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I am delighted to be asked to give the Colston Warne Lecture at the

American Council on Consumer Interests annual conference. What

I want to cover in this lecture is what I consider to be one of the

most important topics for consumers: �nancial literacy. This topic

is particularly important for the young, and in this lecture, I will

describe the �ndings from the �rst international survey on �nancial

literacy among high school students: the Programme for International

Student Assessment (PISA). I am honored to chair the �nancial literacy

expert group that designed the �nancial literacy assessment in PISA.

Our journey to design that assessment included meetings in many

countries and lasted for several years. It is one of the works I have

enjoyed the most. I hope the �ndings from PISA will be a catalyst

for changes in education policies, including adding �nancial literacy to

school curricula.

Governments and employers have increasingly transferred the respon-

sibility to save and invest to individuals. For example, the reduction of

state-supported pensions in some countries means individuals must save in

order to provide for their own �nancial security after retirement. For young

people, these savings must be ample enough to cover longer retirement

periods due to higher life expectancies. Consumer credit has also become

widely available, but so have the risks associated with it. Unfortunately,

a majority of workers lack suf�cient knowledge and skill to manage this

new level of individual responsibility (Lusardi and Mitchell 2014; OECD

2008).

Financial literacy is an important element of economic and �nan-

cial stability, both for the individual and the economy. Wide-ranging

developments in the �nancial marketplace have contributed to growing
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concerns about the level of �nancial literacy of citizens of many countries.
Moreover, the 2008 �nancial crisis demonstrated that ill-informed �nancial
decisions—often caused by a lack of �nancial literacy—can have tremen-
dous negative consequences (INFE/OECD 2009; OECD 2009).

Financial literacy is particularly important for the young, as they face
�nancial decisions that can have important consequences throughout their
life. The younger generations’ increased responsibility requires them to
have the knowledge to make sound �nancial decisions early on. One such
decision is the investment in education, i.e., whether or not to go to college
and how to �nance that education. When facing major �nancial decisions
such as these, �nancial literacy is paramount.

In 2005, the Organization for Economic Cooperation and Development
(OECD) published an important report highlighting the severe lack of
�nancial literacy in many countries around the world (OECD, 2005). In
2008, the OECD created the International Network on Financial Educa-
tion (INFE) in order to reach beyond the OECD member countries to
share information, collect evidence, and develop analytical work and policy
instruments on key priority areas in �nancial education. Financial edu-
cation programs in schools and international measurements of �nancial
literacy were recognized by the OECD and its INFE as top priority issues.
In response, dedicated expert subgroups were created to launch data col-
lection and development work in these areas. The lack of data on �nancial
literacy among the young initiated the idea to design a survey that assesses
youths’ level of �nancial literacy. These measurements became part of the
OECD’s Programme for International Student Assessment (PISA).

PISA AND THE FINANCIAL LITERACY ASSESSMENT

PISA is a triennial international survey. Since its �rst wave in 2000,
PISA has tested 15-year-old students’ skills and knowledge in three
key domains: mathematics, reading, and science. The most recent wave
of PISA, carried out in 2012, assessed about 510,000 students in 65
economies. In addition to student performance data, PISA collects infor-
mation about student and school backgrounds through questionnaires that
are completed by students, heads of school, and, in some countries, par-
ents. These data help identify the factors that may in�uence student
performance. PISA gauges whether students are prepared for future chal-
lenges, whether they can analyze, reason, and communicate effectively, and
whether they have the capacity to continue learning throughout their lives.
These assessments are conducted to help us understand if students near
the end of compulsory education have acquired the knowledge and skills
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essential for full participation in society. Given these objectives, �nancial

literacy appears to be a logical addition.

In 2012, PISA introduced the �rst optional �nancial literacy assessment,

which became the �rst large-scale international study to assess youths’

�nancial literacy. A sample of students was selected from the same schools

that completed PISA’s core assessments in mathematics, reading, and sci-

ence. As explained later, the PISA �nancial literacy assessment measures

the pro�ciency of 15-year-olds in demonstrating and applying �nancial

knowledge and skills.

