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INTRODUCTION
Financial literacy is regarded as an essential life skill. Major Australian financial institutions have
emphasised the importance of consumers having adequate financial literacy to deal with an
increasingly complex financial landscape.1 The Australian Securities and Investments Commission
(ASIC) is implementing the Australian National Financial Strategy. Under the Strategy, there have
been initiatives to embed financial education programs in the Australian national school curriculum.
Such educational strategies are important because effective financial decision-making is a necessary
and critical skill. Young people need have the skills and knowledge to make sound financial decisions
now and as adults and to support them to engage confidently and successfully in economic life.2 They
must navigate a much more complex financial landscape and assume greater financial responsibility at
a younger age than previous generations and this poses considerable challenges.3
A current issue for policy makers in Australia is the relative scarcity of data on young people’s
financial decision-making. In particular, there is little current evidence about the social and economic
contexts and influences, such as peers, families and advertising that shape the financial decisions of
young people around the world and in Australia.4 It is important to determine how financial
decision-making is currently experienced by young people in their daily lives and how this relates “to
steps they are likely to take in the near future as adults”.5 A better understanding of the contexts in
which young people make financial decisions, and their experiences of financial decision-making will
provide important and useful information that can shape financial education policies – the core goal of
which is to ensure all Australians are able to make confident, sound financial decisions.6 Sound
financial decision-making is recognised as a key factor for long term financial wellbeing.7 Financial
wellbeing is integral for social inclusion, an important determiner of overall health and wellbeing.8
This study investigates how financial decision-making at a time of transition from secondary
school to adult life is conceptualised by young Australians. The data for the study is derived from
interviews with young Australians aged 16 and 17 years from focus groups. Participants from 9
Australian schools that are diverse in their geographic location and student cohort were chosen for the
study. These interviews explored the context and attitudes relating to their financial decision-making.
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CONTEXT

FOR THE STUDY

Financial decision-making
It is important for people of all ages to be capable of making effective financial decisions. A person
who pays off their credit card balance in full each month because of their knowledge of the effect of
high interest rates and the consequences of debt demonstrates effective financial decision-making. The
factors and experiences that shape individual financial decision-making differ and develop over the life
course.9 Effective financial decision-making and the skills required to make such decisions are not
static concepts, rather, they are better conceptualised as an “expanding set of knowledge, skills and
strategies, which individuals build on throughout life, rather than as a fixed quantity”.10 It is also
critical to understand the social contexts and influencing factors that impact on financial
decision-making.11 One benefit of understanding these contexts is that school education programs can
be tailored for salience, reflecting current needs of students.
The need for people to be equipped with the skills and confidence to make sound financial
decisions, from a young age, is suggested to arise from a set of global economic and social trends.12
The consequence of these trends is that individuals must make more complex financial decisions and
assume greater responsibility for their personal finances.13 The first trend is that governments
worldwide are increasingly “risk shifting” financial responsibility from the State to the individual,
including limiting access to social welfare benefits and State-sponsored healthcare.14 The second trend
is that young people must make more complex financial decisions at an earlier age than their
parents.15 This includes the costs of tertiary or further education or training and choosing from a
complex array of available financial products and services.16 It is also argued that there is a
generational gap caused by a rapidly changing economic and technological environment, which limits
the role of intergenerational financial learning from family members.17

Economic participation of young Australians
Evidence on the economic participation of young Australians indicates the importance of effective
decision-making by these people. Studies find that young Australians are active economic
participants.18 Young Australians are high users of basic bank accounts – four out of five Australians
aged 12-20 had a transaction account with a bank and 57% had a debit or EFTPOS card.19 Young
Australians are strong consumers of goods and entertainment20 and most own, or use a mobile
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phone.21 However, consumer activity can lead to compromised financial outcomes if young people
lack the knowledge and skills to make sound financial decisions22 or because they do not understand
their consumer rights. A recent study of Australian youth mobile phone usage found “bill shock” as
well as confusion and anxiety about financial issues and contractual obligations associated with mobile
phone plans.23 One quarter of Australians aged 12-17 have some form of financial debt and while the
proportion of those with large debts is relatively small, the impact of such debt on health and
wellbeing can be severe.24 Savings habits are also lacking, as the same study finds that over half of
young Australians are spending all, or most, of the money they earn each month on consumer goods.25
The study finds there are substantial societal and cultural pressures, including advertising and targeting
by companies, that contribute to the spending habits of young Australians.26

