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Abstract 

 

In times of global economic uncertainty and in a climate of increased 

consumer responsibility for financial decisions, maintaining a financial 

environment where consumers are protected from risk and continue to have 

opportunities to create wealth should be critical for governments, business 

and administrators. A financially literate population could be part of the 

solution to avoiding crises of the past and in obtaining economic prosperity. 

The Australian Government has recognised that for those with the lowest 

levels of financial literacy, specific financial literacy programs can equip them 

with the appropriate financial skills and knowledge to ensure they can make 

well informed decisions and be less vulnerable to scams and market risks 

(Commonwealth Department of Treasury, 2006). The Australian National 

Financial Literacy Strategy outlines the importance of having sound financial 

literacy skills due to “changes in demography, and increased consumer 

responsibility for superannuation decisions and retirement incomes” 

(Australian Securities and Investments Commission, 2011, p. 4). One of the 

main aims of increasing the overall financial literacy of populations is creating 

an environment where consumers have the knowledge, skills and confidence 

to protect themselves from financial risk. However, if these programs aimed at 

increasing financial literacy are to be successful, it is imperative that all the 

critical elements of financial literacy have been considered. Furthermore, 

comprehensive and consistent frameworks for how to measure each of these 

critical elements need to be explored through academic research.  

 

This thesis argues there is a literature gap in terms of what components 

should be considered (and therefore measured) as part of financial literacy 

and specifically that taxation and to a lesser extent, superannuation have 

largely been excluded to date in both the measurement and education 

program aspects. It is argued that taxation consequences often play an 

important role in investment decisions and are often the primary reason why 

people seek assistance and advice from professionals. It is also argued that 
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making poor taxation decisions through lack of basic understanding can pose 

significant risks to a person’s overall financial position and financial decision 

making. The extent to which taxation aspects are currently incorporated in 

financial literacy measurements and programs as well as possible reasons 

they have been largely excluded to date is important to establish. If taxation 

and superannuation are not considered as important components of financial 

literacy, there could not only be risks to an individual’s financial position, but 

also significant risks to the broader economy, consumer wealth and the 

revenue base through poor financial literacy.  

 

Confidence as an important component of financial literacy is also explored in 

this thesis. This is because research suggests there is often a gap between 

people’s self-assessed level of confidence and their actual skills or knowledge 

in particular financial areas (Financial Literacy Foundation, 2007a). The 

National Financial Literacy Strategy states that “studies have shown a 

significant mismatch between what people say they know and what they do 

know” (Australian Securities and Investments Commission, 2011b, p. 15). It is 

important when measuring financial literacy of populations and when 

designing financial literacy education programs that areas where people have 

low levels of confidence as well as where there is a gap between levels of 

confidence and actual understanding are identified.  

 

Taking a grounded theory approach, these research gaps were explored 

through existing literature and qualitative focus group data in the initial stages 

of the thesis. This enabled theories (and research questions) to be developed 

and tested through a survey measuring levels of tax literacy and confidence in 

understanding tax issues in the final stage of the research.  

 

Overall, it was found that complexity of investment decisions including the 

complexity of taxation consequences and specifically the taxation of 

superannuation had been considered as part of the overall importance and 

context of financial literacy frameworks both in Australia and overseas. 

However, it was found that taxation and superannuation aspects were not 



 

iii 

specifically included in measurements of financial literacy in Australia and 

overseas. The focus group findings supported the argument for the inclusion 

of taxation and superannuation aspects in a financial literacy framework and 

found outcomes of understanding basic taxation issues closely mirrored other 

financial literacy outcomes. In measuring the levels of tax literacy in Australia, 

it was found that overall levels of tax literacy were less than those levels of 

financial literacy previously reported in the research. It was found that similar 

demographic groups were likely to have lower levels of tax literacy as those 

with lower levels of financial literacy. It was also found that higher levels of tax 

literacy were found in those groups having a greater connection to 

employment.  

 

The results of this research can make an important contribution to the 

financial literacy agenda going forward in terms of better refining the 

framework and model of financial literacy. This includes determining those 

areas and demographics which could be best targeted in the designing of 

targeted financial literacy education programs.  
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1 Chapter One - Introduction 

 

1.1 Introduction 

 

The complexity of Australia’s taxation system and taxpayer compliance are 

often researched areas both academic and professionally (Evans & Kerr, 2012; 

Evans, Ritchie, Tran-Nam, & Walpole, 1997; Evans & Tran-Nam, 2010a, 2010b; 

Lignier & Evans, 2012). In the past, research has attempted to determine 

whether complexity has an effect on the level of taxpayer compliance 

(Braithwaite, Reinhard, & Smart, 2010; McKerchar, 2002;  McKerchar, 

Hodgson, & Walpole, 2009; Sawyer, 2010). However, this thesis explores levels 

of understandings of the tax system from a financial literacy1 perspective. In 

2004, the Australian Government provided funding to establish a Consumer and 

Financial Literacy Taskforce and in 2011, as a result of initial research from this 

taskforce, the Government launched the National Financial Literacy Strategy 

(Australian Securities and Investments Commission, 2011b). This priority of 

government spending was as a result of research which suggested improving 

financial skills and providing education was central to overall economic 

prosperity and that low levels of financial literacy act as a barrier to participation 

in the financial system (Commonwealth Department of Treasury, 2006).2 It is 

argued that taxation issues have largely been excluded from financial literacy 

measurements and education programs to date both in Australia and overseas. 

The research in this thesis aims to establish that basic taxation issues should 

form part of all financial literacy frameworks or education programs. Taxation 

issues draw parallels to other more established elements of financial literacy in 

that they affect all members of society and also potentially impact on an 

individual’s overall financial position. This thesis explores financial literacy 

                                                           
1
 For the purposes of this thesis, financial literacy is defined as “the ability to make informed judgements 

and to make effective decisions regarding the use and management of money”. This definition and 

others are explored further in Chapter Two. 

2
 The research referred to in this discussion paper includes the 2011 ANZ Survey of Adult Financial 

Literacy, Financial Services Authority (FSA) Research in the United Kingdom (UK) as well as UK Treasury 

Research. 
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research in the context of the Australian taxation system and argues that 

taxation should be considered as a critical and measurable component of 

financial literacy. The final stage of the research details a survey undertaken to 

measure the level of taxation literacy in Australia. It is argued that in a similar 

manner to the complex world of finances, the complexity of the taxation system 

may be combated through taxation literacy. Unlike many other skills, taxation is 

an area which is not directly taught at any stage in the educational system 

(unless being undertaken as part of a specialised degree), yet is an area which 

will impact on each individual. It is argued that the issue of taxation literacy is an 

important concept to be explored. 

 

Australia has recently been faced with an economic climate where investors 

have had their life savings and superannuation depleted due to the global 

economic crisis, downturns and various financial collapses (Bateman et al., 

2012; Brown & Ralston, 2013; O'Loughlin, Humpel, & Kendig, 2010). It was 

evident many investors were not fully aware of the risks being taken or in some 

cases were misled by targeted marketing. As a result, financial literacy needs to 

be a critical issue for governments, those that rely on financially stable 

consumers and consumers themselves. As a specific example of the 

consequences of inappropriate financial decisions and advice, in January 2009, 

Australian financial advice firm, Storm Financial were placed into voluntary 

administration creating a media frenzy which alleged irresponsible financial 

advice, pressure sales tactics, complicated margin loan arrangements and 

stories of investors losing not only their retirement savings, but also their private 

homes (Brown & Davis, 2010; Jones, 2009). A significant aspect of the benefits 

purported to be gained from the marketed Storm Financial products were tax 

savings through deductibility of interest and other amounts. While the intricacies 

of the  Storm Financial collapse may have involved a combination of poor 

financial literacy of participants, a lack of understanding of the specific financial 

products, targeted sales tactics or even gaps in the regulation of the financial 
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services market,3 this example as well as the wider global financial crisis, 

serves to highlight the importance of investor and consumer awareness (of tax 

issues as well as broader financial consequences) of the financial transactions 

they enter into.  

 

It has been argued that “financial deregulation, and the resulting increase in 

competition, and access to financial products, has led to consumers being faced 

with a ‘bewildering’ array of financial and investment opportunities” 

(Worthington, 2006, p. 59) which are becoming increasingly more complex and 

sophisticated. Additionally, as a result of shrinking workforces and ageing 

populations, there is a global trend in western countries toward self-funded 

retirement (Kelly, 2003). This push toward self-funded retirement has also led to 

arguably complex rules and legislation surrounding superannuation in Australia. 

These trends are worrying given that surveys measuring adult financial literacy 

in Australia as well as other academic research (Worthington, 2008) suggest 

that there are certain at-risk groups which have low levels of financial literacy 

particularly in relation to financial products and superannuation. For example, 

the Australian and New Zealand Banking Group Ltd (‘ANZ’) surveys of adult 

financial literacy in Australia have consistently reported people find 

superannuation aspects more difficult than basic banking (ANZ, 2008; ANZ, 

2005b). Worthington (2008) undertook more detailed research in relation to 

findings from the ANZ survey particularly in relation to superannuation. He 

argues that knowledge of superannuation in Australia is varied with good 

understanding in some areas and poor understanding in others (Worthington, 

2008). 

 

In 2003, the Australian Government established the Consumer and Financial 

Literacy Taskforce with the aim of developing a national strategy for improving 

financial literacy. The National Financial Literacy Strategy is aimed at reducing 

poverty, increasing economic opportunity, increasing national savings and 
                                                           
3
 Which in part led to the Parliamentary Joint Committee on Corporations and Financial Services 

establishing the ‘Inquiry into financial products and services in Australia’ in 2009 (Austalian Government, 

2009). 
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creating well-informed consumers (Commonwealth Department of Treasury, 

2006). The Australian Government (along with many overseas governments 

such as the United Kingdom (‘UK’), United States (‘US’), Canada and New 

Zealand) believes improving the financial skills and education of individuals is 

the key to economic prosperity (Commonwealth Department of Treasury, 2006). 

In its literature, the Australian Government states that it is “committed to helping 

Australians save for their future and recognises that low levels of financial 

literacy act as a barrier to consumer awareness and informed participation in 

the financial system” (Commonwealth Department of Treasury, 2006, p. 1). In 

making these statements and setting up the Taskforce, the Government is 

acting upon concerning research (ANZ, 2003, 2005b, 2008; Atkinson, McKay, 

Kempson, & Collard, 2006b; Commonwealth Bank Foundation, 2006) which 

indicates some groups have particularly low levels of financial literacy and that 

specific programs can equip them with the appropriate financial skills and 

knowledge to ensure that they can make well-informed decisions and be less 

vulnerable to scams, rorts and unmanageable levels of debt (Commonwealth 

Department of Treasury, 2006).4 Financial literacy is therefore an area of 

growing importance particularly from the perspective of governments.  

 

Financial literacy research both in Australia and overseas has been ad-hoc and 

there is little academic research that focuses on what elements should form part 

of measuring a person’s level of financial literacy and which of those are most 

critical to financial success. Much of the previous research has focused on 

measuring levels of financial literacy across different demographic groups, as 

well as evaluating financial literacy education programs (Coben, Dawes, & Lee, 

2005). Worthington (2006) outlines that literature concerning financial literacy 

can usually be categorised as either explaining the levels of financial literacy in 

the population or evaluating the effectiveness of financial literacy programs. 

However, he does not identify that any research has explored what should be 

included as components of financial literacy and in fact argues that future 

                                                           
4
 The financial literacy agendas of the Australian and some overseas Governments are explored further 

in the literature review which follows this introduction. 
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research should focus on these components of financial literacy to find which 

are “most and least critical to financial success” (2006, p. 75). Kempson (2009, 

p. (ii)) argues that there is “remarkably little robust information” in the area of 

financial literacy and that because of the ad-hoc nature of the research and 

surveys already undertaken, it is quite difficult to make international 

comparisons. Marcolin and Abraham (2006, p. 9) argue that future research in 

financial literacy could focus on the components of financial literacy and 

determine which are the “most and least critical to financial success and 

sustainability”. Similarly, Worthington also outlines that future research could 

focus on how financial literacy specifically relates to individual areas such as 

superannuation (2006, p. 75) and in 2008 he published research that explored 

in detail the level of understanding of superannuation issues in Australia 

(Worthington, 2008). The initial arguments presented here show there are 

perceived gaps in financial literacy research both in Australia and overseas. To 

this end, this thesis aims to add to this body of research and make a 

contribution in terms of the measurable components of financial literacy, in 

particular taxation and superannuation issues. 

 

The payment of taxation is something that impacts on the majority of individuals 

and businesses and therefore can impact on a person or business’s overall 

financial position. This can include meeting tax liabilities on time, preparing tax 

returns accurately, claiming all available entitlements and communicating 

effectively with one’s financial or tax advisors. Kempson (2006) modeled the 

effect of certain ‘expenditure shocks’ on the UK population and found that an 

increase in fuel bills (by 40%) would have a disproportionate effect on those 

households who were already finding it difficult to make ends meet. Arguably, 

the arrival of a substantial tax bill due to being unaware of tax obligations or 

incorrectly filling in a return could have a similar impact to these expenditure 

shocks. Given that non-payment of taxation obligations can result in substantial 

(and unique) penalties as well as interest payments on overdue amounts, this is 

certainly an important issue. Therefore, if taxation issues are not considered as 

important components of financial literacy, there could be risks to an individual’s 

financial position and also significant risks to government revenue. As explored 
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in Chapter Two, the literature suggests potential risks to the economy and 

consumer wealth through poor financial literacy. 

 

The research undertaken initially takes a grounded theory approach. This 

approach aims to derive propositions from the research, rather than beginning 

with a particular prior hypotheses or assumption (Leonard & McAdam, 2001; 

Seale, 2005). Using this grounded theory approach, the research explores what 

are currently considered to be components of financial literacy and whether 

taxation and superannuation issues have been considered to any extent in 

Australia and overseas. This approach combined with data gathered through 

qualitative research helps ground a theory that measurements of financial 

literacy should include levels of understanding of taxation and superannuation 

issues. Financial literacy as a discipline is not only relatively new, but also 

complex as it draws from fields such as economics, behavioural economics, 

finance, psychology and education. The theoretical model is discussed further 

in Chapter Three. 

 

1.2 Importance of the Research 

 

This research is important because it provides an original and valuable 

contribution to the emerging financial literacy discipline. As mentioned earlier, a 

number of academics have highlighted that there are currently gaps in financial 

literacy research both in Australia and overseas. Prior research has been 

argued to be limited to either measurement of financial literacy or evaluation of 

education programs (Worthington, 2006). This research therefore provides an 

important contribution to the field as it explores further the components of 

financial literacy from an academic framework.  

 

It has been highlighted that significant government resources have already 

been directed at improving financial literacy in Australia. The extent of this 

government support both in Australia and overseas is explored further in 

Chapter Two. However, at this stage, it serves to highlight the importance of the 

research from an economic and social perspective. It is important for 
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government funded projects to be based on sound academic research and 

evidence. Therefore, the findings and conclusions from this research provides 

government, industry and future researchers with not only further academic 

research which explores the importance and components of financial literacy 

but also with a basis for including taxation and superannuation aspects as 

measured components of financial literacy.  

 

The research is also important for those currently engaged in providing financial 

literacy education programs (whether government funded or private) both in 

Australia and overseas. It provides a starting point for considering the level of 

taxation literacy required as part of a financial literacy education program which 

could then be evaluated for effect on future behavior. Again, as explored in 

Chapter Two, financial literacy education programs are currently thought to be 

relatively ad-hoc in nature and not necessarily designed through academic 

findings or supported by quantifiable evaluations. This research therefore 

makes a contribution to those providing financial literacy education programs 

through providing research which explores components of financial literacy and 

specifically levels of tax and superannuation literacy. 

 

Additionally, this research is important to the taxation discipline as it provides an 

alternative view on the issue of tax complexity. Previous research in the tax 

discipline has suggested that non-compliant behaviour was not necessarily 

intentional and that taxpayers who completed their own tax returns were the 

most likely to be unintentionally non-compliant (McKerchar, 2002, p. 284 & 

285). Yet at the same time, this research found that there was “evidence of a 

high commitment to compliance” (McKerchar, 2002, p. 289). This research 

explores whether there is a basis to argue that for many individuals, being 

unintentionally non-compliant is but one of the many challenges they face. It is 

demonstrated that there are groups within the community who lack even basic 

financial management skills. So, if these individuals are never taught the basic 

concepts of taxation, there is little wonder they may be more likely to 

unintentionally non-comply. 
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1.3 Contributions of the Research 

 

This thesis provides a contribution to the financial literacy academic literature 

through exploring the theory whether taxation and superannuation concepts 

should be included as components in measuring and teaching financial literacy. 

This theory emerges from the literature explored in Chapter Two and also the 

focus groups results discussed in Chapter Four. The research also 

demonstrates through the focus groups and the survey findings discussed in 

Chapter Five that there are certain aspects of tax and superannuation that 

together are considered as a basic level of understanding in the context of 

being financially literate. Again, these two findings make a contribution to 

financial literacy research in both the measurement and education contexts.  

 

The results also support the overall argument that financial literacy is important 

from an economic and social perspective and therefore makes a contribution for 

governments both in Australia and overseas in relation to where funding might 

best be directed. The specific findings in relation to levels of understanding of 

superannuation and particularly the tax consequences of superannuation are 

relevant to the Australian Government in the context of the push towards self-

funded retirement. 

 

The findings from the survey in relation to levels of tax literacy in Australia make 

an important contribution in both the financial literacy and tax disciplines as they 

provide new empirical data that specifically relates to tax and superannuation. 

The findings therefore make new contributions to previous financial literacy 

research in that context. In relation to confidence, the findings make a new 

contribution to financial literacy research in the context of the importance of 

confidence as an indicator of overall financial literacy.  

 

The findings of the focus groups and the survey also make a contribution to the 

tax discipline as they explore understandings of the tax system, its complexities 

and its impact on personal financial decision making from a new perspective. 

Specifically, the empirical findings in relation to overall levels of tax literacy and 
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specific areas of tax with low levels of understanding make a contribution to 

those researching tax system complexity and tax compliance behaviour. This 

may be in the context of specific areas of the tax system which could be better 

targeted in education programs or in the context of determining drivers for 

compliance behaviour.  

 

The findings from the focus groups and the survey additionally provide useful 

insights for financial and tax advisors in relation to clients’ likely understanding 

of particular tax and superannuation issues. These findings are useful in terms 

of tailoring both written and verbal communication to take into account those 

particular areas which are less likely to be understood.  

 

1.4 Scope 

This thesis is limited to exploring and answering the specific research questions 

and by the methodology identified and discussed in Chapter Three. The 

research is, on the whole, undertaken within the context of financial literacy and 

the current academic and professional literature which exists in that field. The 

literature explored in Chapter Two incorporates both Australian and overseas 

experiences, however all qualitative and quantitative data collected is limited to 

Australian participants. As mentioned earlier and discussed in detail in Chapter 

Three, this research takes a grounded theory approach and therefore aims to 

establish a theory through the literature and initial qualitative research rather 

than test or measure an existing theoretical model. 

 

1.5 Structure of the Thesis 

This section outlines the structure of the remaining chapters of the thesis. 

Following this introduction, Chapter Two contains a literature review that 

explores the background upon which the research was carried out. Chapter 

Two begins by discussing financial literacy within the Australian context. This 

chapter also explores the background and history of the Financial Literacy 

Taskforce, Financial Literacy Foundation and the Australian National Financial 

Literacy Strategy. This is then followed by an overview of recent measures of 
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financial literacy in Australia such as the ANZ Adult Financial Literacy Surveys 

and those conducted by the Financial Literacy Foundation. Through this 

analysis it is highlighted where there appears to be gaps in terms of the 

consideration of taxation and superannuation issues.  The next part of the 

literature review explores international perspectives on financial literacy and 

highlight approaches taken by such jurisdictions as the UK, US and New 

Zealand. The literature review then explores financial literacy education 

programs and strategies currently being either implemented or proposed within 

Australia. This part highlights the background and specific inclusions of the 

proposed National Financial Literacy framework for the national school 

curriculum. The proposals and scope of the Australian National Financial 

Literacy Strategy is also be discussed. This section highlights where taxation 

aspects (if any) have been included and further where they could possibly be 

included. As discussed in Chapter Three, Chapter Two begins to ground the 

theory that taxation issues should be considered as a component in measuring 

financial literacy. Specifically, this chapter forms the basis of addressing the first 

research question: Whether taxation should be considered as a component in 

measuring financial literacy? (R1). 

 

Chapter Three contains an overview of the theoretical approach taken in the 

research. This is followed by stating the specific research questions addressed 

in the thesis. Finally, an overview of the various stages of the research and how 

they address each of the research questions is presented. The specific stages 

of the research take a grounded theory approach in terms of methodology. 

However, this approach is in the context of the Consumer Behaviour Model 

upon which much of the current financial literacy discipline is based. Both these 

concepts and the specific stages of the research is explained in further detail in 

Chapter Three. Note that a more detailed discussion of the design and 

implementation of the focus groups and the survey is provided at the outset of 

each of those relevant chapters. 
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Chapter Four provides the results of the focus group research which were 

conducted in order to address the following research questions: 

 Which aspects of taxation fit within the current financial literacy 

framework and could therefore have similar impacts on levels of financial 

literacy? (R2) 

 Which types of knowledge and skills are currently considered to be 

components of financial literacy? (SR1) 

 Which specific aspects of taxation should be measured as part of 

financial literacy? (SR2) 

The methodological approach taken in conducting the focus groups and 

analysing the data is discussed at the outset of the chapter. Following this, a 

detailed analysis of each of the questions posed in the focus groups is provided 

allowing the chapter to be finalised with a range of findings relevant to the 

overall research and the specific research questions. The results of this analysis 

are important in grounding the theory that taxation issues should be considered 

as components of financial literacy, and also designing and developing the 

survey instrument which was used in the final stage of the research.  

 

Chapter Five provides a detailed analysis of the results of the final survey which 

addresses the final research questions:  

 Are there similarities in the demographics that have low levels of taxation 

literacy and those who have low levels of financial literacy? (R3) 

 What is the level of Tax Literacy in Australia and are there demographics 

which have particularly low levels of Tax Literacy? (SR3) 

 Which specific aspects of taxation have particularly low levels of 

understanding?  (SR4) 

 Is there a link between perceived confidence in understanding taxation 

related concepts and actual levels of understanding? (SR5) 

The chapter begins by outlining how the survey was designed and 

implemented, the sampling strategy and results of pilot testing. A discussion 

around the use of computer assisted content analysis (SPSS) is also presented. 

The results and statistical analysis of the survey data are then presented in the 
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context of each of the research questions listed above. The chapter then 

provides overall conclusions for each of the research questions addressed. 

 

Chapter Six concludes the thesis by providing a detailed set of conclusions 

arising from the research. An overview and findings of each of the chapters is 

presented in the context of addressing each of the research questions that were 

posed. This chapter also presents any limitations of the research, 

recommendations and areas of further research identified as a result of the 

research.  
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2 Chapter Two - Literature Review 

2.1 Introduction 
 

3 The Government has a big push to encourage financial literacy. We want to 

do that because obviously we want children to participate in the economy 

generally, but also with the adoption of superannuation, which we want 

young people to make their own and to take an interest in, it is important 

that they understand financial literacy, and the programme that I have seen 

here I would recommend to other schools and communities around 

Australia (Financial Literacy Foundation, 2006, p. 3).5 

 

There is little doubt that financial literacy is high on the Australian Government’s 

agenda. In 2004, the Australian Government provided funding to establish a 

Consumer and Financial Literacy taskforce and in June 2005, as a result of 

research from this taskforce, the Financial Literacy Foundation was launched. 

The culmination of this focus on financial literacy by the Australian Government 

can be seen through the release of the National Financial Literacy Strategy 

(Australian Securities and Investments Commission, 2011b) and the resulting 

inclusion of financial literacy aspects in the national school curriculum. This 

priority of government spending has resulted from research in Australia and 

overseas that suggests improving financial skills and providing education is 

central to overall economic prosperity and that low levels of financial literacy 

can act as a barrier to participation in the financial system (Commonwealth 

Department of Treasury, 2006). ‘Financial literacy’ is defined in this research as 

“the ability to make informed judgements and to take effective decisions 

regarding the use and management of money” (Financial Literacy Foundation, 

2007a). While the term ‘financial capability’ is used widely in the international 

literature and is considered a more appropriate term since it incorporates skills 

as well as knowledge, financial literacy is the term used in Australia by 

                                                           
5
 This statement is an excerpt from a speech made by the then Federal Treasurer Peter Costello. 
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government and other organisations so for ease of reference, ‘financial literacy’ 

is used throughout this thesis. The research undertaken in this thesis arises in 

the context that despite a vast array of research being undertaken in the 

financial literacy field in Australia and overseas, “no concise synthesis currently 

exists” for frameworks that measure financial literacy (Worthington, 2013, p. 4). 

Specifically, to date, understandings of the tax system have largely fallen 

outside the financial literacy agenda. This is despite governments using the tax 

system to influence financial and investment decisions and as a mechanism for 

wealth distribution. 

 

Taking a grounded theory approach (as detailed in Chapter Three), this thesis 

explores whether taxation and superannuation should be considered as 

components of financial literacy. Further, it is explored whether taxation and 

superannuation have similarities to any of the already widely accepted and 

measured components of financial literacy. Basic taxation concepts are not 

currently compulsorily taught as part of the primary or high school curriculum in 

Australia. However, taxation is something which every individual is assumed to 

understand when engaging in the workforce or making financial decisions. 

There are a range of financial skills and knowledge that have been identified as 

potentially impacting positive financial decision making. However, there is yet to 

be any research which explores whether taxation and superannuation issues 

are important concepts to understand in terms of increasing overall financial 

literacy and improving financial decision making. Given that financial literacy 

research suggests a financially capable person is more likely to take an active 

and responsible role in the financial arena, it is argued that a more tax literate 

person is more likely to take an active and responsible role in the taxation 

arena. This argument has potential benefits for the consumer, government and 

the wider economy. 

 

This chapter explores financial literacy as an emerging multidisciplinary concept 

as well as describe the current financial literacy research both in Australia and 

overseas. Results of research which explore levels of financial literacy and 

effects of financial literacy are also discussed along with an outline of some of 
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the programs which are already in place. As outlined in Chapter Three, the 

analysis in this literature review is important because identifies important gaps 

and determine whether any theories about tax and superannuation in the 

context of financial literacy can be developed. Further, also helps to refine any 

theories into research questions which can be explored later in the research.  

  

The chapter firstly provides an overview of the importance of financial literacy 

and identify the types of knowledge and skills which are currently considered to 

be components of financial literacy. Following this, an overview of the Australian 

financial literacy landscape is provided. A review of previous measures of 

financial literacy in Australia and overseas is provided with the purpose of 

establishing any agreed components of financial literacy and identifying areas 

where there appear to be lower levels of financial literacy. In providing this 

review, instances where understandings of taxation issues have been included 

or measured as components of financial literacy are analysed in order to 

determine whether they provide support for the theory that taxation is an 

important aspect of financial literacy. Additionally, this part highlights those 

areas of financial literacy research which have, or could potentially include 

taxation aspects. Finally, this chapter reviews some of the current financial 

literacy education initiatives particularly those that are government funded or 

related to school programs. Some limitations and criticisms of financial literacy 

research are also provided.  

 

2.2 Importance of Financial Literacy 
 

The global economic crisis, large corporate collapses and the sub-prime lending 

crisis in the United States (‘US’) have all been events which have bought 

financial literacy of consumers to the forefront of government agendas. 

Particularly in the US, these events have seen an increase in financial literacy 

research and a push for compulsory financial literacy education programs in 

schools. Locally, the global economic crisis and high profile corporate collapses 

have resulted in concern over the loss of wealth and particularly superannuation 
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balances. As a specific example, in January 2009, Australian financial advice 

firm Storm Financial were placed into voluntary administration. At the time, 

there were allegations of irresponsible financial advice, lack of investor 

understanding, pressure sales tactics, complicated margin loan arrangements 

and situations where investors lost substantial portions of retirement savings as 

well as assets including private homes (Brown & Davis, 2010; Jones, 2009). 

Similarly, the collapse of Australia’s largest agricultural managed investment 

scheme, Great Southern Group Ltd in 2009 saw more than 40,000 investors 

owed up to $4 billion and many purported tax savings rendered unavailable or 

at the very least, uncertain (Australian Taxation Office, 2013a; Farnsworth, 

2012). As stated earlier, these examples of financial collapses may have 

involved a combination of factors including poor financial literacy of participants, 

a lack of understanding of the specific financial products, targeted sales tactics 

or even poor regulation of the financial service providers.  Nevertheless, these 

examples as well as the wider global financial crisis, serve to highlight the 

sometimes dire consequences of poor financial decisions and therefore the 

importance of investor and consumer financial awareness. There has also been 

concern expressed in the US about consumers continuing to fall prey to 

financial scams. Improved financial literacy is seen as a potential combatant 

against this as described by Lusardi and Mitchell (2013) below: 

“well informed consumers, who can serve as their own advocates, are 

one of the best lines of defence against the proliferation of financial 

products and services that are unsuitable, unnecessarily costly, or 

abusive” (at p. 49). 

 

This problem of potential financial difficulty arising from poor financial decision 

making is also acknowledged by the Organisation for Economic Co-operation 

and Development (‘OECD’) in the context of the global financial crisis and its 

possible causes where they state that: 

“the lack of understanding of households on financial issues and, in 

particular, on credit and investment, has also a major role. As a result, 

individuals have accepted (sometimes unknowingly) to support more 
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financial risk than what they could afford” (OECD - International Network 

for Financial Education, 2009, p. 4).  

More recently, Lusardi and Mitchell (2013, p. 30) argue that “if the effects of 

financial literacy on financial behaviour can be taken as causal, the costs of 

financial ignorance are substantial”. These overarching goals of financial 

literacy in ensuring consumers avoid financial difficulty or distress are revisited 

throughout this chapter. 

 

In terms of what is driving the environment consumers find themselves faced 

with, Worthington (2006, p. 59) argues that “financial deregulation, and the 

resulting increase in competition, and access to financial products, has led to 

consumers being faced with a “bewildering” array of financial and investment 

opportunities”. Also, he argues that changes in Australia’s demography have 

resulted in barriers that may prevent certain populations groups from accessing 

new financial opportunities as well as exposing them to risks and scams which 

are often marketed at those who are less financially literate (Worthington, 2006, 

p. 59). The Australian Tax Office (‘ATO’) often attempts to educate taxpayers in 

becoming more aware of risks associated with tax minimisation schemes and 

scams where the potential tax benefits are used as bait to entice investors. For 

example, the ATO have published a taxpayer information statement titled “Don’t 

Take the Bait: Dodgy Schemes can come back to bite you” (Australian Taxation 

Office, 2009, 2011). There is a dedicated section on the ATO website which 

warns taxpayers about potentially damaging investment schemes and how to 

recognise them. Regular ‘Taxpayer Alerts’ are issued to inform taxpayers about 

ATO concerns in relation to high risk investments (Australian Taxation Office, 

2013c). Much like there are broader societal risks associated with poor financial 

literacy, it is argued that through poor taxation literacy, there are also risks to 

the taxation system through investors making poor investment decisions. 

 

It is not only the financial and investment contexts that are becoming 

increasingly more complex. In 2006 the Australian Bureau of Statistics (‘ABS’) 

reported that approximately half of Australians had proficiency less than the 



 

18 

minimum required for individuals to “meet the complex demands of everyday life 

and work in the emerging knowledge based economy” (Australian Bureau of 

Statistics, 2006, p. 5).6 This finding together with findings in relation to levels of 

financial literacy in Australia suggest there is need to improve standards of 

literacy across the board to protect individuals from making poor financial and 

other decisions which may have significant impacts on their lifestyle both now 

and into the future.  

 

As mentioned earlier, globally, there is a trend toward self-funded retirement 

(Kelly, 2003). The risk for consumers in a self-funded retirement environment 

was highlighted in the context of financial collapses and poor financial decision 

making. The Australian National Financial Literacy Strategy recognises this 

potential risk to consumers stating: “many retirees will need to rely more heavily 

on personal savings and retirement income, and be more competent in a range 

of financial management strategies (such as asset management, tax and estate 

planning, and insurance) than previous generations have had to” (Australian 

Securities and Investments Commission, 2011b, p. 13). This push toward self-

funded retirement is coupled with more complex rules and legislation 

surrounding superannuation in Australia. It has been found that even Australian 

tax advisors find the tax treatment of retirement funds the most complex areas 

to provide advice on (Freudenberg, Tran-Nam, Karlinsky, & Gupta, 2012). 

These trends are worrying given that surveys measuring adult financial literacy 

in Australia as well as other academic research (Worthington, 2008, p. 89) 

suggest there are certain groups which have low levels of financial literacy 

particularly in relation to more complex financial products including 

superannuation. The combination of potential problems with proficiency in the 

everyday economy, consequences both individually and socially of poor 

financial decisions, greater complexity of financial products and the 

encouragement of retirees into this complex domain all bring improving financial 

literacy to the forefront of government agendas.  
                                                           
6
 Assessments at Level 1 or 2 were considered as below the minimum required. The actual results were 

45%, 47%, 43%, & 70% respectively for document literacy, prose literacy, numeracy skills and problem 

solving skills.  
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The Australian Government established the Consumer and Financial Literacy 

Taskforce in 2004. Its stated purpose at the time was developing a national 

strategy aimed at reducing poverty, increasing economic opportunity, increasing 

national savings and creating well-informed consumers (Consumer and 

Financial Literacy Taskforce, 2004b). Treasury stated that: “improving the 

financial skills and education of individuals is the key to economic prosperity” 

and that it is “committed to helping Australians save for their future and 

recognises that low levels of financial literacy act as a barrier to consumer 

awareness and informed participation in the financial system” (Commonwealth 

Department of Treasury, 2006). These events took place at the time research 

was emerging from the UK, US and Australia that certain demographics were 

likely to have low levels of financial literacy and that this could potentially lead to 

poor financial decision making.  

 

In the past, financial literacy research tended to either explain or measure the 

level of financial literacy in the population or evaluate the effectiveness of 

financial literacy programs (Worthington, 2006, p. 62). It was argued that future 

research should focus on the components of financial literacy to find which are 

most critical to financial success and also on how financial literacy specifically 

relates to individual areas such as superannuation (Worthington, 2006, p. 77). 

Worthington (2013) continues to argue that there remains work to be done in 

developing a concise and systematic approach to measuring and evaluating 

financial literacy. Further research that identifies specific areas which affect 

financial literacy is important because many surveys are designed so that they 

only test against an individual’s needs and circumstances at the time (ANZ, 

2003) and thus aspects which may affect a person’s financial decision making 

in the future could be absent. The opportunity for financial literacy research to 

continue to improve and evolve has also been recognised in the US where it 

has been argued that “researchers and policy makers have begun to push for 

additional insights into the gaps between modelling and reality, so as to better 

evaluate where the theory can be enriched, and how policy efforts can be better 

targeted” (Lusardi & Mitchell, 2013, p. 3).  
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In terms of taxation and superannuation concepts fitting within a framework of 

financial literacy, it is argued that taxation is something which impacts on each 

individual or business and thereby on their overall financial position. There are 

many aspects of taxation which require choices or decisions to be made which 

can ultimately result in changes to financial circumstances. These factors 

include: choosing to meet tax liabilities on time, prepare returns accurately, the 

choice of one’s advisor, the decision to claim all available entitlements and the 

ability to communicate effectively with one’s financial or tax advisors. There are 

also potential problems investors face if they do not fully understand tax 

consequences before entering into transactions (for example, purchasing a 

rental property). Given that passive investment losses are now added back to 

income for the purpose of determining entitlement to other tax concessions, 

there is the potential for tax to have a large influence on the ultimate rental 

returns. Further, given that non-payment of taxation obligations can result in 

substantial (and unique) penalties, missed opportunities or be used to support 

otherwise dubious investments, awareness of the consequences is certainly an 

issue. It has been argued there are significant risks to the broader economy and 

consumer wealth through poor financial literacy and poor financial decision 

making. This thesis argues that if taxation issues are not considered as 

components of financial literacy, there could not only be risks to an individual’s 

financial position, but also significant risks to government revenue.  

 

This research explores the extent to which measurements of financial literacy 

incorporate all those elements which potentially influence a person’s financial 

position and specifically whether understanding taxation and superannuation 

issues should be part of those components. Financial literacy as a discipline7 is 

not only relatively new, but also complex as it draws from fields such as 

economics, behavioural economics, finance, psychology and education. This 

chapter is focused on exploring the components of financial literacy as they 

currently appear and considers the ways in which the various measurements 

                                                           
7
 Whether as a standalone discipline or an aspect of the finance or social science disciplines. 
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and surveys of financial literacy have informed not only the development of the 

components themselves but also the design of financial literacy education 

programs, and vice versa. As described earlier, the research takes a grounded 

theory approach which aims to derive propositions from the research, rather 

than beginning with a particular prior hypotheses or assumption (Leonard & 

McAdam, 2001; Seale, 2005). The methodological approach, specific research 

questions and specific stages of the research are discussed in more detail in 

Chapter Three. 

 

The preceding paragraphs have given a brief overview of the context and 

importance of the financial literacy agenda both in Australia and overseas. The 

discussion has highlighted some of the reasons for its emergence as a 

government priority and also highlighted some of the risks associated with low 

levels of financial literacy. It has also illustrated some of the potential links 

between financial literacy and aspects of taxation. The remainder of this chapter 

explores financial literacy in Australia and overseas in more detail. This 

discussion involves a detailed overview of the financial literacy agenda in 

Australia and overseas as well as an overview of any measurements of financial 

literacy that have been undertaken to date. Throughout these discussions, the 

aim is to not only explore the financial literacy research broadly, but also to 

identify to what extent taxation and superannuation aspects have been 

identified as important, considered or measured in this research.  

 

2.3 Capability versus Literacy 
 

Earlier it was noted that the term ‘financial literacy’ is used throughout this 

thesis. The term financial literacy has been defined as “the ability to make 

informed judgements and to make effective decisions regarding the use and 

management of money” (Australian Securities and Investments Commission, 

2011b; Consumer and Financial Literacy Taskforce, 2004a; Worthington, 2006). 

This is also the definition that has been adopted by the Australian Securities 

and Investments Commission (‘ASIC’) in their National Financial Literacy 
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Strategy (2011). However, research has also presented other definitions such 

as: “about people being informed and confident decision makers in all aspects 

of their budgeting, spending and saving” (Worthington, 2006, p. 62). 

Internationally, ‘financial capability’ is a more accepted term and is defined by 

Kempson, Collard and Moore (2005) as incorporating “financial knowledge, 

skills and attitudes” and by Leskinen and Raijas (2005) as “consisting of an 

individual’s personal characteristics influenced by various factors in his/her 

micro and macro environment”. These other descriptions imply a financially 

literate person will behave in a certain way, make better decisions and have 

certain attitudes and characteristics. These elements and the definitions 

presented above all describe a set of behaviours or skills rather than mere 

knowledge about a subject. The established link in the empirical research 

between knowledge and behaviour was advocated by Lusardi and Mitchell 

(2013, p. 43) where they stated “both instrumental variables and experimental 

approaches suggest that financial literacy does play a role in influencing 

financial decision making, and the causality goes from knowledge to behaviour”. 

‘Financial capability’ is therefore considered a more appropriate term when 

describing a person’s abilities or skills in relation to financial matters (Hogarth, 

2002; Vyvyan & Brimble, 2007). Financial capability is beginning to be adopted 

as a more valid term, especially in the United Kingdom (Kempson et al., 2005).  

 

Notwithstanding this difference in terminology used, current surveys and 

measurements of financial literacy in Australia and overseas have still 

measured a combination of aspects such as day-to-day money management, 

financial planning, the ability to choose appropriate financial products and 

financial knowledge and understanding (Kempson, 2009). Even where 

measurements of financial literacy tend to focus more on the knowledge aspect, 

it has been argued that the resulting data is nevertheless important as it 

provides data on what people know and what they think they know 

(Worthington, 2013). 

 

The Australian Government considers that the terms can be used 

interchangeably (Financial Literacy Foundation, 2007a). More recent empirical 
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research by the Financial Literacy Foundation and the 2011 ANZ survey 

demonstrates there is a focus on building confidence, positive attitudes and 

beliefs, and self-efficacy (ANZ, 2011; Financial Literacy Foundation, 2007a). 

Since most Australian Government publications and ASIC continue to use the 

term ‘financial literacy’; this is the term that is used throughout this thesis. The 

term ‘financial capability’ is referred to where particular literature has used this 

term or conducted research from this perspective. This chapter also highlights 

instances where research appears to have moved toward a capability model 

rather than a literacy model. It should be noted ASIC has acknowledged that 

although financial literacy expresses the concept of behaviours combined with 

knowledge much better, financial literacy is a more embedded term in Australia 

and that they aim to continue using the term until a review is conducted 

(Australian Securities and Investments Commission, 2011b). 

 

2.4 Financial Literacy in Australia 
 

The ‘owners’ or ‘champions’ of financial literacy in Australia have varied in the 

years since its emergence as an important priority of Government. The following 

section explores the institutions which have had some level of ownership over 

improving financial literacy in Australia and any outcomes that were gained. The 

Australian National Financial Literacy Strategy outlined that there are a number 

of factors which have contributed to the growing importance of financial literacy. 

These include: 

 The growing complexity and range of financial products available. 

 The increased interaction young Australians now have with financial 

issues be they dealing with mobile phone bills or choosing their first 

superannuation account. 

 Changes in demography.  

 Consumers having greater responsibility for their own financial decisions 

on topics such as superannuation and retirement incomes (Australian 

Securities and Investments Commission, 2011b, p. 12). 
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Some of these are in line with the reasons mentioned earlier as to why financial 

literacy is important and also why the OECD also considers financial literacy to 

be an important global economic issue. Empirical research has therefore been 

undertaken both in Australia and overseas in relation to the levels of financial 

literacy across different demographic groups as well as the evaluation of 

financial literacy education programs (Coben et al., 2005). However, very little 

of this research, if any, has focused on what elements should in fact, be 

measured as components of financial literacy. Further, despite government 

support, financial literacy in Australia is considered to be an under-researched 

area in terms of academic research. It has been argued that there is a need for 

ongoing research especially in agreeing a suitable framework (Worthington, 

2013). The following sections outline the various steps that have been taken in 

Australia to get to the current status of the national agenda.  

 

2.4.1 Financial Literacy Taskforce 

 

In 2004 the Australian Government tasked the Consumer and Financial Literacy 

Taskforce (the Taskforce) with developing a National Strategy for Consumer 

and Financial Literacy. The National Strategy was to be aimed at reducing 

poverty, increasing economic opportunity, increasing national savings and 

creating well-informed consumers (Commonwealth Department of Treasury, 

2006). The taskforce argued that “specific financial literacy programs could 

equip them (consumers) with the appropriate financial skills and knowledge to 

ensure that they can make well informed decisions and be less vulnerable to 

scams, rorts and unmanageable levels of debt (Consumer and Financial 

Literacy Taskforce, 2004a).8  

 

Among the Terms of Reference of the Taskforce were that it would make 

recommendations for a national strategy, evaluate current consumer financial 

literacy programs with regard to availability and adequacy of financial education 

                                                           
8
 The research referred to in this discussion paper includes the Financial Services Authority Research in 

the UK as well as UK Treasury Research. These are discussed separately in this chapter. 
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in schools, determine the availability of financial information in the broader 

community and the availability of financial information and education to 

maximise superannuation and retirement savings (Commonwealth Department 

of Treasury, 2006). 

 

In its initial discussion paper, the Taskforce found that financial literacy was not 

only important from a consumer and social perspective, but there was an 

economic aspect also. The Taskforce modelled “bad” decision making and 

found that over the course of a person’s life (whose salary was $36,000 per 

annum), up to $790,000 in wealth could be lost through making these “bad” 

financial decisions (Consumer and Financial Literacy Taskforce, 2004b). 

Similarly, the National Financial Literacy Strategy outlines that improved 

financial literacy can increase economic participation and social inclusion 

(Australian Securities and Investment Commission, 2011). The strategy states 

that “the more knowledgeable consumers are in the way they interact with the 

financial services sector, the more effective and efficient that sector will 

become, creating savings (wealth) and ideally reducing the need for regulatory 

intervention” (Australian Securities and Investments Commission, 2011b, p. 5 & 

16). This supports the earlier arguments that financial literacy can have an 

effect on not only individuals, but on the economy as a whole. It is further 

argued that this lost wealth could also be important from a tax perspective in 

that lost wealth could lead to lost tax revenue. A substantial percentage of this 

lost wealth would form part of the income tax base and therefore any potential 

to increase wealth of taxpayers would also increase the tax revenue base for 

the government.  

 

The 2004 Taskforce discussion paper found that while there was a vast amount 

of information available to consumers, a large proportion of that material was 

not known, not properly targeted or not used by Australian consumers 

(Consumer and Financial Literacy Taskforce, 2004a; Worthington, 2006). 

Response from community groups at the time argued that low-income 

consumers mistrust many information sources, which means that people accept 

information from friends or family members who are trusted, but not necessarily 
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from experts in dealing with financial matters (Brotherhood of St Lawrence, 

2004, p. 8). Further it was argued that information is often too technical and not 

understood by consumers or that conversely, consumers found other 

information sources “simplistic and condescending” (Brotherhood of St 

Lawrence, 2004, p. 9). This dilemma has also been found in empirical tax 

compliance research where it has been suggested that although correct 

material was provided to taxpayers, many found there to be too much 

information and preferred straightforward and directly relevant material 

(McKerchar, 2002, p. 289). Again, this highlights the assertion that any financial 

literacy model or framework should take a holistic approach and incorporate 

skills and abilities (in terms of accessing and using information and knowing 

when to seek advice) as well as information literacy and knowledge.  

 

The Taskforce identified a number of recommendations, the key of which was 

the establishment of a new national financial literacy body as a means for 

improving consumer and financial literacy (Consumer and Financial Literacy 

Taskforce, 2004a). Among others, the Taskforce stated that the functions of this 

new national body (the Financial Literacy Foundation) included facilitating the 

adoption of consumer and financial literacy into the school system, working 

toward the adoption of consumer and financial literacy into the workplace, 

commissioning and conducting ongoing national research on the factors leading 

to key consumer and financial decision-making (Commonwealth Department of 

Treasury, 2006). As is seen, only some of the recommendations of the 

Taskforce have been implemented. The following sections explore the key 

steps taken to date by the Financial Literacy Foundation and subsequently 

ASIC in its role in moving forward with the initial recommendations of the 

Taskforce and the goals of the financial literacy strategy. 

 

 

 

2.4.2 Financial Literacy Foundation 

 



 

27 

The Financial Literacy Foundation was established in June 2005 in the context 

of educating consumers about the complicated market place they are faced with 

and also to “equip them with the skills they need to take control of their financial 

future” (Commonwealth Department of Treasury, 2006). The Financial Literacy 

Foundation released a report in 2007 which further supports the argument that 

skills and abilities are important in a financial literacy context. In this report a 

survey was conducted which analysed individuals’ abilities, understandings, 

attitudes and behaviour in regard to using and managing money (Financial 

Literacy Foundation, 2007a). The specific results of this report are discussed in 

the next section of this chapter. With research suggesting that increasing 

financial literacy will help to ensure consumers can make well informed 

decisions in the increasingly complicated financial marketplace, and be less 

vulnerable to scams, it is suggested that lessons could be learned from a tax 

administration perspective. For example, low levels of taxation literacy may act 

as a barrier to informed participation in the taxation system and potentially 

adversely affects investment decisions. The question then arises whether this 

onus on financial policy makers in relation to improving financial literacy also 

applies to tax policy makers and the ATO.   

 

2.4.3 National Financial Literacy Strategy 

 

On 1 July 2008 the functions of the Financial Literacy Foundation were 

transferred to ASIC with the purpose of “consolidating the Australian 

Government's financial literacy response and strengthening ASIC's role in 

safeguarding Australia's economic reputation and wellbeing” (Sherry, 2008).9 

The National Financial Literacy Strategy (2011), states that ASIC is well placed 

to take on this important role as it aligns with one of their legislated goals 

outlined in s.1(2)(b) of the Australian Securities and Investments Commission 

Act (Cth) 2001: “to promote the confident and informed participation of investors 

and consumers in the financial system”.  

                                                           
9
 Previous research and reports released by the Financial Literacy Foundation can still be found on the 

previous website; http://www.financialliteracy.gov.au/research.  

http://www.financialliteracy.gov.au/research
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ASIC10 developed a National Financial Literacy Strategy which was launched on 

15 March 2011 by the Hon. Bill Shorten MP, at the time, Minister for Financial 

Services and Superannuation, and Assistant Treasurer. The National Financial 

Literacy Strategy outlines its importance in the context of “changes in 

demography, and increased consumer responsibility for superannuation 

decisions and retirement incomes” that have all “increased the importance of 

having sound financial literacy skills” (Australian Securities and Investments 

Commission, 2011b, p. 4). It was acknowledged that the growing body of 

empirical research indicated “people are becoming more confident and 

knowledgeable about issues such as basic finance and budgeting, yet less 

knowledgeable and confident about more complex topics like investing and 

saving for retirement” (Australian Securities and Investments Commission, 

2010, p. 16). The National Strategy lists the following as its core principles; 

inclusiveness, engagement, diversity, knowledge and empowerment, improving 

outcomes, partnerships, measurement (Australian Securities and Investments 

Commission, 2011b, p. 5). The transfer of the functions of the Financial Literacy 

Foundation also included a re-launch of the ‘Understanding Money’ website 

which resulted in the ‘MoneySmart’ website (Australian Securities and 

Investments Commission, 2011a) administered by ASIC and outlined as an 

important aspect of the National Financial Literacy Strategy (Australian 

Securities and Investments Commission, 2011b, p. 7). The purpose of the 

‘MoneySmart’ website is to “help ordinary Australians take steps to improve 

their personal finances by providing independent information so people can be 

better informed in making decisions” (Australian Securities and Investments 

Commission, 2011a).  

 

The specific ways in which the National Strategy is implemented fall around four 

core elements; education and the use of educational pathways to improve 

financial literacy, information and ongoing support: the provision to all 

                                                           
10

 In consultation with key financial literacy stakeholders and the Financial Literacy Board (made up 

largely of the same members as the Financial Literacy Foundation Board). 
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Australians of information, tools and ongoing support, achieving behavioural 

change: developing additional innovative solutions to drive improved financial 

wellbeing, coordination and the long haul: working in partnerships and 

promoting best practice (Australian Securities and Investments Commission, 

2011b, p. 5 & 10). 

 

It is submitted that this thesis provides input into the National Strategy in the 

following two ways. Firstly, it fits within the education element in that it adds to 

the literature which identifies those “issues and products causing the most 

problems”. Secondly it adds to the co-ordination and long haul element in that it 

helps to “measure and track overall Australian financial literacy rates”, 

(Australian Securities and Investments Commission, 2011b, p. 10) 

notwithstanding that this current research is in a specific context. It is 

acknowledged in the strategy that in the initial stages, the main focus and 

attention is on the first core element, that is, financial literacy in schools. The 

specifics of financial literacy aspects in the new National Curriculum are 

discussed later in this chapter. The strategy also states that one of the main 

focuses in terms of educational programs is on “financial issues and products 

that are poorly understood and whose misuse or non-use can cause the 

greatest harm” (Australian Securities and Investments Commission, 2011b, p. 