The optional assessment was conducted in a total of 18 countries and

economies.1 Thirteen are OECD countries and economies: Australia, the

Flemish Community of Belgium, the Czech Republic, Estonia, France,

Israel, Italy, New Zealand, Poland, the Slovak Republic, Slovenia, Spain,

and the United States; �ve are partner countries and economies: Colom-

bia, Croatia, Latvia, the Russian Federation, and Shanghai-China. Around

29,000 students completed the �nancial literacy assessment, representing

about 9 million 15-year-olds in the schools of the 18 participating countries

and economies. In addition, parents, principals, and system leaders pro-

vided data on school policies, practices, resources, and other institutional

factors.

The OECD put together an expert group to help design the 2012 �nan-

cial literacy assessment. This expert group represented stakeholders from

different countries and included regulators, practitioners, and academics

as well as representatives of treasury departments and central banks. They

developed the �nancial literacy assessment over a two-year period and fol-

lowed a methodology whose main features are described below.

Thework of the expert group started by de�ning �nancial literacy.While

many de�nitions for �nancial literacy already exist, the challenge was to

articulate a de�nition that holds true across countries and conveys why

�nancial literacy is such a necessary skill:2

Financial literacy is knowledge and understanding of �nancial concepts and risks, and

the skills, motivation and con�dence to apply such knowledge and understanding in

order to make effective decisions across a range of �nancial contexts, to improve

the �nancial well-being of individuals and society, and to enable participation in

economic life. (OECD 2014)

1. Note that in some cases the assessment was performed only in a part of the country and did not

cover the entire country.

2. For detail see the Financial Literacy Framework, which was published as a chapter in PISA

2012: Assessment and Analytical Framework: Mathematics, Reading, Science, Problem Solving and

Financial Literacy (OECD 2013).
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There are four innovative aspects of this de�nition that should be
highlighted. First, �nancial literacy does not refer simply to knowledge
and understanding, but also to its purpose—which is to promote effective
decision making. Second, the objective of �nancial literacy is to improve
�nancial well-being, not to affect a single behavior, such as increasing
saving or decreasing debt. Third, �nancial literacy has effects not just for
individuals but for society as well. Fourth, �nancial literacy, like reading,
writing, and knowledge of science, enables young people to participate
in economic life. As stated in the title of Volume VI of the PISA report,
�nancial literacy is an essential skill for the 21st century.

To design the assessment, three dimensions were considered: content,
processes, and contexts.
Content comprises the areas of knowledge and understanding that are

essential for �nancial literacy. Four content areas were identi�ed:

• Money and transactions
• Planning and managing �nances
• Risk and reward
• Financial landscape

Processes describe the approaches and mental strategies that are called
upon to negotiate the material. They are as follows:

• Identifying �nancial information
• Analyzing information in a �nancial context
• Evaluating �nancial issues
• Applying �nancial knowledge and understanding

Contexts refer to the situations in which the �nancial knowledge, skills,
and understanding are applied, ranging from the personal to the global.
They were divided into four groups:

• Education and work
• Home and family
• Individual
• Societal

Each of these dimensions is described inmore detail in Table A1. Table 1
provides some examples of what being �nancially literate might mean for
15-year-olds. Examples of the questions used to measure �nancial literacy
are provided in Appendix S1, Supporting Information. A certain level of
numeracy is considered to be a necessary component of �nancial literacy,
yet mathematical aptitude is not the main focus of the measure. Tasks and
questions in the �nancial literacy assessment were framed in such a way
as to avoid the need for substantial calculation.
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TABLE 1
Examples of What Financial Literacy Might Mean for 15-Year-Olds

Being Able To… For Example…

Balance priorities and plan what

to spend money on

If they go to the movie theater, will they still have enough

money for the bus fare home? Or would it be better to

buy pizza and invite friends home?

Remember that some purchases

have ongoing costs

A games console will need new games; a motorbike will

need fuel, and so on.

Be alert to possible fraud Some emails that look like they came from their bank might

not be legitimate. They should know what to do if they

are not sure.

Know what risk is and what

insurance is meant for

If their phone gets stolen, they should ask their parents if it

is covered by their household insurance.

Make an informed decision about

credit

They should know that if they buy a computer on credit,

they will have to pay interest on the loan as well as

paying the advertised price for the computer, and they

should realize that the less they repay of that loan each

month, the more they will pay in interest.

Source: OECD (2014).

Basic reading pro�ciency is also assumed in the �nancial literacy

assessment. To minimize the level of reading literacy required, tasks and

questions were designed to be clear, simple, and brief (OECD 2013).

