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Abstract

Financial literacy is becoming one of the key competencies in the 21st century. In its absence, it is
virtually impossible to navigate the market for financial products and services and thus ensure financial
stability throughout the whole life. The author presents the results of a survey of the financial literacy of
young future managers who are currently university students. Based on a questionnaire survey among
full-time and part-time students, the author detects the positive impact of the practical experience of
external students on their financial literacy. The author uses an innovative metric in the form of a
personal finance index to assess financial literacy. In addition to overall success, this approach also
makes it possible to analyze knowledge from the eight components of financial literacy. By comparing
the results in individual areas, the author reveals that risk management is Achyla's heel of financial
literacy. In addition to the knowledge component, the author also deals with the respondents' access to
information sources. Based on these findings, the author formulates conclusions for the content of
financial education. There is a need for a stronger link between the development of probabilistic thinking
and the development of general numeracy with practical financial subjects. An important part of financial
education is also the recognition of credible information sources.

Keywords: financial education, financial literacy, financial management, questionnaire survey,
decision making,

financial instruments. A characteristic feature of

1 INTRODUCTION these tools is their growing complexity and

The beginning of the new millennium is associated
with the massive dynamic development of new
technologies, especially in the field of electronics
and digitization. Against the background of this
development, it is impossible to overlook how
these technologies allow the emergence of new
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sophistication, but also easy accessibility for
everyone. It is this easy accessibility that
underlines the growing importance of financial
literacy. A low-literate or even financially illiterate
individual will then easily drown in a sea of pitfalls
of complex financial products.

The current post-COVID period confirms the
importance of financial literacy. It is not easy to
navigate the maze of government support
programs, loans, or repayment deferrals. Their
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wrong choice can easily lead to the financial
instability of an individual, his family, or company
in the future, and even bankruptcy.

Also, we need to realize that people make the
most long-term and vital financial decisions at a
young age having insufficient experience. As an
example of such decisions, we can mention the
choice of a suitable way of housing financing or a
suitable pension plan. It is, therefore, necessary to
pay attention to financial education at all levels of
the education system.

In this article, we present the results of a financial
literacy survey of university students. In doing so,
we focused on the students of the managerial
departments of the study, as in their case the
importance of financial literacy is amplified by the
fact that in the future, they will decide not only on
their private financial situation but also on the
financial stability and well-being of companies and
thus the economy as the whole. To assess the
impact of practical experience, we surveyed
students of both forms of study: full-time and part-
time. Based on the results of the research, we will
conclude about improving the level of financial
education.

2 LITERATURE SURVEY

Several authors approach the content of the
concept of financial literacy differently. However, it
is generally perceived as the ability to understand
finance. Let us document the variability of the
understanding of financial literacy on at least a few
examples. Kim gives a relatively simple definition
of financial literacy: ,Financial literacy is the basic
knowledge that people need to survive in
a modern society.” (Kim, 2001). (Mandell, 2007)
characterizes financial literacy in a little more
detail: "It is the ability to evaluate the new and
complex financial instruments and make informed
judgments about both: choices of instruments and
extent of use that would be in their own best long-
run interests”. Some approaches seek to define
financial literacy as a set of competencies that an
individual should have to make informed financial
decisions. We can meet with this, for example, at
work (Giesler & Veresiu, 2014). They define
financial literacy as:” The ability to understand how
money works in the world: how someone manages
to earn or make it, how that person manages it,
how he/she invests it (turn it into more) and how
that person donates it to help others.” Remund

says that financial literacy “is a measure of the
degree to which one understands key financial
concepts and possesses the ability and
confidence to manage personal finances through
appropriate  short-term  decision-making and
sound, long-range financial planning, while
mindful of life events and changing economic
conditions” (Remund, 2010). In this research, we
adopt the definition of the financial literate person
by (Kozubikova, 2015): “A person who uses his
ability to make a qualified judgment based on the
knowledge, skills and experience gained thus
enabling him to smooth financial security
throughout life”.

The measurement of financial literacy is usually
based on a questionnaire survey. It is not easy to
compile a suitable questionnaire, the results of
which could be easily transformed into financial
literacy  metrics. Lusardi and Mitchell
characterized the basic principles in (Lusardi &
Mitchell, 2014). These principles are simplicity,
relevance, brevity, and the capacity to
differentiate. Simplicity is a requirement that
guestions should examine knowledge of the basic
elements of financial decision making. Relevance
reflects the requirement that issues be focused on
elements of financial decision-making throughout
life. Brevity takes into account several questions,
which must not be too many, which would prevent
wider acceptance of the survey. Finally, the
capacity to differentiate  represents the
requirement that questions be conceived in a way
that allows financial knowledge to be differentiated
across people. How Lusardi recalled in her
conference keynote: "One must assess not only
what people know but also what they need to know
ad then evaluate the gap between those things."
(Lusardi, 2019).

