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“Financial literacy is the confluence of financial, credit and debt management and the knowledge
that is necessary to make financially responsible decisions — decisions that are integral to our
everyday lives.” (Zucchi, 2019). Lack of financial literacy is one of the most critical problems for
both regular citizens and governments. With changes in the labour markets leading to divergence
in wages between employees and the emergence of financial technology, individuals are more
than ever responsible for their finances. These changes are coupled with increasing complexity in
financial products such as student loans, mortgages, credit cards, mutual funds and annuities
(Lusardi, 2019, p. 1). For example, employer-sponsored defined benefit (DB) pension plans are
being replaced by defined contribution (DC) plans, which entirely shifts the responsibility for
retirement saving and investing from employers to employees (Lusardi, 2019, p. 1).

The bad news is, individuals are not doing well at all on managing their finances. “Canadians
now collectively owe $2,110.3-billion — including $620.7-billion in consumer credit (such as
credit card debt and personal loans) and $1,384.2-billion in mortgage debt. That works out to an
unprecedented $1.71 of debt for every dollar of disposable income.” (Globe and Mail, 2017).
This massive amount of debt is even threatening individuals’ health: “[...] economic insecurity
even causes physical pain, reduces pain tolerance and predicts the use of over-the-counter
painkillers. The stress of money problems can also affect the health of our relationships; a 2014
poll by the Bank of Montreal found that fighting about money was the top reason Canadians
would seek a divorce.” (Globe and Mail, 2017).

Consequently, the governments will have to spend a large portion of their budget to save their
citizens’ lives. Social welfare systems, student debts and fraud protections are some of the
primary sources of Canada’s deficit. As an example, “Canadians lost an estimated $290-million
to fraud between 2014 and 2016, with cons occurring by telephone, email, social media and in
person”_(Globe and Mail, 2017).

The government can save millions of dollars by spending money on educating individuals on
financial literacy to prevent these problems from occurring in the first place. For example, one



essential part of financial literacy is finding out how to protect personal information (Globe and
Mail, 2017) and the government can provide the basic training to different kinds of scams and
techniques to not fall for them to avoid the costs of investing the scams and preventing the
nations’ money to get out of the country and into the wrong hands.

“Overall, financial literacy affects everything from day-to-day to long-term financial decisions,
and this has implications for both individuals and society. Low levels of financial literacy across
countries are correlated with ineffective spending and financial planning, and expensive
borrowing and debt management.” (Lusardi, 2019, p. 6).

The main challenge with providing a good financial literacy education is that “finance is non-
intuitive to the human brain. Research has shown that people consistently fail to grasp the impact
of compound interest or ongoing expenses on their well-being.” (Soman, 2017).

So we have to start the financial lessons from a young age. “The Organization for Economic Co-
operation and Development (OECD) runs a program called the Program for International Student
Assessment (PISA). Since 2012, this program added financial literacy to its assessment of math,
science and reading in 15 countries (including seven Canadian provinces). [...] Results from
PISA show that teaching financial capabilities in schools does have a significant and positive
impact on financial decision-making by 15 year olds.” (Soman, 2017).

However, the problem with these programs is that they focus mainly on teaching appropriate
financial behaviour and rule of thumbs and students do not fully grasp the theoretical knowledge
of financial literacy (Soman, 2017). This prevents them from making their own decisions on
financial problems which are a little more complex than the ones they have encountered before.

| am a domestic university student in Ontario and have a sister who is attending high school in
Ontario. | try my best to introduce her to basic financial literacy concepts but we both see the
lack of educational resources at our disposal. Fortunately, The Ministry of Education of Ontario
has plans to introduce new financial literacy courses for K12 students in 2020 (Loriggio, 2019)
but more has to be done and other provinces in Canada are thinking of them: “British Columbia
stands out: A new curriculum includes mandatory financial literacy instruction within math
courses at every grade level, beginning in kindergarten.” (Soman, 2017). The purpose of final
recommendation report is for the Ministry of Education to review the report and the proposed
solutions and budget for the research accordingly.

In writing this memo, I have researched dozens of articles, journals, magazines and web-based
sources. | used tools such as Google Scholar to find scholarly and credible sources. I have chosen
the three most relevant sources to my research by narrowing my focus on sources emphasizing
on consequences of financial illiteracy and/or the different methods of financial education and
their impact on financial literacy.

Sincerely,
Omid Moaddab
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