However, complex language was intentionally presented in tasks that

assessed the students’ capacity to read and interpret the language of

�nancial documents.3

The response formats used in the assessment were based on the

type of evidence being collected as well as on technical and pragmatic

considerations (OECD 2013). Two main question formats were used:

constructed-response and selected-response.

Constructed-response questions require students to generate their own answers.

The answer format may be a single word or �gure, a few sentences, or a worked

calculation.4

Selected-response questions require students to choose one or more alternatives from

a given set of options. Items in this category include multiple-choice or yes/no

questions.

The constructed-response questions provide a good format for assess-

ing students’ ability to justify a decision or demonstrate an analytical

3. The terms that 15-year-olds can reasonably be expected to understand were determined with the

help of the expert group (OECD 2013).

4. All except the simplest of constructed-response questions were coded by expert judges. The

majority of the questions selected for the main �nancial literacy assessment survey did not require

expert judgment (OECD 2013).
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process. The selected-response questions are more suitable for assessing

students’ ability to identify information as well as their understanding of

higher-order concepts that they may not be able to express in their own

words. A mixture of multiple-choice and constructed-response questions

was used in the assessment to avoid potential measurement bias. Indeed,

previous research has shown that personal characteristics, such as gender,

affect responses to different question formats. These are aspects of the

assessment that are important to the interpretation of the empirical �ndings,

as will be discussed in more detail below.

The relative dif�culty of test questions was estimated based on the

proportion of students answering each question correctly; relatively easy

questions were answered correctly by a larger proportion of students than

more dif�cult questions (OECD 2014). Similarly, the relative pro�ciency

of students was estimated using the proportion of test questions that

they answered correctly; a highly pro�cient student will answer more

questions correctly than his or her less pro�cient peers (OECD 2014).

The relationship between the dif�culty of questions and the pro�ciency of

students was presented on a single continuous scale, which was divided

into �ve levels. Level 2 is the international baseline pro�ciency level,

Level 5 indicates high pro�ciency, and Level 1 indicates low pro�ciency

(students in Level 1 are considered to be not �nancially literate). Students

at each level are expected to be pro�cient at the preceding level. A summary

description of the �ve levels of pro�ciency in �nancial literacy can be found

in Table A2. These levels allow researchers to investigate the differences

in �nancial literacy not only across countries but also within countries.

Additional information on the methodology can be found in chapter 2 of

the PISA �nancial literacy report.

EMPIRICAL FINDINGS

Findings about these data were of�cially released on July 9, 2014.5

Figure 1 shows the mean scores for all participating countries and

economies.6 Countries differ sharply on how their youth perform:

5. The Global Financial Literacy Excellence Center (GFLEC) at The George Washington Uni-

versity hosted the US release of the 2012 PISA �nancial literacy data in collaboration with the U.S.

Department of Education, the U.S. Department of the Treasury, and the Consumer Financial Protection

Bureau. For detail see http://g�ec.org/event-category/pisa-program/.

6. Students’ scores were calculated using an imputation methodology usually referred to as

plausible values (PVs). PVs are a selection of likely pro�ciencies for students who attained each score.

A full description of the scoring method can be found in chapter 9 of the PISA 2012 Technical Report

(OECD 2012).
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FIGURE 1
Student Performance: Mean Financial Literacy Score by Country
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the values range from 379 points for Colombia to 603 points for

Shanghai-China; the average score for the OECD countries is 500. In

addition to Shanghai-China, the following countries’ scores are statisti-

cally signi�cantly higher than the OECD average: the Flemish Community

(Belgium), Estonia, Australia, New Zealand, the Czech Republic, and

Poland. The countries and economies whose mean scores are statistically

signi�cantly lower than the OECD average include the Russian Federa-

tion, France, Slovenia, Spain, Croatia, Israel, the Slovak Republic, Italy,

and Colombia. As can already be inferred from the simple graph below,

students from countries with well-developed �nancial markets do not

always score well on �nancial literacy, a topic I will return to later in

the article.

