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A GLOBAL VIEW ON FINANCIAL EDUCATION

Elemér Tertdk'

ABSTRACT

Financial education has increasingly gained momentum globally over the past
two decades as the means of financial inclusion, i.e., to strengthen access to finan-
cial services, to increase equal opportunities, and to improve consumers’ wellbe-
ing and the stability of financial systems. Financial education was first perceived
by big politics in the 1990s, while it has been receiving wide political support since
the 2007-2008 global fiscal crisis. First, the study gives an overview of the history
of financial education describing the main steps of its development. Then, it re-
views its different forms, its effective implementation and the interactions of edu-
cation and regulations. It presents the major debates related to financial educa-
tion, such as the relationship of education and advisory activity, or education and
regulations as well as the impact of financial education on personal autonomy.

JEL codes: A20, D14, D19, D83, Do1, G41, G53, N20, N7

Keywords: financial education, financial literacy, effectiveness, and costs of finan-
cial education

1 INTRODUCTION

Financial education has increasingly gained momentum globally over the past
two decades as the means of financial inclusion, i.e., to strengthen access to finan-
cial services, to increase equal opportunities, and to improve consumers’ wellbe-
ing and the stability of financial systems. Financial education was first perceived
by big politics in the 1990s, while it has been receiving wide political support since
the 2007-2008 global fiscal crisis.

Why such interest? In 2020 the Organisation of Economic Co-operation and
Development (OECD) surveyed financial knowledge in twenty-six countries on
three continents — Asia, Europe, and Latin America - including 12 OECD coun-
tries (OECD-INFE, 2020). Basic financial skills, behaviour and attitudes were
surveyed using the uniform scoring methodology of OECD/INFE. Based on
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the answers processed, the standard of financial literacy was fairly low in all 26
countries. Individuals in the total sample reached 12.7 points on average, which is
slightly less than 61% of the maximum score for financial literacy. The average of
the OECD countries in the survey was only a little higher at 13.0 points (62% of the
maximum). Hong Kong (China) reached the highest scores - 14.8 points or 71% of
the maximum, while Italy fared the worst with 11.1 points or 53% of the maximum.
The rest of the countries reached 12 to 14 points. (See Figure 1).

Figure 1
Financial literacy scores
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Note: The content of the survey was narrower in the countries marked with* - as indicated on the
Figure.
Source: OECD, 2020

Categorising the responses by age groups, young people (aged 18-29) appear to
have lower financial literacy and financial attitude scores and their financial be-
haviour was less prudent in all the countries. The category of the middle-aged
(aged 30-59) reached much higher scores in financial culture and its components.
Disregarding a few exceptions, the elderly (aged 60+) had a lower standard of fi-
nancial knowledge, and their financial behaviour was also less prudent.

Respondents who used digital devices or services had consistently and signifi-
cantly, higher financial literacy, knowledge, behaviour and well-being scores. This
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indicates that the intensive use of digital financial services suggests the presence
of a higher standard of financial knowledge and a more prudent pattern of finan-
cial behaviour, which is implicit proof of the importance of financial education.

Finally, the survey showed that individuals with savings equal to at least three
months of income reached, without exception, significantly higher scores in all
areas than those who did not have such savings. This observation supports the im-
portance of financial awareness financial education has a key part in development.

One remarkable lesson of the survey is that the standard of financial literacy is,
above a threshold value, interrelated to the level of economic development. On the
other hand, the standard of financial literacy proved to be lower than desirable in
all countries without exception, so there is (would be) room for financial educa-
tion everywhere (see Figure 2).

Figure 2
GDP Per Capita and Financial Literacy
High economic development tied to high financial literacy
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Notwithstanding the above, the social usefulness of financial education is a con-
troversial issue. An article in The Economist (The Economist, 2008b) drew atten-
tion that there are views according to which the promotion of financial literacy
does more harm than good. Representatives of such views, argue that there is
no empirical proof to support that intensive financial education could prevent
any poor financial decisions, financial panic, or that it could protect people from
financial fraud. They advise, based on cost-benefit analysis, that stricter financial
regulations and measures of consumer protection or free personal financial advi-
sory services in some cases would provide more social benefits than mandatory
teaching of financial knowledge or efforts in adult education.
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Objective analysts in the subject generally acknowledge that research to date
has indeed not demonstrated a strong causal link between financial education
and higher financial literacy, as well as more appropriate financial behaviour
and more favourable financial situation of households. However, in their opin-
ion, this does not justify the redundancy of financial education, as the reason
for the moderate effectiveness rather is that not only the knowledge acquired in
the framework of education plays a role in making financial decisions, but also
several individual factors, e.g. psychological cause, emotional motive, or impres-
sions, as well as other factors that are difficult to quantify, such as social customs,
norms and traditions. These factors are dealt with in a relatively young field of
study, behavioural finance.

Despite the doubts, there is an intensive drive all over the world to expand finan-
cial education and to make it more effective. At present many governments and
social organisations are engaged in developing financial education, as you can see
on the OECD International Network for Financial Education (INFE) website.?
A large group of experts have come to be convinced that most people will make
better financial decisions, focus more on self-care and accumulate higher safety
reserves in a crisis whether or not they have received proper financial education.
In addition, the advocates of financial education underline previous studies on
effectiveness have mostly focused on cost-benefit analyses but have failed to con-
sider the findings of behavioural finance or to include the impact mechanism of
social media knowingly influencing their followers, which act side by side with
financial education. The latter is particularly interesting. According to the latest
studies on the effectiveness of financial education, financial training by popular
influencers on social media targeting certain groups has resulted in measurable
improvement in the financial position of participating households. In addition, it
has helped the transition to digital banking spreading fast since 2010 as it gained
importance due to the corona virus outbreak in 2020.

Next, the paper provides an overview of the history of financial education, then it
goes into detail to discuss certain issues of the effectiveness of financial education
and its different international aspects. This thematic issue of Economy and Fi-
nance carries three more papers on the position of financial education in the Eu-
ropean Union,’ which together with this study, supplement each other to provide
an insight into the topical tasks of this important issue and advise further to-dos.

2 https://www.oecd.org/financial/education/. The Hungarian government strategy {12} was elabo-
rated in 2017 (NGM, 2017).

3 Seearticles in this special issue KOvAcs—NAGY (2022), KOVACs-PAszTOR (2022), NEMETH (2022).
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2 THE HISTORY OF FINANCIAL EDUCATION

A review of the development of financial culture shows no changes had occurred
in teaching financial knowledge from the Middle Ages to early in the 19th century.

