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Financial Literacy: Awareness,
Knowledge, Skills and Behaviour

Sergeja Kocar, Ales Trunk, Valerij Dermol,
and Nada Trunk Sirca

This monograph focuses on various aspects of financial literacy and
its importance for all generations, especially for the younger gener-
ation. Literacy, financial or any other is the permanently evolving
ability of individuals to use socially agreed systems of symbols for
receiving, understanding, creating and using texts in order to live
within the family, school, workplace and society. Reading, writing and
computing, i.e. skills, without which effective functioning in modern
developed societies is virtually unimaginable, are considered basic
literacy skills. Financial literacy is therefore essential knowledge and
skill, and a prerequisite for successful and creative personal growth
and responsible work in professional and social life. Internet, modern
technology and digitalization have significantly changed the nature
and importance of literacy.

For the successful functioning in a society that is confronted with
global, economic, technological, social and cultural changes, the de-
velopment of different forms of literacy, such as information, digi-
tal, media and, ultimately, financial literacy, is necessary. Financial
literacy thus encompasses basic literacy, reading and mathematical
literacy, being their upgrade at the same time, as it requires more
knowledge and skills in a specific, financial field. All principles of
general literacy apply, but also and above all, the understanding and
the ability to use financial information in decision-making. In this
context, financial literacy does not constitute a separate type of lit-
eracy, but is seen as an interweaving of general reading and math-
ematical literacy as well as other basic knowledge and skills related
to personal and general financial matters. Financial literacy is one of
the components of financial fitness - it is expressed as information
on finances and financial trends, as well as understanding or knowl-
edge of financial products and services, concepts and risks. Financial
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literacy is defined as a combination of awareness, knowledge, skills
and behaviour that is necessary for proper financial decision-making
and achievement of one’s own financial prosperity. Financial literate
individuals are mathematically literate, they can effectively manage
money, understand credit and debt management, are able to assess
the need for insurance and protection, they can evaluate various risks
and reimbursements related to saving and investment opportunities,
and understand wider ethical, social, political and environmental di-
mensions of finance. Cognitive aspects of financial literacy include
knowledge, education and information on various financial areas of
money and resources management, banking, investments, loans, in-
surance and taxes. It also enables understanding of the fundamentals
of managing money and other assets. On the other hand, financial il-
literacy is manifested through elements of financial instability, such
as over-indebtedness, inadequate savings, poor planning for the fu-
ture (for example, for higher expenditures expected, security savings
for a possible unexpected worsening of the financial situation, retire-
ment savings) and inadequate investment practices.

Innovation, globalisation, technological progress and new elec-
tronic channels enable an individual to have an increasing choice of
financial products and services. However, many individuals perceive
them as complicated and incomprehensible. As various studies on
financial literacy have shown, this is a result of poor financial knowl-
edge of individuals. Individuals are becoming more and more aware
that they lack the essential skills to understand and perform finan-
cial operations. Also, they often overestimate their understanding of
financial services. The importance of financial education is increas-
ing, but the financial awareness of the population will only be suc-
cessful when everyone realizes that they are financially under-literate
and that this kind of knowledge also brings benefits to themselves.
Without financial awareness, it is not likely that individuals will be
susceptible to financial education.

Many individuals do not plan choosing financial products and ser-
vices that meet their needs. This makes them much more prone to
borrowing and difficulties if their personal circumstances change (for
example, due to loss of a partner, employment, prolonged illness,
etc.). This is also the reason why is it difficult for individuals to en-
sure a satisfactory standard of living when they retire. Despite nu-
merous confirmations of a low level of financial literacy, individuals
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are increasingly aware that the understanding of financial matters is
very important for them and their families.

According to Trunk Sirca, Barle Lakota, Mohorko, Kolenc, and
Dermol (2013), education has, since the beginning of the modern
state and the establishment of mass education, been an important
factor that contributes to strengthening of the links between politi-
cal institutions and individuals. Investing in education and training
of individuals at all stages of life benefits all age and income groups.
It benefits the individual, the economy and the whole society. Fi-
nancial education must complement the basic financial knowledge
of individuals. Appropriate financial education should be offered by
financial service providers, which should be properly trained. Finan-
cially educated users choose products and services that best suit their
needs regardless of the place of the financial services provider. Thus
they use the opportunities offered by the single market. Increased
financial literacy and awareness of individuals promote competitive-
ness in the markets of financial products.

