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WESTERN MICHIGAN UNIVERSITY

Financial Literacy
The Argument for Required Coursework regarding
Personal Finance in Schools
Maclain Canfield

The goal of this paper is to argue the need for a personal finance course in high schools and universities
by demonstrating the benefits of financial literacy as well as discussing the effectiveness of classwork in
promoting financial literacy and positive financial behaviors. This paper will address these topics by
synthesizing available research and statistics, as well as anecdotal examples from my experience working
at a financial advisory firm. This paper will lay a foundation for further research into the effectiveness of
mandated personal finance courses and demonstrate a need for personal finance education in America.
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Introduction
Financial literacy is one of the most important skills for adults to possess, and therefore
personal finance should be required education. Being financially literate provides individuals with
the knowledge needed to make financially prudent decisions that substantially impact their lives
(Kenton, 2019; Lusardi, 2008; Zucchi, 2018). However, only fifty-seven percent of adults in the
United States are financially literate (Klapper, Lusardi, & Oudheusden, 2015).
Although financial literacy provides lifelong benefits, basic personal finance is seldom
taught in schools (Council for Economic Education, 2018; NPR, 2019). Research shows that
students are more financially literate where financial education in high school is required
(Tennyson & Nguyen, 2001), yet only 17 states require high school students to take a personal
finance course prior to graduating (Council for Economic Education, 2018). The lack of financial
literacy amongst Americans has long-lasting negative repercussions on their financial, physical
and mental health (American Psychological Association, 2017; Desjardins, 2018; Lusardi &
Tufano, 2009; Sweet, Nandi, Adam, & McDade, 2013). While the negative effects of a lack of
financial literacy persist, a growing amount of research indicates that financial education can
meaningfully impact the financial behaviors that are causing these effects. For example, required
personal finance courses in high schools have been shown to lead to greater wealth accumulation
in adulthood in addition to better overall financial behaviors (Bernheim, Garrett, & Maki, 2001).
In addition to courses, different methods of delivery, such as applications available on
phones and computers, allow for an increasing number of individuals to access financial
knowledge which has historically been difficult to obtain (Collins, Gjertson, & O'Rourke, 2016).
While many different methods of educating individuals on personal finance topics exist, there is
only one option that ensures the majority of individuals will be exposed to this knowledge prior to
adulthood; teaching personal finance in high schools.
In the following sections, I will first argue for a mandatory personal finance course by
discussing the research-backed benefits of financial literacy and the effects that financial literacy
has on financial behaviors. Following that, I will discuss several financial topics that could be
covered in a personal finance course and demonstrate the need for education in these areas by
citing various statistics. Lastly, I will argue that requiring a personal finance course in schools is
the most effective method of rapidly increasing financial literacy by citing research that
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demonstrates both the benefits of coursework and scenarios as they pertain to effective financial
literacy learning. Throughout many of these sections, I will also include my own experiences, both
professionally as a financial assistant at a financial advisory firm and as a finance student, as
anecdotal evidence to supplement the published research.
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Benefits of Financial Literacy
Financial literacy can substantially improve an individual’s quality of life by giving them
the knowledge to thrive in the financial aspects of life. The benefits of financial literacy are
exhibited through its impact on financial behaviors (Robb & Woodyard, 2011). Those who are
more financially literate are more likely to plan for retirement (Lusardi & Mitchell, 2006a; 2011),
less likely to choose mutual funds with higher fees (Hastings & Tejada-Ashton, 2008; Muller &
Weber, 2008) more likely to invest in the stock market (van Rooij, Lusardi, & Alessie, 2011),
diversify their portfolios (Abreau & Mendes, 2010) and do so profitably (Clark, Lusardi, &
Mitchell, 2014).