Looking not just at differences across countries but at pro�ciency scores

within countries, Figure 2 shows that only about one in ten students across

participating OECD countries and economies is able to perform at or above

Level 5. In contrast, 15% of students score below the baseline level of per-

formance. Thus, there is a sizable proportion of students whose knowledge

is very basic and below what is required to be considered �nancially liter-

ate. These low performers can, at best, recognize the difference between
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FIGURE 2
Percentage of Students at Each Level of Pro�ciency in Financial Literacy
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needs and wants, make simple decisions about everyday spending, recog-

nize the purpose of common �nancial documents, and apply basic numer-

ical operations in contexts that they are likely to have encountered person-

ally (OECD 2014).

The top- and bottom-performing countries display a high share

of students in the top- and bottom-pro�ciency level, respectively; in

Shanghai-China as many 43% of students perform at Level 5 or above.

On the other hand, in Colombia, 56% of students perform at Level 1

or below. There are wide differences in the percentage of students who

perform at top and bottom levels across the rest of the countries. In 11

countries, more than 15% of students perform below the baseline level

(Figure 2), including the United States (18%), France (19%), and Italy
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FIGURE 3
Financial Literacy and Per Capita GDP
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(22%). In contrast, less than 10% of students perform below the baseline
in countries and economies such as the Flemish Community of Belgium
(9%), Estonia (5%), and Shanghai-China (2%). These groups of students
represent a potentially important target for �nancial education programs.

What Explains Financial Literacy Among 15-Year-Olds? Some Insights

from the Data

Analysis of the PISA data can shed light on the factors that are associated
with differences in �nancial literacy. Below I discuss three main �ndings
related to gross domestic product (GDP) per capita, gender differences in
�nancial literacy, and the in�uence of parental background and economic
status.

Living in a rich country does not appear to have a strong impact on the
�nancial literacy scores of 15-year-olds. Figure 3 shows the relationship
between per capita GDP and students’ mean score on the �nancial literacy

assessment. While higher per capita GDP is associated with higher mean
scores, the scatter plot shows that some countries with lower levels of
per capita GDP perform better on �nancial literacy measures than higher
per capita income countries. For example, the mean scores of the Czech
Republic, Estonia, and Poland are higher than those of France, Italy, or
the United States, which all have higher per capita GDP than the former
countries (OECD 2014). Overall, per capita GDP only explains 16% of the
variation in the mean scores in �nancial literacy among the 16 participating
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countries.7 The fact that students in advanced economies do not score

higher than students in less rich countries underscores the importance of

having a well-functioning educational system. Students do not acquire

�nancial knowledge simply by “breathing the air”; this knowledge has to

be offered in a rigorous format in school curricula.8

In most countries and economies, there are no gender differences in the

average scores in �nancial literacy. Italy is the sole exception, with boys

performing better than girls on average. As mentioned earlier, the �nancial

literacy assessment was designed to minimize potential gender differences

in performance resulting from the format of the questions. Letting students

answer in their ownwords (in the constructed-response questions) canmin-

imize gender differences. Although the average scores for boys and girls

are similar in most countries, girls and boys are not equally represented

among high- and low-performing students. On average, across the OECD

countries and economies, there are more boys than girls among the lowest

performers (at or below Level 1) and among the top performers (at Level

5). Figure 4 shows that 11% of boys, compared with 8% of girls, perform at

Level 5, while 15% of boys and 14% of girls perform at or below Level 1.

These �ndings speak to the need for different initiatives to promote �nan-

cial literacy among girls and boys.

Several studies have documented a strong relationship between �nancial

literacy and socioeconomic background both among adults (Lusardi and

Mitchell 2014) and young adults (Lusardi, Mitchell, and Curto 2010).

Socioeconomic status is an important determinant of �nancial literacy even

among high school students. Students of higher socioeconomic status are

more likely to perform better than students of lower socioeconomic status.

A student’s socioeconomic status is estimated by the PISA index of

social, cultural, and economic status, which has been built to be interna-

tionally comparable. This index is based on indicators such as parents’ edu-

cation and occupation, the number and type of home possessions (which

are used to indicate levels of family wealth), and the educational resources

available at home. Students are considered socioeconomically advantaged

if they are in the top quartile of the index in their country or economy and

socioeconomically disadvantaged if they are in the bottom quartile.

7. The two participating economies that represent speci�c subsets of their respective countries, i.e.,

the Flemish Community of Belgium and Shanghai-China of the People’s Republic of China, are not

included in the regression.

