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1 INTRODUCTION

The document presents the results of the analysis of the Money Master’s Financial Literacy
Survey. The financial literacy assessment was undertaken by 200 youngsters between 12 and
18 years old at Schools and Universities in Turkey, Portugal, Lithuania, Austria and Spain (40 in
each)’. This particular group, in transition from childhood to adulthood, is a key target for
financial education as they go from financial and economic dependency to independence and
will be called soon to take on new responsibilities to get access to financial services including

credit, savings and insurances.

Table 1: Surveyed Youngsters for Financial Literacy Assessment in Money Master Project

Surveyed Youngsters for Financial Literacy Assessment in Money Master Project

oney
aster

12-15 Years Old Youngsters

Spain 20
Portugal 20
Lithuania 20

20
20

The Questionnaire was based on an adaptation of the OECD Financial Literacy Questionnaire

16-18 Years Old Youngsters

20

20

20

20

20

Total

40

40

40

40

40

developed by the International Network in Financial Education (INFE)’> and uses on a

comprehensive definition of financial literacy according to the objectives of the Money Master
project: & | Qrath6d of awareness, knowledge, skdllattitudes and behavioursnecessary
G2 YF1S &a2dzyR FAYIFYyOALl f

' The sample was representative by age: 100 questionnaires for youngsters between 12 and 15 years

old, and 100 questionnaires for youngsters between 16 and 18 years old.

RSOAAAZ2Y A

FyYR dzf GAYF (St

? This guestionnaire was designed from 18 existing surveys on financial literacy from 16 countries that

represent international good practice in financial literacy measurement. Thus, it was thought to be

applied across different countries and diverse populations within countries.
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Core questions within the survey cover knowledge, behaviours and attitudes relating to
various aspects of financial literacy. The questions were chosen to measure the financial
literacy of youngsters between 12 and 18 years old, so they cover a range of financial topics
and to vary in difficulty, although no one of them is excessively complex and none of them
requires expert knowledge:

1 Money management.
I Short and long term financial plans.
I Financial product choice.

The questionnaires were based on personal interviews, undertaken by telephone or face to
face. It was translated to the different language versions of each country and adapted to their
particular circumstances, modifying some contextual information and specifying concrete
examples in some questions. Moreover, translated and adapted questions to the particular
contexts of the interviewers were tested in a few individuals before undertaking the survey.

z

The survey analysis presented belowisy 2 i AYUiSYyRSR (2 6S NBLINBaSyidl
population of the partners” countries, but to complement the information about the financial

literacy gaps collected through desk research and case studies analysis. Finally, data analysis

was based on frequency analysis as well as cross-tabulations of specific variables with age.

In the next section, main evidences in the financial literacy assessment in youngsters between
12 and 18 years old found in the literature are presented. The third section provides the main
results of the survey analysis in three areas: financial knowledge, financial behaviour and
financial attitudes. The fourth section collects the key findings that should be taken into
account when approaching the design of the serious game for financial skills” development in
formal and informal learning contexts. Finally, main conclusions of the analysis are described.
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2 FINANCIAL LITERACY GAPS IN YOUNGSTERS. MAIN FINDINGS
IN THE LITERATURE

Before presenting the analysis of the financial literacy’s level of the surveyed youngsters in the
framework of Money Master project, it is very useful to know what the most important results
of other international surveys undertaken in Schools and Universities are. As the main focus of
the analysis is youngsters, the remainder of this section will present findings related to the
level of financial literacy in this group and the age’s correlates of this skill.

The comparable surveys find that financial literacy is low everywhere, though still lower in low-
income countries and that it follows an inverted-U shape with respect to age (Xue and Zia,
2012).

In general, the literature gives young people low levels of financial literacy and ability to
manage their own finances. Lusardi et al. (2009) find that less than a third of American
teenagers (ages 12-17) possess basic knowledge of interest rates, inflation, and risk
diversification. Women, African-Americans and Hispanics, and those with lower educational
attainment are associated with lower levels of financial literacy. Other studies even show
evidences that youth financial literacy has been declining since the late 1990s (Xue and Zia,
2012). These authors collect various factors that may account for different levels of financial
literacy among youths:

I Labour experience: youngsters working 10-20 hours a week, having a savings account
and plans to pursue post-secondary education are associated with high levels of
financial literacy for high school students.

f Knowledge area: business majors are more knowledgeable than non-business majors
and within business majors; finance/accounting majors are most knowledgeable.

