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Introduction- A bit about Curaçao?

The Dutch Caribbean Islands (formally known 

as The Netherlands Antilles)



Introduction- Background

The cost-of-living-crisis puts a magnifying glass on issues that were 
already there, such as poverty.

§ Prior- 1 in 3 was already living below poverty line 

§ Especially relevant for retirees, the unemployed, female-parented single 
families, and the lowly educated 

§ These households more often make unsound financial decisions 
placing them at a further financial disadvantage. (Lusardi & Mitchell, 
2011; Lusardi, Schneider & Tufano, 2011; Wiersma et al., 2020). 

“Curaçao already had an 'enormous poverty problem' - and 
corona makes it even bigger.” 



Introduction- Background

Attention for debt problems

Unhealthy lending culture



Introduction- Financial Literacy Matters

§ It has been long understood that financial literacy can increase a household’s 
financial resilience. Especially in times of economic crises. 

§ The more financial savvy are ceteris paribus (even after controlling for educational 
attainment):

1. more likely to participate in the stock market (e.g. Van Rooij et al, 2011);

2. more likely to undertake retirement planning (e.g. Lusardi and Mitchell 
(several papers);

3. yield higher returns on their saving accounts (e.g. Geogarakos et al. (2016);

4. less likely to use high cost borrowing including payday loans, pawn shop, 
credit card debt (see e.g. Lusardi and Bassa Schereberg, 2013).

Despite growing evidence> Data Gap in Curaçao

Garcia et al. (2013): to build evidence-based, efficient financial education programs or 
strategies, policymakers, and program designers must comprehensively understand the 
population's degree of financial knowledge, their financial behaviors, and how these are 

related.



Research Questions

§ How well-equipped are the citizens of Curaçao 
to make informed financial decisions? 

§ What is their level of financial literacy, and who 
knows the most and the least? 

§ Are financial literacy measures associated with 
savvy financial behavior?

Main question: 

What and Who should be targeted through 
policy initiatives?



Data

§ Telephone survey fielded in the summer/fall of 2020 in the SONORO 

Community 

– a panel of households in Curaçao where members are consulted on 

questions related to finance and health.

§ 225 completed interviews- response rate of 57%

§ Demographic and socio-economic data stems from the member 

recruitment interviews held in 2018 and 2019 (mainly in the fall of 2019 

(around 1,700 respondents)

§ Vis et al. (2021) observe that the sample is representative of the 

population in terms of gender, income, and place of birth.

§ Surveys were available in all 4 languages spoken on the islands



Measure of Financial Literacy

Both objective and subjective financial literacy are critical elements 
in understanding differences in financial behavior (Allgood and 

Walstad, 2013; Anderson et al. 2017; Huston, 2010).

Subjective Financial Literacy:

"How is your understanding of financial matters? Good, average, or not 
that good".

Objective Financial Literacy:

– Questions stem from the the S&P Global FinLit Survey- the 
world's largest, most comprehensive global measurement of financial literacy

– Similar to the “Big Three” questions by Lusardi and Mitchell (2006). 

– Measure the knowledge of fundamental concepts that lie at the 
root of saving and investment decisions



What is level of Financial Literacy?



Who knows the most and the least?- Part of the model

 

- caveat: number of observation small

*We also estimate regressions including labor market status, place of birth, and having received economics education in 
school as regressors and also controlled for the presence of interviewer and language effects. However, the results were not 
significant and not presented for brevity. 



Descriptive Evidence- Financial Behavior

%

Do you or a member of your household have a checking account? 90.1

Do you or a member of your household have a savings account? 72.7

Did you save money in the months before the Corona crisis? (Saved before COVID-19) 66.0

Do you or a member of your household have stocks/bonds/mutual funds? (Risky assets) 6.4

Do you or a member of your household have a credit card? 39.0

Did you, before the Corona crisis, have credit card debt? 9.8

Did you, before the Corona crisis, have a loan from a bank? 22.1

Did you, before the Corona crisis have a loan from an institution other than the bank? 15.8

Did you, before the Corona crisis have a loan from family and friends? 7.2

Did you, before the Corona crisis purchase something such as furniture, clothes or electronics on credit? 16.0

Did you, before the Corona crisis, have any trouble living of income?

No, no trouble/ No, no trouble, but you have to pay attention to your expenses or expenditures/ Yes, some

trouble/ Yes, great trouble

27.9



Descriptive Financial Behavior and Financial Literacy 

§ Objective and Subjective FL are correlated to saving and debt 
behavior

§ Individuals who hold riskier debts have little understanding of interest
§ Knowledge of interest seems to be the more prominent factor



§ Self-assessed financial literacy is a stronger predictor than the number of correct 
answers to the quiz-like questions. 

§ Financial literacy has an independent impact on financial decision-making.

§ Interest concept seems to be a strong predictor of having risky debts and 
savings account ownership. The association remains significant when controlling 
for education, income, and self-assessed financial literacy. 

Are financial literacy measures associated with savvy financial 
behavior?

- caveat: number of observation small & no cause-effect relationships
- Other variables included but not shown: Age, Educational Attainment, Net Household Income



Sensitivity Analysis
§ The robustness of the results is investigated by including labor market 

status, place of birth, household composition, and economics 
education in school as control variables, but these variables do not 
contribute to understanding the observed heterogeneity in financial 
literacy and behavior.

§ 3 alternative specifications for the models are considered, including 
proxies for:

– Procrastination: procrastinators are more likely to ask family and friends for 
loans and less likely to purchase on credit 

– The influence of social networks: if overspending is acceptable among 
friends and family, a respondent is 42 percentage points more likely to take 
on risky debt than respondents where overspending is not acceptable. 

– The locus of control: not significant

§ Despite the inclusion of these proxies and other variables, the 
coefficients for interest literacy and SAFL have been proven to be robust 
to the inclusion of additional explanatory variables.



Conclusions
§ Less than 1 in 3 show an understanding of basic financial 

concepts.

– The findings on the knowledge of interest are sobering 

§ Who knows the least? The lowly educated (especially those with 
elementary education), elders, and low-income individuals score 
lower on subjective and objective financial literacy. 

§ Those with elementary education and females are significantly 
less interest literate. This is concerning as this group is often the 
target of government programs to expand financial inclusion 
(Klapper & Lusardi, 2020). 

§ Knowledge and confidence in one’s ability are equally crucial in 
financial decisions

§ Investing in financial knowledge appears to be a particular type 
of human capital.



Recommendations

§ Focus on addressing gaps in financial literacy
§ Attention should especially be placed on the workings of interest

§ Provide financial education programs (more research is needed to establish causality) 

§ Target financial literacy initiatives to key demographic groups
§ At schools- the young
§ In the workplace- older population
§ Community Center (“Kas di Bario”)- harder –to-reach groups

§ High dropout rates- education needs to start as early as possible

§ Can we benefit from international best practices?

§ These individual behavior-focused interventions should be 
complemented by interventions in other areas.



THANK YOU!

QUESTIONS?

19


