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National Association of Insurance Commissioners (NAIC)
Special (EX) Committee on Race and Insurance — Life Workstream
Endorsement of Financial Literacy Courses in High Schools

THIS DOCUMENT recommends that state insurance departments engage with state financial regulators,
state departments of education, and state legislators to promote a student’s completion of stand-alone
financial literacy and personal finance coursework as a prerequisite for high school graduation that
includes an insurance component. This policy endorsement begins with the premise that a basic financial
education, including one that introduces insurance types and concepts, is fundamental to an individual’s
future financial success. State insurance regulators are uniquely positioned to offer expertise in
identifying key insurance concepts and skills to be included in the curriculum of a mandated course. We
encourage insurance regulators to partner with those who have experience and expertise developing
curriculum and teaching high school students to identify or create curriculum that includes insurance
content for a mandated course. Insurance regulators can also offer their expertise to serve as resources
for teachers as they prepare to deliver insurance-related content, including partnering with those
designing and delivering teacher training.

Insurance regulators should play a key role in advancing conversations surrounding the need for financial
literacy courses in our high schools, as financial education and individual financial circumstances may
impact both insurability and cost of all insurance products, including life insurance. Further,
comprehensive financial education for all students is expected to contribute to successfully addressing
financial disparities among historically underrepresented groups.

FINANCIAL FUTURES BEGIN EARLY

It is never too early to begin teaching our youngest generations about financial responsibility, as these
lessons can last a lifetime. While that education can start at home, according to T. Rowe Price, 57 percent
of parents have some reluctance about discussing financial matters with their kids and 37 percent do not
like to talk to their children about money, making classroom-provided education all the more important.
In addition, foster children, a population that is overrepresented by African-American children?, have
been found to experience financial capability challenges, especially when transitioning out of the foster
care system and into adulthood.?

For too many children, the only financial education available to them may be the one offered (hopefully
required) through their school curriculums. And because many graduating high schoolers? will go directly
into the workforce?, it is important that financial education and skills are developed before graduation

1 According the to Annie E. Casey Foundation, while black children represented 21 percent of the total child
population in 2021, they represented 22 percent of all kids in foster care.

2 Study Finds Foster Youth Lack Critical Financial Skills. March 24, 2021. Washington State University.

3 According to the National Center for Education Statistics, in school year 2019-2020, the U.S. average adjusted
cohort graduation rate (ACGR) for public high school students was 87 percent, with varying rates among
demographic populations: Asian/Pacific Islander (93 percent), White (90 percent), Hispanic (83 percent), Black (81
percent), and American Indian/Alaska Native (75 percent).

4 According to the National Center for Education Statistics, in 2021, about 62 percent of people who completed high
school or earned a GED certificate immediately enrolled in college. Asian/Pacific Islander students had the highest
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to provide individuals with the best opportunity to achieve financial success.

STATE STATUTORY ENVIRONMENT

In recent years, states have focused on the importance of bringing financial literacy to high school
classrooms. According to the Center for Financial Literacy at Champlain College, 7 states required high
school graduates in the Class of 2023 to have taken a personal finance course before graduation with
that number growing to 25 states for the Class of 2028. That still leaves students in half the country
without state-required access to a basic financial education and provides an opportunity for state
insurance and financial regulators to work with legislators to enact meaningful policy solutions.

FINANCIAL LITERACY IN SCHOOLS THROUGH AN EQUITY LENS

A state mandate is necessary to provide all graduating high schoolers with a similar baseline
understanding of personal finance and will help to address inequities in access to financial education.
According to research commissioned by Next Gen Personal Finance, in states that do not mandate a
personal finance course as a graduation requirement (leaving such decisions up to local school district
control), predominantly-minority high schools have only a 7 percent chance of being locally required to
take such a course, while predominantly-white high schools are more than twice as likely to have such a
local graduation requirement (14.2 percent).

FINANCIAL LITERACY AND INSURANCE

A comprehensive financial curriculum should focus on an understanding of the fundamentals of
insurance, such as risk pooling, cost sharing, underwriting and premiums. A curriculum also should
include exposure to insurances more likely to resonate with high school students, as well as include an
introduction to the largest personal lines insurance coverages (auto, homeowners, health, and life) to
prepare students for decisions that they face soon after graduation. Not only will personal finance
coursework better prepare individuals for insurance decisions and transactions, but it may also improve
their access to affordable insurance for the next several years of their lives or longer. It is particularly
important for younger individuals to understand the difference between whole and term life insurance
so that they may make informed decisions about which product to buy and the best time to purchase,
including the benefits of accumulating cash value. Further, research consistently finds that requiring
financial education in high school increases credit scores, particularly through reducing the likelihood of
credit delinquencies. As the use of credit and insurance scores is generally not a prohibited underwriting
factor across the country, increased credit scores resulting from high school financial education could
have the inadvertent effect of reducing premium prices that consumers will pay for insurance products
well into their financial futures®.

ACGR (93 percent), followed by White (89 percent), Hispanic (82 percent), Black (80 percent), and American
Indian/Alaska Native (74 percent) students.

5 The use of credit scores in underwriting personal lines insurance policies is controversial and this endorsement of
required financial literacy coursework in high schools is NOT an endorsement of the use of credit or insurance
scores in underwriting insurance policies.
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