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This paper comments on the conceptualisation of ﬁnancial literacy by investigating how it
is deﬁned, problematised, and operationalised as a part of the efforts to overcome its
perceived impediments. The backdrop of this study is the idea that the ﬁnancial literacy
movement goes hand in hand with the ﬁnancialisation of society. By reporting from a
study of ﬁnancial literacy practices, the aim is to disentangle the notion of ﬁnancial literacy
from the assumption that it is a singular capability that, when gained, will automatically
affect people’s ﬁnancial practices. The paper draws on a recent development in literacy
research, New Literacy Studies, and on its division into autonomous and ideological
deﬁnitions of literacy. The empirical illustrations originate from the efforts made to
decrease ﬁnancial illiteracy among Swedish adolescents and the demand for ﬁnancial
literacy in audit committees. Contrary to earlier studies, this paper demonstrates that
ﬁnancial literacy does not merely refer to a character trait that researchers may ﬁnd
lacking among the marginalised actors in society. Financial literacy cannot merely be
viewed as the ability to read and write in the language of ﬁnance and accounting. Instead,
ﬁnancial literacy is a concept that needs to be situated and studied in practice because the
characteristics that constitute ﬁnancial literacy, or those that apply to it, vary with time
and place.
ß 2012 Elsevier Ltd. All rights reserved.
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1. Introduction
A recent report from the International Organization of Securities Commissions (IOSCO) concludes as follows:
No matter what disclosures are mandated, they will not have the intended effect if the investor either does not read and/or
understand the information provided. Regulators should therefore consider measures to help improve retail investor
education in order to enhance their ﬁnancial literacy and ability to read investment documentation and make informed
investment decisions (IOSCO, 2009, principle 6).
Contrary to IASB and FASB’s solution to improve market efﬁciency by demanding increased disclosure, IOSCO (2009)
qualiﬁes the problem of information efﬁciency as the inability of investors to accurately understand ﬁnancial information.
This state of affairs is described as an obstacle that needs to be overcome. This conclusion is not limited to IOSCO, however.
Parallel with the ﬁnancialisation of society (Epstein, 2005; Finlayson, 2009; Froud et al., 2002; Martin, 2002), actors including
The World Bank (2009), the OECD (2005, 2006, 2008, 2009) and the European Commission (2007) have all concluded that
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ﬁnancial literacy programmes need to be initiated. The reports are univocal in their conclusion: the level of ﬁnancial
knowledge needs to be raised so that non-professional investors can act in a ﬁnancially responsible manner.
Increased ﬁnancial literacy is believed to not only prevent negative impacts on the ﬁnancial markets (cf. IOSCO, 2009) but
to also contribute to improving corporate governance. According to Williams (2007) ‘‘[l]iterate, skilled consumers are
expected to search the market effectively, monitor ﬁrms attentively, switch providers efﬁciently, and exercise their
consumer power to drive out of the market ﬁrms that are dishonest, incompetent, or indifferent to consumers’ needs’’ (p.
233). Thus, ﬁnancially literate actors drive both efﬁcient markets and effective corporations.
The problem of ﬁnancial literacy, however, does not reside only among the non-professional investors. Although the
higher level employees in organisations are implicitly expected to possess this capability, the recent ﬁnancial crises illustrate
that the risks of investing in and accounting for new ﬁnancial products was understood neither by the professional investors
nor by the ﬁrms. As a response to the diminishing level of trust (Finansinspektionen, 2009), ﬁnancial literacy has also become
an issue for boards of directors, with questions as to whether the accounting and auditing ‘‘scandals’’ would have occurred if
the boards of directors had been sufﬁciently competent. Consequently, the issue of ﬁnancial literacy is of concern both inside
and outside of the organisation.
There are three research traditions concerned with ﬁnancial literacy (Almenberg and Widmark, 2011). The ﬁrst tradition
seeks to measure the level of ﬁnancial literacy in different demographic areas (Almenberg and Widmark, 2011; Huston,
2010; Jappelli, 2010; Lusardi and Mitchell, 2007). The second tradition investigates the effects of ﬁnancial literacy on
ﬁnancial decisions (Almenberg and Widmark, 2011; Carter, 1973; Johnson and Sherraden, 2007; Lusardi and Mitchell, 2007;
Van Rooij et al., 2007). The third tradition studies the effects of ﬁnancial education. A central debate in the latter theme is
whether ﬁnancial illiteracy can be overcome (Fox et al., 2005; Lyons et al., 2006; Oehler and Werner, 2008; The World Bank,
2009; Willis, 2009). Taken together, the research addressing ﬁnancial literacy suggests that (1) there is a delineated and
stable notion of ﬁnancial literacy; (2) the ﬁnancial skills underlying the notion of literacy predict how the individual will
make ﬁnancial decisions; and (3) by being taught how to acquire and foster these skills, a ﬁnancially incapable person can
become a capable investor (Langley, 2008).
This paper questions this line of argument. The aim is to disentangle the notion of ﬁnancial literacy from the assumption
of a singular capability that, when gained, automatically affects people’s ﬁnancial practices. By examining how ﬁnancial
literacy is conﬁgured in the private as well as the corporate sphere, this paper demonstrates that ﬁnancial literacy is not
primarily about possessing the skills to interpret accounting and ﬁnancial information. Rather, what constitutes ﬁnancial
literacy changes when different social settings are considered.
To emphasise the context-bound meaning of ﬁnancial literacy, this paper draws on two cases of ﬁnancial literacy
discourse in Sweden. These cases both share the goal of raising the literacy level, although in different areas of society. The
ﬁrst case examines ﬁnancial education for high-school students. This case offers an opportunity to witness how ﬁnancial
literacy is conﬁgured in a setting in which the ﬁnancially illiterate are predominantly consumers and describes a situation in
