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Dear Sir/Madam,

Issues to be included in the work plan for the Commission on Children: The Financial
Literacy Level of Children

On behalf of the Investor Education Centre, | am delighted to see the government take the
initiative of setting up a Commission on Children to amalgamate the efforts made by relevant
bureaux/departments and children focused concern groups. We understand that the
preparatory committee is formulating the priority areas of the commission and we urge that “The
Financial Literacy Level of Children” should be an issue included in the work plan.

A low level of financial literacy contributes to ill-informed financial decisions, and these
decisions could, in turn, have adverse effects both on a person, the household they live in and
society in general (OECD/INFE, 2009; OECD, 2009a). As a result, financial literacy is now
globally recognised as an important factor in regard to social stability and development. This
is reflected in the G20 endorsement of the OECD/INFE High-level Principles on National
Strategies for Financial Education (G20, 2012; OECD/INFE, 2012).

Empirical evidence shows that young people who have had good-quality financial education
are more likely to plan ahead, save and engage in other responsible financial behaviours
(Bernheim et al., 2001; Cole et al., 2011; Lusardi, 2009; Atkinson et al. 2015; Bruhn et al. 2013;
Miller et al. 2014). Higher levels of financial literacy is also related to good debt management,
with more financially literate individuals opting for less costly debt (Gerardi et al., 2010; Lusardi
and Tufano, 2009a, 2009b; Moore et al.,, 2003). These factors can also ultimately help to
reduce government assistance aimed at helping those who have made unwise financial
decisions (or made no decision at all).

The OECD advises that "People should be educated about financial matters as early as
possible in their lives” (OECD, 2005a). Two main reasons to support this recommendation are:
focusing on children to provide them with key life skills before they start to become active
financial consumers; and the relative efficiency of providing financial education early in life
rather than attempting remedial actions in adulthood.

People form habits and behaviours from a young age, learning from their parents and others
around them. Researchers have shown how important it is to intervene early to help shape
beneficial behaviours and attitudes (Whitebread and Bingham, 2013). Cognitive development
theory and related research suggests that the elementary school years may be a window of
opportunity during which education can influence financial behaviour later in life (Collins, J.
Michael et al. , 2012). Although young children’s financial understanding is unsophisticated,
scholars suggest that elementary-school-age children can grasp basic economic concepts such
as savings, barter, scarcity, and supply and demand (Sherraden et al, 2011).
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From research the Consumer Financial Protection Bureau (CFPB) created the financial
capability developmental model (CFPB, 2016) which is an age-appropriate framework. The
model identifies three key building blocks ~ executive function, financial habits and norms, and
financial knowledge and decision-making skills. It then lays out when these three building
blocks of financial capability typically manifest, as well as how they commonly progress during
three developmental stages — early childhood, middle childhood, and from the teen years into
young adulthood. It is important to view the building blocks of financial capability as ideal
windows of opportunity to learn key skills at different stages of their childhood. From this, it is
clear that starting financial education early has important benefits for young people.

To progress the financial literacy level within a jurisdiction, the OECD stresses the importance
of public authorities “including ministries (and in particular the Ministries of Finance and
Education), the Central Bank, the financial regulator(s) and supervisor(s), as well as other
public national, regional and local authorities” (OECD/INFE, 2012).

A Commission on Children in Hong Kong would be able to integrate and rationalise children-
related policies and initiatives under different bureaux/departments and with advisory bodies
that can affect financial literacy. This could involve bodies such as the Financial Services and
the Treasury Bureau, Education Bureau (which has already taken several steps to enhance
financial education in HK schools), Labour and Welfare Bureau, Social Welfare Department,
Food and Health Bureau, Department of Health, Home Affairs Bureau, Home Affairs
Department, Family Council, Committee on Home-School Co-operation etc. Overseas, similar
bodies have contributed to financial literacy in their own jurisdiction. Specifically, the
commission could advocate the integration of financial education into welfare, adolescent,
poverty alleviation and family programmes.

We strongly support the establishment of the Commission on Children and again wish to urge
that “The Financial Literacy Level of Children” be placed and an important issue and included
in the work plan of the proposed commission.

1 Established in 2012 and supported by the Education Bureau and all four financial regulators, the Investor
Education Centre (IEC) is an organisation dedicated to improving financial literacy in Hong Kong. In April
2016, the IEC launched an independent and impartial financial education platform, The Chin Family, with
free information, educational resources and tools to help people in Hong Kong plan and manage their
finances. For more information regarding IEC please visit www.thechinfamily.com
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