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ABSTRACT

The literature suggests that financial literacy depends on factors such as socioeconomic
status/sociodemographic status, psychosocial and psychological factors, experience, and
access to financial education, language skills, mathematical literacy and other factors. The
aim of this study was to identify the factors that influence the financial literacy achievements
of students from Latvia, focusing on the possibility to improve these achievements.

The data analysis was performed with PISA 2018 Latvian data, which there were selected 25%
of the participating students whose financial literacy performance was lower than the mean
performance in mathematical and reading literacy and 25% of students whose financial
literacy performance was considerably higher than the mean performance in mathematical
literacy and reading literacy. Differences between these two groups showed factors that
impact financial literacy achievements, excluding the possibility that the financial literacy
performance of these students was high due to the mathematical and reading literacy.

It was concluded that the financial achievements of students in Latvia are positively influenced
by such factors as the socioeconomic status/sociodemographic status, psychosocial factors,
and psychological factors (students with higher financial literacy achievements have a more
negative attitude towards school but a more positive attitude towards life, less fear of
failure and more a positive attitude towards competition, and clear plans for the future),
accessibility of the financial education, time devoted to financial education, an accessible
wide range of financial topics in education, experience in the financial environment, parents’
involvement, feedback from teachers in reading lessons.

Keywords: Achievements of financial literacy, Financial Literacy, Mathematic literacy, OECD PISA
2018, Reading literacy.

Introduction

Financial literacy is important for promoting well-being for whole soci-
ety and for each individual. Actuality of development of financial literacy
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is undeniable considering previous financial crises in all over the world
and Latvia too. Also the current epidemiological crisis clearly noted, how
important is financial literacy. Each of us should know how to accumulate
wealth and take care of well-being in order to be safe in unpredictable
situations. Financial management should be learned in school, just as stu-
dents learn other skills needed in adult life. Youngsters should understand
the financial environment before they start to work and live on their own,
in order to understand the need for taxes, accumulate wealth, and analyze
financial choices to find those most suitable.

Policy-makers should to know what factors influence the develop-
ment of financial literacy. It could help them to better understand how
to decrease and increase the influence of factors, in order to arrange the
education processes.

The definition of financial literacy underlines that financial literacy is
formed by knowledge, skills, and the motivation to apply this knowledge.
After analyzing the literature, it was found that the following factors influ-
ence the development of financial literacy:

* Socioeconomic status/sociodemographic status (Shults, 2012; Kaiser and
Menkhoff, 2017; Pdder et al., 2020; Firli, 2017; Vijay and Nardeep, 2018;
Bashir et al., 2013; Atkinson and Messy, 2012; Jeyaram and Mustapha,
2015; Gangwar and Singh, 2018; Vig, 2017; Vyvyan et al., 2014).

» Psycho-social factors and psychological factors (Murphy, 2013; Vijay
and Nardeep, 2018; Bashir et al., 2013; Bhargav and Mittal, 2017;
Vyvyan et al., 2014; Venkataraman and Venkatesan, 2018).

+ Accessibility of financial education (Venkataraman and Venkatesan,
2018; Firli, 2017; Bhargav and Mittal, 2017; Bruhn et al., 2016; Kaiser
and Menkhoff, 2017; Tang and Peter, 2015; Moreno-Herrero et al., 2018).

« The time devoted to financial education (Kaiser and Menkhoff, 2017).

« Accessibility of wide range of financial topics in education (O’Neill
et al., 2010).

« Teachers’ knowledge (Pdder et al., 2020).

+  Mathematical literacy (Willis, 2008; Bhargav and Mittal, 2017; Jappelli
and Padula, 2013; Barua et al., 2012).

« Language skills (Poder et al., 2020; Riitsalu and Poder, 2016).

« Analytical skills (Bhargav and Mittal, 2017).

« Experience in the financial environment (Hilgert et al., 2003; Lyons
et al.,, 2006b; Kindle, 2013; Tang and Peter, 2015; Moreno-Herrero
et al., 2018; Shults, 2012; Bhargav and Mittal, 2017).

« Parents’ involvement (Hilgert et al., 2003; Lyons et al., 2006a; Cole
et al., 2016; Moreno-Herrero et al., 2018; Tang and Peter, 2015; Sabri
et al., 2010; Venkataraman and Venkatesan, 2018).

+ Liquidity (Bhargav and Mittal, 2017).
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Various factors affected financial literacy, it is important to understand
the impact of these factors on students’ financial achievements. To under-
stand the extent to which these factors affect the financial literacy achieve-
ment of students from Latvia, it is important to discover which opportuni-
ties promote the development of financial literacy. The aim of this study
was to identify the factors that influence the financial literacy achieve-
ments of students from Latvia, focusing on the possibility to improve these
achievements.