According to the European Commission (Evropska komisija, 2007),
financial education helps children in understanding the value of
money by teaching them how to manage and save it. Students and
young people can gain rich experience for independent living, for
example in handling student loans and returning them. Financial
knowledge can help design important life decisions, such as buy-
ing a home and schooling of children, it helps individuals to create
financial reserves for unforeseen events and investing and save for
retirement. General financial awareness helps people avoid a variety
of financial frauds and makes them more willing to follow regulatory
authorities” alerts. They also choose financial services better and in
line with their needs. Accordingly, it is less likely that they will buy
products that they do not need or do not understand which could get
them into financial difficulties.

In the economy, benefits of financial education are reflected in fi-
nancial stability, as it helps the users to choose appropriate financial
products and services, thus leading to lower penalty interest rates and
to more diversified and safe savings and investment. The financially
educated people are able to find more appropriate and cheaper fi-
nancial products and services, thus activating the financial industry
and improving economic prosperity. Changes are perceived in the
promotion of competition, the promotion of innovation, and the de-
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mands for better quality and greater diversity of products and ser-
vices. People investing with more confidence enable the additional
liquidity of capital markets, financing small businesses, which are
the key element in supporting growth and job creation (Evropska
komisija, 2007).

Financial education also benefits the society at large as it helps to
prevent financial exclusion. Financially educated individuals will be
able to take care of daily finances. Qualified individuals, including
those with low income, will be able to plan and save some of their
income. In summary, financial education helps to develop skills for
a financially less burdened future. The contribution of financial edu-
cation is reflected both on consumers and on the society as a whole,
since informed clients are necessary for the functioning of compet-
itive financial markets. One of the goals of the one-stop market in
Europe in the 21st century is to strengthen the ability of all people
to decide on the basis of information received (Commission of the
European Communities, 2008). In Slovenia, we also note that im-
provement of financial literacy is needed. To this end, government
and private institutions in Slovenia are more likely to engage in the
literacy of different target groups with increased intensity.

Slovenia joined the Global Money Week under the slogan ‘Work
and Save Smart. In cooperation with schools - during the lessons
of domestic science, the NEIs carried out activities related to the
upgrading of financial education for children and adolescents. The
training was conducted through various channels: from the school
radio, classroom discussions on the topic of money and finances,
making posters, visits to financial institutions, lectures for parents
and the like. Various activities on the topic of financial literacy of
young people contribute to raising awareness of the importance of
financial knowledge among other age groups as well.

The monograph is divided into four parts. In the first part — The
Money, the Society and the Individual — we show the development of
money and its importance in the society. We represent the importance
and the role of financial education in the modern society; we treat
and distribute financial education and training in the world and in
Europe. In this part of the text, we present some good practices in
selected European countries in greater detail. Special attention was
also paid to good practices of the Slovenian institutions in the field
of education and training for financial literacy.
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In the second part — Various Aspects of Financial Literacy — we
present the research on the financial literacy of Slovenes. We put
special emphasis on the financial literacy of young people in the
framework of the Programme for International Student Assessment -
PESA. For the last few years, the developed and developing countries
have been increasingly worried about the low level of financial liter-
acy of their citizens. The reasons for this are the shrinking of public
and private support systems, the modification of demographic pro-
files, such as the aging of the population, and the rapid development
of financial markets. Concern was further enhanced by the financial
crisis and the recognition that the lack of financial literacy is one of
the factors contributing to the poor financial decisions of individu-
als and that these decisions can have serious negative consequences.
Therefore, financial literacy is now recognised as an important ele-
ment of economic and financial stability and development through-
out the world (oEcD, 2000; Sterman Ivanéic, 2013, p. 21). Further in
the second chapter, we presented the influence of the parents, the
school and the society on the level of financial literacy among pupils.
In this part of the monograph, we also present the importance of
financial literacy and entrepreneurship for connecting the v, and
we also touch the area of the labour market, thus addressing youth
unemployment as an incentive for self-employment.

In the third part - Education for Financial Literacy and the Role
of Banks — based on a survey performed on bank clients, we con-
firm that the activities carried out by banks in order to improve the
financial standing of clients affect the increase in the financial liter-
acy of Slovenes. We also note that in addition to banking activities,
other activities (which were not the subject of this research) influ-
ence the increase in financial literacy as well. Therefore we believe
that it would be good to explore other reasons, for example: environ-
ment, upbringing within the family and the media, and to determine
their influence on financial literacy. By means of the survey we also
note that financially literate users of banking services are better ac-
quainted with banking products, although they are equally used by
both groups - financially literate and financially illiterate. The dif-
ference is that the former use them better and with less collateral
damage. We estimate that this finding confirms that banks are not
sufficiently engaged in the specifics of their various clients, such as
market research by geographical regions and by age groups. As a
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result, banks also do not adjust the supply to the requirements of re-
gional markets and population groups, which makes banking prod-
ucts and services under-differentiated.