Other authors highlight the significant impact that
financial literacy has on the correctness of
decision-making and see it as a prerequisite for
good financial decisions in personal finance. A
strong positive relationship between financial
literacy and wealth of households is reported in
(van Rooij, Lusardi, & Alessie, 2012): “Our findings
provide evidence of a strong positive association
between financial literacy and net worth, even
after controlling for many determinants of wealth.”
Furthermore, this work found that “Financial
knowledge increases the likelihood of investing in
the stock market, and [is] positively related to
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retirement planning, and the development of a
savings plan.” It may facilitate individuals’
accumulation of wealth.

Several international studies confirm the positive
impact of financial education on the growth of
financial literacy. For example, (Fornero &
Monticone, 2011) confirmed that the most
important factor influencing the differences in
financial literacy is the level of attained education.
Similarly, (Lusardi & Mitchell, 2007) state
“Worldwide financial education has become an
important tool to surmount the growing complexity
of financial decisions, especially in the life of the
last generation”. The positive impact of financial
education on the level of financial literacy was also
confirmed by a study. (Kozubikova Z. , 2017).
Moreover, it has been detected that “An important
factor influencing the progress in financial literacy
during education is the importance that the
respondents attribute to the financial literacy.”

3 METHODS

Data for the present research was collected using
a questionnaire survey method at two universities
located in the Slovak Republic and, in the Czech
Republic. The research focused on the
management students. As a metric for financial
literacy measuring we applied an innovative
measure introduced in (Lusardi, Yakoboski, &
Oggero, 2017) as a personal finance index
(shortly P-Fin index). They designed this P-Fin
index to completely cover the eight areas of
financial literacy that an individual commonly
encounters in managing personal or corporate
finances. Thematically, we can characterize these
areas as:

- earnings, determinants of wages and income,

- consuming, budgeting and spending,

- saving, comprehension the accumulation
factors,

- investing, understanding the types and risks
of investments,

- borrowing and debt management,

- risk management, comprehension the
uncertain outcomes,

- insurance and the understanding of
coverages,

- accessing and working with information
sources.

The questionnaire itself we designed to collect the
personality characteristics of the respondents,
such as age, gender, achieved education, etc.
Within these personal characteristics, we also
asked for self-assessment of the extent to which
respondents feel financially literate, for the
importance they attribute to financial literacy, and
about the information sources they use.
Participants have assigned the importance and
self-assessment on the scale from 0 up to 10, the
information sources they selected from more
given alternatives.

The second part of the questionnaire presented
problems concerning daily financial decision
making. The problems were constructed in the
form of multi-choice answer options with only one
correct answer and one "l do not know" option.

We have distributed the questionnaire among 540
respondents. Because some questionnaire was
completed maliciously (more than one half of the
"I do not know" answers), we have to clean the
sample. So we obtained 449 answer sheets,
which still represent a relatively high response
level of approximately 83%. The obtained sample
contained 145 respondents of the part-time form
of study and 304 respondents of full-time study
what corresponds to the real ratio of these two
forms of study. The proportion of women was 187
against 262 men. This small disparity is caused by
the fact that one faculty is part of the technical
university where men prevail.

In all cases we got sufficient subsamples to apply
methods of statistical hypotheses testing. All
necessary computation and graphical outputs
were performed in the specialized statistical
environment R.

4 RESULTS

At first, let us mention some socio-demographic
data we have obtained from the questionnaire
survey. How mentioned above due to the
presence of faculty concerned also in informatics
in the research, here is some disparity in the
gender structure of the sample. Our sample
contained 42.6% women and 57.4% men.
Because we focused on university students, the
sample significantly prevails the age group of
young people in the age from 18 to 25 years. This
age category covers approximately three-quarters
of the whole sample. There are relatively uniformly
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represented the inhabitants of rural settlements,
small towns, and large agglomerations in shares
of 34%, 36%, and 30% respectively.