Contexts for financial decision-making
Financial decision-making is recognised as being influenced by one’s social and economic
circumstances and family and peers.27 Previous research finds that interactions with peers, family,
culture and media shape the financial knowledge of young people, particularly their attitudes as
consumers.28 The role of parental financial modelling is found to play a pivotal role in how young
people manage income and negotiate debt29 and studies find that discussing financial matters with
parents is positively associated with greater financial literacy in adulthood.30 Peer influences,
including the pressure to “fit in” with peer groups31 are acknowledged to also play a role in the
financial decision-making of young people.32 Education is another influencing factor in the acquisition
of the knowledge that shapes financial decisions. Two studies have found that high school financial
literacy education changes behaviour positively with respect to savings.33

STUDY
Method
A database of 100 schools in Victoria with varying student cohorts and socio-economic profiles was
identified using school annual reports made to the Victorian Department of Education. Nine schools
were chosen from a range of regional, rural and metropolitan areas for their relative mix of students,
geographic locations and learning outcomes, using detailed information from each school annual
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report. While it is not suggested that students in the sample are highly representative, this
methodology aims to ensure that a broadly representative mix of Victorian secondary schools was
selected. Teachers and principals from each school were requested to coordinate a group of students,
approximately half male and half female, that was broadly representative and with a mix of abilities
from the Year Eleven cohort aged 16-17 to participate in small group interviews. This measure was
designed to draw on the expertise and knowledge of teachers about the student body.
All participation was voluntary and the appropriate consent procedures with students, parents and
guardians were followed. Focus groups consisted of between three to eight students, with an average
of six and in total 68 students participated in the interviews. The interviewer explained the objectives
of the Australian Financial Literacy Strategy, particularly the Strategy focus on education in schools,
to provide a contextual framework and explanation of the study for participants. Key questions in the
focus groups were how participants currently thought about having their own money, their financial
decision-making, and how financial matters “fit into” their thoughts and decisions about the future.
Participant responses were de-identified and excerpts included below are identified only by the
geographic area of their school; regional, rural or metropolitan.

Findings and discussion
Participants across all regions said having their own money was important because it enabled them to
be mobile, independent and autonomous. Having their own money meant they had discretion about
their spending.
It gives you your own freedom to do what you want. (Metropolitan)
You don’t feel restricted like you don’t have enough money to do certain things. (Metropolitan)

Having an independent income source meant less reliance on parents and certain participants
stated that the experience of asking parents for money was a negative one. The income of participants
came from a variety of sources, including money from parents and formal and informal employment,
such as babysitting or house chores. It was evident that more students from regional and rural schools
had part-time jobs, compared with participants from metropolitan areas.
Independence, of both a financial nature but also with respect to personal growth and change, was
a central and recurring theme in the focus groups. A recent study of young Australians aged 16-18
finds that attaining financial independence from parents and families is of central importance to young
people.34 At this age, the main reason young people engage in part-time work is to develop financial
independence.35 However, it is evident that achieving such independence is not straightforward for
most young people. There can be considerable tension around attaining financial independence from
families because of the costs of living and difficulties finding full-time work.36 While young people’s
goals for securing this independence include living away from home, working or studying, these goals
were frequently not able to be fully achieved, necessitating continued reliance on parents or other
family members.37
Some participants in our study acknowledged that the transition from high school to independent
living required them to move towards becoming more self-sufficient. Money and financial
independence was clearly a key factor in the decision-making of many participants as they considered
their post-school futures. For regional and rural students, the cost of moving to the city to study at
university was said to be a source of some anxiety. Participants from all regions discussed the
responsibilities, including financial, related to this transition.
I don’t know, I don’t really want to live at home and go to uni. So that kind of worries me about money.
(Regional)
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Yeah and supporting yourself like moving out, my God. Having a parent that pays for everything and
not a very good saver, what am I – what is it going to be like? I’m terrified. (Rural)
I tend not to think about it but if I do think about it, then it worries me. (Regional)

