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FOREWORD 

On May 7-8, 2008, the U.S. Treasury Department and the Organization for Economic Co-

operation and Development (OECD) co-organized a two-day high-level International Conference on 

Financial Education in Washington, DC. It generated a multinational dialogue on recent 

developments, innovative methods, and successful tactics for improving financial literacy. 

The culmination of this conference was the result of OECD‘s ongoing financial education project 

which started in 2003 and was built on three main pillars: the elaboration of analytical and 

comparative research reports; the development of international principles and good practices; and the 

promotion of enhanced international awareness, cooperation and policy dialogue on financial 

education
1
.  

Through this partnership between the Treasury Department and OECD, the Treasury Department 

accomplished one of its calls to action outlined in its national strategy entitled, Taking Ownership of 

the Future: The National Strategy for Financial Literacy
2
, which was issued in 2006 by the U.S. 20-

agency Financial Literacy and Education Commission. 

Participants included over 200 leaders from governments, universities, businesses, non-profits 

and international organizations that, in total, represented 43 countries. Through a far-reaching 

programme, these international high-level policy and decision makers and practitioners shared their 

approaches, experiences and best practices on most topical and challenging financial education issues 

including: 

 Creating and implementing national financial education strategies  

 New realities of retirement savings 

 Enhancing awareness of risks transferred to individuals 

 Credit challenges and opportunities resulting from the mortgage problems 

 Developing and delivering youth financial literacy programs 

 Increasing financial access for underserved groups 

 Identifying efficient practical tools and innovative techniques to implement financial 

education programs 

In his opening address at the conference, the OECD Deputy Secretary-General, 

Mr. Pier Carlo Padoan stressed that ―Financial education is not just for investors. It is just as 

important, if not more so, for the average family trying to balance its budget and save for their 

children‘s education and the parents‘ retirement.‖ He touched upon upcoming challenges for financial 

education and concluded by noting that financial education should be considered as a complement to, 

rather than a substitute for, proper financial market regulation and supervision. 

                                                      
1
 For further information, on this project, see the foreword of volume II and the OECD International Gateway for 

Financial Education (www.financial-education.org)  

2
 For more information about the U.S. National Strategy, see www.mymoney.gov. 

http://www.mymoney.gov/
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The Secretary of the Treasury Department Henry M. Paulson, Jr. in closing the conference stated 

that as the world has become more connected and financial products have become more complex, 

there is an even greater need for financial education. He also said ―people everywhere want to know 

how to wisely spend, save and invest their money. They want to build a more secure and prosperous 

future for themselves and for their families.‖  

Among the keynote speakers and moderators of the conference, Dan Iannicola, Jr., Treasury 

Deputy Assistant Secretary for Financial Education and Executive Director of the President's Advisory 

Council on Financial Literacy, emphasized that in spite of nations‘ unique economic characteristics, 

they share a number of common problems when their populations lack needed financial skills. He said 

a goal of the conference was to bring countries together to look for common solutions to these 

problems. André Laboul, head of OECD's Financial Affairs Division, also stressed the need to develop 

a new culture of financial responsibility and help citizens become financially educated. He said that in 

a world where financial risks are increasingly transferred to households, financial education has 

become an essential policy tool.  

 This volume provides the details of the conference sessions and panel including the main 

keynote addresses and summary of interventions of speakers as well as specific policy conclusions of 

moderators for each session
3
.  

The OECD and the Treasury Department would like to especially thank the Organization of 

American States and its staff for hosting the event. They are also grateful to all the speakers and 

moderators for their valuable contributions to the success of this conference.  

The views expressed here are the sole responsibility of their authors and do not necessarily reflect 

those of the OECD Committee on Financial Markets, Insurance and Private Pensions Committee and 

Working Party on Private Pensions, the Secretariat, the Member or non-Member countries. The 

publication has been prepared by the OECD Financial Affairs Division with the collaboration of the 

Treasury Department‘s Office of Financial Education. 