7). It is argued because the strategy is relying on past measures of financial 

literacy by ANZ and by the Financial Literacy Foundation to identify those areas 

which might fit within this category, as a relatively new field of research, there is 

still scope for further exploration of what are these aspects that are “poorly 

understood or whose misuse or non-use can cause the greatest harm”. Further, 

the statement itself highlights that there is a need to explore whether taxation is 

one of these important aspects of financial literacy which is poorly understood 

given the fact that “misuse” or non-participation in the tax system may cause 

financial harm.  

 

While it is clear there has been a great deal of government funds allocated to 

improving financial literacy in Australia, it could also be argued that in some 

ways, its approach has been inconsistent, ad-hoc and unfocussed. This is 
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demonstrated through the three separate organisations that have championed 

the cause since 2004. While the move to centralise financial literacy within the 

auspice of ASIC appears promising in terms of cohesion of responsibilities, it 

may mean the financial literacy agenda loses momentum with the many 

competing agendas of ASIC. The release of the National Strategy appears to 

signal a “starting again” approach. Although work of the previous agencies has 

obviously been drawn upon, in many respects some of this important work has 

been lost in the numerous transitions. It is argued that this has manifested into 

the somewhat vague and non-specific actions outlined by the strategy and a 

focus on a number of new initiatives rather than a focus on improving those that 

already exist. 

 

The next section explores some of the findings of key financial literacy surveys 

undertaken in Australia and highlight any aspects which indicate there may be 

gaps or problems with the levels of financial literacy (as well as taxation literacy) 

in Australia or where taxation and superannuation issues have not been 

considered at all.  

 

2.5 Measures of Financial Literacy in Australia 
 

In summarising the state of play in relation to previous measures of financial 

literacy in Australia, ASIC’s conclusion based on past empirical research is that 

most Australians have ‘reasonable’ levels of financial literacy, but that some 

groups have greater difficulty than others and that some financial products 

cause more problems than others (Australian Securities and Investments 

Commission, 2011b, p. 14). It is argued that taxation potentially fits within this 

second category, being a financial product (or concept) that causes more 

difficulty than others and the extent to which it does should therefore be 

explored further. The following sections outline the previous measures of 

financial literacy in Australia and highlight those parts which might indicate that 

taxation indeed could be a concept which causes more difficulty than others and 

therefore warrants further exploration.  
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2.5.1 ANZ Surveys of Adult Financial Literacy 

 

The ANZ bank has funded a national ‘Survey of Adult Financial Literacy in 

Australia’ on a number of occasions (2003, 2005, 2008, and 2011) and the 

results remain the most widely cited measures of financial literacy in Australia. 

The definition of financial literacy used for the surveys was “the ability to make 

informed judgements and to take effective decisions regarding the use and 

management of money”.11 The 2005 survey report argued that improvements in 

financial literacy would not only support social inclusion, but also help people 

avoid the serious negative consequences associated with financial difficulty 

(ANZ, 2005b, p. 2). “Financial difficulty” refers to those who while not 

necessarily missing repayments or defaulting on their commitments, 

nevertheless feel out of control of their finances, and also as those who may 

have missed repayments or defaulted and feel severely out of control of their 

financial affairs.  

 

The 2003, 2005 and 2008 surveys were underpinned by a financial literacy 

framework largely based on principles established in the UK by the Adult 

Financial Literacy Advisory Group (Financial Services Authority, 2004; 

Kempson et al., 2005).  The framework incorporates the variables as outlined in 

Table 2-1 as components of an overall financial literacy score. 

 

 

 

 

TABLE 2-1 Components of Financial Literacy ANZ Survey 

Numeracy 

Basic mathematical operations of addition, subtraction, multiplication, division 

and percentages. 

                                                           
11

 This was the same definition adopted by the Australian Consumer and Financial Literacy Taskforce and 

used in ASIC’s National Financial Literacy Strategy. 
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Financial Understanding and Competence 

Attitudes to spending money and saving 

Understanding of risk and the relationship between risk and return 

Understanding the main features of basic financial services 

Understanding of superannuation 

Financial Responsibility 

Making appropriate life choices about financial issues 

Understanding consumer rights and responsibilities. (ANZ 2008, p. 7 & 179) 

 

These broad categories are consistent with the findings of Kempson (2009) 

where she proposed a framework for the measurement of financial literacy 

which would allow international comparisons to be made. This proposal for a 

consistent framework is also supported in other research which argues that an 

overarching framework will give greater consistency and clarity for education 

programs (Fox, Bartholomae, & Lee, 2005; O'Connell, 2007; Worthington, 

2013). The proposed international framework (presented by Kempson as an 

OECD working paper) broadly categorises financial literacy into four areas: day-

to-day money management, financial planning, ability to choose appropriate 

financial products and financial knowledge and understanding. From Table 2-1 

it can be seen that day-to-day money management is covered by the 

‘numeracy’ and ‘attitudes to spending money and saving’ categories. Further, 

the ‘financial planning’ and ‘ability to choose appropriate financial products’ 

categories are covered in the ANZ surveys by ‘understanding risk and the 

relationship between risk and return’, ‘understanding the main features of basic 

financial services’.  Kempson’s ‘ability to choose appropriate financial products’ 

category also appears to have been covered by both the ‘financial responsibility’ 

categories in the ANZ surveys. Financial planning (as suggested by Kempson 

to include attitudes to financial planning, providing for retirement, providing for 

emergencies) could be explored and measured in more detail in future 

measurements of financial literacy in Australia.12  

 

                                                           
12

 The Financial Literacy Foundation explored these areas briefly in their 2007 Report; Australians 

Understanding Money and this is discussed later. 
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It is argued that an understanding of basic taxation issues such as rights and 

responsibilities of taxpayers and the basic framework of the Australian taxation 

system could form part of all three of the above components stated in the 

Australian framework in Table 2-1. For example, obligations to pay tax, 

entitlements to tax incentives and effects of negative gearing all have potential 

impacts on day-to-day budgeting. Understanding the tax effects of 

superannuation and retirement planning could fall within the ‘financial 

understanding and competence’ category. This might include understanding the 

rate of compulsory employer superannuation, understanding the tax rate that 

applies to superannuation contributions, earnings within the fund as well as final 

retirement payments. The ability to make appropriate financial choices given the 

tax effects of different investments such as capital investments, dividends and 

interest could fall within ‘financial responsibility’. Further, the ability to know 

when to seek information from a tax advisor could be important for the ‘financial 

responsibility’ category.  

 

The report to the 2008 ANZ survey recognises the potential for tax to be a 

component of a financial literacy framework where it states:  

“Please note that other potential aspects of adult financial literacy (e.g. 

taxation; understanding of how and why government is financed; 

awareness and understanding of government benefits; understanding of 

how fees are calculated and how to minimise them) were agreed upon as 

being beyond the scope of the current project, and therefore not included 

in the framework” (ANZ, 2003, p. 18).  

It is questioned why taxation was considered as outside the scope of the project 

if it is identified as relevant and useful in determining a person’s overall financial 

literacy score. This may be due to a tendency in finance research to ignore the 

tax consequences of financial investments. For example, the superannuation 

research by Basu and Drew (2010, p. 9) regarding superannuation investments 

ignores the tax consequences. It is submitted that this could also be due to a 

lack of understanding of the tax rules that apply or simply the practical 

limitations of research projects. Given that the Financial Literacy Foundation put 
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forth a media release encouraging teenagers to lodge tax returns (Financial 

Literacy Foundation, 200b) on the basis that “by submitting a tax return you will 

find out whether you are paying the right amount of tax...you can take control of 

your tax now if you should be paying more” there is some acknowledgment that 

tax is an aspect of financial literacy. To date, understanding taxation issues has 

never been measured in detail in any Australian survey of financial literacy. This 

means that currently there is no data to determine whether this might be an 

area where people have low levels of literacy or whether there are specific 

aspects of taxation which need to be focused on or targeted. This targeted and 

specific approach is particularly important if financial literacy education 

programs are to include aspects of taxation. 

 

The following paragraphs focus on the results of the 2005 and 2008 ANZ 

surveys and make comparisons with the 2011 survey where possible. This is 

followed by an overview of specific differences in approach in the most recent 

2011 survey. The reason for separating the discussion is that the 2011 survey 

has developed a slightly different approach and framework to the earlier 

surveys and therefore some comparisons are difficult. All surveys involved 

telephone interviews with over 3,000 Australians (ANZ, 2005b, 2008, 2011).13  

 

There were a number of key findings of the surveys relevant to the current 

research. Firstly, it was found that Australian society is broadly financially 

literate, but that certain groups have particular challenges, and certain financial 

skills, services and products were not as well understood or utilised by these 

groups (ANZ, 2008, p. 1).  It was found that lower levels of financial literacy 

were more likely to be found in the following groups; those with lower levels of 

education, those not working, or in unskilled work, those with lower incomes 

(<$20,000), those with lower savings levels (<$5,000), females, single people 

and at both the younger and older extremes of the age profile (ANZ, 2005b, 

2008, 2011). These demographics have remained broadly consistent in all the 

surveys. Further, it was found that all population groups found superannuation 
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 Note there was an earlier smaller survey conducted in 2002. 
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issues more difficult than basic banking (ANZ, 2005a, p. 2). In terms of 

interactions with advisors it was found that 60% of people with investments did 

not recognise that an adviser who works only for fees was more likely to offer 

impartial advice than advisers who work for commissions (ANZ, 2005a, p. 3).  

 

In terms of specific findings in relation to levels of numeracy, in 2005, 50% of 

those with the lowest level of financial literacy were unable to calculate 50% of 

$1,400 (not reported in 2008) (ANZ, 2005a, p. 2). The 2011 survey stated that 

numeracy levels and demographics likely to have lower levels of numeracy 

have remained reasonably consistent across all surveys (ANZ, 2011). The 

demographics likely to have lower numeracy are; females (particularly older 

females), those who use a language other than English at home, Aboriginal and 

Torres Straight Islanders, those with year 10 or less levels of education and 

those with lower incomes (ANZ, 2011, p. 113).  

 

With regard to investing, the findings were mixed. When faced with an 

investment advertised as having a return ‘well above market rates at no risk’, 

53% would have made some level of investment (slightly worse than 48% in 

2008, and the same as in 2005) (ANZ, 2008, p. 5; 2011, p. 5). Of the adult 

participants with investments, 26% did not understand that good investments 

can have short term fluctuations in market value (improved 7% from the result in 

2008) (ANZ, 2008, p. 5; 2011, p. 4) and in the 2008 survey, 35% said they did 

not consider conflicts of interest in any investment recommendations they 

received (ANZ, 2008, p. 61).  

 

In light of the finding that 53% of respondents would invest in a scheme 

marketed as having a return ‘well above market rates at no risk’, there should 

be some concern by the ATO in terms of its ability to adequately prevent people 

from investing in aggressively marketed schemes. Though not all schemes 

would fit this category, it nevertheless highlights the potential for consumers to 

be enticed to potentially risky investments. Further, where 50% of those with the 

lowest level of financial literacy were unable to calculate 50% of $1,400, then it 

is questionable as to whether these same individuals would understand their 
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basic tax liability (that is, marginal rates of tax as opposed to average rates of 

tax). Thirdly, if consumers are shopping around more often for products rather 

than advisors, then it could be found that their level of personal confidence in 

understanding these areas is lower. Some support for this argument was found 

in the 2011 self-efficacy results where it was found that lower levels of financial 

self-efficacy were evident amongst older persons (particularly those aged 65 

years or more) (ANZ, 2011, p. 110).  

 

Both the 2005 and 2008 ANZ surveys indicated that all population groups found 

superannuation issues more difficult than basic banking.  The questions in the 

survey relating to superannuation are the only ones that could be categorised 

as broadly relating to taxation given that they related to the tax treatment of 

superannuation in some instances. In the 2008 survey report it is stated that 

“although an understanding of certain basic rules relating to superannuation 

remained very high, there continues to be considerable uncertainty about its tax 

treatment” (ANZ, 2008, p. 59). This was mirrored in the 2011 report which 

stated “understanding of basic rules relating to superannuation remained very 

high in 2011 although there is still some uncertainty about its tax treatment” 

(ANZ, 2011, p. 54). This is supported by the fact that 98% of respondents knew 

that their employers were required to make superannuation contributions on 

their behalf; however a smaller percentage (92%) understood that they could 

make additional contributions (up from 90% in 2008) (ANZ, 2008, p. 59; 2011, 

p. 54). These findings may indicate that literacy in terms of the tax treatment of 

superannuation could be lower than financial literacy more generally. 

 

The specific tax question posed by the ANZ survey was whether the respondent 

knew if superannuation was taxed at higher, lower or the same rate as other 

investments. The result was that 59% of respondents, who were under 65 years 

of age, employed and with superannuation, knew that superannuation was 

taxed at a lower rate than other investments (similar to 58% in 2005) (ANZ, 

2008, p. 59; 2011, p. 54). However, 3% thought that superannuation was taxed 

at a higher rate, 11% thought the same rate of taxation applied and 27% said 

that they did not know (ANZ, 2011, p. 54). These were the findings that led to 
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the assertion in the report that there is uncertainty about the tax treatment of 

superannuation. In his further analysis and modelling of the superannuation 

data from the 2003 survey, Worthington (2008) predicted the percentage of 

individuals who knew superannuation is taxed at a lower rate to be 63% and 

that only 70% had an approximate knowledge of the rate of the compulsory 

contribution. He also found the percentage of individuals who knew employees 

have the ability to make additional contributions to be only 84%. These findings 

are particularly relevant given the government’s preference for self-funded 

retirement. Further, it is also relevant in a market where many participants have 

the option of more control over their superannuation through Super Choice14 

and self-managed superannuation funds. 

 

The 2005 survey found that 7% of respondents identified taxation as one of the 

areas that they felt they needed further education (ANZ, 2005b, p. 254). This 

compares to 9% stating that they felt they needed further education on 

loans/borrowing/mortgages (ANZ, 2005b, p. 254). This was mirrored in 2008 

where it was found that taxation information ranked as the most desired 

amongst those types of information that participants stated they wanted further 

advice on from government bodies (ANZ, 2008, p. 113). These findings are 

important because it supports the earlier arguments made that to date; much of 

the financial literacy education that has been undertaken has focused on the 

areas of loans and borrowing and has excluded taxation matters.  

 

The 2005 ANZ survey report argued that three core factors emerged from the 

study as causes of people suffering financial difficulty: unhealthy ways of 

thinking about finances, circumstances or events outside their control, and lack 

of skills and knowledge (ANZ, 2005b, p. 5). It was further asserted that this lack 

of skills and knowledge was evidenced in people not understanding how 

products worked, not recognising when they should seek advice, and being 

unable to identify a financial scam (ANZ, 2005b, p. 7). Seeking advice and 
                                                           
14

 Most employees are able to choose which superannuation fund their employer contributions are 

made to. Prior to Super Choice, employers chose the superfund that all their employee contributions 

were made into. 
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being able to identify scams are both practices that the ATO encourage. 

Exploring the skills and knowledge of taxpayers in relation to taxation issues 

and developing programs which increase these could make them more likely to 

seek advice and identify scams.  

 

For these reasons (as well as from further research both in Australia and 

overseas), the 2011 survey approached the measurement of financial literacy 

from a slightly different perspective. The survey identified five behavioural 

indicators of financial literacy: keeping track of finances, planning ahead, 

choosing financial products, staying informed and financial control (ANZ, 2011). 

Separate indices were then developed for each of those behavioural indicators 

as well as a separate overall measurement of financial knowledge and 

numeracy. In taking this approach, it was found that financial literacy is highly 

complex and that individuals as well as demographic groups performed well in 

some areas and not others. It was additionally found that people’s “financial 

attitudes affect their level of financial literacy quite strongly” (ANZ, 2011, p. 3). 

Overall it was argued that “programs focused solely on raising financial 

knowledge and numeracy may be effective in improving components of financial 

literacy such as choosing financial products, keeping track of finances and 

staying informed; however, their affect (sic) on planning ahead is likely to be 

more limited” (ANZ, 2011, p. 3). This link between knowledge and behaviour is 

explored further in this chapter as it relates to the overseas experience of 

measuring financial literacy. 

 

The ANZ findings in the 2005 and 2008 surveys and the new approach taken in 

2011 in relation to attitudes and behaviours, highlight that although the ANZ 

research and the National Strategy has used the term financial literacy, issues 

beyond mere knowledge have been raised. This asserts the earlier argument 

that ‘capability’ is a more valid term when referring to knowledge, skills, 

behaviours and attitudes. The Financial Literacy Taskforce took note of the 

earlier findings from the ANZ research and one of their reports which is 

discussed later explored individuals’ abilities, understandings, attitudes and 

behaviour in regard to using and managing money, rather than just their 
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knowledge or literacy in relation to these areas. These findings also support an 

argument that if levels of taxation literacy are to be explored, then levels of skill 

and confidence also need to be explored and measured as it is apparent that 

both are important aspects for consideration.  

 

From the above discussion, it has emerged that taxation and superannuation 

literacy are areas where there are potentially low levels of understanding or a 

need for further exploration and measurement. However, specific levels of 

taxation literacy need to be explored in order to further develop this theory. 

Research in relation to tax compliance has suggested that personal taxpayers 

are not necessarily confident in the accuracy of their returns even when they 

used an agent and that complexity may cause misunderstandings between a 

taxpayer and their tax agent (McKerchar, 2002, p. 289). So, in order to raise this 

confidence and limit miscommunications it is important for tax administrators 

and tax agents to know what their clients already understand, or alternatively to 

be confident that taxpayers have a base knowledge that can be assumed. 

 

2.5.2 Commonwealth Bank Foundation 

In 2003, the Commonwealth Bank of Australia (‘CBA’) established the 

Commonwealth Bank Foundation to further encourage developments in 

education, especially financial literacy. A national telephone survey was 

conducted with 5,000 Australians aged 16-65 in 2004 (Commonwealth Bank of 

Australia, 2004). The survey found that broadly, annual personal and household 

income is related to levels of financial literacy. It was also found that the 10% of 

the population with the lowest financial literacy are more likely to be: aged 16-

20, male, unemployed or students, with lower education levels, lower annual 

personal income and lower annual household income (Commonwealth Bank of 

Australia, 2004, p. 2). These demographics are broadly consistent with the 

findings of the ANZ surveys discussed earlier.  

 

It was estimated that increasing financial literacy by a modest amount amongst 

this 10% would; contribute an additional $6 billion per year to Gross Domestic 

Product (‘GDP’) and create over 16,000 new jobs (Commonwealth Bank of 
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Australia, 2004, p. 2). This assertion is an important one from an economic and 

social perspective, but also from a tax perspective. The report from the survey 

argued that these economic benefits would flow from “improved decision 

making in the workforce, resulting in improved productivity, less capital wastage 

with improved decisions on starting new businesses and home purchasing, and 

increased flow of funds to Australia’s more profitable businesses via better 

saving and investment decisions” (Commonwealth Bank of Australia, 2004, p. 

2). From a tax perspective this would mean an additional $6 billion per year in 

potential tax revenue base for the Government, as well as potentially 16,000 

additional taxpayers. It is argued that if the efforts to improve financial literacy 

are going to create new taxpayers and increase revenue base, then it could be 

a risk to revenue to not ensure that these new market participants are 

adequately educated in the taxation system.  

 

In terms of where information was sourced, it was found that for 16-20 year 

olds, with the lowest 10% of financial literacy, the main sources of financial 

knowledge came from family, friends and colleagues (86%), experience/trial 

and error (69%), and schools (68%) (Commonwealth Bank of Australia, 2004, p. 

2). This finding highlights that there may be gaps in financial literacy research in 

terms of where individuals gain their information from and the impact this has on 

positive financial decisions. There has been some Australian research in 

relation to sources of information on tax which found that those on lower income 

potentially relied more on family and friends for advice on tax matters 

(Freudenberg, 2009, p. 29), though this study was limited to the arts sector. 

Consequently, there could be potential risks to government and revenue 

authorities if these findings (in relation to a reliance on friends and family for 

information) are true in more wide-ranging studies.  

 

Broadly the findings of the Commonwealth Bank Foundation’s research support 

the earlier view from the ANZ surveys that levels taxation literacy could be 

explored further given the potential risks posed to tax revenue base. 
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2.5.3 Financial Literacy Foundation 

 

In 2006 the Financial Literacy Foundation conducted a telephone survey of 

7,500 Australians (Financial Literacy Foundation, 2007a). This survey was 

unique in the Australian context at the time because it was not aimed at 

measuring the level of financial literacy in relation to various products or topics. 

Instead, the aim was to complement existing surveys (such as the ANZ survey) 

and “focus more on participants’ self-assessed ability and confidence versus 

their understanding, attitudes and behaviours about money” (Financial Literacy 

Foundation, 2007a, p. 1). In that respect the survey was more subjective in 

nature rather than an objective measurement of ability in certain areas 

(Financial Literacy Foundation, 2007a). The discussion in this section focuses 

on some of the findings in relation to investing, protecting money and obtaining 

information and advice as they are relevant in the tax and superannuation 

contexts.  

 

In relation to investing, the survey found that although Australians were 

relatively confident with their ability to invest (69%), this confidence was 

reported as substantially less than their confidence to budget (90%) (Financial 

Literacy Foundation, 2007a, p. vii). While this self-assessed confidence to 

invest was relatively high, the survey found that only 34% of adults would 

actually consider both risk and return when investing and only a small 

proportion would consider reputation (6%) and diversification (5%) (Financial 

Literacy Foundation, 2007a, p. 10). Consequently there was a gap between the 

self-assessed confidence to invest and the indicators of actual confidence. The 

survey also found that 46% of participants currently invested in either shares or 

managed funds and 18% were currently paying off an investment property 

(Financial Literacy Foundation, 2007a, p. 10). All of these investment products 

have different tax treatments which can influence their after tax returns and 

therefore an individual’s cash flow position. 

 

In relation to protecting money, Australians reported a high level of confidence 

in their ability to choose appropriate insurance, understand rights and 
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responsibilities and recognise a scam or investment scheme (all above 80%) 

(Financial Literacy Foundation, 2007a, p. 24). However, as the skills required to 

recognise a scam were considered to be the same as for investing, fewer 

people actually recognised key aspects of scams and schemes (such as risk 

and return and understanding financial language) and went ahead with 

investments despite a lack of confidence or ability. The survey therefore found 

that people’s self-assessed ability to protect income was overstated therefore 

they may be at risk of being caught by these investment scams (Financial 

Literacy Foundation, 2007a, p. 24). Purported tax advantages are often used as 

incentives or sales tactics for many investments (such as for share and rental 

property investments) and particularly for risky investment scams. The findings 

from this research appear to indicate a general lack of understanding of 

fundamental aspects that should be considered when investing. This finding 

was mirrored in the findings of the ANZ surveys in relation to risky investments. 

This gives weight to the fact that there needs to be more research on which 

specific aspects of taxation people have a lack confidence, knowledge and 

understanding. The findings also support the argument that there may be 

important taxation aspects of investing that need to be considered and 

measured as part of financial literacy in order to potentially prevent people 

being caught by investment scams. 

 

In relation to obtaining information and advice, the survey found that 68% of 

people had used or were likely to use accountants or tax agents to obtain 

information or advice whereas the percentage was slightly less (54%) for advice 

from financial advisors (Financial Literacy Foundation, 2007a, p. 27). Further, 

the most common reason for seeking information or advice was for assistance 

in completing a tax return. These findings are important because although 

participants were highly confident in their ability to get information and deal with 

financial service providers (greater than 80%), only 64% said they had an ability 

to understand financial language (Financial Literacy Foundation, 2007a, p. 27). 

One of the overall findings of the survey was that people’s attitudes and beliefs 

about money can adversely affect their actual financial literacy and that where it 
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is actual ability that is lacking, effort should be focussed on building confidence 

and competence (Financial Literacy Foundation, 2007a, pp. 48-49).  

 

It has been argued that one of the problems with financial literacy education is 

that even those who are financially literate can make poor financial decisions 

(Willis, 2011). Though this assertion itself is not disputed, it nevertheless 

provides support for the argument that taking a holistic approach to the 

elements of financial literacy is important. The fact that this research shows 

increased confidence is more likely to lead to consumers seeking advice and 

assistance, means that programs which focus on increasing confidence may be 

likely to help those who are already financially literate make better financial 

decisions. From these findings in the work of the Financial Literacy Foundation, 

it has emerged that confidence can be an important aspect of financial literacy.  

 

This concept of confidence or self-efficacy as an important aspect of overall 

financial literacy has been previously explored in international financial literacy 

research as well as in behavioural economic research. A study which explored 

financial literacy and financial confidence and their impact on expectations of 

inflation found that people with low financial literacy also have less confidence 

and shorter financial planning goals (Bruine d Bruin, Vanderklaauq, Downs, 

Fischhoff, Topa and Armantier, 2010). They argue that those with less financial 

confidence may not feel they have the ability to make complex financial 

decisions and that confidence is therefore an important aspect for increasing 

financial literacy (p.399). Van Rooij, Lusardi and Alessie (2011) also found that 

those with more confidence in their financial knowledge have a higher 

propensity to plan for the future in terms of finances.  In terms of confidence and 

its importance when measuring financial literacy (or when determining where 

there might be problems with financial literacy), it has been argued that “self-

reported  confidence often has independent predictive power for financial 

outcomes relative to more objective test-based measures of financial literacy” 

(Hastings, Madrian & Skimmyhorn, 2012, p. 13). Lusardi and Mitchell (2009) 

have also argued there is a strong correlation between self-assessed and 

objective measures of financial literacy. This literature therefore supports the 
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view of the Financial Literacy Foundation that financial confidence is an 

important aspect which should be explored. Additionally, there has been 

academic research which has explored where there are gaps between 

knowledge and confidence (both under and over confidence). Lusardi and 

Mitchell (2006, p. 7) argue that “consumer overconfidence regarding their 

financial knowledge may be a deterrent to seeking out professional advice, thus 

widening the ‘knowledge gap’”. It has also been found that financial literacy 

tends to increase with increased confidence, but that under confidence has a 

significant negative impact on overall net worth (van Rooij, Lusardi & Alessie, 

2011). The above findings and the findings of the Financial Literacy Foundation 

provide support for the argument that self-assessed confidence is an important 

aspect in measuring financial literacy. The literature indicates that confidence 

can be a predictive indicator of financial literacy as well as that over-confidence 

can potentially lead to poor planning and less likelihood to seek advice. It is 

argued therefore that exploring self-reported confidence as it relates to specific 

tax and superannuation aspects may provide additional insights.  

 

This means that there is an argument for the inclusion of a confidence measure 

in any exploration of levels of taxation and superannuation literacy. 

Understanding confidence levels more thoroughly may assist in identifying 

specific financial areas which need to be focused on or improved. Therefore any 

exploration of specific elements of financial literacy should incorporate a self-

assessed confidence aspect. 

 

 

 

2.6 International Perspectives 
 

The importance placed on financial literacy by governments, financial 

institutions and the education sector has not been limited to Australia. There 

has been significant attention given to financial literacy overseas, particularly in 

the UK, US and New Zealand and by the OECD. The following section looks at 
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how some of the international perspectives and research have shaped the 

international and Australian agendas. Instances where taxation issues have 

been mentioned or measured are highlighted.  

 

2.6.1 The OECD International Network of Financial Education 

 

The global emphasis on the importance of financial literacy has resulted in the 

OECD establishing the International Network of Financial Education (‘INFE’) 

and the International Gateway for Financial Education in 2008. The gateway is 

the first international online clearinghouse on financial education (OECD, 2011) 

and contains an array of information on financial literacy from the OECD and 

from many other jurisdictions which have signed up to the project. The OECD 

and the INFE believes there are a number of important reasons why financial 

education and policies have become critically important. Some of these reasons 

are: 

There is an increasing transfer of risks to households which are more 

directly responsible for essential financial decisions for their future 

wellbeing. For example; Increased life expectancy, a shift from defined 

benefit to defined contributions pensions schemes, enhanced individual 

responsibility in credit, health, pensions and insurance products and 

more households investing more income in financial assets. 

An increased amount of uncertainty and sophistication of the financial 

landscape means more complex products and increased supply of 

financial products. 

Apparent low levels of financial literacy and literacy of individuals in all 

countries; Individuals overestimate their financial knowledge and skills, 

lack of confidence of individual in financial institutions and vulnerable 

groups appear to be particularly affected (OECD, 2009, p. 2). 

Many of these reasons have been previously mentioned in this chapter as 

reasons why financial literacy is becoming so important and some are certainly 

present in Australia.  In terms of actual outcomes and actions, the OECD/INFE 

has listed its specific priorities as:  
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Developing international methodologies to assess the level of financial 

literacy and inclusion of the population, developing international 

methodologies to evaluate efficiency and effectiveness of financial 

education programs and ensuring the inclusion of financial education 

programs at schools [including the Programme for International Student 

Assessment  (PISA) exercise] (OECD, 2009, p. 7). 

Further, in its recommendations for ‘Principles and Good Practices for Financial 

Education and Awareness’, the OECD has stated that financial education 

programmes “should focus on high priority issues, which, depending on national 

circumstances, may include important aspects of financial life planning such as 

basic savings, private debt management or insurance as well as pre-requisites 

for financial awareness such as elementary financial mathematics and 

economics and that financial education should start at school” (OECD, 2005b, 

p. Annex Item 3). This recommendation has manifested in the final priority point 

listed above; that financial education is measured as part of the PISA exercise. 

Every three years the PISA assesses the extent to which students in 

industrialised countries; near the end of compulsory education (that is, 15 years 

of age), have acquired some of the knowledge and skills essential for full 

participation in society. Sixty-five countries including Australia participated in the 

2012 assessments.  

 

The proposal was that a financial literacy framework be developed and trialled 

in 2012.  The OECD Financial Literacy Expert Group (‘FEG’) was tasked with 

developing this framework and a draft was released in December 2010. The 

final framework was released and used in a trial in 2012 (OECD, 2012). 

Australia participated in the 2012 trial with representative from ASIC sitting on 

the FEG that developed the framework. Unfortunately to date, the specific data 

from the 2012 PISA trial is not publicly available. However, the results of this 

PISA financial literacy test will be interesting given that the inclusion of financial 

literacy education in Australian curriculums is not yet at the mandatory stage. 

The incorporation of financial literacy in the Australian national school 

curriculum is discussed later in this Chapter.  
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In terms of the financial literacy framework developed by the FEG and to be 

included in the PISA assessment, a review of existing financial literacy 

frameworks from a range of countries (Australia, Brazil, England, Japan, 

Malaysia, the Netherlands, New Zealand, Northern Ireland, Scotland, South 

Africa and the US) was undertaken. It was determined there was some 

consensus internationally on the financial literacy content areas of financial 

education in schools. From this basis it was proposed that there be four broad 

content areas for PISA financial literacy: money and transactions, planning and 

managing finances, risk and reward, and financial landscape (OECD, 2010, p. 

15; 2012). An understanding of the tax system is included as part of the 

‘planning and managing finances’ content area which includes whether the 

student understands: “what government taxes and benefits are, and their impact 

on planning and managing finances” (OECD, 2012, p. 18). It is also included in 

the ‘financial landscape’ content area which refers to “understanding of the 

consequences of changes in economic conditions and public policies, such as 

changes in interest rates, inflation, taxation or welfare benefits” (OECD, 2012, p. 

20). As the specific results of the trial have yet to be published, it is unclear to 

what extent specific understandings of the tax system will form part of the actual 

assessment. However, it is proposed that 25-35% of the content component will 

relate to ‘planning and managing finances’ (OECD, 2012, p. 33). It is also 

unclear to what extent individual questions in the assessment will be 

contextualised to the individual country or to what extent countries will be able 

to determine which particular questions will be given to students. Nevertheless it 

is clear that from the OECD’s perspective an understanding of the taxation 

system should form part of an overall financial education framework. This 

provides support for the emerging theory that exploring the levels tax literacy in 

an Australian context makes an important contribution to the financial literacy 

agenda.  

 

The following parts of the Chapter outlines some of the research and programs 

which have been undertaken specifically in the UK, the US and New Zealand in 
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the area of financial literacy and also highlight any gaps in relation to taxation as 

a component of financial literacy in these regions. 

 

2.6.2 United Kingdom 

 

Research from the UK (and in particular the work of Kempson) has largely 

driven the financial literacy agenda globally. The National Strategy in the UK is 

led by the Financial Services Authority (FSA) which stated that in 2006/07 up to 

10 million pounds would be spent on improving financial literacy (Financial 

Services Authority, 2006, p. 19).15 As part of this, the Money Advice Service 

was established in the UK. This is a government funded service that offers “free 

and impartial advice” sometimes in partnership with other organisations “to help 

people make the most of their money” (Money Advice Service, 2013). The work 

and research undertaken by the FSA and other organisations has been pivotal 

in the development of the OECD taskforce. This financial commitment by the 

FSA is argued to have stemmed, in part, from the results of a UK financial 

literacy survey in 2006 which found that many people were taking inappropriate 

risks, and that the greatest challenges were being placed on those least able to 

deal with them (Financial Services Authority, 2006, p. 3).  

 

In an exploratory study preceding this measurement of financial literacy, the 

FSA argued that a financial capability framework comprises: knowledge, skills 

and attitudes (Kempson et al., 2005, p. 2). This shows that in the UK, the 

framework takes a capability approach which encompasses skills and attitudes 

as well as knowledge and literacy. The definition of financial capability posed by 

Kempson and the FSA was “the ability to make informed judgements and take 

effective decisions regarding the use and management of money” (Kempson et 

al., 2005, p. 13). This is the same definition as that adopted by the Australian 

Financial Literacy Taskforce. The framework posed by Kempson and the FSA 

was also the framework upon which the Australian model was developed. So, 

although it appears there is consistency with a broad framework and definition 

                                                           
15

 In the UK the FSA is funded by a general levy on the regulated financial services industry. 
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of financial, it is in the specifics which are measured and taught where there 

appears to be slight differences between jurisdictions. These are highlighted in 

the next paragraphs.  

 

As found in Australia, the empirical UK research found that financial literacy was 

weakest amongst younger age groups (Financial Services Authority, 2006, p. 

3). One of the findings of the survey was that the number and complexity of 

choices in relation to financial matters has increased dramatically, and that 

through this, many find it hard to understand the risks associated with them 

(Financial Services Authority, 2006, p. 2). ‘Complexity’ is a word that is often 

associated with the Australian taxation system, so it is argued that the same 

could be said in relation to taxpayers and their responsibilities (and choices) 

with regard to taxation matters. Similar arguments have been raised by 

Freudenberg et al. (2012) where it was argued that the variety of choices 

offered (particularly in relation to retirement planning) add to taxpayer’s 

perceived complexity. 

 

The FSA survey did include a small number of questions which were related to 

or alluded to taxation. These included: budgeting questions which listed income 

and other taxes as expenses which might need to be accounted for (Atkinson, 

McKay, Kempson, & Collard, 2006a, p. 39), reference to tax planning in a 

question about seeking professional advice regarding financial matters 

(Atkinson et al., 2006a, p. 39), two questions regarding the application of capital 

gains tax, the tax rate applicable to the sale of main residences (Atkinson et al., 

2006a, p. 57), and reference to taxation issues in a question about seeking 

additional information and keeping up to date (Atkinson et al., 2006a, p. 118). 

This highlights that financial literacy models in the UK have begun to recognise 

that taxation is not an issue which sits entirely outside a model of financial 

literacy. However, despite this, much like in the Australian surveys, taxation has 

not been explored in any detail or depth in the UK.  The report to the FSA 

survey does not refer to the results of the particular tax questions (Atkinson et 

al., 2006b). The only reference in the report is in relation to the question about 

‘keeping up to date’ which found that 38% of respondents felt it was important to 
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keep up to date with taxation changes, but only 31% responded that they 

actually did keep up to date with taxation changes (Atkinson et al., 2006b, p. 

117).  

 

Based on these empirical studies, the FSA argues that the benefits of financial 

literacy are that people are able to make their incomes go further, protect 

themselves through savings and insurance, and be more likely to be self-funded 

in retirement (Financial Services Authority, 2006, p. 4). The FSA further argues 

that they will have less need to intervene because consumers will be less 

vulnerable in the market (Financial Services Authority, 2006, p. 4). So, flowing 

from this, the ATO could have less need to intervene in tax matters if people are 

more capable in tax matters and therefore more compliant if the research 

finding by McKerchar (2002) holds true in relation to unintentional non-

compliance. 

 

In 2005, the ‘National Research and Development Centre for Adult Literacy and 

Numeracy’ issued a research report which presented a review of the provision 

of financial literacy education in England (Coben et al., 2005). The report 

concluded that although there was a wide array of adult financial literacy 

programs being undertaken, further work was needed on the part of 

Government, financial institutions and others on the presentation of financial 

information to make it more “transparent, accessible and understandable by 

non-specialists” (Coben, Dawes, & Lee, 2005, p. 22). It was raised that the UK 

Treasury Report dealing with the modernisation of Britain’s tax and benefit 

system was an example of what the government was already doing in this area 

(Coben et al., 2005, p. 22). It is argued that at least in the UK, taxation is an 

area which is seen as capable of being made more transparent, accessible and 

understandable by the general public and therefore this aspect of the literature 

further supports the argument that taxation should be considered as a 

component of financial literacy. Though it is not certain to what extent these 

attempts in the UK have been successful. 
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The report mentioned above also raised questions about the current 

understanding and research into what financial literacy should be defined as. It 

was stated that there are still questions about the nature of financial literacy 

education and it was argued that further research would be necessary in this 

developing field (Coben et al., 2005, p. 10). This mirrors Worthington’s 

arguments that research should focus more specifically on what the 

components financial literacy should be comprised of and measured against 

(Worthington, 2004).  

 

Another finding from this UK research report is that levels of financial literacy 

were not necessarily aligned with literacy, numeracy and English language skills 

(Coben et al., 2005, p. 6). It was stated that it is possible to be highly literate 

and yet have extremely poor financial knowledge and skills (Coben et al., 2005, 

p. 6). This statement identifies a further gap in the research which could be 

explored through this project. That is, to investigate the extent to which 

individuals are highly literate (in terms of education) yet demonstrate a poor 

knowledge and understanding of the tax system. This highlights the assertion 

that financial literacy involves much more than knowledge and that any model 

requires a component of skills, abilities and understandings. 

 

One of the potential benefits of financial literacy was argued to be that a 

financially capable population will be comprised of “better informed, educated 

and more confident citizens, able to take a greater responsibility for their 

financial affairs and play a more active role in the market for financial services” 

(Coben et al., 2005, p. 20). It is therefore submitted that if these financial 

literacy strategies are successful, more individuals will be taking part in financial 

markets and investments. Further, it is submitted that there is potentially a 

cause for concern from a tax administration perspective given that this financial 

education may not include an understanding of the taxation system’s influence 

on these investment decisions.  

 

This section has explored financial literacy research and agendas in the UK. It 

was found that broadly, the definitions and reasons for the importance of 
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financial literacy are similar to that of Australia. However, some evidence was 

found that taxation aspects were considered important in the measurement of 

financial literacy. This finding supports the theory that although not explicitly 

stated as a component of financial literacy, taxation aspects appear to have a 

place within measurements of financial literacy.  

 

2.6.3 United States  

 

Similarly to Australia and the UK, the importance of financial literacy was 

recognised in the US over ten years ago. Researchers from the Federal 

Reserve Board argued that policy makers are concerned that consumers “lack 

knowledge of financial concepts and do not have the tools they need to make 

decisions most advantageous to their economic wellbeing” (Braunstein & 

Welch, 2002, p. 445). They further argued that from an economic perspective, 

the market can be compromised when consumers do not have the skills to 

manage their finances effectively and that ensuring these participants do have 

the skills will help create a more competitive and more efficient market 

(Braunstein & Welch, 2002, p. 445).  

 

Again, much like in Australia and the UK, the agenda in the US has been led by 

federal government institutions. The US Department of Treasury created the 

Financial Literacy and Education Commission which was tasked with 

developing a national strategy on financial education, a financial education 

website and a hotline (Department of Treasury, 2013). The national strategy 

was released in 2011 and is titled ‘Promoting Financial Success in the United 

States: National Strategy for Financial Literacy 2011’ (Department of Treasury, 

2011). It states that it provides a “vision of sustained financial well-being for 

individuals and families in our nation” and sets the “strategic direction for policy, 

education, practice, research, and coordination in the financial literacy and 

education field” (U.S. Department of the Treasury, 2013). These steps are 

broadly in line with those taken by institutions in the UK and Australia.  
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In the US there has also been the recent introduction to the House of 

Representatives of a new Bill titled the National Financial Literacy Act of 2013. 

The purpose of the act is stated “to provide incentives to encourage financial 

institutions and small businesses to provide continuing financial education to 

customers, borrowers, and employees, and for other purposes” (House of 

Representatives (US), 2013). Notwithstanding this legislation is yet to be 

passed, it is argued that this legislative approach represents a more embedded 

commitment to the improvement of financial literacy than in other countries 

although there is no evidence to-date of how effective it has been. 

 

Taking this slightly different approach, the US appears to have focused much of 

its financial literacy agenda on education and measurements of financial literacy 

for school students. In a 1999 US empirical study it was found that personal 

finance could be successfully taught and that it had a positive impact on 

financial knowledge, behaviour and self-efficacy in school students (Danes, 

Huddleston-Cass, & Boyce, 1999; Huddleston-Cass, Danes, & Boyce, 1999). In 

a follow-up study it was further found that although both male and female school 

students saw the importance of financial literacy and gained similar benefits 

from the program, males were more confident at the outset (Danes & 

Haberman, 2007). It has also been found in a study of college students across 

various states that financial knowledge was a key predictor of future financial 

behaviour (Gutter, Copur, & Garrison, 2010). This raises the question whether 

teaching tax could similarly have a positive impact on tax decision making and 

behaviour and thereby improve after-tax returns on investments. 

 

Although there appears to be strong economic and research based support of 

financial literacy education programs in the US, the Federal Reserve questioned 

the current forms of education programs in place. They argue that while 

financial literacy training programs have grown in number, research measuring 

the effectiveness of the training had not (Braunstein & Welch, 2002, p. 449). It is 

argued that this same research on the effectiveness of training programs needs 

to occur in Australia in order to justify such large levels of government spending 

and to determine effectiveness. Braunstein and Welch argue that ensuring the 
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timing and format of training is correct and supported by measurable outcomes 

is “just as important as ensuring information is available” (2002, p. 445). Since 

these early findings in the US, there has been an uptake of the importance of 

financial education by the National Centre on Education and the Economy, the 

Centre on International Educational Benchmarking and the Council for 

Economic Education. In a report on the status of financial education in schools, 

it was stated that the number of high schools in the US that require a course in 

economics or personal finance has steadily increased during the period 1998 

through to 2011 (Council for Economic Education, 2011). The report highlighted 

the importance of continued improvements in financial education given the 

forthcoming financial literacy aspects of the OECD PISA assessments that were 

discussed earlier.  

 

Research undertaken by members of the Federal Reserve’s Division of 

Consumer and Community Affairs outlined that the elements of financial literacy 

that must be further researched include: 

Who is the targeted audience and what are the group’s information 

needs? 

What does the audience need to know to understand personal financial 

circumstances, identify future goals and implement behaviours consistent 

with the attainment of those goals? 

When is the appropriate time to expose individuals to both general and 

specific information about financial issues and options? 

Where financial literacy education should be provided to reach the 

broadest audience? 

How can financial literacy education be effectively delivered, both at 

specific points in time and over time, to assist households in adjusting 

their financial plan to suit their circumstances? 

How can the effectiveness and impact of financial literacy programs be 

measured? (Braunstein & Welch, 2002, p. 456) 
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These elements listed above mirror some of the arguments that have been 

made in relation to gaps in the Australian financial literacy research which could 

further be explored. This thesis aims to add to the academic literature in the 

context of the first two points: what are the sectors of the population that 

potentially need to be targeted in relation to improving levels of tax literacy and 

which aspects of taxation and superannuation do individuals need to know to 

better understand their financial circumstances?  

 

Although the literature explored from the US perspective did not demonstrate 

any specific instances where tax literacy has been identified as a component or 

specifically measured, it has demonstrated that financial literacy is a priority 

particularly from an education perspective. In that respect it could be argued 

that the US has more developed financial education in the school curriculum 

than Australia. The research has also highlighted the impact that continual 

evaluation and measurement of financial education programs can have on their 

uptake in schools. Finally, the research explored here has reinforced some of 

the earlier arguments in this chapter. This includes the impacts of financial 

literacy on positive behaviour change and the importance of correctly 

determining the needs of consumers in terms of financial education. 

 

2.6.4 New Zealand 

 

The New Zealand perspective could be described as largely consistent with that 

of Australia, although there are a few notable differences. In New Zealand, the 

financial literacy agenda is championed by the Retirement Commission whose 

role was established under the New Zealand Superannuation and Retirement 

Income Act 2001. The statement of intent of the Commission is to “help New 

Zealanders prepare financially for retirement through education, information and 

promotion” (Commission for Financial Literacy and Retirement Income, 2012).  

 

In terms of measures of financial literacy, there have been three major surveys 

of financial literacy in New Zealand undertaken in 2006, 2009 and most recently 

in 2013. These surveys were based largely on the ANZ surveys undertaken in 
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Australia. The financial literacy framework underpinning the surveys was again 

very similar to the UK framework posed by Kempson and also that adopted by 

Australia in its surveys. However, in New Zealand, the framework specifically 

mentioned tax as one of the basic areas of knowledge and also mentioned 

taxation knowledge specifically in relation to financial planning (Retirement 

Commission NZ, ANZ, & Colmar Brunton, 2006, p. 65 & 70). This was outlined 

in the framework as: an understanding of gross/net and how it’s calculated, that 

there is tax imposed (for example simple GST and income tax), an 

understanding of tax on income versus capital gains, deductibility of expenses 

and the use of companies and trusts at the more advanced level (Retirement 

Commission NZ et al., 2006, p. 70). However, because the actual surveys were 

based largely on the ANZ surveys in Australia, in the execution, there were very 

few questions specifically related to tax. The only question that specifically 

related to tax was one question that asked participants about whether a 

person’s gross salary was before or after tax. In the 2013 survey, 87% correctly 

said that gross salary is before tax, which was similar to the 2006 and 2009 

results (Commission for Financial Literacy and Retirement Income, 2013a, p. 

46). The other broadly tax related question was about the amount of New 

Zealand superannuation available to pensioners after tax (Commission for 

Financial Literacy and Retirement Income, 2013a, p. 91). In this sense, 

although their framework outlined an understanding of taxation issues more 

specifically than the Australian framework (which specified it as outside the 

scope); there was little evidence of the inclusion of tax in the actual measures of 

adult financial literacy. Overall, in terms of its survey results, the Commission 

has stated that their levels of financial literacy are largely consistent with those 

results found in Australia (Commission for Financial Literacy and Retirement 

Income, 2012, p. 11) but in terms of comparisons across years, they 

acknowledge that there is still a way to go in improving the literacy of those at 

the lower end. Specifically, they have stated that “the survey indicates it is 

possible to improve financial knowledge, but it may be more difficult and take 

more time to improve financial knowledge from a low base” (Commission for 

Financial Literacy and Retirement Income, 2012, p. 11). The most recent 2013 

survey results indicate that overall financial literacy did not significantly change 
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from 2006 through to 2013, but that there were some positive shifts in financial 

knowledge in the specific areas of budgeting, New Zealand superannuation and 

considerations for retirement (Commission for Financial Literacy and Retirement 

Income, 2013b, pp. 3-4). 

 

Similar to Australia, New Zealand has developed a National Strategy for 

developing the financial literacy agenda. The strategy appears to follow a 

similar format to Australia, in that it sets the scene for what has already 

occurred and outlines its vision, mission and action plan for the future. In its 

strategy they specifically mention taxation issues as part of the range of 

information that people need to live in a modern economy (Commission for 

Financial Literacy and Retirement Income, 2012, p. 4). In some ways it could be 

argued that New Zealand is somewhat ahead of Australia in terms of actions 

going forward. They have released a very detailed 2010 – 2016 Action Plan 

which outlines specific goals, timelines and those agencies responsible for each 

goal (Retirement Commission NZ, 2011).  

 

While not mandated, financial literacy is highlighted by the Ministry of Education 

in their New Zealand National Curriculum as an example of the type of theme 

that could be used for co-curricular teaching programmes. The key 

competencies (outlined as: managing self, relating to others, participating and 

contribution, using language symbols and texts, thinking) can be related to 

specific learning areas such as English, Mathematics and Social Science (New 

Zealand Ministry of Education, 2011). In the official curriculum documentation, 

financial literacy is mentioned specifically in the following context: 

Links between learning areas should be explored. This can lead, for 

example, to units of work or broad programmes designed to develop 

students’ financial capability, positioning them to make well-informed 

financial decisions throughout their lives. (Ministry of Education New 

Zealand, 2007, p. 39) 

Like Australia, this still places financial literacy as a cross-disciplinary aspect 

and not a core learning area. However, the mention of financial capability in the 
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official curriculum is one step further than has occurred in Australia to date 

(aspects of financial literacy in Australian schools are discussed in the next 

section).  New Zealand has agreed to participate in the PISA financial literacy 

trial in 2012. 

 

The New Zealand perspective is in many ways, similar to that of Australia. A 

number of similar surveys have been conducted, a framework has been 

established, a National Strategy was put forward and there have been specific 

steps toward incorporating financial literacy in the school curriculum. However, 

one fundamental difference is that in New Zealand, the Retirement Commission 

has been the consistent organisation dealing with the agenda. In fact, the 

Retirement Commission was renamed as the Commission for Financial Literacy 

and Retirement Income. It is argued that New Zealand therefore has a much 

more coherent and consistent approach and therefore more precise and 

detailed actions outlined in achieving its financial literacy goals. In terms of 

themes emerging in relation to tax aspects, it was found that in New Zealand 

tax aspects were highlighted at the outset as aspects of financial literacy to be 

considered, but were not measured in detail in any of the surveys. This theme 

of recognising tax as part of financial literacy but failing to measure it or include 

specifically in education programs is consistent with the findings in other 

jurisdictions. 

 

The following section explores the extent to which financial literacy has been 

incorporated into education programs in Australian schools and the extent to 

which this includes tax and superannuation aspects. 

 

2.7 Financial Literacy Education Programs in Australia 
 

One of the fundamental goals of many national financial literacy strategies as 

well as that of the OECD is ensuring that financial literacy research, surveys 

and data translates into effective and successful education programs. It has 

also been highlighted that future research should focus on evaluating the 
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effectiveness of financial literacy education programs. The following section 

explores the basis upon and extent to which financial literacy programs have 

been developed in Australia, focussing on the school curriculum. 

2.7.1 National Consumer and Financial Literacy Framework for Schools 

 

In 2005, the Ministerial Council for Education, Early Childhood Development 

and Youth Affairs (‘MCEECDYA’)16 recommended a framework for state 

education authorities in relation to how financial literacy should be incorporated 

into the school curricula for years K-9 (Ministerial Council for Education Training 

and Youth Affairs, 2005). Prior to this framework, there was no formal or 

compulsory study of financial education in schools in Australia (Australian 

Securities and Investments Commission, 2003). The ‘National Consumer and 

Financial Literacy Framework’ was to be integrated in curricula and programs 

across English, Mathematics, Science, Humanities, Business, Commerce, 

Economics, Technology and Enterprise (Ministerial Council for Education Early 

Childhood Development and Youth Affairs, 2011). The most recently revised 

version of the framework was released in 2011 and acknowledges that at this 

stage the framework remains a proposal without specific inclusion in the 

curriculum to date: 

With the development of the Australian Curriculum, there are renewed 

opportunities to engage students in consumer and financial education in 

and across specific disciplines, as well as through the general 

capabilities and the cross-curriculum priorities (Ministerial Council for 

Education Early Childhood Development and Youth Affairs, 2011, p. 8). 