The survey focused on two personality
characteristics, namely the importance that
respondents attach to financial literacy and the
self-assessment of their competencies in this
area. The histograms of the responses are
presented in Figures 1 and 2. Figure 1 shows the
distribution of the numbers of evaluations of the
importance of financial literacy on a scale from 0
to 10, where a higher value also represents a
higher level of importance. The fact that a
substantial part of the respondents attributes high
values to the importance of financial literacy and
the share of those who reached the values from
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Figure 1 Histogram of the responses on the
importance levels of financial literacy.
Source: Own elaboration.

The construction of the P-Fin index allows two
approaches to evaluating the knowledge part of
the questionnaire. The first option is to express the
P-Fin index in the form of an aggregate value,
which indicates the percentage of correct
answers. This approach was also applied in this
survey when assessing the overall level of
financial literacy and comparing full-time and part-
time students. The second alternative is the
representation of the P-Fin index in the form of an
ordered 8-tuple, where each component
represents the percentage success of answers in
individual areas of the structure of financial

the lower half of the scale is negligible can be
described as favorable. Also important is the fact
that the mode of division is achieved at the highest
level of importance.

Figure 2 then illustrates how respondents assess
their level of financial literacy. The evaluation was
again performed on a scale from 0 to 10, with
higher values indicating a higher level of
knowledge. Here we can notice that the maximum
number of responses has shifted towards average
and slightly above average responses in the range
of 5 - 8. Thus, there is a certain element of self-
criticism in combination with an appropriate dose
of self-confidence. The numbers of overconfident
as well as underestimating participants are
negligible.
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Figure 2 Histogram of the responses to the
respondents’ self-assessment of their financial
literacy. Source: Own elaboration.

literacy. Such an approach has been used to
detect weaknesses in financial literacy.

The portions of the correct answers, incorrect
answers, and “l do not know” answers are
illustrated graphically in Figure 3. It is clear from
the graph that incorrect answers predominate over
"l do not know" answers in all items. This can be
explained by the tendency of students to try to
guess the correct answer instead of admitting
ignorance. If we separate the results of full-time
and external students, as illustrated in Table 1, we
see that the number of "I do not know" answers for
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external students decreases, but at the same time,
it increases the share of correct answers.

To get a more detailed idea of the success of the
answers of full-time and part-time students, let's
look at the descriptive statistics, which are
summarized in Table 2. The results show that all-
important quantiles of overall success, as well as
the mean value, are shifted towards higher values
in external students. This leads us to the

Information
Insurance
Risk

Debt
Investments
Savings
Spending

Income

conclusion that external students, equipped with a
certain amount of practical experience, achieve a
better result. This assumption can also be verified
by a statistical test of the hypothesis of the equality
of average successes against the one-sided
alternative that the average success rate of
external students is higher. As we can see from
Table 3, this test allows this hypothesis to be
rejected at an extremely high confidence level
(The p-value is approx.. 10-15).
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Figure 3 Shares of individual types of answers according to the components of the P-Fin index.
Source: own elaboration.

Table 1 Comparing the shares of individual types of answers according to the components of the P-
Fin index in full-time and part-time forms of study. Source: own elaboration.

Full-time students Part-time student
Area
Correct Incorrect | do not Correct Incorrect | do not

know know
L”(:Srr(las“on 50% 36% 14% 59 % 32 % 9%
Insurance 42 % 46 % 12 % 64 % 29 % 7%
Risk 31 % 52 % 17 % 40 % 53 % 7%
Debt 63 % 26 % 11 % 72 % 23 % 5%
Investments 35 % 48 % 17 % 48 % 48 % 4 %
Savings 59 % 30 % 11 % 65 % 31 % 4 %
Spending 63 % 30 % 7% 72 % 26 % 2%
Income 45 % 39 % 16 % 67 % 24 % 9%
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Table 2. Descriptive statistics of the P-Fin scores for the whole sample and separately for full-time and

part-time students Source: Own elaboration

Group Min. 1-st Quartile Median Mean 3-rd Quartile Max
Whole 0.10 0.43 0.53 0.52 0.60 0.93
Full-time 0.10 0.40 0.50 0.48 0.57 0.90
Part-time 0.17 0.53 0.60 0.61 0.73 0.93

Table 3. Results of the two-sample Welch’s t-test for the means of P-Fins scores of the full-time and
part-time students. Source: Own elaboration

Mean t-statistics p-value
-ti 0,
Full tl.me 48.4% -8.4789 1151015
Part-time 60.9%

The more extensive Table 4 summarizes the
results of tests of average success according to
the individual components of financial literacy. As
we can see from the table, for all components of
the P-Fin index we can reject the null hypothesis
of equality of pre-success. Also, by comparing p-
values, we see that it is always at a high
confidence level. It almost always exceeds the
99% level. The only exception is the case of
savings management, but even here it is higher
than 98%.