8. See also my testimony before the Subcommittee on Children and Families of the US Senate

Committee on Health, Education, Labor and Pension (Lusardi 2013).
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FIGURE 4
Pro�ciency in Financial Literacy among Boys and Girls, OECD Countries and Economies
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Note: The graph shows countries with available data. The OECD average was based on countries and

economies with available data.

There is a very strong link between �nancial literacy and socioeconomic

status; in all countries, the students who come from higher socioeconomic

statuses do better in �nancial literacy. The share of variation in performance

explained by socioeconomic status ranges from about 7% in Estonia to

about 19% in New Zealand (Figure 5). Given the importance of this topic,

the OECD, in collaboration with the Global Financial Literacy Excellence

Center (GFLEC), organized a conference around this theme a few months

after the PISA data were released.9

The �rst wave of results from the PISA �nancial literacy assessment

is important as a benchmark for future data and to identify methods that

are most suitable for developing students’ �nancial literacy in different

countries. A second �nancial literacy assessment is scheduled for 2015, and

17 countries and economies10 plan on participating (OECD 2014). Nine of

9. See the program at www.oecd.org/�nance/�nancial-education/oecd-infe-

g�ecsymposium�nancialliteracy.htm.

10. These countries and economies plan on participating: Australia, the Flemish Community of

Belgium, Brazil, Canada, Chile, Italy, Lithuania, the Netherlands, New Zealand, the People’s Republic

of China, Peru, Poland, the Russian Federation, the Slovak Republic, Spain, the United Kingdom, and

the United States.
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FIGURE 5
Percentage of the Variation in Students’ Performance Explained by Socioeconomic Status
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these participated in the 2012 assessment, and their continued participation

will allow for comparisons in �nancial literacy level of students over

time. This will be particularly useful in assessing the effectiveness of new

programs aimed at developing students’ �nancial knowledge and behavior.

The OECD results from the 2012 PISA �nancial literacy assessment

provide an overview of �nancial literacy levels and their relationship

with various characteristics of the students, schools, and countries that

participated in the assessment. However, further analyses can offer more

insights into the determinants of �nancial literacy. For example, Hospido,

Villanueva, and Zamarro (2015) have used PISA data to study the effect of

�nancial literacy training in secondary education in Spain. Bottazzi and

Lusardi (2015) used PISA data to study gender differences in �nancial

literacy in Italy. Christelis, Georgarakos, and Lusardi (2015) assessed the

exposure to �nancial products and its effect on �nancial literacy. Their

preliminary �ndings show that bank account ownership has a positive

effect on the �nancial literacy of 15-year-olds.

USING PISA DATA TO INFORM EDUCATION REFORMS AND

POLICY

The PISA data have had a great impact on education policy in its core

domains of mathematics, reading, and science. For example, Switzerland
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and Germany initiated signi�cant education policy reforms after the

release of the �rst round of PISA results in mathematics, reading, and

science (Bieber 2010; Niemann 2010). Both countries were faced with

lower-than-expected results in student performance. In Germany the �nd-

ings from PISA 2000 generated an intense policy debate (Breakspear

2012). The resulting reforms included generating national standards and

establishing further support for disadvantaged students, especially those

from immigrant backgrounds (Ertl 2006).

Similarly, Mexico launched a reform known as the “Alliance for Educa-

tional Quality” in response to its poor performance in mathematics, read-

ing, and science in the 2006 PISA (Figazzolo 2009). In the United States

and France, education reforms designed to increase ef�ciency and compet-

itiveness were justi�ed by PISA data (Figazzolo 2009). PISA results have

also been used in Germany, Ireland, and Australia to make the case for

more testing and evaluation (Figazzolo 2009).

There has been a growing awareness of the importance of �nancial lit-

eracy in recent years, and many governments have become concerned with

the levels of �nancial literacy of their population. Many have also recog-

nized that �nancial literacy is especially important among the young, as this

group faces increasingly more responsibility in making �nancial decisions.

Interestingly, New Zealand and the Czech Republic, two countries that did

much better on the �nancial literacy assessment than on the mathematics

and reading assessments, are among the countries where a national strategy

for �nancial literacy has been implemented (The Economist 2014).

A very important predictor of �nancial literacy is socioeconomic status.