Although different societies had known and used money even before AD, the his-
tory of teaching financial skills and financial inclusion is only slightly longer than
two hundred years. That, naturally, does not mean people had had no knowledge
about money earlier, but their knowledge had been limited to money as a means
of trade; since most people had been using coins mostly for that purpose in eve-
ryday life.

By the beginning of the fifth century, the economy of Western Europe had
slowed down in terms of economy and money characterised by limited volumes
of barter and little money circulation. Although people did use coins in that pe-
riod too, practically no money was circulated. Settlements among people usually
took the form of payment in kind, even if coins were handed over as part of the
settlement. The thinkers of the Middle Ages including Saint Thomas Aquinas
had reservations about the process of products turning into traded goods. They
were in particular opposed to the sale and purchase of money as a commodity,
while the lending of money for usury (interest) was outright a crime.* Because
of the subordinated role of money during feudalism, no area of economic life re-
quired mathematical skills since the primitive industry or trade associated with
the primitive agriculture of the period could often do even without the four basic
operations. In this era, some computational knowledge was needed only to per-
form the simplest basic measurement and calculation tasks; scales and spread-
sheets were used as aids’

The transition from a feudal farming society to industrial capitalism was char-
acterised by migration from the countryside and the dissolution of large families
of three to five generations living together and working in family cooperation.
The industrial revolution, the fast growth of the number of city dwellers, the ap-
pearance of wageworkers and pauperisation, etc., had triggered changes in the
use of money that required more than simple basic skills. For instance, the barter
of goods and services was replaced by a settlement in money. Settling expenses
because of daily needs got separated from weekly or monthly wages payments,
so short-term loans appeared. Because of such changes, money started to have its

4 See for example KovAcs LEVENTE (2018): Gazdasdgetika és jovékép [Economic ethics and vision].
Credo, 24(1-2), 9-99.

5 SAIN MARTON (1986): Nincs kiralyi ut! Matematikatorténet [There is no royal road! History of
mathematics]. Budapest, Gondolat, 433-467.
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own life as a means of payment. Time was also a crucial factor, so interest calcula-
tions became necessary. In addition, as the traditional multi-generation family
structure dissolved, self-care had to be arranged both for illness and old age.

Philanthropes were the first to suggest that poor city dwellers, whose number
was growing fast, should be educated to save, and encouraged for self-care so that
their material position could improve, and they should accumulate some safety
reserves for unexpected events. Such ideas of social policy gave birth to savings
banks. The first saving banks were established at the end of the 18th century in
Germany (Hamburg, 1778), Switzerland (Bern, 1787) and England by philan-
thropes and charity associations engaged in philanthropy.® They were followed by
saving banks set up by cities and towns. These were complemented slightly later
by savings cooperates in the villages and cities, and soon they did not only collect
deposits among their clients and members but also granted loans occasionally. In
addition, they also considered educating workers to be thrifty as their important
mission. By the end of the 19th century, even school children had been encour-
aged to save even tiny amounts regularly, educating them in this way that thrifti-
ness is a virtue.

The economic weight and importance of the population saving and prudently
managing money continually increased in the 19th century, so more organisa-
tions and institutions embraced the issue of educating people to save. World War I
and the economic crisis in the post-war years, however, led to major breaks in that
development. Hyper-inflation mainly in the defeated countries devalued earlier
savings and reduced people’s ability to save too. However, recovery starting in the
mid-1920s allowed individual savings again. To promote it, the First International
Thrift Congress suggested in 1924 that World Thrift Day should be held each year
in the last week of October. At the beginning, the event served to popularise the
idea of savings. World Thrift Day has lost its significance by now in some of the
initiating countries, but it continues to play a part in most emerging countries
in strengthening self-care and reflecting the importance of financial education.

After World War 11, in addition to the growing importance of self-care, the issue
of financial literacy gained more attention, because global financial markets and
the products traded there have become increasingly sophisticated. A technical
revolution took place in the field of financial services leading to the need of broad-
ening financial inclusion. At that time satisfying housing needs and supplying
households with durable consumer goods increasingly depended on households’

6 HELLER FARKAS (1947): Kozgazdasagtan [Economics], Volume 2, p. 61. The first savings bank
named Erste Osterreichische Spar-Casse was established in the form of an association in Austria
in 1819. Initiated by Andrds Fdy, the first Hungarian savings bank named Pesti Hazai Elsé Ta-
karékpénztar was established in 1839 in the form of an association.
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borrowing. Because of this, more and more government agencies had recognised
by the ‘9os that youth needed to receive serious financial education so that they
could make prudent decisions as adults on issues such as obtaining their own
flats or selecting a pension scheme. At the same time, most students completed
their education with almost no insight into finances or the operation of a finan-
cial system. Whether they continued their studies or took a job, they had to make
important financial decisions that would define their financial circumstances
eventually.

Having recognised this paradox, over 150 corporate, academic, public and gov-
ernment organisations in the United States established the Jumpstart Coalition in
1997. Members made a joint motion to have the importance of financial education
recognised and introduced. They also decided to develop the necessary curricula
and to provide sources for operation’ Ever since its establishment, Jumpstart has
been commissioning surveys regarding the literacy level of high school senior
students. According to the first comprehensive survey made in 2005, the average
score of respondents was only 52% on the US grading scale. A mere 16% of the
students took part in at least one full course on personal finances.

In October 2002 the US Treasury published a White Paper on incorporating fi-
nancial education into school curricula.® In it, it emphasised the importance of
building financial knowledge into the curricula of maths and reading/civics. The
Fair and Accurate Credit Transactions Act (FACTA) adopted in December 2003
also played an important part. Although its primary goal was the protection of
consumers in credit information systems, chapter five of the Act, “Financial Lit-
eracy and Education Improvement” included important provisions on improving
financial literacy and education? By the Act, the Secretary of the Treasury has
been appointed to chair the Financial Literacy and Education Commission. It
also tasked the Treasury to promote financial literacy in a joint effort with nine-
teen federal departments and supervisory authorities built on the cooperation of
the government and private sectors.

7 https://www.jumpstart.org/who-we-are/about/history/

8 United States Department of the Treasury (2002): Integrating Financial Education into School
Curricula: Giving America’s Youth the Educational Foundation for Making Effective Financial
Decisions throughout Their Lives by Teaching Financial Concepts as Part of Math and Reading
Curricula in Elementary, Middle, and High Schools. A White Paper, Office of Financial Educa-
tion, Washington, DC., October 2002.