Because of these positive effects on behaviors, research has shown that being financially
literate leads to reduced stress (Northwestern Mutual, 2018; Taft, Hosein, Mehrizi, & Roshan,
2013), increases in wealth (Behrman, Mitchell, Soo, & Bravo, 2012; Lusardi, Michaud, &
Mitchell, 2013; Lusardi & Mitchell, 2006b; van Rooij et al., 2011), and increases in overall
happiness (Netemeyer, Warmath, Fernandes, & Lynch, 2018; Stone, Wier, & Bryant, 2007). These
results are augmented by the age at which individuals become financially literate. For example,
many financial habits have been shown to start developing in children between the ages of five
and ten, and continue to develop throughout adolescence (Financial Literacy and Education
Commission, 2016; Smith, Echelbarger, Gelman, & Rick, 2017). By gaining financial knowledge
in high school or college, individuals can create positive habits towards financial behaviors such
as budgeting and investing (Whitebread & Bingham, 2013) in addition to mitigating their
susceptibility to poor financial decisions in early adulthood (Moffitt et al., 2011) such as taking
out excessive student loans or ineffective use of credit card debt.
When considering the benefits of financial literacy, it is a disservice to many students that
they are not systematically given the opportunity to learn it. The lack of formal education regarding
personal finance in many states costs these students the opportunity to learn valuable knowledge
and skills that they could potentially utilize throughout their lives.
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Financial Topics to Address
Personal finance is a field that involves many different topics (Tennyson & Nguyen, 2001;
Volpe, Chen, & Liu, 2006) and deciding what lessons to teach can be difficult for instructors.
Research has shown that the most effective way to educate students about areas of personal finance
is by keeping the curriculum relevant to the students learning it (Corporation for National &
Community Service, 2019). Furthermore, keeping the financial curriculum relevant to the learners
has been shown to create meaningful differences in their financial behavior and outcomes
(Carpena, Cole, Shapiro, & Zia, 2016). I’ve experienced this firsthand while working with family,
friends, and clients, as many of them were much more apt to learn financial topics brought up
during discussions if they found them relevant to their current needs.
Because it is likely that students will gravitate towards topics they see impacting them now
and in the immediate future, there is some expectation that general subjects will emerge in these
courses (Tallman, 2016). In my experience with family, friends, and clients, I’ve found that
income, expenses, budgeting, debt and investing are the areas wherein interest is consistently high.
Research has shown that basic knowledge of these subjects can serve as a foundation for additional
financial knowledge and advanced inquiries into more specialized topics (Financial Literacy and
Education Commission, 2016).
For example, a close friend of mine who had just started her first full-time position
following college wanted to understand why she would invest in a 401k plan. After discussing
how a 401K was a tax-advantaged method of saving for retirement, the conversation shifted
towards her take-home pay and budgeting. While working on her budget, we naturally addressed
the topic of her student loan payments and how to pay them off proactively. Other subsequent
conversations occurred regarding market returns, compound interest, asset allocations, and
investment time horizon.
In this case, our discussion began around the basics of a 401k plan and developed into a
lesson on numerous financial topics of varying complexity. From a knowledge standpoint, my
friend not only became informed about how to make a decision regarding whether to invest in her
401k plan but also gained a knowledge that she has been able to use in other financial aspects of
her life. This experience lends anecdotal credence to the idea that providing education on a wide
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range of topics and naturally progressing the focus of the discussion as interest shifts is an effective
method of disseminating financial literacy.
While building a basic understanding of several financial areas is critical, it is also
important for students to develop the ability to address more complex financial issues. This need
is predicated on the consistently growing complexity of both financial products and the overall
financial marketplace. For example, banks previously offered one form of a checking account,
whereas now they have many different structures to incentivize certain spending and saving habits
(Fontinelle, 2018). In order to utilize the account most suited for their situation, individuals will
need to have an understanding of interest rates, liquidity, and accessibility that wasn’t needed when
only one option was present. The increase in complexity isn’t limited to checking accounts, as
demonstrated by the investing aspects of personal finance.
In the past, mutual funds were the investment of choice for investors seeking to gain
exposure to the stock market and were commonly sold by brokers who were heavily compensated
to sell these funds. Today, while mutual funds are still prevalent, the decline in the number of
brokers actively selling to investors has created a much greater need for the average investor to be
knowledgeable about what they are investing in.