In developing the framework for inclusion in schools, MCEECDYA defined 

financial literacy as “having the ability to “apply knowledge, understanding, skills 

and values in consumer and financial contexts to make informed and effective 

decisions that have a positive impact on themselves, their families, the broader 

community and the environment” (Ministerial Council for Education Early 
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 In January 2012, MCEECDYA was replaced by the Standing Council on School Education and Early 

Childhood (‘SCSEEC’). 
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Childhood Development and Youth Affairs, 2011, p. 10). In an earlier version of 

the framework they stated that: 

The world of consumers is becoming increasingly complex (for example, 

superannuation, personal investments, a more complex tax system, and 

increased applications of new technologies) and research indicates that 

levels of consumer and financial literacy among adults, parents and 

young people alike are insufficient to cope with many of these 

complexities (Ministerial Council for Education Training and Youth 

Affairs, 2005, p. 1).  

This statement shows that superannuation and the tax system have been 

considered at the outset, yet as will be seen, have not been incorporated into 

the detail. 

 

Flowing from research in the UK, the Australian educational framework is based 

on indications that the most important success factor was the program’s ability 

to relate financial education to the existing curriculum and provide opportunities 

to engage in and discuss “real world” financial contexts (Ministerial Council for 

Education Early Childhood Development and Youth Affairs, 2011, p. 11). This 

supports the argument in this project that taxation literacy involves much more 

than providing answers and information in relation to tax matters. In order for 

real learning and understanding to occur, individuals need to be engaged and 

be able to relate learning to real world situations.  

 

The proposed framework to introduce financial literacy into the Australian 

school curriculum has three dimensions: 

Knowledge and Understanding: about the nature and forms of money, 

how it is used, and the consequences of consumer decisions. 

Competence: in a variety of ‘real-life’ contexts, they learn to use a range 

of practical tools and strategies (including IT, digital and online tools) to 

keep financial records, manage their finances on a daily basis, and to 

plan for the future. 



 

61 

Responsibility and Enterprise: students explore what it means to be a 

responsible and ethical consumer and learn how business has legal and 

ethical responsibilities towards consumers (Ministerial Council for 

Education Early Childhood Development and Youth Affairs, 2011, pp. 10-

11). 

The framework as revised in 2011 has made its way (through the work of ASIC) 

into the ‘MoneySmart’ Teacher Package which includes teacher learning 

modules, units of work and other support documents (Ministerial Council for 

Education Early Childhood Development and Youth Affairs, 2011, p. 11).  

 

In terms of the specific aspects of the framework, the sole mention of taxation 

comes under the ‘responsibility and enterprise’ dimension where it is stated 

students will be able to: “explain how, as financially active citizens, they fit into 

the broader economy and society through generating income and paying taxes” 

(Ministerial Council for Education Early Childhood Development and Youth 

Affairs, 2011, p. 18).  

 

It should be noted that because of a recent change in Government there are 

proposed changes to the national curriculum being discussed. The Coalition 

Government recently announced a ‘Review of the Australian Curriculum’ which 

will provide recommendations to the Government in mid-2014 (Australian 

Government Department of Education, 2014). Part of the Terms of Reference of 

the review are that it will consider: “the curriculum content from Foundation to 

Year 12 for subjects developed to date, with a particular focus on the curriculum 

for English, mathematics, science, history and geography” (Australian 

Government Department of Education, 2014). Given this recent announcement, 

there is no guarantee that the National Consumer and Financial Literacy 

Framework will remain in the curriculum specifically (and with the elements as 

defined). Even prior to this most recent announcement, it is submitted that the 

inclusion of financial literacy in the curriculum took a substantial amount of time 

and pressure. ASIC stated that they ‘actively lobbied’ the Australian Curriculum, 

Assessment and Reporting Authority (ACARA) for the inclusion of financial 
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literacy in the existing curriculum and they were mainly successful in the 

mathematics area (Australian Securities and Investments Commission, 2011b, 

p. 20). ASIC stated they would ‘revisit the scope and context of the learning 

descriptions outlined in the National Framework so they are better aligned with 

the Australian Curriculum’s architecture and content links’ (Australian Securities 

and Investments Commission, 2011b, p. 21).  

 

It is submitted that research in Australia could focus on the evaluation of 

financial literacy education modules that currently exist in schools in order to 

give more weight to their importance. This approach appears to be working in 

the US. Given that Australia has agreed to take part in the forthcoming PISA 

Financial Literacy assessment, this delay of the mandatory introduction into 

school curriculums is of concern particularly in the climate of yet another review 

of the curriculum. While this “starting again” approach is disappointing given the 

positive steps that had been made in developing the framework, it allows for the 

possible inclusion of further elements and contexts (such as taxation and 

superannuation) to be included in more detail.  

 

2.7.2 National Financial Literacy Strategy – Education Program Proposals 

 

The following section outlines non-school financial literacy education programs 

that have been introduced thus far in Australia and make comparisons to other 

jurisdictions where relevant. One of the four key elements of the National 

Financial Literacy Strategy was to move beyond the mere provision of 

information and to create programs aimed at creating behavioural change and 

enabling consumers to make better financial decisions. 

 

One of the proposals in the strategy is to take forward the concept of “soft 

compulsion and self-commitment devices” (Australian Securities and 

Investments Commission, 2011b). There is a suggestion that through “setting 

good default options designed to look after the best interests of investors” we 

can work toward preventing people from making poor decisions (Australian 

Securities and Investments Commission, 2011b). The proposal is explained 
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through the ‘nudge’ concept as outlined by Sunstein and Thaler (2008) which 

argues (from a behavioural finance perspective) that a libertarian paternalistic 

approach might be necessary in many aspects of society (including health and 

finance). They state that "the libertarian aspect of our strategies lies in the 

straightforward insistence that, in general, people should be free to do what 

they like and to opt out of undesirable arrangements if they want to do so" yet 

alongside this, "that it is legitimate for choice architects to try to influence 

people's behaviour in order to make their lives longer, healthier, and better" 

(Sunstein & Thaler, 2008, p. 5). The strategy outlines that these ‘soft-

compulsion’ devices can be implemented by industry or government. It gives 

the example of ‘tailored default options’ built in to some existing superannuation 

products which select a default investment strategy. This is similar to the ‘Save 

for Tomorrow’ program in the US.17 This regulatory approach has also been 

touted by other US researchers as a far better approach than financial literacy 

education and is discussed further in the following section. Notwithstanding, the 

work by Sunstein and Thaler has been criticized in some circles as promoting a 

‘nanny-state’ with one commentator suggesting that: 

“If the “nudgee” can’t be depended on to recognize his own best 

interests, why stop at a nudge? Why not offer a “push,” or perhaps even 

a “shove”? And if people can’t be trusted to make the right choices for 

themselves how can they possibly be trusted to make the right decisions 

for the rest of us?” (Kolbert, 2008).  

Even setting good default options assumes some level of basic knowledge 

about the particular product or concept so as to determine whether advice 

should be sought on changing the default option. It also does not necessarily 

prevent those from missing opportunities should the default option actually not 

suit their needs. Setting default options may actually prevent positive 

behavioural change and continue to promote a sense of apathy around those 

particular products. Despite suggesting it as a strategy, there is yet to be any 

                                                           
17

 This opt-in program allows people to commit to putting a fixed percentage of their pay into either a 

higher interest savings account or retirement account. 
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evidence of actual programs being implemented in Australia that use this ‘soft 

compulsion’ approach. 

 

The strategy goes on to outline a ‘personalised money guidance’ proposal to be 

developed by ASIC. The proposal is loosely based on the UK 

MoneymadeclearTM strategy which was launched in April 2010.18 The National 

Strategy aims to provide a ‘less costly’ service and involves the provision of a 

generic ‘personalised money guidance’ service to the mass market. The service 

aims to: 

Give consumers and investors access to tailored financial guidance that 

is free, readily accessible, independent and of high quality, 

Provide this guidance and support in a way that helps consumers set 

goals, act on the guidance and stick with their plan over time, and 

Encourage consumers with more complex needs to seek more 

sophisticated, commercial advice services (Australian Securities and 

Investments Commission, 2011b, p. 42). 

While the strategy acknowledges that this proposal is a first-step interim 

measure, the online nature of the proposal is somewhat contradicted in the later 

discussion where it is acknowledged that “while face-to-face meetings are still 

the preferred method for receiving advice, there is growing interest in email, 

phone and internet based advice” (Australian Securities and Investments 

Commission, 2011b, p. 46). This growing interest in internet based advice may 

have led to the creation of the Moneysmart Facebook page. This social media 

website is used regularly by ASIC to provide information and tips on managing 

money and generating discussion. As of January 2014, the page has 20,128 

‘likes’ (Facebook users who have added the page to their news feed). 

 

                                                           
18

 The Moneymadeclear program resulted from a pilot of a personalised money guidance pathfinder 

which provided personalised support to individuals on money matters via various mediums such as web, 

phone and face-to-face.  



 

65 

The proposals in the National Strategy described above do not outline specific 

topics that would be covered by the service, so it remains to be seen whether 

taxation forms part of it. However, given that the ATO is outlined as a “key 

financial literacy stakeholder” and that retirees are urged to become more 

competent in tax and estate planning (Australian Securities and Investments 

Commission, 2011b, p. 50), taxation aspects must have been considered as 

important or relevant in some context. However, the only context given (in the 

whole document) to the ATO being a key stakeholder is in a footnote to the 

strategy where it is stated that the ATO is “a Government agency that plays a 

role in providing the information and support services that underpin good 

financial literacy” (Australian Securities and Investments Commission, 2011b, p. 

51). It was also noted that University academics and researchers have not been 

identified as ‘key financial literacy stakeholders’ (Australian Securities and 

Investments Commission, 2011b). Given the relative (particularly in Australia) 

lack of academic research in the field, this is argued to be an important 

oversight.  

 

From an adult education context, it is argued that financial literacy education 

programs could benefit from a review of the components included. As 

recognised in the literature, one of the complexities of the discipline is that 

currently there is no single, widely used financial literacy education package for 

adults (O'Connell, 2007). In Australia the current practice is for various interest 

groups (such as banks, finance organisations, government departments and 

community groups) to develop education packages or products either broadly 

covering financial literacy or focusing on specific aspects. These packages and 

products might be internally funded or funded through government (like the 

ASIC programs described above) or private grants. Consumers would then be 

notified of the availability of a product or package through normal advertising or 

through the Moneysmart website which maintains a database of education 

packages and programs. If taxation and superannuation were considered as 

components of a consistent financial literacy framework (and therefore 

measured as part of financial literacy surveys) then it would be more likely that 

those aspects would find their way into these packages and products.  
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From this review of financial literacy education programs in Australian schools 

and more broadly, it has again emerged that although it has been recognised 

that we live in an environment where there are complexities around tax and this 

has the potential to impact on a person’s finances generally, those tax specific 

aspects have not been included in the detail. This provides additional support 

for the theory that the extent to which tax aspects should be incorporated in a 

financial literacy framework should be explored further.  

 

2.8 Limitations and Criticisms of Financial Literacy 
 

Some limitations and criticisms of financial literacy research have already 

emerged from the literature reviewed thus far. That is, notwithstanding the many 

and varied measurements of financial literacy that have been undertaken both 

in Australia and overseas, there is not necessarily a consistent model or 

framework of financial literacy that has been agreed upon. From the literature 

reviewed it has also emerged that financial literacy research lacks academically 

designed projects that can measure behaviour and outcomes. This is agreed 

upon by Willis (2008) as a problem in financial literacy research. Willis (2009) 

further argues that the “predictive belief in the effectiveness of financial-literacy 

education lacks empirical support”. She argues that financial literacy is not the 

answer to global economic crises and that financial literacy is in fact a fallacy 

(Willis, 2008, 2009, 2011). Another argument by Willis (2008) is that the 

purported benefits of financial literacy in the empirical research are skewed in 

the way they are measured and evaluated. For example, knowledge based 

questions do not necessarily predict how a person will behave (that is, knowing 

how to budget and sticking to a budget are entirely different) and in terms of 

evaluation of programs those who have benefited are more likely to voluntarily 

provide feedback.  

 

One of the main criticisms of financial literacy education comes from the 

perspective that the cost of providing education that will result in behavioural 

change is too high. There is an argument that in order to be cost effective and 
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efficient, from a government point of view, programs would need to be “so 

sophisticated for those very complex financial products that the cost would 

outweigh the benefit” (Pinto, 2009; Willis, 2008, p. 201). This argument might 

well apply to tax literacy since it would be considered a more complex aspect of 

financial literacy than basic savings and budgeting. However, as has been 

argued throughout this chapter, financial literacy is not just about knowledge 

and understanding of complex areas, it is also about increasing confidence, 

understanding when to seek advice and being able to communicate effectively 

with one’s advisor. Widdowson and Hailwood agree where they state:  

“the final result (of financial literacy) is not to create financial experts; it is 

more important to equip individuals with sufficient knowledge to make 

sense of financial activities, seek out appropriate information, feel able to 

ask relevant questions, and be able to understand and interpret the 

information that they subsequently acquire” (2007, p. 46). 

 

Another criticism that has been alluded to earlier is that financial literacy 

education programs often include knowledge on products that may not be 

relevant to the individual at that time. This might be argued to result in lower 

financial literacy levels and therefore governments being more concerned than 

necessary. There is an argument that financial literacy measurements and 

education programs should be contextualised as much as possible for the 

individual (Brimble & Blue, 2013). Though agreeing with this, Worthington 

(2013) asserts that consumers should also be “informed about products and 

services, including the increasingly financially sophisticated products and 

services evident today, in which they are yet to partake”. This may help explain 

one of the reasons why tax is often excluded from measurements of financial 

literacy. It may be considered either too complex or not relevant for individuals 

at that point in time. However, it is important to consider whether consumers are 

aware of basic tax aspects that may impact on their overall financial position 

should they make certain decisions in the future.  
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The alternative argument to financial literacy seems to be consistent in that it 

generally looks to a regulatory approach that limits consumer choice and 

therefore moves the burden of the decision away from the consumer. This is 

similar to the arguments made earlier by Sunstein and Thaler (2008) in relation 

to the provision of more default options where consumer decisions are complex. 

The regulatory approach means rather than teaching consumers about interest 

rates and budgeting, governments would regulate financial providers so that the 

choice for consumers to enter into risky transactions is reduced. For example, 

Willis argues that “retirement savings defaults have been more effective than 

retirement savings education and cost little to put in place” (Willis, 2001, p. 428). 

These assertions have been supported by other research (also from the US) 

which supports that greater regulation would be more likely to prevent future 

economic crises rather than changes to consumer behaviour (Pinto, 2009).  

 

Willis (2008) also argues that it may be better to focus on social policy support 

programs for those most at risk as well as programs which highlight marketing 

tactics to be wary of and how to make better decisions. However, it is submitted 

that in order to regulate, there still needs to be data and research undertaken to 

determine those areas which need to be regulated and for which groups of 

people. Financial literacy research and measurements of financial literacy 

therefore make an important contribution in this regard as they help to explain 

those areas which consumers find complex or where they tend to make bad 

decisions.  

 

Willis (2008) argues that this regulatory approach which limits consumer choice 

(rather than a regulation through education approach) is the best way to avoid 

economic problems associated with consumers making poor financial decisions 

(for example the sub-prime mortgage problems in the US). This argument is 

mirrored by Pinto (2009) who makes the assertion that empirical “research 

refutes the assumption that financial literacy education can shape behaviour” 

and that there are a range of reasons consumers have debt problems that are 

unrelated to levels of financial literacy. Notwithstanding this, Pinto (2009) 

concludes by saying that financial literacy education has a place; it just may not 
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be “the” solution to all economic problems and crises. However, it is argued that 

on the whole, financial literacy research and government agendas have not 

proceded on the basis that improving financial literacy is the sole panacea for all 

economic woes. At the outset of this chapter it was argued that financial literacy 

could be just one aspect of ensuring that financial crises of the past are 

avoided. The research reviewed in this chapter has shown that at least in 

Australia, measurements of financial literacy and education programs have 

evolved to ensure the link between knowledge, behaviour and outcomes 

continues to be explored and researched.  

 

These criticisms of financial literacy education appear to come mostly from 

American researchers and also appear to be due to financial literacy education 

in the US being focused in schools. The education programs in schools tend to 

focus on financial knowledge and understanding rather than behaviours and 

skills. However, from the literature reviewed thus far, there is agreement in 

Australia and the UK that measurements of financial literacy should not 

necessarily take a ‘one model fits all’ approach. Similarly, in order for 

government, industry and academics to better understand whether 

improvements to financial literacy actually do give the results they are purported 

to, there needs to be a focus on the range of aspects that comprise financial 

literacy. For example, research into knowledge and understanding components 

as well as those other skilled based components such as confidence, knowing 

when to seek advice and effective decision making. Taking this approach will 

help to avoid some of the criticisms of financial literacy research that have been 

outlined.  

 

The recognition of the importance of a more holistic approach has been agreed 

upon by financial literacy researchers more recently. For example, Worthington 

(2013) recently undertook a review of financial literacy measurements and 

outcomes of education programs in Australia over the last ten years. It showed 

that at least in Australia, there has been a wide variety of financial literacy 

education programs designed which target different aspects of financial literacy 

not just knowledge and understanding. For example the introduction of financial 
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literacy into the school’s curriculum, the ASIC MoneySmart Website programs, 

Department of Families, Housing, Community Service and Indigenous Affairs 

(FaHCSIA) programs, the Saver Plus program from ANZ and FaHCSIA and the 

National Australia Bank’s ‘No Interest Loans Scheme’ (Worthington, 2103). This 

review of the literature demonstrates that continued financial literacy research 

can lead to an environment where a combination of programs and evaluation 

measures are used to create positive outcomes both for individuals and 

governments over a longer period resulting in “generational change” 

(Worthington, 2013, p. 21) and where it is embedded in the culture (Widdowson 

& Hailwood, 2007) rather than a short term fix. It is argued that this is a better 

approach than Willis’s (2008, 2011) argument that regulation and social support 

will achieve more positive outcomes than regulation through education alone.  

 

It was also argued in Worthington’s (2013) report that measurements of 

financial literacy in Australia have tended to move beyond measurements of 

financial knowledge and have begun to incorporate other aspects such as 

confidence and decision making, planning ahead and staying informed. Again 

this supports the view that financial literacy research needs to take a holistic 

approach. This is also suggested by Lusardi and Mitchell (2013) where they 

argue that future researchers “could do well to emulate the more recent rigorous 

field experiments that trace how both knowledge and behaviour changes result 

from additional purpose–designed financial information and training”.  

 

Recent research which reviews financial literacy measurements and programs 

over long periods of time continues to maintain that there is still work to be done 

in refining frameworks and models of financial literacy. Worthington (2013) 

argues that there is still more to be done in Australia in terms of rigorous review 

of outcomes of programs against control groups and ongoing research into what 

is a suitable framework. Lusardi and Mitchell (2013) agree where they say the 

challenge going forward is drawing out the “causal links between knowledge 

and behaviour” and creating an environment where financial literacy is seen as 

a form of “human capital”. Mandell and Schmid Klein (2009) recognise this 

where they argue that in the current research, the link between improved 
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financial literacy and financial behaviour is stronger than the link between 

financial education programs and financial behaviour. 

 

The current limitations of financial literacy research further support the 

argument that more exploratory research needs to occur. In the context of 

measurement of outcomes, as has been argued throughout this chapter, this 

thesis aims to make a contribution to the refinement of financial literacy 

frameworks which aims to ultimately have the effect of improving financial 

education programs. 

 

2.9 Conclusions 
 

This chapter has explored and analysed the current literature in relation to 

financial literacy in the context of: definitions and elements of financial literacy, 

the importance of financial literacy in an economic and global context. Also 

considered was the measurement of financial literacy in Australia and overseas, 

the incorporation of financial literacy into curriculums and the Australian 

National Financial Literacy Strategy.  

 

Firstly, from the literature explored, it emerged that although there is a broadly 

accepted definition of financial literacy, there is not a broadly accepted or 

consistent model of financial literacy. It emerged there is a gap in academic 

research which defines the precise aspects of financial literacy within those 

broader contexts or frameworks. It was also identified that there is still scope to 

further explore those aspects of financial literacy which are critical to financial 

success and that this is important to the economic and social rewards of having 

a financially literate population.  

 

It also emerged that on almost every occasion, whether in Australia or 

internationally, understandings of taxation issues were considered as important 

aspects of the broader framework. However, it appeared that neither the 

measurement nor educational program aspects considered taxation in any 
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detail. It was not always clear why this was the case. It may have been through 

oversight, convenience or a perception of being too difficult to measure and or 

teach. Nevertheless, this finding supports the theory there is scope within the 

Australian context to explore the extent to which taxation should fit within a 

financial literacy framework.  

 

In terms of the Australian research explored, it emerged that an understanding 

of taxation issues was considered at the broader level, but only specifically and 

scantily in relation to superannuation. It further emerged through the results of 

those questions in the Australian studies which broadly related to tax issues, 

that there may be problems with tax literacy just like there are problems with 

other aspects of financial literacy that are already measured. Therefore, it is 

submitted that to-date there has not been any thorough or empirical academic 

research which attempts to explore taxation as a specific component of financial 

literacy. Again this supports the theory there is scope within the Australian 

context to explore the extent to which taxation should fit within a financial 

literacy framework. Further, it supports the theory that it is critical to explore in 

more detail the specific aspects of tax which are most important to improving 

financial literacy.  

 

It also emerged in the context of the UK framework and in work undertaken by 

the Financial Literacy Foundation that confidence was potentially an important 

aspect of financial literacy. The literature argued that improving levels of 

confidence had the potential to increase overall levels of financial literacy and or 

result in improved financial decision making. This finding supports the theory 

that any further exploration of tax and superannuation issues as aspects of 

financial literacy would be further enhanced by including an exploration of levels 

of self-assessed confidence. This would allow more meaningful comparisons 

between the two major surveys already conducted in Australia (the ANZ 

surveys and the Financial Literacy Foundation surveys). 

 

The following Chapter outlines the methodological framework which underpins 

this research project. This involves an overview of the theories which have 
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emerged so far through the literature and which are developed further through 

data collection. It also involves a development of those theories into the specific 

research questions this project aims to answer. 
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3 Chapter Three - Research Questions and Methodology 

 

This chapter outlines the theoretical approach taken by the thesis and how this 

approach fits within existing models and frameworks. This is followed by a 

detailed discussion of the research questions which stem from the theories that 

emerged from earlier stages of the research. This is followed by an outline of 

each stage of the research and how these stages will address each of the 

outlined research questions.  

3.0  

3.1 Theoretical Approach 

 

The following section provides a background and overview of the Consumer 

Behaviour Model and the context it is used within financial literacy research. 

This discussion is important because it demonstrates where financial literacy 

research and financial literacy programs sit within a broader academic theory. 

Following this is a discussion of grounded theory and the reasons why the 

current research utilises that approach. 

 

3.1.1 The Consumer Behaviour Model  

 

The model which has been adopted to measure the outcomes of consumer and 

financial literacy programs (over time) in Australia is a form of the Consumer 

Behaviour Model and was put forward by the Consumer and Financial Literacy 

Taskforce in 2004. The specific model posed attempts to take into account the 

fact that success in terms of consumer financial literacy must be measured by 

positive changes in consumer behaviour but that increases in consumer skills or 

literacy do not always lead to changes in actual behaviour (Consumer and 

Financial Literacy Taskforce, 2004a). This link between financial literacy 

education programs and the extent to which they result in positive changes in 

behaviour was highlighted as an important aspect in the literature review.  
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The consumer behaviour model proposed by the Consumer and Financial 

Literacy Taskforce takes into account the fact that there are a range of internal 

and external factors which shape decision making and that mere access to 

knowledge won’t necessarily lead to a change in behaviour. This is as opposed 

to models commonly used in financial economics and accounting disciplines 

which are based around an ‘information asymmetry’ model (Bebczuk, 2003; 

Scott, 2011). The information asymmetry approach would look at financial 

literacy from the perspective of addressing imbalances in information held by 

suppliers and consumers in the market. The consumer behaviour model could 

therefore be argued to take a more comprehensive approach rather than 

focusing only on providing information or knowledge aspects to consumers and 

expecting this will lead to changes in behaviour in all people. The consumer 

behaviour model proposed by the Consumer Financial Literacy Taskforce in 

2004 (at p.9) and upon whose work the current Australian National Financial 

Literacy Strategy is based, is reproduced in Figure 3.1. 
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FIGURE 3-1 Consumer Financial Literacy Taskforce Consumer Behaviour Model  

 

Source: Consumer and Financial Literacy Taskforce. (2004). Australian Consumers and Money - A 
discussion paper. Canberra: Treasury, p. 9. 
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The model is broadly in line with the Adult Financial Literacy Framework as 

posed by the Financial Services Authority and Basic Skills Agency in the UK 

(Basic Skills Agency & Financial Services Authority, 2006). Their model 

incorporates financial knowledge and understanding, financial skills and 

competence and financial responsibility into the overall framework. This 

framework was built upon by Kempson et al. (2005, p. 2) where a further model 

was developed which took into account knowledge and understanding, skills, 

confidence and attitudes as the three key elements that determine behaviour. 

However, their model also recognised that these are all influenced by a 

person’s experience and circumstances, and by their personality. This is similar 

to the ‘Consumer Life Events’ aspect of the Australian model. The model posed 

by Kempson et al. is presented diagrammatically in Figure 3.2. 

 

FIGURE 3-2 United Kingdom Financial Literacy Model  

 

Source: Kempson, E., Collard, S., & Moore, N. (2005). Measuring financial capability: an exploratory 
study. London: Personal Finance Research Centre - University of Bristol, p. 2. 

 

From Figures 3.1 and 3.2, it can be seen that the models take into account 

external environments and factors, socio-economic background, personal 

characteristics, skill levels and choice of information in determining how 

decisions are made by consumers and what their resulting behaviour will be.  



 

78 

 

Focusing on the Australian context now and the model as posed by the 

Consumer and Financial Literacy Taskforce (Figure 3.1), it can be seen that it 

synthesises a range of approaches from a range of disciplines.  It can also be 

seen that there is scope for the existing model to be further refined, developed 

and tested: 

The model can be developed and tested in a collaborative way across all 

sectors. This would include incorporating relevant data streams such as 

research on skill levels (for example, literacy and numeracy levels), 

complaint data (to indicate levels of detriment and access to redress 

services), attitudinal research (such as the ANZ survey) and relevant 

socio economic data. In this way, the Model can be measured and used 

by information providers to determine priority areas and the effectiveness 

of current programs (Consumer and Financial Literacy Taskforce, 2004a, 

p. 10). 

 

This scope for further refinement of the model was demonstrated also through 

the literature reviewed in Chapter Two. Worthington (2004) argues the 

consumer behaviour model put forward by the Consumer and Financial Literacy 

Taskforce hypothesises that external events, socioeconomic background, 

personal characteristics, skill levels and choices of information all shape the 

way decisions in financial services markets are made. In his 2004 study he 

used raw data from the ANZ surveys of adult financial literacy and applied 

ordered logit models in investigating the role of demographic, socioeconomic 

and financial characteristics in predicting the distribution of financial literacy in 

Australian adults. While he found that in most instances the model could predict 

levels of financial literacy at the lower and upper ends given the available 

factors in the data, he concluded that “the power of using the model to predict 

levels of financial literacy could be improved with refinement of the set of 

demographic, socioeconomic and financial factors and covariates” 

(Worthington, 2006b, p. 75). Further, he argued that the “internal reliability of 

standard financial literacy questions could also be examined” as an area of 
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possible further research (Worthington, 2006b, p. 77). These arguments by 

Worthington demonstrate that there remains scope to further refine and improve 

aspects of the model in order to improve its power to predict and or change 

behaviour in a positive way. The discussion also shows it is expected the model 

will be used in a variety of ways and disciplines to move the financial literacy 

agenda forward. 

 

The literature explored in Chapter Two has already highlighted that financial 

literacy is still an emerging discipline both in Australia and overseas. It was 

argued that there is still scope to define elements of financial literacy and further 

explore those aspects of financial literacy which are the most and least critical 

to financial success (Kempson, 2009; Marcolin & Abraham, 2006; Worthington, 

2004). There is also research which has proposed amendments to the 

consumer behaviour model proposed by the Consumer and Financial Literacy 

Taskforce to take into account a person’s cultural background. That is, there is 

an argument that a person’s cultural experiences have an effect on such things 

as: the meaning of money, who they share their money with, management and 

control of money, attitudes to saving, attitudes to spending and credit 

(McKeown, Singh, Shelly, & Myers, 2005, p. 33).  

 

As argued in Chapter Two, as an emerging discipline it is important to ensure 

that all aspects of financial literacy have been considered and also to ensure 

that the data and research available to be used in the model is up to date, 

accurate and has sufficient depth. There is currently little, if any financial literacy 

research which aims to test the model itself and explicitly link financial literacy 

with changed financial behaviour and positive financial outcomes (Worthington, 

2004, p. 17). This research project does not aim to empirically test the 

outcomes of the model, nor use the model to predict levels of financial literacy 

or levels of changed behaviour. Instead, this research aims to explore one 

aspect of the model and consider whether it is providing the most accurate, 

robust and informed data into the model itself. The aspect of the Taskforce’s 

Consumer Behaviour model being explored here is “the things that can help 

me” and includes the things that consumers can learn and the places they can 
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get information (Consumer and Financial Literacy Taskforce, 2004a). Further, 

the literature reviewed in Chapter Two highlighted that there may be a gap in 

terms of whether critical aspects of taxation and superannuation should be 

included as components of financial literacy and therefore as far as the model is 

concerned, gaps in terms of the things that can help consumers on their journey 

to positive behavioural change and financial circumstances. 

 

3.1.2 Grounded Theory 

 

From the literature already explored in Chapter Two and the preceding 

discussion, there appears to be no existing model or theory that specifically 

includes taxation and superannuation aspects as part of financial literacy or 

determines the specific aspects of taxation that should be considered as basic 

elements of financial literacy. The purpose of this research is therefore to 

explore whether taxation and superannuation aspects should form part of a 

financial literacy framework (and therefore part of the Consumer Behaviour 

Model) and if so, which aspects are important to include. It is argued that the 

literature explored in Chapter Two has already begun to provide support for this 

theory. In terms of an overall theoretical approach, the research uses grounded 

theory because it is about exploring and developing a theory rather than 

empirically testing an agreed model and making conclusions based on that 

testing (Seale, 2005, p. 195). Grounded theory is not linear and therefore 

“allows for an emergence of concepts out of the data without a tight structure” 

(Huberman & Miles, 2002, p. 374). In their eminent work on grounded theory, 

Glasser and Strauss (2008) talk about the “intimate connection with empirical 

reality that permits the development of a testable, relevant and valid theory”. It 

has been argued that Glasser and Strauss’s grounded theory approach offers a 

“middle ground in which systematic data collection could be used to develop 

theories that address the interpretive realities of actors in social settings” 

(Suddaby, 2006, p. 634). The purpose of the current research is to refine and 

extend existing models of financial literacy to include aspects of taxation and 

superannuation. Therefore, it is elaborating on an existing theory rather than 
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creating an entirely new theory (both are considered acceptable in grounded 

theory) (Suddaby, 2006). 

 

Though there appears to be a research gap and initial support in the literature 

for the theory that taxation and superannuation concepts should be included in 

a financial literacy model, grounded theory requires a continual gathering and 

analysis of data in order to gain meaning and understanding. It is for this reason 

that Stage One of the research involves focus groups. The aim of the focus 

groups is to further explore and gather data on how individuals view taxation 

and superannuation aspects in the context of financial literacy.  

 

In order to provide some structure for this grounded theory approach, the 

research questions and steps taken to address the research questions have 

been developed with the framework proposed by Silverman (2010) in mind. 

That is, moving from models, to concepts, to theories. The Consumer Behaviour 

Model as the overall framework for financial literacy has been considered and 

from that, and the literature explored in Chapter Two, the concept has been 

developed that all aspects of financial literacy need to be considered in order for 

the model to be as effective as possible. This concept has already been 

asserted in the literature and it is clear there is scope in this emerging discipline 

to explore these aspects further. Another concept which emerged from the 

literature was that financially literate populations are important to economies 

and societies. From these concepts, the possible theory to be explored further 

is that taxation should form part of the components of financial literacy. This 

theory was developed through the literature explored in Chapter Two where it 

was found that there may be a gap in terms of whether it should form part of 

measuring financial literacy and also which aspects should be included.  

 

The second theory to be explored is whether there are specific aspects of 

taxation which fit within the current elements of financial literacy and could 

therefore have similar impacts on levels of financial literacy. The final possible 

theory to be explored from the literature in Chapter Two is that there may be 

similarities in the demographics that have low levels of taxation literacy and low 
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levels of financial literacy. In order to further develop, refine and explore these 

potential theories, a number of specific research questions are developed and 

discussed in the next part of this chapter. Consistent with a grounded theory 

approach, further data (through focus groups) is central in exploring and 

developing these potential theories identified. Through this continuous data 

collection in the qualitative research an initial theory is developed that is tested 

through a survey in the final stage of the research. The next part of this chapter 

specifically articulates the research questions being explored by this project and 

the final part explains the methodological approach used in each specific stage 

of the research. 

 

3.2 Research Questions 

 

Suddaby (2006) argues it is important in grounded theory that there is 

consistency between the research questions and the methodology chosen to 

answer those questions. The following section outlines each of the research 

questions being addressed and this is followed by the section which outlines the 

stages of the research and the reasons for the methodology chosen to answer 

those questions. The problem of the order of presentation of data, analysis and 

theory has been recognised in grounded theory research. Suddaby (2006, p. 

637) recognises the importance of clarifying that the concepts have in fact 

emerged from the study, though the order presented might suggest otherwise. It 

is important to note that although this chapter presents the outline of the 

research questions and theories posed before the following chapters which 

detail the qualitative findings, the concepts and theories developed have 

emerged from the literature explored in Chapter Two and the qualitative 

research undertaken in Chapter Four. That is, the concepts did in fact, emerge 

from the study. 

3.2.1 Research Question One 

 

This research is an exploration of taxation as a component of financial literacy. 

The initial theory that emerged from the literature and that is further explored 
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and developed is whether taxation should be considered as a component in 

measuring financial literacy and therefore form part of implementing financial 

literacy education programs. This theory is expressed as the following overall 

research question: 

Whether taxation should be considered as a component in measuring 

financial literacy? (R1) 

This question stems from the concept that all aspects of financial literacy need 

to be considered in order for the overarching model (Consumer Behaviour) to 

be as effective as possible. The overall aim is to explore whether taxation is an 

important aspect of financial literacy and therefore has the potential to effect an 

individual’s personal wealth. As discussed in Chapter Two, many established 

components of financial literacy involve gaining an understanding of legislative 

environments, standards and compliance with regulations. It is therefore 

explored through the focus groups whether having an understanding of taxation 

falls within the emerging framework of financial literacy. It is suggested that an 

understanding of taxation has the potential to increase personal wealth through 

reduction in tax payable, the ability to compare investment returns after tax, 

reduction in penalties and interest, increased awareness and utilisation of 

available concessions and improved communication with one’s advisor. This 

research is therefore important from both a financial literacy and taxation 

perspective. The literature review highlighted the research gap in terms of the 

broad consensus of what constitutes financial literacy and which components 

are the most and least important to financial success. Secondly, the research is 

important from a tax administration perspective because it attempts to measure 

the level of taxation literacy and identify population groups with low levels of 

taxation literacy and areas of taxation which are not understood. 

3.2.2 Research Question Two 

 

The second research question and proposed theory follows from the 

emergence in the literature and the focus groups that there may be aspects of 

taxation that fit within the currently agreed elements of financial literacy and 

could therefore have similar impacts on levels of financial literacy: 
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Which aspects of taxation fit within the current financial literacy 

framework and could therefore have similar impacts on levels of financial 

literacy? (R2) 

Two sub-research questions flow from this:  

Which types of knowledge and skills are currently considered to be 

components of ‘financial literacy’? (SR1) 

Which specific aspects of taxation should be measured as part of 

financial literacy? (SR2) 

 

3.2.2.1 Sub-research Question One  

 

As part of the grounded theory approach, this research question and proposed 

theory is explored through both the literature review (stage one) and the focus 

groups (stage two). The initial part of the research in the literature review began 

to develop the theory that there is a gap in terms of whether taxation concepts 

should form part of measuring financial literacy. The current literature regarding 

financial literacy was analysed with the purpose of establishing a conceptual 

model for the components of financial literacy in an Australian context. This part 

of the research is important because it helps develop the argument that 

financial literacy is an important and under researched area. In addressing this 

question and gathering data through the literature, instances where 

understandings of taxation issues have been included or measured as 

components of financial literacy were analysed in order to determine whether 

they provide support for the initial theory that taxation fits within the current 

framework of financial literacy. This research question is explored and further 

data gathered through the focus groups in stage two where participants are 

asked to reflect on what they consider to be components of financial literacy 

and whether they see a role for taxation as part of a financial literacy 

framework. This grounded theory approach is appropriate particularly where a 

currently accepted model is not specifically being tested but rather where the 

theory is being developed that aspects of the currently accepted model could be 

improved. Chapter Four concludes with a summary of the findings from both the 
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literature and the focus groups with respect to currently accepted elements of 

financial literacy.  

 

3.2.2.2  Sub-research Question Two 

 

The second sub-research question aims to further explore R2 and refine the 

theory that there are specific aspects of taxation which fit within the current 

elements of financial literacy (but are not already tested) and could therefore 

have similar impacts on levels of financial literacy. Specifically, the question that 

is addressed is: what aspects of taxation are required as part of a financial 

literacy framework? This sub-question is an important step in answering the 

overall research question and developing the overall theory because it 

establishes a proposed base level or model of taxation literacy that can be 

measured in the survey (stage three). This sub-question is also important 

because it provides further data which helps to answer the main overriding 

research question, whether taxation should form part of the measured 

components of financial literacy. Part of the theoretical approach in this project 

is the concept that all aspects of the Consumer Behaviour Model and financial 

literacy framework must be accurate, robust and have sufficient depth if the 

model is to have a positive impact on consumer behaviour. It is this stage of the 

research which aims to provide an original contribution to the refinement and 

development of the model. This research question is mainly addressed through 

the focus groups (stage two). The focus group methodology is discussed in the 

next section of this chapter and the results are discussed in detail in Chapter 

Four.  

 

3.2.3 Research Question Three   

 

This question aims to test the final proposed theory developed through the 

literature and the initial stages, that there may be similarities in the 

demographics that have low levels of taxation literacy and those that have low 

levels of financial literacy. This is expressed as the following research question: 
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Are there similarities in the demographics that have low levels of taxation 

literacy and those who have low levels of financial literacy? (R3) 

This research question explores, through a survey, aspects of taxation and 

superannuation literacy from a sample of the population. The measure of 

taxation literacy is drawn from the theory developed in the focus group stage. 

That is, having established and proposed the components required for taxation 

literacy through the focus groups, an initial test of the theory is conducted 

amongst a sample of taxpayers. This part of the research is important because 

it enables conclusions to be drawn about the level of taxation literacy in 

Australia and whether or not there are demographics that have particularly low 

levels of taxation literacy. A number of specific sub-research questions which 

are answered through the survey data have been developed and are explained 

below.  

 

3.2.3.1  Sub-research Question Three 

 

Data gathered from the survey in stage three is analysed and synthesised in 

order to create a tax literacy score for each survey participant. This enables the 

following sub-research question to be addressed: 

What is the level of tax literacy in Australia and are there demographics 

which have particularly low levels of tax literacy? (SR3) 

The tax literacy score is used as the variable in order to determine whether 

there is a relationship between the tax literacy score and specific demographics. 

This enables the research to explore the theory that was developed in the 

earlier stages that there may be similarities (compared against recent measures 

of financial literacy) in the population groups which are found to have low levels 

of taxation literacy. The determination of the tax literacy score from the survey is 

detailed in Chapter Five. 

 

 

 

 



 

87 

3.2.3.2   Sub-research Question Four   

 

In order to further develop and gather data in relation to the theories posed in 

R1 and R2, the survey results are analysed in order to determine whether there 

are any aspects of taxation which have particularly low levels of understanding. 

This is expressed as the following research question: 

Which specific aspects of taxation have particularly low levels of 

understanding? (SR4) 

Any of these aspects which are identified are further analysed in order to 

determine whether this is limited to particular demographics. This aspect of the 

research adds more specific evidence to the existing literature which has 

identified that tax and superannuation are broad areas where people have 

difficulties. This aspect also provides support for the argument that those 

aspects should be included in future measures of financial literacy in order to 

ensure the model is robust and reliable. 

 

3.2.3.3   Sub-research Question Five 

 

Flowing from the literature, the survey also explores the extent to which there 

are asymmetries between people’s perceived confidence in understanding 

taxation concepts and their actual levels of understanding. This is expressed as 

the following research question: 

Is there a link between perceived confidence in understanding taxation 

related concepts and actual levels of understanding? (SR5) 

This is an important aspect to explore as it was highlighted in the literature that 

within the financial literacy context asymmetries often exist between confidence 

and ability which can impact on improving levels of financial literacy. The 

development of this theory is further explored in the focus groups to determine 

whether there is a lack of confidence in understanding tax issues. Again, both 

specific concepts as well as demographics which have particularly high levels of 

asymmetries here are identified and discussed.  
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The conclusions drawn from stage three (survey) of the research draw together 

the qualitative and quantitative findings in order determine whether the theories 

developed are supportable. That is, it answers the overriding research question 

(R1): Whether taxation aspects should form part of the components of financial 

literacy and therefore be included in measuring financial literacy and in 

implementing financial literacy education programs.  

 

The following section outlines the specific stages of the research which are 

undertaken in order to answer each of the research and sub-research questions 

outlined in the preceding section. 

 

3.3 Stages of the Research 

 

The overriding theory being explored as stated through research question R1 is 

whether taxation should be considered as a component in measuring financial 

literacy and therefore in implementing financial literacy education programs.  

The overall aim is to establish that taxation is an important aspect of financial 

literacy and has the potential to affect an individual’s personal wealth. It was 

also highlighted in the literature that although the majority of financial decisions 

and tools included as components of financial literacy have taxation 

consequences, taxation has never been measured as part of Australian 

financial literacy measures in the past. 

 

3.3.1 Stage One – Literature Review 
 

The first stage in gathering data and determining the theories that emerged was 

conducting a literature review. This stage is particularly important as part of the 

grounded theory approach as it enables initial theories to emerge from the 

literature. This was carried out in order to establish firstly whether there is a 

research gap in the extent to which taxation issues should form part of a 

financial literacy model and also the extent to which current measures of 

financial literacy highlight that taxation issues could have similarly low levels of 
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understanding among certain demographics as other aspects of financial 

literacy. Specifically, through the literature a conceptual model of the 

components of financial literacy in an Australian context emerged (SR1). 

Further, instances where understandings of taxation issues were included or 

measured as components of financial literacy were analysed in developing the 

theory that taxation is an important aspect of financial literacy (SR2). This stage 

also made suggestions as to where taxation could fit within a financial literacy 

model. It was therefore argued that an understanding of taxation could be a 

component within the knowledge, attitudes or managing money aspects of the 

existing financial literacy model.  

 

3.3.2 Stage Two - Focus Groups 

 

The second stage of the research explores through gathering qualitative data 

whether there is support for the theory that taxation concepts should form part 

of an overall financial literacy model. Though the literature highlighted the 

potential research gaps in this context, focus groups are conducted to gather 

further data in developing the theory that taxation should form part of the 

components of financial literacy (R1). The focus groups also explore in more 

detail what are considered to be important components of financial literacy as 

well as develop a baseline concept of the aspects of taxation which would be 

required as part of a financial literacy framework (R2 and SR2). This stage is an 

important step in answering the overall research question (R1) because it 

establishes a base level or model of taxation literacy that can be explored 

further in the final survey stage. As outlined earlier, the research takes a 

grounded theory methodology; therefore collecting further qualitative data to 

develop the theory is appropriate at this stage. Focus groups are conducted in 

order to gather data around where individuals consider taxation to fit within a 

financial literacy framework as well as which knowledge, skills and capabilities 

in relation to taxation should be included as a base for measuring taxation 

literacy. The literature considers that focus groups provide an opportunity to 

express ideas and opinions freely and that they provide guidance and insight 

into developing a quantitative survey (Neuman, 2006, p. 412). This is the 
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principal reason that a qualitative data collection in the form of focus groups is 

being used within this stage of the research. This stage provides further data to 

support the proposed theory that tax should be a component of financial literacy 

and therefore a more justifiable argument for its measurement. As discovered in 

the literature, many of the current measures of financial literacy (in Australia) 

and therefore education programs have not been conducted according to 

accepted academic research methodologies.  

 

In order to achieve reliability, and as suggested by the literature, focus groups 

are conducted until the data reaches saturation point. These focus groups are 

conducted amongst a sample of individuals which is consistent with the 

representative sample used in the final stage. Also, two or three of these focus 

groups are conducted with tax advisors or financial advisors due to the fact that 

many financial literacy models identified in the literature have highlighted that 

individuals often rely on information obtained through third parties such as 

advisors (ANZ, 2008). Information gained from these focus groups with 

practitioners enables the base level of taxation literacy to take into account the 

types of information required to effectively communicate with a tax advisor or 

financial advisor. It has been suggested in the literature that in a financial 

literacy context, qualitative research provides a “more realistic picture of 

people’s financial literacy than most of the quantitative research” (Kempson et 

al., 2005, p. 10). By developing a model or base level of taxation literacy 

through qualitative focus groups it is envisaged that a ‘realistic picture’ for 

measurement via quantitative methods, can be achieved. Although extremely 

common in social science research, qualitative research is not without its 

criticisms. However, qualitative research and in particular focus group research 

is considered scientific research in the sense that it is a “disciplined process that 

is systematic and verifiable” (Krueger & Casey, 2000, p. 198). Ensuring validity 

is important in ensuring that the focus groups have achieved their stated 

purpose in providing a valid and justifiable model for measurement in the final 

stage. The literature suggests a number of processes to ensure validity of focus 

group data. These processes include: pilot testing focus group questions, using 

experienced researchers for the project, ensuring that participants were given a 
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summary of their comments, and using systematic analysis procedures 

(Krueger & Casey, 2000, p. 202). The details of the procedures, processes and 

analysis techniques used are discussed in detail in Chapter Four. 

 

3.3.3 Stage Three– Survey 

 

The third stage of the research builds upon the theories developed in stages 

one and two. It aims to measure the current level of taxation literacy in Australia 

and therefore further explore and develop the theory that there may be 

similarities in the demographics that have low levels of taxation literacy and 

those who have low levels of financial literacy (R3). In order to measure the 

level of taxation literacy and provide an initial exploratory testing of these 

theories, a quantitative survey methodology is utilised. The outcomes from the 

focus groups are used to develop the survey questionnaire. This process of 

utilising focus groups to develop the framework for the questionnaire is 

consistent with the process used by the FSA in their 2005 baseline survey of 

financial literacy (Kempson et al., 2005). A simple scoring system is utilised for 

those questions which are knowledge based. This system was used in the UK 

Skills for Life Survey undertaken in 2003 as well as in the ANZ Surveys of 

Financial Literacy in Australia (ANZ, 2003, 2005b; 2008; Deparment for 

Education and Skills, 2003). This involves allocating a score or rank for each 

question and then assigning each individual an overall score so as to determine 

their overall score. Although this system has been argued to be less appropriate 

for testing financial literacy due to the focus on behavioural questions, it has 

also been argued to be appropriate where survey questions can be marked as 

right or wrong (Kempson, 2009; Kempson et al., 2005, p. 54). Marcolin and 

Abraham (2006) also suggest that an approach to test respondents’ levels of 

understanding would be to set a benchmark for the entire sample population by 

using ‘exam-type’ questions and for the interviewer to rate scores or marks 

accordingly. It is therefore argued that in measuring taxation literacy in 

Australia, this scoring methodology is appropriate for those knowledge based 

questions. Further detail about the design of the survey questions is provided in 

Chapter Five. 
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The data gathered from the survey stage is compared against recent measures 

of financial literacy in order to determine whether there are similarities or 

differences in the population groups which are found to have low levels of 

taxation literacy. Also, the specific areas of the base model which are found to 

have low levels of literacy are also identified. The data is analysed in Chapter 

Five using conventional descriptive association analysis techniques. The 

conclusions, discussed in Chapter Six draw together the qualitative and 

quantitative findings of the research in order present the final theories that have 

emerged through the literature and data gathered. 

 

3.3.4 Ethical Clearance 

 

According to the National Statement on Ethical Conduct in Human Research 

any research involving human participants in interviews or focus groups needs 

appropriate Ethical Clearance (National Health and Medical Research Council, 

2007). This Ethical Clearance was sought from the University of Southern QLD 

(USQ) Human Research Ethics Committee (as the employee institution of the 

researcher) for the focus group research and from the Griffith University Human 

Research Ethics Committee (as the institution through which the researcher is 

enrolled for this dissertation) for the survey research. Further supporting 

approvals were granted to undertake the research from each Committee.  

 

For reference, relevant documents can be found in the following Appendices: 

 Focus Group Participant Information Sheet, Consent Form and 

Demographic Information Sheet (Appendix A).  

 Focus Group Discussion Guide (Appendix B).  

 Online survey instrument including the Information Statement and 

Informed Consent page (Appendix D). 

 Focus Group Ethical Clearance documentation (Appendix F). 

 Survey Ethical Clearance documentation (Appendix G). 

 

http://www.nhmrc.gov.au/publications/synopses/e72syn.htm
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The following section outlines the contributions across various relevant 

stakeholder groups that this research is proposed to make. 

 

3.4 Contributions 

 

By taking a grounded theory approach, the research makes an important and 

original contribution to the further refinement and development of the Consumer 

Behaviour Model and therefore future financial literacy frameworks. It is hoped 

that this research can be incorporated into future use of the model and the 

theories developed tested empirically in future research.  

 

It is submitted that this research provides an original and valuable contribution 

to the emerging financial literacy discipline. As highlighted by Worthington 

(2006), there is scope for the measurement of financial literacy to be refined 

and further tested in order to better predict financial literacy both nationally and 

within specific demographics. This research therefore aims to develop the 

theory that the inclusion of certain tax aspects within a financial literacy model 

has the capacity to further enhance educational tools designed from the model 

as well as the potential to further increase levels of financial literacy (through a 

more robust and refined model). This research is providing further enhancement 

to the financial literacy model by refining the “internal reliability of standard 

financial literacy questions” (Worthington, 2004) and by ensuring that all 

relevant aspects of financial literacy have been canvassed. Earlier the literature 

identified (through the ANZ surveys of adult financial literacy) that there were 

potential gaps in participants’ understanding of tax and superannuation 

concepts. This research therefore intends to determine how important those 

gaps are in terms of one’s overall financial literacy and then measure the levels 

of tax literacy in Australia.  

 

In the tax discipline this research makes an original contribution because it 

provides a detailed breakdown of the levels of tax literacy in the population that 

is highly useful and relevant for tax advisors, financial planners, financial 

counsellors and the Australian Taxation Office (‘ATO’). In Chapter Two it was 
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highlighted that when providing advice to clients whether that be in the capacity 

of an accountant, financial planner or financial counsellor, understanding the 

level of knowledge the client brings is important to both effective communication 

and providing high quality advice. This research therefore provides these key 

stakeholders exploratory data not only about the levels of tax literacy in a broad 

sense but also in relation to specific areas of tax (for example, understanding of 

broad aspects of tax, deductions, superannuation, negative gearing). If an 

advisor, planner or counsellor already knows the likelihood that a person from a 

specific demographic will or won’t understand a particular concept, they can 

tailor their communication with that information in mind. 