In the fourth part — Conclusions and Recommendations — we wrote
the conclusions of the entire monographic publication and made rec-
ommendations and guidelines in the area of financial literacy, espe-
cially among young people.
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Part One

The Money, the Society
and the Individual






The Development of Money
and its Importance in the Society

Sergeja Kocar and Ales Trunk

Money is a wider civilisation phenomenon. The history of its devel-
opment is not uniform, but the stage of civilisation is important for its
creation. It was created before the state was built and it changed its
form and function during evolution. It is strongly linked to banking
and the population. If we ask ourselves what money is, the answers
can be very different. The authors also define it in different ways.
Samuelson and Nordhaus (2002, p. 469) say that money is anything
that can be used as a generally accepted equivalent in exchange. The
transaction money, which is the sum of banknotes and coins that are
in circulation outside banks, is pointed out as the most important.
The widespread money follows by significance, including savings de-
posits, cash and check accounts. They see the key benefits of money
in the possibility of protecting it against counterfeiting, its rarity and
its usefulness as a general means of payment. “‘We know more about
money than any other object; because there is nothing that we should
know about it and nothing can it hide from us as well. It is a thing
that is entirely without characteristics, and therefore unable to do
what even the weakest object can do: to hide the surprise or disap-
pointment in itself,” notes Simmel (1978, p. 224). Arhar thinks that
money is like a language. It is a means of communication between
different market participants (Arhar, 2014, p. 5).

Gyorek (2003, p. 43) describes that the exchange of goods was
already under way before the money was invented. Money only sim-
plified and accelerated it. Throughout history, money went through
various stages of development, from pegged to paper currency. The
author believes that money performs five functions in national
economies — it is a general measure of value that reflects the value of
goods through the price; it appears as a means of conversion, since
it physically mediates trade in goods; he performs a treasury role
when it does not circulate and someone saves it for later purposes;
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It can also function as a universal payment medium when it is fully
covered by gold reserves and is convertible to gold at the emission
bank; it is most commonly known as a means of payment in exchange
transactions.

The philosophical view of money is different again. In his work,
Simmel (1978, pp. 4-10) reveals this aspect, which he developed on
the basis of the sense of values, practice of attitude towards things
and mutual relations between people. It also monitors its effects on
the individuals’ sense of life, the interweaving of their destinies and
the general culture. For him, money is an autonomous expression of
the exchange rate, which changes the desired objects into economic
ones and allows the substitutability of things. It confirms the original
need for valuable money and the transition to its functional nature.
Money becomes a tool, which affects the increase in the value of
wealth. The author also highlights the phenomenon of psychologi-
cal consequences of money, such as greediness, wastefulness, ascetic
poverty, modern cynicism, and so on. The amount of individuals’
money is also reflected in different levels of economic awareness, dif-
ferences in risks and the transformation of specific rights into mone-
tary requirements. Money has a great influence on the lifestyle. In the
monetary economy, the prevalence of intellectual functions over the
emotional, the dual role of mind and money, the expansion of ma-
terial culture together with the backlog of individual, more intense
pace and changes in life, as well as changes in the amount of money
are visible. Laut (2001, pp. 14-15) pointed out in his work that an
individual achieves freedom in the financial field when money works
for a person, and not when a person works for it. The author thinks
that we should build the spirit of well-being, which means that we
get the ability that enables us to achieve material goals and provides
us with emotional security, and also teaches how to properly dispose
with the money.

In order to better understand the connection of money with an
individual and the bank, it is necessary to examine the history of its
development.

About the Development of Money over Time
Despite numerous studies of the origin of money, we do not know
the exact period of its creation. The evolution of money goes back
to a very early stage of history, far before the emergence of orga-
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nized forms of the human community. The habits and benefits of
the people were those that caused the emergence and subsequent
use of money. The emergence of money is firstly a wider community-
related and only later a narrower economic phenomenon (Vilar, 199o,
p- 29). As a means of exchange, money first replaced shells and later
also handicraft products. Consequently, this influenced relations be-
tween people, economic relations, the formation of social orders, etc.
Moreover, the monetary exchange provoked countless quarrels and
wars. In today’s society, money is the reason for social stratification,
through money we have learned the division of people into economic
classes and social classes, from the lowest, through higher to the
highest (Keynes, 2007).