9 https://www.govinfo.gov/content/pkg/PLAW-108publis9/html/PLAW-108publisg.htm.
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Next, President George W. Bush established the President’s Advisory Council on
Financial Literacy on 22 January 2008.* The Council advised the president on
how financial knowledge and skills of youth at school and of adults at workplace
or residence can be improved and how consumer protection can be strengthened.
Members of the Council included representatives of universities, foundations
and corporates that are engaged in some form of regular financial education. In
2013 President Barack Obama modified the tasks and composition of the advisory
council focusing on the issues of youth education. After submitting their recom-
mendations, the mandate of the Advisory Council ended in June 2015.

As it can be seen from the summary above, the issues of financial education have
been given attention for quite a long time in the United States. This is explained
by the emergence of a capital market-dominated financial system in the United
States (and several other English-speaking countries), where the prevailing model
for regulating lending, insurance and investment products is based on strict pub-
lic information obligations for service providers and free choice for consumers.
This regulatory model is based on the assumption of “homo economicus™, ac-
cording to which a person has a rational, clear system of preferences, based on
which he can sort out his choices, from which he chooses what is “most advanta-
geous”, i.e, brings the greatest benefit, through profit maximisation. However, as
different financial products have become highly sophisticated, it has also become
clear that common consumers are unable to understand them in all detail, which
may lead to grave social and economic consequences in time. Because of this, po-
litical decision-makers declared the education of financial skills to be a key com-
ponent in the regulatory model based on issuers’ disclosure obligation. According
to the intentions of political decision makers, education will make consumers
‘responsible’ and ‘decisive’ actors on the market, who are not only motivated but
are also able to make responsible financial decisions affecting their wellbeing. The
objective is to educate consumers so that they could manage their loans, insur-
ance and pension planning affairs having the confidence to find their way among
the rich variety of offers by competing service providers.

It is an attractive vision, as competition on the side of suppliers and free choice
on the side of demand is - in theory - a promise of consumer wellbeing. How-
ever, real life has confirmed the belief in the usefulness of financial education
has limitations. It is partly because fast changes occur on the finance market,

10 White House (2008): President Bush Announces President’s Advisory Council on Financial
Literacy, January 22, https://georgewbush-whitehouse.archives.gov/news/releases/2008/01/im-
ages/20080122-7_po12208sc-0321-515h.html.

11 Cf. JaMEs CHEN (2021): What Is Homo Economicus?, Investopedia, https://www.investopedia.
com/terms/h/homoeconomicus.asp
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which continuously widens the gap between consumers’ knowledge and the skills
needed to grasp complex, non-standardised financial products. The gap is further
increased by service providers’ ability to influence consumers; the asymmetry
of information and knowledge between the teachers of financial skills and the
experts of service providers and finally the cognitive dissonance experienced dur-
ing financial decision making.

In addition to emphasising the importance of financial skills, response measures
to the 2008 global financial crisis expanded the scope of regulations in the finan-
cial sector and increased its dimension and detailed content. Although there is
general consent regarding the necessity of regulation, there are major differences
in opinion whether the increase of the complexity of regulatory activity over the
past years has been really necessary. As banking and capital market regulations
become more complex, their transparency suffers, the danger of regulatory arbi-
trage increases, while it burdens regulatory resources and financial institutions
alike, which results in the noticeable increase of operational expenses. Further,
extremely complex regulations contribute, paradoxically, to the increase of sys-
temic risk. Firstly, the dense web of regulations gives the illusion of a highly con-
trolled overall system, while its Byzantine nature facilitates and makes regulatory
bodies’ thwarting them pay off. Secondly, because “over-sophisticated” regula-
tory systems are in most cases incapable of managing the “unknown unknown”.”
And thirdly, because in case risks occur, the wide range and combinations of
regulatory tools may result in complex measures difficult to understand, which
will hamper the accountability of regulators and supervisory bodies. Finally, the
complexity of regulations may trigger the transfer of risks to entities outside the
scope of regulators, such as the national budget, while it will at the same time
“relieve” consumers from knowing and comprehending the rules or take respon-
sibility for their bad personal decisions.”

As it can be seen later in the paper, a major dilemma has appeared in the United
States (and other English-speaking countries), i.e., how the security of the finan-
cial system and consumers’ responsibility can be balanced in a socially effective
way. Who should accept responsibility and to what extent for system security and
consumer decisions? Do people want to live in a society where average consum-
ers must find their way in the continually changing world of financial products

12 The term “the unknown unknown” is a famous quote from an address given by former US Secre-
tary of Defense Donald H. Rumsfeld (1932-2021): “As we know there are known knowns. There are
things we know we know. We also know there are known unknowns. That is to say, we know there
are some things we do not know. But there are also unknown unknowns - the ones we don’t know
we don’t know.” February 12, 2002, https://en.wikipedia.org/wiki/There_are_known_knowns.

13 See for example GaI et al., 2019.

27


https://en.wikipedia.org/wiki/There_are_known_knowns

28

ELEMER TERTAK

armed only with their knowledge gained through education? Is financial educa-
tion able to dispose of the non-rational factors of financial decision making? And
whether consumers want to live in a society where law and authorised institutions
“collectivise” the detrimental consequences of their decisions based on decisions
they have no say in. Will it eventually not mean a grave intrusion into people’s
private life and the reduction of personal autonomy? So many questions you can-
not offer easy answers to.

In other countries of the world, where the financial system is banking-based, the
protection of people as consumers — unlike in English-speaking countries - is
implemented through regulations, while their pensions are secured mainly by
government entities. Thus, the part played by financial education does not seem
to be as important as in the United States. On the other hand, the individual right
to and responsibility for decision making cannot be restricted in those countries
either. So, despite legal, institutional, and cultural differences, teaching financial
skills has become increasingly important and urgent also there. It is all the truer
as surveys made on the standard of people’s financial skills in those countries
have produced similar findings as in the United States. The survey referred to in
the first footnote is proof for this.

Considering the deficiencies of financial knowledge and the similarity of the
tasks aimed to eliminate them, the Organisation for Economic Co-operation
and Development (OECD) launched a comprehensive international project never
seen before to promote the education of financial knowledge. Under it, the OECD
recommended that the Member States should start teaching financial skills at
schools as early as possible. Children can acquire the knowledge and skills neces-
sary for responsible financial behaviour from an early age if those are integrated
into the curriculum. It is important for two reasons: on the one hand, many par-
ents all over the world are not properly prepared to instruct their children about
the smart use of money, as their standard of financial knowledge is quite low as
well. On the other hand, children do meet issues of money management begin-
ning from their school years, since they receive pocket money, sometimes even a
co-card from their parents regularly, while most young people at high school have
money from their earnings.

In March 2008, the OECD established its International Network on Financial
Education (INFE) to support the Member States and other countries joining the
network in developing and implementing national strategies of financial educa-
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tion programmes as well as in creating innovative methodologies to improve the
financial literacy of the population.'