1 Gender: female college students have been shown to have less knowledge and
willingness to learn about personal finance topics than do male college students.

I Access to financial information: older youths (aged 20-24) have more access to
financial information than younger youths (aged 15-19), make greater use of financial
services, and are more likely to be the sole financial decision makers in their
household. Female and low income youth are also less likely to have access to banking
services.

The next table 2 presents the characteristics of the surveys and the samples as well as the
results of main studies developed in Australia and EE.UU:
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Table 2: Selected Financial Literacy Surveys Results in Youngsters

SURVEY SAMPLE KEY FINDINGS

Commonwealth Bank Foundation’s 2005 AFLA was undertaken by 43.236 students, at 479 - Males and females performed equally.
Australian Financial Literacy Assessment schools around Australia, representing almost - 80% of students could understand pricing strategies.
(AFLA) 20% of all Australian secondary schools. - Around 50% of all respondents could not interpret a bank statement.

- Some 45% to 55% of students failed to understand credit card and other forms of
charges like surcharges.

- Around half the students did not understand motor vehicle insurance.

- 30% could not calculate best value when shopping.

- Some 15% to 20% of students could not calculate how to withdraw required sums of
money from an ATM.

- Between 20% and 30% of all students do not recognise indications of Internet fraud.

Students aged between 14 and 16 who are on the
verge of financial independence and will soon be
eligible to learn to drive and have access to credit.

Study of the financial literacy among 837 first year students of all faculties (disciplines) - Around 50% of respondents could not differentiate between simple and compound

Australian University Students (2003) of the University of Southern Queensland in interest.

- Only around 27% of respondents appeared to understand the method for affecting bank
reconciliation.

- Around 40% of students were not able to identify correctly how the price of Australian
currency in US dollars is set and the relationship between fixed and variable interest
rates for housing loans.

- Only 30% of respondents were able to indicate the correct method of subtracting
cheques from the apparent balance on the statement to achieve the actual balance.

- Only 20% of the respondents understood the nature of term life insurance.

USA National Longitudinal Survey of The analysis sample included 7.417 respondents. - 79% of respondents answered the interest rate question correctly, only 54% answered

Youth (1997) 3 questions about interest rate, inflation and risk the inflation question correctly, and 15% responded that they did not know the answer
diversification (Lusardi et al, 2009). to inflation question.

- Only 47% answered the risk diversification question correctly, and 37% responded that
they did not know the answer.

- Moreover, only 27% of respondents answered all three questions correctly, and only
about 46% got the first two questions right.

- Less than a third of American teenagers (age 12-17) possess basic knowledge of interest

rates, inflation, and risk diversification.

Australia

Most of the students aged 18 years old.

Youth population aged 12 to 17.

Source: own elaboration
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3 ANALYSIS OF RESULTS

3.1 FINANCIAL KNOWLEDGE

A financial literacy youngster will have basic knowledge of key financial concepts. The
guestionnaire includes 23 questions to test levels of knowledge in each country. The questions
have been chosen to cover a range of financial topics and to vary in difficulty, although no
one of them is excessively complex and none of them requires expert knowledge:

Knowledge of diverse financial products.
Division.

Inflation.

Interest and composed interest.
Diversification.

Risk and return.

Definition of inflation.

= =4 -4 4 -4 —a - -2

Insurance.

a) Knowledge of financial products

The Money Master questionnaire tests the knowledge of diverse financial products (pension
fund, investment account, unsecured bank loan, credit card, current account, saving account,
microfinance loan, insurance, stocks and shares, bonds, mobile phone payment account,
prepaid payment account, income tax and unemployed subsidy) by the youngsters” population
in each country.

As an average, represented countries have more than 70% of their respondents who have
heard of at least 8 types of financial products. The highest rate of correct answers is for “credit
card” (100%), “insurance” (95%) and “mobile phone payment account” (85,5%). Surveyed
youngsters in the five countries show a lower level of knowledge of loans - “unsecured bank
loan” (30%) and “microfinance loan” (22%) - and “bonds” (54%).