which young people lack the ability to manage their personal ﬁnances. The second case examines board work in public
companies and the companies’ efforts to include a ﬁnancially literate person in their audit committees (hereafter, ACs). The
committee members’ level of ﬁnancial literacy came into increased public focus after the scandals in the beginning of the
century (Benston and Hartgraves, 2002). Although the relationship between an AC’s effectiveness and the ﬁnancial literacy of
the AC has been questioned (Gendron and Bédard, 2006; Turley and Zaman, 2007), ﬁnancial literacy became a regulatory
concern in the EU with the 8th Directive (European Commission, 2006). This paper takes on these two cases to analyse a
concept that has become a benchmark for progress in the ﬁnancialisation of society.
This paper provides an account of a strand of literature labelled New Literacy Studies (NLS). NLS represents a broadened
view of how to understand literacy, which, in terms of this paper, offers theoretical arguments for analysing our data. This
paper continues by describing how the data were collected and coded, followed by an analysis of the two cases. The
conclusions about the results are presented in the ﬁnal section of the paper, accompanied by a discussion of how this study
contributes to deﬁning areas that are appropriate for further research into how ﬁnancial literacy interplays with the
consumption of accounting information.
2. Financial literacy from a new (literacy) perspective
Beginning with the basics, the Collins Dictionary states that literacy refers to
The ability to read and write; the ability to use language effectively.1
This deﬁnition encapsulates the dominant (and common-sense) idea about literacy, which also suggests that literacy is
something desirable. According to Gee (2008), this attitude towards literacy is related to the belief that literate people make
up a modern and civilised society. Being modern and civilised then provides an empowering ability (Freire and Macedo,
1987) that allows individuals to think rationally and to take critical stances (Gee, 2008). These positive attributes are
assumed to be components of higher social equity (ibid.) because high literacy rates are associated with democratised
societies. In this tradition, literacy is a practice that can be mastered through the acquisition of the right skills and that, to a
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http://www.collinsdictionary.com/dictionary/english/literacy (24 February 2012).
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limited degree, is affected by ideology (Gee, 2008; Gough, 1995). Thus, the arguments follow a linear ‘‘literacy-comes-ﬁrst’’
logic (Rogers, 2001, p. 206) where the expected outcome is progress.
In the 1980s, however, the authors that promoted the concepts that would eventually be labelled the ‘‘New Literacy
Studies’’ (Barton and Hamilton, 2000; Gee, 1990; Street, 1984) began to reject this traditional ‘‘read and write’’ deﬁnition that
was based on a proxy for competence. Their argument was that the previous understanding of literacy downplayed the social
setting in which literacy is observed (Gee, 2008). Their critique did not ignore literacy practices but argued that literacy is
situated within a particular time of history and in relation to speciﬁc social practices (Gee, 2008, 2000). Street (1997) labelled
this dominant form of literacy studies (Clarke, 2002) as autonomous because it builds on the assumption that literacy in itself
– autonomously – will have effects on other social practices. Street’s (1997, 2003) critique of the autonomous perspective is
twofold: it overlooks that neither illiteracy nor literacy appears outside of the social context and that to disregard such a
context is to ignore that literacy is more than a set of individual cognitive achievements (see also Gee, 2000, 2008).
Against the autonomous perspective, Street (1997) advocates an ideological model of literacy. In a nutshell, the ideological
model means that what counts as literate differs ‘‘from culture to culture and from period to period’’ (Jackson, 1993, p. 2); in
other words, the understandings of literacy result from analysis rather than from autonomous deﬁnitions. This model
suggests that a literate person is someone who reads a particular type of text at a particular time and, moreover, does it in a
particular way (Gee et al., 1996).
Literacy is not just a set of ‘technical skills’ to be imported to those lacking them (. . .) but rather that there are multiple
literacies in communities and that literacy practices are socially embedded. (Street, 2001, p. 2)
This acknowledgement suggests that an actor’s literacy interacts with the social setting. As a corollary, different forms of
literacy co-exist and compete in society (Gee et al., 1996), and the concept of literacy should include representational forms
beyond the written word. However, the ideological model does not question the existence of illiteracy, but rather the
deﬁnitions, methods and effects of the literacy efforts:
Social consequences are assumed to follow from literacy, such as ‘modernisation’, ‘progress’ and economic rationality to
name a few. Recent research, however has challenged this ‘autonomous’ view’. (Street, 1996, p. 2)
Although the distinction between an autonomous and an ideological model of literacy is relevant to the ﬁnancial literacy
discourse, the concept of ideology might lead us to believe that the autonomous model lacks ideology. This paper argues,
however, that a model that suggests that a technology is neutral and can be unaffected by application in time and space is
ideological per se. That argument is certainly consistent with the thrust of NLS, which argues that the autonomous model
disguises ideological assumptions (Street, 1996). In the following, the ideological model is re-labelled as a situated model of
literacy (see, e.g., Ahrens and Chapman, 2007; Bay, 2011a, 2011b).
Applied to ﬁnancial literacy, the distinction between the autonomous and the situated models is that the former makes it
possible to delineate ﬁnancial literacy without taking into effect how, when and toward whom the literacy event is directed.
This type of model offers measures to divide actors into ﬁnancial literates and illiterates. Understood in this way, an
autonomous model can identify and act upon illiteracy. In a recent review, Remund (2010) summarised various deﬁnitions of
ﬁnancial literacy and classiﬁed them into ﬁve categories:
(1)
(2)
(3)
(4)
(5)