Additionally, there are complex financial products with benefits and drawbacks that are
commonly sold to investors by brokers and insurance agents. One such product is an annuity. In
exchange for principal, the buyer of an annuity contract is given access to a lifelong stream of
income. Annuities often contain different guarantees, withdrawal rates, and riders that can
substantially affect each annuity’s suitability for the buyer. There is terminology used in variable
annuities that is not commonly utilized in other aspects of finance, such as benefit base, that are
often first explained to investors as they are being sold the product. Because investors are
commonly uneducated to both the benefits and drawbacks of each unique variable annuity until it
is being sold to them, it is easy for the broker selling the policy to overemphasize the benefits and
downplay the drawbacks of such policies in order to make the sale.
For example, a client had previously purchased a fixed annuity through an insurance agent.
This annuity contract offered the client a fixed 2.75 percent interest rate that would be applied to
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the benefit base of the contract each year. The client was however unaware of the fact that while
the benefit base on the contract was growing each year by this fixed rate, the fees associated with
the annuity contract were causing the cash value to barely grow over time. This client, after owning
the annuity for a little over two years, wanted to use the money in their annuity to buy a mutual
fund. However, because the client had recently purchased the annuity contract, it still carried a
surrender charge of ten percent on the cash value he sought to withdraw. Once again, the client
was unaware that he would be subject to a surrender charge on the money he had invested.
Combined, the slow growth in the cash value and the high surrender charge would have resulted
in the client losing money during two strong market years. Ultimately, to avoid the surrender
charge and gain access to some of the funds, the client elected to take annuity payments over the
remainder of his life and use some of these proceeds to purchase shares in a mutual fund. Because
of his lack of knowledge, this client purchased a financial product that he did not understand and
that did not fit his situation. The client stated numerous times that had he been aware of the lack
of growth and liquidity built into the annuity contract, he never would have purchased it. Overall,
this decision cost this client thousands of dollars in lost opportunity with his investments.
Situations like the one experienced by this client seem to have become more common in
the personal finance sector. The trend toward complexity in financial products is not new, but one
that has been steadily growing for some time. In 2001, Alan Greenspan, former chairman of the
Federal Reserve, remarked that there is a need for consumers to accumulate knowledge on how to
make informed financial decisions in response to the increased levels of flexibility in the financial
services available to them (Greenspan, 2001). Research supports the former chairman by finding
that in order to make prudent financial decisions in today’s complex financial marketplace,
individuals will need to possess a basic level of knowledge regarding a wide range of financial
topics (Lusardi, 2012; Taft et al., 2013).
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Income & Expenses
The ability to understand income and expenses is a key foundational aspect of financial
literacy, as it is difficult for individuals to budget, invest, or otherwise plan for a financially healthy
future without understanding the money they make and spend. Having knowledge of income and
expenses creates a foundation from which other financial knowledge can be built as it is often one
of the first financial topics that individuals are exposed to. More than half of the young adults
between the ages of 16 and 24 in America work either a part-time or full-time job (Bureau of Labor
Statistics, 2018; Child Trends, 2019). Therefore promoting financial literacy and the establishment
of healthy financial habits amongst these young individuals during the time they are first exposed
to discretionary income can greatly benefit financial behaviors (Jinhee & Swarn, 2013).
For example, as a teenager, I did not fully understand the significance of having a financial
plan or the ways in which this would impact my future spending habits. Consequently, I spent
most of the money I earned during my teenage years and have struggled with keeping my
discretionary expenses low in my early adulthood. Retrospectively, I would’ve been wellpositioned to invest most of the money I earned during those teenage years without negatively
impacting my enjoyment of those years.
My experience is indicative of a compulsion to spend rather than save amongst many young
Americans that has been demonstrated by several studies (Bachman, Staff, O'Malley, & FreedmanDoan, 2014; Charles Schwab Corporation, 2011). Reflecting on my own experience, my habits
were a manifestation of my lack of financial literacy and the habits of my friends and family I was
subconsciously emulating. To overcome this compulsion to spend, I established a budget that I
closely tracked. Establishing and maintaining a budget has historically been an effective tool for
reducing negative financial behaviors associated with income and expenses.