INFE currently has 270 public institutions among its members from the 34 OECD
Member States and 96 other countries. An advisory body oversees the work of the
network. Working groups within the network are currently addressing four key
policy areas related to financial education:

1. Standard setting, implementation and evaluation

2. Financial education and the impact of digitisation

3. Financial education in the workplace

4. 'The impact of ageing populations and the needs of older consumers.

The OECD/INFE also continues to develop and promote outputs from previous
working groups, including core competencies for financial literacy; financial edu-
cation for micro, small and medium-sized enterprises; financial education for fi-
nancial inclusion; national strategies for financial education; financial education
for youth and in school and for women; financial education for long-term savings
and investments; and financial literacy measurement.

The European Commission published a White Paper on Financial Services Pol-
icy (2005-2010) at the end of 2005. Among others, it laid down that the transpar-
ency and comparability of financial products must be enhanced, and consumers
must be assisted to have a better understanding of such products. The standard of
financial skills is important for the EU for three reasons:

1) Because the population is ageing fast, the burden on traditional pension
schemes can only be eased if self-care gains momentum, which can only be
reached if financial knowledge is higher.

2) Mortgage loans make up most of the total loan portfolio of households in the
Eurozone. Understanding the consequences of indebtedness is particularly
important for young households, first homeowners and low-income groups,
which requires proper financial skills.

3) The lack of financial literacy has proved to hinder the fight against poverty,
inequality, social exclusion, and upward mobility.

The policy recommendations and programmes of the European Commission
promote the improvement of financial culture beginning from school-age via
programmes matching the specific needs of youth, women, and low-income social
groups. Further, they intend to provide specialised financial education to people

14 https://www.oecd.org/financial/education/oecd-international-network-on-financial-education.
htm.
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facing high impact financial decisions, such as a first home loan or a student loan,
or the selection of a retirement savings scheme.

In a joint effort with the OECD, the Commission launched its online adult edu-
cation programme DOLCETA (,,Developing On-Line Consumer Education and
Training for Adults”) in December 2003. Under the programme, experts from
the Member States have developed eight modules covering areas such as financial
knowledge, consumer rights, sustainable consumption, and product safety. The
main objective of the project was to call the attention of European citizens to
their rights and how to exercise them. The project did not only target the public
at large but also teachers and NGOs providing financial education by offering
information and teaching materials. Over the years, the website has grown into a
several thousand-page-long encyclopaedias with well-known experts of the topic
among its authors. Considering the prohibitive costs of upgrading and maintain-
ing the project, the Commission decided in 2013 to end DOLCETA and to replace
it with “ConsumerClassroom.eu”. The new project focuses to improve the profes-
sional skills of high school teachers engaged in financial education for the 12-18
age group and promotes the exchange of teaching materials rather than providing
consumers with direct information.

In September 2020, the Commission (more exactly, the Directorates-General
for Financial Stability, Financial Services and Capital Markets Union) marked
the improvement of financial literacy as a key task in the action plan of the EU
Capital Markets Union (CMU).5 The Commission is to prepare and develop the
relevant project jointly with INFE. The new framework for reference is based on
the framework of INFE basic competencies on youth financial knowledge and
the G20/OECD adult financial literacy and covers all issues related to sustainable
finance. The new EU Framework of Reference aims to create a common terminol-
ogy and framework for the EU to develop policies and programmes related to
financial knowledge, to identify the shortcomings of supply and to apply uniform
assessment, measuring and evaluation methodology.

To complement and promote the European Commission’s efforts for improving
financial literacy, a group of nine European interest representations and educa-
tional organisations established the European Platform for Financial Education
in February 2017 as an associate member of FINE. The objective of the initiative is
to drive the demand for financial education in Europe particularly among youth
and entrepreneurs. The founding partners of the Platform include Better Finance
representing investors and savers, CFA Institute training investment specialists,

15 https://ec.europa.eu/info/business-economy-euro/banking-and-finance/consumer-finance-
and-payments/financial-literacy_hu.
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the association EUROCHAMBRES of European Chambers of Commerce and
Industry, the European Banking Federation (EBF) representing private banks,
the European Banking Training Network (EBTN), the European Fund and As-
set Management Association (EFAMA), the European Microfinancing Network
(EMN), Insurance Europe of private insurance companies and JA Europe, pro-
vider of education programmes for entrepreneurs. The founders agreed to join
forces to promote the improvement of financial literacy in Europe. The platform
is a venue for exchanging ideas, information and experience and arranges confer-
ences on how the European Union can play a leading part in the improvement
of financial culture. The platform will support its members in coordinating their
participation in European initiatives to make use of potential synergies and to
avoid duplication.

The United Nations Organisation also recognised financial education and fi-
nancial inclusion as important tasks in 2009. Her Majesty Queen Mdxima has
served as the United Nations Secretary-General” Special Advocate for Inclusive
Finance for Development (UNSGSA) since 2009. In this capacity, she advises the
Secretary-General and is a leading global voice on advancing universal access to
affordable, effective, and safe financial services including low-income groups and
the SME sector.”® According to the World Bank database Findex,”in 2017 about 1.7
billion adults, i.e., half of the total adult global population had no access to finan-
cial services by regulated financial institutions such as bank accounts, insurance,
or loans. While 94 per cent of adults hold accounts with some financial institution
in developed economies, only 54 per cent of adults hold accounts in developing
countries. According to the UNSGSA, access to financial services and obtain-
ing the knowledge necessary for their use is vital to create sustainable economic
growth, to create jobs and to promote people’s personal and social development.

At their Pittsburgh meeting in September 2009, the Heads of State and Govern-
ment of G20 countries decided to establish the G-20 financial inclusion expert
group in collaboration with the Consultative Group to Assist the Poor (CGAP)*®,
the International Finance Company (IFC) and other international organisations.
Promoting the spread of financial literacy is one of the key tasks of the group.
At their Seoul Summit in 2010, they marked financial integration as a key pil-
lar of the global development agenda and endorsed the Financial Inclusion Ac-
tion (FIAP) of G-20. A few months later the Global Partnership for Financial

16 https://www.unsgsa.org/
17 https://globalfindex.worldbank.org/

18 CGAP is a global partnership of more than 30 of the world’s leading development banks, agencies
and foundations based in Washington.
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Inclusion (GPFI) started operation for the global promotion of financial integra-
tion. The GPFI is an inclusive platform for G2o member states, non-G20 coun-
tries and other stakeholders to implement the agenda of financial inclusion. The
activities of GPFI are divided by priorities, action fields and performances; the
organisation relies on support from its implementing partners to reach its goals.
Its main action fields include helping draft the provisions promoting financial
inclusion for individuals as well as micro-, small, and medium-sized enterprises,
and monitoring the results achieved in the reduction of international transfer
costs to the level internationally targeted. In addition, GPFI is a promoter for
the development of financial education policies, it recommends measures and
principles for spreading financial skills related to financial services particularly
digital services and to strengthen the protection of consumers of such services.
Her Majesty Queen Mdxima of the Netherlands as the United Nations Secretary-
General’ Special Advocate for Inclusive Finance has been the honorary patron of
GPFI since June 2011. Two co-chairpersons appointed by the G-20 member states
are responsible for leading and coordinating the work programme and activities
of GPFI, who collaborate with the board of G20, the GPFI ‘troika” (previous, cur-
rent, and future co-chairpersons) and all GPFI members.”

