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Many Australians are financially illiterate, costing the community millions of dollars and significantly affecting health, workplace culture and productivity, according to financial literacy advocates.

Financial services company Money Solutions has warned little has been done to tackle adult financial literacy, which could leave two generations of adult Australians - the bulk of the working population - stranded with poor money managing skills. 

Chief executive officer Virginia Dowd said financial literacy was becoming an increasingly important issue in Australia as changes to superannuation and investment opportunities occurred.

"We used to be in a dependency culture where your employer looked after you or the Government looked after you or somebody looked after you," she said. 

"Money wasn't such an issue that we readily discussed. It wasn't something that we had a lot of experience with and what's happened is we've moved from that culture of somebody will do it for you, to having to learn how to do it for ourselves, and along with that came maybe three, four, five thousand different investment products to choose from."

More choices meant there were more opportunities for small to medium investors, but for people to be able to take advantage of those opportunities they needed to have the right skills.

The community, however, had not developed a framework or process to help people understand how to manage their money and feel confident they were making the right choices.

United States financial literacy expert Dr Thomas Garman said improving financial literacy was of "terrific importance" in boosting people's financial well- being.

"People who are financially well save more money - that helps our national savings rate, provides capital for others to borrow and invest and grow new businesses," he said. Financial wellbeing also improved health and increased workplace productivity and satisfaction. 

And although improving financial literacy was the responsibility of all members of society, employers had everything to gain from investing in their staff's financial education. "We've seen in the [US] that an investment of $1 will get you three or four dollars back as an employer," Dr Garman said.

"If an employee slightly improves his financial wellbeing and slightly improves his financial behaviours, the benefit that year to the employer is $450 - bang - for that employee. And those returns come from two factors in the economic analysis - less absenteeism and less work time wasted dealing with financial issues."

Dr Garman and Money Solutions are working on a survey to assess the financial literacy levels of Australians and to benchmark progress over time. 

The process will be used to identify the effectiveness of workplace and financial fund member education in changing literacy levels, and in measuring the benefits for funds and employers who invest in financial education. 

Dr Garman will give a keynote address at the Association of Superannuation Funds of Australia Conference in Adelaide from November 10-12.