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Budgeting
Budgeting is a financial behavior that helps individuals and their households to understand
how much money they will make and spend in a given period. Budgeting plays a critical role in
allowing individuals and their households to establish a long-term financial plan (SchwabPomerantz, 2018). Budgeting also allows individuals to see where adjustments may need to be
made in order to reach their future financial goals (Pant, 2019). While budgeting can be a very
positive financial behavior, it is uncommon amongst Americans, as only one in three American
households utilize a budget (Jacobe, 2013).
In this regard, I’ve found through discussions with friends, family, and clients that
budgeting is almost a taboo topic to discuss. Many of these individuals are uncomfortable
restricting the amount of money they spend on a monthly basis and choose to ignore tracking them.
As a result, many of these same friends, family, and clients are exhibiting poor financial behaviors
such as overspending and underinvesting that will greatly hamper their futures if left unaddressed.
With two-thirds of American households not having a budget, many Americans face a
situation similar to that of the friends, family, and clients I’ve worked with. Consequently, a lack
of budgeting may be a contributing factor to many of the precarious and unhealthy financial habits
exhibited by many Americans. For example, seventy-eight percent of American workers live
paycheck to paycheck to make ends meet (CareerBuilder, 2017), forty-six percent of Americans
do not have any emergency funds (FINRA, 2016), and thirty-nine percent of millennials admit to
worrying at least once a week about their financial future (Fidelity, 2014). As a result of living
paycheck to paycheck, many individuals will be unable to save for unexpected expenses that
occasionally occur during life.
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Saving
The ability to save for future purchases or unexpected expenses is the result of healthy
financial behaviors such as budgeting and can lead to increased financial security. However,
research shows that the saving rate of Americans has been declining over the long-term (Federal
Reserve Bank of St. Louis, 2019). Consequently, only one in four American families are prepared
for a financial emergency, such as a loss of income, with more than six months of living expenses
saved (MassMutual, 2018). Many Americans do recognize that they should be doing more to save
(MassMutual, 2018), but there are obstacles that prevent many individuals from being able to so.
For example, being able to save is contingent on having discretionary income to set aside.
However, discretionary income varies greatly amongst different income levels. Lower income
earners are inherently going to have less discretionary income to save than their higher-earning
peers with similar spending habits. Other factors, such as having children, can also decrease
discretionary income for extended periods of time. Despite these barriers and the many others that
exist, research finds that individuals with financial knowledge who also maintain a financial plan
are much more likely to save at above-average rates (Henager-Greene & Mauldin, 2015).
Without having this knowledge or a financial plan, individuals are more susceptible to
inadequately saving for emergencies. For example, research has found that four in ten adults would
not be able to cover an unexpected $400 expense or they would need to sell an item or borrow
money to meet this financial obligation (Board of Governors of the Federal Reserve System, 2018).
Many individuals who lack sufficient savings utilize high-interest forms of debt such as credit
cards to meet their short-term needs. Therefore, Americans’ low rate of saving is likely a
contributing factor to the increasing amounts of debt in the United States.
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Debt
Debt has become a common yet critical issue for Americans. On average, Americans carry
a personal debt, exclusive of a home mortgage, of over $38,000 (Northwestern Mutual, 2018).
While this level of personal debt is high, research has demonstrated that possessing knowledge of
the mechanisms of debt, such as debt compounding, leads to reduced overall debt loads (Lusardi
& Tufano, 2009) and that financial literacy education decreased the number of negative debt
outcomes amongst young adults (Brown, Grigsby, van der Klaauw, Wen, & Zafar, 2013).
While the financial benefits of understanding debt are important, there are further benefits
to debt literacy in the way of one’s health. American adults with higher levels of debt exhibit
higher levels of stress, depression, diastolic blood pressure, and overall worse self-reported general
health than their less-indebted peers (Sweet et al., 2013).