A double role of money was studied by Aristotle in his papers on
the state of society. In them, he gives a theoretical basis for defining
the concepts of the economy as the art of acquiring useful things and
chrematistics as the art of enrichment. For Aristotle, the first role of
money (obtaining useful things for one’s own needs) is necessary and
is in accordance with nature, while the other (enrichment) is just the
opposite — unnatural and without any boundary, it is the acquisition
of property that goes beyond the natural limits of satisfying one’s
own needs, leading to the accumulation of money, which is achieved
primarily through war, hunting, trade and robbery) (Aristotel, 2010).

Bailey and Law (2007), in their book How Money Works defined
the key milestones in the development of money. It is believed that
money developed in the Middle Stone Age (from 9,000 to 6,000 years
Bc) when the exchange trade between agricultural, livestock and mil-
itary communities emerged. The goods were exchanged for goods.
Cows were probably the first payment method. In the ancient times
(from 3500 years Bc until 476 of Ap), the appearance of the script
lead to the beginning of bookkeeping records. The Mesopotamia (to-
day’s Iraq) scribes have formed stone symbols representing various
types of merchandise. The symbols were then replaced by the draw-
ings of things, the scribes were drawing them onto pieces of clay. In
addition, they also recorded the symbols for quantity — the numbers.
The cuneiform writing developed from written symbols.

At that time, the first banking system developed in Mesopotamia,
which marked a transition from trade to money. The rulers of the
then Cappadocia (the province of today’s Turkey) at that time guar-
anteed the quality of the silver casting, which later became money.
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Alexander the Great contributed to general unification of the system
of money, weights and measures, by determining the ratio of 1:10
between gold and silver.

Roman mints have put silver coins into circulation, and the in-
habitants of today’s England, for example, used swords as a means
of payment during this period. In Africa, more specifically in Egypt,
granaries functioned as banks. The goods were kept in the granaries
and the records were written on papyrus. The data had to be accu-
rate, otherwise state officials declared the culprit to be a thief and
cut off his hand. In China, during this period, they began to use the
cowry shells as currency. They were small and easy to carry; so many
ancient people used them in trading. The cowry shells became so
important for the Chinese that they used them for their pictogram,
a symbol for money. Other items such as shovels, knives and hoes
were used in China as money as well. Since the real items were too
large to carry, they were designed as a miniature tool. And the tool
was followed by round metal coins.

The first real coins were made in the land of Lydia, which was lo-
cated on the territory of today’s Turkey (6th century Bc). The coins
were made of gold and silver and furnished with the stamp of the
king. Over time, the coins gained the same weight and composition.
Thus they became a standard, a generally valid barter. When traders
became aware of the usefulness of coins, their use expanded into
Persia (today’s Iran) and Greece. The Greeks retained the image of
coins that were circular and had an image on both sides until today.
Just like the Greeks, the Romans were proud of their money, showing
their power by using it. In times of city states, during constant war-
fare, the winner forced the loser to take over his currency. In the 8th
century AD, penny became the main English coin in England, while
in the 10th century the Chinese began to use paper money.

An important milestone in the development of money is the deter-
mination of wages, determined at one penny a day in the 13th century
in England. One hundred years later, the economist Nicole Oresme
proved that the amount of precious metals in circulation determines
the value of money. This was followed by the establishment of the
first bank in Barcelona and the creation of the first investment funds
dating back to the 15th century. In the modern period (from the 16th
to the 19th century), very large quantities of gold were brought from
America to Spain. It is estimated that the quantities would range
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from 1,000 to 1,500 kilograms a year. It is also important that Her-
nand Cortez discovered that Aztecs and Maya had already used gold
dust in hollow feathers as well as cocoa beans as money. In the Czech
Republic, in the 16th century, the first tolars were minted. In Eng-
land, the first joint-stock company was founded, named the Russian
company. Soon, the Royal Stock Exchange was also founded.