 

   

Dan Iannicola André Laboul 

Treasury Deputy Assistant Secretary  Head of the Financial Affairs Division  

for Financial Education and  OECD 

Executive Director of the President's Advisory Council 

 on Financial Literacy 

                                                      
3
 PowerPoint presentations and papers included in this publication as well as bios of moderators and speakers are 

available on the OECD Conference webpage www.oecd.org/daf/financialeducation. The conference was 

transmitted live by the OAS, with the support of the Young Americas Business Trust, and can be viewed through 

their videos on demand service at www.oas.org.  

http://www.oecd.org/daf/financialeducation
http://www.oas.org/
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B- Increasing the Effectiveness of Financial Education in the Workplace 

Annamaria Lusardi
10

, Professor, Dartmouth College/Harvard Business School, United States 

More than ever before, individuals are in charge of their own financial security after retirement. 

With the shift from defined benefit to defined contribution pension plans that has occurred over the 

past twenty years, individuals increasingly have to decide how much to save and how to allocate their 

pension wealth. The necessary decisions are daunting and are made more difficult by the increased 

complexity of financial instruments; investors have to deal with a vast array of new and sophisticated 

financial products. Saving decisions now require not only that individuals be informed about their 

pensions, but also that they be knowledgeable about finance and economics.  

Yet, there is mounting evidence that people are unfamiliar with even the most basic economic 

concepts. Throughout the book I edited last year and in many papers I have written in collaboration 

with other researchers, evidence is shown of widespread financial illiteracy in the United States. Older 

workers display little knowledge of the power of interest compounding, the effects of inflation, and the 

workings of risk diversification.
11

 Even among individuals in their prime earning years, such as Early 

Baby Boomers, who were 51–56 years old in 2004, there is evidence of low numeracy and limited 

understanding of interest compounding. Knowledge of more advanced financial concepts, such as the 

difference between bonds and stocks, the workings of mutual funds, and basic asset pricing is even 

scarcer. These findings are not only widespread, but are particularly severe among specific 

demographic groups, such as women, those with low education and low income, and African-

Americans and Hispanics.
12

 Individuals also display low debt literacy; only a little more than one-third 

of respondents in a representative sample of the U.S. population can figure out how quickly debt can 

grow when borrowing at an interest rate of 20 percent. Similarly, only 36 percent know how to 

eliminate credit card debt by making small payments over time, and a meager 7 percent are able to 

correctly pick the more advantageous method of payment out of two options.
13

 Finally, many 

individuals participating in customized surveys report that not having enough knowledge about 

finance/investing represents one of the most difficult elements of their saving decisions. Consistent 

with this fact, many individuals consider themselves simple investors.
14

 

 Lack of information about pensions—one of the critical components of retirement wealth— is 

also widespread. When comparing workers‘ and employers‘ reports about pensions, Gustman, 

Steinmeier, and Tabatabai (2008) find that close to half of older workers were not able to correctly 

identify their pension plan type. Workers misreport their pension plan type because they do not 

understand their pensions well, and today‘s workers need—at minimum—an adequate level of 

                                                      
10

 Annamaria Lusardi is professor of Economics at Dartmouth College and visiting scholar at Harvard Business 

School. Part of this article draws from the book she edited, ―Overcoming the saving slump: How to 

increase the effectiveness of financial education and saving programs‖ (University of Chicago Press), 

and the article ―Household saving behavior: The role of financial literacy, information and financial 

education programs,‖ written for the conference and conference volume ―Implications of Behavioral 

Economics for Economic Policy‖ (Federal Reserve Bank of Boston, September 27–28, 2007). She 

would like to thank participants to the U.S. International Conference on Financial Education, 

Washington, D.C., for their comments and Harvard Business School for its hospitality while writing 

this paper. 

11
 See Lusardi and Mitchell (2006). 

12
 Fore more detail, see Lusardi and Mitchell (2007a, 2008, 2008b) and Lusardi (2007). 

13
 See Lusardi and Tufano (2008). 

14
 See Lusardi, Keller, and Keller (2008) 
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understanding of pensions in order to be sure of funding them properly. Knowledge about Social 

Security is also scanty. As was noted in the Employee Benefit Research Institute report describing the 

findings from the 2007 Retirement Confidence Survey, even though it has been 24 years since 

legislation was passed that increased in increments the normal retirement age for Social Security, and 

despite 8 years of annual mailings of individual benefit statements from the Social Security 

Administration, only 18 percent of workers know the correct age at which they will be entitled to full 

Social Security benefits. Consistent with evidence of lack of information about major components of 

retirement wealth, research shows that many workers do not plan for retirement, even when they are 

only 5 to 10 years away from it. Lack of planning is not only widespread among older generations, but 

it is also present among current Baby Boomers.
15

 