Large disparities in performance highlight the importance of providing

all students with equal access to resources and opportunities that can

improve their �nancial literacy. Gaps in �nancial literacy determined by

socioeconomic status and family wealth can persist as these students

become adults and into subsequent generations. Researchers have shown

that �nancial literacy can play an important role in explaining wealth

inequality. For example, in the United States, �nancial literacy alone can

account for more than 40% of wealth inequality (Lusardi, Michaud, and

Mitchell 2013). Empirically, �nancial literacy has been linked to many

�nancial decisions affecting assets, debt, and net wealth holdings (Lusardi

and Mitchell 2014). These �ndings indicate that disparities in �nancial

knowledge early in life can act as a multiplier of economic inequality

among older adults. The levels of and differences in �nancial knowledge

among the young can have important consequences later in life. Thus,

policy interventions could speci�cally target disadvantaged students, such

as girls and students of low socioeconomic status.
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Countries such as the United Kingdom have passed laws to mandate
�nancial literacy in high school. Schools provide an ideal venue for
�nancial education programs and have the potential to become one of
the pillars of a well-functioning retirement system. Financial education
programs in school are not only scalable, but all demographic groups can
bene�t from them. In the United States, a number of states have mandated
that personal �nance classes be taught in high school curricula. That
education matters; research shows that when young people are exposed
to rigorous �nancial education programs, they have higher credit scores
and lower delinquency rates on their loans (Brown et al. 2014). This
study con�rms earlier �ndings by Tennyson and Nguyen (2001), who
used Jump$tart data and looked closely at state education requirements
for personal �nance education. They concluded that when students were
mandated to take a �nancial education course, they performed much better
than students in states with no personal �nance mandates.

High School Financial Education Is a Lever That Can Improve

Retirement Security

This lecture started by noting how the pension system has changed and,
not only in the United States, but in many countries around the world. The
�ndings from the PISA �nancial literacy assessment have implications for
retirement security as well. Major changes to pension systems and rising
life expectancy in most advanced countries mean that �nancial security
after retirement can be more dif�cult to achieve. In tandem, the shift
from de�ned bene�t to de�ned contribution pension systems transfers
the responsibility of retirement saving onto individuals, even though few
people have the skills required to make savvy �nancial decisions. For a
de�ned contribution system to be sustainable, participants have to start
contributing to retirement accounts as soon as they start working. Research
shows that those who have low �nancial literacy are less likely to contribute
to a retirement account, plan for retirement, and invest in high-return
assets (Lusardi and Mitchell 2014). The very low level of �nancial literacy
among the young presents a challenge for the working of a system that
relies on personal responsibility and the saving and investment decisions
of individuals.

Gender differences among 15-year-old students are likely to persist
throughout adulthood. Although the OECD report indicates that gender
differences in �nancial literacy are not signi�cant for most countries,
our research �nds that signi�cant gender differences do exist in all
countries, once factors such as socioeconomic status, age, and other
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variables are accounted for. Gender differences in �nancial knowledge
have also been observed among adults in a number of countries (Lusardi
and Mitchell 2014). Women tend to live longer than men and earn less
than men over their lifetime, which means that �nancial decisions are
particularly important for them when it comes to securing long-term
�nancial well-being (OECD 2013). The PISA �nancial literacy assess-
ment results can help inform programs and policies related to retirement
security.

CONCLUSION

Financial literacy has become a skill that is essential to living and thriv-
ing in the modern economy. The �nancial choices that younger genera-
tions face are far more challenging than those faced by past generations.
For example, �nancial services and products have become more com-
plex and more widely accessible due to globalization and digital tech-
nologies. Individuals today must take on greater responsibility for their
�nancial decisions, such as investing in additional education, saving for
a child’s education, or planning for retirement. Over the course of their
adulthood, today’s youth will bear more �nancial risks due to increased
life expectancy, a decrease in welfare and occupational bene�ts, and uncer-
tain economic and job prospects. In addition, 15-year-old students face
immediate �nancial decisions; most are already consumers of �nancial ser-
vices, such as bank accounts with access to online payment facilities. It
is important for young people nearing adulthood to be �nancially literate
in order to face complex �nancial decisions that could affect the rest of
their lives.

