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Abstract

Society’s development by increasing the possibility for young people to successfully cope with extremely
diverse circumstances imposed by modern economy makes it necessary to have certain skills that can only be
acquired through an adequate education system.

Ensuring good quality education, a decisive element in raising young people’s chances of succeeding in
life, is a national and European priority, as in a dynamic and interdependent world where free movement is no
longer just a challenge, people with different education levels are forced to make the most diverse decisions,
many of which have pecuniary implications.

This paper aims at analyzing the need for a high level of financial knowledge, and also the role that
Romania plays globally in terms of financial education. Achieving the paper is based on the quantitative
research of specialized literature, of the studies and reports of specialized organizations.
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Introduction

The current society is subject to permanent challenges whose influences are also present
in the education system, namely people must have various skills to give them the possibility
to make the right decisions. Ensuring elements enabling young people to cope with facts can
be reached through “ongoing acquisition of human knowledge and achievements” (Dobrescu,
Dumitrescu, 2011). In a dynamic and interdependent world where free movement is no longer
just a desiderate, people with different levels of education are put in the position of making
the most diverse decisions, many of which have pecuniary implications, which generates the
idea that knowledge in the current economic environment requires the existence of financial
knowledge and skills that can only be ensured through adequate financial training.

The issue of financial education or training is all the more current as the global financial
crisis has highlighted the existence of customers who have used financial products without
fully understanding them.

Stage of the Research

The analysis of specialized literature has emphasized the existence of two concepts
regarding financial skills: financial literacy and financial education.

The term financial literacy is used to highlight the level of knowledge and understanding of
the financial phenomenon by different categories of people, whereas financial education takes into
account the existing education programmes both within and outside the education system, through
which an increase in the level of financial literacy is generated.

The first survey, ”Survey on Financial Literacy Increase among High School Students,”
which supports the idea of financial literacy, was conducted in 1997 by Jump Start and
defines financial knowledge” as the the ability to use the necessary knowledge and skills to
effectively manage financial resources for life-long financial security.” (Hastings et al., 2013).

Financial literacy involves a person’s ability to make well-informed judgments and
make effective decisions about money usage and management. [...] People with financial
ability are able to make informed financial decisions, namely they can build budgets and
efficiently manage money, they can manage loans and debts, they can assess insurance and
protection needs, they can assess different risks and returns involved in various saving and
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investment options according to their abilities of understanding ethical, social, political and
environmental dimensions of finance” (Noctor et al., 1992 apud Kempson et al., 2005).
Evaluating the level of financial literacy envisages the answer to three questions that highlight
the ability to understand the terms of: compound interest, inflation, risk diversification
(Lusardi, Mitchell, 2014).

Financial literacy analysis targets at least two components: a quantitative component that
aims at determining the literacy level of different social groups, particularly young people, and a
qualitative component that considers the effect of financial literacy upon the economy.

The importance of a high level of financial literacy is demonstrated by Lusardi who
shows that a higher level of financial education has generated an increase in saving, especially
for those with a low education level (Lusardi, 2004). Moreover, the survey conducted by
questioning 114 pupils aged between 13 and 20 years who are beneficiaries of a curriculum
called "Money Talks” has raised the literacy level of young people, in terms of their level of
financial knowledge and behaviours (Varcoe et al, 2005).

Defining financial literacy as a priority axis of the OECD has made it possible, as of
2009, to attempt to develop a model that would allow the measurement of adult financial
literacy. The year 2010 brought forth the pilot study developed in 14 countries: Albania,
Armenia, the British Virgin Islands, the Czech Republic, Estonia, Germany, Hungary, Ireland,
Malaysia, Norway, Peru, Poland, South Africa and the UK.

The OECD appreciates education as a priority, that is why it has developed a PISA
programme that assesses the quality, efficiency and effectiveness of the education system,
namely the extent to which 15-year-olds have acquired key knowledge and core skills in order
to ensure participation in society life. In 2012, PISA tests also included elements to acquire
information on the literacy level of young people worldwide. The PISA test has been applied
in 34 OECD member states and 31 partner countries, and involved the questioning of 510,000
students aged 15-16. The results show that countries such as China - Shangai Province,
Belgium, Estonia, Australia, New Zealand and Poland have the highest financial literacy
rates, that 1 out of 10 students surveyed have proven the ability to solve financial matters:
analyzing financial products by highlighting transaction costs, balance in an account
statement, or the ability to understand the defining elements of the financial landscape. It is
noted that 15% of the students (participants in the survey) have a low level of performance
and the best situations indicate the students’ ability to distinguish between needs and wishes,
recognize financial documents, solve simple additions, subtractions, multiplications, they can
make the right decisions on daily expenses.

