowledge, skills and attitude as essential attributes for an adult to successfully 

manage one's finances. This concept was further developed in 2005 by the Financial 

Services Authority (FSA) and used to establish an approach for measuring financial 

capability. 

The FSA identified following six key areas of knowledge and understanding to an 

adult to possess to be considered financially capable: 

Different types of money or payments. 

Income generation. 

Income disposal. 

Concepts, such as risk, interest, inflation and probability. 

Financial Products. 

Institutions, including sources of information, advice and redress. 

In addition, the FSA also established four fundamental skills required by adults to 

become financially literate: 

• Gathering financial information and record keeping. 

• Financial planning - saving, spending and budgeting. 

• An understanding of the concept of Risk and Return. 

• Evaluate information and to make comparisons between different products or 

courses of action. 

The FSA further emphasized that an adult with an acquired knowledge of financial 

management and skills still required the right attitude to put these skills into practice. 

The FSA report also identified that financially capable adults would be: 

• Willing to invest the time and other resources required to apply their 

knowledge and to exercise their skill 

• Able to gain access to information, advice and other resources 

• Confident enough to exercise their skills and to act on the results 

These three categories constituted the framework for the FSA to develop a national 

questionnaire that could be tailored to suite different individuals. After testing and 
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further research they also included experience and circumstances, personality and 

behaviour to give them an enhanced picture of financial literacy. They found a 

definite interrelationship between these factors as demonstrated by the flow chart in 

figure 1. A consumers circumstances can influence the skills they have learnt, the 

knowledge they have gained from their situation and ultimately their behaviour. 

Figure 1 The Information and Advice Environment 

Source: FSA (2005) 

In 2005, Lau, Chung, and Hui, conducted a national financial literacy survey in 

Singapore using a similar approach to study financial literacy. They measured 

financial literacy through, (1) Basic Money Management, (2) Financial 

Planning/Retirement Planning, and (3) Investment Know-How. Whereas earlier in 

2003, the MoneySENSE Financial Education Steering Committee (FESC) wanting to 

determine whether Singaporeans are knowledgeable about financial products and 

services and have been making effective financial decisions identified two main 

dimensions of financial literacy in knowledge and actions. A significant outcome of 

their research was that being financially literate and using financial knowledge in a 

pro-active way greatly enhanced one's financial position. 

ANZ commissioned Roy Morgan in 2003 to conduct research into financial literacy in 

Australia. They looked at financial literacy from a bank's perspective and considered 

what they believed were important factors in managing and controlling ones financial 

15 



position. In their report, they emphasized that the financially literate are also confident 

in making their financial decision. Based on this research ANZ stated that financial 

literacy "is about enabling people to make informed and confident decisions 

regarding all aspects of their budgeting, spending and saving and their use of 

financial products and services, from everyday banking through to borrowing, 

investing and planning for the future " (ANZ 2003). One of the goals of their report 

was to try and set a benchmark paving way for further research in the future. For this 

research to be successful they saw the importance of determining a broad definition of 

financial literacy and how it differs between different social classes and age groups. In 

order to achieve this, ANZ considered four areas that they found to be essential for the 

financial literate: 

• Mathematical and Standard Literacy 

• Financial Understanding 

• Financial Competence 

• Financial Responsibility 

Based on their own experience, ANZ had strong views that to be financially literate 

one must have basic mathematical and standard literacy. They introduced 

mathematical and standard literacy as one of the must haves which has not been 

included in other research around the world. Importance of numeracy skills stems 

from the fact that this skill enables consumers to have a greater comprehension of 

money, managing their finances and an understanding of borrowing and investing. 

Whereas, a basic knowledge of mathematics is essential in making appropriate and 

rational financial comparisons and decision aided by their ability to add and subtract, 

calculate and understand percentages and interest rates. 

According to this commissioned report, financial understanding included an 

understanding of money, the exchange of money and where money comes from and 

goes to. It also incorporated knowledge of payment methods and the advantages and 

disadvantages of the different methods, understanding of financial terminology related 

to loans and credit, the implications of secured and unsecured loans. The report also 

examined financial understanding through ones knowledge of how fees, charges and 

interest rates are related to their dealings with financial institutions and compare these 

within the marketplace. 

16 



In its report to ANZ Morgan stated that individuals' financial competency was seen as 

the behaviour and knowledge regarding basic financial services, financial records and 

information, spending money and budgeting and also risk and return. In addition, 

financial competency was also measured through an individual's awareness of the 

availability and basic features of various financial products, associated fees and 

whether one would shop around for the best product for them. 

The last area considered by ANZ research to be of importance, financial responsibility 

was examined in terms of the approach to making personal life choices, understanding 

of consumer rights and responsibilities, and understanding of access to sources of 

assistance. This characteristic took into account the ability to understand the 

difference between long-term and short-term needs, prioritizing to balance income 

and expenditure and the ability to make informed decisions when experiencing a drop 

in income. 

In 2006, the Commonwealth Bank Foundation's (CBF) assessment report aimed 

directly at Australian students' financial literacy further supported ANZ's assessment 

of required financial literacy skills. The CBF developed four skill categorises that they 

considered mandatory for students to be classed as financially literate. These four 

areas used to assess the abilities of students aged 15 and 16 across the country are 

presented below: 

• Financial Understanding - having the skills to deal with everyday financial 

issues and having the ability to make informed decisions about personal 

finances 

• Financial Responsibility - assesses awareness of a range of social, moral, 

cultural and environmental issues that affect a person's finances. 

• Financial Enterprise - assess the ability to make decisions on the most suitable 

forms of spending, saving or investment. 

• Financial Competence - assesses an individual's ability to identify and tackle 

financial problems or issues with confidence and effectively manage their 

finances daily. 
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The importance of a financially literate society has also been recognised in the US 

where they have developed a financial literacy program, the "Jump$tart Coalition". 

The program aims to improve the nation's financial literacy standards of children 

through to retirees. Frederichs and Rohrke (2002) in a report for the Reserve Bank of 

San Francisco identified the importance of a financial education program with the 

poorer classes as a way for them to achieve financial security. They divided financial 

literacy into four main categories: 

• early intervention, 

• basic literacy, 

• credit rehabilitation, and 

• long-term planning or asset building. 

Frederichs et a/'s work follows the work done in the UK through the Basic Skills 

Agency and the FSA and stressed the early intervention of financial literacy as a 

method and possible solution to improve literacy standards. They claimed that an 

early intervention can reduce or eliminate financial literacy problems later in life. 

Following the UK and the US examples, the Australian Government developed the 

Consumer and Financial Literacy Taskforce (CFLT) in 2004. The CFLT's main 

objective was to consolidate financial literacy research and education to ensure 

consistency throughout Australia. For financial literacy research to be consistent in 

Australia the CFLT had to develop a definition of financial literacy that catered for all 

demographics. In order to achieve this they recognised that individuals have unique 

characteristics and should be treated differently since our individual characteristics, 

including intuition, attitudes, motivations and our problem-solving capabilities shape 

the choices we make. In doing so CFLT acknowledged that the process of identifying 

problems and ultimately attempting to improve financial literacy can benefit from the 

acknowledgement that consumers are a diverse group. The CFLT placed a great 

emphasis on this in their report by identifying financial literacy problem areas and 

improving not only these areas but the general financial literacy skills of the nation. 

An average person will engage in many events in his or her hfe that have major 

financial implications. These range from moving out of home, losing a job, buying a 

house and having a child. People go through a number of stages in Hfe where different 
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things are important and they impact on the financial decisions we make. There are 

certain events that are Hnked with certain Hfe stages, getting a mobile phone and 

acquiring a credit card as a teenager or buying a home as an adult. This demonstrates 

the importance of identifying at which stage a person is in when measuring their 

financial literacy and also in developing appropriate and relevant educational 

programs. It was acknowledged that financial education programs would be far more 

beneficial if focused on educating people about relevant issues that are relevant to 

their current circumstances. 

The CFLT developed a model of consumer and financial skills (Figure 2) which it 

considered relevant to an individual's lifestyle. In the model CFLT divided breaks 

financial literacy into three different parts, firstly the financial skills required, 

secondly to understand financial options and finally to know one's rights and 

responsibilities. In order to understand basic financial activities and to properly 

understand basic consumer contract terms, consumer need to possess a functional 

level of numeracy and literacy skills. These skills play a major role in being able to 

understand all types of financial requirement from budgeting to understanding basic 

financial products and services. 

Planning skills are seen to be highly beneficial to get further ahead in life. The ability 

to set goals and work out how to achieve them is an essential part of managing one's 

finances. It involves breaking down various goals into manageable steps through 

budgeting and self-discipline and awareness of our income and expenditure. 

