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Main question and relevance

Does financial education work?

Many countries (more than 70) have designed or are
designing national strategies for financial literacy

It is important to rely on data and evidence

What does the evidence say?
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= The research on financial literacy has exploded
= Financial literacy has its own JEL classification: G53!
= Very hard to do a narrative review of so much work

= A meta-analysis is a systematic quantitative literature
review aggregating evidence from multiple studies
on the same research question
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= Financial literacy has its own code in the Journal of Economic Literature
(JEL) classification: G53! It is officially a field of research!
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= The first meta-analysis by D. Fernandes, J. Lynch, and R.
Netemeyer was published in 2014 in Management Science

= QOther meta-analyses with different emphasis (Miller et al.
2015, Kaiser and Menkhoff 2017, 2019) have been
published since, but Fernandes et al. (2014) have been
most cited, in particular their two main findings:

1) "We find that interventions to improve financial literacy explain only 0.1%
of the variance in financial behaviors studied” (page 1861)

2) "Intervention effects may decay over time — the case for ‘just in time
financial education’."(page 1866)
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= Qur study includes 76 RCTs (vs. 13) from 33 countries

(vs. 8) with over 160,000 (vs. 23,000) individuals
across the lifespan

= We focused on the most rigorous studies (RCTs) only,
where effects are usually found to be smallest

= The sample include many low-income countries and
experiments on low income individuals

= Effects are measured after 30 weeks, on average, and
up to more than two years. If there is a decay, effects
are likely to be small
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We found that;

= The estimated effect of financial education is at least
three times as large as the effect documented in
Fernandes et al. (2014)

= Accounting for differences in programs, effects are
more than five times as large as the effects
reported in Fernandes et al. (2014)

= We do not find clear evidence of a dramatic decay
of the effects of financial education over time. Effects
persist up to two years after intervention
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= (1) We take stock of the new evidence

— Focus on RCTs, which are considered the gold
standard of impact evaluation

— Include all earlier studies and more than quintuple
the number of RCTs (from 13 to 76)

— Many more studies in top economics-journals

— Can look at different types of behavior in
addition to financial knowledge
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= (2) Meticulous meta-analysis of these RCTs:

Account for heterogeneity in the effects of financial
education

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
Subgroup analyses
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What we do in this paper (cont.)

= (3) Calculations of the economic size of the effects
and analysis of cost-effectiveness

— What do the statistical effect sizes mean in
economic terms?

— What is the average cost of financial education and
is it cost-effective?

10
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Main issues:

= We have a large number of studies and many estimates of
the effects of financial education

= Papers may study multiple outcomes (e.g., different
behaviors are studied)

= Qutcomes may vary across studies (e.g., some studies look
at saving rates and others at the savings amount)

= |nterventions vary across studies; e.g., from giving an
informational brochure to time-intense education
programs
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A primer on meta-analysis

A meta analysis requires to make effects comparable across studies: standardized
mean differences (in scale-free standard deviation units).

Formally, we use Hedges’ g.

Hedges' g
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« Suppose we conduct an experiment on school-
based financial education program using the PISA
financial literacy assesment as an outcome

* Since the PISA financial literacy test is scaled to
have a mean of 500 and a SD of 100, a
standardized mean difference (g) of 0.2 SD units
would mean an improvement of 20 points on the
PISA scale relative to those students who were not
assigned to the program.



GFLEC

GLOBAL FINANCIAL LITERACY
EXCELLENCE CENTER

Meta-analysis model:

= Consider a set of randomized experiments, each of them
reporting estimates of treatment effects relative to a
control group

= Allow different experiments to result in different effects
caused by the educational interventions (i.e.,
heterogeneity)

= Since the goal is to arrive at a "general effect” of financial
education, one has to choose weights for each study that
reflect the size of study (measurement error) and the
actual differences in results (true heterogeneity)
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Formal model

Yij = Po tVj t €;

]

Vi j 1s the ith
treatment effect
estimate within
each study j.

Bo 1s the mean of the
distribution of true
effects, 1.e., the
“general effect of
financial education”

v;is a study-level
random effect with v;
~N(0,72), i.e., the

true effects can vary
between (but not
within) studies.

L

»  We observe both y;; and ¢7; from the data
e 72 needs to be estimated

Eij"‘N(O, O'l-zj) 1S
the residual of
the ith treatment
effect estimate
within each
study j
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Formal model: Choosing the study weights

Step 1: Estimate 72 from the data

Step 2: Account for multiple correlated effects within
studies

Weight; wijz{(r + T o o) [1+ (i —1)p]}

1

Step3: Estimate B, and the associated 95%
confidence interval with weighted least squares

16
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Raw data from 76 RCTs: Financial education treatment effects
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Treatment effects by outcome domain

Effect size (g)

0.3
The effects on financial knowledge are bigger than the effects on behaviors.
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= Effects of financial education on financial knowledge

are comparable to studies on math and reading (Hill et
al. 2008; Cheung and Slavin 2016; Fryer 2016).