The levels of knowledge in each type of financial product vary between countries. As average,
Portuguese respondents show a higher level of financial knowledge (80% of correct answers),
followed by Spanish and Austrian (71% of correct response both of them). By type of financial
product, it is remarkable that no surveyed respondent unknown what a “credit card” is (100%
rate of correct response). The particular concern is the low level of Austrian respondents
between 12 and 15 years old who have heard of “mortgage” (30%) in comparison with the
youngsters of the rest of countries in the analysis (between 75% and 100%). This is also the
case in the knowledge of an “unsecured bank account”, where Austrian respondents between
12 and 15 years old score around 20% points lower than the rest. Also, the Spanish youngsters
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between 12 and 15 years old show a worrying low level of knowledge of “income tax” (40%)
and “unemployment subsidy’s” (30%) financial products in comparison with the rest of
respondents. Older Spanish respondents also have a low rate of correct response in the case of
“bonds™ (20%) financial product respect to youngsters in other countries.

According to the age, the most marked differences in the financial knowledge of 12-15 years
old and 16-18 years old youngsters are found in the cases of “income tax”, “unemployment
subsidy” and “mortgage”. Thus, as average in all represented countries, the rate of correct
answers in the 16-18 years old group is 18% points higher in “income tax”, 16% in

“unemployment subsidy” and 14% in “mortgage”.

Figure 1.

Knowledge of financial products by country
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b) Other financial knowledge questions

Respect to the other financial knowledge aspects raised in the Money Master questionnaire
(division, inflation, simple and composed interest, diversification, risk and return, definition of
inflation and insurance), as average, more than 70% of the surveyed youngsters in all countries
answer correctly to at least 5 of the questions. Youngsters demonstrate a higher level of
knowledge in the calculations of “division” (99%) and “simple interest” (86%) as well as in the
“definition of the insurance term” (91%). On the contrary a large proportion of respondents
that don’t know what “inflation” is (55%) and how it is calculated it in a real situation (65%)
can be identified.

According to the differences between countries, Portugal (80%) and Austria (71%) present a
higher proportion of youngsters answering correctly to the above financial knowledge
questions followed by Turkey (68%), Spain (68%) and Lithuania (64%). It is remarkable that all
the Spanish respondents ignore what inflation is and how is calculated. Moreover, only 40% of
the Portuguese youngsters were able to apply their knowledge to calculate composed interest.

The levels of financial knowledge also vary depending of the age of the respondents. The
higher differences are found in the case of the “inflation calculation”, the “inflation definition”
and the “money diversification”, where the rate of correct response is 38%, 37% and 15%
points higher in youngsters between 16 and 18 years old respect to those between 12 and 15
respectively.

Figure 2. Correct response to financial knowledge questions by country
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3.2 FINANCIAL BEHAVIOUR

The way in which a youngster behaves will have a significant impact of their financial
wellbeing. It is therefore important to capture evidence of behaviour within the financial
literacy measure. The questionnaire does this by asking a variety of questions (3) in different
(but easy) styles, to find out about behaviours such as thinking before making a purchase,
saving money, etc.

I Carefully considers purchases.
I Financial product choice based on comparisons of different options.
I Keep watch on personal financial affairs.

As average, more than the 80% of the surveyed youngsters agree with financial behaviours
such as: “carefully consider purchases before buying something” (86%), “compare different
option before making a buying decision” (85%) and “keep close personal watch on their
financial affairs” (91%). Youngsters in all countries consider especially important to take care
personally of their economic issues (91%).

By country, Lithuanian youngsters are less prone to compare different options (65%) or to
evaluate their economic situation (60%) before buying something than the rest. Portuguese
are more reluctant to take keep watch of their incomes and expenses.

Generally, youngsters between 16 and 18 years old show more responsible financial
behaviours than respondents between 12 and 15. This difference is more remarkable when it
is about consider different options before buying a product (where older youngsters present
an 11% points higher rate of agreement than the rest).

Wl ifelong ASSESSMENT ON FINANCIAL LITERACY| 10
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Figure 3.

Positive financial behaviours by country
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3.3 FINANCIAL ATTITUDES

Attitudes and preferences are considered to be an important element of financial literacy. If
youngsters have a rather negative attitude towards saving for their future, for example, it is

argued that they will be less inclined to undertake such behaviour. Similarly, if they prefer to
prioritise short-term wants then they are unlikely to provide themselves with emergency
savings or to make longer term financial plans. The questionnaire includes 3 attitude
statements to gauge youngsters’ attitudes toward money and planning for the future.