With the health consequences associated with carrying debt, it is important to consider how
prevalent debt is. To that end, one of the most common forms of debt amongst Americans is credit
card debt. Forty-three percent of Americans frequently carry a balance on their credit cards every
month (Bricker et al., 2017), and due to the substantially high rate of interest paid on credit cards
(Comoreanu, 2019), credit card debt can quickly develop if the balance is not paid off. On average,
credit card debt has grown at six percent since 2014, and the typical U.S. adult with a credit card
carries a balance of $5,839 (Federal Reserve, 2019). While credit card debt amongst the average
American continues to grow, research has shown that financially literate individuals find
themselves in less debt due to their propensity to seek out lower-interest alternatives (Lusardi &
Tufano, 2009). Outside of credit cards, there are other forms of debt, such as student loans, that a
typical young adult might utilize in order to prepare for a career.
Seventy-one percent of all students completing a four-year degree carry student loan debt
upon graduation (The Institute for College Access & Success, 2014). In exchange for their
education, students who utilize student loans are regularly borrowing tens of thousands of dollars
(Board of Governors of the Federal Reserve System, 2017); many without the certainty of a job
following graduation. While interest rates for student loans are significantly less than those of a
credit card (U.S. Department of Education, 2019), there is often still a large amount of interest to
be paid on them as a result of their large balances and long payback periods (Board of Governors
of the Federal Reserve System, 2017; U.S. Department of Education, 2019). As such, student loans
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can significantly affect the ability of young adults to participate in the traditional goals of American
life.
The presence of student loans impacts many young adults’ ability to purchase a home, take
a vacation, rent an apartment, or continue with their education (National Association of Realtors,
2017). Furthermore, research has indicated that the presence of student loans amongst young adults
significantly reduces the rate at which they accumulate retirement assets through age thirty
(Rutledge, Sanzenbacher, & Vitagliano, 2016). In my experience, I’ve found that student loans
have both significantly reduced my friends’ ability to enjoy their lives and prepare for their
financial futures through investing.
For example, one of my friends, after obtaining his bachelor’s degree in business
administration, had student loans totaling over $90,000. His debt was to be paid over a period of
ten years at a five-percent interest rate. After graduating, he had found a job where his annual
income was nearly $40,000. As a result, my friend was extremely burdened by his monthly student
loan payments, which were greater than $950. When added up over the year, his monthly loan
payments totaled over a quarter of his annual income. As a result of this large monthly payment,
my friend has decided to not save for retirement until his student debt has been paid back. When
discussing why he decided to get so far into debt, my friend stated that it was a fact of life for many
college students to have debt and that he had never considered any other option.
Due to these potential negative effects, it is critical that high school students be
knowledgeable of the related financial, physical, and mental costs of these loans before they are
incurred. Research indicates that seventy percent of high school graduates enter college by October
of the year that they graduate from high school (National Center for Education Statistics, 2018).
Consequently, an increasing number of students are encountering overwhelming levels of student
debt. Students under the age of 30 represent both the largest number of student loan borrowers, as
well as the greatest amount of outstanding student loan debt (Federal Reserve Bank of New York,
2016). Because of the prevalence of debt amongst young adults, it will be difficult for many young
Americans to have the money to invest for their futures.
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Investing
Investing is critical to the accumulation of wealth amongst Americans. However, many
Americans do not invest (Long, 2017). Research has shown that this issue is even worse amongst
young adults, as only thirty-seven percent of American adults thirty-five or younger invest in the
stock market (Norman, 2018). By not investing, these young adults and many other Americans are
not positioning themselves to accumulate wealth and as a result, are at a significant risk of
underfunding their retirements.
To understand why investing is so impactful for wealth accumulation, it is critical for
individuals to understand how the stock market works and how it has historically generated wealth.
