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Personal financial literacy education makes certain assumptions about the nature of financial literacy and the skills and knowledge that learners need to master to be financially literate. This paper questions current definitions and argues for an alternative that acknowledges financial literacy as a social practice.  It explores the social capital dimension of financial literacy and the implications this has for education.
Financial literacy is one of the many literacies that abound and joins what seems to be an ever increasing number of which computer, environmental, community, social, emotional, and spiritual are just a few. Sanguinetti (2007) observes that the usage of the term “literacy” in these contexts refers to the knowledge and skills required in the domain specified. Personal financial literacy, then, the focus of this paper, refers to the necessary knowledge and skills needed by people to manage their own monies effectively. This paper however, suggests that financial literacy is more than knowledge and skills. 
The paper also presents two proposals, both to do with social capital, which may be useful when thinking about how formal and informal education can improve the personal financial literacy of adults. In Australia, there is a wide choice of financial literacy education products ranging from accredited to non-accredited training that is available as stand alone products or is integrated into other training or programs. Products include courses, workshops, seminars, online courses and written material such as booklets. This paper is not concerned with the evaluation of such products. Rather, it argues that it would be useful to include a social capital perspective in the design and delivery of such products.

The first proposal is that doing financial literacy occurs within social networks and therefore has a social capital dimension, an aspect that is not evident in how financial literacy is generally defined in Australia and therefore unlikely to be considered in the financial education provided. The second proposal is that the research that has been done on the role of social capital in adult literacy learning (e.g., Black, Balatti & Falk, 2006) also has relevance to the design and delivery of financial education products. 

Social capital
While social capital theory can be traced back to classical sociological theory (Portes 1998), its usefulness in current times lies in highlighting those aspects of social structure that lead to economic or social gain for either groups or individuals. In this paper, the focus is on the gain that individuals may experience in terms of their financial literacy and financial well being.   

At the heart of social capital is access to networks and the Australian Bureau of Statistics (2004, p. 5) describes social capital as the social “networks, together with shared norms, values and understandings which facilitate cooperation within or amongst groups”. According to Coleman (1988), the main aspects of social relations in which the social capital inheres are the obligations, expectations, and trust set up within the relationships; the information channels created in the social structure; and the norms and sanctions operating within the collectivity. Trust has been identified by most theorists as being both a prerequisite to, and a consequence of, social capital building (Coleman, 1988, 1990; Putnam, 1995). 

The networks may be real or virtual, formal or informal, loosely or tightly connected and may have short or long term longevity. Family, friendship groups, community groups, professional bodies, workplace groups, special interest groups and online groups are all examples of networks. The nature of one’s membership of a network varies. It can be a core membership, a peripheral membership or in the case where the individual only has a connection with someone who is a member, there may not even be a membership but more of an “association”. An example of the latter is the case of someone who decides to contact a financial counsellor because a mutual friend provided the “social bridge” to facilitate the contact.
The nature of the “cooperation” within a network that is, how its members function together, depends on its common purpose, the resources it has at its disposal and the norms and values that shape the interactions. The reason or common purpose that holds the network together at first glance may be far removed from financial literacy or it may be clearly linked e.g., compare a group of young people whose common purpose is clubbing on weekends with an online network of retirees working through a course on playing the stock market. 

Fundamental to social capital theory is the proposition that networks of relationships are a resource that can facilitate access to other resources by individuals or groups for a specific purpose. The resources that are available within a network are clearly a function of the resources that its members bring to it. These resources are potentially wide ranging and include knowledge, skills, contacts with other networks, financial and physical resources. For example, a member in the network who knows about superannuation may increase the knowledge of other members about the topic providing it is shared. 
Most importantly, the resources potentially available within networks also include the identity resources of its members.  Falk and Kilpatrick (2000, p. 100) in their paper on social capital describe identity resources as the “common understandings related to personal, individual and collective identities” that people produce in an interaction. 
They are the “specific knowledges, behaviours, feelings and beliefs that come with identifying oneself as a certain sort of person” (Falk & Balatti, 2003). Stereotypical money-related identities given here by way of example are that of spendthrift, scrooge, saver, and good manager. “Live for today and let tomorrow take care of itself” is also an example of an identity resource, in this case a belief that is related to how one interacts with money. 

