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Abstract

Numerous programs and initiatives have been developed to promote and improve financial education among American consumers.  A substantial amount of resources have been devoted to promoting financial education, and it is important that we put these programs to the test to see if they are in fact improving consumers’ overall financial well-being.  However, within the profession, there is a lack of understanding and knowledge about how to measure program impact to show that these programs are working.  


A special panel session on evaluating outcomes of personal financial education was held at the 2003 conference of the American Council on Consumer Interests to address these issues.  The purpose of the session was to 1) start a dialogue about how financial education programs can and/or should be evaluated and 2) provide researchers with a better understanding of how they can effectively conduct outcome-based programming.  This paper gives an overview of the highlights from the session.  During the first part of the session, panelists defined financial education and provided a brief description of successful outcome-based programming and current outcome measures.  The second part of the session was an open forum for researchers to discuss key issues related to the evaluation of financial education programs. 

Growing concern that consumers are inadequately prepared for today’s financial marketplace has generated a substantial amount of interest in financial education.  Over the last several years, numerous programs and initiatives have been developed to promote and improve financial education among American consumers.  A substantial amount of resources have been devoted to promoting financial education, and it is important that we put these programs to the test to see if they are in fact improving consumers’ overall financial well-being.  

However, within the profession, there is a lack of understanding and knowledge about how to measure program impact to show that these programs are working.  Measuring program impact is an issue of paramount importance to the profession.  Given the current state of the economy and recent budget cuts, it has become increasingly important that researchers show program impact to maintain current funding and obtain future resources for educational programs.


A special panel session on evaluating outcomes of personal financial education was held at the 2003 conference of the American Council on Consumer Interests (ACCI) to address these issues.  The purpose of the session was to 1) start a dialogue about how financial education programs can and/or should be evaluated and 2) provide researchers with a better understanding of how they can effectively conduct outcome-based programming.  Panelists were comprised of members from academia, the Federal Reserve System, and the U.S. Department of Agriculture.  This paper gives an overview of the highlights from the session.  During the first part of the session, panelists defined financial education and provided a brief description of successful outcome-based programming and current outcome measures.  The second part of the session was an open forum for researchers to discuss key issues related to the evaluation of financial education programs. 
What Is Financial Education?
Despite the recent popularity of financial education, there has been a lack of uniform understanding of what financial education actually means and/or entails and a general uncertainty about the process by which one becomes financially literate.  Mason and Wilson (2000) define financial literacy as a "meaning--making process" whereby individuals use a combination of skills, resources, and contextual knowledge to make sense of information so as to make decisions with an awareness of the financial consequences.  Under this definition, it is assumed that the achievement of a desired outcome is distinct from the financial education itself.  Therefore, the financial literacy knowledge (whatever its form) need not necessarily dictate what the individual actually chooses as the desired outcome.

Even so, most financial education programs with structured curricula assume that gains in financial knowledge render an individual financially literate and subsequently result in the individual making effective financial decisions. To illustrate, Vitt et al (2000) describe a financially literate individual as one that has "an understanding of his/her relationship to money (e.g. the need for financial security, tolerance for risk)… has the ability to read, discuss and communicate regarding personal financial issues."  In addition, the individual "has knowledge of banking and credit practices and of money management…of the need for protection against unforeseen events…(and) of how and where to find information to make effective financial decisions."

Regardless of how financial education is defined, there are several consistencies across the various definitions.  Hogarth (2002) points out that individuals who are financially literate are 1) knowledgeable, educated, and informed on issues of managing money and assets; 2) understand the basic concepts underlying the management of money and assets; and 3) use that knowledge and understanding to plan and implement financial decisions.  The question for researchers is how do we measure this definition?  And, more importantly, does knowledge of financial information translate into modified financial behavior?  