The restrictions due to the coronavirus pandemic in early 2020 and the acceler-
ated progress of digitisation of the financial markets since the pandemic pose new
challenges in financial education. Several governments have transferred the mes-
sages and programmes of financial education to online channels or other digital
devices. Because of the restrictions due to the pandemic, digital transmission has
been the only way for national authorities to forward messages of financial in-
formation and education to their citizens, particularly to people facing financial
difficulties. A survey made by OECD/INFE in September 2020 has proved most
countries and authorities have been making successful efforts to transfer finan-
cial education to the internet at the time of the coronavirus pandemic, which
channel may continue to be used after the end of the pandemic.

As much as it was welcome that cash-free payments, which proliferated because of
the boom of e-commerce, could be undisturbed despite the inevitable restrictions
due to the Corona Virus pandemic, it was noticed with regret that the numbers
of financial fraud attempted and conducted on the Internet also surged. The chal-
lenge was to make consumers including the most vulnerable ones understand the
risks of using digital financial services side by side with their advantages; and to
teach them to manage online transactions safely by recognising the signs of fi-

19 https://www.bancaditalia.it/focus/g20-2021/temi-gruppi/gpfi/index.html?com.dotmarketing.
htmlpage.language=1.
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nancial fraud and abuse. For instance, European countries made use of the entire
range of communication channels (websites, social media, web and TV informa-
tion campaigns, online financial literacy days/weeks, etc) to speak about topical
financial issues consumers could face in their everyday life, to call their atten-
tion to legal changes directly affecting household finances and to protection from
cybercrime. Such initiatives mostly targeted people who were not regular actors
on money markets or were too young to have experience or the elderly who had
recently switched to the use of digital devices due to the pandemic. In addition to
providing information, the channels also served consumer protection by offering
easy-to-understand comparisons of available financial products.

During the epidemic, trading in cryptocurrencies also received a lot of attention
in financial education and consumer protection. When the price of Bitcoin rose to
a historic high of more than $ 60,000 shortly after the outbreak of the coronavirus
in April 2021, many began to take a keen interest in investing in this cryptocur-
rency, perhaps thinking that if they did not enter now, there would be a great
opportunity they may miss. By November 2021, more than 79 million people had
created custom Bitcoin wallets on Blockchain.com, allowing them to purchase
Bitcoin. This is about 31% more than a year earlier.> Interest has been heightened
by the fact that analysts have predicted that cryptocurrencies will become a per-
manent feature of the digital financial environment, while many online brokers
and exchange platforms have tried to advertise and promote clients. to win to
invest in cryptocurrencies. But no matter how witty the innovation behind Bit-
coin, the blockchain is, no matter how much cryptocurrency is attractive, and no
matter how much promoters and investors have spent promoting cryptocurrency
trading, cryptocurrencies and instability remain inseparable.” Analysts’ views
are divided: there are those who envision a complete collapse of the Bitcoin mar-
ket, but some envision an exchange rate above $ 100,000. In the midst of such a

20 JosH HOWARTH (2022): How Many People Own Bitcoin? 95 Blockchain Statistics, https://explod-
ingtopics.com/blog/blockchain-stats.

21 Because there is no economic background behind bitcoin in the classical sense, money does not
have many important functions. The value of bitcoin always depends on the value that crypto
money believers attach to it, i.e. the whole is based on completely subjective judgments. However,
according to a study, there are 5 million of the 19 million coins already in circulation on 10,000
Bitcoin accounts, meaning that the market for this cryptocurrency is highly concentrated, and
therefore the direction of exchange rate movements is determined by the mood of a fraction of
the owners. As a result, a common feature of bitcoin exchange rate fluctuations is that they show
extreme stock market fluctuations: the value of a bitcoin can rise or fall tremendously in weeks,
months, or even days. The roller coaster of the Bitcoin exchange rate raced steeply up again from
a low of $ 30,000 in the summer after the spring peak in 2021, reaching a record high of over s
67,000 in early November. This was followed by the fall of January 2022, which was largely trig-
gered by the political unrest in Kazakhstan and the accompanying internet shutdown.
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contradictory outlook, the average retail investor should not be advised to invest
other than with due diligence, that is, to invest no more than the loss that they
can still tolerate.

As can be seen from the historical review, the government-level engagement in
financial education looks back on a short history of just over three decades. The
number of governmental and inter-governmental international efforts to pro-
mote financial education have increased following the 2008 global fiscal crisis. At
present, almost all international organisations dealing with issues of the economy
as well different countries regard the promotion of financial inclusion and finan-
cial education as their task in some form. Viewed from a historical perspective,
government-level efforts are still in an initial stage. That and the little practical
experience are the reasons why the opinions on the effectiveness and usefulness of
financial education often contradict each other. No consensus has been reached yet
by opposite views.

3 EXPENSES OF EFFECTIVE FINANCIAL EDUCATION

The effectiveness of an educational system is usually measured by comparing the
material and human resources used and their rate of utilisation. It is the same
for financial education. Although knowledge transfer is usually made by supple-
menting existing curricula and teaching materials using the available teaching
staff and educational infrastructure, additional resources are needed (e.g., exten-
sion teacher training, additional teaching material and teaching aids, etc). The ex-
tent of expenditure and their international comparison is no problem since there
is a uniform approach on accounting at par value and the content of the categories
used. On the other hand, there is no tried and proven methodology to measure
how effective financial education is. > It is easy to realise even for people who are
not experts in educational economics that it is difficult to identify what you can
deem the “benefit” of financial education and how you can measure it or express
it in terms of money.