Knowledge of ﬁnancial concepts
Ability to communicate about ﬁnancial concepts
Aptitude in managing personal ﬁnances
Skill in making appropriate ﬁnancial decisions
Conﬁdence in planning effectively for future ﬁnancial needs

Remund’s classiﬁcation summarises the thrust of the ﬁnancial literacy movement, in which ‘‘literacy comes ﬁrst’’ (Rogers,
2001). That is, in the autonomous model it is possible to (1) diagnose ﬁnancial illiteracy and (2) perform ﬁnancial literacy
events so that (3) the ﬁnancially illiterate become ﬁnancially literate. This view has been contested by several reviews,
however. For example, Atkinson (2008) concludes that ‘‘there is little in the way of robust evidence to show the overall effect
of ﬁnancial training’’ (p. 5). However, Atkinson concludes that this lack of evidence might be an effect of evaluation methods
such as the small size of the studies, poor indicators of ﬁnancial literacy, and data and estimation issues. In another review, de
Meza and colleagues (2008), rooted in the behavioural economics stream of research, state that the norms affecting ﬁnancial
behaviour impede the success of ﬁnancial education. Rather, it is the situated ﬁnancial literacy activities (such as personal
intervention by a counsellor or individualised advice) that can make a change. The conclusion is that even though a situated
model of ﬁnancial literacy cannot offer the same type of measurable results for the level of literacy, the model offers us
narratives of how ﬁnancial literacy is constituted in practice.
To sum up, the New Literacy Studies have taken a social turn away from a focus on the inherent to the affected, from skills
to practices, from cognitive dispositions to cultural conditions. This view of literacy is based on the idea that reading and
writing practices only make sense when they are studied within their context—a context of which they are but a part. ‘‘In its
simplest sense’’, as Barton and Hamilton (2000) put it, ‘‘literacy practices are what people do with literacy’’ (p. 7). This
concept entails the recognition of multiple types of literacy. As such, literacy events are historically and contextually situated
and always embedded in broader goals that serve overarching purposes.
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3. Design of study
Material addressing how ﬁnancial illiteracy is attended to in high schools was collected from multiple sources. Archival
material was gathered from reports produced by the OECD, the EU, and IOSCO, as well as by the Swedish regulatory
authorities such as the Financial Markets Advisory Committee (FMAC) and the Financial Supervisory Authority (FSA). The
ﬁrst author also conducted ten interviews with civil servants and political advisors at the FMAC, the FAS, the Enforcement
Authority (EA), the Consumer Agency (CA) and the Ministry of Finance. The interviewing started in February 2008 and ended
in March 2009. The length of the interviews varied between one and two hours. The interviews were semi-structured,
including a set of open-ended questions for the interviewees to elaborate on. Seven of the ten interviews were recorded. The
high-school tour, conducted during September–November 2008, comprised twenty-four stops in cities in Sweden. The ﬁrst
author participated on four occasions, observing the activities in class. Most of the activities performed illustrated the
arguments in a ﬁlm produced to form a point of departure for the student discussion in class. The ﬁlm, together with the
teacher instruction manual that was produced to support interaction with students, constituted additional sources of
information for the analysis.
The material for the AC case is gathered from two sources. First, a variety of texts were examined such as corporate
governance codes and governance regulations. The investigation was directed towards recounting how ﬁnancial literacy is
recognised in these texts. Second, the case uses 41 interviews with board members of public companies. Interviewing started
in 2010 and ended in June 2011; on average the interviews lasted 90 min, and all but six were recorded. The issue of ﬁnancial
literacy was raised when the respondents described the relationship between the board, the AC and the auditor. The
interviews with board members provided us with an opportunity to analyse how notions of literacy are connected to ACs and
board practices.
The entire data set was organised by creating a scrapbook of quotations related to elaborations of ﬁnancial literacy. The
coding was informed by a methodological key concept of NLS studies denoted literacy events (Barton and Hamilton, 2000;
Street, 2001). Literacy events refer to episodes where observable elements related to ﬁnancial literacy can be identiﬁed and
described, such as interacting participants, texts and activities performed by participants (Hamilton, 2000). Applied to our
cases, this deﬁnition means describing events where the activities that are derived from an understanding of ﬁnancial
literacy are operationalised by the different actors. Literacy events arise from literacy practices (Barton and Hamilton, 2000;
Street, 2001), which is the second methodological principle. Literacy practices sensitise literacy events by connecting them
to a social context (Street, 2001).