Lack of information and lack of financial literacy provide fertile ground for financial errors. Left 

to their own devices, employees may choose to invest their pension wealth in either too-conservative 

or too-aggressive assets. An analysis of portfolio allocation from a large sample of investors offers 

compelling evidence that portfolio allocation can be improved upon.
16

 Moreover, those who display 

low literacy are more likely to have problems with debt, are less likely to participate in the stock 

market, and less likely to plan for retirement.
17

 Those who do not plan, arrive at retirement with much 

less wealth than those who do plan.
18

 

Financial education 

Most large firms, particularly those with defined contribution pension plans, offer some form of 

financial or investment education program. The evidence on the effectiveness of these programs is, so 

far, rather mixed.
19

 There is evidence of some positive effect of financial education on savings and 

pensions, but the type of education seems to matter. For example, Bernheim and Garrett (2003) find 

that programs that rely on print media (newsletters, plan descriptions, etc.) have generally no effect on 

pension participation or contributions, even though the quality of financial information does matter 

(Clark and Schieber, 1998). Only a few studies find that those who attend a retirement seminar are 

much more likely to save and contribute to pensions.
20

 Clearly, those who attend seminars are not 

necessarily a random group of workers. Because attendance is voluntary, it is likely that those who 

attend have a proclivity to save, and it is hard to disentangle whether it is seminars, per se, or simply 

the characteristics of seminar attendees that explain the higher savings of attendees that are shown in 

the empirical estimates. However, Bernheim and Garrett (2003) argue that seminars are often 

remedial, i.e., offered in firms where workers do little or no saving. In their work, they find that the 

effect of seminars is concentrated in the first two quartiles of wealth and decreases or disappears at 

higher values of wealth holdings, a finding difficult to rationalize simply by appealing to tastes for 

saving. 

Lusardi (2004) uses data from the Health and Retirement Study and confirms the findings of 

Bernheim and Garrett (2003). Consistent with the fact that seminars are remedial, she finds that the 

effect of seminars is particularly strong for those at the bottom of the wealth distribution and for those 

                                                      
15

 See Lusardi (1999, 2007) and Lusardi and Beeler (2007) 

16
 See Mottola and Utkus (2008). 

17
 See Lusardi and Tufano (2008), van Rooij, Lusardi, and Alessie (2007), and Lusardi and Mitchell (2006). 

18
 See Lusardi and Mitchell (2007a). 

19
 See Lusardi (2004) and Lusardi and Mitchell (2007b) for a review of the effectiveness of financial education 

programs. 

20
 See Bernheim and Garrett (2003) and Lusardi (2004). 
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with low education. Estimated effects are sizable for the least wealthy, for whom attending seminars 

appears to increase financial wealth (a measure of retirement savings that excludes housing and 

business equity) by approximately 18 percent. Note also that seminars affect not only private wealth 

but also measures of wealth that include pensions and Social Security wealth, perhaps because 

seminars provide information about pensions and encourage workers to participate and contribute. 

This can be important because, as mentioned before, workers are often uninformed about their 

pensions. Additionally, seminars affect accumulation by changing not only how much people save but 

also how they invest their portfolios; for example, those who have attended seminars are more likely 

to hold stocks. Analysis by education groups confirms that those with low education and lower wealth 

respond to retirement seminars by purchasing more stocks, while there is no comparable effect of 

seminars on those with high education.
21

  

While these studies were able to single out the effects of financial education, one should also note 

that a only small fraction of workers ever attend retirement seminars or work at firms that offer such 

seminars. Thus, many workers are left untouched by such initiatives. 

Other papers find rather modest effects of education programs. Duflo and Saez (2003, 2004) 

investigate the effects of exposing employees of a large not-for-profit institution to a benefit fair. This 

study is notable for its rigorous methodology; a randomly chosen group of employees was given a 

monetary incentive ($20) to attend a benefit fair, and their behavior was compared with that of a 

similar group in which individuals were not offered any incentives to attend the fair. This 

methodology overcomes the problem mentioned before that those who attend education programs may 

already be inclined to save. Findings from this study show that incentives to attend greatly increase 

participation in the fair. Those who were provided with a monetary incentive were more than five 

times as likely to attend than other employees. Interestingly, even those who were not offered an 

incentive but were in departments with employees who did receive such an incentive were three times 

as likely to attend, indicating that peer effects are at work in these types of decisions. After attending 

the fair, individuals who received an incentive to participate were significantly more likely to start 

contributing to a Tax Deferred Account retirement plan. However, the same was shown to be true for 

those individuals who did not receive the financial incentive but who worked in departments where 

other employees received an incentive, again suggesting that people may be highly influenced by the 

behavior of those around them. 