Investing in general has become an integral part of one's financial management. The 

ability of an individual to invest money effectively to maximize returns can create 

additional income. Investment income can be anything from the simple interest paid 

on a savings account to dividends from shares and returns on investment properties. 

Consumer's can greatly benefit from having the necessary investment skills. These 

skills are not only identifying investment opportunities but also recognising bad 

investments and get-rich quick schemes. It also involves knowing and understanding 

the concept of risk and return. 

Figure 2 Model of Consumer and Financial Skills 
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Source: The Consumer and Financial Literacy Taskforce (2004) 

It is widely recognised that borrowing plays an important part of our lives. Most 

people take on debt to purchase a car or a home. If individuals do decide to borrow, it 

is important they understand the key aspects of lending and managing their debt. Debt 

can be used to make purchases and enhance wealth but it can also get a consumer into 

financial difficulty. It is important for consumers see both the benefits of borrowing 

and the negatives. Debt used to purchase appreciating assets and increase wealth is 

good debt whereas bad debt is borrowing to purchase depreciating assts or to fund 

lifestyle choices such as going on a holiday. 

In modem times, spending skills are becoming more and more important as financial 

products are becoming more easily available. Individual's need to identify and 

negotiate the best deal available to suit their circumstances, rather then accept the first 

product or service offered. Credit card facilities are now available to a large number 
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of individuals' enables them to spend more then they are earning. This has lead to 

many problems as some individuals overspend on luxury items and find themselves 

unable to meet the financial obligations (RBA 2003). 

According to the literature, an individual who is considered financially capable can 

not only manage and use money correctly but also protect him/herself from financial 

loss. By having good risk management skills individuals are able to protect their 

assets through insurance or from what are referred to as investment scams. In present 

fimes, this has led to an increasing importance of insurance needs for the individual 

resulting in an increase in insurance products and providers. Wealth management and 

banking insurance have also become increasingly important as well as the traditional 

forms of insurance such as life, house, car and health. Given the wide range of 

products available, individuals need to be able to determine in what circumstances 

they need insurance, what type of insurance they need and to what level they should 

insure. This further strengthens the argument in favour of programs enhancing 

financial literacy of individuals. 

Due to technological changes and increased competition individuals now require a 

greater understanding of the marketplace then ever before. Products are ever changing 

and diverging, creating the need for individuals to keep up-to-date knowledge of 

market conditions including: 

• an understanding of current financial products and services 

• the suitability of different products to our specific needs 

• how these products are affected by change in economic conditions over time 

• latest financial terminology and concepts 

• how to obtain information and advice on market conditions 

The CFLT realising the importance of a single model on consumer's financial 

behaviour and what shapes our behaviour to be adapted for all sectors of society 

developed a consumer behaviour model (Figure 3). In doing so they took financial 

literacy beyond other research works in this area. The model continues the concept of 

looking at things from a individual's perspective and takes into account external 

events, socio-economic background, personal characteristics, skill levels and choice 

of information that shape a individuals decision making process.. 
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The consumer behavioural model (figure 3) has been developed by the CFLT on the 

assumption that each individual has different financial requirements. The main focus 

of The Consumer and Financial Literacy Taskforce is identifying and measuring 

Australia's current financial literacy and determining solutions to problem areas. The 

model attempts to address the influences of the external environment that can play a 

role in the financial decisions undertaken by individuals. Although one is unable to 

have any influence over the external environment it is necessary for some individuals 

to possess the ability to understand this environment and the influence it will have on 

their finances. For most, it is about being able to accept and deal with the economic, 

cultural and political environment in which we interact. 

Over the past twenty years, the economy has changed considerably and it is more so 

in case of the finance industry. This has brought benefits to individuals in terms of 

choice and accessibility to numerous financial products and services. At the same time 

this has brought with its complexities and the need for individuals to be informed 

about an ever increasing range of products and for them to have the capacity to make 

informed financial decisions. Other economic factors which may have an affect on 

behaviour and capacity include: 

• The employment opportunities available 

• The level of inflation 

• The level and complexity of products 

• The competition present in the market 

• The great extent to which products are marketed 

Figure 3 Consumer Behaviour Model 
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Apart form the economic environment, the poHtical environment also has an impact 

on individuals through the direction of government policy that is applied to the 

economic and regulatory environment. The major influence of the government has 

been the deregulation of the banking system, which has lead to greater competition 

within the finance sector. This has led to a plethora of financial products that are more 

complex than other types of consumer goods resulting in individuals being in a 

weaker position in terms of information and understanding. The recent introduction of 

the Financial Services Reform Act 2001 (FSRA) has established a synchronized 

licensing, conduct and disclosure regime for all financial product providers and 
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advisors. The main role of the FSRA is to improve the level and quality of 
information that is available to individuals. This has made available the information 
individuals require to make informed financial decisions. The down side is that 
individuals now have more information then ever to comprehend. 

Through the consumer behavioural model CFLT isolated various socio-economic and 
demographic factors that influence our financial decisions and level of financial 
literacy. Such segregation in measuring financial literacy of individuals was warranted 
as socio-economic status generally refers to a measure of an individuals' or group's 
social standing and can be used to measure potential disadvantages. The term socio-
economic status usually refers to income, occupation, education attainment and 
wealth of either an individual or group. 

Being a certain age means belonging to a certain generation. That generation usually 
shares some sociological traits. These sociological characteristics lead to relatively 
homogenous groups. This is no more evident with the youth of today. They have 
greater choices for recreation and lifestyle and this has caused greater spending within 
this generation then previous generations. Their debt management skills are generally 
poor as they continue to spend in a greater number of ways. These include, in 
particular mobile phones and credit cards. Individual characteristics, including 
intuition, attitudes, motivations and our limited problem-solving capabilities shape the 
choices that we make. 

The model put forward by the Consumer and Financial Literacy Taskforce as a 
synthesis of the best approaches to the consumer decision making process was in 
response to the finding that Australia is lacking an effective framework for 
understanding consumer and financial literacy and an effective structure for 
improving information provisions across sectors. The CFLT highlighted the need for a 
central coordinating body with representations from all sectors to promote and 
facilitate a targeted approach to financial education and information in Australia. 

24 



2 . 2 FINANCIAL LITERACY IN THE U S 
The US government addressed financial literacy extensively through legislation to 
provide funds for financial education. They have targeted all age groups from children 
through the No Child Left Behind Act of 2001 to retirees with the Education for 
Retirement Security Act of 2003. The Financial Literacy and Education Commission 
was set up in 2004 by the Department of the Treasury to develop a national strategy to 
improve consumer education and financial literacy. Through a website called 
mymoney.gov they provide the basics about financial education in a number of 
different areas for all age groups and needs. It is a comprehensive resource that covers 
areas from budgeting and taxes, credit, financial planning, home ownership to paying 
for education, investing and retirement planning. Throughout the website, information 
from over 20 federal agencies can be found. 

The JumpStart Coalition is another government sponsored initiative which looks at 
developing the financial literacy levels of young adults at high school. With the 
backing of Citibank and MasterCard to develop a program in the attempt to improve 
financial literacy in young adults, the JumpStart program began in 1997 when there 
were few school leavers who were able to pass a 31 question multiple choice 
examination administered by the schools. This examination measured their ability to 
make informed financial decisions in matters of importance to people of their age. 
The scores in this examination have declined each year until the last test conducted in 
2004. 

Mandell (2004) undertaking a survey on behalf of the State University of Buffalo and 
JumpStart Coalition to evaluate financial literacy level amongst young African-
American adults found young Americans place a greater emphasis on spending then 
on savings. The overall savings and money management scores were well below 50%. 
This means less then half of high school leavers surveyed had an acceptable 
understanding of money management and saving. The score for the other two areas 
tested were quite low as well, with spending scoring 55.4% and income 62.9%. 
Financial literacy levels of young Americans fell short of what Mandell considered 
being necessary for them to effectively manage their financial position. 
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2 .3 FINANCIAL LITERACY IN THE U K 

There have been major steps taken towards improving the financial Hteracy levels of 

individuals in the United Kingdom. Government initiatives such as The Basic Skills 

Agency along with Financial Services Authority (FSA) have been at the forefront of 

this movement. 

The Basic Skills Agency has developed financial educational tools for all parts of 

personal finances on one easy to access website. It is the central resource for financial 

educafion providing financial educational programs aimed at various individuals. 

They have also developed a number of programs with a primary focus on younger 

segment of the population and these programs include The Quality Mark and the 

Better Teaching Partnership. 

The Quality Mark program is aimed at infants to secondary schools children 

throughout the UK and strives to increase their literacy and numeracy levels. 