- Lifelong
Learning
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I More satisfying to spend than save money for the medium-long term.
I Tend to live for today and let tomorrow take care of itself.
T Money is to be spent.

In general, the proportion of youngsters having more negative attitudes towards finances
reflected in statements such as “more satisfaction spending than saving” (46%), “living for
today without taking care of the future” (52%) and “money is there to be spent” (63%) is quite
high, although it does not overcome the 70% of surveyed respondents in all the analysed
countries. Of particular concern is that more than 60% of the youngsters believe that money
has to be spent in the first instance, instead to be managed accordingly to the specific personal
circumstances and needs.

Portuguese and Spanish youngsters show more positive attitudes towards saving for the future
and spending money carefully than the rest. The proportion of respondents agree with the
above statements is 43% in both countries. It is remarkable than only the 25% of 12-15 years
old youngsters in Portugal finds more satisfaction spending that saving money for the medium
term. This proportion is quite lower than youngsters in other countries and even than older
Portuguese respondents. On the contrary, Lithuanian respondents represent the group more
prone to “live for today” (78%) and to “spend the money without planning” (89%).

Globally, there are not important difference in the financial attitudes by the age of the
youngsters, except in the case of the statement related with the use of the money (“money is
there to be spent”), where respondents between 12 and 15 years old score higher (70%) than
16 and 18 years old respondents (55%).

Figure 4. Financial attitudes towards the long term
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3.4 KEY FINDINGS AND CONCLUSIONS

The results of the data analysis have showed that although youngsters have heard about most
financial products included in the questionnaire, they show a lower financial knowledge when
it is required to apply the financial concepts in practice to solve real problems, especially in the
calculation of inflation and composed interest. Financial literacy improves a lot with the age,
especially in the basic knowledge of income tax, unemployment subsidy and mortgage.

Generally, youngsters present responsible conducts towards the management of the money,
and most of them affirm comparing different options and considering carefully their economic
situation before buying. Differences in the financial behaviours between older and younger
respondents are less marked, although those between 16 and 18 years old are more prone to
take care personally of their economic issues than the rest. The low level of understanding of
some basic financial concepts contrasts with attitudes more close to experience consumers.

Positive financial attitudes towards saving money for the future and spending money
responsibly are again less present in surveyed youngsters. Of particular concern is that more
than 60% of the youngsters believe that money is there to be spent, instead to be managed
accordingly to the specific personal circumstances and needs. Paradoxically, there are not
important differences by age.

In the design of the serious game for the financial skills" development, the following key
findings in the Money Master Survey should be taken into account:

I Analysis and decisions making analyses and solving financial problems together with
knowledge of inflation matters were the areas which respondents generally
answered least well. The areas of basic concepts (inflation and risk diversification),
markets and instruments (housing loans and bonds) and planning (composed interest
rates) were the worst scored.

I Financial literacy improved with the age. This suggests that people learn financial skills
through trial and error, to some degree.

Wl ifelong ASSESSMENT ON FINANCIAL LITERACY| 13
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Youngsters are proficient at organising their personal finances on a day-to-day
consumer level, although they show less inclination towards prioritize medium-long
term wants.

A deep analysis shows that in reality the students lack many of the fundamental
numeracy skills required to put the contextual financial knowledge into practice,
which reflects that they may not know how to measure the financial implications of
their consumerism and do not always understand the importance of numeracy skills
for day-to-day financial management.
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ANNEX 1: SURVEY FOR FINANCIAL LITERACY ASSESSMENT

CORE QUESTIONNARIE

FINANCIAL KNOWLEDGE

1. Please can you tell me whether you have
heard of any of these types of financial
products

1_1 A pension fund

1_2 Aninvestment account

1_3 A mortgage

1_4 An unsecured bank loan

1_5 A credit card

O
O«

Mpc ! GOdzNNByidé |

1_7 A savings account

1_8 A microfinance loan

Variable name: FL1

Values for each variable:

0 No

1 Yes

-97 Don’t know

-99 Refused

Bl Lifelong
Ml | earning
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1_9 Insurance