4. Situating ﬁnancial literacy – two cases
4.1. Financial literacy from a ﬁnancial education perspective
In a press release, the Swedish Minister for Financial Markets Mats Odell states that (2007)
It’s high time for us to identify the knowledge gaps and do our best to support and strengthen the households’ ability to
manage their personal ﬁnances. Only then will we get the savvy consumers the Swedish ﬁnancial sector deserves and needs
to face tougher competition. That, I believe, is a challenge that ultimately will beneﬁt us all.
This press release marked the start of the Swedish ﬁnancial education programme,2 which aims to instruct Swedish
citizens how to become ﬁnancially capable. The programme grew to incorporate a network of public authorities and
organisations under the umbrella name of the National Assembly for Increased Financial Self-Conﬁdence. The programme
launch came after a decade-long international debate about alleviating ﬁnancially distressed consumers (OECD, 2005, pp.
62–64). According to the report, ﬁnancial distress at the private level resulted from changing economic and political
conditions, and the altered pension systems and the increased complexity of ﬁnancial products demand an enhanced level of
ﬁnancial awareness from the individual. The OECD concludes that without appropriate measures to rectify ﬁnancial literacy,
a substantial number of citizens will end up in ﬁnancial isolation (OECD, 2005). Financial literacy events are, thus, deﬁned by
the ambition of including people in a social setting of ﬁnancial norms.
The Swedish programme was initiated by surveying 1000 households on two occasions, 20073 (Finansinspektionen,
2007) and 20094 (Finansinspektionen, 2009). The criteria used in the surveys correspond to Remund’s (2010) deﬁnition of
ﬁnancial literacy as competence in managing money. The survey measured this competence implicitly, indicating an
autonomous ﬁnancial literacy norm against which all people might be objectively compared and evaluated. Because the
questionnaires were developed to measure people’s attitudes towards their own ﬁnancial affairs, it allowed for the
identiﬁcation of archetypes, such as ‘‘the spender’’ or ‘‘the typical less-informed person’’ (Finansinspektionen, 2007, pp. 8–