Finally, the norms and values of the network also influence the interactions among members of the network. For example, if the norm within a family has been never for the parents to talk about money with the children, then that will influence the kind of learnings about financial literacy that the children will experience within that family context. 
Despite most literature focusing on the positive aspects of social capital, researchers note that the same social relations that contribute positively to the wellbeing of individuals or communities may also have unfavourable outcomes. Portes (1998) speaks of negative social capital and describes a number of situations where one can argue that social capital has negative consequences. For example, the same strong ties within a group that generate group bonding may also restrict individual freedoms or cause members of the group to make excessive claims on other members. They can also prevent members from making strong ties with people outside of the group which can lead to downward levelling norms within the group. In other words, social relations that generate social capital for one purpose may have a high social or individual cost attached or they may not be useful and even be detrimental for another purpose. Social capital can only be judged good or bad relative to a particular purpose. Consider for example, a group of unemployed men who meet weekly for a game of cards where money is won and lost. The network may have healthy norms and values when considered as a friendship group but those same norms and values may be regarded as detrimental to its members’ financial security.  
The above discussion used money related examples to illustrate the various elements of social capital. To better place the concept of social capital in relation to personal financial literacy, it is useful to view the ways we interact with money as social practices. Traditional definitions of money that describe it as a means of payment, a standard of value, a means of exchange, a unit of account, and as a store of value (Crump, 1981, p. 10; Carew, 1988, p. 185) suggest that money requires interactions amongst people for it to have a function. In fact, money cannot stand outside social groups. Its very raison d’être is to facilitate a range of exchanges among people. For money to be able to be used in these ways, people participating in the particular money economy require a range of agreed upon norms including rules and regulations, common values and most importantly, trust. It seems that social capital is necessary for financial capital to circulate.
Money management as social practices 
The complexity of money and its uses, including personal use, has been of interest to consumers, intellectuals, theologians, money lenders, and to the “haves” and the “have nots” for centuries. One hundred years ago, Georg Simmel, a German sociologist, who continues to be read today wrote two books, the Philosophy of Money (1907) and Sociology (Wolff, 1950). He wrote of the challenges that a money economy brings to the way people interact with one another.  On the one hand, money rationalises society, mathematises it, or in his words, it aims to “transform [it] into an arithmetic problem” (Wolff, 1950, p. 412). Money, according to Simmel, depersonalises social interaction introducing abstractness and anonymity. On the other hand, he notes that a money economy requires an enormous amount of trust, on a far larger scale than what was required when say, bartering was the means of exchange. His observations are as true today as they were 100 years ago.
The personal financial management demands made of individuals in the 21st century however are far more complex than those of even 30 years ago, let alone 100 years ago. The institutions, markets, services, financial instruments, and products created by an increasingly sophisticated financial system and supported by an equally increasingly sophisticated information technology are a long way along the evolutionary development of money from when it only existed in physical forms.  The recent OECD report (2005) on financial education notes that “financial market developments and demographic, economic and policy changes” (p. 27) are demanding more sophisticated financial literacy  of people in order to manage their own personal finances effectively. 
The report identifies the increase in number and complexity of financial products available about which consumers need to make decisions. The range of products available for investing, borrowing and protecting income is bigger than ever before.  Also important in Australia are the financial considerations around personal planning for retirement e.g., superannuation. Government policies are regularly changing in response to a more accurate assessment of  the consequences of decreased birth rates, increased longevity and the prospect of the large contingent of baby boomers (people born postwar to the early 1960s) entering retirement. 
In addition to the economic functions we have vested in money, and which are complex enough, we also attribute other social meanings to money as well as cultural meanings. The research disciplines of psychology, sociology and anthropology have contributed to an understanding of the social and cultural meanings that people vest in money and the impact of such meanings on how they manage money (e.g., see Belk & Wallendorf, 1990, Wilson, 1999, Zelizer, 1994). Parry and Bloch (1989) describe the more dominant traditions present in Western society to do with attitudes about money. One tradition originating with Aristotle, later developed by Aquinas in the Middle Ages, and then further developed by Marx, generally condemns the accumulation of money, and any activities whereby money is used to make money. In contrast, Adam Smith, the eighteenth century political economist, represents the view that the pursuit of money is a positive and productive endeavour for both the individual and the community. He believed that the “happiness and prosperity of society was founded on the individual pursuit of monetary self-gain” (Parry & Bloch, 1989, p. 3). Both worldviews continue to coexist today in everyday personal financial decision making processes. 
The social and cultural values that we attribute to money not all lead to effective use of money. In very concrete terms, the recent AC Nielsen and ANZ report (2005) Understanding Personal debt & financial difficulty in Australia identified reasons for people experiencing difficulties in managing their finance. Approximately 160 people were interviewed individually, in pairs or in groups. Two sets of contributing factors were lack of financial skills and knowledge (true for a minority) and circumstances beyond the person’s control (a predominant factor). A third set, also identified as a predominant factor, was described as “unhealthy ways of thinking” about money.  
Included amongst the “unhealthy ways of thinking” were attitudes and beliefs that produced financial disengagement or that resulted in preferences for “living for today” at a price to be paid for some time in the future. Also identified amongst the detrimental ways of thinking about money were two that had to do with the need for social belonging. The first was described as the need for “social connection” where people felt they had to spend money in order to feel connected to the mainstream of human life. The second was described as “aspirational” i.e., “keeping up with the Joneses” where again people spent money they did not afford but in this case, it was to win the approval of others. 
The AC Nielsen and ANZ report also identified barriers to acquiring financial knowledge. Amongst these, is what was described as a “lack of financial self-identity” (2005, p. 25). This was related to a mathematics ability perceived to be inadequate by the interviewees but also to the desire to see themselves as being “hopeless with money” or at the very least, disengaged from money management.
The report also identified factors that influenced the ways in which the interviewees dealt with money. Amongst both the influences that predisposed people to behave in a particular way and the influences that encouraged particular ways of thinking, social networks were significant. Family of origin played an important role as did social groups to which the interviewees desired to belong. For example, the values and norms of some social groups normalised disengagement with financial matters while those of other groups required spending in high cost activities such as dining out, shopping, drinking and partying which resulted in some people spending money that they did not have. 
This short discussion shows that interacting with money is a social practice conducted with other people, and whether it be spending, saving or borrowing it is more than just a technical exercise. It involves a range of knowledges and skills and also attitudes and beliefs not only about money but also about how we perceive ourselves with respect to money.
About Mary
An insight into the interplay between the identity and knowledge related resources that are brought to financial literacy is offered in an excerpt from an interview transcript and reproduced below. It is from a study that investigated how the mathematics in financial planning is used to communicate particular social and cultural meanings about money (Balatti, 1996). The interviewee, Mary, was requested to read an advertisement before answering some questions posed by the researcher. The interviewee at the time was a 45 year old female, a full time student, recently separated, and with an adult child. Her working life over the previous 15 years had been a series of mainly casual jobs. She was working part time while studying. 