Large proportions of students—in countries and economies at all lev-
els of economic and �nancial development—demonstrate only very basic
�nancial literacy skills. More than 15% of students in the participat-
ing OECD countries and economies perform below the baseline level
of pro�ciency. These students can complete only the simplest �nan-
cial tasks, such as recognizing the difference between needs and wants
or comparing the value of goods based on a comparison of their price
per unit (OECD 2014). An improvement in �nancial literacy for these
low-performing students is necessary to ensure their full participation in
economic life.

I want to end this lecture with a statement I usually make at the end
of all of my presentations and which is very much in line with what the
PISA data are about: “just as it was not possible to contribute to and thrive
in an industrialized society without basic literacy—the ability to read and
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write—so it is not possible to successfully navigate today’s world without

being �nancially literate. Financial literacy truly is an essential skill for

the 21st century.”

APPENDIX 1

TABLE A1
Description and Typical Tasks for the Categories of Each Assessment Dimension

Content Category Typical Tasks within this Category Include…

Money and transactions: Includes the awareness of

the different forms and purposes of money and

handling simple monetary transactions such as

everyday payments, spending, value for money,

bank cards, checks, bank accounts, and

currencies.

Asking students to show that they:

• recognize bank notes and coins

• can identify different ways to pay for

items, in person or via the Internet

• can check transactions listed on a

bank statement

Planning and managing �nances: Includes planning

and managing of income and wealth over both the

short term and long term, and in particular the

knowledge and ability to monitor income and

expenses, as well as to make use of income and

other available resources to enhance �nancial

well-being.

Asking students to show that they:

• understand what government taxes

and bene�ts are

• can draw up a budget to plan regular

spending and saving

• understand the impact of compound

interest on savings

Risk and reward: Incorporates the ability to identify

ways of managing, balancing, and covering risks

(including through insurance and saving products)

and an understanding of the potential for �nancial

gains or losses across a range of �nancial contexts

and products, such as a credit agreement with a

variable interest rate and investment products

Asking for an examination of the potential

risks or rewards associated with:

• various types of investment and sav-

ings vehicles

• various forms of credit

• market volatility

• diversi�cation

Financial landscape: Relates to the character and

features of the �nancial world. It covers knowing

the rights and responsibilities of consumers in the

�nancial marketplace and within the general

�nancial environment, and the main implications

of �nancial contracts. It also incorporates an

understanding of the consequences of change in

economic conditions and public policies, such as

changes in interest rates, in�ation, taxation, or

welfare bene�ts

Assessing whether students:

• understand that buyers and sellers

have rights and responsibilities

• can identify which providers are

trustworthy

• are aware of the economic climate

• understand how the ability to build

wealth or access credit depends on

economic factors such as interest

rates, in�ation, and credit scores
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TABLE A1
Continued

Processes Category Typical Tasks within This Category Include…

Identify �nancial information: Applicable when

the individual searches and accesses sources

of �nancial information and identi�es or

recognizes their relevance.

Asking students to show that they:

• can identify the features of a purchase

invoice

• can locate information in a legal contract

• can recognize �nancial terminology, e.g.,

in�ation

Analyze information in a �nancial context:

Covers a wide range of cognitive activities

undertaken in �nancial contexts, including

interpreting, comparing and contrasting,

synthesizing, and extrapolating from

information that is provided.

Asking students to show that they:

• can compare the terms offered by differ-

ent mobile phone contracts

• can work out whether an advertisement

for a loan is likely to include unstated

conditions

Evaluate �nancial issues: Focuses on

recognizing or constructing �nancial

justi�cations and explanations, drawing on

�nancial knowledge and understanding

applied in speci�ed contexts. It also involves

cognitive activities, such as explaining,

assessing, and generalizing.

Asking students to show that they:

• can identify the relative �nancial mer-

its of making a purchase or deferring it,

given speci�ed �nancial circumstances

Apply �nancial knowledge and understanding:

Focuses on taking effective action in a

�nancial setting by using knowledge of

�nancial products and contexts and

understanding of �nancial concepts.

Asking students to show that they:

• can work out whether purchasing power

will decline or increase over time when

prices are changing at a given rate

Contexts Category Typical Tasks within This Category

Include…

Education and work: This category is important to

15-year-old students. While many students will

continue in education or training at

postcompulsory education, some of them may

soon move into the labor market or may already

be engaged in casual employment outside of

school hours.

