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H
ow did you spend your $900 stimulus 
payment? Did you bank it, splurge it, spend 
it on the mortgage or shove it in the pokies?

As the cheques rolled in to households 
across Australia, families weighed up their priorities, 
examined their finances and made choices good and bad 
on what to do with their unexpected windfall.

But alongside the big question, of whether the 
stimulus payments will revive the economy as hoped, 
was another question prompted by the package and the 
economic crisis that provoked it: are Australians getting 
the financial advice they need?

As unemployment rises and housing repossessions 
increase, do families have the financial literacy to avoid 
getting themselves deeper into difficulty and juggling 
dwindling finances? Could some of these outcomes have 
been avoided with a better understanding of how to 
handle money?

And who should be stepping to the plate to give them 
that advice?

These were questions that occupied the House 
of Representatives as MPs debated financial literacy 
and exchanged experiences of the desperate thirst for 
information and help they were seeing among their 
constituents.

Jason Clare (Member for Blaxland, NSW) raised 
the issue with a motion in the House calling on banks 
and other financial institutions to act as responsible 
corporate citizens and improve their counselling and 
financial literacy programs.

Blaxland is in the front line of the downturn, with 
unemployment 50 per cent above the Australian average 
and rising, and Bankstown Centrelink the most heavily 
patronised office in New South Wales.

“We have seen house prices fall by 16 per cent, we 
have seen the number of home repossessions go through 
the roof and we have seen rents skyrocket,” Mr Clare 
told the House. But he feared worse was to come.

Jason Clare is one of a number of MPs who have 
taken a hands-on approach to the issue. Last year, he 
started holding “housing stress information nights”, 
bringing together organisations such as Legal Aid and 
the Consumer Credit Legal Centre to give people advice 
on coping with their mortgages.

This year he is widening the scope of these sessions 
to cover the general household budget.

“I know there is a need for something like this 
because last month I put together a free home budget 
kit and I put some information about it in the local 
newspaper,” he told the House. “In two days we had 
231 phone calls to the electorate office from people 
asking for a copy of the kit.”

Getting the right 
advice is a key to 
surviving the financial 
crisis and making the 
most of the recovery 
when it comes. Story: 
Nic Barnard

Banks should be lending staff to charities and non-

governmental organisations to provide financial advice on the 

ground, “a little bit like the way big law firms offer pro bono 

services to community legal centres”.
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Meanwhile, a counselling service next to his office has a 
two-week waiting list for appointments.

Mr Clare would like to see government organisations 
such as Centrelink do more, particularly in the area of home 
budget and financial advice. And beyond that, he also wants 
the private sector to give a bigger helping hand. 

“All banks have corporate social responsibility plans,” 
he said, “and, in these tough times, I think they should 
be focusing these corporate social responsibility plans on 
financial literacy and financial counselling … on giving 
people the information, the advice and the skills that they 
need to get through these tough times ahead.”

Banks should be lending staff to charities and non-
governmental organisations to provide financial advice on the 
ground, “a little bit like the way big law firms offer pro bono 
services to community legal centres”.

Better still, they could fund positions in organisations 
such as the Smith Family, the Salvation Army, St Vincent de 
Paul “or the organisation next door to my electorate office, 
Creating Links”.

Amanda Rishworth (Member for Kingston, SA) painted 
a similar picture of the desperate hunger for advice among her 
voters, with the financial counselling service run by Uniting 
Care Wesley Adelaide turning 100 people away every week.

Taking a lead from Jason Clare, she has run her own debt 
relief event, with panels made up of local charities, financial 
advisers, Legal Aid, Centrelink and others. They provided 
general information but also specific advice to individuals.

“I know that, while some people were a little embarrassed 
about asking questions in front of a whole lot of people, 

they did take the opportunity to ask questions in private,”  
Ms Rishworth said.

“What we all learnt that night was not just how important 
it is to get help but also how important it is for families facing 
these problems to take action early … (and) stay in touch 
regularly with their creditors.”

But she said it should not be left to charities and NGOs 
to do this work. “Banks do need to stand up and take some 
responsibility and to utilise … their expertise in this area. 
Australian banks have a unique opportunity to help hard-
hit working families by providing additional support for 
financial literacy and financial counselling.”

Financial literacy is not a new concept, and indeed the 
Howard government was already taking steps to make it more 
widely available when it was in office. It set up a task force in 
2004 to develop a national strategy to improve consumer and 
financial literacy among the public.

The outcome was the creation of a Financial Literacy 
Foundation, which has helped develop a curriculum for 
schools in conjunction with the states and territories, as well 
as building financial literacy modules into apprenticeships 
and TAFE courses.

Stuart Robert (Member for Fadden, Qld) reminded MPs 
of this when he spoke up in support of Mr Clare’s motion. 
The foundation also set up the government’s Understanding 
Money website.

“It provides a national focus for financial literacy; 
builds the capacity of all Australians to better understand 
and manage financial risk and take advantage of increased 
competition; raises awareness of financial literacy and its 
benefits; creates opportunities for Australians of all ages to 
learn more about money; and provides practical support to 
educators and trainers to improve the availability of quality 
financial literacy education,” he said.

The private sector is already a partner with the government 
in developing and providing resources for the site.

The foundation is now part of the Australian Securities 
and Investments Commission, although Mr Robert raised 
concerns about slow progress in defining a role for it in 
ASIC’s overall education program.