Whereas, the Better Teaching Partnership program is designed for adults by providing 

advice and support to help improve their quality of basic financial skills. The program 

is run in conjunction with colleges, adult and community education services, prisons 

and probation services, adult training organizations and workplace educational 

programs. 

The FSA, a UK financial regulator, is responsible for promoting public understanding 

of the financial system. The FSA has two objectives, to provide individuals with the 

knowledge and skills base necessary to become informed individuals and to manage 

their finances effectively and to provide generic advice to help individuals to plan 

their finances and make informed decisions. 

Another organisation, the Personal Finance Education Group (pfeg) is also active in 

promoting financial literacy within the UK. Pfeg is an education charity with a 

mission to ensure that all young people leave school with the confidence, skills and 

knowledge they need in financial matters so that they can participate fully in a modem 

society. 
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2 . 4 FINANCIAL LITERACY IN SINGAPORE 
Chung and Hui (2005) surveyed financial literacy levels in Singapore and found that 
Singaporean's displayed some good money management habits, 85% indicated a 
regular saving habit and a third of them saved a fixed amount each month. More than 
half monitored their spending by examining their account balances and tracking bills. 
They also found that of those Singaporean's who invested, roughly three quarters took 
into account the risks of their investment before investing and over 60% monitor their 
investment on a regular basis. Their study reported an encouraging sign that almost 
83% of Singaporean's take steps in basic financial planning, including savings for 
their future, having a retirement plan, taking out insurance and investing to grow in 
wealth. 

The study in to Singaporean's financial literacy, also found that Singaporeans were 
generally knowledgeable about their loans and understood the implications of not 
repaying their unsecured loans. It was also found that those Singaporean's who have 
investments are quite knowledgeable on the subject and had a good understanding of 
the risks involved and understood the idea of diversification of an investment 
portfolio. 

Chung and Hui found that Singaporean's generally set aside savings for emergencies. 
However, only 32% were considered to have set aside sufficient funds for 
emergencies. Based on the survey results they concluded that the main area for 
improvement for many Singaporean's is planning for retirement because the majority 
of Singaporean's were unclear about how much is needed for retirement, with 70% 
underestimating funds required for retirement. 

According to their study, the sections of populations with the most responsibilities 
preformed better, these included the working singles, working married with no 
children, working married with children, and working married with no children. They 
also found that the unemployed and retirees were the worst performing groups in 
almost all areas with students and married housewives only marginally performing 
better. 
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In general, they reported that the areas Singaporean's were least knowledgeable about 

were, what is a financial plan, how much CPF (Singapore's Super) savings they will 

have at retirement. Insurance policies and Unit trust investments. 

In October 2003, the government of Singapore set up the MoneySENSE Financial 

Education Steering Committee to improve financial literacy throughout the country. It 

aims to bring together industry and public sector initiatives in financial education 

focusing not only in the immediate future but also in the long-term. 

2 . 5 FINANCIAL LITERACY IN AUSTRALIA 

In 2003, ANZ commissioned Roy Morgan to conduct a survey and prepare a report 

into the financial literacy levels of various segments of the Australian population. The 

ANZ report, as it is known, found that Australians as a whole had a reasonable level 

of financial literacy. It revealed that 97% of the population surveyed had everyday 

bank accounts, 80% were well informed when making financial decisions and 98% 

understood the need for prioritising different needs when balancing income and 

expenditure. It also showed that Australian's were generally knowledgeable when it 

came to superarmuafion and common payment methods such as EFTPOS, credit 

cards, ATMs and cheques. The report further concluded that individuals had a 

reasonably good understanding of some of their responsibilities when it came to 

managing their own finances. 

The survey ranked different segments of the population by financial literacy levels 

achieved and identified that those with the lowest levels of financial literacy were 

associated with: 

those having lower education (Year 10 or less) 

those not working for a range of reasons or in unskilled employment 

those with lower incomes (less then $20,000 p.a.) 

those with lower savings levels (under $5,000) 

single people 

people at both extremes of the age profile ( 1 8 - 2 4 year olds and those 

aged 70 years and over) 
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In another ANZ commissioned report in 2005, AC Neilson confirmed the findings by 

Roy Morgan Research in an earher report in 2003 in that individuals with lower 

financial literacy levels did come from the above mentioned groups of the community. 

In recent years, most of the major banks in Australia have joined rank in providing 

financial literacy educational programs with ANZ and Commonwealth Bank of 

Australia (CBA) being at the forefront. They have both either commissioned or 

conducted research into the financial literacy levels within Australia, with CBA 

focusing mainly on the teenagers and younger segment of the population. They have 

both developed education programs aimed at increasing the financial literacy levels of 

the Australian public while other banks such as Westpac and Bank of Queensland 

have also developed programs to improve financial literacy in Australia. 

ANZ developed the MoneyMinded program following their survey into adult 

financial literacy in Australia, which identified a strong link between socio-economic 

status and adult financial capability. It was developed by the Centre for Learning 

Innovation at NSW Department of Education and Training, in conjunction with an 

advisory committee consisting of: 

the Australian Financial Counselling and Credit Reform Association 

(AFCCRA) 

• the Financial Counsellors Association of NSW Inc. (FCAN) 

• the Australian Securities and Investments Commission (ASIC) 

ANZ Consumer Finance. 

The program was originally aimed at low income parents and individuals. As part of 

the program, they were provided with cash incentives for participation. If participants 

were able to follow their savings plan as agreed, the ANZ bank was to provide them 

with cash bonuses. 

A Train-the-Trainer program is being used to support facilitators at the Brotherhood 

of St Laurence to deliver the curriculum to individuals by the facilitators of the 

MoneyMinded program. These facilitators, in turn, will train educators from other 

organisations affiliated with the Brotherhood to deliver MoneyMinded workshops. 
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The Train-the-Trainer program has now grown to incorporate other social service 

providers such as The Smith Family, Mission Australia and The Benevolent Society. 

In 2004, ANZ commissioned RMIT University to conduct an evaluation of the 

MoneyMinded program to ensure the program is benefiting those it targeted at and to 

ensure that the program stays on track. 

The MoneyMinded program is also progressing into schools where selected schools 

have already begun to teach this program once a week. ANZ's goal is that the lessons 

will be introduced into the Victorian Certificate for Applied Learning (VCAL) 

curriculum to offer students practical life-skills before leaving high school. 

Eventually, ANZ is aiming for the MoneyMinded program to be introduced into high 

school curriculum nationally. 

The Commonwealth Bank of Australia has been involved in financial education for 

over 70 years since the introduction of school banking. Through this program they 

went into schools to promote young students to open savings accounts, introducing 

them to banking practices finance. It was not until 2002 that they began to take a 

greater interest in the financial literacy and education through the 

"CommFoundation". In July 2002 they launched the "DollarsandSense" website 

aimed at increasing the financial literacy among Australian teenagers. The website 

provides young adults with information on saving, budgeting, borrowing, lending, 

jobs and money and can also be used as an education tool for teachers. 

The Consumer and Financial Literacy Taskforce was set-up in 2004 with the purpose 

of forming a central organization to oversee the financial education of the Australian 

public. Its objective is to provide a clear direction, strategy and vision to ensure the 

various financial education programs around the country are all moving in the same 

direction. 

This chapter discussed financial literacy concepts as developed and examined by 

various researchers from the US, the UK, Singapore and Australia. A common theme 

that emerged from the above relates financial literacy as an individual's ability to 

obtain, understand and evaluate financial information necessary for the decision 

making process with an awareness of their financial consequences. From this broad 
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definition, financial literacy is further segmented to match each individual's 

circumstances, and their financial needs. 

Financial literacy researchers have identified areas and targeted various programmes 

for improving the public's financial literacy levels. Since this research is geared 

towards identifying apprendces' financial literacy levels and needs, a modified 

approach is taken acknowledging that apprentices are at the stage in their life where 

once they are fully qualified their salaries will increase substantially requiring a 

comprehensive knowledge, skills and understanding of the financial issues. To this 

end, ANZ's model of financial literacy is used as a base model and adapted to study 

apprentices' financial literacy skills and knowledge and presented in the next chapter. 
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CHAPTER 3. METHODOLOGY AND DATA 

As discussed in the last chapter the Consumer and Financial Literacy Taskforce 

(2004) identified that in the Consumer Behavioural Model factors such as external 

events, socioeconomic back ground, personal characteristics, skill levels and choices 

of information all contribute to the financial decisions of individuals. Firstly, 

economic, regulatory, cultural and pohtical factors shape the external environment 

facmg individuals. These external environment factors comprise of market forces 

regarding financial products and their characteristics as well as the information and 

product disclosure available to individuals. Secondly, the consumer's own 

socioeconomic and personal characteristics play a role in the decision making process 

of individuals. Finally, the events in the consumer's life, the stage consumer is at in 

his/her life and both good and bad experiences in particular with the financial 

products will influence a consumer's decision. 

