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What Works, What Doesnõt, and Whatõs Next?



Rapid Growth of Financial Products 

Ã Technology

Ã Financial Liberalization

Ã Government and 

Private Sector 

Initiatives

Source: https://ponnarasups.wordpress.com/category/deposit-collectors/



Financial Inclusion a Major Goal 

Ã 2 billion unbanked 

adults (2014 Global 

Findex)

Ã 2020 vision for 

Universal Financial 

Access

Source: https://www.washingtonpost.com/world/asia_pacific/india-

pushes-bank-accounts-for-the-poor-in-bid-to-share-benefits-of-economic-

growth/2014/10/17/62e153ff -e295-4dc7-80fa-

addf9db498ef_story.html?utm_term=.2f353c0e7ca6



Equipped to Make Optimal Choices?



Why Sub-Optimal Financial Choices?

Ã Not a user-friendly system ðfinancial products often 
complex and difficult to evaluate 

Ã Calculating interest rates (flat or declining; compounding)

Ã Anticipating liquidity needs, inflation, etc. 

Ã Comparing multi-dimensional products

Ã Inter-temporal trade-offs sometimes difficult

Ã Self control problems (Ashraf, Karlan and Yin, 2006)

Ã Other behavioral concerns: procrastination, òchanneló factors

Ã Lack of disclosure and transparency (Gineand Mazer, 2016)
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NPR: òPeople line up outside a bank to exchange old currency notes with new ones on November 10, 2016 in New Delhi India.ó

Shams Qari/ BarcroftMedia via Getty Images

Demand for Formal Finance Still Low



Can Financial Education Help?

Ã Compelling survey evidence from the developed world shows 
strong positive correlation. HHs with low financial education:

Ä Tend not to plan for retirement (Lusardi and Mitchell, 2007a) 

Ä Borrow at higher interest rates (Lusardi and Tufano, 2008; Stango and 
Zinman, 2006)

Ä Acquire fewer assets (Lusardi and Mitchell, 2007b)

Ä Participate less in the formal financial system (Alessie, Lusardi and van Rooij, 
2007; Hogarth and O.Donnell, 1999).

Ã Evidence from the developing world shows similar correlations (Cole, 
Sampson and Zia, 2011; Klapperand Lusardi, 2012)



Global Interest in Financial Education

Ã US: Presidentõs Advisory Council on Financial Literacy

Ã Brazil: National Strategy for Financial Education 

Ã India: RBI has established Financial Literacy and Credit 
Counseling Centers

Ã International and Private organizations:

ÄWorld Bank: $15 Million Russia Financial Literacy Trust Fund

ÄOECD: Principles on financial literacy

ÄCiti Foundation: 10-year $200 Million global program on 
financial education in 65 countries



Theory of Change

Financial Education Intervention 

Improvement in Financial Knowledge

Improvement in Financial Behavior



Causal Evidence

Ã Survey-based inference is difficult:

ÄEndogeneity

ÄUnobserved factors

Ã Observational evidence mixed: 

ÄBernheim, et. al.(2003) find some effect

ÄCole and Shastri(2010) find no effect



Initial Experimental Evidence



Initial Experimental Evidence

Ã Precisely estimated zeroaverage effect on savings 
accounts in Indonesia (Cole, Sampson, and Zia, 2011)

Ã Even modest effects tend to dissipate over time (Fernandes 
et al., 2013)

Ã Interest and participation in adult financial education 
workshops tends to be low (Bruhn, Ibarra, and McKenzie, 
2014)

Ã Sessions tend to be short duration and variance across 
studies fairly high (Miller et al., 2015)
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Challenges for Financial Education 

Evaluation

Ã Behaviors difficult to change:

ÄOther constraints might bind

ÄBehavioral biases difficult to overcome

Ã Generic courses may not be relevant, interesting or 
informative to individuals

Ã Skilled and engaging educators difficult to find

ÃDifficult to change òstickyó behavior, especially in short 
classroom sessions



The Next Wave of Evaluations

Ã New avenues of financial education research:

Ä Targeting Youth

Ä Exploiting òTeachable Momentsó

Ä Innovating Mode of Delivery

Ä Personalizing Content

Ä Incorporating Behavioral Channels

Ä Combination Therapy



Targeting Youth

Ã Good early habits likely to benefit future financial 
decisions

Ã School-aged youth are primed to learn and hence 
easier to teach

Ã Opportunity for repeated exposure and practice

Ã Trickle-up impacts on households



Brazil High School Study

Ã RCT of financial education curriculum in 892 schools in 
6 states in Brazil (Bruhn, et al. 2016)

Ã Schools randomly assigned:

ÄTreatment group received financial education text books 
and teacher training

ÄControl group

Ã Follow-ups: 

ÄAfter one semester

ÄAfter three semesters (17 months) 



Tracking Financial Commitments

22



Making Professional Choices

23



Making Consumption Choices

24



Planning for a Party

25



Positive Impact on Financial Proficiency
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Follow-up 2 data
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Percentage of Students who Save
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Percentage of Income Saved
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Way Too Happy Teachers and 

Students



Some Cautionary Evidence

Ã Students more likely to purchase items on expensive 

credit

Ã Students more likely to be behind on payments

Ã Longer follow-up needed to assess complete welfare 

effect



Targeting Teachable Moments

Ã Perhaps financial education can be most effective 

when the lessons can be implemented and used 

immediately

Ã A clear example of this is the time of migration

Ã Possible complementarities if both sender and 

receiver trained



Indonesia Migrant Worker Study

Ã Financial education study with 400 migrant workers 

(Doi, McKenzie, and Zia, 2014)

Ã RCT with four arms:

ÄMigrant only

ÄMain remittance receiver only

ÄBoth together

ÄControl group