The analysis of financial literacy level (PISA in Focus, OECD, 2017) concerned 15
OECD member states, namely: provinces of China - Beijing, Shangai, Jiangsu - Gwangdong,
Russia, Belgium, provinces of Canada, the Netherlands, Australia, Italy, Poland, the USA,
Spain, Lithuania, Slovakia, Chile, Peru, Brazil.

It is noted that the issue of financial literacy has gained importance by including it in the
OECD document, the Height-Level Principle on National Strategies for Financial Education
conducted by G20 Leaders in 2012.

Financial Literacy around the World conducted by S&P in 2014 by interviewing
150,000 people in 140 countries is a picture of the financial literacy level in the world
economy. The survey started from the concept that a person can be regarded as financially
literate if they respond correctly to 3 of the 4 financial concepts evaluated: interest rate,
interest composition, inflation, and risk diversification. The data collected show a global
literacy level of 33%. The highest level of financial literacy (over 65%) was achieved by
countries such as Australia, Canada, Denmark, Finland, Germany, Israel, the Netherlands,
Norway, Sweden and the United Kingdom, where about 65% of adults have financial
knowledge.
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It is not surprising that financial literacy rates differ enormously between the major
advanced economies and the emerging economies in the world. On average, 55% of adults in
major advanced economies - Canada, France, Germany, Italy, Japan, the United Kingdom and
the United States — are financially educated. But even in those countries, financial literacy
rates vary a lot, from 37% in Italy to 68% in Canada. On the contrary, in the major emerging
economies - the so-called BRICS countries (Brazil, the Russian Federation, India, China and
South Africa) - on average, 28% of adults are financially educated. There are differences in
those countries, too, with rates ranging from 24% in India up to 42% in South Africa.

Financial literacy rates vary widely in the European Union, too. On average, 52% of
adults are financially educated. Thus, the highest financial literacy rates are reported by
Denmark, Germany, the Netherlands and Sweden, where at least 65% of adults have financial
knowledge, whereas in Southern Europe there are the lowest rates (Italy - 37%, Portugal 26
%). Financial literacy rates are also low in countries that have joined the EU since 2004,
namely Hungary (54%), Bulgaria and Cyprus (35%), Romania (22%). With such a score,
Romania ranks last in the European Union and as compared to all its neighbours (non-EU
countries): Ukraine (40%), Serbia (38%), the Republic of Moldova (27%).

Table 1. Financial literacy levels in G20 countries

Country Financial Financial Financial attitude | Financial literacy
knowledge behaviour average | average score | average score
average score | score (max 9) (max 5) (max 21)
(max 7)

Argentina 4.1 4.4 2.9 11.4

Brazil 43 4.6 3.1 12.1

Canada 4.9 6.2 3.5 14.6

China 4.7 6.2 3.1 14.1

France 4.9 6.7 32 14.9

Germany 4.8 5.8 3.2 13.8

India 3.7 5.6 2.6 11.9

Indonesia 3.9 5.7 3.7 13.4

Italy 3.5 4.4 3.1 11.0

Japan 34

Korea 4.9 5.8 32 13.9

Mexico 4.1 5.0 3.0 12.1

Russian 4.1 5.1 2.9 12.2

Federation

Saudi Arabia 39 5.6 0.1 9.6

South Africa 6.7 3.1

Turkey 4.6 4.6 3.1 12.5

UK 4.2 5.6 33 13.1

G20 average 4.3 5.4 3.0 12.7

The Netherlands 4.9 52 33 13.4

Norway 5.2 5.8 3.6 14.6

Source: G20/OECD INFE Report on adult financial literacy in G20 countries,
OECD 2017, p.67

A more detailed report was made in 2016 by analyzing the data provided by 30
countries, including 17 oecd member states (oecd, 2017). The survey conducted by
questioning 101,596 people pursued three important elements: financial knowledge, financial
behaviour and attitude towards long-term financial planning. The answers generated an
average score of 12.7 in participating countries providing comparable data on financial
literacy, given that the maximum score could be 21. France was evident with an average score
of 14.9, followed by canada and norway with 14.6, and china with 14.1. The lowest score was
in south africa, with the average financial literacy of 9.6.
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As far as the qualitative side of the analyzed phenomenon is concerned, namely the
influences of financial literacy and the factors generating financial literacy level, Potrich,
Vicrie and Kirch showed in a survey of 1,400 people from Rio Grande do Sol, Brazil, that an
individual’s level of financial literacy can be explained by a series of demographic or socio-
economic variables such as gender, education level, individual income and family income.
Those are factors with a direct influence on a family’s level of financial literacy. The survey
highlights that men who do not have financial dependents, with a high level of education and
with certain individual or family incomes are those who have a high level of financial literacy.