Method

The data analysis was performed with PISA 2018 Latvian data of which
there were selected 25% of the participating students whose financial lit-
eracy performance was lower than the mean performance in mathematical
and reading literacy (Group 1) and 25% of students whose financial literacy
performance was considerably higher than the mean performance in math-
ematical literacy and reading literacy (Group 2). The Target Population
for PISA are students between 15 years and 3 (completed) months and
16 years and 2 (completed) months at the beginning of the testing period,
attending educational institutions located within the country, and in grade
7 or higher. Differences in various indices were sought between these
groups in order to find out which factors could influence students’ financial
literacy performance, excluding the possibility that the financial literacy
performance of these students was high due to mathematical and reading
literacy. Hereafter, only those indices are discussed where the difference
between these two groups is statistically significant with 95% reliability.

Table 1. Comparison of indices between students whose financial literacy
performance was lower than the mean performance in mathematical
and reading literacy and students whose financial literacy
performance was considerably higher than the mean performance in
mathematical literacy and reading literacy.

Index - N | W Questions
al | a § 1
=] =] 9]
oA | 22 | &
o) i (]
Sg|Shlg
s| £|°
Economic, |Mean 0.11 |-0.14 |0.24 |Parents’ highest level of
social, and education.
cultural SE 005 10.05 Parents’ highest occupational
status mnxdiff t | 4.61 status.
(ESCS) Home possessions (a proxy
measure for family wealth)
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Index - N | W Questions
ol | a2 | &
()
oA | B2 | &
L) Y [
S< | S| &
s| £1|°
Value of Mean -0.22 |-0.48 |0.26 |Trying hard at school will help me
school get a good job.
SE 005 10.05 Trying hard at school will help me
mnxdiff t |5.02 get into a good university.
Trying hard at school is
important.
Positive Mean -0.10 |0.12 |-0.22 |Happy
feelings Joyful
SE 0.06 |0.06 Cheerful
mnxdiff t | 3.85
Meaning in | Mean -0.17 |-0.03 |-0.14 |My life has clear meaning or
life purpose.
SE 0.05 10.05 I have discovered a satisfactory
mnxdiff t |2.99 meaning in life.
I have a clear sense of what gives
meaning to my life.
Fear of Mean 0.04 |-0.19 [0.23 |When I am failing, I worry about
failure what others think of me.
SE 0.05 ]0.05 When I am failing, I am afraid
mnxdiff t | 4.47 that I might not have enough
talent.
When I am failing, this makes me
doubt my plans for the future.
Student Mean -0.09 |0.03 |-0.13 |Students seem to value
competition competition.
SE 0.06 ]0.06 It seems that students are
mnxdiff t |2.18 competing with each other.
Students seem to share the feeling
that competing with each other is
important.
Attitudes Mean -0.09 |0.06 |-0.15 |Ienjoy working in situations
towards involving competition with
competition SE 0.05 [0.05 others.
mnxdiff t |2.74 It is important for me to perform
better than other people on a task.
I try harder when I'm in
competition with other people.
Teacher Mean 0.08 |-0.04 [0.12 |The teacher shows an interest in
support every student’s learning.
SE 004 10.04 The teacher gives extra help when
mnxdiff t |2.70 students need it.

The teacher helps students with
their learning.

The teacher continues teaching
until the students understand.
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Index -alaa | o i
2 § N é g Questions
=] =3 (7]
Al B= |5
S<|On | &
s| £|°
Teacher Mean 0.07 |0.22 |[-0.15 |The teacher gives me feedback on
feedback my strengths in this subject.
SE 005 10.05 The teacher tells me in which
mnxdiff t |2.84 areas I can still improve.
B The teacher tells me how I can
improve my performance.
Index of Mean -0.10 |0.23 |-0.34 |How confident you feel
confidence performing the following tasks
in dealing SE 0.06 [0.06 when using digital or electronic
with money | mnxdifft |5.35 devices outside of a bank:
matters. B - making a money transfer (e. g.
paying a bill)
- filling in forms at the bank
« understanding bank statements
« understanding a sales contract
* keeping track of [their] account
balance
« planning [their] spending in
consideration of [their] current
financial situation.
Index of Mean -0.18 [0.12 |-0.30 |How confident you feel
confidence performing the following tasks
in using SE 0.05 ]0.05 when using digital or electronic
digital mnxdifft |5.73 devices outside of a bank:
financial B « transferring money
services « keeping track of their balance
« paying with a debit card instead
of using cash
* paying with a mobile device
(e. g. mobile phone or tablet)
instead of using cash
« ensuring the safety of sensitive
information when making an
electronic payment or using
online banking.
Index of Mean -0.09 |0.12 |-0.21 |Students were asked about the
financial frequency (never, sometimes
education SE 0.05 ]0.05 or often) with which they had
in school mnxdifft |3.99 encountered six personal
lessons B finance-related tasks in school

lessons over the previous 12

months:

+ describing the purpose and uses
of money

« exploring the difference between
spending money on needs and
wants
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Index Questions

Group 1
(MRA > FA)
Group 2

(FA > MRA)
Difference

+ exploring ways of planning to
pay an expense

« discussing the rights of
consumers when dealing with
financial institutions

« discussing the ways in which
money invested in the stock
market changes value over time

« analysing advertisements to
understand how they encourage
people to buy things.