2
Several national ﬁnancial education programmes have been launched internationally. For detailed country information, see the OECD website http://
www.ﬁnancial-education.org (8 August 2012).
3
The survey was conducted by the Financial Supervisory Authority.
4
The survey was commissioned by the Financial Supervisory Authority and executed by the private contractor Svenskt Kvalitetsindex and EDB Business
Partner.
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37). The construction of these categories indirectly helped to further clarify the meaning of ‘‘ﬁnancially literate’’, although by
delineating what it not rather than what it is.
In 2010,5 a third survey was carried out to measure the population’s mastery of numbers and ﬁnancial concepts. The
survey executors acknowledged that numeracy and ﬁnancial literacy are difﬁcult to differentiate. Even so, it was concluded
that ﬁnancial literacy, understood as a knowledge-based resource involving ‘‘familiarity with ﬁnancial concepts and
products’’, is determined and supported by the individual’s level of numeracy, referring to a skill-based cognitive ability ‘‘to
process numerical information and perform simple calculations’’ (Almenberg and Widmark, 2011, p. 2, 7). Accordingly, it
was suggested that ﬁnancial illiteracy could be indirectly alleviated by raising the level of numeracy (Almenberg and
Widmark, 2011). Moreover, when market participation was evaluated based on these two measures, the ﬁndings resulted in
the identiﬁcation of yet another autonomous relationship. The authors found that increased numerical capability leads to
increased ﬁnancial literacy, which in turn leads to increased activity in the stock markets (ibid.) – all resonating with the
‘‘literacy-comes-ﬁrst argument’’ (Rogers, 2001).
The Swedish surveys were based on measures from similar international surveys (cf. Banks and Oldﬁeld, 2007; Lusardi
and Mitchell, 2007, 2006) indicating that ﬁnancial literacy is seen as a non-situated issue. The Swedish surveys found,
consistent with their international counterparts, that many adults struggle with basic calculations and lack an
understanding of elementary ﬁnancial concepts. It is noteworthy that it was considered normal and consistent with
expectations to ﬁnd that older people performed below average. This conclusion implies that not only can we expect
ﬁnancial literacy to change over a life span but also that this change is acceptable. The ﬁnancial illiteracy among young
people is spelled out as particularly worrying, however. Furthermore, the illiteracy found in this group also held
consequences for how to direct the literacy initiative:
The results should be used for preventive efforts aimed to improve ﬁnancial ability where it has been shown weak. By
replicating the survey on a regular basis, e.g., annually, the effect of these efforts can be measured. (Finansinspektionen,
2007, p. 2).
As a result of the link between numeracy and ﬁnancial literacy outlined above, ﬁnancial illiteracy became a problem that
could be identiﬁed, directly acted upon, and solved. Consequently, the conducted surveys were concerned with identifying the
deviant areas where ﬁnancial capabilities were absent and with characterising these absences as symptoms of a ﬁnancial
illiteracy problem that needs to be solved. Because the ﬁnancial illiteracy problem was outlined as originating from deﬁcient
individual abilities, developing these skills follows naturally as a solution. In the autonomous model outlined in the third survey
(Almenberg and Widmark, 2011), an increased level of numeracy would the level of interest that people take in ﬁnancial issues.
From the surveys, it was established that ﬁnancial illiteracy among the younger generation was especially worrying, so
three public authorities6 decided to go on a high-school tour in 2008. The tour’s goal was to get young people to reﬂect upon
their ﬁnancial choices as a way to empower these students to make wise decisions in the future (Finansinspektionen et al.,
2008). At the schools, the tour representatives introduced a teaching package that described the issues to think about when
starting up a life for oneself. The reasons for the poor survey performance of these young people were discussed during an
interview with one of the tour organisers:
I think it’s not just a matter of economy. You have to see the bigger picture here. (. . .) It’s not just a matter of money.
Apart from the money, there are loads of other mechanisms contributing to a higher consumption pressure which in
turn has effects on the budget, which in turn might put you in a position of over-consumption.
According to the organisers, ﬁnancial education directed towards students cannot, initially, be about ﬁnancial products or
setting up budgets. The organisers concluded that rather than introducing high-school students to stocks and bonds or
showing them how to work out interest rates, the ﬁnancial education of young people should primarily be concerned with
their attitudes towards money. Hence, a generic skill-based competency was contested and became, instead, re-deﬁned into
a concern for their every-day practice. This decision corresponds to the NLS argument that, in contrast with the autonomous
model of ﬁnancial literacy where the deﬁnition dictates the terms for the reader, the situated model considers the social
setting to determine how that same deﬁnition should be practised (Street, 2001). As a corollary, ﬁnancial literacy is
dependent on the particular setting, and, in the following, two examples illustrate how literacy practices were translated into
the classroom.
A central exercise at the schools asked the students to participate in ‘‘value exercises’’. Value exercises are scenarios
where the students are confronted with ethical dilemmas that are potentially related to their own lives. In one such scenario,
the students encountered a hypothetical situation where there is a festival that they want to attend that they cannot afford.
Students are then asked to choose one of three options:
(a) stay at home,
(b) borrow money from their parents or take a small credit loan, or
(c) work at the festival for free.