Over a period ranging from 1926 to 2017, the average return on both small company and large
company stocks has exceeded ten percent on average (Morningstar, 2018). Due to compounding,
an investor who held stocks and similar investments for a lengthy period would have likely seen
significant gains that far outpaced what they might have earned from bonds or money held in a
savings account.
While long-term stock returns greatly exceed the return on cash over an extended period
(Morningstar, 2018), only about fifty-two percent of American Households in 2016 owned stock
(Federal Reserve, 2017). More startling however is that young adults show a lack of confidence in
the ability of the stock market to generate returns exceeding cash over time (Tepper, 2018).
Because a significant number of young adults exhibit this belief, there is a great amount of wealth
that is not going to be utilized most effectively by otherwise capable investors.
Consequently, we can observe change in the utilization rates of tax-advantaged retirement
plans. Less than seventy-five percent of adults who are eligible to use a 401k plan contribute to it
(Bassett, Fleming, & Rodrigues, 1998; Pew Trusts, 2017). Additionally, only eighteen percent of
individuals in the United States contribute to an IRA account each year (TIAA-CREF, 2015).
While many adults do not invest in the stock market or utilize these tax-advantaged
accounts, there is an opportunity for change going forward. Research has shown that financially
literate individuals are much more likely to participate in the stock market (Lusardi & Mitchell,
2006b; van Rooij et al., 2011) and that they are far more likely to be retirement ready than their
less financially literate peers (Lusardi & Mitchell, 2009).
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Summary of Topics
The topic areas discussed above are some of the most fundamental aspects of personal
finance. While personal finance may not be taught universally in schools, students have shown a
desire to possess more financial knowledge. Sallie Mae in 2009 found that eighty-four percent of
college students said that they needed more information about financial management topics, with
sixty-four percent wishing they would have received this information in high school, and forty
percent wishing they would have received this information as college freshman (Sallie Mae, 2009).
Sallie Mae’s research is supported by a survey conducted by the Charles Schwab Corporation,
which found that eighty-six percent of teenagers would rather learn about money management in
a class prior to making a mistake in the real world, and that seventy-five percent of teenagers
include learning about budgeting, saving, and investing as one of their top priorities (Charles
Schwab Corporation, 2011).
The benefits of becoming financially literate as they pertain to the topics above are a result
of the financial behaviors it affects. Despite these benefits, there remains a great lack of knowledge
amongst American adults regarding these topics that results in many suboptimal financial
decisions. The breadth of these statistics indicates that there is substantial room for improvement.
Furthermore, these statistics indicate that financial literacy education can have positive impacts on
the financial behaviors of adults in America that are causing these adverse statistics.
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How to Address these Areas
Creating systemic change in the United States’ overall financial literacy is a significant
task and is one that starts by addressing the education of Americans. Research indicates that more
individuals learn personal finance from their parents or by teaching themselves rather than through
courses or other forms of formal education (Charles Schwab Corporation, 2011; Jinhee & Swarn,
2013).
In recent years, one of the ways through which states have begun to focus on improving
their citizens’ financial literacy is through requiring coursework in high schools. In 2002, only 4
states required a personal finance course to be taken prior to graduation; by 2016, this number had
grown to 17 states (Council for Economic Education, 2019). This growth indicates that states are
increasingly seeing a benefit to financial literacy education, and thus encouraging that more states
will continue to require a personal finance course in the coming years.
Beyond state-mandated curriculum changes in high school, numerous universities have
also begun to take proactive steps towards improving financial literacy amongst their students,
staff, and the local community. For example, Western Michigan University, in 2019, established
the Sanford Center for Financial Planning and Wellness at the Haworth College of Business, with
the goal of increasing students’ and community members’ ability to make financially prudent
decisions. Western Michigan University plans to promote financial literacy through this center by
providing one-on-one coaching, workshops, seminars, summer camps, and research to individuals
who make use of this service (Western Michigan University, 2019a). Furthermore, faculty at
Western Michigan University’s Haworth College of Business have created a tool – Cash ‘n’
Careers – that seeks to better educate individuals on the costs and benefits of investing in a college
education and assist in making the decision to pursue a college degree (Ross & DeMello, personal
communication, 2017).