In addition, there are skills that individuals can learn to assist in the decision making 

process. These include prerequisite skills such as literacy and numeracy, planning 

skills such as budgeting, saving and planning, and risk management skills including 

insurance. Included in this category is also the information available to individuals to 

help in the decision making process. The consumer also requires the ability to access 

this information network. All these aspects come together to determine an individual's 

financial literacy. Some of these are beyond the scope of this research such as the 

external environment and to a lesser extent socioeconomic background and personal 

characteristics. 

The ANZ (2003) report took into account similar variables in developing a model to 

determine the financial literacy levels within different segments of the Australian 

populafion. They developed a model to include the following variables, mathematical 

and standard literacy, financial understanding, financial competence and financial 

responsibility. 

In doing so they broke up financial literacy into four different categories to determine 

the financial literacy of different sections of the population. The ANZ report was used 
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to determine the financial literacy levels of a cross section of the entire adult 

population of Australia. As a result the above categories covered the financial literacy 

needs of the entire population. This research study however, is only concerned with 

the identification of financial needs of apprentices and the areas of financial literacy 

that require improvement. For this study the four categories identified in the ANZ 

report supplemented with the areas identified by FSA are used as a guide in 

identifying financial literacy by some of the criteria to match the needs of apprentices, 

given their current financial position. 

3 . 1 DEVELOPING THE MODEL AND QUESTIONNAIRE 

3.1.1 The Model 

After a thorough literature survey a general framework was decided upon to gauge 

financial literacy and the financial needs among apprentices in the western suburbs of 

Melbourne. This framework is based on the ANZ (2003) report that split financial 

literacy into 4 sections as discussed in Chapter 2. Though the ANZ report broke each 

section into basic and advanced components and tested the abilities of the 

respondents, due to the limited scope of this research and the fact that apprentices are 

at the beginning of their careers and only just starting to earn an income, only the 

basic competencies were taken into account. 

These apprentices are at the stage in their life where once they are fully qualified their 

salaries will increase substantially. The questionnaire was designed to focus on the 

required skills and knowledge these apprentices will need to possess once they start 

earning larger sums of money. To assess the extent of their awareness of financial 

matters, the questionnaire also took into account the actions currently undertaken by 

apprentices. It is one thing to have some financial literacy but in order for it to be 

effecfive it must be put into practice. Since attitudes also play an important role in 

whether a consumer will undertake in the use of financial products and making an 

informed decision, an attempt is made to collect information on various characteristics 

as well. 
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Adapting the approach outlined in the ANZ report, these components were re-

categorised to meet the required needs of apprentices into two categories, basic 

financial understanding and basic financial competency. 

3.1.2 Development of Questionnaire 

A questionnaire was developed to study basic financial understanding and financial 

competency levels of the apprentices' in the Western suburbs of Melbourne through 

defining various variables as outlined below: 

3.1.2.1 Basic Financial Understanding 

Basic financial understanding takes into account the necessary skills required for 

individuals to meet their daily financial requirements. It includes financial 

mathematics and a knowledge and understanding of payment methods. 

• Basic financial mathematical skills 

Financial mathematical skills are considered a necessary and important component of 

financial literacy. Basic knowledge of financial mathematics is essential for managing 

one's finances comprising basic spending and saving to borrowing money and 

investing. Due to the fact that mathematics is compulsory in schools, it was assumed 

that apprentices could add and subtract so this was measured through the ease by 

which they can calculate a percentage discount off an item and the variable was given 

the name FINMATH. 

• Basic knowledge and understanding of payment methods 

In investigating understanding of payment methods, the survey examined the key 

types of making payments, from its simplest form in cash to credit cards and 

EFTPOS, including frequency of use, to their understanding of the associated fees and 

charges for each method. The variables defined and include are: 

• USECASH, how frequently cash is used for purchases 

• USEATM, how frequently ATMs are used 

• KNOWSAV, do they have a knowledge of a general savings accounts 

• USEEFTPOS, how frequently EFTPOS is used for purchases 
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• KNOWEFTPOS, do they have a knowledge of the fees and charges 

for using EFTPOS 

• USECRED, how frequently credit cards are used for purchases 

• KNOWCRED, do they have a knowledge of the fees and charges for 

using a credit card 

3.1.2.2 Basic Financial Competency 

Financial competency refers to a range of capabilities, including behaviour and 

knowledge regarding basic financial services, financial records and information, 

spending money and budgeting, and basic risk principals. 

• Basic knowledge of Superannuation 

A certain degree of knowledge of superannuation is required by all individuals. The 

extent of knowledge for an apprentice who is just starting out their working life is 

different to someone who has retired but they still require knowledge of 

superarmuation to protect themselves from untrustworthy employers. The variable for 

determining if apprentices have knowledge of superannuation is SUPER. 

• Able to read financial statements 

The ability to read financial statement allows individuals to have control over their 

personal finances. It allows them to determine their financial position and is a 

necessary part of the budgeting and planning process. It also enables the individuals to 

reconcile their finances and check accuracy of official records. Two variables were 

used to assess how frequently apprentices checked their bank statements, 

READSTATE and how often they use the internet to do so, INTERNET. 

• Basic understanding loans and investments and risk principals 

Financial competence regarding risk and return was seen as the ability to understand 

the relafionship between investment risk and return and also in the context of 

borrowing money. A variable was created to determine if there was a significant 

proportion of apprenfices who had a personal loan called PERSONAL and also if they 

knew how to obtain a personal loan KNOWPERSONAL. A further variable INVEST 

was used to determine if they had any investments, either high interest accounts, term 
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deposits, managed funds or shares. Two more variables were used to determine if they 

understood basic investment and borrowing fundamentals, RISKRETURN for 

understanding the relationship between risk and return and COMPVSIMPLE for 

knowing the difference between how compound and simple interest rates are 

calculated. 

• Able to source financial help and advice 

The ability to source financial help and advice allows the consumer to seek at times 

expert opinion on their financial matters. It is essential for being financially competent 

that they are able to seek out advice due to their changing needs and a changing 

financial product market. Two variables were used to determine if apprentices sought 

relatives for financial advice named RELATIVES, and ASKQUESTIONS if they 

sought out expert advice upon obtaining new financial products. 

• Able to follow a budgeting, save regularly and control spending. 

A key part of being financially competent is to possess the ability to control one's 

spending and also being able to prepare a budget and also manage within the 

framework of this budget. Saving regularly enables individuals to be financially 

secure in the face of unforeseen expenditure outlays. This characteristic was explored 

using SAVEREG to determine how often those surveyed saved, BUDGET to see if 

they tried to within their budget and BUYIMPULSE for how often they made 

purchases on impulse which is an indication of probably going beyond their budgeted 

amounts. 

• Attitudes towards one's general finance 

The attitude towards one's finances takes into account attitudes towards spending and 

savings as well as the understanding of budgeting, financial planning and having 

knowledge of one's financial position. The attitudes of apprentices were determined 

by evaluating their thoughts on financial issues and to establish if they believed the 

issue to be important enough. The areas assessed were budgeting, shopping around 

when making purchases, knowing one's current financial position, understanding that 

investing can greatly increase one's wealth and finally their attitude towards financial 

education. 
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• Assessment of their current overall financial position 

Inline with the surveyed material and the ANZ (2003) report it was endeavoured to 

determine the feelings of apprentices towards their current debt position, overall 

financial position and also if they have a good knowledge of their current financial 

posifion. The variables used for these are LEVELDEBT, FINSIT and KNOWFINSIT 

respectively. 

3 . 2 QUESTIONNAIRE PRE-TESTING AND DATA COLLECTION 

3.2.1 Questionnaire Pre-Testing and Selection of sample 

The draft survey questionnaire developed based on the two categorises discussed in 

section 3.1 was pre-tested on young adults to assess its usefiilness and efficacy. After 

some minor modifications the main survey questionnaire was developed for collecting 

relevant data from apprentices. The survey questionnaire can be seen in Appendix 1. 

The research focuses on the financial literacy levels of apprentices particularly in the 

western suburbs of Melbourne. It was considered fitting to take a sample of Victoria 

University Tafe sector which mainly covers the western suburbs of Melbourne. 