 

In terms of broader government policy this research makes an important 

contribution because it develops the theory that tax and superannuation 

concepts are important aspects to be included in future financial literacy and 

literacy education models. This is important for ASIC as it moves forward with 

the financial literacy agenda in Australia. Building financial literacy and literacy 

education packages, tools and information for the public and key stakeholders 

is more effective with the use of a more robust and complete financial literacy 

model that is based in academic research. 

 

This research also make san important contribution to the national education 

agenda in Australia. The inclusion of financial education in the new national 

curriculum is an important milestone in the financial literacy discipline.  In 

developing the theory that tax and superannuation concepts are important 

aspects of financial literacy and therefore should be included in the national 

curriculum. It is argued this will enhance the current aspects of the curriculum. 

Including these additional tax and superannuation aspects on the basis of this 

academic research will ensure the new national curriculum is in-line with the 

specific financial literacy components being posed in this research project. It will 

also provide educators detailed information as to the specific demographics and 

basic tax concepts which might need to be targeted in financial literacy 

education programs. 

 



 

95 

This section has highlighted the original contributions this research project will 

make across a broad range of key stakeholders. 

 

3.5 Conclusion 

 

This chapter outlined the broad theoretical framework upon which this thesis is 

based. At the outset, the Consumer Behaviour Model as posed by the 

Consumer and Financial Literacy Taskforce in 2004 was outlined and 

explained. It was then detailed how this research fits within and helps to refine 

the model for future use through a grounded theory approach. The theories 

explored and developed through the initial stages along with the research and 

sub-research questions were subsequently outlined with links back to the 

literature and theoretical approach. The next section of the chapter outlined the 

specific stages of the research. The reasons for undertaking that style of 

research were outlined in the context of any relevant literature as well as 

outlining how each stage aimed to address the research or sub-research 

questions and contribute to the development of any emerging theories. Finally, 

the important and original contributions this research aims to make across 

various disciplines and stakeholders were outlined. The following two chapters 

(Four and Five) provide a detailed analysis of the results of the focus groups 

and survey respectively. 
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4 Chapter Four - Focus Groups 
 

4.0  

4.1 Introduction 

 

As outlined in Chapter Three, the focus groups were conducted in order to 

address the following research questions: 

 Whether taxation should be considered as a component in measuring 

financial literacy? (R1) 

 Which aspects of taxation fit within the current financial capability 

framework and could therefore have similar impacts on levels of financial 

literacy? (R2) 

 Which types of knowledge and skills are currently considered to be 

components of ‘financial literacy’? (SR1)  

 Which specific aspects of taxation should be measured as part of 

Financial Literacy? (SR2) 

Though not providing empirical evidence as such, the focus groups also provide 

qualitative data in respect of the following research questions: 

 Which specific aspects of taxation have particularly low levels of 

understanding? (SR4) 

 Is there a link between perceived confidence in understanding taxation 

related concepts and actual levels of understanding? (SR5) 

 

The literature explored in Chapter Two was the starting point in developing the 

theory that taxation should be considered as a component in measuring 

financial literacy (R1). The results from the focus groups aim to provide further 

qualitative data to help support this theory. The focus groups explore two sub-

research questions. Firstly, they provide empirical data which explores the 

components of financial literacy (SR1). This makes a contribution to the 

financial literacy discipline in Australia from an academic perspective. Secondly, 

the focus groups aim to determine which specific aspects of taxation should be 

measured as part of financial literacy (SR2). This is empirical data which not 
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only makes a contribution independently, but also ensures the design of the 

survey is based on academic research. The survey being undertaken in the final 

stages of this research sets out to measure the level of tax literacy in Australia. 

The focus groups were conducted to inform the design and development of the 

survey questions. Through these focus groups it was hoped to generate themes 

around the research questions and thus develop more refined and valid 

questions for the quantitative survey.  

 

This chapter outlines the approach to conducting the focus groups by outlining 

the process for designing the discussion guide, selecting the participants and 

then testing the discussion guide. Secondly this chapter outlines the method 

through which the results from the focus groups were analysed. Finally, this 

chapter presents the findings and themes gathered from the focus groups by 

looking at the results from each discussion question separately and then 

conclude in relation to overall findings in the context of the research questions 

being addressed. 

 

4.2 Discussion Guide 

 

To provide structure for the focus groups, a ‘Focus Group Discussion Guide’ 

was developed (see Appendix B). The discussion guide was formulated after 

careful consideration of the literature in Chapter Two and the overall research 

questions being addressed. The Discussion Guide was intentionally split into 

two parts. The questions listed under Part One aimed to address the following 

research questions: “Whether taxation should be considered as a component in 

measuring financial literacy?” (R1) and “Which types of knowledge and skills 

are currently considered to be components of ‘financial literacy’?” (SR1) 

Participants were asked whether they agreed with the definition of financial 

literacy as provided and what they saw as being the components of financial 

literacy. This discussion was important because it provided participants with a 

background and therefore provided the discussion with a scope as being 
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focused on financial literacy. Any data gathered from these initial questions19 is 

also important in adding to the academic literature on financial literacy in 

Australia. 

 

Within the discussion guide, questions relating to the role of taxation as a 

component of financial capability are important because they provide data in 

relation to: “Whether taxation should form part of financial literacy” (R1). In 

Chapter Two it was highlighted that there are some gaps in terms of whether 

taxation should be a measured component of financial capability and there was 

also evidence from some surveys that there could be concerns with the level of 

literacy in relation to taxation issues. Therefore any qualitative data gathered in 

relation to this particular question go some way in determining whether taxation 

is (or should be) an important aspect of financial capability. 

 

The second part of the discussion guide was focused upon addressing the 

following research questions: “Which aspects of taxation fit within the current 

financial capability framework and could therefore have similar impacts on 

levels of financial literacy?” (R2) and “Which specific aspects of taxation should 

be measured as part of financial literacy?” (SR2) Participants were therefore 

asked to discuss their (or their clients) overall level of understanding of the 

taxation system and how they considered this compared to the general 

population. Although it was considered that some useful information would be 

gathered, the real purpose of this question was to set the scene and ‘jog 

memories’ in relation to the final question which asked which specific aspects of 

the taxation system participants considered would be important for someone to 

be considered financially capable. This final question was important because it 

provided the data needed to design a valid survey instrument to measure the 

level of taxation capability in Australia.  This process of designing a questioning 

route which moves from general to specific is consistent with the approach 

suggested by Krueger (2000). In terms of the actual conduct of the focus 

groups, all participants were asked the same questions as per the discussion 

                                                           
19

 Appendix B - Questions 1 – 3 of the discussion guide. 
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guide (except for the pilot first group as mentioned below). It was decided to 

provide participants with a copy of the discussion guide at the beginning of the 

focus group for the purpose of keeping the discussion on track. This technique 

is highlighted in the literature as being a “seen” approach (Stewart, 

Shamdasani, & Rook, 2007, p. 60). 

 

4.3 Selecting Participants 

 

In Chapter Three it was outlined that to increase the validity of the data, focus 

group participants should be representative in terms of the sample of 

participants. However, complete randomisation is not the goal of focus groups. 

“The intent of focus groups is not to infer but to understand, not to generalise 

but to determine the range, and not to make statements about the population 

but to provide insights about how people in the groups perceive a situation” 

(Krueger & Casey, 2000, p. 66). Focus group participants were therefore 

recruited through email advertisements and announcements to staff and 

students at the University of Southern Queensland (‘USQ’). Other participants 

were recruited by providing invitations to accounting and financial planning firms 

in the researcher’s local area of Toowoomba. Through seeking voluntary 

participation it was envisaged that participants were more likely to be willing to 

contribute the required information. This approach is described by Krueger and 

Casey (2000, p, 65) as allowing the purpose of the study to drive the participant 

selection. Overall, there were twenty-five participants in the focus groups. Table 

4-1 provides a detailed breakdown of the participants by age, gender, level of 

education and financial experience: 
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TABLE 4-1 Focus Group Demographics 

Age Gender Employment Education Experience 

35 female full-time university limited financial experience (LFE) 

45 female full-time some university limited financial experience (LFE) 

41 female full-time post graduate limited financial experience (LFE) 

34 female full-time post graduate limited financial experience (LFE) 

69 female part-time some post graduate limited financial experience (LFE) 

45 female full-time post graduate limited financial experience (LFE) 

31 male full-time post graduate limited financial experience (LFE) 

52 female part-time completed high school limited financial experience (LFE) 

54 female part-time some vocational limited financial experience (LFE) 

55 female full-time completed high school limited financial experience (LFE) 

51 female part-time completed high school limited financial experience (LFE) 

41 female full-time post graduate Accountant (ACC) 

52 male full-time post graduate Accountant (ACC) 

23 male full-time some post graduate Accountant (ACC) 

21 female full-time university Accountant (ACC) 

21 female full-time some post graduate Accountant (ACC) 

33 male full-time some post graduate Accountant (ACC) 

44 female full-time post graduate Accountant (ACC) 

32 male full-time post graduate Accountant (ACC) 

45 male full-time post graduate Accountant (ACC) 

36 female full-time some post graduate Accountant (ACC) 

46 male full-time post graduate financial planner (FP) 

31 male full-time post graduate financial planner (FP)  

52 male full-time post graduate financial planner (FP) 

42 female full-time post graduate financial planner (FP) 

 

In terms of gender, in the 2011 census, the ratio of the total population for 

Australia was 49.4% males and 50.6% females (Australian Bureau of Statistics, 

2012a, p. ‘People’), therefore this is broadly consistent with the focus group 

demographics where there were slightly more females than males who 

participated (36% male and 64% female). In the focus groups, 96% of the 

participants were aged between 15-64 years whereas ABS data states that for 

the total population, this percentage is much lower (67.6%) (Australian Bureau 

of Statistics, 2012a, p. ‘Age’). However, this does not take into account that the 

focus groups included only those over the age of 18. In terms of education, the 

proportion of people aged 15-64 years with a non-school qualification was 59% 

as of May 2012 (Australian Bureau of Statistics, 2012b), whereas in the focus 
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groups it was 81%. Again, this does not take into account those between the 

ages of 15-17 who did not participate in the focus groups. The percentage of 

focus group participants with a Bachelor degree or above was 70% whereas the 

national percentage was 23% in May 2010. However, this should be clarified by 

the fact that two focus groups were conducted with financial planners and 

accountants making the demographics in these focus groups more heavily 

weighted to those with professional qualifications. Therefore, while there was 

not a statistically representative spread of total participants in each particular 

demographic, in terms of the research intention of conducting focus groups with 

the defined sample groups (general population, financial planners, and 

accountants) this was achieved. As outlined in Chapter Three it was decided 

that separate focus groups be conducted with general participants, accountants 

and financial planners/advisors as these parties were considered key 

stakeholders in addressing these research questions. In terms of size, the 

literature suggests the ideal (though not crucial) number of participants for a 

focus group is six (Stewart et al., 2007). Although strived for, the first and final 

focus groups ultimately contained four participants after several registered 

participants withdrew at late notice. At the conclusion of these focus groups it 

was felt that given the level and veracity of the discussion which took place, four 

participants provided a more than satisfactory level of quality data. 

 

4.4 Testing the Discussion Guide 

 

The literature recommends focus group discussion guides should be tested for 

validity (Clark & d'Ambrosio, 2003). This is sometimes referred to as 

‘pretesting’. The first focus group conducted was initially treated as a pre-test as 

the participants were representative of the types of participants expected in later 

focus groups. One minor change to the discussion guide was made after this 

pre-test. Question Seven20 was considered by participants (and the researcher) 

                                                           
20

  “What impact/benefit do you think having an understanding of the taxation system would have on 

yours or another’s financial capability?” 
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repetitive in light of Question Four21 and therefore it was decided to remove 

Question Seven from future focus groups. Nevertheless, the data collected from 

the first focus group was included in the overall collection despite the fact that 

an additional question was asked.  

 

While it has been suggested that the most important questions should be asked 

at the beginning of the focus group (Clark & d'Ambrosio, 2003, p. 61), it was 

decided based on the work of Krueger (2000) that it was important that the 

focus groups have structure and build toward the final overarching question 

relating to the elements of the tax system which should be measured.22 Testing 

for time and flow of questions was also carried out. Furthermore, as both the 

researcher and the participants were provided with a copy of the discussion 

guide, the discussion was able to be kept on track. 

 

4.5 Computer Assisted Content Analysis 

 

The use of computer assisted content analysis software (for example NVivo) is 

becoming increasingly more commonplace for qualitative research because of 

the advantages offered in terms of record keeping and validity.  Seale (2005, p. 

189) puts forward four advantages for the use of computer assisted content 

analysis. For this project the following two reasons were considered important; 

speed at handling large volumes of data and for the improvement of rigour, 

including the production of counts of phenomena. It has been suggested that 

although these computer assisted software packages take a quantitative 

approach (to counting and sorting words), their aim is to enhance the qualitative 

outcomes of the focus group data (Clark & d'Ambrosio, 2003, p. 129). In 

                                                           
21

 “What role do you see having an understanding of the taxation system as playing in a person’s overall 

financial capability?” 

22
 This process of designing a questioning route which moves from general to specific is consistent with 

the approach suggested by Krueger. 
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analysing the focus group data because of the advantages offered in terms of 

record keeping and validity, the NVivo23 software package was utilised. 

 

4.5.1 Theory Building through Computer Assisted Content Analysis 

 

As outlined in Chapter Three, the grounded theory approach allows the 

researcher to develop a concept or theory from existing models which can then 

be explored and supported through a combination of literature and empirical 

research (Seale, 2005, p. 195). As discussed in Chapter Two, academic 

research into financial literacy (particularly in Australia) has been limited. It is 

therefore important from a theoretical perspective to clearly articulate that this 

stage of the research is about determining whether taxation is seen as having a 

role in terms of financial capability and specifically what aspects should be 

included. As was discussed in more detail in Chapter Three, taking a grounded 

theory approach has allowed the research to develop a theory which can then 

be empirically tested at a later stage (Glasser & Straus). This emergence of 

theories and themes from qualitative data is consistent with that approach. 

 

All focus group recordings were transcribed and recorded in Microsoft Word 

documents. Transcriptions were coded using the Tree Node Coding structure 

within the software. This involved setting up initial Tree Nodes for each of the 

discussion questions and then gradually building up a number of Child Nodes 

which represented the broad themes of responses received in response to each 

question.  

 

A casebook of participant demographic information was also created and 

uploaded into NVivo as it allowed participant responses to be coded against 

their participant number. This was performed so that data was able to be 

extracted with reference to particular elements of demography at a later stage. 

 

                                                           
23

 NVivo 9 (QSR International Pty Ltd) was used for the purpose of this research. 
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Appendix C depicts the map of NVivo Tree Nodes that was created as a result 

of coding all of the transcribed data. The transcripts were initially coded line-by-

line once to get an overall impression of the broad themes which were 

emerging. On the second reading, the codes were made more specific and 

categorised under each of the relevant Tree Nodes. The map of Tree Nodes 

presented represents the final version upon which the detailed analysis was 

undertaken. Consistent with the suggested analysis approach in the literature 

(Huberman & Miles, 2002, p. 375), the initial analysis resulted a larger number 

of detailed themes (Child Nodes), however duplicate and more specific themes 

were eventually classified into broader, more meaningful themes for the 

purpose of analysis through the third and final reading of transcripts.  

 

In order to analyse and interpret, Matrix Coding Queries were run for each 

separate discussion question by age range, education, financial experience 

(that is, accountant, financial planner) and gender. These Matrix Coding 

Queries were run with reference to the number of occurrences in the data for a 

particular code. This enabled multiple occurrences of a particular theme (code) 

to be seen at a glance to determine whether there were any thematic outcomes 

in relation to particular ages, genders or backgrounds.  These Matrix Coding 

Queries were further analysed to take into account the difference in participant 

numbers for particular groups.24 Additionally, advanced Coding Queries were 

generated for each separate discussion question to enable actual statements by 

participants to be extracted for the purpose of quotation. 

 

The above outline of the approach taken to analyse the data is important 

because it demonstrates the systematic approach undertaken in this stage of 

the research. In taking this systematic, sequential and verifiable approach, it 

has been suggested it is “more likely that another researcher would draw the 

same conclusions and discuss the same outcomes given the same set of data 

approach” (Krueger & Casey, 2000, p. 128). 
                                                           
24

 For example, there was not an even spread of male and female participants, therefore the raw data 

which showed the number of occurrences of a particular theme was scaled in order to take this into 

account. 
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4.6 Results 

 

The following section details the results of the focus groups. Each discussion 

guide question is addressed in detail outlining the most common themes that 

emerged from each. In turn observations are also be made about how different 

demographic groups responded. 

4.6.1 Question One - Meaning of the term ‘financial capability’ 
 

Overall the question generated a relatively low level of relevant discussion 

amongst focus group participants compared with other questions.25 This may 

have been because for some of the participants financial capability may have 

been a new term for them or alternatively because it was the first question. The 

most common response from participants was that they agreed with the 

definition of ‘financial capability’ that was presented on the discussion guide.26 

In analysing the data from this question, it was evident that some of the 

comments were either not necessarily directly in response to the question or 

related to later questions. Participants talked about what financial capability 

meant to them, why they thought it was important, where they thought financial 

capability was learned from and whether they thought they were financially 

capable or not.   

 

The most common response was that participants saw financial capability as 

something that was very much situational. Comments therefore centred on 

people knowing what was relevant to their own situation and therefore knowing 

when to seek help: 

It’s a bit like knowing what you don’t know. If you don’t understand superannuation, then 
you need to seek advice.  If you don’t know about insurance – so there’s degrees of 

                                                           
25

 This question generated the lowest number of coded responses.  

26
 Note that at the time of conducting the Focus Groups, Financial Capability was seen as a more 

appropriate term than Financial Literacy, however since that time the Australian Government has begun 

to use the term Financial Literacy more widely and in their national framework. It was therefore decided 

after the focus groups that the research would refer to Financial Literacy for consistency. 
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capability… (M, 31, LFE) 
 
So I think it’s about people developing enough skill to know where they could seek 
information.  It mightn’t always have an added cost initially to them. (F, 44, ACC) 
 
Making people aware of where they can seek that …[information]. (F, 45, LFE) 
 
You have to know where to go and get that information.  I think one of the points I got 
was that it should be ongoing.  Your life changes and you need to keep revisiting it.  
That information has to be responsive to the situation you’re in at that time if you like. 
(M, 31, LFE) 

 

The second most common theme to emerge related to overall levels of financial 

capability, with participants agreeing it was an important issue which should be 

addressed by society. That is, participants responded to the initial question in 

the positive (agreeing with the definition of financial capability presented), but 

then added some further comment about their concerns regarding people’s 

level of financial capability. For example: 

I don’t think they have a good program for teaching financial capability, financial literacy 
in high school.  It’s virtually nothing as far as I’m concerned. (M, 31, LFE) 
 
I think in the absence of education, like school education about this stuff, you’re going to 
continue to have the divide. (M, 45, ACC) 
 
I think the education system has got a huge hole in it in relation to just managing one’s 
personal finances. (M, 52, FP) 
 
A lot of people know all the right stuff to do and what not to do and still chose to do 
other stuff. (M, 52, FP) 
 
I mean their intellectual capacity is probably there, but not as an intellect, kind of thing. 
They haven’t studied it, as such, they’ve just picked it up through knowing the system 
and things like that. (F, 45, LFE) 

 

The third theme that emerged was statements about having learned their 

existing financial knowledge from their families. Again, participants initially 

responded to the question about the definition of financial capability, but 

supplemented this with a statement about how financial knowledge or capability 

was dealt with (positively or negatively) either in their own families, other’s 

families or past experiences: 

[I] think women do that possibly more, although there’s big problems with the 
superannuation for women particularly, lots of women like myself who have broken up 
and I never took super, or went into my husband’s because he was going to look after 
us in our old age, so I lost that.(F, 41, LFE) 
 
[You] learn money management from your parents. (F, 21, ACC) 
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A lot of mine is probably a learnt behaviour from your parents, like other participant was 
saying before, saving, or not having a credit card and I happen to be married to 
someone who’s come from the same background so he still hasn’t got a credit card or a 
chequebook.(F, 35, LFE) 
 
We were rather too genteel to talk about money, so I think, and I’m not saying that in a 
haughty kind of way, I’m saying that really it was a deeply middle-class thing that we 
didn’t talk about money you just did what you did.(F, 41, LFE) 
 
If you were a girl I think in my generation, you particularly didn’t talk about money. (F, 
34, LFE) 
 
My parents never talked about money in front of me, but they argued like hell after I 
went to bed and I would hear the arguments and the problem with that is they were in a 
business where there was cash flow liquidity issues. (F, 41, LFE) 

 

These statements support literature (Vyvyan & Brimble, 2007) which has 

argued that financial capability could very much depend on a person’s family 

situation and their experiences growing up. It should also be noted that all those 

statements which related to money and or finances being something which was 

not talked about as much, came from women. Again this is consistent with the 

literature. 

 

The fourth theme related to financial capability being about ensuring a person 

was able to minimise their financial risk. When posed the question about the 

definition of financial capability presented, a number of participants added a 

statement which suggested financial capability was in the most part about 

‘keeping out of trouble’: 

It’s capable of keeping yourself out of trouble, keeping the budget balanced, kind of 
thing. (F, 45, LFE) 
 
Having an awareness of risks, how to manage them and various things. (M, 31, LFE) 

 

This supports the earlier arguments in the literature (ANZ, 2005b) that 

managing financial risk and preventing financial difficulty are two of the potential 

positive outcomes of being financially capable. 

 

The final theme which emerged related to the difference between financial 

capability and financial literacy. Interestingly, it was mainly financial planners 

and accountants that picked up on this difference in terminology: 
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A lot of people know all the right stuff to do and what not to do and still chose to do 
other stuff. (M, 52, FP) 
 
By going from literacy to capability, like it implies capacity also to earn so not just 
knowing about finances but actually… (M, 46, FP) 
 
For being able to put it into practice, you can have the literacy but to have the capability 
to put it into practice. (F, 41, ACC) 

 

Apart from the earlier comment in relation to women identifying finances as a 

topic which is often avoided in families, there did not appear to be any particular 

themes which were more likely to be attributed to gender. Similarly, the analysis 

did not identify any themes more common amongst either financial planners, 

accountants or those with limited financial experience. However, it was noted in 

the analysis that overall, this question was discussed more by those participants 

with limited financial experience (LFE) than accountants (ACC) or financial 

planners (FP).27 It is suggested that this was because for many of the 

participants with limited financial experience, financial capability was a relatively 

new concept and therefore more discussion ensued about its meaning and 

importance. Whereas for accountants and financial planners, financial capability 

was more likely to be a term they had come across or read about before.  

 

The identification of this difference between capability and literacy by 

participants supports the earlier argument in the literature review (Kempson et 

al., 2005) that capability is a more valid term as it captures the ability to put 

knowledge into practice. It is argued that this practical ability is ultimately what 

will ensure a person avoids financial difficulty. 

 

4.6.2 Question Two - What types of skills/knowledge/components do you 

think are needed for someone to be financially capable? 

 

Following the initial introductory question, participants were asked to talk about 

the specific elements they saw as being important parts of financial capability. 

In some focus groups, as a prompt, the question was reworded and asked as “If 
                                                           
27

 The analysis showed that 66.6% of total responses to this discussion question came from those 

participants identified as having no previous financial experience. 



 

109 

you were going to measure someone’s level of financial capability, what sort of 

things would you want to know whether they knew about?” Overall, this 

question generated a high level of discussion compared to other questions.28 

Following analysis and coding, the major themes that arose in response to this 

question were that financial capability should include the components listed in 

Table 4-2. 

TABLE 4-2 Participant's Components of Financial Capability  

Understanding risk vs. 
return  

 

Mathematical skills  

 

Market knowledge  

 
Concepts of supply and 
demand  

 

Understanding debt, 
credit, loans and interest  

 

Understanding what was 
relevant to one’s own 
financial situation  

 Being able to make sense 
of vast amounts of 
information 

 

- understanding how to 
make sense of vast 
amounts of information,  

 

Being able to 
communicate effectively  

 

- Understanding the 
importance of saving  

 
Being able to distinguish 
between wants and 
needs  

 

Being able to budget  

 

Making time for finance 

 

Understanding one’s 
obligations.  

-  

 
 

 

As a result of coding, the five most common responses (in order) were identified 

as: understanding debt, credit, loans and interest, the importance of saving, 

being able to budget, understanding risk vs. return and being able to make 

sense of vast amounts of information. Most of these are consistent with the 

elements of financial capability that have been identified in previous studies or 

measures of financial capability and in the Australian National Financial Literacy 

Framework. For example, in the ANZ surveys of financial literacy in Australia 

and in the National Financial Literacy Framework, there is a focus on budgeting, 

saving and an understanding of credit and debt. Interestingly comments about 

making sense of vast amounts of information were more common than 

comments relating to mathematical skills or understanding the difference 

between wants and needs. 

 

                                                           
28

 The analysis showed this question as having the second highest number of coded responses (77). 



 

110 

For the most common theme ‘understanding debt, credit, loans and interest’, 

participants tended to identify some aspect of avoiding financial difficulty in the 

first instance. For example, the initial response may have been “staying out of 

trouble” and this was supplemented by an explanation that this meant avoiding 

being in too much debt or understanding credit cards, loans, debt and how 

these affect one’s overall financial position. The following selected comments 

represent the tone of the discussions here: 

Fixed versus variable and all the headaches that can cause. (M, 52, FP) 
 
You probably just have to look down the street and see Cash Converters and all those 
sorts of places offering 30 per cent loans, so there are obviously a lot of people who 
don’t understand debt. (M, 33, ACC) 
 
That’s the whole problem with people like individuals that get into a lot of debt, they 
don’t understand as they are going through it, that it’s going to cause them a lot of 
problems in the end. They just want things and whatever, and like private debt mostly. 
(M, 33, ACC) 
 
If you have a fundamental understanding of return you will know when and when not to 
borrow, and at what rates to borrow. (M, 23, ACC) 
 
Good and bad debt, but also what’s the difference between savings and investment. (F, 
36, ACC) 
 
But do they [clients] understand the importance and the consequences of not making 
regular payments, and do they understand how it can easily blow out of proportion. (F, 
41, ACC) 
 
But also good and bad assets are also good and bad loans, like you talked about credit 
card then you know so that may not be a good versus bad when you are financing 
something. (F, 36, ACC) 
 

 

What is highlighted in the analysis of the data and these comments above is the 

distinction that was being drawn a number of times between ‘good debt’ and 

‘bad debt’. When asked to explain further, participants identified that good debt 

would include debt obtained for the purpose of investing in an asset whereas 

bad debt includes debt at higher interest rates or for personal or depreciating 

assets. Again, this is an element which is consistent with the literature and 

particularly identified as forming part of the ANZ Adult Financial Literacy 

Framework under the broader heading ‘ability to make appropriate personal life 

choices about financial issues’ (ANZ, 2003, p. 76). These findings are also 

supported in the findings of a study of the effective use of personal debt in 

Australia. This study found that those with higher financial capability were more 
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likely to be able to recognise the difference between good and bad debt and to 

therefore use personal debt more effectively in the context of wealth creation 

(Ajzerle, Brimble, & Freudenberg, 2013, p. 122).  

 

The comments which relate to avoiding headaches, trouble or high interest 

loans are also consistent with the earlier literature which identified avoiding 

financial difficulty as an important goal in the financial literacy context. They are 

also consistent with a number of the broader elements of financial literacy 

identified in the ANZ framework; ‘understanding of what money is and how 

money is exchanged, attitudes to spending money and saving, awareness of 

risks associated with financial products and appreciation of the relationship 

between risk and return and an understanding of mortgages’ (ANZ, 2003, pp. 

74-75). 

 

Interestingly this particular theme in relation to debt, credit, loans and interest 

was identified more by accountants and financial planners than those with 

limited financial experience. Also, it was most common amongst those aged 17-

25 and those aged 36-45. The reason this theme may have been more common 

amongst accountants and financial planners is that people are more likely to 

visit an accountant or financial planner when they have credit or debt difficulties 

or alternatively that people find these concepts more difficult to understand and 

therefore are more likely to ask for advice. In terms of age, it may be that those 

either in their early stages of careers (17-25) or still working (36-45) are more 

likely to have had recent experience with debt or loans and therefore were more 

likely to see this as a priority than those in the older age groups.  

 

The equal second most common theme related to the importance of ‘saving’ as 

well as ‘budgeting’. Originally these themes were coded separately, however 

consistent with the literature and because they were equally weighted in terms 

of occurrence in the data they were subsequently grouped together. The 

identification of this theme is consistent with literature in Chapter Two which 

suggests that understanding concepts such as savings, budgeting and loans 

are important aspects of financial literacy (ANZ, 2008; Financial Services 
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Authority, 2006; Kempson, 2009; Kempson et al., 2005). Again, this was 

specifically identified as a component in the ANZ Adult Financial Literacy 

Framework (ANZ, 2003, p. 75) and was expressed as ‘attitudes to spending 

money and saving’. This component included concepts such as the importance 

of saving, planning, budgeting, and forecasting large bills. Some specific 

comments related to this theme are as follows: 

The more literate people probably understand their budgeting more too and understand 
how much they spend, how much they earn, et cetera. (M, 31, FP)  
 
You’ve got elements of budgeting, managing your household finances in such a way as 
to be able to pay your bills. (M, 45, ACC) 
 
Foundation knowledge is your introductory economics and understanding spend and 
save, consume versus deferring consumption. (M, 31, LFE) 
 
You should learn financial budgeting basics in primary school. (F, 41, LFE) 
 
So I’d say the old saving and teaching them what saving is, teaching them what credit is 
and about, back to old economics, wants and needs and where do wants and needs fit 
into the financial system.(F, 51, LFE) 

 

The data therefore supports the view that saving and budgeting are important 

aspects of financial literacy. 

 

The next theme to emerge was ensuring people have an understanding of the 

principles of ‘risk vs. return’. This is also identified as a component of the Adult 

Financial Literacy Framework where it identified that one broad element of 

financial competence should be an “awareness of risks associated with some 

financial products and appreciation of the relationship between risk and return”. 

Some of the basic requirements identified by the framework were; “awareness 

that if it sounds too good to be true, then it probably isn’t true” and “awareness 

that high return investments are also likely to involve high risk”. Risk versus 

return was similarly identified by the focus group participants as being important 

as shown by the following selected comments which were in response to the 

question: “what types of skills/knowledge/components do you think are needed 

for someone to be financially capable?”:  

A good grasp on risk and understand if a share portfolio goes down chances are it will 
come back up if I sit and wait. (M, 52, FP) 
 
Risk versus return. (M, 23, ACC) 
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Understanding of a return on an investment.(M, 33, ACC) 
 
Risk management. (M, 45, ACC) 
 
Whereas I think to actually be financially capable you would have to have some idea 
about things like diversification and the risks associated with different products and 
things like that.  So information about risk and how to manage it is what I keep coming 
back to I suppose. (M, 31, LFE) 

 

The last theme identified centred around ensuring people had skills to be able 

to cope with vast amounts of information and know when to ask for help. 

Interestingly, although still within the first five most common themes, this theme 

was only attributed to those with limited financial experience.29 This further 

enhances support for its inclusion as a component of financial literacy because 

it is attributed to those who have limited financial experience but are faced with 

financial decisions. Clearly, being able to cope with vast quantities of 

information is seen as an important skill. It is also argued that this skill is 

becoming increasingly important as the Government continues to implement 

policies which transfer financial decision making back to individuals (such as 

Super Choice legislation). Although identified as components of financial 

competence and responsibility in the ANZ Adult Financial Literacy Framework, 

there could be scope to broaden one of these elements. In the framework, the 

elements are described as “an ability to understand financial records and 

appreciation of the importance of reading and retaining them” and “ability and 

confidence to access assistance when things go wrong”. This second element 

appears to focus on being able to access help when the situation has already 

taken a bad turn. Whereas the data from the focus group participants appeared 

to focus more on knowing one’s own limitations beforehand and asking for help 

at the right time. This is illustrated through the following selection of comments: 

So I think it’s about people developing enough skill to know where they could seek 
information.  It mightn’t always have an added cost initially to them. (F, 44, ACC) 
 
Making people aware of where they can seek that..[information]. (F, 45, LFE) 
 
But isn’t that part of financial capability is knowing what you don’t know.  To me financial 
capability wouldn’t only be, I’ve got the basic maths skills and I am going to learn a bit 
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 The theme continued to present as the fifth most common theme after scaling the data to take into 

account uneven participant numbers. 
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along the way, but going to a financial advisor means I know I don’t have enough skill 
for this, I know I don’t know this so I need to have some help. (F, 36, ACC) 

 

The other themes which emerged were: mathematical skills, understanding the 

market, supply and demand, understanding what was relevant to one’s own 

financial situation, being able to communicate effectively, being able to 

distinguish between wants and needs, making time for finance and 

understanding one’s obligations. Again, the majority of these themes fit within 

existing elements of the ANZ Adult Financial Literacy Framework. Specific 

elements being: ‘essential mathematical, reading and comprehension skills’, 

‘understanding consumer rights and responsibilities’, ‘ability to make 

appropriate personal life choices about financial issues’. Some comments from 

participants which support the inclusion of these components are as follows: 

 
 
Adding, subtracting percentages. (F, 36, ACC) 
 
A basic understanding of maths for starters. (F, 41, ACC) 
 
Knowledge of rules, knowledge of legislations. (M, 46, FP) 
 
Capability would have to include some capacity to deal with that person so that you 
weren’t really operating from a less-powerful position. (F, 34, LFE) 
 
Supply and demand. (M, 23, ACC) 

 

Interestingly, all comments which related to the importance of mathematical 

skills and the importance of effective communication came from females. 

Additionally, many of those additional themes mentioned (such as 

understanding the market, supply and demand, being able to communicate 

effectively, being able to distinguish between wants and needs and 

understanding one’s obligations) are much more sophisticated concepts than 

merely understanding how to budget or the importance of saving. These themes 

show that participants recognised being financially literate meant being able to 

see relationships between many aspects of both their own finances as well as 

their external environment.  

 

The outcomes of this discussion question are important because focus group 

participants did, on the whole, identify the majority of the components currently 
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used in the ANZ Adult Financial Literacy Framework (ANZ, 2003) as important 

aspects of financial literacy. In addition there was support for the argument that 

one element should be broadened to incorporate the skill of “knowing one’s own 

limitations”. It is noted that in this first instance participants did not identify 

taxation or superannuation as components of financial literacy. Although 

‘superannuation’ is currently identified as part of the ANZ Adult Financial 

Literacy Framework, taxation has not yet been identified as a component of the 

Framework.  This absence is explored further in later questions posed to the 

focus group participants. 

4.6.3 Question Three - what do you think are the outcomes/benefits of 

being financially capable? 

 

Question three was designed to set the scene in relation to financial literacy 

because it helped add validity to the argument that improving financial literacy 

should be of greater importance to government and society. As the literature 

demonstrates, much of the support for improving financial literacy has come 

from governments and financial institutions (particularly in Australia).30 The data 

gathered from this question therefore adds to the limited academic literature 

which calls for a focus on improving financial capability. The main themes which 

emerged from the data in response to the outcomes or benefits of being 

financially capable were: increasing confidence, keeping out of trouble, not 

having to rely on someone else to make financial decisions, keeping in control, 

being self-reliant, reducing stress and anxiety and being set-up for the future.  

 

The three most common themes were (in order of most frequent): keeping out 

of trouble: keeping secure, safe and comfortable (keeping in control) and 

increasing confidence. The most common theme: ‘keeping out of trouble’ is 

consistent with the overarching goal of financial literacy identified in the 

literature. Ensuring people avoid being in financial difficulty was identified early 

on as being an important goal of improving financial literacy. The consequence 
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 For example, Chapter Two outlines that in Australian much of the current research which measures 

financial literacy comes from either ANZ or CBA surveys. 
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of financial difficulty in the context of financial literacy was highlighted in 

Chapter Two where several high profile corporate collapses were discussed. 

This was also the most common theme identified by those with limited financial 

experience. Some specific comments which highlight the importance placed on 

this are: 

It’s capable of keeping yourself out of trouble, keeping the budget balanced, kind of 
thing. (F, 45, LFE) 
 
[I] would just say protecting what you have.  So avoiding a catastrophic loss of your own 
house or the actual stuff that you’ve managed to acquire and then maybe after that 
growing some assets further.  At least being able to protect what you’ve managed to 
get. (M, 45, ACC) 
 
I guess the only thing I would say is for me the benefit of being financially capable is 
really more about, probably managing risk and not having any nasty surprises. It’s that 
whole thing of not having to be reactive. (F, 34, LFE) 
 
I was going to say peace of mind. (M, 31, LFE) 

 

The above comments show the theme of avoiding catastrophe and minimising 

risk. Although similar, the second most common theme was ‘keeping in control’. 

There is an argument that these might mean the same thing. However, in 

analysing the data, it was clear that participants distinguished between the 

importance and benefits of staying in control as opposed to the quite separate 

benefit of avoiding disaster. The comments below show this distinction through 

the terminology used: 

I think for me it’s a benefit just having the control and the power if you’re financial 
capable to be in control of the situation and that sort of thing. (F, 35, LFE) 
 
You’re not just at the whim of marketeers.  That side of things that you can actually 
determine where you’re going, what decisions you’re going to make. (F, 44, ACC) 

 

The third most common theme arising from the analysis was increasing 

confidence. Again, this is consistent with the literature reviewed in Chapter Two 

and with the goals of the Financial Literacy Foundation which are focused on 

building confidence and self-efficacy. This highlights the importance of including 

skill building aspects in education programs as a way to move from financial 

literacy to financial capability. It is important to remember however, that 

although building confidence might be a goal of financial literacy, research has 

suggested that there is often a gap between people’s self-assessed level of 
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confidence and their actual skills or knowledge in particular financial areas 

(Financial Literacy Foundation, 2007a). A specific comment from the focus 

groups which highlight confidence as an outcome was: 

That [financial capability] brings a confidence and a more stress free, less sort of 
worries, a sense of control over their future. (F, 36, ACC) 

 

This finding in relation to confidence is an important and interesting one. In the 

literature reviewed in Chapter Two, it was stated that one of the goals of 

financial literacy education programs is to increase confidence and therefore 

increased or higher confidence is a common element or component of financial 

literacy. The literature suggests that increased confidence may lead to 

increased financial literacy. Participants in the focus groups appeared to 

associate increased financial literacy with increased confidence as an outcome. 

Whether or not this distinction is important or indeed indicates a different 

meaning, may be explored in future research. Nonetheless the findings support 

the view that confidence is an important element (whether an input or an 

outcome) of financial literacy.  

 

Interestingly, the analysis showed that other themes such as the security of 

supporting one’s self and not having to rely on someone else to make financial 

decisions came from those with no or limited financial experience. Accountants 

and financial planners focused more on staying out of trouble, keeping in control 

and building confidence. Relevant and insightful comments were: 

 
So a sense of self reliance. (F, 36, ACC) 
 
It’s psychologically the worry, the emotional impact and it seems the complete opposite 
of looking at numbers, to be looking at the psychology. (F, 44, ACC) 
 
Also being set up for the future and retirement, in financial planning that is usually the 
main goal, to be able to set up the client for retirement. (M, 46, FP) 
 
Yeah and it takes away a bit of that stress factor as well, worrying each time how are 
we going to pay the groceries, how are we going to put fuel in the car, how are we going 
to pay the mortgage this month, it just takes that away.  Going back to the whole 
confidence thing all those other things, it’s taking away that anxiety about it. (F, 41, 
ACC) 
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In terms of gender, the analysis showed that the benefits identified by women 

were: building confidence, keeping in control, keeping out of trouble, being self-

reliant and not having to rely on someone else to make financial decisions. Male 

participants appeared to focus on: keeping out of trouble, keeping secure and 

setting up for the future. These themes are supported in the literature discussed 

in Chapter Two which talked about women often relying on others to make 

financial decisions for them or not feeling in control of their own finances.  

 

In summarising, there is certainly strong support for the argument that there are 

a range of outcomes and benefits from improving financial literacy. The 

literature in Chapter Two identified outcomes and benefits in terms of improved 

economic performance, less exposure to risk and less likelihood of persons 

experiencing financial difficulty. This analysis however, highlights that there may 

be additional aspects such as confidence, self-reliance and reduction in stress 

or anxiety which could be explored and or measured in more detail in future 

financial literacy research.  

  

4.6.4 Question Four - what role do you see having an understanding of the 

taxation system as playing in a person’s overall financial capability? 

 

This discussion question was about what role participants saw having an 

understanding of the taxation system as playing in a person’s overall financial 

literacy. It is important because it directly addresses: “Whether taxation should 

be considered as a component in measuring financial literacy?” (R1) Further, it 

was especially interesting to tease out this question given the absence of 

taxation in the earlier discussion. Overall, this question generated a high level of 

discussion.31 In analysing the data, participant responses generally fell into two 

categories, firstly; the role of, or link between, understanding the taxation 

system and other elements of financial capability and secondly; the potential 

impact (benefit) that having an understanding of the taxation system might have 

on a person’s overall financial position. 
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 The total number of coded responses to this question was similar to that of the second question 

relating to the elements of financial capability. 
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The first category of responses tended to talk broadly about whether there was 

a role for tax within financial literacy or that there were similarities between 

understanding tax and understanding other components of financial capability. 

The following statement by a participant summarises the theme of discussions 

well: 

I think it’s kind of corner stone because I think everything starts at budgeting when you 
look at anyone’s finances I guess.  Probably the second biggest expense most people 
have, or third biggest expense, is probably their tax bill.  How they’re going to calculate 
how significant that tax bill is I guess determines what they’ve got left to play with.  
That’s pretty central I think. (M, 31, FP) 

 

The use of the word ‘corner stone’ here is interesting given the absence of 

taxation issues in the initial discussions. It is submitted that this may be due to 

the fact that participants (particularly financial planners) have previously been 

exposed to financial literacy education programs which exclude taxation. This 

may explain the lack of association of taxation issues until posed the direct 

question. 

 

All of the participant comments which incorporated any sense of hesitation or 

negative response to the question have been included below. Overall, the most 

common theme within this first category was that it was important to understand 

broadly how the taxation system worked and how a person would be taxed. For 

example: 

An understanding of some of the basic rules can certainly help.  That adds to your 
ability to manage the return and risk associated with all of your savings and investments 
and all those sorts of things. (M, 45, ACC) 
 
Taxation is kind of an enormously wide topic.  So if you’re going to educate people 
about it I think you need to understand the basics. (M, 45, ACC) 
 
I don’t think we need to know everything, but I think you need to know enough so it 
doesn’t start affecting your decisions at least negatively. (M, 31, LFE) 
 
I think based on your definition of financial capability, you need what we have defined 
as a basic understanding to not just to survive but be good at managing money, but if 
you are terming financial success on wealth, if you have a look at your top 200 [listed 
companies], I wouldn’t say they have an intrinsic understanding of the tax system. 
There are not too many tax accountants on that list. (M, 33, ACC) 
 
I think to be financially capable you only need a basic understanding. (M, 32, ACC) 
 
Sort of thinking, it might depend on your level of engagement with things. If you’re just a 
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worker and everything’s basic, you might not need to know much about tax at all…. but 
if you do have a small business or that sort of thing, well it’s in your best interest to 
know a little bit about it.(F, 45, LFE) 
 
You would need to have enough information so that you understood what your taxation 
agent was doing. (F, 34, LFE) 
 
Absolutely because otherwise it becomes a paternalistic relationship where I’m going to 
you and you’re going to help me with my taxes, but I don’t really understand what you’re 
doing on my behalf. (F, 34, LFE) 
 
Aren’t they at a significant disadvantage if they didn’t know about that, in terms of their 
future financial capability [in reference to superannuation]. (F, 36, ACC) 
 

 

What these broader comments above show was that participants immediately 

saw a link or similarity between understanding tax and other elements of 

financial capability such as: saving and budgeting, being able to communicate, 

being able to make appropriate choices or decisions and understanding rights 

and obligations. The comments also identified another very important question 

as to what is a “basic level of understanding” for an individual salary and wage 

earner or an individual carrying on a business and whether or not that basic 

level of understanding should be more or less if that person uses a tax agent to 

lodge their tax return. Given that all individuals are legally responsible for their 

own tax obligations regardless of whether they use an agent or not, this is an 

important question. The responses also highlight that missing out on potential 

benefits is an important consequence of not having an adequate understanding 

of the taxation system. What the analysis showed was that although a 

participant may have phrased their response in the negative (for example, “I 

don’t think we need to know everything” or “if you’re just a worker you might not 

need to know much about tax at all”), the statement still contained some 

reference to either: knowing the basics, having some level of understanding, or 

knowing what was relevant to the situation. It was therefore apparent in the 

analysis that there were no entirely negative responses to the question posed.  

 

The more specific comments below demonstrate how participants drew a link 

between understanding tax and being able to make the right decisions so as to 

have a positive impact on finances or avoid difficulty. The last comment also 
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highlights the link to the element of financial literacy which is about ‘knowing the 

right (and wrong) sources of financial information’:  

If you knew more about it you could probably get more out of it.  Not cheated, but know 
all the ins and outs and make more money. You go to the guy and he says oh did you 
know you can claim to pair of sunglasses a year if you work outside? No. Did you know 
if you wear a hat outside you can – no. and I kind of think, sneaky isn’t it? And that’s 
where I think is he telling me everything? Are there more ins and outs I could get? So 
not to cheat the system, but make more out of it. (F, 45, LFE) 
 
[I] think it’s really good to know when you’ve crossed a line with the system. (F, 34, 
LFE) 
 
I think for a lot of people who are less well off, or who are not so good at managing their 
money it would be useful to know how far they can stretch the taxation system without 
being horribly penalised. (F, 34, LFE) 
 
I think a lot of the public is getting sucked in, they just listen to whoever. (M, 32, ACC)  

 

The other, more specific themes which emerged from this question were that it 

was important to broadly understand how you were taxed, it was important to 

know when to contact somebody for help and also to understand the tax effect 

of investment decisions that are made. Participants with limited financial 

experience and accountants both recognised it was important for people to 

understand how they were taxed because they often left decisions in the hands 

of their tax agent or accountant without the desired level of understanding. This 

lack of understanding of tax and willingness to draw information from unreliable 

sources was highlighted in research by Freudenberg (2011) in relation to the 

Australian arts sector where it was found that 13.3% of survey participants listed 

friends or relatives as their main source of tax information. This also mirrors 

findings from the literature in Chapter Two which highlighted that knowing 

where to access the most relevant information was an important aspect of being 

financially literate. One participant with limited financial experience explained 

this dilemma as follows: 

You try and learn the basics, you try and do the right thing and think I’ve found an 
accountant who I trust.  Then you seem to get some mixed messages.  You’ve done 
one thing and then your neighbour says, oh no, I lease my car and I do this and I get 
money back on this.  Oh no, I can salary sacrifice this and dah dah.  You think – I just 
went to my financial adviser and they said there’s no way I can do that.  That’s when 
you start to lose that feeling of security.  Because you kind of think, have I done 
something wrong just from bad advice or is the neighbour just making out they’re doing 
better than they are? (F, 45, LFE) 

 
From the accountants perspective the dilemma was also recognised: 
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I think that is getting even too complicated. They come in and they take our word for it 
and they’re signing the tax return, but I don’t think – we sit there and explain it to them, 
but I still don’t think that they would understand it one hundred per cent.  They are 
signing it because they know we should know what we are doing and we have 
explained it to them, but I still don’t think they know the differences between different 
things that we put in there.  (F, 21,ACC) 

 

Showing parallels to the Financial Literacy Framework component which states 

people should have the ‘ability and confidence to access assistance when 

things go wrong’, participants recognised the need for people to know when to 

contact someone for advice: 

On the basic level, going and having to get financial advice before you go and do some 
building or something, it is to that nitty gritty. (F, 412, LFE) 
 
Because it’s complicated, you do need an expert, or you need to be actively involved in 
trying to work out what it is and how it’s going to relate to your own financial capability. 
(F, 44, ACC) 
 
You need to just know be aware when, which I think all business client’s when you are 
going to incur a tax liability and then when you do hear something you just have to know 
to contact the right people. (M, 23, ACC) 
 
They listen to the wrong people. I think it comes back to if they have a business they 
have to listen to their accountant and not listen to the man down the street or whoever. 
(F, 21, ACC) 

 

It is interesting that participants raised this need for people to understand how 

they are taxed and be able to have the confidence to ask (the right people) for 

help when needed. This theme of seeking advice is consistent with previous 

findings (in both the focus groups and in literature presented in Chapter Two) of 

people’s willingness to rely on others for advice without an even basic 

understanding. It also shows participant’s willingness to take advice from those 

with a similar level of understanding to their own. This is consistent with the 

overall aim of the Adult Financial Literacy Framework which is to ensure people 

have basic skills and basic understandings when it comes to their finances, but 

have the ability to recognise when something has gone wrong or when to ask 

for help. When it comes to taxation issues, it seems this first part of 

understanding the basics has been missed altogether (or as been wrongly 

assumed to be already there) and therefore all decisions/advice are being 

sought from accountants or tax agents. 
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The third theme to emerge from this discussion was that understanding the tax 

effect of investment issues was an important aspect of financial literacy. The 

majority of responses coded to this theme came from either accountants or 

financial planners highlighting that in their experience clients tended to make 

poor financial decisions based on either lack of understanding of taxation or 

misunderstandings of how taxation is applied. The responses highlighted that 

accountants and financial planners felt their clients lacked the basic 

understandings of capital gains tax and the taxation of dividends and rental 

income to make sound decisions about which investments would be best for 

them: 

So understanding the nature of it (taxation) is probably pretty important because I feel 
as though many people make poor investment decisions or poor decisions because 
they’re trying to figure out what the taxation implications would be. (M, 45, LFE) 
 
They don’t sell a share when they should because they don’t want to take the capital 
gain, they don’t want to pay the tax on the capital gain.  Whereas I just view in that 
particular aspect the taxation system is sort of like the rake at the casino, or the dealer, 
the house cup.  You pay that when you win.  That’s the way it is.  You know that going 
in it, if you play cards or whatever.  You give a couple of chips over to the house each 
time.  It shouldn’t affect the way in which you make decisions about your hand so to 
speak, if you’re playing cards. (M, 31, LFE) 
 
You need to have an understanding of that [taxation] to make decisions about which is 
a better investment than another one, and the timeline as well. (M, 33, ACC) 

 

As stated earlier, participants’ responses were categorised as either in relation 

to the role or link between understanding the taxation system and other 

elements of financial literacy or secondly in relation to the potential impact 

(benefit) that having an understanding of the taxation system might have on a 

person’s overall financial position. In relation to this second category, the most 

common theme32 was that there might be a potential impact on a person’s cash 

flow by having (or not having) an understanding of the taxation system. 