The existence of a high level of financial literacy can ensure a high level of financial
education. World Bank data show that globally, 55% of the surveyed subjects have proven
that they understand what a compound interest means, 61% have provided correct answers
regarding the effect of inflation on economies along time, whereas only 49% have given the
right answers on the notions of risk and risk diversification.

Published data show that the best results were obtained in Iceland, the Czech Republic
and Estonia. Financial education has been the subject of many papers, analyses, research in
terms of impacts on concrete issues. Research shows that financial education can ensure
financial inclusion, for example the results of the Global Financial Barometer of 2015 indicate
a cause-effect relationship between financial education and financial inclusion, with 32% of
respondents thinking that financial inclusion can be generated by proper financial education.

Financial education can be a solution to provide a connection between school and
economy while the time children spend in a store is two to three times higher than the time
they devote to reading, playing or individual activities. (McCormick M., 2009).

The potential effects of financial education are interesting and important from a policy
perspective. Thus, national policies should take account of both young people through
education programmes, and employers through training programmes that can be carried out
by them. Walstad, w.b., rebeck, k. And macdonald, r.a. (2010) conducted a survey of 800
people analyzing the effects of introducing financial education programmes for young people
by assessing them both before and after the introduction of a programme. In essence, the
survey involved dividing the young people into two groups, having approximately the same
level of financial education before the start of the experiment, a group of 673 people who
participated in financial education programmes and a control group of 127 people who did not
benefit from such programmes. The results indicated an increase in the financial knowledge
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of the people who had been involved in education programmes, but raised questions about the
relationship between teacher training and young people’s understanding of financial concepts.
The same results were highlighted by mitchell and lusardi who showed that education, in
terms of the level of training that a person accumulates, is not enough to have a financial
culture. The research conducted by analyzing the answers to the three questions that define
the level of financial literacy in four developed countries showed that there are well-educated
people who are not very skilled in terms of money (mitchell, and lusardi, 2015).

Regarding the influence of financial education on savings or pension plans, surveys show
that the level of financial education influences the level of savings or private pensions (miller et
al., 2014). Starting from the perception according to which personal savings are too low and the
effectiveness of pension systems and other fiscal policies is controversial, us politicians focused
on training programmes implemented by employers on topics related to financial issues. In 1995,
the us department of labour announced its intention to launch a “national pension education
programme designed to draw us workers’ attention to the importance of taking personal
responsibility for their pension security” (berg, 1995, p. 2). Additionally, the survey of 2,055
respondents aged between 30 and 48 showed that there is a higher level of accumulation, and also
a higher rate of participation in retirement plans, to the extent to which an employer ensures a
proper level of financial education (fernandes et al., 2013).

Financial Education Issue in Romania

Implementing some programmes aimed at ensuring financial skills in Romanian schools
is in support of the priorities that the European Union also considers, thinking that the
assurance of quality education is decisive for increasing the young people’s chances to
succeed in life (COM, 2017). The main areas where the European Union is taking action
envisage (COM 2017):

e Developing better and more favourable to inclusion schools;
e Supporting teachers and school headmasters in order to achieve excellent quality
of teaching and learning;
e Achieving better, fairer and more effective governance of education systems.
Including financial education subjects in school curricula can help achieve the first
goal, as young people and adults with financial literacy can make the right decisions in
everyday life.
Moreover, at European level, some basic principles have been identified that can
provide quality financial education services (COM; 2007):
¢ Ensuring lifelong financial education programmes;
e Developing programmes tailored to citizens’ needs;
e Developing economic and financial skills for school age young people;
e Including certain tools meant to improve financial knowledge in financial
education programmes;
e Achieving balanced, transparent and objective education by financial service
providers in compliance with consumer interests;
e Providing resources by financial trainers in order to generate effective and
reliable financial education programmes;
e C(Clearly defining the roles of all parties involved in the implementation of
financial training programmes;
e Providing financial education programmes to allow for the exchange of best
practices.

