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Why is financial literacy important?

Major changes that increase individuals’ responsibility for 
their financial well-being

 Changes in the pension landscape
• More individual accounts

 Changes in the labor markets
• Flexibility, pensions have to be portable

 Changes in the financial markets
• More complexity
• More opportunities to borrow and large amounts

A new economic landscape



Financial literacy and pensions

Many changes in pensions across countries

 Individuals have to decide how much to save for 
retirement
• Financial planning for the long run

 Individuals have to decide how to invest retir. wealth
• Risk preferences matter

 Individuals have to decide how to decumulate
• Annuities and other financial instruments
• Mistakes late in life can be dire

A new pension landscape



Financial literacy is a life skill

 Investment in education
• One of the most important decisions individuals

have to take when young

 Participation in financial markets
• Understand existing and new financial products

 Citizenship and democracy
• Citizens are asked to vote on different economic

policies, such as economic reforms

Financial literacy is needed throughout life



What is the evidence?

We designed a module on financial literacy and retirement 
planning which has been used in many countries
• International comparison is still continuing

 The importance of data and rigorous research
• Identify vulnerable groups

 Bring a global perspective
• Financial literacy and pension changes cut across countries

Financial literacy and retirement planning 
around the world



Multi-year research project

 Financial Literacy: Implications 
for Retirement Security and the 
Financial Marketplace

 The book covers the experiences 
of several countries



Special Issue of JPEF, October 2011

• Financial Literacy around 
the World (FLat World)

• We published a paper for 
each participating country



Financial Literacy around the World
(FLat World)

We examine data from national 
surveys in 8 countries

The Netherlands
Germany
 Italy
Russia
Sweden
New Zealand
 Japan
USA



Participated in the design of the US survey

It includes 3 surveys:

1. National Survey: Nationally projectable 
telephone survey of 1,488 American adults

2. State-by-State Survey: Online survey of 
approximately 28,000 respondents 
(roughly 500 per state + DC)

3. Military Survey: Online survey of 800 
military personnel and spouses

New wave went into the field in Summer 2012

The 2009 National Financial Capability Study



Findings: The world is flat

 Financial illiteracy is widespread in the population
• Little knowledge of interest compounding, inflation and 

risk diversification

 Financial literacy is lowest among
• Young, old, low-education and low- income groups, women

 Financial literacy is a strong determinant of retirement 
planning/pension plan participation
• Many people do not plan for retirement
• Knowledge of risk is particularly important for retirement 

planning

Similar patterns across countries



Gender differences in financial literacy

 Large gender differences in financial literacy
• Similar pattern across countries

 Women answer in the same way
• They frequently state they “do not know” the 

answer

Women and financial literacy

 Women report low levels of self-
assessed knowledge
• A group to target



Where can financial literacy be successful?

 In schools
• Easier to reach the young
• Need a base on which to build

 In the workplace
• Easier to reach the adults
• Growing importance of private  

pensions

 In libraries, local communities,
museums
• Where people go to learn

Ideal venues for financial education



Financial education in schools

Financial education in school is critically important:

 Investment in higher education is one of the most
important decisions the young face
• Young people need to understand the weight of this decision

 Need to be financially literate before engaging in
financial transactions
• It is much cheaper to educate the young

 Provide an equal opportunity to learn
• Without fin educ, the young enter adult life on unequal footing

Need to prepare the new generations



Are students well prepared for future challenges? 
Can they analyze, reason and communicate 
effectively? 
Do they have the capacity to continue learning 
throughout life? 

Every three years the OECD 
Programme for International Student 
Assessment (PISA) answers these 
questions and more.  It assesses to 
what extent students near the end of 
compulsory education have acquired 
some of the knowledge and skills 
essential for full participation in 
society.

OECD’s Programme for International Student 
Assessment (PISA)



Workplace education

 Importance of “teachable” moments
• When hiring, promotion, tax times, changes in family, etc.

 Used easy methods of communication
• Videos, visual tools

 Keep communication free of economic/financial jargon
• Very important for women

 Cover risk and risk diversification
• Risk is most difficult concept to grasp

Recommendations from research



Financial Fitness Toolkit at NYSE



Building long-term financial security
Best practices

• Based on studies of many employer-provided financial
education programs

• Goal of the report is to help employers improve retirement
saving choices of newly hired workers

How employers can help new hires save for retirement:
Best practices that build long-term financial security

A newly published report: best practices for improving 
financial decision making in the workplace. 





A museum of savings in Turin, Italy



A Museum of Saving in Italy



A Museum of Saving in Italy



A Museum of Saving in Italy



An International Federation of Finance 
Museums





Concluding remarks

 Financial literacy is like reading and writing
• It is an essential skill for the 21st century
• Imagine what a world with no education would look like

 It is essential for full participation in society
• Citizens are asked to vote on economic reforms

 It is a global issue
• Countries can learn from each other

The importance of financial literacy



Financial illiteracy is a complex but 
solvable problem

“If we can really see a problem, which is the 
first step, we come to the second step: 
cutting through the complexity to find a 
solution.”

Bill Gates, Harvard 2007
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