5
6

The survey was commissioned by the Financial Supervisory Authority and executed by the private contractor Svenskt Kvalitetsindex.
The FSA, the EA and the CA.
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According to the organisers, the purpose of this exercise was not to tell students how to make the ‘‘right’’ decision but to
force them to reﬂect on how they individually reach ﬁnancial decisions, giving them an opportunity to examine the pros and
cons that these decisions entail. The point made is that turning students into ﬁnancially literate citizens always begins with
an awareness of how they choose to relate to themselves and their current ﬁnancial situation. Moreover, in the teaching kit
handed out to the teachers, a publication called ‘‘If. . . I had only known’’ was included. This information folder is co-produced
by the Swedish Tax Authority and forms part of a campaign that tries to affect the problem of payment defaults among young
people. The information in this folder includes a series of questions formulated as idioms or metaphors that have many
possible answers:
 What happens when you’re in debt up to your ears but with no money to pay?
 Does advertising create indebted people?
The folder aims to initiate a self-dialogue that recognises the ﬁnancial issues at stake. As a side product to the folder, a rapsong was also produced.7 Consistent with the NLS arguments (e.g., Street, 1997), ﬁnancial literacy extends beyond the
written domain and therefore efforts aimed at affecting ﬁnancial literacy include various mediating tools and practices. This
ﬁnancial education model is organised around practices that enable ﬁnancially illiterate youth to reﬂect on the ﬁnancial
issues that are found in their own domain. This detour connects popular culture with the ﬁnancial issues that occur in the
context of a young person’s life. The situated model of ﬁnancial literacy, i.e., the model that was used in practice in the highschool tour, is not characterised by developing numerical skills or by teaching ﬁnancial vocabulary (in its narrow sense).
Rather, this ﬁnancial literacy endeavour asks the participants to reﬂect on their role in society and to consider the necessity
of a practice in which ﬁnancial competence is a given.
On the one hand, the autonomous model is used to identify ﬁnancial illiteracy because a norm of literacy enables the
deviations to be spotted. Deviations from this norm can then be used by the regulatory agencies to pinpoint the ﬁnancially
illiterate groups in society and to justify efforts to remedy the ﬁnancial shortcomings among those groups. On the other
hand, when efforts are made to overcome ﬁnancial illiteracy for a certain strata of society, these efforts are adjusted to a
highly speciﬁc notion of ﬁnancial literacy; hence, they represent a type of situated model of ﬁnancial literacy.
4.2. Financial literacy from an audit committee perspective
The prominence of the audit committee has changed over the years. The early demands of the AC were limited, and it was
not until the mid-1980s that the AC began to be given responsibilities that extended beyond their relationship with the
auditor (Verschoor, 2008). The demands on the AC have been generated by a mix of laws, banking crises and initiatives from
other stakeholders (ibid.). In a comment regarding the lack of competence at Worldcom, Micklethwait (2006) ﬁnds that ‘‘of
its four members, only two had formal ﬁnancial training’’ (p. 71), implying that with training, the AC’s decisions would have
been better aligned with the public interest.
Financial literacy became a regulatory concern with the Blue Ribbon Committee report (Blue Ribbon Committee, 1999)
that recommended that every public company should have an AC comprising at least three ﬁnancially literate members.8
The committee deﬁned ﬁnancial literacy as ‘‘the ability to read and understand fundamental ﬁnancial statements, including
a company’s balance sheet, income statement, and cash ﬂow statement’’ (ibid., chapter 3). Interestingly, the report
distinguished between being ‘‘ﬁnancially literate’’ and being an ‘‘expert’’. In the report (ibid.) they suggest that an AC should
be ‘‘comprised of a minimum of three directors, each of whom is ﬁnancially literate. . . and further . . . at least one member of
the audit committee [should] have accounting or related ﬁnancial management expertise.’’ Thus, ﬁnancial literacy varies not
only within the board (AC vs. the rest of the board), but it also varies within the AC (expert vs. ﬁnancially literate).
Unlike the Blue Ribbon report, the EU’s 8th Directive did not demand three ﬁnancially literate members of the AC but only
one. In response to the proposed law, the consultation bodies raised several problematic aspects. Most speciﬁcally, the
demand that one AC member have competence in accounting and auditing spurred the question ‘How can we recognise this
competence?’ In contrast to the Blue Ribbon report, the Directive did not qualify the term ﬁnancial literacy. In Sweden, the
critique from the Swedish Board of Corporate Governance forced the government to clarify the term ﬁnancial literacy:
. . .the . . . requirement must be determined in light of the circumstances of the individual company. . . . There are no demands
for formal education in accounting or auditing. Instead, the understanding of such issues can come with the experience of
senior management. This must be decided on a case-by-case basis. If a person, for example, has held a position as CEO, with
responsibilities for accounting and ﬁnancial management associated with this mission, this should be adequate experience to
meet the requirement of the necessary accounting skills (Govt. 2008/09: 135, p. 155).
In effect, to be ﬁnancially literate in an AC setting, the person could have practised ﬁnancial competence in other contexts.
This deﬁnition implies that this competence can only be gained outside of the AC. That is, a member of the AC who is not
considered to be ﬁnancially literate cannot become literate by serving on the AC. Here, the autonomous model of ﬁnancial