Participants discussed that independence after high school was an aspiration and were keenly
aware of the role money had in securing this independence. Discussing this transition, some
participants explained what they thought about the prospect of adulthood and independence.
I’d also love to find my own place because I can’t wait to be independent. I’ve always wanted to just
look after myself. (Rural)
Then you’ve just got to grow up so quickly … No one’s going to wait around for you. Life just goes on.
(Rural)
I’ve come to grips with it but it still frightens me. (Rural)

In many interviews, participants discussed the importance of having a car and a driver’s licence.
Having a car was very important to rural and regional students because it meant they could travel
independently of their parents.
Yeah, I’d like to get out as soon as possible but the only thing is, especially here in the country is you
really can’t move out until you’ve got your licence. Because I guess if we all had our licence a lot of us
would be gone a long time ago. (Regional)

Many participants were actively saving for a car, through part-time work or saving money given
to them by their families. It was evident that family, particularly parents and older siblings, has a
strong influence on the financial decisions relating to future goals and plans. Older siblings who had
left home, for example, were looked to by some participants for guidance on money matters related to
living independently.
Participants discussed how financial considerations figured in their future aspirations and goals.
For some, these were centred on large goals, such as buying a house. It was evident that some
participants were concerned about the costs of living in their short-term futures. This was particularly
related to a perceived rise in the cost of living.
Fuel, food. It’s getting more expensive so more to run and you need your car to get to where you need
to go. (Regional)
It’s so expensive, like everything. Then you know, house prices just keep going up and everything
keeps going up and it’s just like, ahh. (Regional)

Participants identified that to be financially independent of their families can be difficult and
stressful.
Yes, so if you leave and suddenly got all this workload on you that your parents or relatives are taking
off you and then you’ve got it all by yourself, you’ve got to handle it all, fit it all in which could be
difficult. (Regional)
Just those little things and on top of all that being homesick and just not having someone there when
you need them, that scares me. (Rural)

Related to this discussion were comments from some participants that at this stage of life, it was
difficult to know what would make them happy and content. Other participants discussed the positive
and exciting prospects of their futures, including living independently. However, many participants
acknowledged that this was tempered by practical, financial considerations. A strong and consistent
theme running throughout the interviews, and evident in all geographic regions, is that when young
people are thinking about money in the context of their future plans and goals and the transition to
adulthood, they conceptualise this in terms of independence. Part-time work and setting savings goals
were the two key activities that participants currently used to achieve a level of independence. These
are therefore important contexts in which young people are conceptualising their financial
decision-making.

CONCLUSION
The analysis of interview data from these focus groups finds that at 16 and 17 years of age the
participants are turning their attention to their post-secondary school futures. They are currently active
in making financial decisions and thinking keenly about their futures. Many are engaged in
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goal-oriented savings behaviours directly related to achieving independence after school. The study
finds that young people are keenly aware of the role money has in securing their independence. The
interviews provided insights into how participants are thinking about the role of money in their future
goals and plans. In particular, participants showed a good level of awareness about the practical,
financial realities of living away from home. This was most evident in the interviews with rural and
regional participants. The study finds strong engagement by young people with financial issues,
evidencing a willingness to engage with the challenges relating to financial independence.
Studies find that the traditional concept of a “linear” pathway from adolescence to adulthood, and
from dependence to independence, is typically too simplistic and in fact the pathway is complex.38 For
example, studies show that young adults continue to live with parents after finishing high school and
that young Australians are prolonging the period of financial dependence on their parents.39 Recent
research also shows that financial dependence on family is related to the socio-economic
circumstances of the family and that young people from more affluent families are more financially
dependent than those from socio-economically disadvantaged families.40 Our findings suggest that the
young people interviewed are keenly aware of the tensions involved in negotiating the transition from
secondary school and the role that money plays in this transition. It has been suggested that young
people must prioritise economic security in response to changing economic and social conditions,
including job insecurity.41 Our study finds that young people are actively attending to these concerns
prior to finishing school, particularly in the country, where a strong theme of saving for a car emerged.
This suggests that young people are actively pursuing avenues of independence and autonomy in
preparation for completing school. Contrary to any popular conception that might suggest young
people are apathetic or disengaged, our findings suggest that young people are very aware of the
challenges facing them with respect to their futures. Our study suggests engagement and awareness by
young people with respect to achieving individual financial independence.
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