MRA - mathematics literacy and reading literacy achievement
FA - finance literacy achievements
SE - standard erro

Results

Table 1 summarizes only those indices where the difference between
these two groups is statistically significant with 95% reliability. Indices are
formed by using student answers to specific questions. A positive value
of the index means that a particular country has a more positive atti-
tude towards a particular issue than the OECD average. The individual is
given the opportunity to examine some of the factors influencing financial
literacy.

Discussion

Families who are better off financially are expected to be able to man-
age their finances better and children are also better educated in finance
and have a better understanding of cash flow. However, the data show
that ESCS has a greater impact on students’ achievement in mathematics
literacy and reading literacy than on financial literacy achievement. The
difference in the ESCS index is 0.24. Although, an increase in ESCS could
also lead to higher financial literacy achievements, but the impact will not
be so great. ESCS is one of the most mentioned factors that has influenced
financial literacy (Shults, 2012; Kaiser and Menkhoff, 2017; Pdder et al.,
2020; Firli, 2017; Luksander et al., 2014).

Among the analyzed groups, students with higher financial literacy are
much more positive compared to the OECD average, and these students have
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a much better understanding of the meaning and significance of life and
have already found their purpose in life. Probably that is the reason why
these students have a more positive attitude towards life and everything
that is going on around it. Bhargav and Mittal (2017) claim something sim-
ilar, if a student knows what he wants to do in the future, then it influences
financial literacy level.

It is also not surprising that these students are less afraid of failure, they
are not afraid of making mistakes, which is essential for promoting finan-
cial literacy when thinking about risks and future plans. These students feel
competition much more and they claim that the competition has a positive
effect on them. They like to compete with others, which is the driving force
of the financial world to achieve higher results.

Students with higher levels of financial literacy were more confident
with their money management skills, such as making payments, filling out
bank forms, reading bank statements, reading purchase agreements, keep-
ing track of their account balance, and planning their expenses accord-
ing to their current situation. Vyvyan et al. (2014) and Venkataraman and
Venkatesan (2018) found that confidence in self-financial skills largely
determines financial literacy. Also these students feel more confident with
using the services of digital financial instruments such as money transfers,
checking account balances, using a payment card, using a digital device to
make payments, and taking care of their safety when using these devices.
Probably it is because students use these tools more on a daily basis and
have access to them. A bank account, a payment card/debit card and
a mobile application are used more by students with higher levels of finan-
cial literacy than in mathematics and reading. This proves that the use of
financial tools improves students financial literacy, and increases under-
standing of the financial environment.

Students with higher levels of financial literacy do not have such a pos-
itive attitude towards school. Students from Latvia believe that a school
plays an important role in getting a better-paid job or entering a university
and it is less than the OECD average. Overall, this index is negative for both
groups. In contrast, this is the case in Estonia and Finland, where attitudes
towards school are more positive than the OECD average (OECD, 2019a).
This negative index demonstrates the prevailing views in Latvian society.
Riga Distance Learning Secondary School in cooperation with the Market
and Public Opinion Research Center SKDS implemented a study. In this
study was found that almost half of the Latvian population expressed the
opinion that education in Latvia is at a medium level and 21% thought that
the quality of education is currently low in Latvia. Those who have children
assessed the quality of education as the lowest (Leta, 2019). Therefore, it
is not surprising that students think that school is not important for their
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future. Students’ attitudes towards school have more impact on their math-
ematics and reading literacy achievements than financial literacy achieve-
ments. Countries with higher achievement showed a more positive attitude
towards school than the OECD average in every study field. There could
be more than one reason why students’ attitude towards school has less
impact on the students’ financial literacy achievement:

+ Most of the students with high financial literacy achievements

claimed that they have not studied finance at school.

« They learned about finance in extracurricular activities and looked

for information themselves.

+ Currently the financial topic is compulsory only in the social science

subject.

However, those students who learned about finance at school have
higher financial literacy achievements than mathematics and reading lit-
eracy achievements. The difference in the index of financial education in
school lessons is 0.21 points. This means that these students more often
have encountered the following types of tasks or activities in school lessons
like describing the purpose and uses of money, exploring the difference
between spending money on needs and wants, exploring ways of planning
to pay an expense, discussing the rights of consumers when dealing with
financial institutions, discussing the ways in which money invested in the
stock market changes value over time, and analyzing advertisements to
understand how they encourage people to buy things. Obviously, this posi-
tively affected their financial literacy and let them achieve higher scores in
the assessment of financial literacy.