While both the Sanford Center for Financial Planning and Wellness and the Cash ‘n’
Careers tool will benefit individuals who seek out these resources and utilize them, they are
currently limited to that domain. In this regard, Western Michigan University is again taking action
by implementing two new courses, Personal Finance & Financial Coaching, through the WMU
Essential Studies program, which is a list of required curriculum for undergraduate students
(Western Michigan University, 2019b). While the Essential Studies program does not ultimately
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require students to take part in these particular courses, it provides students with the opportunity
to choose these topics as part of their required general education. This change will hopefully lead
to increased financial literacy and better financial outcomes for Western Michigan University
students. Per figure 1, these two courses seek to incorporate information literacy, quantitative
literacy, financial literacy, and financial planning with the Substance Abuse and Mental Health
Services Administration’s Wellness Wheel model in order to promote financial success for
students following graduation (Ross M., personal communication, 2019).

Figure 1: WMU Essential Studies: Pathway to Financial Wellness (Ross M., personal communication, 2019)

These courses will address the lack of personal finance knowledge amongst students. In
conjunction, these courses will serve to greatly enhance the financial literacy of students at
Western Michigan University, and subsequently, the financial literacy of the Kalamazoo
community.
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Courses
With prevalent internet access, Americans have never been closer to financial knowledge
should they seek to learn it. Information on various financial topics has been available online for
decades and can be found with a quick search. However, having access to personal finance
resources online has not proven to be effective at bettering the financial literacy rates of young
adults (Lusardi, Curto, & Mitchell, 2009). To ensure that many students do gain exposure to
financial knowledge and resources, the best course of action is to require students to take part in a
class on the subject while attending high school and university.
Teaching students personal finance while in school has been shown to be effective at both
raising students’ knowledge of finance and positively influencing financial behaviors. Personal
finance curriculum in high schools has been shown to significantly raise students’ exposure to
financial topics (Bernheim et al., 2001) while school-based financial education programs have
improved student’s overall financial knowledge and behaviors (Amagir, Groot, Maassen van den
Brink, & Wilschut, 2017; Danes, Huddleston-Casas, & Boyce, 1999; Walstad, Rebeck, &
MacDonald, 2010). Specifically, high-school personal finance courses have been shown to
improve students’ rate of asset accumulation post-graduation (Bell & Lerman, 2005) in addition
to increasing their credit scores and reducing delinquency rates on their credit cards (Brown,
Collins, Schmeiser, & Urban, 2014). In particular, the “Money Talks: Should I be Listening?”
curriculum, which was designed specifically for teenagers to improve financial literacy, has been
shown to help improve financial literacy and subsequently financial behaviors in high school
students at different schools (Varcoe, Martin, Devitto, & Go, 2005).
An important consideration as to why these classes are effective is the motivation for these
students to learn the material. Grading (Lekholm, 2010), as well as other incentives, are positively
linked to financial literacy acquisition amongst students enrolled in personal finance courses
(Mandell & Klein, 2007). This research indicates that students do gain financial literacy and
demonstrate better financial behaviors as a result of participating in personal finance courses.
While various methods of teaching have been proven effective in increasing financial
literacy and promoting better financial behaviors in students, there isn’t a specific curriculum
evidenced as the most effective. However, research shows that scenarios and other forms of
experiential learning can benefit students who encounter similar scenarios in their real lives
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(Amagir et al., 2017). For example, research has shown that students, when assigned the task of
creating household budgets for fictitious life situations, were subsequently better at making costbenefit tradeoff decisions in adulthood after having made these simulated decisions (Carlin &
Robinson, 2010). Some additional scenarios and topics that could be discussed with young adults
include the following bulleted items:


What would you do if you inherited $10,000 right now? -Focuses on investing, debt
repayment, and budgeting.



What is a reasonable amount of money for emergency savings? -Focuses on risk
management, credit utilization, and budgeting.