= Effects of financial education on financial behaviors
are comparable to meta-analyses of interventions in
other domains

— anti—smoking (Rooney & Murray 1996)
— tailored printed health interventions (Noar et al. 2017)
— energy conservation (Karlin et al. 2015)

20
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Cost-Effectiveness Ratio (ES/Cost)

Cost Per Pupil
Moderate
Low ($500 to High
(< $500) <$4,000) $4,000 or >
Small Small ES / Small ES /
(<.05) Low Cost Moderate Cost
Medium Medium ES / Medium ES / Medium ES /

(.05 to <.20) Low Cost Moderate Cost High Cost

Large Large ES / Large ES /

(.20 or >) Moderate Cost High Cost
Notes: ES = Effect Size

(Kraft 2018, p. 20)

Effect Size

21
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= Using Kraft's (2019) scale of educational
interventions, effects are "medium/large.”

= Average intervention has low cost per participant
(mean costs are $60.40 and median costs are $22.90)

= With the data we have, for "medium effect sizes,"
Kraft's educational intervention scale would say
average cost per participant of $60 implies "low cost.”
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Subgroup analyses

Subgroup Effect size SE 95% CI 95% CI  n(Studies)  n(effects)
() Lower Upper
bound bound

Panel A: Treatment effects on financial behaviors
(a) By country income

High income economies 0.1127 0.0316 0.0478 0.1777 32 129
Developing economies 0.0928 0.0130 0.0660 0.1195 32 329
(b) By respondent income

Low income individuals 0.0993 0.0194 0.0600 0.1387 43 367
General population 0.1035 0.0219 0.0571 0.1500 21 91
(c) By age of participants

Children (< age 14) 0.0640 0.0186 0.0188 0.1091 9 36
Youth (age 14 to 25) 0.1203 0.0415 0.0250 0.2155 11 92
Adults (> age 25) 0.1068 0.0205 0.0653 0.1483 44 330
(d) By type of publication

Top econ. journals 0.0833 0.0235 0.0325 0.1342 15 161
Other publications 0.1075 0.0183 0.0704 0.1445 49 297
(e) By delay between treatment and measurement of outcomes

Delay of < 6 months 0.0991 0.0169 0.0645 0.1337 34 180
Delay of = 6 months 0.0710 0.0137 0.0425 0.0995 28 260
Delay of = 12 months 0.0878 0.0200 0.0450 0.1308 18 134
Delay of = 18 months 0.0653 0.0192 0.0209 0.1098 10 49

Delay of = 24 months 0.0574 0.0225 0.0013 0.1136 7 32 2
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= No significant differences between high-income and
developing economies (effects on behavior)

= No significant differences between low-income
individuals and general population

= No differences across publications (if in top journals
or not)

= Financial education works for all age groups
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= Different from the initial meta-analysis (Fernandes et al
2014), we find no evidence to support or refute decay
of effects 6 months or more after the intervention.

= Note that their prediction was based on a very small
sample of studies.

= The effect on financial knowledge is estimated to be
positive after more than one year in 5 studies.

= The effect on behavior is estimated to be positive after
more than two years after intervention in 7 studies

25
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1)

2)

3)

Financial education works! Recent work shows clear evidence of
positive effects of financial education on financial behaviors
(+knowledge)

= Statistical effect size is at three times as large as the effect in
Fernandes et al. (2014)

= |t 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

Policy recommendations should be based on economic effect sizes,
not statistical effect sizes

No evidence of “rapid decay” but no evidence against it either

26
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Final considerations

We need:

* more research on the long-term effectiveness of financial
education programs

* more evidence on large-scale financial education
programs

* more work on the cost-effectiveness of programs

27



This paper is added to the working papers series of the Financial
Education Committee
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#A > Quadernidiricerca

Quaderni di ricerca & una biblioteca virtuale dove vengono raccolti studi, contributi, analisi e
report sui temi dell’'educazione finanziaria di particolare importanza per il lavoro del Comitato.

Il materiale, a cura del mondo accademico e delle istituzioni italiane e internazionali, &
liberamente consultabile da tutti.

La copia, la distribuzione e |a riproduzione del materiale sono soggette ad autorizzazione
secondo le modalita indicate in ciascuna pubblicazione.
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Il laboratorio delle idee

Abbiamo raccolto le iniziative molto innovative e replicabili (e che si
potrebbero fare tutto I’anno).

Il laboratorio delle idee

53 MAIL (=) STAMPA @ @ @

#A > lllaboroatorio delle idee

E possibile parlare di economia e finanza in tanti modi. Nella sezione Il Laboratorio delle idee
trovate alcuni esempi e buone pratiche di come si possa fare educazione finanziaria in
maniera innovativa e coinvolgente, parlando tanti linguaggi, rivolgendosi a tutti, anche ai piu
giovani, informando e intrattenendo.

Le idee, maturate nell'ambito delle varie edizioni del Mese dell'educazione finanziaria e non
solo, sono replicabili e possono ispirare tutti coloro che sono interessati a fare educazione

finanziaria in modo semplice e originale.
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