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Motivation

§ Economic importance of financial literacy is documented in a large and 
growing empirical literature (e.g., Lusardi and Mitchell 2014, JEL)

§ National strategies and school-based financial education are 
prominent strategies to combat low levels of financial literacy
Ø Financial education programs currently seek to reach over 5 billion 

people in 60 countries (OECD 2015).

§ Yet, academics and the public often debate the effectiveness of 
financial education (e.g., Hastings et al. 2013, Annu. Rev. Econ; 
Fernandes et al. 2014, ManSci; Miller et al. 2015, WBRO; Kaiser and 
Menkhoff 2017, WBER)
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This debate is reflected in the news
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The most influential review of the literature

§ First Meta-analysis to comprehensively study the literature by 
Fernandes, Lynch, and Netemeyer (2014), ManSci
- Compiled an extensive dataset of effect sizes
- “manipulated fin. literacy” (i.e., treatment effects of

interventions)
- 13 RCTs
- 75 quasi-experimental settings

- and “measured fin. literacy” (i.e., correlation in observational 
studies)
- 111 observational studies (25 IV and 86 OLS)



4

Impact of Fernandes et al. (2014)

• The paper by Fernandes et al. (2014) is
mainly cited for two findings emphasized in
the introduction: 

1) “We find that interventions to improve 
financial literacy explain only 0.1% of the 
variance in financial behaviors studied” 
(Fernandes et al. 2014, p. 1861)

2) “Intervention effects may decay over time 
– the case for ‘just in time financial 
education’.”(Fernandes et al. 2014, p. 
1866)
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Citations to the term “financial literacy” over time

Last Paper included in 
Fernandes et al. (2014), ManSci
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What we do in this paper

§ (1) We take stock of the new evidence
- Focus on rigorous RCTs 
- Include all earlier studies and more than quintuple the 

number of RCTs from 13 to 68
- Total individuals in sample increased from ~23,000 to 

~145,000
- Many more studies and in top economics-journals
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What we do

§ (2) Careful meta-analysis of these RCTs:
- Account for between study heterogeneity in true effects
- Probe sensitivity of results to the choice of model and 

interpretation of results
- Consider the power of underlying studies
- Considering potential publication bias
- Analysis of intensity and decay of effects
- Minor point: Correct some coding errors in the sample 

of 13 RCTs (15 observations) in Fernandes et al. (2014)
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What we do in this paper

§ (3) Back of the envelope calculation to translate statistical 
effect sizes into economic effect sizes
- Convert “(partial) r” or “standard deviation units” into

meaningful economic effect sizes
- What does “% of variance explained” mean in economic 

terms?
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Main findings

§ Recent work shows clear evidence of positive effects of 
financial education on financial behaviors (+knowledge)
- Statistical effect size is at least twice as large as the 

effect reported in Fernandes et al. (2014) 
- Economic effect size may be much larger than 

suggested by these statistical effect sizes
§ This effect is mainly driven by the recent evidence (but 

effect may be even larger when accounting for between 
study heterogeneity in true effects beyond within-study 
measurement error)
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Raw Data from 68 RCTs: Financial Education Treatment Effects

Last Paper included 
in Fernandes et Al

• Mean effect on fin. behavior: 0.085 (n=57 studies & 392 estimates) 
• Mean effect on fin. knowledge: 0.205 (n=47 studies & 212 estimates)
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Comparison the new evidence to the result in Fernandes et al. (2014)
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Treatment effects by outcome domain (WLS 1/SE2)
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Comparison of 68 RCTs to the result in Fernandes et al. (2014)

§ Fernandes et al. report weighted average effects (1/SE2)
– Strong assumption of a common true effect of financial

education despite very heterogenous interventions
§ For the sake of comparison we used the exact same 

approach here
§ Conversion of effect size used in Fernandes et al. (r or 

partial r) to standardized mean difference (g)
Ø Now we also use methods that account for between-

study heterogeneity in true effects 
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Modelling between-study heterogeneity in true effects again doubles 
the effect size
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Economic vs. Statistical Significance

§ Fernandes et al. (2014) effect size measure creates the illusion of miniscule effects, when they 
can be economically significant.

– “variance explained” is a misleading concept

§ Consider the following example: 
– Median effect of structured pedagogy interventions in developing countries = 0.13 SD units. 

(Evans et al. 2019) 
– In the Fernandes et al. (2014) metric: this intervention explains 0.36% of the variance in 

learning outcomes. 
Ø Seems small?

– Evans et al. (2019) report that this effect = ~0.6 years of “business as usual schooling”
– In separate analysis they estimate the returns to literacy in Kenya. The net present value of 

this intervention is 1,338 USD at an average annual income of 1,079 USD in 2015 PPP.
Ø Economically, this effect appears to be large.
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Example: Economic significance in the context of financial education

• Large-scale RCT in Brazil (Bruhn et al. 2016, AEJ: Applied) reports an average 
effect of financial education treatment on the “percent of disposable money 
saved” of 0.07 SD units (t-stat=3.34) (p.278, Table 5, C9). 

• In the metric of Fernandes et al. (2014) that would translate to: r= 0.0349 or 
“explaining 0.12 % of the variance” (r2).

• However, this effect corresponds to an increase of 11.2 % in the amount of 
disposable money saved relative to the control group (i.e., economically relevant).

0.122350120.12235012
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Subgroup analyses
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Rapid decay in effects?

Ø Standard errors for the coefficients are very large, so there is a lot of uncertainty
around this prediction.

Ø Even more so, if you have an even smaller set of observations as in Fernandes et al.
(2014)
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External Validity

§ There are concerns that RCTs have limited external validity. 

§ This study increases the number of individuals in the interventions from Fernandes, 
Lynch, and Netermeyer (2014) from 23,000 to over 140,000. 

Ø But what about scale?

§ Findings are consistent with recent work studying post-2000 state-mandated 
financial education in U.S. high schools that relies upon quasi-experimental 
research. (Brown et Al, 2016; Harvey, 2019; Urban et Al, 2018; Stoddard and Urban, 
2019)

§ Findings also consistent with large-scale RCTs, such as the school-based widespread 
RCTs (e.g., Frisancho (2018))
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Main takeaways

1) Recent work shows clear evidence of positive effects of financial 
education on financial behaviors (+knowledge)
§ Statistical effect size is at least twice as large as the effect in 

Fernandes et al. (2014) 
§ It may be up to five times as large (when allowing for between-study 

heterogeneity in true effects)
§ Robust to a lot of different approaches to meta-analysis and even 

when accounting for publication selection for statistical significance
2) Policy recommendations should be based on economic effect sizes, not 

statistical effect sizes
3) No evidence of “rapid decay” but no evidence against it either



Thank you!

Questions? Contact: Tim Kaiser, tkaiser@diw.de



(202) 994-7148  |  gflec@gwu.edu  |  www.gflec.org
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Appendix: A meta-analysis of previous meta-analyses (fin. behavior) 
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Appendix: A meta-analysis of previous meta-analyses (fin. knowledge) 