Another reason to select Victoria University Tafe was the ease of access to 

apprentices studying at the University. Owing to the time constraints and costs 

involved it was decided to collect data from a sample of the 'Apprentices at VU' 

population. A cluster sampling design was used in the selection of the sample for ease 

of data collection and to ensure a significantly larger sample size. Using a random 

process six classes (clusters) of apprentices were selected from a range of trades and 

years into apprenticeship. In total a sample of 84 apprentices was selected spread over 

the 6 classes. 

3.2.2 Collection and Analysis of data 

The data were collected using the questionnaire as discussed above by personally 

visiting the selected classes and explaining the aims of this research before 

distribufing the questionnaire. Each member of the class was given a questionnaire to 
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complete and the survey scores were entered into a spreadsheet for analysis. In total 

84 students were contacted to complete the questionnaire. 

This was considered the most effective way to conduct the research and collect the 

required information on the perceived knowledge and attitudes of the apprentices. It 

was seen to be inappropriate to have a pass mark above which people were considered 

to be financially literate. Since there is no precise measurement in determining 

financial literacy, the survey aimed to discover the current level of capability of 

apprenfices in understanding financial products and/or services. 

Due to the fact that the qualitative data were collected as part of this research a 

ranking system was used into order to determine the knowledge and attitudes of 

apprentices to the two variables stated above. A 5 scale ranking system was used for 

the apprentices to answer in the survey to allow the students to report a range of their 

knowledge and attitudes. While a score of 1 meant that the apprentice rarely or not at 

all used a particular product or strongly disagreed with the statement, a score of 5 on 

the other end of the scale implied that the apprentice regularly used the product or 

strongly agreed with the statement. 

Upon examination of the data it was found that the distributions of responses to all 5 

individual scores were insufficient to reach a significant conclusion. To overcome this 

problem, 'dummy' variables were created such that answers of one, two and three 

were given a '0 ' (zero) value as they represented answers that didn't agree with the 

statement or the products were not used on a regular basis. A value of ' 1' (one) was 

given to those responses that received a four or five, representing those who agree 

with the statement or use the product frequently. Furthermore, for some questions, a 

zero was given to those who didn't have or use the product and a one to those who 

did. This method of recasting provided an easier and valid assessment of the 

responses. 

Firstly, the frequencies were obtained for the variables using SPSS and the results 

tabulated. A set of hypotheses were then created to determine if there was a 

significant proportion of apprentices who agreed with or disagreed with a statement, 

or frequently used or infrequently used a given product. The hypotheses were 
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developed for each response with the null hypothesis being that the proportion of 

apprentices who agreed with a statement or frequently used a product was equal to the 

proportion that did not. 

These hypotheses were then tested using the z-test to determine if the null hypothesis 

was either rejected or not rejected and the answers reported. Some further tests were 

also carried out using SPSS to create crosstabulation to evaluate the strength of 

relationships between two sets of responses. 

In this chapter, an adapted version of the ANZ's concept of financial literacy is 

presented to suite apprentices. The four sections as suggested by the ANZ report were 

collapsed into two groups -Basic Financial Understanding and Basic Financial 

Competency - with each being further segmented for assessing financial literacy 

levels of apprentices. A questionnaire was developed and used to collect data from the 

apprenfices living in the West Melbourne to determine their financial knowledge, 

understanding and attitudes as well as their current financial behaviour. The data was 

analysed using parametric and non-parametric statisfical techniques. The results of the 

analysis are presented in the next chapter. 
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CHAPTER 4. RESULTS AND DISCUSSION 

The characteristics of apprentices to study their financial Hteracy levels as identified 

section 3.1 were collected and the results from the survey were categorized in to two 

main areas, basic financial understanding and basic financial competency. These two 

areas were further assessed through various sub-categories. With basic financial 

understanding being made up of basic financial mathematical skills and basic 

knowledge and understanding of payment methods while the basic financial 

competency was studied through knowledge and actions, attitudes and overall feelings 

towards their finances. These results are presented below to analyse the financial 

skills and literacy levels of the surveyed apprentices. 

4 . 1 B A S I C FINANCIAL UNDERSTANDING 

4.1.1 Basic financial mathematical skills 

This skill was tested and follows for the sample group of apprentices. 

HQ: The proportion of apprentices who are competent in financial mathematics (PI) is 

equal to the proportion of apprentices who are not competent (P2). PI == P2 

HA: The proportion of apprentices who are competent in financial mathematics (PI) is 

greater than the proportion of apprentices who are not competent (P2). PI > P2 

Table 1 Results on Financial Mathematical Skills 

Variable PI Z Decision 
Level of 

Sig 

FIN MATH 0.881 5.554478 Reject 0.975 

From the analysis of the survey data using one-sided hypothesis to test whether Pi and 

P2 are significantly different it became apparent that the proportion of apprentices 

who are able to calculate a discount easily Pi is significantly greater than those who 

have trouble P2 at a 0.025 level of significance. It can, therefore, be stated that 
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apprentices are normally competent in basic financial mathematical skills. A possible 
reason for this could be that mathematics is a compulsory subject in schools and 
taught as part of the curriculum for VCE students. 

4.1.2 Basic knowledge and understanding of payment methods 
A number of variables were studied to access this issue and hypotheses were tested of 
the following forum. 

Ho: The proportion of apprentices who are competent in financial mathematics (Pi) is 
equal to the proportion of apprentices who are not competent (P2). Pi = P2 
HA: The proportion of apprenfices who are competent in financial mathematics (Pi) is 
greater than the proportion of apprentices who are not competent (P2). Pi > P2 

Where, PI and P2 are the proportion of sampled apprentices showing / not showing 
the various characteristics associated with the issues under consideration. The results 
of the hypotheses are presented in the following table. 

Table 2 Results on Basic Knowledge and Understanding of Payment Methods 
Variable Pi Z Decision Level of Sig 

USECASH 0.714 3.610330 Reject 99% 
USEATM 0.679 3.082574 Reject 97.5% 

KNOWSAV 0.619 2.122837 Do not reject 97.5% 
USEEI- IPOS 0.452 0.868939 Do not reject 99% 

KNOWEHIPOS 0.595 1.714911 Do not reject 97.5% 
USECRED 0.190 4.824119 Reject 99% 

KNOWCRED 0.429 1.296148 Do not reject 97.5% 

Table 2 indicates that at a 99% significance level the number of apprentices who use 
cash on a regular basis is significantly greater than those who use cash infrequently 
(USECASH). This finding is supported up by the number of apprentices using ATMs 
(USEATM) on a regular basis also being significantly greater than those on an 
infrequent basis. The frequent use of ATM enables them to withdraw the cash to make 
purchases. Although this shows they are comfortable using ATMs it can also be a sign 
that they are not comfortable in using the other and more complex payment forms 
such as credit cards and EFTPOS. 
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The analysis further shows this indeed is the case with the variable USEEFTPOS, the 

proportion of apprentices using EFTPOS on a frequent basis equal to those using 

EFTPOS on an infrequent basis at a significance level of 97.5%. A possible reason for 

this is that the majority of apprentices do not have enough knowledge on how 

EFTPOS works and its benefits. This has been evaluated and shown in table 2 using 

the variable KNOWEFTPOS which indicates a lack of knowledge on EFTPOS. 

In the sample surveyed, this lack of knowledge in more complex payment methods is 

also evident whilst analysing the use of credit cards. This is shown by the significance 

of variable KNOWCRED, at 97.5% it can be said that the proportion of apprentices 

knowledgeable about using credit cards is equal to those lacking in knowledge. This 

lack of knowledge on how credit cards operate and the benefits that follow can lead to 

apprentices not using credit cards at all or on an infrequent basis. This is supported by 

the results obtained on variable USECRED with the null hypothesis that those who 

use credit cards frequently are equal to those who use infrequently being rejected. As 

a result, the alternative hypothesis that the majority of apprentices use a credit card on 

an infrequent basis is not rejected. 

If apprentices are made to have a greater understanding of credit cards, may be they 

will feel more comfortable in using them to make purchase. However, when further 

analysis of the data was carried out it indicated that there is a much higher number of 

apprentices with a good understanding of credit cards then those who use them on a 

regular basis. This implies that a significant number of apprentices at a 99% 

significance level have a good knowledge on credit cards but do not use them on a 

regular basis. There could be a number of reasons for this; it could be the type of 

purchases they make, their total number of purchases or it could be the fact that they 

see the downside of using or having a credit card outweighs the benefits. 

The final attribute as outlined in the methodology to determine if apprentices have a 

basis understanding of payment methods was understanding how a general savings 

account worked. It can be said at 97.5% significance level that the proportion of 

apprentices who have a good knowledge of savings accounts is equal to the proportion 

that requires further knowledge. From this it can be seen that apprentices use cash and 
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ATMs on a regular basis but suffer from a lack of knowledge on general savings 

accounts. 