In a series of papers, Clark and D‘Ambrosio (2008) examined the effects of seminars offered by 

TIAA-CREF at a variety of institutions. The objective of the seminars was to provide financial 

information that would assist individuals in the retirement planning process. The authors‘ empirical 

analysis is based on information obtained via three surveys: participants completed a first survey prior 

to the start of the seminar, a second survey at the end of the seminar, and a third survey several months 

later. Respondents were asked whether they had changed their retirement age goals or revised their 

desired level of retirement income after the seminar. 

After attending the seminar, several participants stated they intended to change their retirement 

goals and many revised their desired level of retirement income. Thus, the information provided in the 

seminars did have some effect on behavior. However, it was only a minority of participants who were 

affected by the seminars. Just 12 percent of seminar attendees reported changes in retirement age 

goals, and approximately 30 percent reported changes in retirement income goals. Moreover, 

intentions did not translate into actions. When interviewed several months later, many of those who 

had intended to make changes had not yet implemented them. Another conclusion of the study was 

                                                      
21

 See Lusardi (2005). 
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that the effect of the seminar was rather different among demographic groups. For example, the study 

highlights rather pronounced gender differences in saving behavior. Before attending the seminars, 

women displayed less confidence in their ability to attain their retirement goals than men. But women 

were substantially more likely than men to increase their expected retirement age and to alter their 

retirement goals. Thus, evaluating the effects of seminars on the whole population of participants may 

understate its impact on specific groups. 

It is not surprising that one retirement seminar does little to change behavior. Few surveys on the 

topic provide information on the number of seminars offered or the number that participants attended, 

but it seems that participants often attend only once or a handful of times (Clark and D‘Ambrosio, 

2008). But widespread financial illiteracy cannot be ―cured‖ by a one-time benefit fair or a single 

seminar on financial economics. This is not because financial education is ineffective, but because 

these programs are too small with respect to the size of the problem they are trying to address. 

Evidence from financial education sessions offered in programs aimed to promote Individual 

Development Accounts (IDAs), which are subsidized savings accounts targeted at the poor, show that 

multiple education sessions are effective in stimulating saving (Schreiner and Sherraden, 2007).  

Increasing the effectiveness of financial education programs 

The evaluation of the programs implemented so far suggests that exposing workers to 

information or education sessions may be insufficient to stimulate behavior. As I have highlighted in 

most of my papers, saving is a complex decision and requires knowledge well beyond what most 

employees seem to possess. One way to help people save is to find ways to simplify saving decisions. 

This is the strategy analyzed by Choi, Laibson, and Madrian (2006). They study the effect of Quick 

Enrollment, a program that gives workers the option of enrolling in the employer-provided saving plan 

by opting into a preset default contribution rate and asset allocation. Unlike default options, where 

workers are automatically enrolled into a pensions plan, in this program workers have the choice to 

enroll or not, but the decision is much simplified as they do not have to decide at which rate to 

contribute or how to allocate their pension assets. 

When new hires were exposed to the Quick Enrollment program, participation rates in 401(k) 

plans tripled, going from 5 percent to 19 percent in the first month of enrollment. When the program 

was offered to previously hired nonparticipants, participation increased by 10 to 20 percentage points. 

These are large increases, particularly if one considers that the preset default contribution rate was not 

particularly advantageous: the contribution rate in the most successful program was set at only 2 

percent, with 50 percent of assets allocated to money market mutual funds and 50 percent allocated to 

a balanced fund. Moreover, Quick Enrollment is particularly popular among African-Americans and 

lower income workers who, as the research mentioned before shows, are less likely to be financially 

literate. Thus, changes in pension design can have a significant impact on participation. Most 

importantly, programs such as this can be implemented at a low cost. 