7
8

The rap-song is available at http://www.youtube.com/user/iffe23#p/a/u/2/5jAcRBxNAeY (15 July 2011).
The report had an impact, and in 1999, the NYSE added ﬁnancial literacy to its listing requirements.
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literacy implies that literacy is equated with outside experience. The practical implication is that to act upon the level of
literacy, the board can only become more literate by recruiting new board members.
Our interviews revealed that one desired competence of a non-executive director was prior experience as a CEO. The
board members argue that without such experience, one cannot ‘‘see through the accounts’’:
Since I have been a CEO for such a long time . . . I know how the CEO may present the performance so that the reports show
what is expected. Sometimes a CEO might be tempted to avoiding highlighting problems.
Hence, the implication is that ﬁnancial literacy in the AC is the ability to read what is not there, i.e., to read between the
lines. A ﬁnancially literate person is a person who has the capability to contextualise the ﬁnancial report. Thus, one needs to
be able to understand the author of the reports, which, in turn, means that the reader of the ﬁnancial report expects the
author to have the ability to whitewash these ﬁnancial texts. Lurking behind such a statement is an ideology of self-interest
in which the CEO will, if needed and if possible, use the AC’s ﬁnancial illiteracy to obtain beneﬁts. At the same time, if the
readers think like the author, the AC might too easily accept the dominant ﬁnancial discourse. One interviewee without
ﬁnancial expertise (but with an academic degree in social science) framed his lack of speciﬁc ﬁnancial expertise as an
advantage:
When I am asked about my academic degrees . . . I always say that it has given me conﬁdence to ask stupid questions. And, as
we all know, these are often the ones that lead us forwards.
This quote illustrates that it is possible to be too literate, according to an autonomous deﬁnition, and that ignorance may
indeed be warranted. Another of our respondents, resonating with a respondent in Gendron and Bédard’s (2006) study,
questioned the direct relationship between ﬁnancial literacy and qualiﬁed decisions:
My competitive advantage is that I can pose the stupid questions that are needed to see through the technological jargon that
sometimes characterises board work.
Even though a recent review of AC effectiveness indicates that the measures of ﬁnancial expertise have a positive
association with AC effectiveness (Bédard and Gendron, 2010), this association has not been established for ﬁnancial literacy,
arguably because it has not been widely used as a proxy for AC effectiveness. Rather, and as indicated by the two quotes
above, the assumption that a high level of ﬁnancial literacy equals effective governance should not be taken for granted. As
discussed in the prior literature on ACs, a structural characteristic of an AC such as having a non-executive director who is
ﬁnancially literate is not necessarily related to improved control or to the AC’s effectiveness (see, e.g., Gendron and Bédard,
2006; Turley and Zaman, 2007).
The analysis the meaning of literacy in an AC introduces a challenge for the autonomous view. First, because the deﬁnition
of ﬁnancial literacy is in ﬂux, it is difﬁcult to discover who is literate. Second, because experience is at the core of as the
deﬁnition of ﬁnancial literacy in the AC and because experience cannot be taught, the ﬁnancially illiterate remain illiterate.
Third, there is an acknowledged risk that the AC may become too ﬁnancially literate (sic!) and that this state might impede
both control and creativity. A plausible explanation to the advent of these challenges is that while ﬁnancial literacy is a
rhetorical strategy in our ﬁrst case, functioning as a means to initiate a programme, it needs to be practicably operationalised
in the context of a committee.
5. Concluding discussion
The distinct ways in which ﬁnancialisation (Epstein, 2005) is said to be manifested in society has emerged in the prior
literature as an effect of the societal level from which it is studied. On the global level, for example, ﬁnancialisation relates to
issues such as ﬁnancial innovations on the capital market (McSweeney, 2009). In a similar vein, the national level is central to
Belfrage’s (2008) analysis of how states manage new pension systems. Furthermore, ﬁnancialisation has been studied and
connected to internal corporate strategies and management orientation (Andersson et al., 2010; Gleadle and Haslam, 2010;
Lazonick and O’Sullivan, 2000). In addition, the individual level has been central in studies of how individuals manage and
are affected by their private investments, pensions, mortgages, and credit card expenditures, etc. (e.g., Greenﬁeld and
Williams, 2007; Langley, 2007, 2008; Martin, 2002). However, this paper argues that the prior studies have overlooked the
relationship between ﬁnancial literacy and ﬁnancialisation, i.e., how the framing of ﬁnancial literacy, irrespective of the
societal level, bears on how ﬁnancialisation is understood and practised. The beneﬁt of analysing ﬁnancial literacy is that it is
required at multiple levels of society and as such offers an empirical opportunity to detail the different ways in which it
enables the inﬂuence of the capital market to shape local practices. In the following, three ﬁndings are highlighted regarding
how ﬁnancial literacy unfolds and is conﬁgured.
First, by illustrating two separate approaches to ﬁnancial literacy, i.e., the ﬁnancial education case and the regulation of
the audit committee, this paper demonstrates that ﬁnancial literacy is by no means a stable concept that is drawn upon in
one particular setting for one particular purpose. The ﬁnding that ﬁnancial (il)literacy is mobilised in different situations
implies that the concept is both stable, transportable and elastic, harbouring several understandings and areas of application.
More speciﬁcally, this paper has demonstrated that ﬁnancial literacy is seen either as (1) an individual capability that can be
acted upon in relation to experience, vocabulary and skills (the autonomous model), or (2) a socially situated issue where
ﬁnancial literacy in itself must always be debated (the situated model).
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Table 1
Summary of ﬁndings.
When the problem is deﬁned as