ASIC’s role in promoting financial literacy was set out 
last year. The commission has been charged with developing 
a long-term strategy, including maintaining a “national 
financial literacy hub” which will spread good practice and 
share resources and research.

In particular, it is implementing a program to give 
teachers the resources and training to teach financial literacy 
from kindergarten to year 10, making it part of the core 

Needing direction: 
MPs have been inundated by 
people looking for financial help. 
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“Financial literacy is crucial to 
minimising the harm done by 
investment scheme collapses.”
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curriculum in a range of subjects from English and maths to 
citizenship and civics lessons.

“The Professional Learning Package will help young 
people to develop one of the most important life skills they 
can learn – how to manage their money,” the Minister for 
Superannuation and Corporate Law, Senator Nick Sherry 
said of the program last year. 

“They will learn about budgeting, saving, debt and credit 
cards, and building on their superannuation for the long-
term. They will also get a head start in developing responsible, 
ethical and sustainable consumption patterns.

“By reaching consumers before they are old enough to 
sign a contract, or have their own credit card, we have an 

“More often than not, financial  
literacy comes down to a matter 
of trust. Do you trust what’s being 
explained to you?”

unprecedented opportunity … to instill responsible attitudes 
towards money.”

ASIC’s performance in promoting financial literacy has 
come under scrutiny from federal parliament’s Corporations 
and Financial Services Committee.

The committee’s recently tabled oversight report on 
ASIC urged the body – not for the first time – to do more 
to educate citizens through the media about the dangers of 
investment and “risky credit products”.

Tabling the report in February this year, committee chair 
Bernie Ripoll (Member for Oxley, Qld) told parliament: 
“Financial literacy is crucial to minimising the harm done 
by investment scheme collapses and other financial products 
likely to cause financial hardship.”

He added: “It is also essential that people who invest in 
Australian financial products understand the rules by which 
ASIC can apply pressure to organisations and financial 
institutions.”

That said, Mr Ripoll sounded a note of caution on 
financial literacy as the committee prepared for hearings on 
its next inquiry, into financial products and services. “It’s 
important but it’s not a panacea,” he said.

Mr Ripoll pointed to the recent collapse of Storm Financial 
Limited, noting that sophisticated, experienced investors and 
financially illiterate novices alike lost their shirts.

“The bigger question, and one thing I’ll be hoping to 
find out in the current inquiry, is the role advisors play in 
providing information to their clients.”

Clients usually face a take-it-or-leave-it choice, he said. 
Presented with a 150-page contract for a mortgage or 
investment, they are entitled to read it and query any line 
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they like; but rarely will they be able to change a word of it. 
“People sign or they don’t get the money,” Mr Ripoll said.

“More often than not, financial literacy comes down to a 
matter of trust. Do you trust what’s being explained to you? 
Normally what people will do is ask their advisor, ‘Is this a 
standard form; is it what everybody gets?’

“Where it all comes unstuck is where people ask 
questions of their advisor or broker… and they say it’s all 
OK, the markets are strong and going up and we’ve got 
everything under control.”

Nevertheless, Mr Ripoll agreed it’s important to foster a 
wider understanding of the basics of finance.

“I don’t want to put any more pressure on our young 
students in terms of their curriculum but it certainly helps 
if in terms of maths or economics they have some financial 
literacy. It’s great to have a base. 

“You have to understand the basics [such as] compound 
interest versus ordinary interest. It’s not possible for 
investments to return 15 per cent year on year forever – one 
day it may collapse, and if it does do you stand to lose 100 per 
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cent of it or 200 per cent. Some people will lose 200 per cent 
because they were geared – [they need] to understand the 
concepts of being geared where you lose more than everything. 

“A very basic understanding is more important than an 
in-depth understanding.”

Back in the House, there is cross-party agreement on 
the need for that “basic understanding” in an economic 
landscape marked by turbulence and unpredictability.

Indeed, while the current crunch is sparking the rush of 
clients seeking advice from organisations such as Blaxland’s 

Creating Links and Adelaide’s Uniting Care Wesley office, 
it’s the recovery that could spell financial disaster for others.

The housing market is deeply implicated in both the 
causes of the global recession and the recovery. Subprime 
loans and 105 per cent mortgages were among the sources of 
bad debt which led to the financial crisis.

But with the housing market falling and fearful families 
holding onto their money, interest rate cuts have been a 
key tool in getting the economy moving again. First-time 
homebuyers’ grants underline the importance placed by 
governments in keeping the housing market buoyant.

Luke Hartsuyker (Member for Cowper, NSW) pointed 
out the risks as the House debated Jason Clare’s motion.

“When the economic cycle turns – as it inevitably will 
– we will see rising interest rates again, and that will call 
into question the ability of many borrowers to make the 
repayments which they will be committed to,” he said.

The subprime crisis in the US was predicated on lending 
to people without “the financial skills to assess the situation 
in which they were going to find themselves”.

“Having proper financial education in schools, perhaps 
at TAFE colleges and in higher education, would give people 
the skills they need to operate in a financial world that is far 
more complex than it once was.”

In good times and bad, it seems, financial literacy is a 
skill none of us can afford to be without. •

For more information on the Corporations and Financial Services 
Committee, including its current inquiry into financial products 
and services, visit www.aph.gov.au/senate/committee/
corporations_ctte or email corporations.joint@aph.gov.au or 
phone (02) 6277 3583.
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