Financial Education and Outcome-Based Evaluations
A number of financial education programs and initiatives have successfully measured program impact using outcome-based evaluations.  These educational efforts have targeted groups such as students, low-income families, the unbanked, immigrants, military personnel, and individuals who are pre-retirement.  The objectives of these financial education programs have been to help consumers build financial knowledge, make informed financial decisions, use financial services responsibly, develop a sense of financial independence, and ultimately, to establish long-term financial security.  

Several empirical studies support the view that financial education positively affects financial behavior and financial outcomes (Bernheim and Garrett, 2001; Bernheim, Garrrett, and Maki, 2002; Braucher, 2001; Hirad and Zorn, 2001; Staten, Elliehausen and Lundquist, 2002; and Thaler and Bernatzi, 2001).  For example, research conducted by Bernheim et al. (2002) found that financial education on retirement planning in the workplace increased average savings rates for employees. In another study, Bernheim et al. (2001) found that students who attended high schools in states with financial curriculum mandates had higher savings rates and higher net worth as adults.  Hirad and Zorn (2001) investigated the effect of financial education prior to homeownership on delinquency rates for first-time mortgage borrowers.  They showed that borrowers who received financial counseling prior to the purchase of a home were less likely to be delinquent on their mortgages than those who did not receive counseling. Staten et al. (2002) focused on consumers who were undergoing credit counseling, but who were not in a debt management plan.  They found that those who had counseling ended up with higher credit scores after three years and had better payment behaviors reported in their credit records.  Thaler and Bernatzi’s evaluation of the Save More Tomorrow program revealed high participation and high retention rates for employees who were offered an opportunity to commit to increases in retirement savings from future pay raises (Thaler and Bernatzi, 2001).  This last example, however, focused less on education than on policy as a way to change financial management behaviors.

In addition to these studies, a number of Cooperative Extension programs have conducted successful outcome-based programming, including but not limited to: the NEFE® High School Financial Planning Program®, Money 2000™, America Saves, Financial Security in Later Life (FSLL), and the Expanded Food and Nutrition Education Program (EFNEP) (Schuchardt, 2003).  The focus of these extension programs has been on measuring changes in personal financial behaviors (i.e. developing a financial plan, increasing saving and investing, and reducing household debt).  A nationwide program evaluation of the NEFE® High School Financial Planning Program® showed that the program has resulted in statistically significant improvements in students’ knowledge, behavior, and confidence levels.  Approximately, half of the students who participated in the study started saving or began saving more.  Through its conclusion in 2000, Money 2000™ resulted in a cumulative increase in savings or debt reduction of $19.5 million by about 15,000 program participants who responded to evaluations.  Impact data collected for the Expanded Food and Nutrition Education Program has showed that an increased number of EFNEP participants now have a written spending plan and keep track of their expenses.       
While the preceding research and programming suggests that financial education is working, a few empirical studies present evidence to the contrary.  Using data collected from Chapter 13 debtors, Braucher (2001) found that those who attended debtor education programs were less likely to complete their repayment programs.  However, in this study, financial education may have been a proxy for factors that the researcher was unable to control for such as income and liability holdings.  A review of financial education studies by Braunstein and Welch (2002) found weak evidence that financial education positively affects financial behavior.  However, while not strong, the evidence suggests that low-income and limited resource audiences stand to gain the most from financial education.
The Challenges of Outcome-Based Programming
Measuring the effectiveness of financial education programs and initiatives is not easy.  There is little consensus within the profession on what measures should be used.  Perhaps, this is due to differences in what is being measured and how it is being measured.  Outcome measures currently being used vary by program and initiatives and range from levels of program participation to changes in knowledge and behavior. Measures of program impact have included savings rates, debt levels, wealth accumulation, delinquency and bankruptcy rates, credit scores, investment strategies, account enrollment, homeownership, and rates of participation in retirement savings plans.  More subjective measures have focused on capturing changes in participant satisfaction levels, self-confidence, attitudes, and self-reported measures of intended changes in financial behavior.     