Comments from participants that highlighted this are as follows: 

I have picked up once, I think where it could impact is actually when your employer 
calculates your tax because I did pick up once that my employer put part of my tax in 
the wrong lump sum which meant that I’d paid tax on it twice effectively and I think I had 
to notify the tax office. (F, 45, LFE) 
 
Negative gearing is one where people go in boots and all without really thinking about a 

                                                           
32

 Of the total responses coded under this category, 44% fell into this theme. 
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thing, that it’s a really good thing and they’re the ones that constricts their cash flow as 
well. (M, 52, FP) 
 
[I] think it is more of a cash flow issue, so if they make money they then spend the 
money on something and don’t have the cash there, or even if they invest it, they may 
not have the cash to meet the cash flow needs in paying GST or tax.(M, 33, ACC) 
 
[I] still think there are clients out there who don’t fully understand GST and they collect 
the ten per cent and spend the ten per cent straight away and so they can’t pay their 
GST.  
(M, 32, ACC) 

 

This potential effect on cash flow is in line with one of the fundamental 

knowledge aspects of the financial literacy framework; budgeting. It is also in 

line with another element of the framework; one’s ability to meet obligations 

such as interest, loan or credit repayments. It is the understanding of one’s 

obligations and ability to manage these and not be burdened with extra 

repayments or penalties that is central to improving financial literacy. As argued 

earlier, this finding provides further support for the argument that taxation 

obligations and their potential effect on cash flow should be included in the 

Adult Financial Literacy Framework. 

 

The second most common theme in relation to this second category of 

outcomes or benefits from having an understanding of taxation was the 

potential benefit in claiming all that one is entitled to (for example deductions). 

Although in essence this has the same ultimate effect (that is, a greater refund 

and therefore cash flow), participants appeared to be separating the two. The 

first was more about the effect on cash flow of meeting obligations (or not) and 

the effect on cash flow of certain decisions. However the later was distinctly 

about the benefit of knowing all available entitlements had been claimed:  

Like how many people are aware that you can actually claim rebates from your medical 
expenses, so simple things like that.  It’s already there, but if the people do not know it, 
then they won’t get that benefit.  But actually it is a benefit waiting for them there. (M, 
45, FP) 

 
I guess this is numeracy skills to some extent – but I kind of worked out that if I paid my 
Medicare levy rather than going private it actually costs me less to do that. (F, 34, LFE) 

 
I don’t know if this might come into it but with that new advertisement, everyone is 
getting told go and buy this and you will get fifty per cent back, but if they were actually 
aware of how the tax system works, probably then, they would realise that’s not correct. 
......They are listening to the car dealer who is saying, buy the new car and you will get 
fifty per cent back from the ATO.  Whereas if they were up to date with how the tax 
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system works they would know it is just a deduction and they get the marginal rate 
back. (M, 32, ACC) 

 

The third outcome or benefit which participants recognised was the risk of an 

overall decrease in wealth if there was a lack of understanding of the tax 

system. This outcome was recognised only by accountants or financial 

planners, but because of the frequency of their responses in this category, it still 

rated as the third most common theme. It highlights the ability for those with 

experience to see the bigger, longer term picture of financial obligations: 

If you went and asked I reckon the average punter what negative gearing is they’d say, 
oh it’s this great [perk] but if you say to and I’ve said this to clients, you realise negative 
gearing means you’re losing money.  But it’s a plus, I’m like, well it can be a good thing 
but...(M, 52, FP) 
 
I think the risks are exactly what you were just talking about.  Where you find you’ve 
entered into a transaction only to find that it cost you a lot more than you thought it was 
going to cost. (M, 45, ACC) 
 
It would have a big impact because if you can actually make more sort of tax, you know 
you invest first and you think of the tax second, isn’t that the way things are. (F, 36, 
ACC) 
 
Your wealth would be decreased against the opportunity if you did know. (M, 23, ACC) 
 
Just makes you think, a lot of individuals they could be, not getting ripped off, but there 
could be a lot of stuff they don’t understand one hundred per cent and whether or not 
they should know it. (F, 21, ACC) 

 

The final theme which emerged in relation to the outcomes or benefits of 

understanding the tax system was the benefit of having improved 

communication with one’s advisor. Understandably this benefit was recognised 

more by those with little or limited financial experience, however there were a 

small number of responses from financial planners in this category. In the 

earlier part of the discussion participants talked about knowing when to seek 

advice, or ask for help, participants were recognising the need to ask for 

assistance when elements were outside of one’s capabilities. This theme of 

knowing when to seek help was consistent with previous literature which 

recognised this as an important component. However, later in the discussion, 

participants recognised the potential benefit of having more effective 

communication with their advisor when coming from a better level of basic 

understanding.  
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That’s probably why I go to an accountant and that and there’s little – I know all the 
words but if somebody sat down and said what is negative gearing and all this kind of 
stuff. (F, 45, LFE) 

 

Financial planners explained this potential benefit using some insightful 

examples of how effective communication with clients could be improved 

through clients having some better or basic levels of understanding: 

Some strategies like transitionary retirement strategies.  If you can’t – if people can’t get 
their basic tax system, how they’re paying tax, then you’re not going to get them to 
understand how to use a TTR [transition to retirement] strategy at all. (F, 42, FP) 
 
With people missing out on tax savings, et cetera because they can’t grasp it I guess.  
Until someone like ourselves sit down and engage them and explain it to them they 
probably would never get it just by reading a Noel Whittaker article in The Courier Mail 
or Sunday Mail, whatever it is. (M, 31, FP) 
 
It’s very easy too to just assume people know stuff because we deal with it all the time.  
You know, so you’re constantly going to be trying to judge where somebody’s at in 
relation to what they do and don’t know. (M, 52, FP) 

 

This theme of improved financial literacy having a link to improved 

communication with one’s advisor is relatively new and has not been identified 

previously in any of the literature explored earlier. It is therefore argued that the 

extent to which increased levels of financial literacy can lead to improved 

communication with advisors is an area which could be explored and 

researched further. It is also argued that the results of this research may be 

important in providing information to advisors about what particular clients from 

broad demographics are likely (or not likely) to understand. 

 

Finally, participants also recognised the potential benefit of being able to meet 

tax obligations on time and therefore avoid any late penalties or interest if one 

understood their basic tax obligations. In its most recent annual report, 

Australian Tax Office (‘ATO’) statistics indicate that for 2012-13, collectible tax 

debt has increased by 6.5% to $17.7 billion when compared to 2011-12 

(Australian Taxation Office, 2013d, at p. 35). The ATO also report that 60% of 

this total debt relates to small business (Australian Taxation Office, 2013d, at p. 

39). Given these statistics, this benefit is argued to be very important in terms of 

overall financial literacy. Some comments from participants that illustrate 

meeting tax obligations on time is important are as follows: 
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If you’ve got someone who’s – like a small business person who’s already in debt is 
having trouble and hasn’t done their tax return because they know they’re going to have 
to pay, do you know what I mean? They could end up getting double stunned, so it 
would be good I think, that aspect of the taxation system and also how to negotiate that. 
Can you ring them up and say, listen I’m in a lot of trouble, can I have a delayed date? 
(F, 43, LFE) 
 
You can’t pay your tax debts number one. (M, 33,ACC) 
 
Probably the second biggest expense most people have, or third biggest expense, is 
probably their tax bill.  How they’re going to calculate how significant that tax bill is I 
guess determines what they’ve got left to play with.  That’s pretty central I think. (M, 31, 
FP) 

 

As highlighted in the preceding discussion, participants have largely agreed that 

there was a role for taxation as a component of financial literacy. Although 

some qualified this as a basic understanding, the data nevertheless showed 

strong overall support for having a basic understanding of taxation. Participants 

drew a link between understanding taxation and other already existing elements 

of financial literacy from the National Framework such as: budgeting, knowing 

when to ask for help, being able to make appropriate choices or decisions, 

understanding rights and obligations and avoiding negative consequences or 

difficulty. The drawing of these clear links was despite participants not 

recognising taxation as a component of financial literacy in the first instance. 

Once explored further, it became apparent that participants recognised the 

potential role of taxation in financial literacy. It is therefore argued that these 

findings support the view that understanding basic taxation issues be either 

incorporated as a separate element of financial literacy or alternatively each 

separate aspect of taxation be incorporated under the relevant component 

which already exists. Further support for this argument was gained through the 

analysis of the second category of responses which covered perceived potential 

outcomes or benefits of understanding basic taxation issues. These potential 

outcomes or benefits being a positive impact on cash flow, the ability to claim all 

entitlements, the ability to communicate more effectively with one’s advisor and 

the ability to meet obligations on time. Once again, these benefits closely align 

with not only the benefits of financial literacy as highlighted in the literature but 

also those put forward by the participants themselves in earlier questions. 
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4.6.5 Question Five - how do you perceive your own understanding of the 

taxation system? 

 

This question in the focus groups was important because it helped explore 

whether there might be problems with individual’s overall level of confidence in 

relation to tax and superannuation issues. The findings here help to further 

support the inclusion of the following research question in the thesis: “Is there a 

link between perceived confidence in understanding taxation related concepts 

and actual levels of understanding”? (SR5) The findings also provide some 

initial evidence in relation to: “What is the level of tax literacy in Australia and 

are there demographics which have particularly low levels of tax literacy”? 

(SR3) This question generated a more comparable level of relevant discussion 

in relation to other questions. This was because participants tended to either 

respond fairly succinctly (for example, a general level of ability or confidence) or 

alternatively agree or disagree with the statement. The question did however 

generate a level discussion which although broadly relevant to the topic, 

provided a lot of personal account and detail. In responding, many participants 

recounted stories of when they had learned something about tax they did not 

know before (often these stories were quite recent).  

 

When posing this question to financial planners and advisors, it was decided to 

frame the question around both their own understanding as well as their 

perception of the level of understanding of the general population based on their 

experiences.  

 

Some participants commented that their perceived level of understanding was 

less than the general population’s in terms of detailed aspects, but more than 

the general populations in terms of overall policy perspectives: 

I’ve got a really conceptual understanding of what taxation is for, the kind of things you 
can do with it, all that sort of stuff. Operationally and practically, mine’s pretty crappy I 
reckon, so I’ve got this weird thing where I understand taxation as a concept and all that 
stuff really well, I understand how it works in terms of policy really well, so all that big 
picture stuff, but would I actually know how to claim for X, Y and Z? No because I’ve 
never really bothered to find out. I’d say the rest of the population probably operationally 
has more knowledge of the nitty gritty than I do and maybe less conceptual 
understanding. (F, 31, LFE) 
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I would say my macro understanding like yours [referring to another participant] is pretty 
good, probably better than the general populations we’ve just talked about, and the 
micro is not good. (F, 41, LFE) 
 
We could probably have a conversation about that and talk about it on that level quite 
intelligently but as far as talking about what you actually claim, no I’ll probably get 
bottom of the class. (F, 41, LFE) 
 
At that micro level do I think I understand things in the tax system that I can claim and 
as I said, I only found out recently about the health thing. (F, 41, LFE) 

 

Participants also indicated that their understanding might only be at the very 

basic level or that they have had experiences which lead them to believe others 

have only a very basic understanding: 

So we must have already known what issues and what deductions we were looking for.  
Maybe we took that as basic level knowledge, but somewhere along the line we had to 
learn that. (F, 45, LFE) 
 
I am probably thinking more about my playgroup people, the mums and dads.  So 
they’re not professional colleagues downtown sort of relate to, but sometimes in 
statements that they make, you sometimes think, ah they don’t understand that, and it’s 
only because then you know. (F, 36, ACC) 
 
Originally I think my knowledge was absolutely appalling.  I probably feel into one of 
those families where we had absolutely no financial literacy.  I just taught myself. (F, 44, 
ACC) 
 
I actually think I’d be quite low but my understanding of what I can claim and all that 
would be quite basic, probably below par really, which I’m possibly ashamed to admit 
that but because of your definition of financial capability it’s about making informed 
judgments that are effective for me. (F, 34, ACC) 
 
I did accounting and business principles and all that stuff at school and we never looked 
at a tax scale once. (M, 31, FP) 
 
I think people are confused about the idea of a deduction because I used to think if I 
paid $100 for a computer or whatever and the accountant says you can get a deduction 
for that, I used to think that I would get that $100 back and it’s not like that at all and I 
didn’t know that and I’m sure a lot of people didn’t. Its only recently that I discovered 
that no, you don’t get the whole amount back you just get whatever you pay like your 30 
per cent tax or whatever. (F, 35, LFE) 

 

Statements from those with either current or past experience in small business 

tended to fall into the category of having a perceived level of understanding 

higher than the general populations: 

I would agree with that [referring to another participant statement] because my husband 
and I have a small business and we do have to know a bit about tax, definitely. I mean 
the accountant he does a lot of it for us but we do need to have that fair bit of 
knowledge about it too. (F, 35, LFE) 

 



 

130 

Advisors (accountants and financial planners) gave responses which indicated 

a perceived lack of understanding about particular tax aspects such as new 

incentives, the actual real dollar effect of a tax deduction or the difference 

between deductions and offsets:  

No, I think they see them all as offsets and rebates or whatever.  They think they should 
get it all back. (F, 21, ACC) 
 
If you don’t understand the basic tax system then you can’t understand salary 
sacrificing, which means probably generally people in public service in the public sector 
probably would be because they’re starting to implement salary sacrifice more. (F, 42, 
FP) 

 
Some of the above statements which described a perceived lack of 

understanding show a disparity between what the advisors think people should 

know and what they actually do know. Yet unlike the research done by the 

Financial Literacy Foundation which found that people tended to have higher 

levels of self-assessed ability than their actual level of knowledge in those areas 

(Financial Literacy Foundation, 2007a), there were very few participants (other 

than accountants or advisors) that rated their level of understanding as higher 

than the general population. As included above, participants tended to use 

words like “basic”, “quite low”, “not an expert”. This finding provides initial 

evidence that there may be lower levels of self-assessed confidence in relation 

to taxation and superannuation issues compared to other aspects of financial 

literacy. The finding also provides support that the research question regarding 

levels of confidence should be explored further through the survey. 

 

The statements which indicated a perceived lack of understanding or only a 

basic understanding were more common from female participants than male 

participants. It should be noted that this may be partly attributable to the fact 

that the first focus group was made up entirely of women. A detailed 

measurement of overall confidence in relation to tax and superannuation issues 

will enable these demographic differences to be explored further. 

 

Also noted was the tendency for responses to include a statement to the effect 

that their lack of understanding was due to never being taught or through 

teaching themselves. This supports the argument that there is a gap in terms of 
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the point in time at which we teach individuals the basics about the taxation 

system. Having already outlined that there appears to be potentially adverse 

consequences of not understanding one’s obligations or entitlements, it would 

stand to reason that a gap in knowledge can only make these adverse 

consequences more likely.  

 

4.6.6 Question Five – advisors view on the general population’s 

understanding of the tax system. 

 

Although the question posed in the discussion guide was “how do you perceive 

your own understanding of the taxation system?” for the accountants and 

financial planners (advisors), this question was posed as “you or your clients 

understanding”. The responses from the advisors were therefore able to be 

analysed separately for the purpose of this question. Many of the accountants 

or advisors supplemented or supported their answers with anecdotes about 

common things that their clients misunderstood. Although some were revisited 

or restated when the final discussion question was asked, they were coded 

separately and therefore included here because they add weight and context to 

the responses given by advisors for this question. Their responses here were 

also relevant in relation to classifying those common misunderstandings as 

either very important or not so important in relation to the final question about 

what specific aspects should form part of a basic level of understanding of tax: 

 Including clients who are experienced business people who’ve worked forever for 
themselves and have been dealing with the tax department for 50 years, they’ve got no 
idea how the tax system actually works, in my experience, other than the accountant 
tells them to pay that amount and that’s what they pay.  (M, 31, FP) 
 
It’s very easy too to just assume people know stuff because we deal with it all the time.  
You know, so you’re constantly going to be trying to judge where somebody’s at in 
relation to what they do and don’t know. (M, 52, FP) 

 

The responses from advisors here also noteworthy when read in conjunction 

with the statements made by the other groups which were discussed previously. 

Whereas the general participants tended to describe their level of 

understanding as ‘basic’ or limited to their own situation, the advisors presented 

a more negative view and used stronger language such as “very very little, no 

idea, definitely don’t understand”. This strong negative assessment by advisors 
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was also found in research about the Australian arts sector where it was found 

there was a larger difference between participants self-rated confidence in their 

ability to comply with their tax obligations and their advisor’s assessment of their 

level of tax skills (Freudenberg, 2011). Again, this is mirrored in submissions 

made by ASIC in their National Financial Literacy Strategy where they state that 

“studies have shown a significant mismatch between what people say they 

know and what they do know” (Australian Securities and Investments 

Commission, 2011b, p. 15). In the focus groups, there were also some 

statements which suggested that advisors assume either very little or no 

knowledge prior to seeing a client. There were also statements which 

suggested a level of frustration in what clients understand (or did not 

understand): 

I was a tax agent for long enough to know that the general public know very, very little. 
(M, 45, ACC) 
 
There is a difference between people’s level of education and their tax capability, and 
their tax knowledge. (M, 52, ACC) 
 
I think there are a lot of people out there who don’t even know their own stuff.  They 
think they do, but they don’t. (M, 33, ACC) 
 
You have to assume they know nothing. (M, 33, ACC) 
 
I think the majority of the general population have no idea.  There’d be a small portion 
who understand it but I think it might be as high as 90 per cent have no idea. (M, 31, 
FP) 

 

The statement above that there can be a difference between people’s level of 

education and their tax knowledge supports the findings in the literature that 

although groups with lower education tend to have lower financial literacy, this 

is not always the case. Again these findings provide initial evidence that there 

may be some disparity between individuals overall self-assessed confidence in 

relation to tax and superannuation issues and their actual knowledge and 

understanding. This further supports the argument that the following research 

question: “Is there a link between perceived confidence in understanding 

taxation related concepts and actual levels of understanding?” (SR5) should be 

explored further in the research project through a detailed measurement in the 

survey stage. 
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4.6.7 Question Six - specifically, what aspects of the taxation system do you 

think are important to understand for someone to be considered 

financially capable? 
 

This final question in the discussion guide was designed to gain specific 

responses about which aspects of the tax system were important if one were to 

be considered financially literate. Not only was it designed in order to help form 

the survey questions which might measure tax literacy, it was also designed to 

gain initial evidence in relation to: “Which specific aspects of taxation have 

particularly low levels of understanding”? (SR4) The question generated a high 

level of discussions compared to other questions. The analysis here helps to 

inform the design of specific questions to be measured in the survey. After the 

initial coding was undertaken, responses fell under the themes presented in 

Table 4-3. 

TABLE 4-3 Tax Concepts Important For Financial Literacy  

Tax Equation 

 

Actual Dollars Tax Payable Why we have tax 

Deductions  Marginal Tax Rates Superannuation 

Investing Deductions vs Offsets Record Keeping 

Investing – property Small businesses Medicare, Medical Expenses 
Rebate 

 

After revisiting the transcripts it was considered that responses initially coded as 

relating to ‘Actual Dollars Tax Payable’ were broadly about how to work out tax 

payable and therefore fell within the broad heading of ‘Tax Equation’. This term 

is taken to mean the overall way that tax is calculated with reference to taxable 

income, assessable income, deductions, tax rates and offsets. Additionally, 

upon review, although some of the responses that were coded as ‘Deductions 

vs Offsets’ were also coded under the broader heading of ‘Deductions’, it was 

decided that these responses should remain under separate headings. There 

was an important distinction here because although participants may have been 

commenting that it was important to understand what deductions someone 

might be entitled to, they would also refer to the importance of understanding 
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what a deduction meant. That is, a deduction was not ‘getting all your money 

back’. In fact, in the first focus group, this sparked a lengthy discussion amongst 

participants about the difference between deductions and offsets. One 

participant finally stated “I don’t think we understand offsets. Do any of us 

understand offsets?” Thus, this distinction is important as it creates two 

separate knowledge aspects. That is, knowing what deductions a person might 

be entitled to as well as knowing what claiming a deduction actually means in 

terms of the actual dollar benefit to the person.  

 

Overall, the five most common themes from this question, in order, were 

understanding: the tax equation (meaning the overall way that tax is calculated 

with reference to taxable income, assessable income, deductions, tax rates and 

offsets), knowing which deductions one is entitled to, understanding how 

marginal tax rates work, understanding the difference between deductions and 

offsets and the tax effects of investing in property. 

 

In relation to the most common theme of understanding the tax equation, how 

tax is calculated and how this affects one’s total tax payable, the following are 

examples of comments made relating to this theme: 

Taxable income, what is it. How taxable income is worked out. (F, 36, ACC) 
 
Generally assessable income, what is a straight out deduction, what needs to be 
depreciated - general, you don’t need to know, you just need to know roughly, what it is. 
(M, 23, ACC) 
 
If I take on this second job it’s going to affect my tax this way and I know that okay, here 
I’m paying there if I do that. (M, 52, FP) 
 
I’m picturing Grade 10 maths, they could do a module on how tax is calculated then just 
make kids so much smarter and so when they at least get to a job and start earning 
money they understand where it’s going. (M, 31, FP) 

 

Interestingly, these statements about the importance of understanding broadly 

how the tax system works and how tax payable is calculated came mostly from 

financial planners and accountants. It is likely that these statements flowed on 

from the previous question which was about common misunderstandings their 

clients have in relation to tax. Subsequently, when posed this final question, 

accountants and advisors tended to respond in more broad terms indicating that 
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in the first instance, people should understand broadly how the system 

calculates how much tax is payable. 

 

The equal second most common theme was about the importance of 

understanding what was deductible (or not). Here, comments ranged from the 

importance of generally understanding what one might be entitled to, through to 

understanding whether a specific item might be deductible or not. Those that 

reflect the theme of the discussions are included below: 

I’m going to be really prosaic and say functionally you need to know how to use tax for 
your own benefit so you need to know how to do all that claiming stuff. (F, 34, LFE) 
 
The basic deductions, basic work deductions, education deductions any health 
deductions. (F, 34, ACC) 
 
..about the deduction and its’ relationship back to the income. (F, 36, ACC) 
 
Claiming it on your tax is probably the terminology that people use [rather than the 
correct term, deduction]. (M, 52, ACC) 
 
Generally assessable income, what is a straight out deduction, what needs to be 
depreciated - general, you don’t need to know, you just need to know roughly, what it is. 
(M, 23, ACC) 

 

The responses here in relation to the importance of understanding what might 

be deductible were marginally more common from those with limited accounting 

or financial experience.  

 

The third most common theme was in relation to the importance of 

understanding how marginal tax rates work. Here, the statements were most 

commonly from those within the working age-groups (26-55), financial planners 

and those with limited financial or accounting experience. The theme of the 

discussions here was about the importance of understanding the difference 

between marginal tax rates and flat tax rates and how that impacts on one’s tax 

payable when they earn more income. The discussions also reflected the view 

that our marginal tax rate system may be misunderstood by some. The 

comments included here reflect the theme of those discussions: 

For me, specifically I would say you probably want to know about the tax brackets for 
wages and things like that, like if you go up to the next wage, how much tax will you be 
paying? Is it worth your while to go for that other job and that sort of thing? (F, 35, LFE) 
 
Well I think I do. I think it’s based on, say if you earn between this and this well you pay 



 

136 

20 per cent. If you earn the next step up you’ll pay 30 per cent of your tax, your first 
$6000 or $14,000 or whatever it is that’s tax-free, that’s all I know. (F, 35, LFE) 
 
They know about the concept perhaps of marginal rates and there will be an increase in 
the marginal rate, but they’re mistaken on the way in which they’re applying that. (M, 45, 
ACC) 
 
Yeah, I mean you have to go to the Tax Office website and find the rates and then work 
out that you pay this much plus X percentage of everything over this and then do a 
comparison.  I don’t know whether people could actually do those calculations.  They 
might not even know enough about basic percentage maths. (M, 45, ACC) 
 
Just knowing the difference between, if I’m on a tax rate of 31.5 cents to the dollar, it 
doesn’t apply to the whole lot.  Then if I go from that level to the next, 41.5 cents is not 
going to apply to the whole lot. (M, 52, FP) 

 

The tenor of comments from accountants and financial planners was that there 

may be misunderstandings about how the marginal tax rates work. That is, 

there were several comments that people may not understand that moving to a 

higher marginal tax bracket only affects that income that is above that bracket, 

not their entire income. This may be somewhat supported by the fact that the 

comments from those with limited financial or accounting experience were often 

about whether earning more income from a second job, or second source of 

income was going to affect the marginal tax bracket and therefore how much 

tax they would pay. It is therefore important that this distinction be tested in the 

survey.  

 

The fourth most common theme was the distinction between deductions and 

offsets, as well as the entitlement to offsets. As outlined earlier, comments here 

related to the fact that there may be misunderstandings about the difference 

and principally that there may be a misunderstanding about the actual dollar 

effect of being able to claim a deduction. The follow comments show some of 

the examples that were used to highlight why understanding this difference is 

important in terms of its effect on financial decision making: 

I don’t think we understand offsets. Do any of us understand offsets? (F, 41, LFE) 
 
They think they’re getting that much off their tax.  I’ve had many people say that, oh I’ve 
got a $300 deduction here for such and such.  I’m going to pay $300 less tax.  They 
don’t understand that it actually is a reduction of the taxable amount and then tax is 
imposed.  I don’t think a lot of people get that. (M, 45, ACC) 
 
Rebates and deductions I guess. (M, 52, FP) 
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That a deduction is a deduction from their income, not a total refund. (M, 52, FP) 
 
I had a business person tell me the other day, been in business for a long time, and he 
said, I’m going to get 50 per cent of my car back with these new small business 
concessions.  I said, no, you only get a 50 per cent deduction of the car’s value.  Yeah, 
so I’m going to get 50 per cent back.  No.  I had to go through and say, it’s really about 
10 per cent.  Oh, okay.  People just don’t understand. (M, 31, FP) 
 
Some of the offsets can change your life, well not your life, but change your spending 
because there’s that one, primary school children you get $750 back or you get half of 
the $750 back. If you spend $750 they give you $300 back, so you think, oh, I’ve only 
spent $300 so should I go out and buy a new computer screen because that’ll whack it 
up to $750 …. so the screen will only cost half the price. (F, 45, LFE) 

 

Statements about the distinction between deductions and offsets were most 

common from financial planners as opposed to accountants or those with 

limited experience. This perhaps reflects that financial planners are often 

involved in situations where clients are either considering or have already 

entered into arrangements (such as salary sacrificing or large purchases) based 

on incorrect understandings of their entitlements. There were no other 

noteworthy distinctions in responses relating to age, gender, or education.  

 

The fifth most common theme was the importance of understanding the tax 

effects of property investments. The emergence of this theme as an important 

aspect of tax to understand is supported by the fact that Australian Bureau of 

Statistics research states that in 2011-12 just under 20% of households owned 

property other than the dwelling in which they lived (Australian Bureau of 

Statistics, 2013). Although this includes both residential and non-residential 

property for rent as well as holiday homes, ATO statistics indicate that of the 

12.6 million individual returns lodged in 2011, 1.6 million (around 12.6%) of 

those had an interest in at least one rental property. Further, of those declaring 

rental income 67% reported a taxable loss (meaning these were negatively 

geared) (Australian Taxation Office, 2013c, pp. 12-15). The theme of the 

discussions here were around the importance of understanding the difference 

between deductible items and depreciable items for rental properties, the 

principles of negative gearing from a tax perspective and broadly the effect of 

capital gains tax (CGT): 

What records they need to keep for CGT.  They need to understand what CGT is, fifty 
per cent discount. That would be basic. (M, 33, ACC) 
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Maybe a basic understanding of capital gains. (M, 52, FP) 
 
They see capital gains tax is something totally separate.  I suppose fringe benefit tax is 
totally separate.  But yeah, capital gains tax, just understanding that it just goes out of 
your income but after they’ve discounted it if – but some real basics around capital 
gains tax, 12 months, held in your own name, 50 per cent discount and it’s added to 
your income. Those four things. (M, 52, FP) 
 
You know, like people want to go down the path of buying lots of investment properties.  
They get really heavily negative geared for the first one and then they’ve got no 
borrowing capacity for the second one. (M, 31, FP) 
 
…if you went and asked I reckon the average punter what negative gearing is they’d 
say, oh it’s this great [perk] but if you say to and I’ve said this to clients, you realise 
negative gearing means you’re losing money.  But it’s a plus, I’m like, well it can be a 
good thing but... (M, 52, FP) 

  

The discussions here in relation to the importance of understanding the tax 

effects of owning investment properties were most commonly from financial 

planners. Again, this may reflect the fact that clients may be considering or have 

already entered into arrangements for investment properties when they decide 

to visit a financial planner. The discussions here have highlighted some key 

aspects in relation to the tax effects of investing in property that can be tested in 

the survey.  

 

Other less common themes that emerged were: the importance of 

understanding the tax effects of investing in things other than property (for 

example shares), the fundamentals of tax for small business (for example basic 

GST concepts as well as the difference between deductible and depreciable 

items), the importance of record keeping, other state and federal tax obligations, 

key tax aspects of superannuation, Medicare Levy and medical entitlements 

and finally tax policy issues such as why we have tax. 

 

The discussions around investing in property other than real property was in 

relation to dividends, the imputation system for dividends and again, broadly 

about capital gains in relation to the sale of any type of property. The following 

participant comments show the nature of these discussions: 

I think if you are an investor you need to know a little bit about capital gains and 
imputation and things like that. (M, 23, ACC) 
 
I think if people are going to make investments they may need to learn the specific tax 
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on their sort of investments, so, if they are going into shares they need to understand 
dividends and imputation credits. (M, 33, ACC) 
 
You could talk about imputation. (M, 31, FP)   
 
It would be nice if they understood if they make a gain they get a tax bill and then 
probably talk about the discount to some extent too. (M, 31, FP)   

 

Comments about the importance of understanding dividend imputation and 

capital gains tax were more common from accountants and financial planners. 

Whereas comments from participants with limited financial experience who 

talked about rental properties or other investments were more focused on what 

items might be deductible or not. This highlights that perhaps there is a limited 

or surface level of understanding of the tax consequences of investments by 

those with limited financial experience. This is something that can be tested in 

the survey.  

 

There were also comments about the importance of small business operators 

understanding their basic tax obligations, particularly, the basics of GST:  

I also think there is a need to know how much tax you are going to pay.  Particularly in 
business you need to know about the GST. And what is payable and you probably also 
need to know what is ordinary income is and what is a capital gain. (M, 33, ACC)   
 
Knowledge of the GST I suppose, that made everyone have to come in. If they were in 
business before GST came in as [referring to other participant] was saying they 
understand GST.  It would have been a big thing. (F, 21, ACC)   

 

In relation to record keeping, the discussions centred on what type of records 

needed to be kept in order to substantiate claims for certain things: 

Keep all the relevant bits of paper, receipts and what not and find a good accountant.(F, 
69, LFE) 
 
 A proper decent educational package will cover more than just that.  It will cover 
entrepreneurial activities and how to go about running your own business, what records 
you need to keep… (M, 45, ACC)   
 
What records they need to keep for CGT.  (M, 33, ACC)   

 

There were also comments about the importance of understanding other tax 

obligations that might need to be met, depending on one’s circumstances: 

It will talk about payroll tax; it will talk about stamp duty.  If you go and buy a building to 
run your panel shop, then you’re going to pay the State Government a whopping great 
lump of money. (M, 45, ACC)   
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Yeah, and broadly defined.  We’re talking payroll tax.  If they go and employ people, 
what’s that going to cost them?  They need to understand about compulsory 
superannuation levies and payroll tax and how many employees do you have to have 
before you start paying payroll tax. (M, 45, ACC) 

 

Although not mentioned by any participants with limited financial experience, a 

theme emerged from accountants and financial planners in relation to the 

importance of understanding tax aspects of superannuation: 

 
That’d be good if they understood superannuation. (M, 31, FP) 
 
It’s [superannuation] taxed way more leniently then they are. (M, 52, FP) 
 
The basics about super, like the level of taxation within super being a really good 
environment to have an investment and the different types of contributions maybe. (M, 
52, FP) 
 
[Because] if you’re talking to someone that’s on a lower income and they’re making a 
contribution out of after tax dollars, they’re going to get the Government co-contribution 
but if they salary sacrifice that and it becomes employer contribution they won’t get it.  
It’s, but I’m still putting my money in, I should get it. (M, 52, FP) 

 

As discussed in Chapter Two, superannuation aspects were found in Australian 

measures of financial literacy to be an area which people found more difficult 

than other areas of financial literacy. Both accountants and financial planners 

highlighted superannuation as an important aspect.  

 

Another theme which emerged was the importance of understanding Medicare 

Levy and other tax related medical entitlements. Although less common than 

other themes, this arose as important because it came mainly from female 

participants. The specific themes here were whether people were aware of all 

their entitlements, as shown by these comments: 

Just coming back on the pharmaceutical, it’s actually wise to buy your pharmaceutical 
product from the same pharmacy because you can get a statement at the end of the 
year. Well I buy whichever pharmacy I happen to be passing in a rush…(F, 41, LFE) 
 
You also need to have some broader understanding of taxation and things like those 
rebates so that you don’t get ripped off by the Government as well because you may 
not want to pay for private health insurance but you might get scared into paying if you 
don’t bother to – so you need some kind of critical literacy maybe. (F, 34, LFE) 
 
The basic deductions, basic work deductions, education deductions any health 
deductions. (F, 41, ACC) 
 
To know what you qualify for [re: health entitlements]. (F, 41, ACC) 
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In relation to tax policy, the theme that emerged here was in the context of 

providing education to school children. This discussion emerged in several 

focus groups where participants answered this question in the context of what 

they would include in an educational package. The nature of the theme was that 

if an educational package was to focus on tax issues, it would be important to 

include a component about why, as a society we have tax: 

I think you have to explain to children why tax is, they must learn that in school I gather, 
but some people, if you walk down the street and they see the Government’s going to 
take 30 per cent tax off you, oh they can’t have my money, well do you know that that’s 
how your children go to school, that’s why you’ve got a hospital. (F, 54, LFE) 

 

In summary, the main themes emerging about which specific aspects of tax 

were important to understand from a financial literacy perspective were: 

understanding the tax equation, understanding what deductions one is entitled 

to, understanding how marginal tax rates work, understanding the difference 

between deductions and offsets, understanding the tax effects of investing in 

property. There were few major differences in common themes when adjusting 

for age or gender. However, it was clear that those with limited financial 

experience were mainly focused on the importance of understanding what 

deductions one is entitled to and marginal tax rates. Given that it is been argued 

that the general deductions provision is likely to be the most litigated of all tax 

legislation (Boccabella, 2012), this is an important finding. However, 

accountants and financial planners tended to look beyond these very basic 

principles to ones which might be relevant in specific circumstances such as 

investing (both property and other), the distinction between deductions and 

offsets and superannuation.  The findings from this analysis have therefore 

provided a substantial number of specific tax aspects which can be tested in the 

survey measuring overall tax literacy. It has also provided initial evidence in 

relation to: “Which specific aspects of taxation have particularly low levels of 

understanding”? (SR4) These were in relation to deductions versus offsets, 

capital gains tax and property, superannuation, Medicare Levy and medical 

offsets. Again, these findings support the argument that there are aspects of tax 

and superannuation that have low levels of understanding and that these 
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aspects could be further explored and measured as part of the following stage 

of the research in the survey. 

  

 

4.7 Summary of findings 

 

The overall findings from this stage of the research provide initial support for the 

theory that taxation should form part of a financial literacy framework. This is 

because of taxation’s potential links to people’s overall level of financial stability 

and relationship to other already existing elements of financial literacy. In 

summarising the findings of the focus groups, there was agreement that 

financial literacy was an important area which could have many negative 

consequences for those with low levels. Participant views on the elements of 

financial literacy were largely consistent with those outlined in the Adult 

Financial Literacy Framework upon which the ANZ surveys were based (ANZ, 

2008). Initially, participants did not identify having an understanding of 

superannuation issues as an important element of financial literacy. Although 

this is not consistent with the Adult Financial Literacy Framework, this may be a 

result of poor levels of understanding in relation to superannuation and should 

nevertheless be explored further. The fact that in Australian surveys of financial 

literacy, participants performed more poorly in relation to superannuation issues 

(see Chapter Two) may support this view.  

 

In relation to the perceived outcomes or benefits of being financially literate, 

participants identified benefits which were consistent with the documented 

benefits of financial literate highlighted in Chapter Two. These outcomes being: 

increasing confidence, keeping out of trouble, keeping secure safe and 

comfortable, being self-reliant, reducing stress and anxiety and being set-up for 

the future. The findings also showed that there was a strong link between the 

outcomes of being financially literate (as identified in the literature) and the role 

that understanding taxation issues played in being financially literate (such as 

improving cash flow, improving overall wealth and avoiding financial difficulty). 

Participants also drew a link between understanding the tax system and other 
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elements of financial literacy (such as saving and budgeting, being able to 

communicate, being able to make appropriate choices or decisions and 

understanding rights and obligations).   

 

Overall, the analysis of the focus group data showed that although participants 

did not initially associate taxation as an important element of financial literacy 

(consistent with the current status of many programs and surveys), this was in 

stark contrast to the level and detail of discussion generated when posed the 

question about the potential role taxation played in a person’s overall financial 

literacy. It was also in contrast to the strong views expressed in relation to the 

general population’s level of understanding of the tax system (or lack of) and 

how this lack of basic understanding could potentially impact upon a person’s 

overall wealth and risk of financial difficulty. The detailed and specific 

suggestions for important elements of taxation that could be included in a 

financial literacy education program also showed strong support for the 

inclusion of taxation aspects in future measures of financial literacy and 

therefore future frameworks for financial literacy.  

 

This initial lack of recognition of the importance of tax issues for financial 

literacy followed by a conversely very specific discussion detailing the specific 

outcomes and benefits (in a financial literacy context) of understanding tax 

issues is an interesting outcome in itself. It may help to explain why initial 

frameworks and measures of financial literacy have failed to incorporate tax 

specific issues. It also provides evidence that the findings from this overall 

research make a significant contribution to the overall robustness and 

comprehensiveness of frameworks and measurements of financial literacy 

going forward. 

 

Participants tended to self-assess their level of understanding of the tax system 

as either similar to or less than the general populations level of understanding. 

Participants tended to use statements such as “basic” or “quite low”. Although 

previous literature has suggested that survey participants often over-state their 

level of ability in relation to financial matters, here participants tended to 
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recognise that their ability was quite low or only enough to get by in their 

situation. The level of self-assessed ability in relation to taxation issues 

compared to actual ability or knowledge is an important aspect which can be 

further explored in the survey. Conversely, accountants and financial planners 

painted a more negative picture of the general population’s level of 

understanding of the tax system. The analysis also suggested there may be a 

lack of confidence in understanding of the basic principles of the taxation 

system as well as a gap between confidence and actual ability. The findings 

also suggest there may be a gap between what advisors expect (or would like) 

clients to know and what their actual understanding is. There was a strong view 

by the advisor participants that there were some misunderstandings of 

fundamental and important tax concepts by their clients. This disjunct between 

what advisors expect their clients should understand and the perceived level 

understanding was an important finding which is further explored and tested in 

the survey instrument through an analysis of overall confidence as well as 

specific knowledge levels in particular identified areas.  

 

As discussed by participants in the final question, the analysis showed that 

there were specific areas of taxation which were considered as basic and 

important to be understood in order for someone to be considered financially 

literate. These important areas were: the tax equation, deductions, marginal tax 

rates, deductions versus offsets, investing (property and other), small business 

issues, superannuation, record keeping and Medicare and other tax medical 

benefits. The survey instrument therefore uses these areas of taxation in 

determining and measuring the level of tax literacy.  

 

4.8 Conclusion 

 

This chapter has detailed the research findings in respect of the focus groups. 

The findings from the focus groups have not only provided important data that 

will enable a more robust and comprehensive survey to be prepared in the 
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following stage, but they have also provided additional data in relation to the 

following research questions:  

 Whether taxation should be considered as a component in measuring 

financial literacy? (R1) 

 Which aspects of taxation fit within the current financial capability 

framework and could therefore have similar impacts on levels of financial 

literacy? (R2) 

 Which types of knowledge and skills are currently considered to be 

components of ‘financial literacy’ (SR1)?  

 Which specific aspects of taxation should be measured as part of 

Financial Literacy (SR2)?  

Though not exploring all aspects, the focus groups also provided initial data in 

relation the following two sub-research questions: 

 Which specific aspects of taxation have particularly low levels of 

understanding? (SR4) 

 Is there a link between perceived confidence in understanding taxation 

related concepts and actual levels of understanding? (SR4) 

 

Chapter Five, which follows, presents the findings of the final stage of the 

thesis, the survey which measures taxation and superannuation issues as 

components of financial literacy. 
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5 Chapter Five – Survey Results 

5.0  

5.1 Introduction 

 

As outlined in Chapter Three, the survey undertaken for this research sets out 

to measure the level of tax literacy in Australia. In order to develop a valid 

survey instrument, focus groups (Chapter Four) were conducted to inform the 

design and development of the survey questions. Through these focus groups it 

was aimed to generate themes around the research questions and thus develop 

more refined and valid questions for the quantitative survey.  

 

This chapter outlines the approach to conducting the survey by outlining the 

process for designing the survey instrument, the sampling strategy and pilot 

testing. Secondly this chapter outlines the method through which the results 

from the survey were analysed. Finally, the major findings from the survey in the 

context of each of the relevant research questions are presented. 

 

5.2 Designing the Survey Instrument 

 

The draft survey instrument contained a total of 70 questions including ten 

demographic questions. A copy of the final version of the survey can be found 

in Appendix D. In relation to the demographic questions, in order to allow for 

sufficient factor analysis, questions were asked relating to participants: gender, 

age, employment category, employment hours, education and income. 

 

The main body of the survey was designed around the results of the focus 

group analysis. Apart from the initial demographic questions, the remainder of 

the survey questions fell into one of three broad categories: confidence 

questions, knowledge questions and attitudinal questions. In relation to specific 

concepts covered in these questions, the focus groups determined that the 

following categories were regarded as the most basic concepts of tax and 

superannuation that should be understood in order to be considered financially 

literate:  
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 understanding the tax equation;  

 understanding how marginal tax rates work; 

 understanding what deductions one is entitled to;  

 understanding the difference between deductions and offsets;  

 understanding the tax effects of investing in property;  

 understanding important tax consequences for small business; 

 superannuation; and 

 Medicare levy and medical tax offsets. 

 

The first category contained questions about confidence in understanding the 

meaning of some tax and investment terms. This category was included to 

address (SR5) which seeks to determine whether there is a link (or disparity) 

between perceived confidence in understanding taxation concepts and actual 

levels of understanding as ascertained by the knowledge questions.   

 

The second category of knowledge questions incorporated theoretical and 

practical questions around the specific concepts listed above. Firstly, there were 

questions about the tax equation, such as upon which basis tax is calculated 

and questions about marginal rates of tax and how to actually calculate tax 

payable given a simple scenario. 

 

Secondly, the survey contained general questions about tax deductions. These 

questions combined questions about the deductibility of specific items and 

questions which explored whether participants understood the difference 

between deductions and tax offsets. There were also two questions posed 

about understanding the actual dollar effect of receiving at tax deduction as 

opposed to a tax offset. As discussed in Chapter Four, these two themes 

presented as particularly important in the focus groups. 

 

Next were questions about different types of investments. These questions 

explored the different reasons participants might choose particular types of 

investments as well as some knowledge questions about the benefits of 

negative gearing and how capital gains tax works.  
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In relation to questions for small business operators, these were only answered 

by those who answered yes to having owned/operated a small business either 

currently or previously. The questions explored participant’s confidence in 

understanding various parts of the GST and BAS as well as knowledge 

questions about the distinction between deductible and depreciable purchases. 

 

The survey contained several questions around general superannuation 

concepts and tax consequences of superannuation. This category of questions 

contained a number of questions directly from the ANZ surveys of adult financial 

literacy which related to superannuation as well as some additional questions 

about salary sacrificing. The potential to enter into salary sacrifice agreements 

without fully understanding the benefits came out strongly as an issue by 

financial planners in the focus groups. 

 

The final knowledge category questions were in relation to the Medicare Levy. 

These questions contained a small number of knowledge questions about the 

Medicare levy, how to calculate it and the availability of medical tax offsets. 

 

The third overall category of questions were in relation to attitudes towards tax 

obligations. This category of questions contained mostly attitudinal questions 

based around participants’ perceptions about the consequences of failing to 

comply with tax obligations and meet tax debts as they fall due. 

 

It is therefore submitted that taking into consideration the survey as a whole, all 

aspects that were raised in the focus groups as important themes have been 

reflected in the questions that were posed to participants. 

 

5.3 Sampling Strategy 

 

The survey was conducted via an on-line platform (Qualtrics) with web-link 

invitations sent to participants via email or advertised via radio and Facebook 

(see discussion below). Methods described by Schonlau, Fricker and Elliott 
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(2002) to design a survey questionnaire which is user-friendly and avoids 

common problems associated with online surveys (response error, 

misinterpretation of questions, privacy, ability to re-participate) were employed 

at each step of the survey design, implementation and testing. 

 

The sample was derived through convenience or ‘snowball’ sampling until a 

desired number of responses were achieved. A large sample was desired in 

order to ensure generalisability and comparison to previous surveys of financial 

literacy. The large sample was achieved through a number of means. In the first 

instance advertising was undertaken through university wide email 

communication to students and staff at the University of Southern QLD and 

Griffith University. Secondly, advertising of the survey website took place 

through a radio interview and newspaper articles. Thirdly, advertising of the 

survey website took place via social media (discussed further in the following 

paragraph).  

 

Convenience sampling occurs where there is not a systematic approach to 

recruiting participants and participants are not specifically chosen by the 

researcher because of some particular characteristic (Beidernikl & 

Kerschbaumer, 2007; Schonlau, Fricker, & Elliott, 2002). Although this means 

that a specific response rate cannot be calculated (as there isn’t a finite 

population having been identified), a completion rate is able to be determined 

for those that began the survey. There are various arguments that convenience 

sampling poses particular problems for the analysis of data collected as there is 

a degree of self-selection involved (Schonlau et al., 2002). There is also a 

potential for sample bias in non-probability sampling and an argument that on-

line surveys will only be representative of the portion of the population that have 

access to the internet (Beidernikl & Kerschbaumer, 2007; Roberts, 2007). 

However, there is now work which argues that these limitations of internet 

usage are “rapidly diminishing particularly in western countries” (Roberts, 2007, 

p. 22). Non-probability sampling is also very common in the type of research 

being conducted here where it is exploratory in nature and where hypotheses 

are being developed rather than tested.  
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It should be noted that a particular type of recruitment was employed in this 

research. A Facebook page with accompanied advertising was used to recruit 

participants for the survey. Though this may be considered a new or novel 

approach to survey recruitment it is becoming increasingly popular because of 

the increasing usage amongst the population of social media. In her paper, 

Brickman-Bhutta (2012) outlines the strengths and weaknesses of using 

Facebook as a sampling frame in a particular study. The main strength was the 

ability to rapidly reach a vast audience and gain survey completions in a 

relatively short period of time (compared to traditional phone or post mail 

surveys). Although a small number of sample bias issues were discovered 

(compared to a similar probability based sample), Brickman-Bhutta argued that 

the data still “preserved the statistical relationship between the variables of 

interest” (2012, p. 24). Suggestions to mitigate some of the problems 

associated with Facebook recruitment of participants were to utilise specific 

questions within the survey from probability based surveys and releasing the 

survey in multiple stages. Both these techniques were used in the current 

research.  

 

5.4 Pilot Testing  

 

The draft survey instrument was pilot tested prior to final release. This pilot 

testing was conducted amongst some of those participants who took part in the 

focus groups as well as the supervisors of the project. In all, there were twelve 

valid pilot tests received with a large amount of useful feedback received on 

both the questions themselves as well as the ease of use of the online platform.  

 

As a result of the pilot testing, a number of changes were made to the survey 

instrument. Firstly, the pilot testing showed that nearly all those who fully 

completed the survey took longer than 30 minutes. This was considered too 

long if the desired number of participants was to be reached. Each question 

was therefore considered and rated according to its level of importance to the 
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overall research and its link back to the focus group findings. From here five 

questions and four sub-parts of questions were removed from the survey. 

 

There was also some useful feedback gained in terms of wordings in particular 

questions and all these suggestions were used to provide further clarity to 

questions. A number of changes to page breaks and layouts were also changed 

as a result of the pilot testing in order to improve the ‘look and feel’ of the 

survey. 

 

At this stage, all of those questions which would be used to determine a 

participant’s overall tax literacy score were identified and those correct options 

were entered into the survey tool so that an overall tax literacy score would be 

automatically generated for each participant upon completion. The questions 

used to determine the overall tax literacy score came from the results of the 

focus groups as discussed in Chapter Four and key findings in the literature 

(particularly in relation to superannuation). The simple scoring system used to 

determine the tax literacy score was discussed in Chapter Three. 

 

The final version of the survey contained 65 questions including ten 

demographic questions. In total 31 questions counted toward a participant’s 

overall tax literacy score. The other questions represented demographic, 

confidence or other questions. 

 

5.5 Computer Assisted Analysis - SPSS 

 

In analysing the survey data, Version 19 IBM SPSS Statistics was used. A 

direct download of survey results from Qualtrics to SPSS was undertaken for 

each separate survey link (USQ participants, Griffith University participants and 

web participants) and then each of these were merged together to create one 

large data set.  

 

The data was then verified and coded via a number of steps to ensure reliability 

and validity. Basic data checking and data validation was undertaken in the first 
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instance to ensure results in SPSS were labelled as the correct type (such as; 

string, numeric, text) and value (such as; 0,1). Further cleaning of the data was 

then undertaken. All responses where the participant did not complete the 

survey and was logged in for less than ten minutes were excluded from the 

results. This was done in order to remove any biases in the results where low 

scores may have been attributable to participants not completing a majority of 

the survey questions. Responses where a participant completed at least half of 

the survey and was logged in for more than ten minutes were included in the 

results. Originally there were a total of 884 survey results downloaded and after 

this data checking and validation was completed, the final analysis resulted in 

604 useable responses. This suggests the completion rate for the survey was 

68%. See Appendix E for details on specific data cleaning details.33  

 

5.6 Results 

 

The following section provides a discussion of the survey results, statistical 

findings and contributions with reference to each of the relevant research 

questions. This begins by outlining the descriptive statistics of the survey 

sample.  

 

5.6.1 Descriptive Statistics 

 

Table 5-1 details the descriptive information of the survey sample. As outlined 

above, the final sample size was 604. This is submitted to be an adequate size 

to draw conclusions. It has been calculated that for survey samples of 500, with 

a 95% confidence interval, the margin of error is 4.5%; therefore this sample 

would have a slightly lower margin of error than this (“Sample Size”, 2006; 

McLennan, 1999).  

 

                                                           
33

 Note that no data weighting for non-response or to increase the sample was undertaken for the 
purpose of this research project. 
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The sample shows the survey to have a higher proportion of ‘females’ (68.9%) 

to ‘males’ (31.1%). Though Australian Bureau of Statistics (ABS) data indicates 

that there are slightly more females than males in the adult population34 

(Australian Bureau of Statistics, 2012a), the survey sample is higher again for 

females, than the population as a whole. This higher proportion of females to 

males should be taken into account when interpreting the findings of the survey. 

It is noted that the ANZ surveys of adult financial literacy were post-weighted to 

align the demographic survey data with ABS Census distributions (ANZ, 2008, 

p. 2). 

 

In terms of employment hours, Table 5-1 shows 74.5% of the sample size as 

either in full-time or part-time/casual work. While this appears to be a large 

portion of the sample, it is consistent with ABS statistics which show 88.4% of 

persons aged 15 and over in either full-time or part-time work (Australian 

Bureau of Statistics, 2012a). Notwithstanding this consistency, the findings from 

the survey need to be read in the context that the vast majority of the sample 

was either in full-time or part-time employment.  