4 .2 BASIC FINANCIAL COMPETENCY 

Survey data was analysed to study basic financial competency of the sampled 

apprentices. In this section, results are presented on the analysis of variables 

concerning basic financial competencies. The results are grouped into these sub-

categories and presented below. 

4.2.1 Knowledge and Actions 

In all, fourteen variables were analysed to study this trait using hypotheses testing 

procedures and the results are presented in Table 3. 

Ho: The proportion of apprentices who are competent in financial mathematics (Pi) is 

equal to the proportion of apprentices who are not competent (P2). Pi = P2 

HA: The proportion of apprentices who are competent in financial mathematics (Pi) is 

greater than the proportion of apprentices who are not competent (P2). Pi > P2 

Table 3 Knowledge and Actions Results 

Variable Pi Z Decision Level of Sig 
SUPER 0.548 0.868939 Do not reject 99% 
READSTATE 0.611 2.517860 Do not reject 99% 
USEINTERNET 0.214 4.547188 Reject 97.5% 
PERSONAL 0.321 3.082574 Reject 97.5% 
KNOWPERSONAL 0.488 0.218156 Do not reject 97.5% 
INVEST 0.571 1.296148 Do not reject 97.5% 
COMDVSIMPLE 0.286 3.610330 Reject 99% 
RISKRETURN 0.429 1.296148 Do not reject 99% 
SAVEREG 0.619 2.122837 Do not reject 99% 
BUDGE 1 0.452 0.868940 Do not reject 99% 
BUYIMPULSE 0.250 4.098780 Reject 97.5% 
SHOPAROUND 0.452 0.868940 Do not reject 97.5% 
RELATIVES 0.679 3.082574 Reject 97.5% 
ASKOUESTIONS 0.619 2.122837 Do not reject 97.5% 

Results presented in Table 3 were obtained after testing hypothesis on proportion of 

apprentices with positive and negative attitudes towards these variables. The 
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proportion of apprentices who have a good understanding of superannuation is equal, 

at a 99% significances level, to the proportion of apprentices who do not have a good 

knowledge as shown by the variable SUPER indicating a significant number of 

apprentices with a lack of knowledge of Superannuation related issues. 

Superannuation is something that they may not have encounted before and is 

something that is learnt via talking with either relatives or employers. This general 

lack of knowledge in superannuation may also suggest a lack of knowledge in other 

areas of one's personal finances that is not dealt with on a daily basis. 

The variable READSTATE was used to determine the regularity of apprentices 

reading their financial statements. The results show that at a significance level of 99% 

the proportion of apprentices surveyed who read and check their financial statements 

is equal to those who do not check their financial statements. This significant 

proportion of apprentices without proper understanding of financial statements 

demonstrates firstly a reluctance to have an in depth knowledge of their current 

financial position and secondly that they are not aware that their financial statements 

may contain errors, resulting in a loss of money. 

This is further supported by the results obtained on the variable USEINTERNET 

which indicates that a significant proportion of apprentices (99% significance level) 

infrequently use the Internet for general banking, to check statements and obtain their 

current financial position. One possible reason for a lack of using the internet as part 

of their banking is that they may not have readily available access to the internet. 

Considering that in 2005 over 2.4 million households in Australia have access to the 

internet, it is surprising that there are a significant proportion of apprentices who do 

not frequently use internet banking (ABS 2005). The use of internet banking can 

provide a consumer with greater convenience and control over their finances and this 

area along with reading and checking financial statement should be looked at by 

financial educational programs aimed at teenagers. Further research in this area could 

provide a greater understanding of the use of internet banking by apprentices and 

other segments of society. 
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From testing the hypothesis on equality and inequality of proportions of apprentices 

for the variable KNOWPERSONAL it was found that (at a significant level of 97.5%) 

the proportions of apprentices who have and who do not have knowledge of how to 

obtain a personal loan were equal. Data indicates that about 51% of apprentices do not 

know how to obtain a personal loan. These apprentices are at the stage in their life 

where typically most young adults buy their first car. It is often necessary for people 

of their age group to take out a personal loan in order to purchase a vehicle. 

Therefore, it is important that apprentices should know how to take out a personal 

loan contrary to what the results are indicating. 

Table 4 Crosstabulation results on PERSONAL and KNOWPERSONAL 

Count 

KNOWPE 

0 

;RSONAL 

1 Total 
PERSONAL 0 

1 
Total 

0.476 
0.036 
0.512 

0.202 
0.286 
0.488 

0.679 
0.321 
1.000 

Further analysis of the data on the variable PERSONAL shows that the proportion of 

apprentices who do not have a personal loan is greater than the proportion that do at a 

97.5% significance level. In looking at this using crosstabulation in conjunction with 

those who know how to undertake a personal loan, Table 4 shows that the majority of 

apprentices who have not taken out a personal loan do not know how to do so. This is 

quite a significant proportion and this is an area that should be looked at when 

developing educational programs aimed at this demographic. 

While analysing apprentices' investment behaviour (INVEST), results presented in 

Table 3 shows that a significant proportion (at a 97.5% confidence level) of 

apprentices do not invest money in managed funds, shares or high interest accounts 

such as term deposits. This lack of investments could be a result of a number of 

things, one being simply that they don't have the knowledge of how to invest and its 

benefits. This could also be a result from apprentices not having the funds available to 

invest due to a lack of being able to save. 
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Further analysis into apprentices' knowledge of basis investment theories is shown by 

the variables RISKRETURN and COMDVSIMPLE. COMDVSIMPLE shows a 

significant proportion of apprentices (at a 99% significance level) have an 

understanding of interest rates as compared with those who have limited or no 

knowledge. However, apprentices grasp of the risk and return concept is not as good. 

An equal proportion of apprentices have an understanding of risk and return compared 

to those lacking understanding. These are key theories in investing and determining 

what types of investments to undertake and it can be said that half of apprentices are 

lacking knowledge in this area. This can explain why only a small percentage of 

apprentices have undertaken investments. A greater knowledge in this area could 

increase the number of apprentices investing a proportion of their finances to improve 

their financial asset position. 

As previously stated, a reason why a significant proportion of apprentices have not 

undertaken investments is that they simply do not have the surplus finances available. 

To determine that the surveyed apprentices have a healthy financial position we can 

look at if they save on a regular basis, are able to follow a budget and control their 

spending habits. The results from the surveyed apprentices indicates that for the 

variable SAVEREG, the proportion of apprentices who save on a regular basis is 

equal to the proportions that don't save regularly (at a 99% significance level). This 

indicates that around half of the apprentices surveyed save on a regular basis. While 

using crosstabulation on INVESTMENT and SAVEREG to further analyse the data 

and the inherent relationship it became apparent that there is no significant 

relationship between the two variables. 

Table 5 Crosstabulation Results on INVEST and SA VEREG 

SAVE 

0 

EREG 

1 Total 

INVEST 0 
1 

Total 

0.179 

0.202 

0.381 

0.250 

0.369 

0.619 

0.429 

0.571 

1.000 

While analysing apprentices' budgeting habits (BUDGET) it became evident that the 

proportion of apprentices who try to follow a budget is equal to those who don't 
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budget at all or infrequently try to follow a budget (at a significance level of 99%). 

This result is a similar to those who save on a regular basis and indicates that there is 

not a significant proportion of apprentices who have control over their financial cash 

flow which is a major part of being financially competent. This is an area of concern 

because if apprentices have a problem in this area it can lead them to financial 

difficulties. Although a significant proportion of apprentices do not actively manage 

their finances through saving regularly or budgeting, a significant proportion of 

apprentices have control over their spending and do not make impulse buying 

decisions as illustrated by the variable BUYIMPULSE. 

As stated earlier, although a significant proportion of apprentices do not buy on 

impulse, variable SHOP AROUND shows a significant proportion of apprentices do 

not shop around when making major purchases in an effort to save money. This 

suggests that while some apprentices take time and put thought in making purchasing 

decisions almost half of apprentices are unwilling to shop around to find the best deal. 

The analysis of sampled data on variables RELATIVES and ASKQUESTIONS 

shows that apprentices feel more comfortable in going to relatives for financial advice 

then seeking financial advice from financial institutions. A significant proportion of 

apprentices feel then can/do obtain financial advice from relatives, whereas the 

proportion of apprentices who seek financial advice from financial institutions is 

equal to those who don't seek their advice (both at a 97.5% significance level). It is 

understandable that they are able to seek out advice from relatives giving them 

confidence in dealing with their financial affairs. 