The development of safes for gold, which developed into banks, is
also interesting. The first cheques were also issued in England, where
goldsmiths’ certificates soon became money as well. In America, the
development of money was slowed down, since the North American
bank was only established in the 18th century, while the mint began
to operate even later. Major changes in the money market take place
in the twentieth century, especially the major economic crisis. In New
York, the stock market falls apart. This period can be called the pe-
riod of securities, which expanded the role of money and allowed
its different form (Bailey & Law, 2007, pp. 6-9). The development
of money is closely linked to the development of banking. Banks
issued securities or certificates without guarantees, relying on trust
only. In the twentieth century, payment cards and electronic bank-
ing appeared which we regard as new forms of money. Today, plastic
money prevails, and banks are rapidly introducing digital business,
which will further replace the paper one. The historical mission of
money is neither only in “facilitating trade’ nor in the development of
the ‘market economy,” but also in the growth of the ‘economic man’
Money has not only changed the ‘world of things” and the ‘world of
people,” but also played an important role in changing the human
‘inner world’ - its interests, ideals, desires and moral criteria. Money
has changed the system of values of people and thus assigned itself
the central role of universal value (Aristotel, 2010).

In the subsistence exchange economy, the economy without money,
the goods are exchanged directly. If A, producer of goods X wants to
obtain the goods of a producer B, the barter trade will only be pos-
sible if B wishes to deliver goods Y and wants goods X at the same
time. The subsistence exchange economy is only possible at a rela-
tively low level of the economy, since money replaced exchange of
goods on a higher level. The money divides exchange into two parts:
the sale of one good for money and the purchase of the other, the
desired good by using the money acquired. Undoubtedly, this func-

tion of money as a barter enables the modern economy to function
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by division of labour and shortening of the time for the exchange of
goods and services.

Money Today and the Importance of Financial Literacy

The feature of money in the monetary economics is that it serves as
a general means of payment. In addition to all the aforementioned
properties and shapes, the money has another characteristic — it is a
unit of measure, i.e. a billing unit. The exchange of goods in the mon-
etary economics is also facilitated by the fact that the market value
of certain types of goods is expressed by a standard good. The price
calculation represents the basis for all forms of economic calcula-
tion: the calculation of operations, the balance sheet, the calculation
of costs, personal income or a social product without a common de-
nominator, i.e. money, is therefore not feasible.

The faster the money loses value, the worse it performs its func-
tions. Money that rapidly loses value as a general currency is increas-
ingly rejected by people and replaced by other goods with trustworthy
exchange ability or by foreign means of payment that have greater
stability and trust. The less money loses the value, the better the
exchange function can be performed.

In addition to other functions, money must perform the function
of preserving the value of goods or services, this being the only way of
enabling the time lag of transactions. Money as a value-holder allows
us to keep the value for a long time. In the past, people kept money
as a safe form of property, but today they want to keep it in various
forms, such as transaction accounts and mutual funds. The greatest
advantage of money over other forms of investment is its liquidity rate
(accessibility). However, one thing is the same for money as a value-
preserving asset or as a property object and for the money as barter;
the function of money depends on the regulated currency situation.
During the time of rapid value decrease, the money also loses the
suitability of the means of preserving the purchasing power. There-
fore, the main and, at the same time, the only problem with money
as a value-holder of the value is fluctuation in inflation (Hausman,
2013).

Money as world money allows for international payments. At the
time of the gold standard, this function was performed by gold, and
today by national currencies. Not all national currencies perform this
function, only the convertible ones. The most frequently, interna-
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tional payments are made in the currencies of the economically most
powerful countries and associations of countries (Setnikar-Cankar &
Hrovatin, 2000).

The amount of money in circulation is regulated by monetary pol-
icy with the aim of achieving economic goals such as low unemploy-
ment, low inflation, high economic growth, and so on. Monetary pol-
icy is run by the central bank, which affects interest rates by changing
the amount of money in circulation. The latter must be just right not
to cause inflation, but to enable economic growth. As a rule, these
processes take place at the state level; in the case of the euro, this
task is carried out by the European Central Bank. Exchange rates
between different currencies are affected by the economy, but also by
various political and other events (e.g. elections, wars, natural disas-
ters).

Krizani¢ (2012, p. 34) defines four actors of modern money cre-
ation:

* The central bank, which purchases securities, gold and foreign
currency from the state and commercial banks. As a body re-
sponsible for the operation of the monetary and credit system,
it determines the interest rate and decides on the minimum re-
serves of commercial banks. It is also responsible for providing
the economy with a sufficient amount of money for smooth pro-
duction and maintaining price stability.