With this decomposition of the P-Fin index into its
eight components, we cannot overlook a certain
drop in results in two areas. They are an
understanding of risk and investment. Given that
investments are always associated with a certain
amount of risk, the common decline in these two
areas is not accidental. The fact that these two
areas are a weakness in both groups of students
is well observable when displaying the resulting
scores in the form of a radar graph. These are
illustrated in Figures 4 and 5.

Table 4. Results of the two-sample Welch’s t-test for the means of single P-Fin components scores of
the full-time and part-time students. Source: Own elaboration

Area Form Mean t-statistics p-value
i Full-time 45.31 %
Earnings - -8.6966 2.2:1016
Part-time 66.55 %
. Full-time 63.24 %
Spending - -4.0364 3.45-10°
Part-time 71.90 %
) Full-time 58.96 %
Savings - -2.1036 0.01813
Part-time 65.00 %
Full-time 35.20 %
Investments - -4.6121 3.078-10°
Part-time 47.59 %
Full-time 62.99 %
DI : - -3.6644 0.00015
management Part-time 72.41 %
Full-time 41.94 %
Insurance - -8.9765 2.2-1016
Part-time 63.79 %
Risk Full-time 30.92 % 3.6489 0.000161
comprehension | part-time 40.17 % ' '
. g p
Information Full tl-me 4951 % -2 3689 0009273
sources Part-time 58.62 %
80 | Published: January 2021
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At the same time, the significant drop in
knowledge in the field of understanding and risk
management is by no means unique. This result
corresponds with many international surveys. The
results across 15 countries are summarized in the

Earnings
1
Consumption 0.75 Inf.Sources
0.5
Debt Risk
Investments Insurance
Savings

Figure 4 Radar graph of average scores of full-
time students by single components of the P-Fin
index. Source: Own elaboration.

As part of the survey, we were also interested in

the information resources that students use. The

results are clearly illustrated by the bar chart in

Figure 6. In this context, it should be noted that

respondents could choose several information

sources. Therefore, after adding up all the values,
304

150 250

50

work (Lusardi) in Table 2. Except for three
countries (France, Sweden, and Finland), there is
more than a 10 percent drop in success in risk
management. Thus, it turns out that this area is
generally the weakest place in financial literacy.

Earnings
1
Consumption 0.7 Inf.Sources
Debt Risk
Investments Insurance
Savings

Figure 5 Radar graph of average scores of part-
time students by single components of the P-Fin
index. Source: Own elaboration.

we get a sum higher than the number of
respondents. It turned out that the Internet as the
information source significantly dominates among
the answers without further specification of sites or
services.

o -

Internet  Advertisement Television

126
81
66
0

Financial

press Banks Advisors Friends

Figure 6 Bar plot of the number of responses on the use of information sources. Source: Own
elaboration.

Such dominance of the Internet as an information
source is, on the one hand, evidence of the current

trend of shifting attention to online tools. This is an
important reference for information providers who
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insist on more conservative forms. On the other
hand, it is also a signal of a certain danger arising
from the non-recognition of relevant information.
For example, in combination with the relatively
high share of friends as an information source, it
is possible to conclude that it can also be a social
network. There may be legitimate concerns about
the reliability of the information obtained in this
way. It can also be the result of marketing activities
on the Internet. Also, obtaining information and
advice directly from banks is often an effort to
acquire a new client rather than the result of
objective information. Thus, it turns out that when
strengthening financial literacy, it is also
necessary to address the issues of access to
information resources.

5 CONCLUSIONS

The results obtained in the statistical analysis
allow us to draw several conclusions with an
impact on financial education. An important result
is that it has been confirmed that external students
with some practical experience achieve better
results. Although practical experience cannot be
fully replaced, it is at least possible to get closer.
This means that in financial education, particular
attention needs to be paid to decision-making and
the analysis of the impact of this decision. Thus,
from "What is it" education and a theoretical
description of individual financial instruments, it is
necessary to move to solve issues such as "How
to use it", "How does it behave", and "What
happens if'. Addressing such outcome issues in
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