4.2.2 Attitudes 

The results on variables associated with attitudes of the surveyed apprentices are 

presented in Table 6 to determine apprentice's attitudes towards basis personal 

financial management. 
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Table 6 Apprentices Attitudes to Financial Literacy Results 
Variable Pi Z Decision Level of Sig 

IMPBUDGET 0.679 3.082574 Reject 97.5% 
INVESTINWEALTH 0.595 1.714911 Do not reject 97.5% 
IMPSHOP 0.726 3.777581 Reject 97.5% 
IMPFINPOS 0.750 4 .098780 Reject 97.5% 
LEARN 0.655 2.763070 Reject 97.5% 

The results on the variables IMPBUDGET, IMPSHOP, IMPFINPOS indicate that at a 
significance level of 97.5% a significant proportion of apprentices acknowledge the 
importance and the benefits of budgeting, shopping around and knowing ones current 
financial position. With the analysis indicating a significant proportion of apprentices 
have a positive attitude towards budgeting, we can compare this to the proportion of 
apprentices who actually do try to follow a budget. Table 7 shows the crosstabulation 
results between the variables IMPBUDGET and BUDGET. 

Table 7 Crosstabulation Results on IMPBUDGET and BUDGET 
Count 

BUD 

0 

GET 

1 Total 
IMPBUDGET 0 

1 
Total 

0,214 
0.333 
0.548 

0.107 
0.345 
0.452 

0.321 
0.679 
1.000 

Using the data presented in Table 7, the proportion of apprentices who understand the 
significance of budgeting was tested against those who try to follow a budget. On the 
basis of the calculated test statistics (0.1084577), at a 99% significance level, the null 
hypothesis that the proportions are equal was not rejected. Thus indicating that of 
those surveyed with an understanding of the importance of budgeting a significant 
proportion of apprentices do not try to follow a budget. 

The results reflect a poor attitude by the majority of those apprentices surveyed 
towards cash flow management, in that they understand the importance of budgeting 
but don't budget. It shows an attitude that they feel they don't need to budget and their 
finances will just work themselves out. This modest view about their personal 
finances is carried on when those surveyed were asked if they would like to learn 
about their personal finances as part of their apprenticeship. The data collected and 
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analysed indicated that a significant proportion of apprentices (at a 97.5% significance 
level) do not wish to leam about personal financial management. 

4.2.3 Overall Financial Situation 
Hypotheses were tested in the form: 

Ho: The proportion of apprentices who are competent in financial mathematics (Pi) is 
equal to the proportion of apprentices who are not competent (P2). Pi = P2 
HA: The proportion of apprentices who are competent in financial mathematics (Pi) is 
greater than the proportion of apprentices who are not competent (P2). Pi > P2 

With Pi equal to apprentices who are confident and P2 equal to those apprentices who 
are not comfortable with the variables in this study. 

Table 8 Assessment on Overall Financial Situation Results 
Variable Pi Z Decision Level of sig 
KNOWFINSIT 0.750 4.098780 Reject 97.5% 
LEVELDEBT 0.571 1.296148 Do not reject 97.5% 
FINSIT 0.357 2.517861 Do not reject 99% 

Upon testing hypotheses, it became apparent that the proportion of apprentices who 
keep an eye on their current financial situation is significantly greater then those who 
do not at a 97.5% significant level. This suggests that apprentices realise the 
importance of knowing one's current financial position and it is necessary to make 
good financial decisions. It was discussed earlier, a significant proportion of 
apprentices do acknowledge the importance of budgeting however, a significant 
proportion of these don't try to follow a budget. By combining these two findings it 
can be concluded that the majority of apprentices surveyed keep an eye on their 
overall financial position but don't actively manage their finances through budgeting. 

The above analysis and discussion suggests that a significant proportion of 
apprentices are happy with their current financial position but does this also imply that 
they carry it across to their debt position? The results presented on LEVELDEBT 
indicate that the proportion of those who are happy with their current level of debt is 
not significantly different from those who show concern at a significance level of 
97.5%). This finding is mirrored for FINSIT variable where the proportion of those 

49 



concerned with their current financial position happens to be equal to the proportion 

who are not concerned at a 99% significance level. The relationship between their 

feelings towards their debt levels and overall financial position was further explored 

using crosstabulation and presented in Table 9. 

Results show that out of those who feel comfortable with their level of debt, close to 

half are also comfortable with their current financial position. This indicates that 

about half of the apprentices surveyed do not judge their financial position on whether 

they are comfortable with their level of debt. An alternative of those surveyed 

apprentices judging their financial position on their current level of debt is judging it 

on their asset position. 

Table 9 Crosstabulation Results on FINSIT andLEVELDEBT 
Count 

LEVELDEBT 

0 1 Total 
FINSIT 0 0.345 0.298 0.643 

1 0.083 0.393 0.357 
Total 0.429 0.571 1.000 

Using the assumption that regular savers are happy with their current amount of cash 

and investment assets, the crosstabulation results in Table 10 indicate that around half 

are unhappy with their current financial position. This suggests that the majority of 

apprentices do not judge their current financial position on the amount of savings they 

have accumulated and their current asset position. 

Table 10 Crosstabulation Results on FINSIT and SAVEREG 

SAVE 

0 

EREG 

1 Total 

FINSIT 0 
1 

Total 

0.310 
0.071 
0.381 

0.333 
0.286 
0.619 

0.643 
0.357 
1.000 
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This posses the question of why apprentices feel they are in an unsatisfactory financial 
position. A crosstabulation analysis on LEVELDEBT and SAVEREG was carried 
out. The results presented in table 11 shows that of those who save regularly around 
half are uncomfortable with their current level of debt. This could suggest that 
apprentices are saving to meet their debt obligations and as a result they feel they are 
not in a good overall financial position. Another reason could be that they are not 
happy with their financial position due to a lack of income which has not been tested 
in this survey. 

Table 11 Crosstabulation Results on LEVELDEBT and SAVEREG 
Count 

SAVE 
0 

IREG 
1 Total 

LEVELDEBT 0 
1 

Total 

0.167 
0.214 
0.381 

0.262 
0.357 
0.619 

0.429 
0.571 
1.000 

The results identified current state of affairs for apprentice's financial literacy levels. 
On the basis of our results, it appears that they have a general lack of knowledge and 
require improvements to make informed financial decisions. Complex payment 
methods such as use of Credit Cards and EFTPOS and financial products such as 
Superarmuation, personal loans and interest rates are identified as areas where 
apprentices lack required knowledge skills. It was interesting to find that apprentices 
do understand the importance of financial issues of budgeting and knowledge of one's 
financial circumstances but choose not to actively participate in managing their own 
finances. Chapter 5 draws conclusions from these results and offers recommendations 
to developers of financial literacy programs to enhance their effectiveness 
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CHAPTER 5. CONCLUDING REMARKS 

This study has surveyed a cross-section of apprentices in the western suburbs of 

Melbourne. The students surveyed ranged from year apprentices to year 

apprentices from a variety of backgrounds. The study found that the financial literacy 

levels amongst apprentices were relatively low, showing a general lack of financial 

knowledge in areas applicable to people of their demographic. The survey of relevant 

literature idenfified two categories, basic financial understanding and basic financial 

competency applicable to apprentices to measure an acceptable level of financial 

literacy. The results show that the majority of apprentices could be considered not to 

have an acceptable level of financial literacy. 

It was found that the proportions of apprentices were considered to have a basic 

financial understanding were equal to those considered with below par understanding. 

A significant proportion of apprentices use cash on a regular basis but are much less 

likely to use other more complex forms of payments such as credit cards and 

EFTPOS. This demonstrates a lack of understanding of the more complex forms of 

payments and as a result they persist to primarily using cash to make purchases. At 

the time the respondents went through school there was no financial education 

program in place. Mathematics is compulsory in schools and can be considered a 

reason that the apprentices surveyed were found to have an excellent knowledge in 

financial mathemafics. Comparing this to other areas within financial understanding 

where they preformed very poorly in financial payment methods. This suggests that 

students could benefits from a program designed to teach them about basic financial 

products and services as part of there schooling. 

In determining the overall basic financial understanding of apprentices it became 

apparent that they require further learning in the more complex from of payment 

methods such as credit cards and EFTPOS. Both of these products were not used 

regularly by the apprentices surveyed and could indicate that they are not comfortable 

in using them. This is backed-up by the results indicating apprentices realise they 

require further knowledge of EFTPOS and credit cards. This is further supported by 

the high use of cash by apprentices in making purchases, since cash is the simplest 
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from of payment and they all have grown up using it. Another possible reason for 

their preference in cash over EFTPOS and credit cards is that it gives them greater 

control over their spending. The results show around half of apprentices try to stick to 

a budget and could make cash payments as a way to could their spending. 