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
34

 In the 2011 census, the sex ratio of the total population for Australia was 49.4% males and 50.6% 
females.  
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TABLE 5-1 Descriptive Statistics of Survey Sample 

  N Total Percentage 

Gender Male 188  31.1% 

 Female 416 604 68.9% 

Age Bracket 18-29 190  31.5% 

 30-44 231  38.2% 

 45-54 118  19.5% 

 Over 55 65 604 10.8% 

Employment Hours Full-time paid work 333  55.1% 

 Part-time or Casual paid work 117  19.4% 

 Full-time student 75  12.4% 

 Full-time student working>15 hours per week 58  9.6% 

 Other (including retired) 21 604 3.5% 

Employment Category Working for an employer 496  82.1% 

 
Self-employed / Contractor / Small business 

operator  34  5.6% 

 Other 10  1.7% 

 I am not in paid work 64 604 10.6% 

Education Level Secondary Year 10 or less 18  3% 

 Secondary (to year 12) 89  14.7% 

 Trade, Apprenticeship or Other TAFE 97  16.1% 

 Undergraduate degree (Bachelor) 164  27.2% 

 
Postgraduate degree (Masters, Doctorate, 

professional qualification) 233  38.6% 

 Other (coded system missing) 3 604 0.5% 

Total Income $0 - $20,000 113  18.7% 

 $20,000 – $49,000 140  23.2% 

 $50,000 - $100,000 255  42.2% 

 $100,000 - $150,000 55  9.1% 

 >$150,000 20  3.3% 

 Prefer not to say (coded system missing) 21 604 3.5% 

Financial Experience Yes 112  18.5% 

 No 492 604 81.5% 

 

Note: This table shows descriptive information for the variables that were used in the below statistical analysis. Some variables 
had more categories in the original survey, however due to low numbers in some categories; some had to be recoded in order for 
valid analysis to occur. The full details of original categories can be found in the Appendices. 

 

 

 

The next item of demographic information collected related to categories of 

employment. It can be seen that the vast majority of participants (82.1%) are 



 

155 

employees. There were 5.6% of participants that were self-employed. This 

means that aspects of the survey which discuss the results specific to small 

business owners need to be read in the context that they are a much smaller 

sample size than the rest of the survey sample. Due to this, there are only brief 

comments made in relation to small business owners. However, aspects of the 

results which could be explored further with a larger sample are identified and 

discussed. 

 

The education level of participants was also gathered. This was an important 

aspect of demographic information as it would allow comparison with other 

measurements of financial literacy. As can be seen, 65.8% of the sample has 

either a Bachelor or Post-Graduate qualification of some kind. ABS data reports 

that as of May 2012, the proportion of the adult population (15-64) with a non-

school qualification was 59% (Australian Bureau of Statistics, 2012b). Though 

these results are quite close, it may be concluded that the sample is slightly 

biased toward the more educated. Based on other surveys of adult financial 

literacy both in Australia and overseas (discussed in Chapter Two), this would 

tend to indicate that levels of tax literacy might be overstated in the final results 

(given that financial literacy tends to be lowest in those with lower general 

education levels). Similarly, it is unlikely that any low levels of tax literacy found 

would be as a result of sample bias towards those with lower levels of general 

education. 

 

Income levels of participants reveal that 84.1% of survey participants had 

taxable incomes in the previous year of less than $100,000. The most common 

income bracket reported was the $50,000 - $100,000 bracket. This is slightly 

higher than 2011 ABS Census data which shows that the median weekly 

income for an individual aged 15 years and over is $577 (converts to an annual 

income of $30,004) (Australian Bureau of Statistics, 2012a). As the question 

asked for participants’ ‘taxable income’ it is preferable to compare the sample to 

taxation statistics for consistency. Current Australian Tax Office (‘ATO’) 

Statistics for the 2011 income year show the average taxable income for 

individuals was $51,342 (Australian Taxation Office, 2013b, p. 12). Again, this 
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average is consistent with the survey sample. Also, it should be noted that there 

were 18.7% of participants (113 respondents) that reported having a taxable 

income of less than $20,000. This provides a sample size sufficient enough for 

comparisons to be made with other surveys of financial literacy. This is 

important because previous surveys of financial literacy have concluded 

financial literacy tends to be lower in those with lower incomes or lower-socio 

economic situations.  

 

The final piece of demographic information gathered was in relation to whether 

or not the participant had any previous financial experience. This was defined 

as the participant having worked as an accountant, financial planner, 

investment advisor or in the superannuation or finance field. It can be seen that 

there were 18.5% of survey participants identifying as having previous financial 

experience. This means that the vast majority (81.5%) of participants would be 

regarded as having no specific financial experience. This information was 

gathered for two reasons. Firstly in the focus groups it was identified by some 

participants that there may be cause to believe that even some of those with 

financial experience working in those identified fields may have less than the 

required basic tax knowledge. Also, it was included in order to ensure there was 

not a sample bias towards those with financial knowledge or previous 

experience. It was decided that given small numbers, this category would not be 

explored further in the analysis. However, future surveys with additional 

participants with financial experience could explore this further.  
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5.6.2 R3 – Are there similarities in the demographics that have low levels 
of taxation literacy and those who have low levels of financial 
literacy? 

 

This section presents the survey findings in relation to overall levels of tax 

literacy in Australia and whether there are demographics which have particularly 

low levels of tax literacy. The section begins with an overview and discussion of 

the ‘tax literacy score’ (TLS) results for the entire sample and be followed by 

detailed analysis and reporting of statistical tests for the overall TLS and each 

demographic. This section addresses the following research questions: ‘Are 

there similarities in the demographics that have low levels of taxation literacy 

and those who have low levels of financial literacy?’(R3) and ‘What is the level 

of Tax Literacy in Australia and are there demographics which have particularly 

low levels of Tax Literacy?’ (SR3).  This section therefore concludes with 

comments that address these research questions. 

 

As outlined earlier, there were 31 questions which counted towards the 

participants overall TLS. Mean TLS is therefore expressed as a score out of 31. 

For the purpose of categorical analysis the TLS was also categorised from 

‘poor’ through to ‘high’ tax literacy. These categories were determined 

according to the scale presented in Table 5-2: 

 

TABLE 5-2  Tax Literacy Score Categories  

Score Range Category 

0 -   3.9 Poor 

4.0 - 10.4 Low 

10.5 - 16.9 Basic 

17.0 - 23.4 Medium 

23.5 – 31.0 High 

 

A summary of overall TLS by mean, category and demographic is presented in 

Table 5-3. It can be seen that overall, the mean TLS (maximum score 31) of the 

sample was 16.21 (52%) and the mode score was 14 (45%). From the 

breakdown of these categories presented by demographic it can be seen that 
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19.2% (116) of participants had either ‘poor’ or ‘low’ tax literacy. As the 

questions in the survey were derived from the focus group findings as to what 

represented ‘basic’ areas of tax that a financially literate person should 

understand, it is argued therefore that ‘basic’ is the threshold at which we 

determine whether a person understands those concepts of taxation and 

superannuation. It is therefore argued that only 42% of the sample had 

knowledge above a basic level. In Chapter Two it was reported that the 2008 

ANZ Survey of Adult Financial Literacy found a mean financial literacy score 

(FLS) of 71.3%.35 Consequently it is argued that the overall level of tax literacy 

in Australia appears to be substantially less than that of overall financial literacy. 

It is acknowledged that the tax literacy survey in this project focused mainly on 

basic taxation concepts with only some superannuation questions. The ANZ 

survey incorporated questions more specific to superannuation alone and 

taxation of superannuation, therefore a direct comparison of results is 

problematic. However, it should be noted that the 2008 ANZ Survey of Adult 

Financial Literacy Summary Report stated that all population groups found 

superannuation issues more difficult than basic banking. Further the 2008 ANZ 

Survey found that superannuation and taxation were both areas where 

participants identified they would like further education or information. The 

findings here that overall tax literacy is less than overall financial literacy are 

therefore consistent with tenor of the ANZ survey findings.  

                                                           
35

 The 2008 ANZ Survey of Adult Financial Literacy reported a mean Financial Literacy Score of the whole 

sample (3500) of 83.1 where the highest score was 116.5 (ANZ, 2008). It should be noted that the FLS 

from the 2008 ANZ survey is being used as a comparison here due to the fact that in 2011 the ANZ 

survey used a slightly different methodology where only financial knowledge and numeracy were 

grouped together to form a score. All other aspects in the survey (such as attitudes, planning ahead, 

staying informed and financial control) were measured separately and reported as indices. 
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TABLE 5-3  Summary of Overall Tax Literacy Scores 

  

N 

Mean Tax 
Literacy 
Score  

(Max 31) 

Tax Literacy Score Category 

  Poor Low Basic Medium High 

Gender Male 188 17.6 11 16 66 48 47 
 Female 416 15.58 30 59 165 110 52 

  604 16.21 
41 

6.7% 
75 

12.41% 
231 

38.24% 
158 

26.1% 
99 

16.3% 

Age Bracket 18-29 190 15.14 15 29 79 41 26 
 30-44 231 16.58 11 29 91 60 40 
 45-54 118 16.71 8 14 42 32 22 
 Over 55 65 17.09 7 3 19 25 11 

  604 16.21 
41 

6.7% 
75 

12.41% 
231 

38.24% 
158 

26.1% 
99 

16.3% 

Employment 
Hours 

Full-time paid work 333 17.19 17 35 119 95 67 

 
Part-time or Casual 
paid work 

117 16.09 11 10 50 24 22 

 
Other (including 
Retired)  

21 16.67 0 4 6 9 2 

 Full-time student 75 13.37 9 18 28 15 5 

 
Full-time student 
working>15 hours per 
week 

58 14.29 4 8 28 15 3 

  604 16.21 
41 

6.7% 
75 

12.41% 
231 

38.24% 
158 

26.1% 
99 

16.3% 

Employment 
Category 

Working for an 
employer 496 

16.3 33 53 199 131 80 

 
Self-employed / 
Contractor / Small 
business operator  

34 18.56 3 3 8 8 12 

 Other 10 13.9 2 1 3 3 1 
 I am not in paid work 64 14.61 3 18 21 16 6 

  604 16.21 
41 

6.7% 
75 

12.41% 
231 

38.24% 
158 

26.1% 
99 

16.3% 

Education 
Level 

Secondary (to year 10) 
or Less 

18 14.28 3 2 6 6 1 

 Secondary (to year 12) 89 15.1 6 16 37 18 12 

 
Trade, Apprenticeship 
or Other TAFE 
completed 

97 15.57 7 12 37 33 8 

 
Undergraduate degree 
(Bachelor) 

164 16.05 12 16 72 40 24 

 

Postgraduate degree 
(Masters, Doctorate, 
professional 
qualification) 

233 17.14 13 29 78 59 54 

  601 16.21 
41 

6.8% 
75 

12.48% 
230 

38.27% 
156 

25.96% 
99 

16.5% 

Total Income $0 - $20,000 113 15.29 7 17 47 30 12 
 $20,000 – $49,000 140 14.61 15 24 54 30 17 
 $50,000 - $100,000 255 16.38 14 27 105 72 37 
 $100,000 - $150,000 55 19.33 2 2 16 18 17 
 >$150,000 20 20.65 2 1 2 5 10 

 
 

583 16.21 
40 

6.9% 
71 

12.2% 
224 

38.4% 
155 

26.6% 
93 

16% 
 

Notes – This table shows the aggregate tax literacy scores for those questions in the survey that counted toward this score. The 
maximum sore was 31 and the mean score for each category of dependant variable is shown in Column 4. 
Column 4 shows the mean tax literacy score (max 31 correct) for each dependant variable. 
Columns 5-9 show the number and overall % of participants in binned categories of overall tax literacy.   
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5.6.2.1 SR3 –What is the level of Tax Literacy in Australia and are there 

demographics which have particularly low levels of Tax Literacy? 

 

The discussions and data analysis in this section refer mainly to Table 5-3 

which summarises the overall mean tax literacy scores and scores by category 

for each of the demographic groups. For each demographic group, statistical 

results and discussions is presented. Any findings are then be compared to the 

findings of the 2008 ANZ Survey of Adult Financial Literacy for similar groups. 

The section concludes by summarising the demographics that have low levels 

of tax literacy in Australia and noting which of those have also been found to 

have low levels of Financial Literacy. 

 

Gender 

Table 5-3 demonstrates that the mean TLS of ‘females’ is slightly lower (15.58) 

than that of ‘males’ (17.6).  In order to explore this further, a Pearson chi-

squared test was performed with the categorised results. This showed a 

significant relationship between overall score category and gender: ² (4, N = 

604) = 16.80, p = .002. There were more than expected ‘males’ in the ‘high’ score 

category (16 more than expected) and less in the ‘poor’ or ‘low’ score 

categories (9 less than expected). Similarly, there were less than expected 

‘females’ in the ‘high’ score category (16 less than expected) and more than 

expected in the ‘poor’ or ‘low’ score categories.  

 

The conclusion in relation to greater TLS for males is also supported through 

the independent samples t-test conducted for mean overall TLS: t(602) = 3.47, p 

= .001. This result shows a significant relationship (at 1%) that ‘males’ have a 

higher TLS than ‘females’. This is an interesting finding and is explored further 

when analysis of confidence scores are performed.  It is also supported by 

financial literacy findings which have demonstrated that males to have a slightly 

higher average FLS (85.9) than females (80.5) (ANZ, 2008, p. 10). This finding 

may be explored further in future research as it may add to the already growing 
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body of literature from a variety of disciplines which attempt to explain reasons 

why females take a lesser role in household finances than males and often 

have less superannuation on average at retirement than males. There may be 

an argument arising from this research that one reason for this is that females 

have slightly lower understandings of basic tax and superannuation concepts 

than males. 

 

Age 

Table 5-3 shows those participants in the ‘18-29’ category had the lowest 

overall TLS (mean score 15.14) and those in the ‘over 55’ category had the 

highest overall TLS (mean score 17.09). Overall, the results indicate that basic 

tax and superannuation literacy generally increases as age increases. This 

finding consistent with the 2008 ANZ Survey which determined that financial 

literacy was lower than the overall mean for those in the ‘18-24’ category (ANZ, 

2008, p. 4). Interestingly, the 2008 ANZ Survey found that financial literacy was 

lower than the overall mean for those in the 70 years or over category. For the 

age category ‘45-59’ the mean FLS was higher than the overall mean (89.1) 

and for the age category ‘60-69’ the mean FLS was slightly lower than the 

overall mean (81.6) (ANZ, 2008, p. 10). Here, those in the ‘over 55’ category 

had higher than the average TLS. This finding may be due to the fact that the 

age categories in this survey are slightly different, or that for tax and 

superannuation issues in particular, there is more at stake for those age groups 

which may explain the higher score. The age group ‘18-29’ having the lowest 

levels of taxation literacy is in line with previous financial literacy literature 

discussed in Chapter Two which generally shows that the younger age groups 

are more at risk of having lower financial capability and lower confidence in 

understanding financial matters.  

 

A Pearson chi-squared test was performed to explore the categorised results. 

This did not show a significant relationship between tax literacy score and age 

category  However, in relation to mean TLS, the ANOVA test showed a 

significant relationship (at 10%), though this was not as strongly significant as 

was observed in other variables: F(3,603) = 2.497, p = .059.  
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TABLE 5-4  Tax Literacy Score – Age (Comparison of Mean Variances) 

 18-29 years 30-44 years 45 -54 years Over 55 years 

18-29 years  -1.443** -1.575** -1.955** 

30-44 years 1.443**  -0.132 -0.512 

45 -54 years 1.575** 0.132  -0.380 

Over 55 years 1.955** 0.512 0.380  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported. 
 

 

From Table 5-4 it can be seen that the largest mean difference and significance 

is between those in the ‘18-29’ category and those in the ‘over 55’ category, 

with the older age group scoring nearly two full points on average more than 

those in the younger category. Table 5-4 also shows that the mean difference in 

TLS score increases as the age category increases. This allows the conclusion 

to be drawn that as age increases, TLS also appears to increases. 

 

Employment Hours 

From Table 5-3 it is reported that the category with the lowest overall TLS was 

‘full-time students’ (mean score 13.37). Those with the highest overall TLS were 

those in ‘full-time work’ (mean score 17.19). ‘Full-time students working greater 

than 15 hours per week’ had a slightly higher TLS than those ‘full-time students’ 

who were not working greater than 15 hours per week (mean score 14.29). This 

finding appears to indicate that TLS increases as the number of employment 

hours increases. 

 

A Pearson chi-squared test was performed to explore the categorised results. 

This showed a significant relationship between overall score category and 

employment hours: ² (16, N = 604) = 39.63, p = .001. It was observed that in all 

categories of employment hours which include some type of paid work the 

percentage count of participants per category was ranked as follows (highest % 

to lowest %): ‘basic’, ‘medium’, ‘high’, ‘low’, ‘poor’. This ranking was only 

different in those two categories that did not include paid work (‘other’ and ‘full-
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time student’). For ‘full-time students’ it was observed there were more 

participants than expected in the ‘poor’ and ‘low’ categories (11 more than 

expected) and less than expected in the ‘medium’ and ‘high’ categories (12 less 

than expected). These results support the argument that there appears to be an 

association between employment hours and TLS which makes it likely that as 

employment hours increase, TLS will also increase. 

 

In relation to the mean TLS, this relationship is supported through the ANOVA 

result: F(6,599) = 6.66, p = .000.  From Table 5-5 it is observed that the largest 

mean difference and largest significance is between those in ‘full-time paid 

work’ and ‘full-time students’ (3.816***). This difference with ‘full-time students’ 

was also observed when compared against both the ‘part-time/casual’ category 

(2.721**) and the ‘other’ category (3.293**). It should be noted that the ‘other’ 

category includes retirees. These results are therefore consistent with the 

earlier findings in relation to age which show that although TLS generally 

increases as age increases, there is a slight increase for those ‘over 55’ (which 

also includes retirees). The findings in relation to TLS and employment hours 

are broadly in line with the ANZ Survey which found that FLS was highest for 

those in Paid Work (89.8), followed by those in Home Duties (76.7), Students 

(73.6), Retirees (72.6) and Unemployed (66.7). Finally, it can also be concluded 

that in line with financial literacy results, TLS is generally lower for those ‘full-

time students’ compared to those in paid work (either full-time or part-time).  

 

TABLE 5-5  Tax Literacy Score – Employment Hours (Comparison of Mean Variances) 

 
Full-time Paid 

Work 

Part-time or 

Casual 

Other 

(including 

retired) 

Full-time 

Student 

Full-time Student 

working >15 

hours per week 

Full-time Paid Work  1.095 0.523 3.816*** 2.896** 

Part-time or Casual -1.095  -0.573 2.721** 1.801 

Other (including 

retired) 
-0.523 0.573  3.293** 2.374 

Full-time Student -3.816*** -2.721** -3.293**  0.920 

Full-time Student 

working >15 hours per 

week 

-2.896** -1.801 -2.374 0.920  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported. 
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These findings support concerns raised in Chapter Two that there are risks in 

not teaching basic tax or superannuation concepts in the primary and 

secondary education systems. These basic concepts must then be acquired 

when people commence paid work for the first time. The adequacy of this 

understanding may then be impacted by where people obtain the necessary 

information from and whether that source is reliable (this issue is explored 

further later in this chapter). 

 

Employment Category 

From Table 5-3 it can be seen that those ‘not in paid work’ and in the ‘other’ 

categories had the lowest TLS (mean scores 14.61 & 13.9 respectively). Those 

who identified as ‘self-employed’ had the highest TLS (mean score 18.56) 

followed by those ‘working for an employer’ (mean score 16.3). This is 

consistent with the ANZ Survey which found (as stated earlier) that those in 

paid work and those whose income came from salary, wages or businesses, 

had higher FLS scores than the overall mean (ANZ, 2008, p. 11). Interestingly, 

around 17% of the ‘working for an employer’ category were categorised as 

having ‘poor’ or ‘low’ tax literacy.  

 

A Pearson chi-squared test was performed to explore the categorised results. 

This showed a significant relationship between tax literacy category and 

employment category, ² (8, N = 594) = 27.12, p = .001. In exploring the results 

further, it can be seen that there were significantly more than expected high 

scores in the ‘self-employment/small business’ category (6 more than 

expected). There were also significantly more than expected results in the ‘poor’ 

and ‘low’ categories for those ‘not in paid work’ (10 more than expected). These 

results clearly indicate that there is an association between paid work and TLS 

and that TLS category generally increases for those either in paid work or those 

who are self-employed.  

 

In relation to mean TLS, this significant relationship between TLS and 

employment category (at 5%) is supported through the ANOVA result: F(3,600) = 

3.095, p = .026. From Table 5-6 it can be seen that the most significant mean 
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difference comes when comparing those in the ‘self-employed/small business’ 

category and those ‘not in paid work’ (3.949***). There is also a difference 

between those ‘working for an employer’ and those ‘not in paid work’ (1.689*), 

though this is significant only at 10%.   

 

TABLE 5-6  Tax Literacy Score – Employment Category (Comparison of Mean Variances) 

 
Working for an 

Employer 

Self employed / 
Contractor / Small 
Business Operator 

Other 
I am not in paid 

work 

Working for an 
Employer 

 -2.260* 2.398 1.689* 

Self employed / 
Contractor / Small 
Business Operator 

2.260*  4.659* 3.949** 

Other -2.398 -4.659*  -0.709 

I am not in paid work -1.689* -3.949** 0.709  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported 
 

These results reinforce the earlier finding that TLS increases as the association 

with paid work increases. This was also consistent with the ANZ survey 

findings. It is also possible to assert that TLS generally increases for those that 

are self-employed or operate small businesses. From these results an argument 

can be made that tax literacy increases when comparing small business 

operators to those ‘not in paid work’. This finding is unable to be compared to 

the ANZ FLS results as the demographic data reported did not identify these 

categories.  

 

Education 

Table 5-3 reports that those with ‘postgraduate’ education had the highest mean 

TLS (mean score 17.14). The results demonstrate that TLS generally increases 

as education levels increase. There are many arguments that as general 

educational qualifications increase then it would be expected that financial 

literacy levels would increase. The 2008 ANZ survey also found that mean FLS 

increased as the highest level of education completed increased (ANZ, 2008, p. 

10). However, there is some literature to support the view that increased literacy 
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and numeracy does not always align with increased financial literacy (Coben et 

al., 2005, p. 6). 

 

A Pearson chi-squared test was performed to explore the categorised results. 

This showed a relationship (at 10%) between TLS category and education level, 

² (16, N = 601) = 26.04, p = .053. Consequently while there is a correlation 

between TLS and education, this relationship is not as strong as for the 

employment related categories where the significance was at 1%. Analysis of 

the chi-squared results and cross tabulations revealed that this relationship was 

due to there being a much greater than expected number of ‘postgraduate’ 

participants in the ‘high’ TLS category (15 more than expected). There were 

much lower than expected results in the ‘medium’ and ‘high’ TLS categories for 

those in both secondary education categories.  

 

In relation to mean TLS, this relationship (at 10%) is supported through the 

ANOVA result: F(4,596) = 2.379, p = .051. From Table 5-7 below it can be seen 

that the largest mean difference is between those with ‘postgraduate’ education 

and those with the lowest category of education (2.860*). There is also likely to 

be an increase in TLS amongst those with ‘postgraduate’ education compared 

to those with ‘secondary to year 12’ levels of education. Again this is consistent 

with the 2008 ANZ survey of financial literacy which found that those “whose 

education did not extend beyond year 10 had lower FLSs (mean of 70.7) than 

those who had completed either a university degree or other post-secondary 

education (88.2)” even when controlled for age (ANZ, 2008, p. 4).  
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TABLE 5-7  Tax Literacy Score – Education (Comparison of Mean Variances)  

 

Secondary 
year 10 or 

less 

Secondary 
to year 12 

Trade, 
Apprenticeship 
or Other TAFE 

Undergraduate 
degree 

(Bachelor) 

Postgraduate 
degree 

(Masters, 
Doctorate, 

professional 
qualification) 

Secondary year 10 or 
less 

 -0.823 -1.289 -1.771 -2.860* 

Secondary to year 12 0.823  -0.466 -0.948 -2.036** 

Trade, Apprenticeship 
or Other TAFE 

1.289 0.466  -0.482 -1.570* 

Undergraduate degree 
(Bachelor) 

1.771 0.948 0.482  -1.089 

Postgraduate degree 
(Masters, Doctorate, 
professional 
qualification) 

2.860* 2.036** 1.570* 1.089  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported 
 

Income 

From Table 5-3 it can be seen that generally tax literacy increases as income 

increases with the exception that those in the ‘$0 - $20,000’ bracket scored 

slightly higher (15.29) than those in the ‘$20,000 - $49,000’ category (14.61). It 

can also be seen that those in the ‘$50,000 - $100,000’ bracket which had the 

highest number of participants, had 16% of persons scoring in the ‘poor’ or ‘low’ 

categories. This is consistent with the 2008 ANZ survey which found that mean 

FLSs increased as gross annual household income increased (ANZ, 2008, p. 

11). However, it was noted that although this was a general finding, there 

remained 6% of participants in the highest income bracket that had low financial 

literacy scores (ANZ, 2008, p.2). 

 

A Pearson chi-squared test was performed to explore the categorised results. 

This demonstrated a significant relationship (at 1%) between TLS category and 

total income category: ² (16, N = 583) = 47.77, p = .000. When exploring the chi-

squared and cross tabulated results, it was revealed there was a much higher 

than expected number of participants in both the over $100,000 income 

categories that scored in the ‘high’ TLS category. In fact 50% of the ‘greater 

than $150,000’ participants scored in the ‘high’ TLS category. For those in both 
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the less than $50,000 income categories there were overall higher than 

expected participants in the ‘poor’ and ‘low’ TLS categories. Over 50% of 

participants that were in the ‘poor’ TLS category reported incomes less than 

$50,000.  

 

In relation to mean TLS, a significant relationship was also found and is 

supported through the ANOVA result: F(4,578) = 8.286, p = .000. Table 5-8 

demonstrates that the largest and most significant mean differences are when 

comparing those in the greater than $100,000 categories and those in the less 

than $50,000 categories. Here there is a mean difference in the range 4-6 (this 

is almost one full score category) and all are at 1% significance. This shows a 

strong correlation between TLS and total income. This is in line with the 2008 

ANZ survey which showed an increase in mean FLS as gross annual income 

increase (notwithstanding that there were some in those lower income 

categories that scored highly).  

 

TABLE 5-8  Tax Literacy Score – Total income (Comparison of Mean Variances) 

 $0 - $20,000 
$20,000 - 

$49,000 

$50,000 - 

$100,000 

$100,000 - 

$150,000 
>$150,000 

$0 - $20,000  0.678 -1.092 -4.035*** -5.358*** 

$20,000 - $49,000 -0.678  -1.770** -4.713*** -6.036*** 

$50,000 - $100,000 1.092 1.770**  -2.943** -4.266** 

$100,000 - $150,000 4.035*** 4.713*** 2.943**  -1.323 

>$150,000 5.358*** 6.036*** 4.266** 1.323  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported 
 

 

Conclusions 

Overall, the results of the survey show that 81% of Australians have a TLS at 

the ‘basic’ or higher level. This in turn means that 19% of Australians have a 

TLS classified as either ‘poor’ or ‘low’. However, when taking the mean TLS as 

a percentage of the maximum score, it can be seen that the mean score falls at 
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52%36 of the maximum score. When comparing against the 2008 ANZ survey, 

the mean FLS as a percentage of the maximum score, was 71.3%.37 So, 

although it can be concluded that much like financial literacy, Australians are 

broadly tax literate, they are less literate when it comes to specific tax and 

superannuation issues than financial issues more broadly. As discussed below, 

there are demographics which are at risk of low tax and superannuation literacy 

as was found with financial literacy. 

 

The survey results found there was a relationship between TLS and all 

demographics tested. This relationship was strongest in those categories which 

related to the workplace and income (employment hours, employment category 

and total income). These results were found to be broadly in line with the results 

of the ANZ survey of adult financial literacy which found that FLS tended to 

increase with age, education, occupation and income. The most interesting 

results from this survey were that those relationships with TLS to age and 

education were less significant than those relationships to employment hours 

and employment category. It is argued therefore that it is exposure to the 

workforce and employment which has a more strongly significant impact on 

increased tax literacy than gender, age or general education level. This is an 

important finding in the context of measures to increase tax literacy and 

financial literacy more broadly. It is argued that education and information 

should be provided before the person begins their working career (and then 

ongoing) as it appears that those who have not yet entered the workforce (or 

who have less time spent in the workforce) have the lowest levels of tax literacy. 

As highlighted in the literature these low levels of tax literacy in those groups 

mean that they may be more likely to make poor tax decisions, be vulnerable to 

scams or less likely to seek appropriate advice. It suggested that further 

research could explore the extent to which it is increased income that effects tax 

literacy rather than exposure to work. The following section explores the results 

of specific tax aspects of the survey and their reported levels of understanding.  

                                                           
36

 Mean TLS 16.21 compared to maximum score 31. 

37
 Mean FLS 83.1 compared to maximum score 116.5. 
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5.6.3 SR4 – Which specific aspects of taxation have particularly low levels 

of understanding? 

 

This section follows on from the previous discussion on overall TLSs from the 

survey. The following paragraphs relate to Tables 5-9 and 5-10. Table 5-9 

presents the percentage of correct answers to all the specific tax and 

superannuation questions asked in the survey. Questions where there was a 

less than 50% correct response rate are highlighted in the table and these are 

discussed in further detail below. Table 5-10 presents further data on seven of 

the low scoring questions in more detail. Correct response rates are presented 

by demographic as well as confidence score category and TLS category. 

Significance of statistical testing is also denoted in Table 5-10 where relevant.  
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TABLE 5-9  Tax Literacy Survey Correct Response Rates by Question 

 
Number Correct 

% Total 
Participants 

Number  
not 

answered 

Applying the meaning of Taxable Income. 
316 

52.3% 
0 

Calculating Taxable Income. 
302 

50%* 
0 

Calculating Assessable Income. 
321 

53.1% 
0 

Calculating tax payable using marginal rates of tax 
432 

71.5% 
19 n/a 

Applying marginal tax rates to an extra $1 of income. 
448 

74.2% 
19 n/a 

Applying the effect of Deductions. 
263 

43.5%* 
29 n/a 

Determine Deductibility of Transaction 
  
    

 

Travel Home – Work 
474 

78.5% 
50 n/a 

Travel – separate places employment 
302 

50%* 
50 n/a 

Clothing  -retail worker 
153 

25.3%* 
50 n/a 

Clothing – corporate uniform 
498 

82.5% 
50 n/a 

Lunch – whilst at work 
534 

88.4% 
50 n/a 

Lunch – at offsite meeting 
175 

29%* 
50 n/a 

Newspaper – owns minimum shares 
Y 220 36.4% 
N 199 32.9% 

50 n/a 

Interest – loan on investment property 
394 

65.2% 
50 n/a 

Medical expenses out of pocket 
256 

42.4%* 
50 n/a 

Applying the effect of Offsets. 
274 

45.4%* 
29 n/a 

Classify Spouse Rebate – Offset/Deduction 
342 

56.6% 
33 n/a 

Classify Rental Interest – Offset/Deduction 
315 

52.2% 
33 n/a 

Classify Super Co-Cont – Offset/Deduction 
138 

22.8%* 
33 n/a 

Classify Work Clothing – Offset/Deduction 
500 

82.8% 
33 n/a 

Classify Ed’n Tax Refund – Offset/Deduction 
190 

31.5%* 
33 n/a 

Classify Travel expenses  – Offset/Deduction 
474 

78.5% 
33 n/a 
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TABLE 5-9  Continued 

 
Number Correct 

% Total 
Participants 

Number  
not 

answered 

Knowledge of current rate of compulsory employer superannuation. 
344 
57% 

62 n/a 

Awareness of superannuation being taxed at a lower rate than other 
investments. 

346 
57.3% 

62 n/a 

Understanding tax on Capital Gains (taxed at marginal rates with 
50% discount sometimes applying)** 

169 / 28% * 
tax rate 

160 / 26.5% * 
50% discount 

61 n/a 

Understanding the meaning of negative gearing. 
327 

54.1% 
61 n/a 

Understanding the rate of Medicare Levy. 
281 

46.5%* 
62 n/a 

Understanding how Medicare Levy is calculated. 
282 

46.7%* 
62 n/a 

Awareness of ability to claim medical tax offsets. 
319 

52.8% 
62 n/a 

Understanding the threshold for medical tax offset. 
147 

24.3%* 
285 n/a*** 

 

Notes: This table shows the number and % correct responses for each of the questions that counted toward the 
overall tax literacy score. The total number of questions counted toward the score was 31. 
* Number of Correct Responses <50%. 
** Two marks available for this question. 
***Flow-on question, so some participants not asked. 
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TABLE 5-10  Low Scoring Question Results by Demographic  

   Number and Percentage Correct for Question 

  Total 
Calc 

Taxable 
Income 

Effect 
Deduct 

Effect 
Offsets 

Cap 
Gains 
Rate 

Cap Gains 
Discount 

Rate 
Medicare 

Medicare 
Calculate 

Gender Male 
188 

 
106 

56.4% 
105 

55.8% 
107 

56.9% 
65 

34.6% 
72 

38.3% 
95 

50.5% 
100 

53.2% 

 Female 
416 

 
196 

47.1% 
158 
38% 

167 
40.1% 

104 
25% 

88 
21.2% 

186 
44.7% 

182 
43.8% 

  
604 

 
302 

50%** 
263 

43.5%*** 
274 

45.4%*** 
169 

28%** 
160 

26.5%*** 
281 

46.5% 
282 

46.7%** 

Age Bracket 18-29 
190 

 
84 

44.2% 
67 

35.3% 
82 

43.2% 
58 

30.5% 
48 

25.3% 
81 

42.6% 
83 

43.7% 

 30-44 
231 

 
123 

53.2% 
102 

44.2% 
105 

45.5% 
55 

23.8% 
56 

24.2% 
97 

42% 
106 

45.9% 

 45-54 
118 

 
58 

49.2% 
53 

44.9% 
55 

46.6% 
38 

32.2% 
36 

30.5% 
69 

58.5% 
59 

50% 

 Over 55 
65 
 

37 
56.9% 

4 
6.1% 

32 
49.2% 

18 
27.7% 

20 
30.8% 

34 
52.3% 

34 
52.3% 

  
604 

 
302 
50% 

263 
43.5%*** 

274 
45.4% 

169 
28% 

160 
26.5% 

281 
46.5%** 

281 
46.5% 

Employment 
Hours 

Full-time paid work 
333 

 
179 

53.8% 
165 

49.5% 
154 

46.2% 
97 

29.1% 
97 

29.1% 
174 

52.3% 
175 

52.6% 

 
Part-time or 
Casual paid work 

117 
 

61 
52.1% 

51 
43.6% 

54 
46.2% 

32 
27.4% 

30 
25.6% 

51 
43.6% 

48 
41% 

 Full-time student 
75 
 

27 
36% 

22 
29.3% 

27 
36% 

17 
22.7% 

18 
24% 

22 
29.3% 

24 
32% 

 
Full-time student 
working>15 hours 
per week 

58 
 

22 
37.9% 

16 
27.6% 

29 
50% 

16 
27.6% 

10 
17.2% 

23 
39.7% 

25 
43.1% 

 
Other (including 
retired) 

21 
 

13 
61.9% 

9 
42.9% 

10 
47.6% 

7 
33.3% 

5 
23.8% 

11 
52.4% 

10 
47.6% 

  
604 

 
302 

50%** 
263 

43.5%** 
274 

45.4% 
169 
28% 

160 
26.5% 

281 
46.5%** 

281 
46.5%** 

Employment 
Category 

Working for an 
employer 

496 
 

249 
50.2% 

218 
46.3% 

225 
45.4% 

138 
27.8% 

125 
25.2% 

237 
47.8% 

233 
47% 

 
Self-employed / 
Contractor / Small 
business operator  

34 
23 

67.6% 
19 

55.8% 
17 

50% 
13 

38.2% 
15 

44.1% 
16 

47.1% 
19 

55.9% 

 Other 10 
2 

20% 
7 

70% 
3 

30% 
2 

20% 
1 

10% 
4 

40% 
7 

70% 

 
I am not in paid 
work 

64 
28 

43.8% 
19 

29.7% 
29 

45.3% 
16 

25% 
19 

29.7% 
24 

37.5% 
23 

35.9% 

  
604 

 
302 

50%** 
263 

43.5%** 
274 

45.4% 
169 
28% 

160 
26.5%* 

281 
46.5% 

281 
46.5%* 

Education 
Level 

Secondary Year 
10 or less 

18 
7 

38.9% 
7 

38.8% 
5 

27.7% 
5 

27.8% 
5 

27.8% 
7 

38.9% 
5 

27.8% 

 
Secondary (to 
year 12) 

89 
35 

39.3% 
29 

32.6% 
39 

43.8% 
26 

29.2% 
19 

21.3% 
42 

47.2% 
37 

41.6% 

 
Trade, 
Apprenticeship 
or Other TAFE 

 
97 
 

43 
44.3% 

32 
33% 

40 
41.2% 

22 
22.7% 

17 
17.5% 

42 
43.3% 

40 
41.2% 

 
Undergraduate 
degree 
(Bachelor) 

164 
87 

53% 
68 

41.5% 
78 

47.6% 
45 

27.4% 
47 

28.7% 
73 

44.5% 
76 

46.3% 

 

Postgraduate 
degree (Masters, 
Doctorate, 
professional 
qualification) 

 
233 

129 
55.4% 

126 
54% 

111 
47.6% 

70 
30% 

72 
30.9% 

115 
49.4% 

124 
53.2% 

  
601

1
 

 
302 

50%** 
263 

43.5%*** 
274 

45.4% 
169 
28% 

160 
26.5%* 

281 
46.5% 

281 
46.5%* 

Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a Pearson chi-squared. 
1 Note that the totals for these categories are less than the overall participants as some were coded as system 
missing as per Table 5-1. However, all percentages in the table are of the total number of participants (604). 



 

174 

 

TABLE 5-10 Continued 

   Number and Percentage Correct for Question 

  Total 
Calc 

Taxable 
Income 

Effect 
Deduct 

Effect 
Offsets 

Cap 
Gains 
Rate 

Cap Gains 
Discount 

Rate 
Medicare 

Medicare 
Calculate 

Total 
Income 

$0 - $20,000 
113 53 

46.9% 
40 

35.4% 
58 

51.3% 
33 

29.2% 
30 

26.5% 
51 

45.1% 
50 

44.2% 

 
$20,000 – 
$49,000 

140 60 
42.9% 

43 
30.7% 

55 
39.3% 

36 
39.9% 

27 
19.3% 

52 
37.1% 

53 
37.9% 

 
$50,000 - 
$100,000 

255 124 
48.6% 

117 
45.8% 

106 
41.6% 

67 
26.3% 

57 
22.4% 

118 
46.3% 

120 
47.1% 

 
$100,000 - 
$150,000 

55 36 
65.5% 

36 
65.5% 

33 
60% 

21 
38.2% 

23 
41.8% 

33 
60% 

33 
160% 

 >$150,000 
20 18 

90% 
15 

75% 
12 

60% 
9 

45% 
13 

65% 
15 

75% 
14 

70% 

  583
1
 

302 
50%*** 

263 
43.5%*** 

274 
45.4%** 

169 
28% 

160 
26.5%*** 

281 
46.5%** 

281 
46.5%** 

Confidence 
Category 

Very Confident 
138 120 

87% 

94 

68.1% 

109 

79% 

59 

42.8% 

88 

63.8% 

103 

74.6% 

100 

72.5% 

 
Slightly 
Confident 

202 117 
57.9% 

102 
50.5% 

99 
49% 

56 
27.7% 

46 
22.8% 

103 
51% 

104 
51.5% 

 Neutral 
174 

 
52 

29.9% 
55 

31.6% 
50 

28.7% 
31 

17.8% 
22 

12.6% 
67 

38.5% 
67 

38.5% 

 
Uncertain/No 
Idea 

90 
 

13 
14.4% 

12 
13.3% 

16 
17.7% 

23 
25.6% 

4 
4.4% 

8 
8.9% 

11 
12.2% 

  
604 

 
302 

50%*** 
263 

43.5%*** 
274 

45.4%*** 
169 

28%*** 
160 

26.5%*** 
281 

46.5%*** 
281 

46.5%*** 

Tax Literacy 
Score 
Category 

High 
 

99 
98 

99% 
86 

86.9% 
94 

94.9% 
62 

62.6% 
81 

81.8% 
91 

91.9% 
92 

92.9% 

 Medium 158 
100 

63.3% 
100 

63.3% 
93 

58.9% 
47 

29.7% 
51 

32.3% 
110 

69.9% 
103 

65.2% 

 Basic 231 
68 

29.4% 
64 

27.7% 
75 

32.5% 
47 

20.3% 
24 

10.4% 
69 

29.9% 
77 

33.3% 

 Low 75 
12 

16% 
9 

12.3% 
10 

13.7% 
12 

16% 
4 

5.3% 
8 

10.7% 
9 

12% 

 Poor 41 
24 

58.5% 
4 

28.6% 
2 

14.3% 
1 

2.4% 
0 

0% 
3 

7.3% 
1 

2.4% 

  
604 

 
302 

50%*** 
263 

43.5%*** 
274 

45.4%*** 
169 

28%*** 
160 

26.5%*** 
281 

46.5%*** 
281 

46.5%*** 

 

Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a Pearson chi-squared. 

1 Note that the totals for these categories are less than the overall participants as some were coded as system 
missing as per Table 5-1. However, all percentages in the table are of the total number of participants (604). 
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5.6.3.1 Calculating Taxable Income 

 

The question which tested whether participants could calculate taxable income 

from a simplified set of facts and was posed as follows:  

If a person has total employment income of $70,000, interest from a bank 

account of $100, gross income from a rental property of $16,000, $4,000 

in deductible salary expenses and deductions (including interest) relating 

to their rental property of $14,000, what is their total taxable income? 

The total percentage of correct responses was 50%. There was a slightly higher 

percentage (52.3%) of participants who understood the meaning of taxable 

income in a theoretical sense (that is, Assessable income less Deductions = 

Taxable Income). This slightly lower percentage when the factual scenario was 

given could be attributed to a calculation error in completing the question or an 

inability to determine amounts which are assessable income or deductions from 

the factual scenario. Given that the results for the question which asked for a 

calculation of Assessable Income only (from the same factual scenario) were 

higher (53.1%), it could be argued that this lower result came from an inability to 

determine which amounts were deductible from the given facts. 

 

In relation to demographic relationships, Table 5-10 shows in Column 4 that 

only 47.1% of ‘females’ scored correctly for this question. When testing whether 

there was a relationship between ‘males’ and ‘females’ for this question, the 

result was significant. ‘Females’ are therefore less likely to understand how to 

calculate taxable income than ‘males’. When testing whether there was a 

relationship between employment hours, employment category, education and 

income, the results were all significant, the strongest being with income. It can 

therefore be stated that ‘full-time students working greater than 15 hours per 

week’, ‘full-time students’, those ‘not in paid work’, with lower education levels 

and in the middle income brackets are less likely to understand how to calculate 

taxable income.  
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5.6.3.2 Applying the effect of Deductions 

 

A question which explored the effect of deductions arose directly from the 

results of the focus groups. The focus group findings were that there may be 

some misunderstandings regarding the actual dollar effect of claiming an 

expense as a tax deduction. The question measuring this understanding was 

posed as follows: 

If the person is entitled to claim a tax deduction of $1,000 for the 

purchase of work related items, taking into account the tax saving, what 

will be the actual cost of those items to the person after they have lodged 

their tax return and claimed the deduction? 

Prior to this question, participants were provided with the person’s total taxable 

income of $60,000 and a current year tax table which showed that for taxable 

incomes in the range $37,001 - $80,000 the tax amount is $4,650 plus 30c for 

each dollar over $37,000. This gave a correct answer of $700. The percentage 

of correct responses was 43.5% which indicates that over half of the 

participants do not understand the dollar effect of claiming an expense as a tax 

deduction. The next most popular answer was ‘not sure’ (21.7%) followed by 

$300 (12.3%). The findings here support the focus group findings in that there 

does appear to be some misunderstandings regarding the effect of deductions 

as well as some uncertainty. However further research would be required to 

determine whether any of the results were attributed to poor mathematical skills. 

 

In relation to demographic relationships, Table 5-10 shows in Column 5 that 

only 40.1% of ‘females’ scored correctly for this question, as opposed to 58% of 

‘males’. When testing whether there was a relationship between males and 

females and scoring correctly for this question, the result was strongly 

significant. ‘Females’ are therefore less likely to understand the dollar effect of 

claiming a deduction than ‘males’. When testing whether there was a 

relationship between age, employment hours, employment category, education 

and income, the results were all significant, the strongest being with age, 

education and income. It can therefore be stated that those in the ‘18-29’ age 
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bracket, ‘full-time students working greater than 15 hours per week’, those ‘not 

in paid work’, with lower education levels and in the lower income brackets are 

less likely to understand the dollar effect of claiming a deduction. 

 

5.6.3.3 Deductibility of Travel  

 

There were two questions posed in the survey that explored whether 

participants understood deductibility of travel expenses. The two questions were 

posed from the focus group results where participants indicated the deductibility 

of travel as being an important aspect to understand as part of overall financial 

literacy. The questions could be classified as basic and intermediate. The first 

basic question was whether ‘travel expenses from home to work by an 

employee’ were deductible or non-deductible. The result was that 78.5% of 

participants answered correctly that these expenses were non-deductible, which 

is positive. However, when posed the intermediate question whether ‘travel 

expenses between two separate places of employment stopping at home on the 

way’ were deductible or non-deductible, the correct answer percentage fell 

substantially to 50%. This indicated there is some level of overall understanding 

of the basic concept of deductibility of home to work travel but where 

circumstances are outside the basic concept the level of tax literacy falls 

substantially. 

 

5.6.3.4 Deductibility of Clothing 

 

Similar to the method used to test the understanding of deductibility of travel 

expenses, deductibility of clothing expenses was tested in two questions. The 

first question asked about the deductibility of “clothes purchased by a retail 

assistant from the retail chain where they work (Company policy states that 

employees must only wear that brand at work).” The result was that only 25.3% 

of participants correctly identified that this item was non-deductible. There were 

55.8% of participants who answered that these items of clothing were 

deductible. This is a concerning result when combined with the earlier result 
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that lower participation in the workforce and less hours in the workplace 

resulted in overall lower tax literacy scores. Given that there is a large portion of 

casual and younger employees in the retail workforce (Australian Workforce 

and Productivity Agency, 2013), there is scope here for substantial education 

and training in this particular area. A misunderstanding of this concept may 

have a detrimental financial effect to a retail worker who purchases clothing on 

the incorrect understanding that the items are deductible. A further detrimental 

effect might be at risk of occurring should the worker then submit their own tax 

return claiming the item in error. 

 

It should be noted that the question which asked whether a “branded corporate 

uninform purchased by an employee” was deductible scored much higher at 

82.5% correct. 

 

5.6.3.5 Deductibility of Food 

 

When asked two questions regarding the deductibility of food, participants 

overall correctly identified that “lunch purchased whilst at work” was non-

deductible (88.4% correct). However, when asked whether “lunch purchased 

whilst attending a work meeting at another location during the working day” was 

deductible, only 29% of participants answered correctly that this was also non-

deductible. This may be linked to participants not being aware that taxation 

legislation generally prevents all deductions in relation to entertainment 

expenses.38 This is a concerning result given that meal expenses during work 

hours are a common transactions for most employees. Where tax deductibility 

rules are not filtering down to the general public or generally understood, there 

is the potential that adverse financial decisions are made. It was stated clearly 

in the focus groups that where persons make financial decisions to spend 

                                                           
38

 Entertainment is defined in s32-10(1) Income Tax Assessment Act (1997) as “(a) entertainment by way 

of food, drink or recreation; or (b) accommodation or travel to do with providing entertainment by way 

of food, drink or recreation”. 
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money on an item/s on the understanding that it is deductible this may have an 

adverse effect on their overall financial position. 

 

5.6.3.6 Deductibility of Medical expenses  

 

In relation to the tax consequences of incurring medical expenses, participants 

were asked whether “the out-of-pocket cost of a surgical operation after taking 

into account the Medicare rebate and private health fund contribution” was 

deductible or non-deductible. The result was that 42.4% of participants correctly 

answered that this expense was non-deductible. This specific question as well 

as others in relation to the Medical Expenses Tax Offset were asked as a result 

of the focus groups which found that understanding tax entitlements in relation 

to medical expenses was something not only important but lacking in 

participant’s current understanding. This is mirrored through the result here 

where it appears less than half of participants understood these items are not 

tax deductible. Of the remaining participants these were almost evenly split 

between those classifying as deductible (26.3%) and those that were unsure 

(23%). Again, this supports the focus group results that this specific area could 

be incorporated into financial literacy education programs to increase the level 

of understanding of these concepts. 

 

5.6.3.7 Applying the effect of Offsets 

 

Attempting to measure the level of understanding (or misunderstanding) 

regarding the nature of offsets, participants were provided the same factual 

scenario as earlier (in relation to deductions) but asked: 

If the same person is entitled to a tax offset of $1,000 for caring for their 

dependant spouse, what will be the actual dollar benefit to them of 

receiving that tax offset? 

Less than half (45.4%) of participants understood that for a tax offset, the effect 

was a refund of the whole amount. That is, a $1,000 offset gives a 
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corresponding $1,000 actual refund. Again, similar to the corresponding 

deduction question, the next most popular response was ‘Not Sure’ (32.5%). 

When read in conjunction with the results for the effect of claiming a tax 

deduction, we can see the results support the themes that emerged from the 

focus groups. It appears there is a widespread misunderstanding of the different 

effects of deductions as compared to offsets. It also appears that this is 

attributed to uncertainty in a practical sense rather than a theoretical 

misunderstanding.  

 

In relation to demographic relationships, Table 5-10 demonstrates in Column 6 

that only 42.4% of ‘females’ scored correctly for this question, as opposed to 

59.1% of ‘males’. As reported in the table, when testing whether there was a 

relationship between ‘males’ and ‘females’ and scoring correctly for this 

question, the result was strongly significant. ‘Females’ are therefore less likely 

to understand the dollar effect of claiming an offset than ‘males’. When testing 

whether there was a relationship between other demographics, the only 

significant result was with income. It can therefore be stated that those in the 

two middle income brackets are less likely to understand the dollar effect of 

claiming an offset than those in the other income brackets. 

 

This result provides support for the argument that the dollar effect of deductions 

and offsets is an area which could be incorporated into a financial literacy 

education program and have positive effects on financial decisions made by 

individuals. This is notwithstanding ongoing arguments that were made earlier 

in the literature regarding simplification of the tax system and the proponent for 

the removal of deductions for individuals and the replacement with a 

standardised deduction. As was argued, by Kerr (2010), given the “refund 

culture” in Australia it is likely that a full standardised deduction scheme for 

individuals is some time away or is more likely to be a hybrid system that still 

incorporates some method of claiming deductions.  
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5.6.3.8 Classifying Common Offsets and Deductions 

 

In a series of questions, participants were given a list of common offsets and 

deductions and asked to classify them into a particular category (Tax 

Deduction, Tax Offset, Neither, Unsure). This question was asked as a result of 

a theme from the focus groups that there appeared to be uncertainty as to how 

beneficial various Government policy announcements were for individuals. This 

emerged as a theme particularly in relation to relatively new policies such as the 

Superannuation Co-contribution and the Education Tax Refund (now repealed). 