The advertisement, produced by a very large managed funds manager at the time, was from a newspaper and it was advertising a monthly savings plan product that required an outlay of a once only payment of $1000 and then $100 per month – information that came at the very end of the advertisement. The advertisement consisted of three columns of text – a total of approximately 700 words. The second column, the centre of the advertisement, was almost all taken up by a table illustrating the compound interest effect on savings by comparing two scenarios that differed in terms of when the savings began. The advertisement began with the title “This is perhaps the most infuriating ad you will ever read. Unless you are 21.” The actual product was named in the second last paragraph of the advertisement.
Mary: Is this an ad? This is making me feel sick – it’s too late for me. 
(Reads the advertisement)

Jo: What feelings are you left with after reading the ad?

Mary: It’s trying to sell me something – trying to make me invest in something. It’s also manipulating me emotionally.

Jo: In what ways?

Mary: It’s saying to me that I’ve left it too late off my own bat – that I would have missed the boat but for them. I feel a bit exasperated. I would not probably have read it.

Jo: Why?

Mary: Because it’s an ad. I’ve never had enough spare cash – it’s always been frittered away on me. This isn’t the kind of ad for the likes of me.
……………….
Jo: Why do you think they’ve put the table in it?

Mary: Probably because it makes it look scientific.

Jo: Do you think you understood the maths in it?

Mary: No, not at all. What I call maths – %, p.a., indexed. 

Jo: You said a little while back that you’d have to be sure it wouldn’t dive. What made you feel that it could dive? 

Mary: I saw the pyramid symbol. Pyramids remind me of pyramid selling – it’s suspicious. Why did they use the pyramid? (Logo included a triangle.)