Scenarios that involve:

• understanding payslips

• planning to save for tertiary study

• investigating the bene�ts and risks of

taking out a student loan

• participating in workplace savings

schemes

Home and family: Includes �nancial issues relating

to the costs involved in running a household. It is

most likely that 15-year-old students will be

living with family, but this context category also

encompasses households that are not based on

family relationships, such as the kind of shared

accommodation that young people often use

shortly after leaving the family home.

Scenarios that involve:

• buying household items or family

groceries

• keeping records of family spending

• making decisions about budgeting

and prioritizing spending
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TABLE A1
Continued

Contexts Category Typical Tasks within This Category Include…

Individual: Important within personal

�nance and especially for students, as

most of their �nancial decisions, including

using products such as mobile phones or

laptops, are related to themselves and

made for their personal bene�t, and as

many risks and responsibilities must also

be borne by individuals. It includes

choosing personal products and services

as well as contractual issues, such as

getting a loan.

Scenarios that involve:

• choosing products and services such as

clothing, toiletries, or haircuts

• buying consumer goods such as elec-

tronic or sports equipment

• opening a bank account

Societal: The core of the �nancial literacy

domain is focused on personal �nances,

but this context category recognizes that

individuals’ �nancial decisions and

behaviors can in�uence and be in�uenced

by the rest of society. It includes matters

such as being informed and understanding

the rights and responsibilities of �nancial

consumers and understanding the purpose

of taxes and local government charges.

Scenarios that involve:

• being informed about consumer rights

and responsibilities

• understanding the purpose of taxes

• being aware of business interests

• taking into account the role of consumer

purchasing power

Source: OECD (2014).

TABLE A2
Summary Description of the Five Levels of Pro�ciency in Financial Literacy

Level Score Range What Students Can Typically Do

1 326 to less than

400 points

Students can identify common �nancial products and terms

and interpret information relating to basic �nancial

concepts. They can recognize the difference between

needs and wants and can make simple decisions on

everyday spending. They can recognize the purpose of

everyday �nancial documents such as an invoice and

apply single and basic numerical operations (addition,

subtraction, or multiplication) in �nancial contexts that

they are likely to have experienced personally.
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TABLE A2
Continued

Level Score Range What Students Can Typically Do

2 Baseline 400 to less

than 475

points

Students begin to apply their knowledge of common

�nancial products and commonly used �nancial terms

and concepts. They can use given information to make

�nancial decisions in contexts that are immediately

relevant to them. They can recognize the value of a

simple budget and can interpret prominent features of

everyday �nancial documents. They can apply single

basic numerical operations, including division, to answer

�nancial questions. They show an understanding of the

relationships between different �nancial elements, such

as the amount of use and the costs incurred.

3 475 to less

than 550

points

Students can apply their understanding of commonly used

�nancial concepts, terms, and products to situations that

are relevant to them. They begin to consider the

consequences of �nancial decisions and they can make

simple �nancial plans in familiar contexts. They can

make straightforward interpretations of a range of

�nancial documents and can apply a range of basic

numerical operations, including calculating percentages.

They can choose the numerical operations needed to

solve routine problems in relatively common �nancial

literacy contexts, such as budget calculations.

4 550 to 625

points

Students can apply their understanding of less common

�nancial concepts and terms to contexts that will be

relevant to them as they move toward adulthood, such as

bank account management and compound interest in

saving products. They can interpret and evaluate a range

of detailed �nancial documents, such as bank statements,

and explain the functions of less commonly used

�nancial products. They can make �nancial decisions

taking into account longer-term consequences, such as

understanding the overall cost implication of paying back

a loan over a longer period, and they can solve routine

problems in less common �nancial contexts.

5 equal to or

higher than

625 points

Students can apply their understanding of a wide range of

�nancial terms and concepts to contexts that may only

become relevant to their lives in the long term. They can

analyze complex �nancial products and can take into

account features of �nancial documents that are

signi�cant but unstated or not immediately evident, such

as transaction costs. They can work with a high level of

accuracy and solve nonroutine �nancial problems, and

they can describe the potential outcomes of �nancial

decisions, showing an understanding of the wider

�nancial landscape, such as income tax.

Source: OECD (2014).
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SUPPORTING INFORMATION

Additional supporting information may be found in the online version of this

article:

Appendix S1: Sample Questions
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