According to international experience, the effectiveness of education is based on
measuring students’ performance. The changes occurring during the study period
are to be found, i.e., the initial level of knowledge is surveyed and then compared
to the same at the end of the same period. Follow-up tests of previous educational
programmes have shown that a term in high school education or training courses

22 See for example BarAzs Eva (1996): Az oktatds hatékonysaga [Efficiency of education].
Iskolakultiira, 6(6-7), 3-10. http://www.iskolakultura.hu/index.php/iskolakultura/article/
view/31339/31056.
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of a few months used in adult education have not resulted in appreciable, lasting
increase in knowledge. More time is needed to acquire the necessary knowledge
and “digest” it in practice. (Students achieved better results at international com-
petitions, but their success was based on longer and methodological preparation.)
On the other hand, as already mentioned, a part of the knowledge transferred gets
inevitably obsolete in time, its value is lost.

One should also keep in mind what the latest studies have shown, i.e., students’
performance is strongly affected by what is happening in the classroom and the
culture of school leadership in addition to individual talent and the impact of
family and friends. There are major differences among schools in that regard
partly because of the talent and knowledge of the teachers and guest speakers who
address the audience and partly because of the commitment of school leadership
to teaching financial skills.

Effective financial education can be quite costly.

1) One of the potential reasons is that the “initial” knowledge level of the audi-
ence (students or adults) can be quite diverse. If the initial knowledge level is
low, effective financial education must be longer in time and wider in content.
Sometimes participants must be taught a wide range of skills beginning from
basic financial maths exercises to the evaluation of the reliability of various
sources of information.

2) On the other hand, the expenditure of effective financial education is in-
creased by the complexity of financial decisions, and the diversity of consum-
ers’ financial situation and personal preferences. A simple rule of thumb, such
as the one stipulated in the debt-brake order, i.e., if monthly income is lower
than HUF 500,000, acceptable monthly instalment cannot go beyond 50% of
net income can only be applied with reservations to floating interest rates if
they change often and/or significantly, as it could be seen in the recent or-
der on interest rate stop for housing loans. What is more, because of differ-
ent preferential loan terms, tax reliefs and subsidies it can easily happen that
something is an optimal combination for one consumer while it is unavailable
or is not the best choice for another one. Besides, if somebody has taken out
several loans and their financial situation gets worse, you need to conduct a
detailed analysis to decide the most reasonable restructuring or rescheduling
of their debt. Such a complicated course requiring multiple knowledge can
hardly be organised effectively, and it is also unnecessary for people who are
not in a tight squeeze. In such cases “tailored” advisory services are more ef-
fective than training.

3) 'The third difficulty of the effectiveness of financial education is the speed at
which product ranges and industrial habits change. The appearance of new fi-
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4)

5)

nancial instruments, changes in fashion or external forces - such as the coro-
navirus — can change consumer needs and preferences. But making a major
long-term personal financial decision, such as taking out a house loan, select-
ing a pension supplementary scheme or opening a start-up account for your
child are one-time actions you can optimise for the date of the commitment
only. Concluded transactions are long-term obligations for consumers even
if some terms and conditions might be changed later. Most consumers liv-
ing their daily lives cannot monitor regularly occurring changes, which also
make their knowledge obtained through financial education at school obso-
lete. A few decades ago, the rule of thumb was to put aside one-tenth of your
annual income for your pensioner years so as not to have to give up much of
your usual living standards. However, as the increase of life expectancy and
predictions on the trends in medical and care costs for the elderly indicate,
10% savings will not be sufficient in future. So, depending on your preferences,
you will have to reconsider from time to time how much you want to save for
your old days. The effectiveness of financial education would require regular
updates of content, which is difficult to organise and involves major costs,
particularly because school education is not possible for adults.

Fourth: lack of interest to learn new sKkills or reluctance to participate in fur-
ther financial training are further obstacles difficult and expensive to over-
come. Although financial education for volunteer participants is available
today everywhere and is often free of charge, thanks to digital technologies,
most people use it rarely or not at all. According to a survey, when credit card
issuers warned thousands of cardholders they were at risk of fraud and abuse
and offered them a free online training course to prevent it, only 0.4% of the
clients contacted logged onto the relevant website and only one-tenth of those
completed the course. It is highly ironic though that the majority of those
completing the course already had higher financial knowledge, better budg-
eting, and planning skills than the ones for whom participation would have
been more useful but who failed to use the opportunity offered. In this and
similar cases the effectiveness of education could have been ensured by mak-
ing participation mandatory, which is practically impossible,

Fifth: financial service providers have significant sources to influence their cli-
ents via intensive marketing and PR activity. If supervisory authorities or con-
sumer protection agencies launch information campaigns to warn customers
about certain misleading business terms and practices, almost all service pro-
viders affected quickly change their marketing emphasising their reliability
and honest business practices. Considering the high impact of marketing and
PR tools, financial education would be effective if it happened at the place and



A GLOBAL VIEW ON FINANCIAL EDUCATION

6)

7)

23

time of decision making. It is, however, difficult to arrange, it would involve
prohibitive costs that could hardly be financed from public funds.

Sixth: another major challenge concerning the effectiveness of financial edu-
cation is that even financially well-informed degree holders make wrong fi-
nancial decisions surprisingly often. Logical decision making can be affected
by different prejudices, sudden ideas, or impulsively, which is®well docu-
mented by the observations of behavioural economics in the field of personal
finances. Human decision making is also characterised by cognitive distor-
tion, i.e., errors in reasoning leading to decisions that defy logics or contra-
dict the accepted rules of behaviour. A frequent reason for it, in the field of
finances, is the riches of the range of products, the large quantity of informa-
tion necessary to fully assess decision making options, because they lead some
consumers to apply an over-simplified decision-making strategy while others
may become chronically indecisive. In addition, the high stake of some deci-
sions triggers stress in people tying up mental resources, which often leads
to decision-makers neglecting several important aspects. Making important
financial decisions requires the careful consideration of the probability, ex-
pected time of occurrence or costs of several risks or threats ranging from
loss of a job up to health problems. Unfortunately, some consumers either
completely neglect such risk factors or assess them with extreme optimism. In
addition, potentially adverse consequences of a financial decision to be made
often become visible or noticeable years later, while people are reluctant to pay
attention to long-term or uncertain consequences. Therefore, many complex
or high-value finance products are sold based on assuming a single future out-
come estimated by the distributor, and part of consumers easily rely on that
single outcome.

Finally, some consumers are characterised by over-confidence in their capa-
bilities while others suffer from unreasonable defeatism. According to a sur-
vey, over 16% of respondents evaluated their financial knowledge to be high
although their performance was in the lowest quartile by the test, on the
other hand, over 8% whose performance was in the upper quartile evaluated
their knowledge to be extremely low. It may seem surprising, but surveys sug-
gest that over-confidence mainly characterises people with limited financial
knowledge while a higher level of knowledge is often accompanied with un-
derestimation of own abilities. Using certain psychological tricks, the effects
of cognitive distortion can be mitigated, but they cannot be used for the entire

https://evk.hu/blog/2021/01/02/a-viselkedesi-kozgazdasagtan-eredete-fogalma-es-alkalmazasa-
napjainkban/.