Evident in Mary’s response are the identity resources that she brings to this text. In effect, they exclude her from accessing a potentially useful product that will be taken up by other people. She has storied herself as a person for whom these sorts of products are not for the likes of her. 
Mary’s response is also marked by a lack of trust, a key element of social capital. She distrusts the very genre of the advertisement, at least when used to advertise money related topics. She distrusts the company because she misreads the logo as a pyramid which she associates with pyramid selling. Not understanding the mathematics also fuels the mistrust. The lack of trust is not the concern here; rather it is the factors that are causing the distrust.
In conclusion, Mary, at least at this point in her life, does not construct herself as belonging to the group of people who have or can afford to aspire to financial security. As a result she may not able to access the resources (knowledge, values, beliefs) that could enhance her financial literacy and possibly her financial wellbeing. 
The brief discussion above suggests that our interactions with money can be very complex. The financial literacy that we bring to them comprises not only technical knowledge, but also values and beliefs about money and about ourselves with respect to money. As Krueger (1986, p.3) a social psychologist, states:
Money is probably the most emotionally meaningful object in contemporary life; only food and sex are its close competitors as common carriers of such strong and diverse feelings, significances, and strivings. 

Definition of financial literacy

In contrast to the complexity evident in how financial literacy is practised in real life, the main definitions of financial literacy currently being used in Australia, the UK and the USA appear to be very simple. In Australia, the most common definition of financial literacy has been borrowed from the UK. It is a definition adopted by amongst others, the federal government’s Financial Literacy Foundation, the Australian Securities & Investments Commission and some major banks. It describes financial literacy as the “the ability to make informed judgments and to take effective decisions regarding the use and management of money” (Noctor et al, 1992).
The definition is unpacked in the ANZ financial literacy framework (Roy Morgan Research, 2003) in terms of the skills and areas of knowledge required in order to be financially literate. It identifies four areas of competence, namely, mathematical literacy, financial understanding, financial competence and financial responsibility. Almost all of each area is elaborated in terms of the skills, understandings and abilities required. Also included in the framework is reference to “attitudes” and “confidence” in the items below:
Attitudes to spending money and saving (financial competence);
Confidence to access assistance when things go wrong (financial responsibility).

A fuller definition of financial literacy is used by Vitt et al (2005, p. 7) in a comprehensive overview of progress made in financial education programs in the United States in the five years to 2005. It reads:

Personal financial literacy is the ability to read, analyze, manage and write 

about the personal financial conditions that affect material well being. It 

includes the ability to discern financial choices, discuss money and financial 

issues without (or despite) discomfort, plan for the future, and respond 

competently to life events that affect everyday financial decisions, including

events in the general economy. 

Vitt et al’s definition hints at the presence of social and cultural meanings associated with money and also at how the practice of personal financial literacy is enmeshed in contexts as broad as the general economy. Both definitions, however, are written in terms of “abilities” only with no sense that these abilities need to be activated for financial literacy to be practised. Financial literacy only exists when practised and it can only be practised in social contexts. 
In the interests of keeping the definition succinct but at the same time capturing this crucial element in the nature of financial literacy, the following definition is proposed and is an adaptation of the first:

Financial literacy is exercising in real life situations the ability to make informed judgments and to take effective decisions regarding the use and management of money.
The link between social capital and financial literacy now becomes more obvious. Exercising financial literacy in real life situations requires interactions with people in networks. Doing financial literacy calls on one’s knowledge and skills resources about money, on one’s identity resources (behaviours, beliefs, feelings and knowledges) to do with money and on one’s confidence to act in particular ways. These resources are drawn on, and for that matter, produced through the networks of which we are members or have been members.
Implications for financial education 
In the recent OECD report (2005, p. 26) that evaluates progress being made in financial literacy internationally, financial education is defined as follows: 

Financial education is the process by which financial consumers/investors improve their understanding of financial products and concepts and, through information, instruction and/or objective advice, develop the skills and confidence to become more aware of financial risks and opportunities, to make informed choices, to know where to go for help, and to take other effective actions to improve their financial well-being. 
Explicit reference in the definition is made to five elements of financial literacy that are embedded in the new definition of financial literacy proposed earlier. These are understandings, skills, confidence, contacts and action. If we accept that financial literacy is done within social networks and that how we do financial literacy is dependent at least in part on having or attaining access to particular kinds of social capital, then there are implications for the design and delivery of training courses and resources. 
In addition, there is an increasing body of research to show that social capital is implicated in learning generally. Research indicates that learning outcomes are a function of the social capital that learners bring to the program or course and furthermore, that access to learning can produce additional social capital outcomes for students (e.g., Coleman, 1988; Field, 2005; Schuller et al, 2004). In the area of adult literacy, the research on the relationship between social capital and learning has shown that social capital outcomes are not incidental by products of training but a result of specific pedagogical practices aimed at increasing the impact of the learning on the socioeconomic wellbeing of the learners. (Balatti, Black & Falk, 2006). Hence for these two reasons, that is, the nature of financial literacy and the nature of learning, social capital needs to be considered in any learning experience aimed at people improving their financial literacy. 
The relevance of a social capital perspective to the design and delivery of financial education is evident in at least four aspects of the course, workshop or whatever form the education may have. These are the take-up, the retention, the learning and the application of the new learnings in practice. A research study (Black, Balatti & Falk, forthcoming) funded by the National Centre for Vocational Education and Research is investigating specific ways in which deliverers of training in financial and other literacies are drawing on the concept of social capital in the planning and delivery of courses. 