1_10 Stocks and shares

1_11Bonds

1_12 Mobile phone payment account

1_13 Prepaid payment account

1_14 Income Tax

1_15 Unemployment subsidy

2. Imagine that five brothers are given a gift
2F monnn e€ed® LF GKS
money equally how much does each on get?

Record response numerically: ...

a) Don’t know
b) Refused

Variable name: FL2

Correct response=200

Bl Lifelong
Ml | earning
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3. Now imagine that the brothers have to
wait for one year to get their share of the

mMmdnnn € FYR AYTFEl A
2yS &8SINRa GAYS GKS

a)More with their share of the money

Variable name: FL3

Label: brothers have to wait for one year with

inflation at x percent (fill in x with

appropriate inflation)

Correct response will generally be c

than they could today; 1
b) The same amount;
c) Less than they could buy today; 2
d) It depends on the types of things that
3
they want to buy.
e) Don’t know. 4
f) Refused.
-97
-99
n® ,2dz £t SYR Hp € U 2] Variable name:FL4
KS 3IA@Sa &2dz Hp ¢«

much interest he has paid on this loan?

Record response numerically: ...

c) Don’t know
d) Refused

Correct response=0

Bl Lifelong
Ml | earning
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5. Suppose you put 101 € Ay {2

savings account with a guaranteed interest
NI G§S 2F w2 LISNJ &St
further payments into this account and you
R2y Qi 6AUKRNY ¢ 'y e
would be in the account at the end of the
first year, once the interest payment is
made?

Record response numerically: ...

e)Don’t know
f) Refused

Variable name: FL5

Correct response=102

6. | would like to know whether you think
the following statements are true or false:

a) True

b) False

c) Don’t know
d) Refused

6_1 If someone offers you the change to
make a lot of money there is also chance that

Variables name: FL6_1, FL6_2, FL6_3

Values: for each variable

Correct response= True in each case

Bl Lifelong
Ml | earning

ASSESSMENT ON FINANCIAL LITERACY| 19




you will lose a lot of money

6_2 High inflation means that the costs of life
is increasingly rapidly

6_3 Itis less likely that you will lose all of your
money if you save it in more than one place

6_4 An insurance is something for which | pay
to cover a certain risk (health problem, car
accident, house hazards, etc.)

FINANCIAL BEHAVIOUR

7. 1 am going to read out some behaviour
statements. | would like to know how much
you agree or disagree that each of the
statements applies to you, personally.
Please, use a scale of 1 to 5, where 1 tells me
that that the
statement describes you and 5 shows that

you completely agree

you completely disagree:

7 1 Before | buy something | carefully
consider whether | can afford it
Completely agree, 2, 3, 4, completely

disagree, don’t know, refused.

7_2 | consider several products from different
companies before making the decision to buy
it

3, 4,

Completely agree, 2, completely

Variables name: FL7_1, FL7_2, FL7_3

Values: 1to 5, -97, -99

Bl Lifelong
Ml | earning
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disagree, don’t know, refused

7 3 | keep close personal watch on my
financial affairs

3, 4,
disagree, don’t know, refused

Completely agree, 2, completely

FINANCIAL ATTITUDES

8. | am going to read out some behaviour
statements. | would like to know how much
you agree or disagree that each of the
statements applies to you, personally.
Please, use a scale of 1 to 5, where 1 tells me
that you completely agree that the
statement describes you and 5 shows that

you completely disagree:

8 1 | find it more satisfying to spend than
save money for the medium-long term.

Completely agree, 2, 3, 4,
disagree, don’t know, refused

completely

8 2 | tend to live for today and let tomorrow
take care of itself.

Completely agree, 2, 3, 4, completely
disagree, don’t know, refused

8 3 Money is to be spent.

Completely agree, 2, 3, 4, completely

Variable name: FL8_1, FL8_2, FL8_3

Values: 1to 5, -97, -99
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disagree, don’t know, refused

SOCIO-DEMOGRAPHICS

9. Interviewer to record gender

a) Male
b) Female

Variable name: FL9

Label: gender
Values:
1 Male

2 Female

10. Would you tell me which of these age
brands you fall into? (only if the interviewer
R2SayQi 1y260

a) 12-15

b) 16-18

Variable name: FL10

Label: age bands

Values:

12-15 years old=1

16-18 years old=2

Bl Lifelong
Ml | earning
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