37


https://evk.hu/blog/2021/01/02/a-viselkedesi-kozgazdasagtan-eredete-fogalma-es-alkalmazasa-napjainkban/
https://evk.hu/blog/2021/01/02/a-viselkedesi-kozgazdasagtan-eredete-fogalma-es-alkalmazasa-napjainkban/

38

ELEMER TERTAK

population partly due to the costs involved. Also, you should be careful if you
want to reduce over-confidence. Experience has shown if you ask somebody
to name an uncertain future event that could be disadvantageous for them, for
instance, the loss of their job or unexpected health-related expenses, they will
become uncertain than make a reliable risk estimation.

The above logically suggest that effective financial education must be widespread,
regular, or even mandatory; it should be focused on the place and time of deci-
sion making and its content should be tailor-made. However, meeting all require-
ments at the same time would probably be much higher in terms of time and
costs than the usual public educational campaigns, in addition, a highly quali-
fied, well-paid and independent team of financial educators and advisors would
be set up and maintained for implementation. Its full expenditure requirement
seems highly doubtful to be lower than the societal usefulness of education. What
is more, most practices mitigating the effects of cognitive distortion might be
deemed unreasonable intervention into people’s private lives. Keeping a sound
mind, you should then settle for accepting that, even in an optimal case, financial
education can transfer such and as much knowledge as will allow participants to be
able to realise in a specific instance what and where they should investigate to make
a prudent decision. Also, you should be aware that knowledge transferred during
education will not stick in all participants’ minds and even part of what does stick
will become obsolete with time. On the other hand, it is clear the rate of utilisation
of sources invested in financial education in schools is not worse than that spent on
teaching other subjects, e.g., biology or literature.

In terms of the costs of financial education, one should also consider its fund-
ing. The public educational system is responsible for the lion’s share of financial
education and bears its costs too. Adult financial training is also regarded as a
service in the public interest, but it is executed outside the school system for prac-
tical reasons. Municipalities or trade unions finance it from public funds or em-
ployers arrange and finance it as a welfare benefit. On the other hand, there is
a global trend among financial service providers and their trade associations to
devote major material and intellectual resources to financial education although,
according to international literature, one of the main goals of financial education
is to equip consumers for the critical evaluation of the offers by financial ser-
vice providers. Actual examples of the financial service provider sector promot-
ing financial education include the European Platform for Financial Education,
the US Jumpstart Coalition, as well as several national trade associations such as
the Hungarian Banking Association or the Association of Hungarian Insurance
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Companies and some financial enterprises that arrange or support financial edu-
cation programmes.**

Support by private companies and organisations is naturally not entirely altru-
istic. They often support school programmes of financial education because they
create good marketing opportunities to win young clients. Still, many companies
subsidise financial education programmes even if they have no direct influence
on their content, make no direct profit out of them or will not directly increase
their prestige. What can motivate profit-oriented enterprises to engage in such
selfless activities? Well, part of them is afraid they will have to face other, inva-
sive, and costly forms of regulations unless they can present financial education
as a possible and effective way to manage consumers’ financial problems. Other
enterprises believe they can launch and spread some new products or new digital
devices on the market quickly and successfully if, instead of advertising, they pre-
sent them in a way that seems neutral and unbiased in educational programmes
teaching their clients their safe use. Informing and educating clients about cyber
security is particularly effective in a joint effort with supervisory authorities or
the police, because such joint appearance has more credibility and impact on cli-
ents. It can also help prevent or mitigate threatening damages due to cybercrime;
otherwise, the financial service providers should bear a part of such damages.

4 SOME THOUGHTS ABOUT THE RELATIONSHIP BETWEEN
FINANCIAL EDUCATION AND FINANCIAL REGULATION

Many believe financial education strengthens consumers’ autonomy, which ren-
ders too much regulatory interference superfluous or at least mitigates its use.
Their main argument is that too much detail in the regulations restricts consum-
ers’ potential for free choice, which eventually underestimates them. On the other
hand, education empowers consumers to rely on their own decisions in finance
matters.

However, effective financial education may represent major interference in the
autonomy of individuals. From a social aspect, mandatory financial education
covering all can be regarded as effective, so people would be forced to participate
even if they do not want to for some reason.

Secondly, eliminating cognitive distortion is only possible if people’s think-
ing processes, feelings, motivations and, eventually, values are influenced and

24 For more details on community and national initiatives in the EU, go to the European Economic
and Social Committee publication (EESC, 2016).
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changed. For instance, overconfident people should be made to become more
prudent and circumspect in making decisions. Impatient people should be taught

to attach less importance to the time factor, i.e., speed should only be one of the
factors in making their decisions.

Managing payment issues is one of the areas of financial awareness and education
gaining significance.

1)

3)

25

It is partly because households’ debts in the EU countries amount from 35 up
to 206% of their annual income®, and high indebtedness means high volatil-
ity.

On the other hand, it is partly because many people can find themselves in a
financial situation through no fault of their own when they cannot meet ear-
lier obligations on time or in full, but overdue payment usually entails severe
sanctions. People in such situations need external advice. Not only because
inexperienced people cannot assess the situation and devise the legal and fi-
nancial solution of its optimal management, but also because anxiety and fear
of the consequences may result in crippling stress, which aggravates their situ-
ation even more. So, in such a situation the people affected need joint advice
and help by financial and mental hygiene experts to be able to give their credi-
tors complete and accurate information about their financial situation as well
as to produce a settlement proposal that is credible and can be undertaken
responsibly. Concluding a settlement agreement and, most of all, its fulfil-
ment is not a one-off act; it usually requires the debtor to change their earlier
concept of money management. Traditional “nudge” set out by behavioural
sciences**makes changes in behaviour by helping to modify habits and atti-
tudes to certain issues. Such nudge is necessary; because complex processes
or deficiencies of consideration often prevent people from making decisions
that would have a long-term beneficial effect on their lives. Changing the be-
haviour of people in trouble will have a positive effect on them, while it means
they must take part in targeted financial training that will curtail their inde-
pendence.

Next, as educational programmes are devised, a decision must be made on
what should be taught while there is no accord on what is deemed prudent
financial behaviour. For instance, predictions should be made regarding the
expected return of different investment options to offer individual strategies

Eurostat (2021): Gross debt-to-income ratio of households (in 2020), https://ec.europa.eu/euro-
stat/databrowser/view/tecool04/default/table?lang=en.