These were also the two particular items which showed the lowest levels of 

understanding. Only 22.8% of participants correctly identified that the 

Superannuation Co-contribution was neither an Offset nor a Deduction. The 

most common answer was that the Co-contribution was an Offset (32.3%). In 

relation to the Education Tax Refund, only 31.5% correctly identified that this 

was an Offset, with 21.2% being Unsure and 32.6% classifying it as a 

Deduction. It may be argued that these results are due to these types of tax 

policy incentives not necessarily being permanent and being subject to change 

as governments change as well as potentially only applying to discreet parts of 

the population. It also may be due to incentives being new and therefore not 

fully understood by taxpayers. However, they still highlight that there are areas 

of misunderstanding in the general population between tax offsets and 

deductions. They also highlight that even where a policy has been “sold” to the 

public by Government and passed through parliament, there may still remain 

some uncertainty as to how that particular policy will apply for the individual. 

This finding adds weight to the importance of financial literacy education 

programs continuing through adulthood, particularly for those areas like taxation 

and superannuation where changes are often made or where new incentives 

are introduced. It is important that additional education strategies are 

implemented to ensure the general public understands their operation and are 

therefore more likely to make positive financial decisions. 
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5.6.3.9 Understanding Tax on Capital Gains 

 

Questions posed about capital gains tax had some of the lowest levels of 

understanding of all the knowledge questions. The questions were designed in 

the context of understanding negative gearing and tax on property transactions. 

During the focus groups, these topics were highlighted as areas participants 

believed were important to overall financial literacy and could have an impact on 

a person’s overall financial position. The question asked participants to choose 

which statements about capital gains tax were true from a list. Only 28% of 

participants correctly identified that capital gains are taxed at a person’s own 

marginal income tax rate.  Additionally, only 26.5% correctly identified that the 

50% discount applies to capital gains when the asset is held for greater than 

one year. Interestingly 14.7% of participants thought that capital gains were 

taxed at a rate of 50% and 15.1% of participants thought that a private 

residence would always be exempt from capital gains tax even if it was rented 

out for periods of time. In terms of overall tax literacy and overall financial 

literacy this is an important finding as it suggests there are opportunities to 

educate the population on the basic concepts of capital gains. This may assist 

in avoiding potentially poor investment decisions, or passing up potentially 

positive opportunities due to misunderstandings of the effect of capital gains 

tax. In capital transactions this understanding may be even more important as it 

is likely that the transactions involve larger dollar amounts. They are also likely 

to be investment strategies aimed at increasing personal wealth. 

 

In relation to demographic relationships and understanding the rate of tax on 

capital gains, Table 5-10 shows in Column 7 that only 25% of ‘females’ correctly 

identified the rate of tax on capital gains, as opposed to 34.6% of ‘males’. When 

testing whether there was a relationship between males and females and 

scoring correctly for this question, the result was significant. ‘Females’ are 

therefore less likely to understand the rate of tax on capital gains than ‘males’. 

There were no significant relationships found when testing the relationship 

between age, employment hours, employment category, education and income,  
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In relation to demographic relationships and understanding the availability of the 

capital gains discount, Table 5-10 shows in Column 8 that only 21.2% of 

females scored correctly for this question, as opposed to 38.3% of males. When 

testing whether there was a relationship between ‘males’ and ‘females’ and 

scoring correctly for this question, the result was strongly significant. ‘Females’ 

are therefore less likely to understand the availability of the 50% discount on 

capital gains than males. When testing whether there was a relationship 

between employment category, education and income, the results were all 

significant, the strongest being with income. It can therefore be stated that those 

in the following categories: ‘working for an employer’, ‘other’, ‘not in paid work’, 

‘trade, apprenticeship or other TAFE’ education, secondary only education and 

the two middle income brackets, are less likely to understand the availability of 

the 50% discount on capital gains for assets held for greater than twelve 

months. 

 

In relation to the question about understanding the meaning of negative 

gearing, 54.1% of participants correctly identified that negative gearing means: 

“interest on the loan is greater than the income received from the investment”. 

However, 19.7% of participants were not sure what negative gearing means. 

This is an important finding in the context of financial literacy and in the context 

of financial and tax advisors being aware of the level of understanding of their 

clients. Negatively geared investments (whether property or other) are a 

common financial planning and wealth creation tool. Recent ATO statistics 

indicate that of the 12.6 million individual returns lodged in 2011, 1.6 million 

(around 12.6%) of those had an interest in at least one rental property. Further, 

of those declaring rental income 80.6% claimed interest deductions (meaning 

the properties had some form of gearing) and 67% reported a taxable loss 

(meaning these were negatively geared) (Australian Taxation Office, 2013c, pp. 

12-15). These statistics give an indication of the popularity of rental properties in 

Australia, particularly with individuals. Advisors (and the ATO) would therefore 

benefit from the knowledge that potentially 50% of their clients either have 

incorrect understandings of what negative gearing means or are uncertain 

altogether. Combined with the low understanding of deductions in general, this 
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is of concern as taxpayers may face penalties and interest for incorrect 

deductions claimed on rental properties. 

 

5.6.3.10 Understanding the rate of Medicare Levy 

 

For the question about the Medicare levy, participants were specifically asked to 

choose the current rate of Medicare levy from a list of options (0.5%, 1%, 1.5%, 

2%, Not Sure). Only 46.5% of participants correctly identified the rate of 

Medicare as being 1.5%. The next most popular response was 1% at 11.6% of 

participants. Interestingly 26% of participants answered ‘not sure’. This finding 

is particularly interesting given that the Medicare levy has been static at 1.5% 

for the past 18 years (Biggs, 2013).39 Given that special government policies in 

the past have been funded through increased Medicare levy and that debate 

and discussion around these policies are often forefront in the media, it is 

surprising that less than half of participants knew the correct rate of Medicare 

levy. It may be the case that participants (and therefore the population) confuse 

standard Medicare levy with the Medicare levy surcharge (at 1%) as the 

Surcharge is often more prominent in the media through advertisements for 

health funds.  Therefore, this finding is something that should be explored 

further through additional research to determine whether the results are 

replicated in other studies.  

 

In relation to demographic relationships and understanding the rate of the 

Medicare Levy, Table 5-10 shows in Column 9 that slightly less ‘females’ 

(44.7%) correctly identified the rate of Medicare Levy than ‘males’, though when 

testing whether there was a relationship between ‘males’ and ‘females’ and 

scoring correctly for this question, there was no significant relationship found. 

When testing whether there was a relationship between age, employment 

hours, and income, the results were all significant. It can therefore be stated 

that those in the younger age brackets, those who are ‘full-time students’ or who 

                                                           
39

 Apart from several additional one-off increases to fund particular projects (such as the gun-by-back).  
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are in ‘part-time/casual paid work’ and those in the ‘$20,000 - $50,000’ income 

bracket are less likely to understand the rate of Medicare levy than others. 

 

5.6.3.11 Understanding how Medicare Levy is calculated 

 

Participants also scored poorly on the question which asked how the Medicare 

levy is calculated. That is, participants were asked to choose a correct option for 

how Medicare levy was calculated from the following: 

As a percentage of Taxable Income (i.e. assessable income less 
deductions). 

As a percentage of Assessable Income (i.e. gross income before 
deductions). 

They are a flat amount where you pay the same each year 

Not sure 

Only 46.7% of participants correctly chose the option that Medicare Levy is 

calculated as a percentage of Taxable Income. The next most popular answer 

was ‘not sure’ (24.2%) followed by ‘as a percentage of Assessable Income’ 

(16.1%). This finding is important as it was found in the focus groups that 

misunderstandings in relation to Medicare levy have the potential to affect a 

person’s overall financial position and also affect their ability to make sound 

financial decisions in terms of their budget and cash flow position.  

 

In relation to demographic relationships and understanding the calculation of 

Medicare levy, Table 5-10 shows in Column 10 that 43.8% of ‘females’ scored 

correctly for this question, as opposed to 53.2% of ‘males’. When testing 

whether there was a relationship between ‘males’ and ‘females’ and scoring 

correctly for this question, the result was significant. ‘Females’ are therefore 

less likely to understand how Medicare levy is calculated than ‘males’. When 

testing whether there was a relationship between employment hours, 

employment category, education and income, the results were all significant, 

with the strongest being employment hours and income. It can therefore be 

stated that those who are ‘full-time students’, ‘not in paid work’, those with 

‘trade, apprenticeship or other TAFE’ education, those with secondary only 
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education and those in the two lowest income brackets are less likely to 

understand how Medicare levy is calculated. 

5.6.3.12 Understanding the threshold for the Medical Tax Offset 

 

In relation to the tax treatment of medical expenses, more than half of 

participants (52.8%) were aware that a tax offset was available where a person 

had a large amount of out-of-pocket medical expenses in an income year. 

Though this is a positive outcome compared to other questions, it is still an 

important aspect which could be included in financial literacy education 

programs as it has the potentially to have a positive impact on a person’s 

overall financial position. It was also one of the specific areas identified in the 

focus groups as being important in terms of financial literacy and financial 

decision making.  

 

However, only 24.3% of participants could correctly identify the expenses 

threshold ($1,500 at the time of the survey) that needs to be met in order to 

claim the medical tax offset. The results of these two questions in combination 

show that there is potentially a gap in understanding in the general population 

as to potential tax entitlements when it comes to medical expenses. 

 

5.6.3.13  Understanding Superannuation 

 

There were two questions posed in the survey in relation to superannuation. 

The first of these was whether participants knew the current rate of compulsory 

employer superannuation. Participants were asked to choose the correct rate 

from a list: 6%, 7%, 9%, 10%, 11%, not sure. Overall, the total percentage of 

correct responses was comparatively high at 57%. However, it nevertheless 

indicates that 43% of participants were not aware that the rate of compulsory 

employer superannuation was 9%. It should be noted that this survey was 

conducted before the recent changes to compulsory superannuation were 

announced therefore at the time of the survey the rate of compulsory 
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superannuation had remained consistent at 9% since 2002. The question posed 

regarding compulsory superannuation in the ANZ surveys was more generic in 

that it simply asked whether respondents knew that employers were required to 

make contributions on behalf of employees. The result in the ANZ survey was 

more positive in that 98% of respondents knew that employers were required to 

make superannuation contributions on their behalf (ANZ, 2008, p. 59; 2011, p. 

54).  

 

The second question posed was in relation to whether participants understood 

that superannuation was taxed at a lower rate than other investments. The 

question was worded as follows: 

As far as you are aware, is superannuation generally taxed at a lower, 

higher or the same rate as other investments (such as interest earned on 

investments or dividends from shares)? 

 Lower rate  

 Higher rate 

 Same rate  

 Not sure 

Only marginally more participants (57.3%) answered correctly that 

superannuation was taxed at a lower rate than other investments. This result is 

consistent with the ANZ survey results which found that 59% of respondents, 

who were under 65 years of age, employed and with superannuation, knew that 

superannuation was taxed at a lower rate than other investments (ANZ, 2008, 

p. 59; 2011, p. 54).40 The findings here support the ANZ surveys which have 

consistently stated Australians find superannuation issues more difficult than 

basic financial concepts and there remains uncertainty about its tax treatment. 

However, given that the responses to the superannuation questions here had 

much higher results than the general tax questions, there is a further argument 

that Australians may find general taxation issues more difficult than 

superannuation issues.  

                                                           
40

 Note that the same wording was used for both the current survey and the ANZ survey for this 

question. 
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5.6.3.14 Conclusions 

This section explored the survey results as they related to the following 

research question: “Which specific aspects of taxation have particularly low 

levels of understanding”? (SR4). It was found that there were a number of 

specific aspects of tax that had particularly low levels of understanding. These 

areas were discussed in some detail and demographic relationships identified 

through statistical testing were also explored. Interestingly none of the 

superannuation questions asked had low levels of understanding compared to 

other areas of taxation. Given that financial literacy measures in Australia have 

previously found that generally people found superannuation issues more 

difficult than basic financial concepts, it could be argued that as a result of this 

survey, Australians find taxation issues more difficult again than superannuation 

concepts. 

 

The particular areas which were found to have the lowest levels of 

understanding were: calculating taxable income, identifying the effect of 

deductions, classifying expenses correctly as deductible, offsets and the 

difference between offsets and deductions, capital gains tax and Medicare levy. 

There was also a relationship found between gender and all of the knowledge 

questions (apart from the rate of Medicare levy) tested as reported in Table 5-

10. There were also relationships found between income and all of the 

knowledge questions (apart from the rate of capital gains tax) tested. Other 

specific demographic relationships were also reported in this section. 

 

When combined with the initial survey results which explored overall TLSs, the 

survey begins to demonstrate the current level of tax and superannuation 

literacy in Australia. Also an insight into those demographics which are likely to 

have lower levels of both overall and specific tax literacy has been illustrated. 

Broadly these demographics have aligned with those demographics identified in 

previous financial literacy research as having low levels of financial literacy. 

Additionally this research has found a link between overall and specific tax 
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literacy and connection to employment (both employment hours and 

employment category). 

 

These results are important for future financial literacy research as they 

highlight those specific areas which have low levels of knowledge and can 

potentially impact on a person’s financial decision making. The results are also 

important for government, politicians, policy makers and the ATO as they 

highlight areas where the public may have low or misunderstandings. These 

results may be useful in terms of identifying areas of the tax system which might 

be targeted for simplification or education.  

 

Finally the results may be important for financial advisors and accountants as 

they give an indication of the levels of knowledge and understanding their 

clients are likely to have (given certain demographic information) when they 

come into their office for advice. Having a greater appreciation for the level of 

understanding of one’s client will enable more effective education and 

communication to take place. The following section explores the results of the 

survey in the context of overall confidence in relation to tax and superannuation 

issues. 

 

5.6.4 SR5 – Is there a link between perceived confidence in understanding 

taxation related concepts and actual levels of understanding?  
 

The following section presents findings in relation to overall confidence scores. 

This is followed by an analysis of those specific tax and superannuation 

concepts where self-assessed confidence did not align with actual 

understanding.  

5.6.4.1 Analysis of Overall Confidence Scores 

 

In order to determine whether there is a link between participants’ perceived 

confidence in understanding taxation related concepts and their actual 

understanding, a detailed analysis of the overall confidence scores is initially 

undertaken. This highlights whether there are particular demographics that have 
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particularly low or high confidence and whether or not there are any statistical 

relationships between particular demographics and confidence. Here, 

comparisons are made with the 2007 Financial Literacy Foundation research 

which focused on confidence in terms of particular financial concepts. Following 

this an analysis of confidence on particular questions compared to actual results 

occurs. Finally, analysis of results which compare overall TLS and overall 

confidence is presented. The conclusions for this section focus on addressing 

the following research question: “Is there a link between perceived confidence 

in understanding taxation related concepts and actual levels of understanding”? 

(SR5). 

 

Table 5-11 presents the overall summary of confidence scores by demographic. 

The table shows the aggregate confidence scores for those questions in the 

survey that asked how confident participants were in understanding basic tax 

and superannuation concepts. Column 3 shows the raw mean of all confidence 

questions (on a 5 point scale where 1 is ‘very confident’ and 5 is ‘no idea’) for 

each dependant variable. This means participants whose mean confidence is 

closer to 1, are more confident and those whose mean confidence is closer to 5 

are less confident. Columns 4 through 8 show the number and percentage of 

participants in the categories of overall confidence. Overall, it can be seen the 

mean confidence of the sample was 2.43. That is, somewhere between Slightly 

Confident and Neutral. 
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TABLE 5-11  Confidence Scores Aggregate  

  
Raw 
Mean 

Very 
Confident 

(1) 

Slightly 
Confident 

(2) 
Neutral 

(3) 
Uncertain 

(4) 

No 
Idea 
(5) 

 

Gender Male 2.26 
56 

29.8% 
66 

35.1% 
40 

21.3% 
26 

13.8% 
0 

0% 
100% 

 Female 2.51 
82 

19.7% 
136 

32.7% 
134 

32.2% 
57 

13.7% 
7 

1.6% 
100% 

  2.43      604 

Age Bracket 18-29 2.71 
37 

19.5% 
45 

23.7% 
60 

31.6% 
45 

23.7% 
3 

1.6% 
100% 

 30-44 2.44 
51 

22.1% 
75 

32.5% 
72 

31.1% 
30 

13% 
3 

1.3% 
100% 

 45-54 2.25 
28 

23.7% 
50 

42.4% 
33 

27.9% 
6 

5% 
1 

0.8% 
100% 

 Over 55 1.94 
22 

33.8% 
32 

49.2% 
9 

13.8% 
2 

3% 
0 

0% 
100% 

  2.43      604 

Employment 
Hours 

Full-time paid work 2.29 
85 

25.5% 
123 

36.9% 
90 

27% 
33 

9.9% 
2 

0.6% 
100% 

 
Part-time or 
Casual paid work 

2.40 
29 

24.8% 
38 

32.5% 
36 

30.8% 
13 

11.1% 
1 

0.9% 
100% 

 
Other (including 
retired) 

2.33 
4 

19% 
8 

38.1% 
6 

28.6% 
3 

14.3% 
0 

0% 
100% 

 Full-time student 2.92 
12 

16% 
12 

16% 
27 

36% 
23 

30.7% 
1 

1.3% 
100% 

 
Full-time student 
working >15 hours 
per week 

2.76 
8 

13.8% 
21 

36.2% 
15 

25.9% 
11 

19% 
3 

5.2% 
100% 

  2.43      604 

Employment 
Category 

Working for an 
employer 

2.42 
111 

22.3% 
175 

35.2% 
142 

28.6% 
62 

12.5% 
6 

1.2% 
100% 

 
Self-employed / 
Contractor / Small 
business operator  

1.90 
15 

44.1% 
11 

32.3% 
6 

17.6% 
2 

5.9% 
0 

0% 
100% 

 Other 3.0 
2 

20% 
1 

10% 
4 

40% 
2 

20% 
1 

10% 
100% 

 
I am not in paid 
work 

2.75 
10 

15.6% 
15 

23.4% 
22 

34.3% 
17 

26.6% 
0 

0% 
100% 

  2.43      604 
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TABLE 5-11  Continued 

  
Raw 
Mean 

Very 
Confident 

(1) 

Slightly 
Confident 

(2) 
Neutral 

(3) 
Uncertain 

(4) 

No 
Idea 
(5) 

 

Education 
Level 

Secondary (year 
10) or less 

2.50 
2 

11.1% 
9 

50% 
4 

22.2% 
3 

16.7% 
0 

0.0% 
100% 

 
Secondary 
(to year 12) 

2.67 
 

15 
16.9% 

 
26 

29.2% 

 
30 

33.7% 

 
17 

19.1% 

 
1 

1.1% 
100% 

 
Trade, 
Apprenticeship 
or Other TAFE 

2.50 
20 

20.6% 
32 

33% 
29 

29.9% 
15 

15.5% 
1 

1% 
100% 

 
Undergraduate 
degree 
(Bachelor) 

2.53 
31 

18.9% 
53 

32.3% 
52 

31.7% 
27 

16.5% 
1 

0.6% 
100% 

 

Postgraduate 
degree (Masters, 
Doctorate, 
professional 
qualification) 

2.26 
70 

30% 
79 

33.9% 
59 

25.3% 
21 
9% 

4 
1.7% 

100% 

  2.43      601 

Total 
Income 

$0 - $20,000 
2.68 

22 
19.5% 

32 
28.3% 

30 
26.5% 

28 
24.8% 

1 
0.01% 

100% 

 
$20,000 – 
$49,000 

2.64 
27 

19.3% 
33 

23.6% 
54 

38.6% 
22 

15.7% 
4 

2.8% 
100% 

 
$50,000 - 
$100,000 

2.40 
52 

20.4% 
98 

38.4% 
75 

29.4% 
28 

11% 
2 

0.01% 
100% 

 
$100,000 - 
$150,000 

1.95 
20 

36.4% 
26 

47.3% 
7 

12.7% 
2 

3.6% 
0 

0% 
100% 

 
>$150,000 

1.65 
10 

50% 
8 

40% 
1 

5% 
1 

5% 
0 

0% 
100% 

  2.43      583 

 

Notes:  

Column 3 shows the raw mean of all confidence questions (on a 5 point scale) for each dependant variable. 
Columns 4-8 show the number and % of participants in binned categories of overall confidence. Each participant’s 
individual confidence score was binned according to the category closest to that score. For example a participant 
with an overall score of 2.6 would be categorised as Neutral. This means that participant numbers in each category 
will not compute to the actual raw mean.   
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Gender 

Initial analysis as presented in Table 5-11 shows that that the mean confidence 

of ‘males’ is slightly higher (mean score 2.26) than that of ‘females’ (mean score 

2.51). Interestingly, of those that were categorised as either ‘uncertain’ or 

having ‘no idea’, only 29% were ‘male’ compared with 19% ‘female’. This finding 

is consistent with the literature which has found that overall, ‘males’ are more 

confident in their abilities to understand financial concepts than ‘females’ 

(Financial Literacy Foundation, 2007a, 2008).41  

 

A Pearson chi-squared test was performed to explore the categorised results.42 

This showed a relationship between overall confidence category and gender:   

² (3, N = 604) = 11.56, p = .009. In analysing the cross-tabulated results, it is 

found that although the total percentage of females in the ‘very confident’ 

category was higher, there were more ‘males’ than expected who reported as 

‘very confident’ overall (thirteen more observed than expected) and there were 

less ‘females’ than expected that reported as ‘very confident’ (thirteen less 

observed than expected). Conversely, there were less ‘males’ than expected 

that were categorised as ‘uncertain/no idea’ (two less observed than expected) 

and there were more ‘females’ than expected that were categorised as ‘very 

confident’ (two more observed than expected). This finding supports previous 

research which has found that males tend to be more confident with financial 

aspects than females (Barber & Odean, 2001; Prince, 1993). 

 

These findings can be further explored through the independent samples t-test 

conducted for mean confidence: t(602) = -2.994, p = .003. The results show a 

significant relationship (at 1%) ‘males’ are more confident than ‘females’. 

Though with the mean difference being -0.254 this increased confidence is 
                                                           
41

 The only category where females reported slightly higher confidence than males in the Financial 

Literacy Foundation survey was in relation to ‘ability to understand budget and day to day finances’ 

(Males agree 89.5%, Females agree 91.4%). 

42
 Note that in this section, for the purpose of all chi-squared testing and cross tabulation analysis, the 

categories ‘Uncertain’ and ‘No Idea’ were grouped together to form one category. 
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marginal. This finding is consistent with the overall findings in relation to 

confidence in the Financial Literacy Foundation research which concluded that 

females were more confident in relation to everyday financial matters (such as 

budgeting and saving) but less confident in relation to more complex matters 

such as investing and retirement planning (Financial Literacy Foundation, 2008, 

p. 4) 

 

From the earlier analysis of overall tax literacy, it appears that this slightly 

higher confidence in ‘males’ is also reflected in a higher understanding of the 

tax and superannuation issues addressed in the survey as males were found to 

have overall higher tax literacy than ‘females’. This finding is consistent with the 

2008 ANZ Survey which found that males had slightly higher FLS than females. 

It should be noted that the Financial Literacy Foundation has pointed out that 

this under reporting of confidence in ability by females may be an indication of a 

more conservative approach rather than a lack of actual ability and knowledge 

(Financial Literacy Foundation, 2008, p. 29). 

 

Age 

From the overall confidence summary in Table 5-11 it can be seen that those 

participants in the ‘18-29’ age category had the lowest overall confidence (mean 

score 2.71) and those in the ‘over 55’ category had the highest overall 

confidence score (mean score 1.94). Overall, confidence in understanding tax 

and superannuation concepts gradually increases as age increases. This is 

partly in line with the Financial Literacy Foundation research which found that 

confidence in ability was lowest in the ‘18-29’ age bracket in all categories 

(Financial Literacy Foundation, 2007a). Further, in all confidence/ability 

questions posed in the Financial Literacy Foundation’s research, confidence 

generally increased with age up until the age bracket ‘55-64’. In almost all 

questions, confidence was then slightly lower in the ‘over 64’ age bracket.43  

 

                                                           
43

 The categories where confidence maintained its increase with age even in the >64 age bracket were; 

budget and day to day finances, saving money and dealing with back and financial service providers. 
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A Pearson chi-squared test was performed to explore the categorised results. 

This showed a significant relationship between overall confidence category and 

age, ² (9, N = 604) = 49.87, p = .000. In analysing the cross-tabulated results, it is 

evident that this relationship has stemmed from many more than expected ‘45-

54’ and ‘over 55s’ being categorised as ‘very confident’ or ‘slightly confident’. 

Conversely, less than expected ‘18-29’ and ‘30-44’ age brackets were found in 

these higher confidence categories. It can be seen that confidence appears to 

increase as age increases.  

 

For mean confidence and age, the ANOVA result F(3,600) = 13.15, p = .000 also 

showed a relationship (at 1%). However, the result did not show homogeneity of 

variance (p = .001) therefore analysis of the results should be read with some 

caution.  

 

Table 5-12 below shows that the largest mean difference is between those in 

the ‘over 55’ year’s category and those in the ‘18-29’ category. Here the mean 

difference is almost one full category (0.78100). The results also show that 

generally mean difference in confidence increases as age category increases.  

 

TABLE 5-12  Confidence Score – Age (Comparison of Mean Variances) 

 18-29 30-44 45-54 Over 55 

18-29  0.27492** 0.46072*** 0.78100*** 

30-44 -0.27492**  0.18580* 0.50608*** 

45-54 -0.46072*** -0.18580*  0.32028** 

Over 55 -0.78100*** -0.50608*** -0.32028**  

Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported. 

 

It is argued therefore that generally confidence in understanding tax and 

superannuation issues is likely to increase as age increases and is likely to be 

lowest in those aged ‘18-29’ years. This result is in line with the Finance 

Literacy Foundation research which also found that confidence in financial 

matters was lowest in those aged ‘18-29’. The main difference between the two 

surveys is that the current tax literacy survey was not able to show a difference 



 

196 

in those aged ‘over 64’ years of age (due to a low number of participants in this 

category). 

 

Employment Hours 

From the overall confidence summary in Table 5-11 it can be seen that the 

category with the lowest overall confidence was ‘full-time students’ (mean score 

2.92). Those with the highest overall confidence were those in ‘full-time paid 

work’ (mean score 2.29). Those in either ‘full-time paid work’ or ‘part-

time/casual paid work’ were more confident than both categories of full-time 

student. These results are interesting because they appear to indicate that 

confidence in understanding basic tax and superannuation issues does not 

begin to increase until there is some exposure to paid work. This provides some 

support for the arguments made in Chapter Two that despite having little basic 

tax or superannuation taught in the primary and secondary education systems, 

people must then deal with a complex system for the first time when they 

commence paid work. Unfortunately, the Financial Literacy Foundation research 

that has been referred to earlier did not separately explore results by 

employment hours. 

 

A Pearson chi-squared test was performed to explore the categorised results. 

This showed a relationship between overall confidence category and 

employment hours (significant at 1%): ² (2, N = 604) = 38.40, p = .000.  

 

In relation to mean confidence, this relationship is supported through the 

ANOVA result: F(4,599) = 8.57, p = .000. As Table 5-13 demonstrates there is a 

significant mean differences in mean confidence between those in ‘full-time paid 

work’, ‘part-time/casual paid work’ and both categories of full-time student 

(working and non-working). The largest (and most significant) difference is 

between ‘full-time students’ and those in ‘full-time paid work’. The results 

therefore indicate that those in ‘full-time paid work’ are likely to be more 

confident in tax and superannuation issues than full-time students. This 

increased confidence falls slightly when compared to ‘full-time students working 

greater than 15 hours per week’. Notably, a likelihood of increased confidence 
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is also apparent in the ‘other (including retired)’ category when compared to 

both categories of full-time students. The smallest significant difference is 

between those in ‘part-time/casual paid work’ and those ‘full-time students 

working greater than 15 hours per week’. Though those in ‘part-time/casual paid 

work’ are still likely to be more confident, the mean difference was lowest here. 

Though comparative data in the Financial Literacy Foundation survey cannot be 

used here, it is worth noting that these results are in line with the earlier results 

in relation to overall TLS where it is found that those in ‘full-time paid work’ were 

more likely to have a higher TLS than those ‘full-time students’.  

 

TABLE 5-13  Confidence Score – Employment Hours (Comparison of Mean Variances) 

 
Full-time Paid 

Work 
Part-time or 

Casual 

Other 
(including 

retired) 

Full-time 
Student 

Full-time Student 
working >15 

hours per week 

Full-time Paid Work  -0.11329 -0.04247 -0.62723*** -0.46653*** 

Part-time or Casual 0.11329  0.07082 -0.51394*** -0.35324** 

Other (including 
retired) 

0.04247 -0.07082  -0.58476** -0.42406* 

Full-time Student 0.62723*** 0.51394*** 0.58476**  0.16071 

Full-time Student 
working >15 hours 
per week 

0.46653*** 0.35324** 0.42406* -0.16071  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported 
 

Employment Category 

From the overall confidence summary in Table 5-11 it can be seen that those 

‘not in paid work’ and in the ‘other’ categories had the lowest overall confidence 

(mean scores 2.75 & 3.0 respectively). Those who identified as ‘self-employed’ 

were the most confident (mean score 1.9) followed by those who identified as 

‘working for an employer’ (mean score 2.42). Interestingly nearly half (42.3%) of 

those who were ‘working for an employer’ scored in the categories ‘neutral’, 

‘uncertain’ or ‘no idea’ confidence categories.  

 

A Pearson chi-squared test was performed to explore the categorised results. 

This showed a significant relationship between overall confidence category and 

employment category, ² (19, N = 604) = 24.65, p = .003. It can therefore be seen 

that though there remains a relationship between employment category and 



 

198 

confidence category, this is less significant than it was for employment hours 

where p = .003..  

 

In relation to overall mean confidence, this relationship (significant at 1%) is 

supported through the ANOVA result: F(3,600) = 7.19, p = .000. Table 5-14 

(below) presents the mean differences between employment categories and 

confidence and their statistical significance. The results show the largest mean 

difference is between those in the ‘self-employed’ category and those in the 

‘other’ and ‘not in paid work’ categories. In both cases the significance is at 1% 

and the difference is around one full category of confidence. It can therefore be 

inferred that those that are ‘self-employed’ are likely to be more confident in 

relation to tax and superannuation matters than those in the ‘other’ or ‘not in 

paid work’ categories. It should be noted that when this test was performed with 

the ‘self-employed’ categories separated by number of employees, the results 

showed an increase in confidence as the number of employees increased. 

Table 5-14 also shows a relationship between those ‘not in paid work’ and those 

‘working for an employer’, though the mean difference here is less than it was 

when compared to the ‘self-employed’ category. This may indicate that it is not 

just being ‘self-employed’ that is likely to lead to increased confidence, but that 

it is connection to the paid working environment in some form that is likely to 

lead to increase confidence. Though the Financial Literacy Foundation research 

of confidence in overall financial matters cannot be compared here, these 

results in relation to confidence in tax and superannuation matters appear to be 

in line with the results of overall tax literacy where it was reported earlier that 

those ‘working for an employer’ or ‘self-employed’ were more likely to have a 

higher TLS. 
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TABLE 5-14 Confidence Score –  Employment Category (Comparison of Mean Variances)  

 
Working for 
an Employer 

Self employed / 
Contractor / Small 
Business Operator 

Other 
I am not in paid 

work 

Working for an 
Employer 

 0.52192** -0.57892* -0.33673** 

Self employed / 
Contractor / Small 
Business Operator 

0.52192**  -1.10084*** -0.85865*** 

Other 0.57892* 1.10084***  0.24219 

I am not in paid work 0.33673** 0.85865*** -0.24219  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported 
 

Education 

From the overall confidence summary in Table 5-11 it can be seen that those 

with ‘postgraduate’ education had the highest overall confidence (mean score 

2.26). This was closely followed by those with ‘trade, apprenticeship or other 

TAFE’ and ‘secondary (year 10) or less’ levels of education (mean score 2.50). 

Those with ‘secondary (to year 12)’ as their highest level of education had the 

lowest overall confidence (mean score 2.67). Apart from those with ‘secondary 

(year 10) or less’ having marginally higher levels of confidence that those with 

‘secondary (to year 12)’, the other results are consistent with the financial 

literacy research which suggests that those with lower levels of education are 

more likely to have lower levels of financial literacy. 

 

A Pearson chi-squared test was performed to explore the categorised results   

² (12, N = 601) = 18.69, p = .096. The reported significance here is substantially 

less than has been found in all other demographics, so the cross-tabulated 

results are not discussed in any detail.  

 

In relation to the mean confidence, a relationship was found and is supported 

through the ANOVA result: F(4,596) = 3.77, p = .005. Table 5-15 shows the largest 

and most significant mean difference was between those with ‘postgraduate’ 

education and those with ‘secondary (to year 12)’ education. Those with 

‘postgraduate’ education are likely to be more confident in tax and 

superannuation issues than those with ‘secondary (to year 12)’ education, 
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‘trade, apprenticeship or other TAFE’ education and ‘undergraduate’ education. 

The Financial Literacy Foundation research into financial literacy confidence did 

not report findings in relation to education, so these are unable to be compared. 

It should be noted that although a significant relationship was not found 

between those with ‘postgraduate’ education and those with ‘secondary (to year 

10 or less)’, this may have been due to lower numbers in the ‘secondary (to 

year 10 or less)’ category.  

 

TABLE 5-15  Confidence Score – Education (Comparison of Mean Variances)  

 

Secondary 
year 10 or 

less 

Secondary 
to year 12 

Trade, 
Apprenticeship 
or Other TAFE 

Undergraduate 
degree 

(Bachelor) 

Postgraduate 
degree 

(Masters, 
Doctorate, 

professional 
qualification) 

Secondary year 10 or 
less 

 -0.16618 0.00618 -0.02652 0.24370 

Secondary to year 12 0.16618  0.17235 0.13966 0.40987*** 

Trade, Apprenticeship 
or Other TAFE 

-0.00618 -0.17235  -0.03270 0.23752** 

Undergraduate 
degree (Bachelor) 

0.02652 -0.13966 0.03270  0.27022** 

Postgraduate degree 
(Masters, Doctorate, 
professional 
qualification) 

-0.24370 -0.40987*** -0.23752** -0.27022**  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported. 
 

Income 

From the overall confidence summary in Table 5-11 it can be seen that 

generally confidence in understanding tax and superannuation concepts 

increases as total income increases. Those with the lowest overall confidence 

were in the ‘$0 - $20,000’ category (mean score 2.68). Those with the highest 

overall confidence were in the ‘greater than $150,000’ category (mean score 

1.65). This is in line with the Financial Literacy Foundation research which 

reported that in almost all categories tested, confidence increased as income 

bracket increased (Financial Literacy Foundation, 2007a, pp. 77-83).44 

                                                           
44

 ‘Ability to understand budget and day to day finances’ was the only category where those in the 

$50,000-$100,000 bracket were slightly more confident (92.2% agree) than those in the >$100,000 

bracket (91.2% agree). 
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A Pearson chi-squared test was performed to explore the categorised results. 

This showed a relationship between overall confidence category and total 

income category, ² (12, N = 583) = 54.49, p = .000. The cross-tabulated results 

showed higher than expected counts in the low confidence categories for the 

two lower income brackets and higher than expected counts in the high 

confidence categories for the two higher income brackets. These results help 

support the argument made above that as income increases, confidence in 

understanding tax and superannuation concepts increases.  

 

The ANOVA result did not show homogeneity of variance (p = .001) therefore 

analysis of the results following should be read with caution. Notwithstanding 

this, the ANOVA result was: F(4,578) = 10.92, p = .000. Table 5-16 demonstrates 

the relationship is largest and strongly significant when comparing those with 

incomes in the category ‘$0 - $20,000’ and those in the ‘greater than $150,000’ 

category. Those in the highest income bracket are likely to be significantly more 

confident in tax and superannuation issues than those in the lower income 

brackets. This significant difference is also present when comparing the highest 

income bracket against all the other brackets, and increases as taxable income 

decreases.  

 

TABLE 5-16  Confidence Score –  Total Income (Comparison of Mean Variances) 

 
$0 - $20,000 

$20,000 - 
$49,000 

$50,000 - 
$100,000 

$100,000 - 
$150,000 

>$150,000 

$0 - $20,000  0.04403 0.28135** 0.73656*** 1.03688*** 

$20,000 - $49,000 -0.04403  0.23732** 0.69253*** 0.99286*** 

$50,000 - $100,000 -0.28135** -0.23732**  0.45521** 0.75553** 

$100,000 - $150,000 -0.73656** -0.69253*** -0.45521**  0.30332 

>$150,000 -1.03688*** -0.99286*** -0.75553** -0.30032  

 
Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a One-way ANOVA and  the LSD results have 
been reported. 
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5.6.4.2   Conclusions in relation to Overall Confidence 

 

The preceding section presented the findings and statistical analysis of the 

survey results in relation to overall confidence in tax and superannuation issues. 

Broadly, the findings were consistent with the Financial Literacy Foundation 

research in relation to broad financial confidence in that lower confidence is 

more likely to be found in females, younger age groups and those on lower 

incomes. This survey also found that lower confidence in relation to taxation 

and superannuation issues is likely to be found in those with less participation in 

the paid workforce (that is, ‘full-time students’ or those ‘not in paid work’) and 

those with lower education levels. Though the Financial Literacy Foundation 

research found that confidence does not always result in increased actual 

ability, it has nevertheless been argued that building confidence in relation to 

financial matters can impact upon the degree to which people seek out 

assistance with financial decisions, make better financial decisions and 

overcome attitudes or beliefs that prevents proactive steps being taken 

(Financial Literacy Foundation, 2007a; A  Lusardi & Mitchell, 2006). 

 

The following section explores the survey findings in relation to confidence in 

specific areas of taxation and superannuation and whether or not confidence 

was reflected in actual understanding for those specific concepts. 

 

5.6.4.3  Confidence versus actual understandings of specific questions 

 

Table 5-17 (below) presents comparisons of confidence scores for specific 

questions and the percentage of correct responses for the corresponding 

knowledge question.  Only those questions where there was a specific 

correlating confidence question have been reported. It can be seen that there 

was a disparity between confidence and actual scores in relation to Taxable 

Income. Here overall confidence in relation to ‘Understanding the meaning of 

Taxable Income’ was relatively high (1.49 is between ‘very confident’ and 

‘confident’). However, for both related knowledge questions, the percentage 
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score correct was around 50%. This indicates there is some disparity between 

confidence and actual understanding in relation to taxable income.  

 

Conversely, the table demonstrates that confidence in ‘Understanding the 

meaning of marginal rates of tax’ was relatively low (2.70 being close to 

‘neutral’), yet the understandings for the corresponding knowledge questions 

were well above 50%. This may indicate that participants perceived marginal 

tax rates to be a more complex area and therefore assessed confidence as 

lower than for taxable income. 

 

It can also be seen that confidence in ‘Understanding the meaning of 

Deductions’ was relatively high (1.82 being close to ‘confident’), however there 

were some particularly low scores in relation to applying the effect of deductions 

and classifying particular items of expense as either deductible or non-

deductible. For example, participants performed quite poorly (43.5% correct) 

when posed a question which asked them to calculate the actual cost of a 

deductible item after taking into account the tax saving.  

 

In relation to understanding offsets, a low mean confidence is seen for the 

question: ‘Confidence in understanding the meaning of Offsets’ (2.75). This did 

translate to a poor result in the knowledge question. Participants were asked to 

identify the actual dollar effect of claiming a tax offset (i.e. the fact that an offset 

is a dollar for dollar amount rather than a reduction of taxable income). The 

correct response rate was 45.4%. This finding supported earlier results of the 

focus groups where there was significant discussion around the difference 

between deductions and offsets and whether there were misunderstandings.  

 

In relation to the Medicare levy, ‘Confidence in understanding the meaning of 

Medicare levy’ was relatively high (mean of 2.0 is Confident). Yet this translated 

to only 46.5% of participants correctly identifying the rate of Medicare Levy as 
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1.5%. This is interesting given that the rate of Medicare levy has remained 

unchanged for eighteen years.45  

 

The literature reviewed in Chapter Two identified that where there are 

disparities between confidence and knowledge or where there are particularly 

low levels of confidence, this can lead to poor financial decisions being made. 

Here, the results indicate there may be concerns in relation to taxable income, 

marginal rates of tax, deductions and Medicare levy. All these issues indicated 

there may be disparities between confidence and knowledge. Also, there may 

be concerns about the level of understanding and confidence in relation to 

offsets. Here, there results demonstrated low confidence and low knowledge. 

 

The following section draws together the overall confidence findings and overall 

tax literacy findings. 

                                                           
45

 Apart from one-off increases to fund particular projects or policies. 
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TABLE 5-17  Confidence Compared To Actual Understanding of Taxation Concepts  

 
Confidence Mean 
(1) Very Confident 

(5) No Idea 

Number Correct 
% Total 

Participants 

N  
not 

answered 

Confidence in understanding the meaning of Taxable Income.  1.49   

Applying the meaning of Taxable Income.  
316 

52.3% 
0 

Calculating Taxable Income.  
302 

50%* 
0 

Confidence in understanding the meaning of Assessable 
Income 

2.30   

Calculating Assessable Income.  
321 

53.1% 
0 

Confidence in understanding the meaning of marginal rates of 
tax. 

2.70   

Calculating tax payable using marginal rates of tax  
432 

71.5% 
19 n/a 

Applying marginal tax rates to an extra $1 of income.  
448 

74.2% 
19 n/a 

Confidence in understanding the meaning of Deductions. 1.82   

Applying the effect of Deductions.  
263 

43.5%* 
29 n/a 

Determine Deductibility of Transaction  
  
    

 

Travel Home – Work  
474 

78.5% 
50 n/a 

Travel – separate places employment  
302 

50%* 
50 n/a 

Clothing  -retail worker  
153 

25.3%* 
50 n/a 

Clothing – corporate uniform  
498 

82.5% 
50 n/a 

Lunch – whilst at work  
534 

88.4% 
50 n/a 

Lunch – at offsite meeting  
175 

29%* 
50 n/a 

Newspaper – owns minimum shares  
Y 220 36.4% 
N 199 32.9% 

50 n/a 

Interest – loan on investment property  
394 

65.2% 
50 n/a 

Medical expenses out of pocket  
256 

42.4%* 
50 n/a 
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TABLE 5-17 Continued 

 
Confidence Mean 
(1) Very Confident 

(5) No Idea 

Number Correct 
% Total 

Participants 

N  
not 

answered 

Confidence in understanding the meaning of Offsets. 2.75   

Applying the effect of Offsets.  
274 

45.4%* 
29 n/a 

Classify Spouse Rebate – Offset/Deduction  
342 

56.6% 
33 n/a 

Classify Rental Interest – Offset/Deduction  
315 

52.2% 
33 n/a 

Classify Super Co-Contribution – Offset/Deduction  
138 

22.8%* 
33 n/a 

Classify Work Clothing – Offset/Deduction  
500 

82.8% 
33 n/a 

Classify Education Tax Refund – Offset/Deduction  
190 

31.5%* 
33 n/a 

Classify Travel expenses  – Offset/Deduction  
474 

78.5% 
33 n/a 

Confidence in understanding the meaning of Medicare Levy. 2.00   

Understanding the rate of Medicare Levy.  
281 

46.5%* 
62 n/a 

Understanding how Medicare Levy is calculated.  
282 

46.7%* 
62 n/a 

Confidence in understanding which medical tax offsets I am 
entitled to. 

3.12   

Awareness of ability to claim medical tax offsets.  
319 

52.8% 
62 n/a 

Understanding the threshold for medical tax offset.  
147 

24.3%* 
285 n/a*** 

 
Notes: 
This table compares confidence in understanding particular taxation concepts against actual scores for knowledge questions. 
Column 2 shows the mean confidence score for the corresponding question described in Column 1.  
Columns 3 & 4  shows the number and % correct responses for each of the questions that counted toward the overall tax literacy 
score as well as the number of participants that did not answer that question.. 
* Number of Correct Responses <50%. 
** Two marks available for this question. 
***Flow-on question; some participants not asked. 
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5.6.4.4 Analysis of Overall Confidence versus Overall Tax Literacy 

 

The following section presents data which compares overall confidence and 

overall tax literacy in order to determine whether there is evidence of a link 

between confidence and actual understanding.  

 

Figure 5-1 below presents overall TLS as it relates to overall confidence. The 

regression results showed a significant linear relationship: (F(1, 602) = 348.74, p < 

.001) with R2 = .366 between TLS and overall confidence. So, approximately 36% 

of the variance in TLS can be explained through knowing a participant’s overall 

confidence. Other reasons for possible variance in TLS have been explored 

earlier in this chapter. Broadly, it can also be seen that as confidence decreases 

(towards 5), TLS also decreases. This finding is important because it supports 

assertions made in other financial literacy research which state that increasing 

confidence in financial matters may have an impact on a person’s overall 

financial literacy. These results therefore indicate that in the tax and 

superannuation contexts, increasing confidence is likely to have an impact on 

the knowledge and understanding component of financial literacy.  

 

From Figure 5-1 it can also be seen that there are very few instances where a 

participant scored highly in terms of their TLS, but had lower confidence. There 

were a very small number of participants who had very high confidence 

(between 1 and 2) and lower TLS. These two findings are unusual and suggest 

that over-confidence is not common in relation to tax and superannuation 

issues. This is quite different to previous findings where it has generally been 

found that over-confidence particularly in relation to basic financial concepts 

and some investment decisions is quite prevalent (Bateman et al., 2012; 

Financial Literacy Foundation, 2007a; Gallery & Gallery, 2010; Gallery, Gallery, 

Brown, Furneaux, & Palm, 2011; Lusardi & Mitchelli, 2007; OECD, 2005a). 

There has been some suggestion in previous research that there may be more 

over-confidence in advanced investment decision making (Gallery et al., 2011), 
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though as has been stated previously there is no prior research specifically in 

the tax context which these findings can be compared to. 

  

FIGURE 5-1  Tax Literacy Score & Overall Confidence Scatterplot  

 

 

In order to explore this relationship between confidence and TLS further, 

participants were categorised as being either over-confident or under-confident 

and further analysis by demographic was performed.46 It can be seen in Table 

5-18 that in general, a larger percentage of participants were under-confident 

(60.4%). That is, a larger percentage of participants had a higher TLS 

percentage when compared to their confidence percentage. Interestingly, it 

appears that males were slightly less overconfident than females, though further 

analysis did not find a statistical relationship here. For age, we can see there 

was some over-confidence in the two older age brackets when compared to the 

total over-confidence percentage of 39.6%. This is an interesting finding which 

is supported by the Pearson chi-squared result of: ² (3, N = 604) = 14.33, p = .000, 

                                                           
46

 Over-confidence and Under-confidence were determined with reference to each participant’s TLS as a 

% of 31 in comparison to their overall confidence score as a % of 5.  

   Tax Literacy Score 
R

2  
= 0.3669 
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finding a significant relationship between under/over confidence and age. In 

relation to employment category, the ‘full-time students working greater than 15 

hours per week’ were more over-confident (46.6%) than the overall levels 

(39.6%). In relation to education, those in the ‘secondary (year 10 or less)’ 

category were more over confident (50%) than the overall levels (39.6%). For 

income, those in the ‘greater than $150,000’ category were less over-confident 

(25%) than the overall levels (39.6%). The earlier results found that there was a 

correlation with both overall TLS and confidence particularly in relation to 

connection to work, education and income. Reading those results with these 

results in relation to over-confidence, it may be argued that where there is 

increased connection with work, increased education and increased income, 

confidence in tax and superannuation is less likely to be overstated. This may 

be due to an awareness of tax and superannuation being more complex than 

other financial concepts for those demographics. 
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TABLE 5-18  Over Confidence and Under Confidence by Demographic  

  Total 
Over 

Confident 
Under 

Confident 
 

Gender Male 188 
72 

38.3% 
116 

61.7% 
100% 

 Female 416 
167 

40.1% 
249 

59.8% 
100% 

  
 239 

39.6% 
365 

60.4% 
604 

Age Bracket** 18-29 190 
67 

35.3% 
123 

64.7% 
100% 

 30-44 231 
79 

34.2% 
152 

65.8% 
100% 

 45-54 118 
58 

49.2% 
60 

50.8% 
100% 

 Over 55 65 
35 

53.8% 
30 

46.2% 
100% 

   
239 

39.6% 
365 

60.4% 
604 

Employment 
Hours 

Full-time paid work 333 
127 

38.1% 
206 

61.9% 
100% 

 Part-time or Casual paid work 117 
47 

40.2% 
70 

59.8% 
100% 

 Other (including retired) 21 
9 

42.9% 
12 

57.1% 
100% 

 Full-time student 75 
29 

38.7% 
46 

61.3% 
100% 

 
Full-time student working >15 hours per 
week 

58 
27 

46.6% 
31 

53.4% 
100% 

   
239 

39.6% 
365 

60.4% 
604 

Employment 
Category 

Working for an employer 496 
197 

39.7% 
299 

60.3% 
100% 

 
Self-employed / Contractor / Small 
business operator  

34 
14 

41.2% 
20 

58.8% 
100% 

 Other 10 
3 

30% 
7 

70% 
100% 

 I am not in paid work 64 
25 

39.1% 
39 

60.9% 
100% 

   
239 

39.6% 
365 

60.4% 
604 

Education Level Secondary (year 10) or less 18 
9 

50% 
9 

50% 
100% 

 Secondary (to year 12) 89 
36 

40.4% 
53 

59.6% 
100% 

 Trade, Apprenticeship or Other TAFE 97 
40 

41.2% 
57 

58.8% 
100% 

 Undergraduate degree (Bachelor) 164 
60 

36.6% 
104 

63.4% 
100% 

 
Postgraduate degree (Masters, 
Doctorate, professional qualification) 

233 
91 

39.1% 
142 

60.9% 
100% 

   
239 

39.6% 
365 

60.4% 
604 

Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a Pearson chi-squared. 
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TABLE 5-18  Continued  

  Total 
Over 

Confident 
Under 

Confident 
 

Total Income $0 - $20,000 113 
43 

38.1% 
70 

61.9% 
100% 

 $20,000 – $49,000 140 
58 

41.4% 
82 

58.6% 
100% 

 $50,000 - $100,000 255 
104 

40.8% 
151 

59.2% 
100% 

 $100,000 - $150,000 55 
21 

38.2% 
34 

61.8% 
100% 

 >$150,000 20 
5 

25% 
15 

75% 
100% 

 
  239 

39.6% 
365 

60.4% 
604 

 

Notes: *= p < 0.10, **= p < 0.05,*** = p < 0.001  Where the test is a Pearson chi-squared. 

 

To conclude, in answering the following research question: “Is there a link 

between perceived confidence in understanding taxation related concepts and 

actual levels of understanding”? (SR5), it has been found that there is a 

relationship between self-assessed confidence and overall TLS. The results 

demonstrate that that approximately 36% of the variance in a participant’s 

overall TLS could be explained by knowing their confidence. Overall participants 

were largely under-confident and there were almost no instances of low self-

assessed confidence and high TLS. It is suggested that this finding may be 

explained by the fact that tax issues are different to other financial matters in 

that there is the potential for penalties to apply if tax matters are overlooked or 

are incorrect, whereas the consequences may not be as severe in other 

financial areas. Further research could be conducted to explore this finding in 

more detail. The results also showed that there were relationships in overall 

self-assessed confidence for all demographics, but particularly for age, 

employment hours and income. In relation to links between confidence and 

understanding for particular concepts, the research finds there are disparities 

for particular concepts including: taxable income, deductions, offsets, Medicare 

levy and medical expenses offsets.  
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5.7 Summary and Importance of Findings 

 

The first research question addressed through the survey was: “Are there 

similarities in the demographics that have low levels of taxation literacy and 

those who have low levels of financial literacy”? (R3). Overall, it is found that 

that the majority of Australians have a TLS at the ‘basic’ or higher level. 