The first and arguably the most obvious requirement for the learning to occur is for the learner to sign up for the course or package. The desire to enrol and the ability to access the course are in various ways dependent on how the provider promotes the course and how it is made available. In the same way that Mary, in the example above, thought that the advertisement was not for the “likes of” her, there are people who judge, rightly or wrongly, that particular financial education products are not for the likes of them. Identifying the social networks of the people most in need of financial literacy and the resources of such networks is essential to effective promotion and access provision. 
The second aspect of the design and delivery of financial education packages where social capital should be considered is the retention of the learner i.e., having the learner remain engaged with the learning experience at least for as long as the course, workshop or other resource provides opportunities for learning. Retaining interest in a course involves many factors, but an important one for adult learners is a sense that the material is relevant to them. Relevance includes feeling that they do belong or can belong to the group that courses directly or indirectly imply are the financially secure or at the very least, the financially “valid” and literate. In a current project for which the data collection process has just been completed, an unemployed and recently divorced woman in her early fifties discontinued an online financial literacy course in the very first module. When the various stages of financial maturity were defined in terms of chronological age, the people in her age bracket were categorised as being well on the way to financial security. This was not the case for her. Like Mary, she concluded that the course and all it represented was not for the likes of her. The course in this case provided a sense of exclusion. 
The third aspect in which social capital is important is the ways in which the trainer effectively draws on the existing social capital of students, and generates new social capital that will allow the learners to develop the knowledge and identity resources associated with being more financially literate. Trust building is clearly a priority. A framework (Balatti, Black & Falk, 2006) that helps identify social capital outcomes in adult literacy and numeracy courses can be applied in financial education courses/workshops as a way of determining the social capital building potential of particular pedagogical practices. The framework comprises a set of indicators that help identify the ways in which learners may have changed the networks with which they interact and how they may have also changed their interaction in their existing networks.
The fourth aspect that involves social capital is the learner’s application of the new resources acquired through the intervention to doing financial literacy in real life situations. Doing financial literacy now would require the desire and confidence to deploy the new knowledge and identity resources in interactions which would have to be different from those in the past. These may involve moving away from old social networks to new ones, planning weekly budgets with family members instead of an ad hoc approach, or seeking advice from experts in the financial industry. Doing financial literacy differently could require major shifts in one’s identity, a reality that would not go un-noted by the trainer. Again, it is the pedagogical practices used in the course that will inhibit or help the learner to incorporate the learnings into a new way of doing financial literacy.
Conclusion
Almost twenty years ago, John Marshall (1989), an educator, wrote Money equals Maths, a text book about the mathematics involved with money management. Very few people today would equate money to mathematics even for the sake of a catchy title. Currently used definitions of financial literacy are more comprehensive than Marshall’s claim. Nevertheless, this paper argued that they are still too limited. 
A definition that focuses on the “exercising” of the abilities listed as financial literacy “in real life situations” signals acknowledgement of the fundamental social nature of doing financial literacy, a fact that standard definitions do not. Financial literacy is a social practice and “gets done” with other people. The knowledge and skills, the values, attitudes and beliefs we have about money, the identities we have constructed about ourselves with respect to money, and our confidence to act in particular ways with money are all strongly influenced by the social networks to which we belong and to which we have access. The social networks provide the social capital which shapes how we act out our financial literacy. 
Personal financial literacy has a social capital dimension that should not be ignored. Learning, too, has a social capital dimension that should not be ignored. If the aim of financial education, in all its forms, is to enhance people’s personal financial literacy, attention to the concept of social capital is useful in effectively promoting, designing and delivering financial education products. 
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