The finding, noted earlier, that people have difficulty following through on planned actions 

further suggests that education alone many not be sufficient to influence behavior. Rather, it is 

important to give consumers the tools to change their behaviors. Another approach intended to 

simplify the decision to save and, in addition, help employees make an active choice is the one 

designed by Lusardi, Keller, and Keller (2008). They devised a planning aid to be distributed to new 

hires during employee orientation. The planning aid displays several critical features. First, it breaks 

down the process of enrollment in supplementary pensions into several small steps, describing to 

participants what they need to do to be able to enroll in a plan online. Moreover, it provides several 

pieces of information to help overcome identified barriers to saving, such as describing the low 

minimum amount of income employees can contribute (in addition to the maximum) and indicating 
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the default fund that the employer has chosen for them (a life-cycle fund). Finally, the planning aid 

contains pictures and messages designed to motivate participants to save. 

The planning aid was designed after thorough data collection.The researchers devised a survey 

asking explicitly about barriers to saving, sources of financial advice, level of financial knowledge, 

and attractive features of a pension plan. Moreover, they conducted focus groups and in-depth 

interviews (with both employees and human resources administrators) to shed more light on the 

impediments to saving of employees at this institution. These data collection methods, which are 

common in the field of marketing, are well suited to capturing the wide heterogeneity that exists 

among individuals facing saving decisions. Even though the sample in this study is small, and hardly 

representative of the U.S. population, it displays findings that are consistent with the evidence 

described above. For example, many employees in this study stated that they consult only family and 

friends when making saving decisions. Close to 40 percent stated that they do not have enough 

knowledge about finance/investing, and close to 20 percent stated that they do not know where to start. 

Similar to the findings of Clark and D‘Ambrosio (2008) and Choi, Laibson, and Madrian (2006), 

women were found to be more reactive to the saving program. The program was very successful; 

contribution rates to supplementary retirement accounts tripled after the introduction of the customized 

planning aid. 

The planning aid was further supplemented with new methods of providing information and 

advice to employees. Given the evidence reported in previous studies of the importance of ―peer 

effects‖ on saving and low levels of numeracy among employees, particularly among women and 

those with low income, videos were made available to employees. These videos provided testimonials 

of how other employees in the same institution overcame barriers to saving. They also provided 

implicit suggestions on how to save and how to invest retirement wealth. The targeted groups were 

women and low-income employees, and only employees in these two groups were shown in the 

videos.
22

 

This program highlights several important considerations. First, while economic incentives, such 

as employer matches or tax advantages may be useful, they do not exhaust the methods that can be 

employed to encourage people to save. In fact, given the identified lack of information and financial 

knowledge among the general population, there may exist other, more cost-effective, programs that 

can induce people to save. Second, employees are more prone to decision-making at specific times. As 

discussed before, many people do not plan for retirement even at an advanced age, and it may be very 

important to exploit ―teachable moments‖. For example, the start of a new job induces people to think 

about saving. Thus, it may be particularly beneficial to target initiatives to employees who are newly 

hired, as this is the group that is the most open to changes, since they are already in the process of 

making decisions regarding saving and retirement planning. Third, to be effective, programs have to 

recognize the many differences that exist among individuals, not only in terms of preferences and 

economic circumstances, but also in the level of knowledge, financial sophistication, and ability to 

carry though with plans. In other words, relying on ―one-size-fits-all‖ principles can lead to rather 

ineffective programs. Note that a planning aid can work in conjunction with other saving mechanisms. 

In other words, a planning aid can supplement rather than substitute for existing (or new) initiatives to 

promote saving. Combined with other initiatives, planning aids can significantly enhance employees‘ 

retirement security. Finally, this is not only an effective initiative but also one that is low-cost. 

While the mixed evidence on financial education programs has led some to question whether it is 

worth offering these programs, the evidence gathered in this article shows that it is possible to increase 

                                                      
22

 The videos are available on the following web site: http://www.dartmouth.edu/~hrs/benefits/saving_for_retire

ment.html  

http://www.dartmouth.edu/~hrs/benefits/saving_for_retirement.html
http://www.dartmouth.edu/~hrs/benefits/saving_for_retirement.html
http://www.dartmouth.edu/~hrs/benefits/saving_for_retirement.html
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the effectiveness of financial education programs. The problems are many and the challenges are 

daunting, but programs can be designed to change saving behavior. We have a wealth of information 

to rely on, as we are increasingly understanding the variables at play in providing and promoting 

effective saving and financial education programs. That information should make effective financial 

education and improved saving increasingly possible as we move further into a very different pension 

landscape and a financial world of increased individual responsibility for financial well-being. 
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