What would happen if I got fired from a job? Would I be ready? -Focuses on risk
management, budgeting, and emergency preparedness.



Where do I want to be 5 years from now? 10 years? 20 years? -Focuses on investing,
budgeting, and long-term planning.



How quickly could I pay off my debt were I to focus on it? What would be the best way to
do so? Can I get further into debt safely? -Focuses on debt management and budgeting.
These scenarios and others like them can be used to prompt lessons into a wide range of

topics. Additionally, because personal finance is a part of every person’s life, instructors can utilize
their past experiences to offer unique scenarios for each classroom in order to cater to their
student’s desire to learn a specific subject. In my experiences working with friends, family, and
clients, scenarios have been an incredibly effective tool to demonstrate financial topics. I’ve found
that it is much easier for individuals to compare end results that they can visualize, rather than
conceptualize ideas as they are presented, which lends credence to the notion that scenarios can be
effective.
Without such coursework and exposure to scenarios, many adults state that they learned
the most about personal finance from their parents (Charles Schwab Corporation, 2011; Princeton
Survey Research Associates International, 2008). Relying on parents to educate their children is
potentially tenuous as there is no guarantee that parents will be financially literate or take the time
needed to properly educate their children on these subjects. Furthermore, many parents are actually
reluctant to discuss financial matters with their children (T.Rowe Price, 2017) for various reasons.
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Without being able to rely on teachers or parents to educate them on personal finance
topics, students may try to educate themselves. However, the effectiveness of self-learning
amongst students is inadequate when compared to the effectiveness of traditional teacher-led
courses (Leddo, Boddu, Krishnamurthy, Yuan, & Chippala, 2017).
Outside of these methods, there are non-traditional courses available on-demand for
students through the internet. Such courses are not only desired by students (Varcoe, Peterson,
Swanson, & Johns, 2010), but also effective in improving financial literacy amongst students
(Lusardi et al., 2014), and in improving subsequent financial behaviors (Carlin, Jiang, & Spiller,
2014). This indicates that there are numerous effective methods by which states can increase their
students’ exposure to financial topics and ultimately improve their financial literacy.

C a n f i e l d P a g e | 20

Conclusion
Financial literacy has been an ongoing issue amongst many adults throughout the United
States. In recent years, several states have added a requirement for personal finance courses at the
high school level. While this trend is promising, the majority of states still do not require students
to take a personal finance course in high school or in college. As a result, hundreds of thousands
of students each year will progress to full-time work without having been taught financial topics
formally, and there is no guarantee that these individuals will be taught correct information by
their parents or peers. Subsequently, these financially illiterate students will be more likely to make
financial mistakes which ultimately results in them being more susceptible to financial, physical,
and mental health issues throughout their lives.
To address the lack of financial literacy in adults, several methods have been shown to be
effective. However, to address the systemic lack of financial literacy in the United States, it is
imperative that steps be taken to ensure young adults are exposed to accurate information on a
variety of financial topics. To that specific goal, courses are a proven effective method as they
allow for discussions and scenarios on a wide range of topics.
Requiring that states implement changes to their schools’ curriculum in pursuit of financial
literacy is a legislative process that can take years to accomplish. However, in 2018, twenty-nine
states brought legislation that addressed financial literacy to their respective legislative sessions
(Morton, 2018). Some of these bills were approved and put into action, while others were
summarily rejected, but there is an encouraging trend amongst numerous states to improve the
financial literacy of their citizens.
Several issues persist today with the implementation of personal finance coursework in
high schools and universities that could be overcome. Requiring specific personal finance
curriculum to be added may impose time and budget constraints on schools that they cannot afford.
Alternative methods of providing financial education to students in these situations do exist, such
as encouraging access to publicly available online resources, adapting current courses to include
personal finance topics, or encouraging community involvement with financial firms or non-profit
organizations are all viable methods for providing a personal finance education to students. How
each state decides to address financial literacy in the upcoming years remains to be seen, but based
on recent progress, there appears to be a hopeful future for financial literacy in America.
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