Romania’s financial literacy status means 123 out of 143 countries analyzed by S&P (in
terms of financial literacy) or a high level of Beckmann disparity (2013). The results are also
generated by the fact that Romania has not yet implemented a financial education strategy, as
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ensues from the OECD survey. Published data indicate the existence of 59 countries that
defined national strategies taking over the principles of financial education (OECD; 2015).

Table 2. Implementing national strategies for financial education at world level

Strategy status Number Countries and regions
of
countries
First strategy is revised or second 11 Australia; the Czech Republic; Japan; Malaysia; the
strategy bis being implemented Netherlands; New Zealand; Singapore; Slovakia; Spain; the
UK; the USA
First strategy is implemented 23 Armenia; Belgium; Brazil; Canada; Croatia; Denmark;

Estonia; Ghana; Hong Kong, China, India; Indonesia;
Ireland; Israel; Korea; Latvia; Morocco; Nigeria; Portugal;
the Russian Federation; Slovenia; South Africa; Sweden;

Turkey
First strategy design has been 25 Argentina; Chile; the People’s Republic of China Columbia;
created Costa Rica; El Salvador; France; Guatemala, Kenya;

Kyrgyzstan; Lebanon; Malawi; Mexico; Pakistan; Paraguay;
Peru; Poland; Romania; Saudi Arabia; Serbia; Tanzania;
Thailand; Uganda; Uruguay; Zambia

A strategy is being planned 3 Austria; The Former Yugoslav Republic of Macedonia;
Philippines; Ukraine; Zimbabwe

Source: National Strategies for financial education, OECD/INFE Policy Handbook, 2015, p.11

One can notice that we are still far from many countries, but it is worthwhile to mention
the introduction as of the school year 2017-2018 of a new module called financial-economic
and entrepreneurial education in Romania’s pre-university education system curriculum
(European Commission, 2016). Thus, in the gt grade, the Social Education - Economic and
Financial Education subject is oriented on the economic-financial and entrepreneurial
dimension of exerting citizenship (Annex No.2 to Order of the Minister of National Education
No. 3393/28 February 2017, Ministry of National Education) .

At the level of financial service providers, there are steps to improve literacy level, that
is to provide adequate financial education for young people. Thus, the NBR in partnership
with the Ministry of National Education have been running several financial education
support projects ever since 2009, regarding:

e Pupils — "Let’s Talk about Money and Banks”;
e Students - Open Day for Economics Students;
e Academic teachers - Academica.

Asf has conducted events that aimed at promoting the importance of financial
education and inclusion among young people within the global money week (gmk). Asf has
also created the asfromania.ro/edu platform with financial trening sessions for young people
and parents in areas such as capital market, insurance and pensions.

Financial education programmes are also provided by junior achievement with the
support of institutions that provide financial products or services such as: metropolitan life,
metlife foundation, raiffeisen bank, visa, google, payu, aursf or state institutions such as: the
ministry of national education, the national authority for consumer protection.

Romania’s ranking close to countries with at least an average level in the field of
financial education requires the reformation of the educational system, not only the
modification of a curricular area, and pupils must access the type of information that will train
their skills and abilities adapted and appropriate to the environment they belong to.
Assimilating it largely depends on the way of conveyance as modern pupils perform in
environments where they are less restricted in terms of learning, working or thinking. The
success of the finnish educational model is based on a structured and clear school curriculum,
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and also on a certain freedom of schools in choosing their approaching methods, creativity
development, major investments in teachers’ professional training and development
(robinson, 2015).

Conclusions

Developing quality educational services, adequate to the new requirements of
globalized economy imposes new approaches of teaching systems, new contents that can only
be ensured by promoting students’ creativity, innovation and involvement in the training -
education process.

The generation of young people (born between 1990 and 2000) defined as the millenias
generation is regarded as a paradoxical population namely: an educated generation with
exposure to diverse and complex financial services but faced with rather difficult career
development prospects.

Equally, developing financial skills of young people means opening educational units to
the practical world, to the real world, improving the relevance of curricula by creating and
developing partnerships with employers, by increasing young people’s creativity in
identifying solutions to real problems.

Young people need certain skills, abilities and knowledge to generate creative ideas and
the initiative to turn ideas into actions.
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