However, the mean TLS was 52% (of the maximum score). In comparison, the 

mean FLS in the 2008 ANZ survey was 71.3%. It is therefore concluded that 

though Australians are broadly tax literate, they are less literate when it comes 

to specific tax and superannuation issues than financial issues more broadly. 

  

The survey results found there was a correlation between TLS and all 

demographics tested. This relationship was strongest in those categories which 

related to the workplace and income (employment hours, employment category 

and total income). These results were also found to be broadly in line with the 

results of the ANZ survey of adult financial literacy which found that FLS tended 

to increase with age, education, occupation and income. The most interesting 

results from this survey were that those relationships with TLS to age and 

education were less significant than those relationships to employment hours 

and employment category. As highlighted in the literature these low levels of tax 

literacy in those groups mean that they may be more likely to make poor tax 

decisions, be vulnerable to scams or less likely to seek appropriate advice.  

 

These results are important because they reinforce previous findings in 

Australia in relation to demographics likely to have lower levels of financial 

literacy. The results also reinforce previous findings in ANZ surveys that 

population groups find superannuation issues more difficult than basic banking. 

These findings in the ANZ survey have been consistent over the last ten years, 

yet to date; there has never been any further exploration of those more complex 

areas such as tax and superannuation. The findings in relation to overall tax 

literacy provide support for the argument that there are demographics which 
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have particularly low levels of literacy. Further, in a financial literacy context, this 

is important because those low levels of literacy are in relation to the tax and 

superannuation aspects that were argued to potentially impact on overall 

financial position and likelihood of poor financial decisions. 

 

The second research question addressed was: “Which specific aspects of 

taxation have particularly low levels of understanding”? (SR4). It is found that 

there were a number of specific aspects of tax that had particularly low levels of 

understanding. Interestingly none of the superannuation questions asked had 

low levels of understanding compared to other areas of taxation. Given that 

financial literacy measures in Australia have previously found that generally 

people found superannuation issues more difficult than basic financial concepts, 

it could be argued that as a result of this survey, Australians find basic taxation 

issues more difficult again than superannuation concepts. 

 

The particular areas which were found to have the lowest levels of 

understanding were: calculating taxable income, identifying the effect of 

deductions, classifying expenses correctly as deductible, the difference 

between offsets and deductions, capital gains tax and Medicare levy. There was 

also a relationship found between gender and the correct understanding of all 

the knowledge questions (apart from the rate of Medicare levy) tested. There 

were also relationships found between income and all of the knowledge 

questions (apart from the rate of capital gains tax) tested.  

 

When combined with the initial survey results which explored overall TLSs, the 

survey results demonstrate the current level of tax and superannuation literacy 

in Australia. Insight has also been gained into those demographics which are 

likely to have lower levels of both overall and specific tax literacy. Broadly these 

demographics have aligned with those demographics identified in previous 

financial literacy research as having low levels of financial literacy. Additionally 

this research has found a link between overall and specific tax literacy and 

connection to employment (both employment hours and employment category). 
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These findings are important as they provide evidence for the inclusion of 

particular tax aspects in a financial literacy framework. In Chapter Two it was 

argued that future financial literacy research should be targeted and aimed at 

identifying those factors critical to success overall and for particular groups. 

Here it has been found that there are a number of specific areas of tax (that 

have been argued to impact on financial decision making) that have low levels 

of understanding. These findings can be used by the Australian Securities and 

Investments Commission (‘ASIC’), the ATO and industry partners in better 

designing financial education programs so as to target these particular areas. 

 

The final research question addressed was: ‘Is there a link between perceived 

confidence in understanding taxation related concepts and actual levels of 

understanding?’ (SR5). Broadly, the findings were consistent with the Financial 

Literacy Foundation research in relation to financial confidence in that lower 

confidence is more likely to be found in females, younger age groups and those 

on lower incomes. The current survey also found that lower confidence in 

relation to taxation and superannuation issues is likely to be found in those with 

less participation in the paid workforce (that is, ‘full-time students’ or those ‘not 

in paid work’) and those with lower education levels. It was also found that there 

was a relationship between self-assessed confidence and overall TLS. The 

results showed that that approximately 36% of the variance in a participant’s 

overall TLS could be explained by knowing their confidence. Overall, 

participants were largely under-confident but there were almost no instances of 

low self-assessed confidence and high TLS. The results also showed that there 

were relationships in overall self-assessed confidence in relation to all 

demographics, but particularly in relation to age, employment hours and 

income. In relation to links between confidence and understanding for particular 

concepts, it is found that there are disparities for particular concepts including: 

taxable income, deductions, offsets, Medicare levy and medical expenses 

offsets.  
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The results in relation to confidence are important because they reinforce the 

earlier findings of the Financial Literacy Foundation which found a link between 

confidence and levels of financial literacy. Given that the ANZ surveys now 

recognise self-efficacy as an important component of overall financial literacy, 

these results make an important contribution. They provide initial evidence that 

over-confidence in relation to taxation may be less common. The results of the 

survey in relation to specific areas of taxation and superannuation where 

confidence did not align with actual understanding are important for financial 

literacy education program designers, the ATO and industry as they identify 

particular areas which might need more targeted attention.  

 

These results may be important for future financial literacy research as they 

highlight those specific areas which have low levels of knowledge and can 

potentially impact on a person’s financial decision making. The results are also 

important for government, politicians, policy makers and the ATO as they 

highlight areas where the public may have low or misunderstandings. Finally the 

results are important for financial advisors and accountants as they give an 

indication of the levels of knowledge and understanding their clients are likely to 

have (given certain demographic information) when they seek advice. Having a 

greater appreciation for the level of understanding of one’s client may enable 

more effective education and communication to take place. 

 

5.8 Conclusions 

 

This chapter has reported the results of the survey component of the research 

which measured overall tax literacy and also explored confidence in tax and 

superannuation concepts. The chapter began by describing the process by 

which the survey was designed and implemented along with an explanation of 

the sampling strategy and data analysis techniques employed. The results of 

the survey were then presented in the context of each of the particular research 
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questions they addressed. This was followed by a discussion on the importance 

of the findings from each of the research questions. 

 

The overall results of the research, results of research questions addressed in 

other chapters, areas for further research, limitations and concluding comments 

are presented in the following chapter. 
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6 Chapter Six - Conclusions 

6.0  

6.1 Overview 

 

The importance of financial literacy from a government, economic and social 

perspective has been explored and established throughout this research. In 

Chapter Two, the importance of improving financial literacy in the context of 

financial crises and increased consumer financial responsibility was explored. 

Although the literature explored supported the importance of increased financial 

literacy and the potential positive outcomes for governments and society more 

broadly, it also established there were currently research gaps particularly in the 

areas of components of financial literacy and evaluations of financial literacy 

education programs.  

 

This thesis explored taxation and superannuation literacy in Australia through 

the context of financial literacy. In measuring financial literacy in Australia and 

overseas, and also in designing and implementing financial literacy education 

programs, taxation and superannuation issues, to date, were largely excluded. 

This research explored, through a grounded theory approach, whether taxation 

and superannuation issues had a place as components of financial literacy. 

Through this grounded theory approach, several theories were developed from 

overall models and concepts and were further refined through the qualitative 

data collected. Finally, a survey which measured the levels of taxation and 

superannuation literacy in Australia was undertaken. This chapter presents the 

conclusions of the research in the context of the research questions. The 

conclusions of each research question and sub-research question are 

presented in turn. This is followed by a discussion of the contributions of the 

research, limitations and opportunities for future research.  
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6.2 Research Question One  

 

The first theory that emerged from the literature and was further developed 

through the focus groups was formed as the following research question: 

“Whether taxation should be considered as a component in measuring financial 

literacy”? (R1) This question was explored through the literature review 

presented in Chapter Two and through the focus groups in stage two. In 

exploring the literature, the broad concepts of financial literacy were firstly 

presented. The research finds that although there appeared within Australia and 

overseas to be a broadly accepted definition of financial literacy (or capability), 

there is not necessarily a broadly accepted or consistent model of financial 

literacy which encompassed the same specific elements. The components of 

financial literacy from the major studies identified were summarised as follows: 

 Organisation for Economic Co-operation and Development 

Financial Literacy Framework (‘OECD’) - Content, Processes and 

Contexts. These include money and transactions, planning and 

managing finances, risk and reward, financial landscape.   

 Australian and New Zealand Frameworks - Numeracy, Financial 

Responsibility Financial Understanding and Competence. 

 Kempson’s United Kingdom (UK) Framework - Financial knowledge 

and understanding, Financial skills and competence and Financial 

responsibility.  

The literature identified a gap in academic research whereby there was no 

consistent definition of the precise aspects of financial literacy within those 

broader frameworks and components. The research finds that measurements of 

financial literacy whether in small or large studies are relatively ad-hoc and were 

not always designed from academic methodologies. It also emerged that in 

Australia and internationally, although understandings of taxation issues were 

considered as important aspects of the broader framework, they never 

appeared in either the measurement or educational program aspects in any 
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detail. It was also identified in several aspects of the literature that there is still 

scope to further explore those aspects of financial literacy which are critical to 

financial success. These arguments and the fact that taxation and 

superannuation had been identified as relevant in the overall context yet 

excluded in terms of measurement and program design all supported the notion 

that this theory should be explored further.  

 

In terms of the Australian research presented it is found that understanding 

taxation issues have been considered as important at the broader level, but only 

specifically measured in relation to superannuation. It emerged that the results 

of those questions in Australian studies which were broadly related to tax issues 

indicated that there may be problems with tax literacy. It was highlighted that 

there has not been any empirical academic research which attempted to 

address taxation as a specific component of financial capability and as such, 

the research sought to make an original contribution in that context.  

 

Further development of this initial theory and its related research question was 

undertaken through the focus groups which explored whether taxation and 

superannuation issues should form part of a financial literacy framework, and if 

so,  which specific aspects should be incorporated. One of the overall findings 

from the focus groups was that participants agreed low financial literacy was an 

important area which could have many negative consequences for those who 

were at risk. The analysis showed that views on which elements should form 

part of financial literacy were largely consistent with those outlined in the ANZ 

Adult Financial Literacy Framework (ANZ, 2008). Participants identified benefits 

of being financially literate which were consistent with the literature such as; 

increasing confidence, keeping out of trouble, keeping secure safe and 

comfortable, being self-reliant, reducing stress and anxiety and being set-up for 

the future. Through the analysis, it also emerged there was a strong link 

between the outcomes of being financially literate (as previously identified in the 

literature) and the role that understanding taxation issues played in being 

financially literate (such as improving cash flow, improving overall wealth and 
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avoiding financial difficulty). Overall, it is found from the focus groups that 

having a basic understanding of the tax system could have a number of positive 

outcomes such as: improved saving and budgeting, improved communication 

with advisors, being able to make appropriate choices or decisions and 

understanding rights and obligations.  This demonstrated a strong congruency 

between the outcomes of being financially literate and outcomes of being tax 

literate. These findings from the focus groups provide support for the theory that 

taxation and superannuation concepts are important aspects of financial literacy 

and should therefore form part of a financial literacy model. 

 

The focus groups also began to explore confidence in tax and superannuation 

issues as this emerged through the literature (particularly through the work of 

the Financial Literacy Foundation) as an important element of financial literacy. 

Confidence was also identified by the participants as an important aspect of 

financial literacy. Participants were asked to comment on their perceived level 

of understanding of tax and superannuation. Overall, participants tended to rate 

their level of understanding of the tax system as either similar to or less than the 

general populations level of understanding. Participants tended to use 

descriptions such as “basic” or “quite low”. It emerged that this level of self-

assessed ability or confidence in relation to taxation issues compared to actual 

ability or knowledge was an important aspect which could be explored further 

through the survey.  

 

Having considered the literature presented in Chapter Two and the results of 

the focus groups, it is therefore submitted a theory has emerged that taxation 

and superannuation concepts should be considered as components of financial 

literacy and form part of future financial literacy models. There was evidence in 

the literature that these aspects had been considered at the broader conceptual 

level. There was support in the focus groups that understanding tax and 

superannuation issues could have similar positive impacts on a person’s overall 

financial position as other more widely accepted components of financial 

literacy. It is argued that this new refinement and development of the currently 
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accepted elements of financial literacy should result in future measures of 

financial literacy or education programs including aspects of taxation and 

superannuation issues that take into account the findings presented in the 

following sections. 

 

6.3 Research Question Two 

 

The second theory that began emerging from the literature and the focus 

groups in stage two was that there should be a basic or threshold level of 

taxation understanding that forms part of a financial literacy model. This theory 

was further explored through the following research question: “Which aspects of 

taxation fit within the current financial capability framework and could therefore 

have similar impacts on levels of financial capability”? (R2) Again, this question 

(and its resulting sub-research questions) were explored and further developed 

through the focus groups and then the survey. Participants in the focus groups 

identified components of financial literacy as: understanding debt, credit, loans 

and interest, the importance of saving, being able to budget, understanding risk 

vs. return and being able to make sense of vast amounts of information. It was 

concluded that these were broadly in line with components of financial literacy 

identified in Australia in both the ANZ surveys, Financial Literacy Foundation 

surveys and the National Adult Financial Literacy Framework. It was noted that 

participants did not initially identify taxation and superannuation aspects as 

components of financial literacy. However, it emerged that participants identified 

having basic understandings of taxation and superannuation issues would have 

similar positive outcomes to other identified elements of financial literacy. The 

findings of the focus groups provided evidence in answer to: “Which types of 

knowledge and skills are currently considered to be components of ‘financial 

literacy” (SR1) and enabled the conclusion to be drawn that those aspects of 

financial literacy that have been identified previously in the literature were 

consistent with those identified by the focus group participants.  

 



 

222 

The focus groups went on to explore the theory that there are areas of taxation 

and superannuation regarded as ‘basic’ and important to be understood in order 

for someone to be considered financially literate. This emerging theory was 

expressed as the following research question: “Which specific aspects of 

taxation should be measured as part of Financial Capability”? (SR2) The data 

gathered through the focus groups identified these areas as; the tax equation, 

deductions, marginal tax rates, deductions versus offsets, investing (property 

and other), small business issues, superannuation, record keeping and 

Medicare and other tax medical benefits. It was these specific aspects that were 

further explored in the survey which aimed to measure the level of tax literacy in 

Australia. 

 

Overall, in relation to answering: “Which aspects of taxation fit within the current 

financial capability framework and could therefore have similar impacts on 

levels of financial capability” (R2), the data identified a number of detailed and 

specific suggestions as important elements of taxation that could be included in 

measurements of financial literacy and in education programs. It was concluded 

that there was support for the theory that taxation and superannuation aspects 

should be included in future measures of financial literacy. The theory also 

emerged that there was a strong link between the impact (positive and 

negative) of understanding (or misunderstanding) those basic elements of 

taxation and superannuation identified and outcomes of financial literacy 

already identified in the literature. There were also views expressed in relation 

to the general population’s level of understanding of the tax system (or lack 

thereof) and how this lack of basic understanding could potentially impact upon 

a person’s overall wealth and risk of financial difficulty. It was argued that the 

results of these two stages of the research provided evidence to support the 

theory that taxation and superannuation aspects should be included in future 

models of financial literacy. It was further argued that there are specific aspects 

of tax and superannuation that should be included as basic elements in a 

financial literacy model. These arguments were used to support the contention 
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that it was appropriate to further develop this theory in the final stage of the 

research in the form of the survey.   

 

6.4 Research Question Three   

 

Further theories that began emerging throughout the research, but particularly 

from the focus groups were that there may be low levels of tax literacy in 

Australia, in a similar way there are low levels of broader financial literacy and 

that there may be low levels of confidence when it comes to understanding tax 

and superannuation concepts. The first of these was formulated into the 

following research questions explored through the survey: “Are there similarities 

in the demographics that have low levels of taxation literacy and those who 

have low levels of financial literacy” (R3) and: “What is the level of Tax Literacy 

in Australia and are there demographics which have particularly low levels of 

Tax Literacy?” (SR3) Based on the results of the focus groups, a survey was 

designed which measured both levels of tax literacy and levels of self-assessed 

confidence in relation to tax and superannuation issues. The detailed results of 

this survey were reported in Chapter Five.  

 

Overall, in relation to the following research question: “What is the level of tax 

literacy in Australia and are there demographics which have particularly low 

levels of tax literacy” (SR3), the research finds the majority of Australians have 

a tax literacy score (‘TLS’) at the basic or higher level. However, the mean TLS 

is 52% (of the maximum score). In comparison, the mean financial literacy 

score (‘FLS’) in the 2008 ANZ Survey47 is 71.3%. The overall finding is that 

although Australians are broadly tax literate, they appear less literate when it 

comes to specific tax and superannuation issues than financial issues more 

broadly. This finding supported arguments made in the ANZ surveys that 

                                                           
47

 In order to make comparisons, throughout Chapter Five comparisons were made to the 2008 ANZ 

Survey of Adult Financial Literacy (being the largest and most comprehensive measurement of Financial 

Literacy in Australia to date). 
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participants found superannuation issues more difficult than basic financial 

issues. From these results, it is argued that Australians find basic taxation 

issues more difficult than basic financial issues. Given that the focus groups 

identified a number of risks to a person’s overall financial position if basic tax 

and superannuation issues were not understood, and the survey found 

Australians have lower tax literacy than overall financial literacy, there is further 

support for the theory that financial literacy programs should be designed to 

include aspects of tax and superannuation. 

 

In exploring the following research questions: “What is the level of tax literacy in 

Australia and are there demographics which have particularly low levels of tax 

literacy” (SR3) and “Are there similarities in the demographics that have low 

levels of taxation literacy and those who have low levels of financial literacy”? 

(R3), analysis of the specific results of the survey by demographics was 

undertaken. It is found there is a correlation between TLS and all demographics 

tested. This relationship is strongest in those categories which related to the 

workplace and income (employment hours, employment category and total 

income). Overall, the results were broadly in line with the results of the 2005 

and 2008 ANZ Surveys of Adult Financial Literacy which found that FLS tended 

to increase with age, education, occupation and income. However, it was 

additionally found that those relationships with TLS to age and education were 

less significant than those relationships to employment hours and employment 

category. These particular findings in relation to the connection to employment 

are new in the context of Australian financial literacy research.  

 

As argued in the literature and supported by the results of the focus groups, low 

levels of tax literacy in those groups mean that they may be more likely to make 

poor tax decisions, be vulnerable to scams or less likely to seek appropriate 

advice. These results are important as they provide new empirical support for 

the theory (which emerged in the earlier stages) that some demographical 

groups are likely to have lower levels of tax literacy than others. It also provides 

further support for the overall theory developed through the research that tax 
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and superannuation issues should be included in future measures of financial 

literacy, because these areas are potentially less understood than others. 

These empirical findings are highly useful for government, the Australian 

Taxation Office (‘ATO’), the Department of Education and the Australian 

Securities and Investments Commission (‘ASIC’) in targeting and designing 

future financial or tax literacy education programs, in providing funding for 

projects involving financial literacy, in training staff and in designing compliance 

programs. The findings are also useful for those private institutions and schools 

who currently, or are likely to provide, financial literacy education programs as it 

provides insight as to which particular demographic groups may be best 

targeted and for the inclusion of tax and superannuation issues. Finally, the 

results are also important for financial advisors, financial counsellors, financial 

planners and tax advisors as they provide empirical evidence of the likely tax 

literacy position of different demographic groups. This information could enable 

advisors to gain a better understanding of their client’s background and thereby 

promote better communication. 

 

The next research question addressed through the survey was: “Which specific 

aspects of taxation have particularly low levels of understanding?” (SR4) The 

research finds a number of specific aspects of tax have particularly low levels of 

understanding. A finding from the survey is that comparatively none of the 

superannuation questions asked have low levels of understanding compared to 

areas of taxation. Previous results in the 2005 and 2008 ANZ surveys had 

found that generally people found superannuation issues more difficult than 

basic financial concepts. The finding in this thesis may have been as a result of 

the superannuation questions asked being too basic. However it is noted that 

the same superannuation questions asked in the ANZ survey were asked in the 

current survey to allow comparison. Since none of the superannuation 

questions were found to have low levels of understanding in the current survey 

(compared to the tax specific questions), it is argued that Australians find 

general taxation issues more difficult than superannuation concepts. 
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The specific areas in the survey which were found to have the lowest levels of 

understanding were: calculating taxable income, identifying the effect of 

deductions, classifying expenses correctly as deductible, offsets and the 

difference between offsets and deductions, capital gains tax and Medicare levy. 

It was found that overall, ‘females’ were less likely to understand all of the 

knowledge questions tested (apart from the rate of Medicare levy). It was also 

found that overall; those on lower incomes were less likely to understand all of 

the knowledge questions tested (apart from the rate of capital gains tax). Again, 

these results provide new empirical data that could be relevant for those 

organisations designing and implementing financial literacy education 

programs. It is therefore recommended that when designing financial literacy 

education programs, careful attention be paid to including those aspects 

identified in the survey as having the lowest levels of understanding. These 

results are insightful for financial advisors, financial counsellors, financial 

planners and tax advisors in helping them to understand those basic areas of 

taxation which may be poorly understood by their clients.  

 

When combined with the overall TLS results, the survey provides new evidence 

of the current level of tax and superannuation literacy in Australia. It also 

provides an insight into those demographics which are likely to have lower 

levels of both overall and specific tax literacy. Broadly, it was found that these 

demographics aligned with those demographics identified in previous financial 

literacy research as having low levels of financial literacy. Additionally in terms 

of new findings, the research found a link between tax literacy and employment 

(both employment hours and employment category). The findings provide 

evidence to support not only the overall theory which emerged from the 

research (that taxation and superannuation aspects should be included as 

components of a financial literacy model), but also the theory that there are 

aspects of taxation and superannuation which may impact upon overall financial 

wellbeing and which are poorly understood. 
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The final theory that emerged from the initial stages of the research was there 

may be low levels of confidence when it comes to understanding tax and 

superannuation concepts. This was expressed in the final research question: “Is 

there a link between perceived confidence in understanding taxation related 

concepts and actual levels of understanding”? (SR5) This research question 

arose from the literature which identified that confidence in understanding 

financial issues was an important aspect of financial literacy and that there was 

often a gap between confidence and actual understanding. The literature also 

identified that improving confidence had the potential to improve financial 

literacy as well as ensure persons were more likely to seek appropriate advice 

when needed. Further data on this theory was also gathered during the focus 

groups where it emerged participants lacked confidence particularly in relation 

to tax and superannuation concepts.  

 

The survey measured self-assessed confidence in understanding a range of tax 

and superannuation issues, which aligned with the knowledge questions posed. 

This enabled an overall confidence score to be calculated for each participant. 

Firstly, in relation to overall confidence in general, the findings were that lower 

confidence in tax and superannuation issues is more likely to be found in 

females, younger age groups and those on lower incomes. These findings were 

consistent with the Financial Literacy Foundation research in relation to financial 

confidence. However, the current survey also found new empirical data that 

lower confidence in relation to taxation and superannuation issues is likely to be 

found in those with less participation in the paid workforce (such as full-time 

students or those not in paid work) and those with lower education levels.  

 

Secondly, in relation to whether there was a link between confidence and 

overall tax literacy score, the results showed a statistical relationship between 

participant’s overall TLS and overall confidence.48 Overall, participants were 

                                                           
48

 Approximately 36% of the variance in a participant’s overall Tax Literacy Score could be explained by 

knowing their confidence score. 
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generally under-confident. That is, their total confidence score was less than 

their actual TLS. The results also demonstrated that there were relationships 

with overall self-assessed confidence in relation to all demographics, but 

particularly in relation to age, employment hours and income. In relation to links 

between confidence and understanding for particular concepts, it was found that 

there were disparities for particular concepts including: taxable income, 

deductions, offsets, Medicare levy and medical expenses offsets. 

 

Though the Financial Literacy Foundation research found that confidence does 

not always result in increased actual ability, it has nevertheless been argued 

that building confidence in relation to financial matters can impact upon the 

degree to which people seek out assistance with financial decisions, make 

better financial decisions and overcome attitudes or beliefs that prevents 

proactive steps being taken (Financial Literacy Foundation, 2007a; Lusardi & 

Mitchell, 2006). Given the results of the current research, it is recommended 

that those designing, implementing and evaluating financial literacy education 

programs as well as those providing advice take into account that confidence is 

generally lower in relation to tax and superannuation issues and is generally 

lower for females. It is also recommended that they target those specific areas 

where there are disparities between confidence and understanding. If these 

recommendations are implemented and confidence is increased in those 

demographics and in those specific areas, this may increase the degree to 

which people seek out assistance with financial decisions, make better financial 

decisions and overcome attitudes or beliefs that prevent proactive steps being 

taken. 

 

6.5 Contributions 

 

The preceding section has highlighted the results of the specific research 

questions and also discussed those theories which emerged through the 

research and data collected. By taking a grounded theory approach, the 
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research has made an original contribution to financial literacy and taxation 

research in Australia and overseas. It has provided an original contribution in 

the form of the theories that emerged through the data, in regards to the 

refinement of the Consumer Behaviour Model in a financial literacy context. It is 

argued that the results of this research could be incorporated into future use of 

the model and its impact tested empirically in future research.  

 

As argued by Worthington (2006), “there is scope for the measurement of 

financial capability to be refined and further tested in order to better predict 

financial capability both nationally and within specific demographics”. It is 

argued that this research has provided an original contribution to the refinement 

of the components of financial literacy, as well as the measurement and testing 

of financial literacy in Australia. The overall theory which emerged was that tax 

and superannuation are important aspects which should be incorporated into 

financial literacy models going forward in order to gain a more robust model and 

to better measure and predict financial literacy. It is argued this research has 

provided evidence that may enhance educational programs and tools designed 

from the model. It is argued this theory has provided further enhancement to the 

financial literacy model by refining the “internal reliability of standard financial 

literacy questions” (Worthington, 2004) and by ensuring that relevant aspects of 

financial literacy have been included.  

 

This research has provided an original contribution to the tax discipline as a 

theory has emerged that there may be certain demographics that have 

particularly low levels of tax literacy. A further theory emerged that there is a 

base level of tax and superannuation understanding that is necessary in order 

to be financially literate. The results demonstrated that of these areas, there 

were some which may be poorly understood or misunderstood. This information 

may be useful and relevant for tax advisors, financial planners, financial 

counsellors and the ATO. It is recommended that tax advisors, financial 

planners and financial counsellors consider the results of this research in 
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preparing and providing clearer communications with clients or more targeted 

information sessions.  

 

The findings of the research indicate that employment (and therefore interaction 

with the tax system) appears to be linked to increased tax literacy and tax 

confidence. It is therefore recommended to not only teach financial literacy (and 

tax) in the school system but to also continue this in adult education contexts 

when people are more likely to be engaged with the system. These education 

programs need to reflect the circumstances that are likely to impact participants 

most significantly and use real life examples to improve engagement. 

Specifically, for firms providing advice, the results of this research can provide 

areas upon which internal training can be designed for staff that regularly 

interact with clients. For the ATO, it is recommended that the results of this 

research be considered in designing and developing more targeted and specific 

education campaigns and a platform upon which staff training is developed. It is 

also recommended that the ATO consider the results of this research in 

exploring the extent to which those demographics identified with lower tax 

literacy may also have lower compliance.  

 

In terms of broader government policy this research makes an important 

contribution because it provides evidence for the emerging theory that tax and 

superannuation concepts should be incorporated in future financial literacy and 

capability education models. It is recommended that ASIC consider the results 

of this research in its national financial literacy agenda moving forward. 

Specifically, it is recommended that ASIC consider the results of this research 

(particularly in terms of levels of tax and superannuation literacy and specific 

areas of tax and superannuation which have low levels of understanding) in 

shaping its revised National Strategy for 2014-17. The results of this research 

could make an important contribution to the revised strategy in terms of refining 

definitions and terminology, identifying strategic priorities and identifying gaps 

and opportunities (Australian Securities and Investments Commission, 2013). It 

is also recommended that tax experts and or tax academics be included in any 
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panels or committees charged with revising the National Strategy. It may be that 

the reason tax aspects have been considered in the overall context, yet missed 

in the detail is that currently the expertise of those involved is driving the 

agenda. It is argued that financial literacy education packages, tools and 

information for the public will be more effective with the use of a more robust 

and complete financial literacy model that is based in academic research. 

 

The results of this research could make an important contribution to the current 

federal education agenda in Australia. This is timely given that the current 

government has recently announced a ‘Review of the Australian Curriculum’ 

which will provide recommendations to the Government in mid-2014 (Australian 

Government Department of Education, 2014). The finding that taxation and 

superannuation are important aspects of a financial literacy framework and that 

there are demographics within the population who have low levels of tax literacy 

provides further evidence that financial literacy should form part of the new 

national curriculum. It also provides further evidence of the specific information 

and aspects which might need to be included in future financial literacy 

education frameworks. Given this review and the pending release of the OECD 

Programme for International Student Assessment (‘PISA’) results specifically for 

financial literacy of students worldwide, again this research provides original 

and timely findings. 

 

The theories which have emerged from this research and the results of the 

qualitative and quantitative data gathered have made an original contribution for 

a range of key stakeholders, upon which numerous recommendations have 

been made. The overall theory which emerged that taxation and 

superannuation aspects should form part of a financial literacy model and the 

subsequent theories regarding demographics with low tax literacy and basic 

levels of tax literacy should continue to be refined and tested.  The original and 

exploratory methodology combined with empirical data gathered in this research 

has made a new cross-disciplinary contribution. The following section outlines 

the limitations of the current research. 
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6.6 Limitations 

 

There are a number of limitations to the research undertaken in this thesis. For 

example, the findings in relation to the focus groups are limited by the sample 

and demographic characteristics of the participants. These characteristics were 

outlined in Chapter Three. These limitations were mitigated by following an 

academically sound process and procedure for the design, conduct and 

analysis of the focus group data. All these steps aimed to ensure that data 

gathered from the focus groups was as valid as possible notwithstanding the 

limitations of sample size and demographics. 

 

The conclusions drawn from survey conducted in the final stages of the 

research are also limited by the sample size and characteristics of those 

participants in the survey. These precise limitations are outlined at the 

beginning of Chapter Five. However, a number of processes and procedures 

with instrument design, testing, validation and analysis were implemented with 

the aim of ensuring that the data gathered was valid notwithstanding those 

limitations of sample size. It was also noted in Chapter Five that results should 

be read in the context of the sampling strategy utilised involving a degree of 

self-selection and therefore the possibility that overall scores are overstated. 

The main two sample limitations were a larger percentage of females and a 

slightly higher average education than Australian Bureau of Statistics (‘ABS’) 

data. It was argued in Chapter Five that any findings from the research should 

be read in that context and in the context of the broader research that females 

and those with lower education tend to have lower financial literacy. 

 

It should also be noted that the conclusions in this research are limited to the 

specific research questions posed and the methodology followed. That is, this 

research took a grounded theory approach and aimed to explore the financial 

literacy framework and whether there is scope to include specific elements of 
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tax and superannuation. The questions posed in the survey that measured tax 

literacy were based on the data gathered through the focus groups. To this end, 

they are not a definitive model of basic tax literacy, although they provide a 

foundation for further research to explore. While sound academic processes 

were used to design, develop and test these questions, there will always be 

scope to refine and develop these questions further. The survey specifically 

measured tax and superannuation literacy as part of refining and further 

developing the theories which emerged from the research. The current research 

did not aim to measure overall financial literacy and it did not measure or 

explain taxpayer compliance or taxpayer behaviour. The findings are 

nevertheless useful and important new research for those disciplines, 

notwithstanding they are in a different context.  

 

6.7 Opportunities for Future Research 

 

Given the exploratory nature of this research, a number of opportunities for 

further research have been identified. Firstly, the results have provided the 

opportunity for financial literacy research in Australia to continue to be refined, 

monitored and measured with emergence of the theory that tax and 

superannuation issues should be included as components. The research has 

also identified the need for further studies to evaluate and measure the impact 

of financial literacy education programs on a person’s overall financial position 

over time. Flowing on from this, the research has also identified the potential 

importance of evaluating and measuring the impact on financial position of 

specific aspects of financial literacy (such as particular knowledge aspects, 

confidence, and communication with one’s advisor). Further research could 

measure the extent to which each individual component of financial literacy 

(including tax and superannuation) impacts on overall financial position over 

time, which could involve a longitudinal study. Specifically, future research could 

explore whether there is a link between levels of tax literacy and wealth 

creation. Also, the research highlighted the potential for further exploration of 
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the difference between financial literacy components that include a penalty 

component (if wrong), like tax and others where such penalties do not exist. 

 

In relation to specific areas of the survey which could be explored further, it 

emerged there may be areas of basic taxation and superannuation which are 

poorly understood by the general population. There is therefore scope to further 

refine the questions posed and test other areas such as superannuation and 

self-managed superannuation in more depth. Due to the small number of small 

business participants in the survey, there is an opportunity for future research to 

specifically explore levels of tax literacy for small business owners. Similarly, 

due to small numbers of participants over the age of 65, there is opportunity for 

future research to specifically explore levels of tax and superannuation literacy 

in the older age brackets. 

 

In the broader tax discipline, the research has identified a number of potential 

areas for further research. There is an opportunity for future researchers to 

explore the extent to which levels of tax literacy may impact on compliance 

behaviour. This could be explored by using the tax literacy score as developed 

in this research as a variable in a predictive model or through quantitative 

behavioural research and modelling. Similarly, levels of confidence (both overall 

and in relation to specific areas) could be explored further to determine whether 

there is any link between tax confidence and tax compliance behaviour. The 

overall results of the survey showed that levels of tax literacy and confidence 

increased as levels of engagement with the tax system increased (through 

increased employment hours). Given this finding and the fact there have been 

suggestions for Australia to move to system more like New Zealand where 

taxpayers with simple tax affairs have no need to lodge tax returns, or where a 

standardised deduction is introduced, future research could explore what impact 

such reforms could have on tax literacy and or financial literacy.  

 

The research also highlights an opportunity to further research to explore the 

relationship between accountants, tax advisors, financial planners and their 
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clients. This could be explored in the context of financial literacy. That is, to 

what extent does improving the financial literacy (or tax literacy) of clients 

improve the quality of communication between parties, the quality of advice 

given or the likelihood that clients would seek advice initially. There is also the 

possibility to explore, beginning with the findings in this research, the gap 

between clients’ understanding and what advisors expect they understand. 

Also, future research could explore specifically the extent of advisor’s own 

levels of tax literacy. 

 

The findings suggest a link between increased tax literacy and engagement with 

the workforce, which highlights the opportunity for future research to explore the 

extent to which financial literacy education at certain points in time lead to 

positive outcomes in terms of wealth creation. That is, whether there is an ideal 

or optimum time to provide financial literacy education, or whether this depends 

on the specific component of financial literacy being addressed. Since financial 

literacy research to date has not explored links to the workforce in any detail in 

the measurement stage, it is suggested this is an area which could also be 

further explored. 

 

The findings support the argument that there is link between confidence and 

improved financial (or tax) literacy, which highlights the opportunity to further 

explore and or measure the impact of improved confidence on financial (or tax) 

literacy. It also provides the opportunity to test methods for increasing 

confidence and the extent to which these lead to increased confidence and 

subsequently wealth.  

 

The findings supported (in a tax specific context) earlier financial literacy 

research that has found females are likely to be less financially literate than 

males. It is therefore argued that this provides further support for more research 

into why this might be the case and the need for education programs to be 

implemented which specifically target females. Future research could take a 
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longitudinal approach and measure the extent to which intervention strategies 

provide positive outcomes in terms of financial decision making.  

 

It is recommended that future research consider the results of the OECD PISA 

assessments when released in determining areas of financial literacy which 

might need to be focused on in the future.  

 

Finally, it is suggested that the findings (in relation to basic areas of tax and 

superannuation) from this research could be incorporated into financial literacy 

education programs (in both formal and informal settings) and their overall 

impact continue to be measured and monitored.   

 

6.8 Conclusion 

 

Through a grounded theory approach, this thesis has provided a number of new 

theories in financial literacy specifically from a tax and superannuation 

perspective. The overall theory which emerged was that taxation and 

superannuation are important aspects which should be included as components 

in measuring and teaching financial literacy. Secondly a theory emerged that 

there were certain aspects of tax and superannuation considered as a basic 

level of understanding in the context of being financially literate. The data 

demonstrated that many of those specific areas identified had low levels of 

understanding. Thirdly, a theory emerged that the demographics that are likely 

to have lower tax literacy are broadly in line with those demographics likely to 

have lower financial literacy. Finally, the theory that there may be low levels of 

confidence in relation to tax and superannuation issues emerged. The data 

collected supported and further refined these theories. It also demonstrated that 

that those with greater self-assessed confidence were more likely to have 

higher tax literacy. Further, it was found that increased interaction with the 

workforce is likely to lead to increased tax literacy. This suggests that earlier 

engagement or interaction with the tax system is more likely to lead to 

increased confidence and increased tax literacy. If one of the overall aims of 
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financial literacy research is to ensure financially literate and confident 

populations who are able to make better financial decisions and are less at risk 

to scams and rorts, then it is imperative for any financial literacy model take into 

account all relevant components and aspects. Specifically, in the context of 

governments and societies that strive for greater individual welfare, less 

reliance on public funds and a shift toward self-funded retirement, it is important 

we continue to ensure Australians have sufficient levels of financial (and tax) 

literacy in order to make the best financial decisions. It is important that the 

academic discipline continue to refine financial literacy models through 

empirical research, measuring financial literacy and evaluating financial literacy 

education programs. It is only with such continued improvement that the goal of 

increasing financial (and tax) literacy in the population will be realised.  
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APPENDIX A – Focus Group Participant Documentation 
 

Participant Information Sheet 

Taxation as a Component of Financial Capability 

 

Researcher:  Toni Brackin 

University of Southern Queensland 

Ph: 07 4631 5514 

Email: brackin@usq.edu.au  
 

Supervisors: Dr Mark Brimble  Mr Brett Freudenberg 
Griffith University  Griffith University 
m.brimble@griffith.edu.au b.freudenberg@griffith.edu.au 

 
Project:  Taxation as a Component of Financial Capability – How 

capable are Australians in relation to taxation? 
 
This research project explores whether a person’s level of understanding of the taxation system should 
form part of measuring their overall financial capability. The project will also explore which specific 
aspects of the taxation system should form part of measuring financial capability. We will be asking you 
a number of discussion questions during the focus group such as your understanding of financially 
capability and which specific aspects of the taxation system you think could impact on a person’s 
financial capability. The researcher will be asking you to respond to the discussion questions with your 
own opinion. You are not obliged to respond using personal accounts or circumstances, but may 
respond with circumstances of others you may know as long as those persons are not identified. You 
may find that you will benefit by participating in the focus group as you may become more reflective in 
relation to your own financial circumstances and therefore seek further assistance in becoming more 
financially capable. The information gathered during the focus group will be used by the researcher to 
design survey questions which will measures the level of taxation literacy in Australia and therefore 
provide a contribution to field of Financial Capability.  
 
Participation in this research is voluntary, and you can discontinue participation at any stage without 
penalty or the need to provide an explanation.  
 
Your participation in the research will involve participation in a focus group which will require your input, 
discussion and opinion on a range of questions relating to the research project. Demographic data 
collected is required because this is useful for analytical purposes, and you will not be able to be 
identified from this data. The focus groups will be recorded using a digital recorder for the purpose of 
collecting and analysing responses.  
 
Your responses during the focus group discussions will be confidential, and in no way will you be able 
to be identified through them. Your privacy will be protected throughout the study.  The digital copy of 
the recording and digitised transcriptions will be stored on a password protected file server which can 
only be accessed by the researcher. Copies of the digital recordings will be stored for a period of five 
years after which they will be discarded. The researcher is the only person who will have access to 
password for the digital recordings. At the completion of the project, you may request access to the 
research findings.  Please don’t hesitate to contact the researcher or their supervisors if you have any 
questions. You can also contact either the Griffith University Research Ethics Officer on 3735 5585 
[research-ethics@griffith.edu.au] or the University of Southern Queensland Human Research Ethics 
Committee Secretary on 07 4631 2690 [ethics@usq.edu.au] if you have concerns about the ethical 
conduct of the project. 
 

Thank you for your participation in the project, 
 

Toni Brackin 

 
Lecturer in Taxation Law 
Faculty of Business 
University of Southern Queensland 
Toowoomba 4350 
Phone: 07 46315514 
Email: brackin@usq.edu.au 

mailto:brackin@usq.edu.au
mailto:m.brimble@griffith.edu.au
mailto:b.freudenberg@griffith.edu.au
mailto:ethics@usq.edu.au
mailto:brackin@usq.edu.au
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Consent form:  Focus Group 

Taxation as a Component of Financial Capability 
 

Researcher:   Toni Brackin 
University of Southern Queensland 

Ph: 07 4631 5514  

Email: brackin@usq.edu.au  
 

Supervisors: Dr Mark Brimble  Mr Brett Freudenberg 

Griffith University  Griffith University 
m.brimble@griffith.edu.au b.freudenberg@griffith.edu.au 

 
Project:  Taxation as a Component of Financial Capability – How 

capable are Australians in relation to taxation? 
 

By signing below, you are indicating that you; 

 

 have read the Participant Information Sheet, and the nature and the purpose 

of the research project has been explained to you;  

 

 understand that you are free to withdraw at any time, without comment or 

penalty; 

 

 have had any questions answered to your satisfaction; 

 

 are over 18 years of age; 

 

 understand that you will be audio taped during the focus group;  

 

 understand that the digital copy of the recording will be stored on a password 

protected file server which can only be accessed by the researcher and that 

copies of the digital recordings will be stored for a period of five years after 

which they will be discarded;  

 

 understand that at all times your responses will be confidential and in no way 

will you be able to be identified through them; 

 

 understand that you can contact the researcher or their supervisors if you 

have any questions about the project, or either the Griffith University Research 

Ethics Officer on 3735 5585 [research-ethics@griffith.edu.au] or the University 

of Southern Queensland Human Research Ethics Committee Secretary on 07 

4631 2690 [ethics@usq.edu.au] if you have concerns about the ethical 

conduct of the project; and 

 

 agree to participate in the project. 
 
Name of participant  

 
 
          Signed   
 
 

         Dated   

 

Thank you for your participation. 

mailto:brackin@usq.edu.au
mailto:m.brimble@griffith.edu.au
mailto:b.freudenberg@griffith.edu.au
mailto:ethics@usq.edu.au
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Participant Demographic Information Sheet 

Taxation as a Component of Financial Capability 
 

Researcher:   Toni Brackin 
University of Southern Queensland 

Ph: 07 4631 5514  

Email: brackin@usq.edu.au  

 

Supervisors: Dr Mark Brimble  Mr Brett Freudenberg 
Griffith University  Griffith University 
m.brimble@griffith.edu.au b.freudenberg@griffith.edu.au 

 
Project:  Taxation as a Component of Financial Capability – How 

capable are Australians in relation to taxation? 
 

Date of Focus Group ________________    

Time of Focus Group ________________    

 
Location 
(provide city/town) 

 

________________    

 
Age 
(provide age) 
 

________________    

 
Gender 
(circle applicable) 

 

Male Female    

      

 
Employment 
(circle applicable) 
 

Full-time Part-time Contract Casual 
Seeking 

Employment 

      

Employment Category 
(circle applicable) 
 

Education Health 
Technical / 

Trade 
Professional Student 

 

 
Self 

Employed 
Service Sales   

      

Highest Level of Education 
(circle applicable) 

Some High 
School 

Completed 
High School 

Some 
vocational 

Educational 
Training 

Completed 
vocational 

education or 
training 

Some 
University or 

College 

 
Completed 

University or 
College 

Some Post 
Graduate 
Education 

Completed 
Post 

Graduate 
Education 

  

mailto:brackin@usq.edu.au
mailto:m.brimble@griffith.edu.au
mailto:b.freudenberg@griffith.edu.au
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APPENDIX B – Focus Group Discussion Guide 
 

Focus Group Discussion Guide 

Taxation as a Component of Financial Capability 

 

Researcher:   Toni Brackin 
University of Southern Queensland 
Ph: 07 4631 5514  
Email: brackin@usq.edu.au  
 

Supervisors: Dr Mark Brimble  Mr Brett Freudenberg 

Griffith University  Griffith University 
m.brimble@griffith.edu.au b.freudenberg@griffith.edu.au 

 

 

Project:  Taxation as a Component of Financial Capability  
– How capable are Australians in relation to taxation? 

 

Discussion Guide 
 

Provide Participants with the following information; 

The term Financial Capability has been defined as “the ability to make informed judgements 

and to make effective decisions regarding the use and management of money” or “about 

people being informed and confident decision makers in all aspects of their budgeting, 

spending and saving”.  

Part One 

1. What do you (personally) think is meant by the term Financial Capability? 

2. What types of skills/knowledge/components do you think are needed for someone to be 

financially capable? 

3. What do you think are the outcomes/benefits of being financially capable? 

4. What role do you see having an understanding of the taxation system as playing in a 

person’s overall financial capability? 

Part Two 

5. How do you perceive your own (or your clients) understanding of the taxation system? 

6. How do you perceive the general population’s understanding of the taxation system?  

7. What impact/benefit do you think having an understanding of the taxation system would 

have on yours or another’s financial capability? 

8. Specifically, what aspects of the taxation system do you think are important to understand 

for someone to be considered financially capable? 

9. Is there anything else about this topic you would like to discuss? 

mailto:brackin@usq.edu.au
mailto:m.brimble@griffith.edu.au
mailto:b.freudenberg@griffith.edu.au
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APPENDIX C – NVIVO Coding Information 
 

NVIVO Coding and Tree Nodes by Discussion Question 
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APPENDIX D – Survey Questions 
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Q 1 
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Q 2 

Q 3 

 

Q 4 
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Q 5 

 

Q 6 

 

Q 7 

 

Q 8 
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Q’s 9-14 
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Q’s 15-23 
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Q’s 24-25 



 

254 
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Q 26 

Q 27 
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Q 28 
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Q 29 

Q 30 

Q 31 
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259 
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APPENDIX E - Survey Cleaning and Coding Information 
 

Griffith Staff Version 
Raw responses   405 
Did not finish    144 
Spent less than 10 mins  85 
Completed part    9 (up to Q10) 

11 (up to Q16) 
    7 (up to Q22) 
    22 (up to Q36) counted 

10 (right up to end but no email) counted 
Useable   293  
 
Griffith Student Version 
Raw responses   31 
Did not finish    10 
Spent less than 10 mins  4 
Completed part    2 (up to Q10) 
    1 (up to Q20) 
    3 (up to Q30) counted 
Useable   24 
 
Released Version 
Raw responses   260 
Did not finish    97 
Spent less than 10 mins  74 
Completed part    5 (up to Q10) 

2 (up to Q16) 
    15 (up to Q30) counted 
    1 (up to Q40) counted  
Useable   179 
 
Tax Experience Version 
Raw responses   164 
Did not finish    81 
Spent less than 10 mins  60 
Completed part    1 (up to Q10) 

7 (up to Q16) 
    5 (up to Q22) 
    7 (up to Q35) counted  
    1 (right up to end but no email) counted 
Useable   91 
 
USQ Staff Version 
Raw responses   24 
Did not finish    8 
Spent less than 5 mins   5 
Completed part    2 (both up to Q16) 
    1 (up to Q31) counted 
Useable   17 
 
Cleaned and Coded Version 
 
Useable Responses 604 
This will include all those who completed the survey as well as those who completed part of 
the survey up until at least Q30. Those who did not complete and also spent less than 
10mins on the survey were additionally excluded (as per above calculations). 
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APPENDIX F- Focus Group Ethics 
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APPENDIX G – Survey Ethics 
 
         GRIFFITH UNIVERSITY HUMAN RESEARCH ETHICS COMMITTEE 

 

                                                    21-Apr-2011 

 

 

Dear Ms Brackin 

 

I write further to your application for ethical clearance for 

your project "NR: Taxation as a component of Financial Capability 

– How capable are Australians in relation to taxation?" (GU Ref 

No: AFE/10/11/HREC).  This project has been considered by Human 

expedited review 1. 

 

The Chair resolved to grant this project provisional ethical 

clearance, subject to your response to the following matters: 

 

This application has been reviewed administratively by the Office 

for Research via a new mechanism for research that has been 

assessed as involving no more than negligible risk. 

 

Please refer to s6.0 of Booklet 17 of the Griffith University 

Research Ethics Manual and advise what ethical clearance covered 

the initial focus group work or why that work was not submitted 

for prior ethical review. 

 

The applicants are asked to share their reflections on the 

possibility for the potential participant pool will include 

persons who are aged under 18, and the approach that will be 

adopted with regards to consent.  Please refer to Booklet 24 of 

the Griffith University Research Ethics Manual for guidance on 

these matters. 

 

Is the data collection anonymous?  If the data collected will be 

identified, why do the researchers need to know the identity of 

the respondents?  This must be discussed in the informed consent 

materials. 

 

Provision of a copy of the approval of the ‘gatekeeper’ the 

research use of the institutional email distribution lists. 

 

Further clarification in regards to the recruitment mechanism for 

the community participants (eg how will potential participants be 

identified, initially approached and then recruited).  Please 

refer to Booklet 21 of the Griffith University Research Ethics 

Manual. 

 

Provision of the text that will be used for recruitment purposes 

(eg the initial email / notice calling for volunteers). 

 

The contact officer signing sF1 of the Expedited Ethical Review 

Checklist. 

 

The primary supervisor signing sF1A of the Expedited Ethical 

Review Checklist. 
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An appropriate authorising officer, who is not a member of the 

research team, completing and signing sF2 of the Expedited 

Ethical Review Checklist. 

 

 

 

This decision was made on 21-Apr-11.  Your response to these 

matters will be considered by Office for Research. 

 

The ethical clearance for this protocol runs from 21-Apr-11 to  

11-Apr-13. 

 

Please forward your response to Gary Allen, Manager, Research 

Ethics, Office for Research as per the details below. 

 

Please refer to the attached sheet for the standard conditions of 

ethical clearance at Griffith University, as well as responses to 

questions commonly posed by researchers. 

 

It would be appreciated if you could give your urgent attention 

to the issues raised by the Committee so that we can finalise the 

ethical clearance for your protocol promptly. 

 

Regards 

 

 

Gary Allen 

Manager, Research Ethics 

Office for Research 

G39 room 3.55 Gold Coast Campus 

Griffith University 

ph: 3735 5585 

fax: 5552 9058 

email: g.allen@griffith.edu.au 

web:  

 

Cc:  

 

At this time all researchers are reminded that the Griffith 

University Code for the Responsible Conduct of Research provides 

guidance to researchers in areas such as conflict of interest, 

authorship, storage of data, & the training of research students. 

You can find further information, resources and a link to the 

University's Code by visiting 

http://www62.gu.edu.au/policylibrary.nsf/xupdatemonth/e7852d22623

1d2b44a25750c0062f457?opendocument 

PRIVILEGED,  PRIVATE AND CONFIDENTIAL 

This email and any files transmitted with it are intended solely 

for the use of the addressee(s) and may contain information which 

is confidential or privileged. If you receive this email and you 

are not the addressee(s) [or responsible for delivery of the 

email to the addressee(s)], please disregard the contents of the 

email, delete the email and notify the author immediately 
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