The Hungarian National Audience Office has also found that students
who have attended fewer lectures show higher levels of financial literacy,
although those who have attended specialized courses related to econom-
ics have still higher levels of financial literacy (Luksander et al., 2014).
Therefore, it is important that students talk about finance at school in order
to improve the financial literacy achievements.

The teacher is important to develop financial literacy. Teachers who
teach students about finance must be appropriately educated. However, not
only these teachers but also other teachers influence the students’ finan-
cial literacy achievements. For example, in PISA 2018 the main area was
reading, so students were asked questions about reading lessons and teach-
ers’ activities in them. If we look at the index “Teacher Support” which
consisted of questions that show how much the teacher is involved and
interested in the student’s ability to understand what is being taught and
to identify and eliminate problems, teacher’s support in reading lessons
has a much greater impact on mathematics literacy and reading literacy
achievements. For students with higher financial literacy achievements, this
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index is negative. These students are more independent and they feel that
they can do much more by themselves, and such large teachers’ involve-
ment is not necessary.

In contrast, the index “Teacher Feedback” is higher for students with
higher financial literacy achievements. This means that these students more
often receive feedback from teachers about their work. The teachers point
out areas which students should work on, so that students have a better
understanding of how to improve their work. Financial literacy achieve-
ments are largely determined by the ability to express an opinion. Data
showed that students reach higher achievements when teachers more often
express an opinion, offer criticism, and teach that mistakes mean learning.
Feedback from teachers is necessary although it is a test language lesson.
During these lessons, students read, express their opinion about what they
have read, write various augmented essays and similar things, which are
also necessary for financial literacy.

The frequency with which parents talk about finance with their children,
such as children’s spending, savings, including a family budget, expenses,
and news related to economics or finance also have an impact on financial
literacy achievements. However, this difference between the two groups is
not statistically significant. Parental involvement is important in fostering
children’s financial literacy. Especially, if the school does not have a full-
fledged subject, where students learn about finance that is important for
their daily lives to promote an understanding of the financial world and
the ability to succeed in the future. This all works only if the parents them-
selves are sufficiently competent in finance.

In the literature, experience in the financial environment is mentioned
as an important factor in promoting financial literacy. When students man-
age their own money (pocket money, donated or self-earned) it forms stu-
dents’ experience in the financial environment (Shults, 2012; Bhargav un
Mittal, 2017; Moreno-Herrero et al., 2018).

Students who have a payment card, account, or mobile application have
higher levels of financial literacy. They have experience and knowledge of
how these tools work. They are also able to apply their knowledge in order
to solve various tasks related to finance.

The OECD also points out that digital financial services are becoming
increasingly popular and play an important role in everyday life. Young
people can be supported through the formal school curriculum: wherever
this includes financial education, its content should be enhanced with
financial education for DFS (Digital Financial Services), even more so in
the light of the use of digital tools and the preference for digital experi-
ences of the younger generations, which may outweigh those of their par-
ents (OECD, 2018).
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In order to find factors the researcher used PISA student questionnaire;
there was not an opinion to get extra information that could be useful.
The second limitation of the research is that PISA in Latvia did not use
questionnaires for teachers, so it was not possible to find out there opinions
about the learning process. PISA did not find out teachers’ knowledge in
financial literacy, so the researcher was not able to find out how teachers’
knowledge could have influenced student financial literacy.

Conclusions

Financial literacy achievements for students from Latvia are related to

factors like:

+ The socioeconomic/sociodemographic status, which affect students’
literacy in mathematics, reading and also in finance, however, the
impact on financial literacy is not so great;

« Psychosocial factors and psychological factors, students with higher
financial literacy achievements have a more negative attitude
towards school but a more positive attitude towards life, less fear
of failure and more positive attitude towards competition, and clear
plans for the future.

+ Accessibility of financial education, time deveroted to financial edu-
cation, a wide range of financial topics accessible in education;

« Experience in the financial environment. Those students who use
financial instruments, such as a bank account, payment card and
mobile applications, are not only convinced of their financial instru-
ment management skills, but they also show the highest level of
financial achievements.

« Parents’ involvement: Parental involvement is important in fostering
children’s financial literacy. That works if the parents themselves are
sufficiently competent in finance.

+ TFeedback from teachers. Students with higher financial literacy
achievements feel less support from teachers in reading lessons. It
does not affect their financial literacy achievements. The feedback
provided by teachers is very important for these students, which is
also an important cornerstone of the new educational standards.
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