Apprentices' limited use of the more complex forms of payment could demonstrate a 

habit of using cash. They were brought up using cash and have not been shown how 

to use the other forms of payment methods to break this habit. An education program 

could introduce them to other payment methods so they become comfortable enough 

to use them on a more regular basis. 

Apprentices exhibited mixed results when determining their basic financial 

competency. A significant proportion of apprentices don't have a good understanding 

of personal loans but when comparing this to those apprentices who have a personal 

loan we can see that those who do not have a personal loan have no knowledge of 

how to do so. This could indicate a general lack of interest in learning about areas of 

their personal finances that, at this point in time, do not currently need. Apprentices 

tend to show more interest in those areas of their personal finances where they are 

actively involved as highlight by a significant proportion who seek out financial help 

from both relatives and so called experts working in the financial industry. 

The report also found that a significant proportion of apprentices tend to save on a 

regular basis and resist the temptation to make impulse purchases. The fact that they 

save on a regular basis shows they do have the finances available to make impulse 

purchases but abstain from doing so. 

The data collected also showed equality among apprentices in positive and negative 

attitudes towards the knowledge of superannuation, ability to use the internet 

shopping around for goods and also budgeting. From these findings that, it would be 

fair to assume that these apprentices show a tendency to stand clear off these 

complicated issues due to the fact of their limited education and experience. These are 

areas were apprentices could benefit from education programs aimed at these areas. A 

greater familiarity and knowledge in these areas can results in apprentices using 

Internet banking and being able to effectively budget. It will also provide them with a 

greater understanding of superannuation, its purpose and importance. 
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The survey responses found that apprentices' did not fully comprehend 

superannuation, its purpose and how it apphes to them. Although a general knowledge 

of the issues discussed above are not required in day to day management of one's 

personal finances, apprentices still should know the reason why we have 

superannuation. The majority did not know that it is compulsory for their employers 

to contribute to their superannuation on their behalf and that they can make additional 

contributions. 

It is evident form the results that a significant proportion of apprentices' realise the 

importance of being financially literate. However, the attitudes section shows that a 

significant proportion of apprentices do not wish to study personal finance as part of 

their apprenticeship. This indicates that although they realise the importance of being 

financially literate they do not wish to further educate themselves in this area. This in 

itself poses a problem for developers of appropriate educational programs. 

In terms of apprentices' attitudes towards their overall financial position the majority 

of them seem happy and appropriately concerned with their current level of debt and 

financial situation. A similar result was also obtained for those who saved regularly 

and were happy with their financial situation. Therefore, it can be concluded with 

confidence that for an apprentice to feel comfortable with their current financial 

position they need to save regularly and be comfortable with their current debt level. 

As a result, a financial education program aimed at this demographic would be well 

advised to first target these areas in order to give them confidence in their financial 

position. Once this has been achieved they can then move on to improving their 

knowledge of payment methods and other more complex financial products. 

The results further showed that approximately half of the apprentices understand that 

investing one's money can greatly increase one's wealth leaving the other half with a 

belief that this is not the case. This provides a very strong reason for developing and 

delivering an appropriate investment educational program to apprentices. 

To sum up, it appears the apprentices overall financial literacy levels are quite low 

and there is a need for improvement in all area's of understanding their personal 
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finances. This is more important for the youth of today since they have greater choices 

for recreation and Hfestyle and this has caused greater spending within this generation 

then previous generations. Their debt management skills are generally poor as they 

continue to spend in a greater number of vv'ays including, in particular mobile phones 

and credit cards. Individual characteristics, including intuition, attitudes, motivations 

and our limited problem-solving capabilities shape the choices that we make. 

Attempts to improve financial literacy are more likely to succeed if we design tailored 

programs that acknowledge individuals as a diverse group. 

This is an exploratory analysis into the financial literacy skills of young adults, 

focusing on apprentices. Further research with a larger sample size covering various 

geographical areas to allow for a complete and comprehensive analysis utilising 

analytical methods such as factor analysis and discriminant analysis may provide a 

greater insight into the financial literacy level of young adults. Such an exercise may 

also provide government and non-governmental developers of educational programs 

with other areas to target within this age group and effective methods of delivering 

these programs. 
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APPENDIX - COPY OF THE SURVEY 

ViCTOHIA 
U N i V i i i i i f i r 

This survey is conducted by Joel Tworek for the requirements of an honours thesis on 
"Levels and Proficiency of Consumer Financial Literacy Levels among Apprentices 
in the Western Suburbs of Melbourne". It is designed to collect information to 
determine the attitudes and knowledge of apprentices on the achievement of their 
financial literacy 

A Survey into Financial Literacy of Apprentice at Victoria University 

Please circle the most appropriate answer 

1. Your current living situation is: With parents / shared accom / Renting 

2. WTiat is the main language spoken in 
you home 

3. If you were shopping for a new Ipod 
and the store had a 20% discount, 
would you be able to calculate the price 
correctly? 

4. How often do you use cash to make 
purchases? 

Other 

English / Greek / Italian / Cantonese 

Other 

With 
difficultly 

Very 
rarely 

3 4 5 Easily 

1 2 3 4 5 Frequently 

5. How often do you use an ATM to Very 
withdraw cash? 

1 2 3 4 5 Frequently 

6. I know the fees associated with you 
savings account 

Strongly 
Disagree 

2 3 4 5 Strongly Agree 

7. How often do you use EFTPOS to 
make purchases? 

Very 
rarely 

1 2 3 4 5 Frequently 
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8. I know the fees involved in using Strongly 1 2 3 4 5 Strongly Agree 
EFTPOS Disagree 

9. How often do you use a credit card to Very 
make purchases? rarely 

1 2 3 4 5 Frequently 

10. I know how a credit card works in Strongly 
term of interest paid and fees Disagree 

1 2 3 4 5 Strongly Agree 

11.1 know how a credit card works in Strongly 1 2 3 4 5 Strongly Agree 
term of interest paid and fees Disagree 

12.1 have a good understanding of 
superarmuation and it purpose 

Strongly 1 2 3 4 5 Strongly Agree 
Disagree 

13. How often do you read and check Very 
your bank statements? rarely 

1 2 3 4 5 Frequently 

14. How often do you use the internet Very 
for banking and to check statements? rarely 

1 2 3 4 5 Frequently 

15. Do you have a personal loan? Yes No 

16. I know how to go about taking out a Strongly 1 2 3 4 5 Strongly Agree 
personal loan Disagree 

17. Have you undertaken investment in 
either high interest savings accounts, 
shares or managed funds? 

Yes No 

18.1 know the difference between Strongly 
compound interest and simple interest Disagree 

1 2 3 4 5 Strongly Agree 

19. When investing money, the higher 
the risk associated to that investment the Strongly 
higher the expected return Disagree 

1 2 3 4 5 Strongly Agree 
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20. I try to follow a budget Very 
rarely 

1 2 3 4 s Frequently 

21. I save money on a regular basis Strongly 1 2 3 4 5 Strongly Agree 
Disagree 

22. I buy things impulsively Very 
rarely 

1 2 3 4 5 Frequently 

23. I am able to get good financial 
advise ft-om my relatives 

Strongly 1 2 3 4 5 Strongly Agree 
Disagree 

24. I ask questions about financial 
products when I sign up to them 

Strongly 1 2 3 4 5 Strongly Agree 
Disagree 

25. Do you shop around to find the best Very 
financial product for me rarely 

1 2 3 4 5 Frequently 

26. Do you believe that it is important to Strongly 1 2 3 4 5 Strongly Agree 
have a financial plan? Disagree 

27. I believe that in managing my Strongly 
finances it is important to prepare a Disagree 
budget 

1 2 3 4 5 Strongly Agree 

28. I believe that by undertaking Strongly 
investments you can greatly increase Disagree 
my financial position 

29. Shopping around for the best Strongly 
financial products can save me a lot of Disagree 
money 

30. I believe that it is important to know Strongly 
one's financial position Disagree 

1 2 3 4 5 Strongly Agree 

1 2 3 4 5 Strongly Agree 

1 2 3 4 5 Strongly Agree 

31.1 would you like to learn how to Strongly 
manage my finances as part of this Disagree 
course 

1 2 3 4 5 Strongly Agree 
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32. I keep an eye on my current Very 1 2 3 4 5 Frequently 
financial position rarely 

33. I am comfortable with my current Strongly 1 2 3 4 5 Strongly Agree 
level of debt Disagree 

34. How do you feel about your current Concerned 1 2 3 4 5 Confident 
financial situation? 

Thank you for your time 

Kind Regards, 

Joel Tworek 
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