. . .efforts entail

. . .which is characterised by

. . .and is illustrated in the case of

Absent literacy
Present literacy

Literacy construction
Literacy recognition

Inclusion of actors
Exclusion of actors

Survey/high-school tour
Audit committees

Second, the paper shows that the deﬁnition of ﬁnancial literacy unfolds in a fundamentally different manner in the
empirical cases. In the surveys, the deﬁnition of ﬁnancial literacy is presented as a non-controversial problem in which the
solutions are set and agreed upon. As a result, the autonomous model drives the actors to identify deviations from a skillbased literacy norm, i.e., pointing out areas where ﬁnancial literacy is absent. In the AC case, the process of unfolding ﬁnancial
literacy is the reverse. Here ﬁnancial literacy is referred to as a something that is indeed present but is more porous in
character. The ﬁnancial literacy of an AC member is not conﬁgured by identifying what is lacking or deviating from a norm. In
other words, whereas the surveys framed the problem as a question of spotting ﬁnancial illiteracy, the regulation of the audit
committees approached it as being a matter of differentiating levels of literacy. This paper argues, and perhaps in contrast
with New Literacy Studies, that the autonomous model is of paramount signiﬁcance as a way to introduce the problems of
ﬁnancial literacy. To mobilise resources to solve a problem, one initially needs to start out from an autonomous deﬁnition of
the problem that reﬂects an overarching problematisation.
Third, whether a phenomenon is framed either as something that is there (albeit not explicitly speciﬁed) or as
something that is not there entails different consequences in terms of solutions. The ﬁndings show that the measures in the
audit committee case, on the one hand, are directed towards specifying criteria so that ﬁnancial literacy can be identiﬁed.
This clear identiﬁcation, in turn, would make it possible to exclude some actors by disqualifying them from serving as AC
members. Although some of our respondents were not altogether convinced of the fruitfulness of this exclusion, the
regulations suggest that the demands for ﬁnancial literacy in this context might not be in the public interest. In the highschool tour, however, the ambition is to include young people in society. The problem of exclusion is stabilised through the
autonomous model of ﬁnancial literacy, which deﬁnes it as a societal problem. However, the efforts to remedy this problem
are framed as an invitation in which the high-school students are asked to reﬂect on issues related to ﬁnancial literacy and
not to the deﬁnitions suggested by the autonomous model that appears in the surveys. The explicit argument for ﬁnancial
education in general and the high-school tour in particular is to promote and foster literacy wherever it is absent, with a
goal of including the illiterates in society and helping them to become the full-ﬂedged citizens that society needs. Hence,
whereas the AC case is concerned with how ﬁnancial literacy is recognised, the latter is preoccupied with how it should be
constructed.
In Table 1, the paper’s ﬁndings are summarised according to the line of argument outlined above.
This paper is an attempt to problematise the previous research on ﬁnancial literacy and offers an alternative
viewpoint to understand its deﬁnition(s) and practices. In contrast to the dominant approach of viewing ﬁnancial
literacy as a phenomenon that can be acted upon and solved by means of technical skills, this paper draws on the
insights of the New Literacy Studies to emphasise the situated conditions of how to understand ﬁnancial literacy and
the various ways in which it unfolds. Studies on ﬁnancialisation acknowledge that accounting and ﬁnance are ever
present and are to be found in places outside of the conventional idea of the organisation (Neu and Graham, 2006). This
paper contributes to this (limited) research by investigating how ﬁnancial literacy is formulated in different social
settings.
Although this study is framed in the ﬁnancial literacy/ﬁnancialisation discourse, it also sets the stage for further research
into how ﬁnancial literacy interplays with the consumption of accounting information. The effects of accountingisation, for
example on non-accountants (see e.g., Kurunmäki, 2004), have been problematised. However, accounting information is
typically viewed either as being appropriated or dismissed rather than as being selectively made sense of. Both empirical
cases show that ﬁnancial literacy is a capacity that can always be contested and does not always ‘‘come ﬁrst’’ (Rogers, 2001).
More to the point, rather than presupposing that actors have a reasonable knowledge of business and economic activities,
that they review and analyse information with diligence (IASB, 2010) and that they can be conﬁgured as rational economic
decision makers (Young, 2006), accounting research might beneﬁt from investigations into the interplay between skills and
context and how accounting literacy is constructed and recognised to include and exclude actors from speaking and reading
‘Accountish’. This study shows that for most consumers of ﬁnancial information, accounting is, if anything, a second
language. This perspective, we argue, opens up a possible venue of research that extends beyond the studies of how accounts
are produced to study the ways in which accounts are (not) consumed.
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