26 https://viselkedestudomany.hu/nudge/ and Orszaggytilés Hivatala (2020) Infojegyzet 2020/4,

Viselkedési kozgazdasagtan, https://parlament.hu/infoszolg.
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for supplementary pension savings, but even experts’ views are highly diverse
in this regard. Similarly, selecting the best investment requires a compromise
between risk and return, which raises the issue of how much financial risk
may or should an individual or household take. Financial education cannot be
said to be effective if it fails to address such practical issues. A consumer fol-
lowing the “recommendations” of pension planning aids, which advise them
to select a rate of return for each investment vehicle depending on how much
they trust the growth outlook of the vehicle involved, has not received any
substantive help for their decision making. A similarly useless piece of advice
describes the rules of debt brake, but it gives no clue as to which part of the
given provisions should be considered if you intend to take out a housing loan.

Most educators are aware of the above. They try as far as they can to guide their
students in practical matters, for instance, which investment product they should
invest their savings in, or what proportion of their regular income they should en-
cumber for a housing loan. Although those pieces of advice must be sound techni-
cally and in terms of ethics, they inevitably reflect the teacher’s opinion and prefer-
ences. Thus, students blindly accepting and following the advice received at school
will unintentionally give up the autonomy of decision while they will have to suffer
the consequences of their decisions as if they have made them independently.

5 POSSIBLE ALTERNATIVES OF FINANCIAL EDUCATION

Apostles of financial education believe personal autonomy and individual re-
sponsibility are ensured if rules and circumstances force an individual to make
all their financial decisions on their own according to their knowledge. However,
many think learning about the features of a sophisticated financial product or
even recording and managing their household spending is a bother, it requires
major intellectual effort or takes up too much time. You should also not forget
people’s attitude to bearing any kind of monetary loss is highly varied.”” For in-
stance, over 25% of investors feel any material loss is unbearable, they dread feel-
ing regret, so if they are insecure about the adverse consequence of a decision,
they fail to make any. And if they must decide, they try to get out of the psychic
toll by turning to a financial advisor or asking their family, friends, or mates for
advice. So paradoxically, many feel freer if mandatory rules, provisions relating
to the given transaction “save” them from considering and deciding about their
finances.

27 See Prospect Theory developed in 1979 by DANIEL KAHNEMAN and AMos TVERSKY, https://doi.
0rg/10.2307/1914185.
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Advocates of financial education emphasise they do not intend to create a world
in which financial education renders regulations completely superfluous. They
only wish to provide consumers with assistance in making responsible choices
and prudent decisions. Still, if the only objective is that a given individual should
spend more and invest better to supplement their pension, why financial educa-
tion is the cheapest solution to achieve it? Building strong safety nets and guar-
antees and proper provisions are likely to reach the same result, which may be
cheaper and more certain in some cases. If the goal to be reached is that consum-
ers should only take out mortgage loans of amounts and terms they can afford in
their current and expected future income position, would proper regulations not
be a cheaper alternative at the societal level? One, for instance, obliges lenders to
provide customers with loans of an amount and under terms they will certainly
be able to repay given their asset position. One may find alternative solutions for
most goals. You should consider in every case how the costs of financial educa-
tion incurred are related to the costs of alternative solutions, for instance, to the
application of provisions relating to financial service providers, or to the costs of
personal advisory services offered to consumers free of charge. The latter should
be considered since as no one can expect people to become financial advisors,
similarly as it cannot be expected from them to become their own physicians,
lawyers, or car mechanics.

Table 1 illustrates the instruments of financial culture and consumer protection as
they mutually supplement and support each other. All international and domestic
experience shows regulation and education are two actions supplementing each
other that must be coordinated depending on the specific situation.

Table 1
Financial culture and consumer protection -
set of instruments mutually supporting each other

Financial culture Customer protection

Education legal and regulatory instruments

Awareness of information required transfer of information required
for decision making for decision making
Well-informed consumers drive prevents service providers from abusing
competition among financial mediators  their dominance (level playing field)

Offers options to use the advantages protects in return for reduced freedom
of a broader but riskier playing field of choice and room for manoeuvre

Source: Materials of MNB conference: A pénziigyi kultiira helye, szerepe és jelentdsége az oktatdsban,
a fiatalok nevelésében [The place, role and importance of financial literacy in education and the edu-
cation of young people], 03.10.2006.
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6 CONCLUSIONS

Both international and Hungarian experience support financial education side
by side with regulation is necessary to promote consumers’ financial security and
to improve their financial position. On the other hand, unrealistic expectations
about financial education are not justified either from a professional or financial
aspect. Partly because, similarly, to teaching any other subject, teaching finances
will generate different individual knowledge. Although everybody will need fi-
nancial skills in their lives more often than, e.g., what they have learnt in biology;,
you should be aware knowledge obtained through education will be used to a
different degree by each person, and that is also true for financial knowledge.
Because of such differences, regulatory tools must be used to prevent service pro-
viders from gaining an unfair advantage over their clients based on their superior
financial skills.

Further, the range of financial services changes all the time; new constructions
are born every day. The current digital revolution in finances also extends the
range of available services, while it requires more knowledge for their proper and
secure use. Changes in products and technologies necessitate the ongoing mod-
ernisation and update of regulations on the one hand, and on the other hand
renders part of the knowledge obtained through financial education obsolete. All
the above suggest two things:

1. Rather than transferring lexical knowledge through financial education, skills
must be developed so that people could recognise what and where they could
look up if they want to make a prudent decision.

2. Opportunities must be provided for those interested to update their knowl-
edge if and when it becomes obsolete.

Considering that crucial financial decisions requiring diverse, special profes-
sional knowledge occur in the life of a person fairly infrequently, such specific
knowledge need not be “stuffed” into teaching, it should be made available as
advisory services instead. This is all the more true as advice cannot be replaced by
regulations; since regulations have by their nature a normative character, there-
fore individual, case-specific problems can only be solved with provision of cus-
tomized advice. It is quite easy to find many independent professional advisors on
the market today, although using their services is costly. Therefore, discount rates
or free advisory services should be made available to low-income people who can-
not afford a professional advisor, to those for whom making financial decisions
is mentally exhausting, or to all people who have got into financial difficulties
through no fault of their own.
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Because of its use presented and despite its limitations mentioned, financial educa-
tion is an activity for the communal good that can contribute to increasing the pros-
perity both of individuals and society. Thus, organising and financing the teaching
of financial skills is-a public task. However, the involvement of financial service pro-
viders and their trade associations is justified and should be encouraged, because
it can result in direct benefits for society and indirect ones for the organisations
involved.
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