Thinking about what measures can and/or should be used raises a number of challenges in the profession with respect to outcome-based program evaluation.  The bottom line is:  What are we going to measure?  How are we going to measure it?  When are we going to measure it?  And ultimately, how do we translate knowledge of financial information into modified financial behavior?  To address these issues, five key questions were posed during a special session at ACCI, and an open discussion was held among panelists and those attending the session.  The questions included:  


1) 
Who are the audiences and topics we want to target with outcome-based financial education programs?  


2) 
What are the outcomes/ behaviors we want to measure ex ante and ex post for these target groups?  


3)  
What are the appropriate objective and subjective measures and which can we track over time?  


4)  
Do standards and guidelines for measuring program effectiveness need to be established, and if so, what should they be?  


5) 
How can we more effectively design outcome-based program evaluations?  

Four central themes emerged from the discussion.  Initially, session participants raised several issues related to program participation, and specifically how to encourage and foster program attendance. Several suggestions were proposed including monetary compensation, a newsletter subscription, a graduation ceremony, and/or additional classes.  All of these suggestions were prefaced by the need to take into account the fact that different target audiences are motivated by different factors.  Issues were also raised in regards to a greater challenge--how can evaluators conduct successful follow-ups with program participants over time (e.g. 3 months, 6 months, or 1 year)?  There was a general consensus that successful follow-up evaluations require a built in mechanism that provides program participants with continual motivation during the progress period.  Further consensus indicated that participation and follow-ups could be improved if programs and initiatives were built into the community so that members were motivating each other (e.g. investment and savings clubs).

The second theme that emerged from the discussion centered around the acknowledgement that most program evaluations lack a follow-up component.  In an ideal world, empirically assessing the effectiveness of financial education requires longitudinal data and long-run analysis.  However, many financial programs and accompanying literacy initiatives are fairly new.  It will take a substantial amount of time before evaluators are able to collect this type of data.  Moreover, it is already difficult to collect initial data from program participants, especially low-income, limited resource audiences, immigrants, and the unbanked.  Also, some studies may not be able to assess whether there is a lasting impact simply because of resource constraints.  Following-up with program participants can be very time intensive and costly.  A few session participants questioned the practicality of doing outcome-based evaluations and whether it was even a good solution.    

A third central theme of the discussion focused on the possible need for an “authentic assessment system.”  Under this system, individuals would establish their own gauge for measuring their financial progress and whether they have succeeded.  The focus would then be on designing an evaluation that is uniquely tailored to each individual to address questions such as:  what is your particular plan or goal; what particular outcome(s) do you want to reach; and how do you feel about your progress?  The main point of this discussion was that if a program participant starts with a particular financial goal and changes that goal along the way, there needs to be flexibility within the program and its evaluation process to allow for this.  However, it was acknowledged that this flexibility makes it particularly challenging, if not impossible, to measure program impact effectively.

The fourth theme that emerged from the discussion was related to whether standards and guidelines for measuring program effectiveness need to be established within the profession.  There was a general consensus that the profession needs to move towards more uniform measurements and standards so that comparisons can be made across programs.  However, it was also acknowledged that “one size does not fit all.”  In other words, one method for measuring program impact is not likely to work for all programs.  Several session participants pointed out that the evaluation measures really depend on the target audience.  Each target audience has different needs and general program evaluation standards may not address those specific needs.  Also, it may be the case that the evaluator and programmer may discover that level of participation or knowledge is the only outcome that can be measured.  

Some additional comments were made which acknowledged that current research studies related to program evaluation have a number of flaws and limitations.  The consensus was that more rigorous research is needed in the profession to provide a basis for future justification of funding for financial education.

Concluding Remarks

In the end, panelists and session attendees were left with the question—what exactly does it mean to have a “successful” financial education program?  As we move forward in the profession, researchers need to be cognizant of the issues raised during this discussion.  The intention of the panel session was to start a dialogue about the issues.   The authors of this paper call upon professionals in the field to continue the dialogue on financial education and outcome-based programming.  The authors further encourage more rigorous, outcome-based program evaluations, especially those that test various outcome measures and their robustness.
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