* Commercial banks that receive cash, gold and foreign currency
from the economy and the population, and convert them into
deposit money. They credit the economy by purchases of securi-
ties, while selling its securities and securities purchased from the
economy (mainly bills of exchange) to the central bank. Com-
mercial banks hold the cash reserve at the level prescribed.

e The state sells its securities to the central bank and thus fi-
nances part of its spending. It is the supreme monetary authority
and defines frameworks for monetary and credit policy and an-
nounces the central bank’s money for legal tender.

* The economy and the population invest cash, gold and foreign
currencies in commercial banks. In the case of current accounts
and sight deposits, it is converted to deposit money. Loans are
taken at commercial banks and securities are sold to them.
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Glogovsek (2008, p. 18) thinks that banks are distribution organ-
isations that, in order to overcome time transfers in cash flow, take
over activities in which exchange, transport, deposit and securing liq-
uid assets at the state level are the key elements.

The irresponsible behaviour of financial institutions plays a key
role in the financial crisis, which has developed into a serious eco-
nomic, social and political crisis (e.g. financial crisis, banking hole).
The lack of transparency in the financial system has led Europe’s
residents to a more difficult understanding of the complex and glob-
alized market, overloaded with the range of financial products and
services (European Economic and Social Committee, 2011, p. 4). In
any case, the general financial education of all citizens contributes
to the development of the overall competence, reduces the risk of
financial exclusion and encourages individuals to financial planning
and saving. Consequently, it also prevents individuals from getting
deeply into debt.

Financial literacy is the level of literacy up to which a person un-
derstands the key financial concepts and has the capacity and confi-
dence to manage personal finances. A financially literate individual
can make appropriate short-term decisions and financial plans for
important life events in a changed economic environment as well.

In the magazine on consumer issues, however, we find a different
definition of financial literacy. The author defines the latter as the
ability to use knowledge and skills to effectively manage financial
resources (Remund, 2010).

Financial literacy is defined as a type of literacy that represents the
ability to handle the money effectively. This includes understanding
of the meaning and functioning of money, the ability to choose ratio-
nal investments, and find sources of income. Some authors define it
as the ability to read, analyse, manage and communicate about per-
sonal financial conditions, which affect material well-being. It also
includes the ability to make financial decisions, discuss money and
financial issues without discomfort (or nevertheless), planning for the
future and competent response to life events that mark the day-to-
day financial decisions, including events in the economy in general
(Atkinson & Messy, 2012).

According to the pisa 2012 survey, financial literacy is an indi-
vidual’s knowledge and understanding of financial terms and risks,
which also includes skills, motivation and self-confidence to use this
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knowledge and understanding in making rational decisions in various
financial content to improve the financial situation of the individual
and society and to participate in management decisions (Pedagoski
inétitut, 2014). The mMF suggests that financial literacy allows individ-
uals who want to invest in financial markets to choose products and
services that best suit their needs. With appropriate knowledge, they
can better evaluate the advice they receive and better exploit the
opportunities offered by the market. At the same time, individuals
are better aware of the consequences of their actions and contrac-
tual agreements that they conclude (Ministrstvo za finance, 2009).
Expert Director of the International Centre for Financial Literacy
(http://gflec.org), Annamaria Lusardi, is convinced that literacy has
been very important already in the industrial society. At that time,
the people who had the ability to read and write stood out, and today
it is those who are financially literate. Today, financial literacy is the
key to full integration in society.

Financial literacy covers basic literacy, including reading and
mathematical literacy, and at the same time is an upgrade, since
it requires more knowledge and skills, especially in the financial field
(Mason & Wilson, 2000). All principles of general literacy apply here,
in particular the understanding and the ability to use financial in-
formation in decision-making. In this context, financial literacy does
not constitute a separate type of literacy, but a link between general
reading and mathematical literacy and other basic knowledge and
skills related to personal and other financial matters (Murray, 2010).
Atkinson and Messy (2012) define financial literacy as a combina-
tion of awareness, knowledge, skills, and behaviour needed to make
a proper financial decision and to achieve own financial prosperity.
According to Kempson, Collard and Moore (2006), financially liter-
ate individuals are those individuals who are mathematically literate,
who can effectively handle money and know how to handle loans
and debts. They are able to assess the need for insurance and pro-
tection, but they also know how to assess different types of risks and
repayments that are associated with different options of savings and
deposits. They also understand the broader ethical, social, political
and environmental dimensions of finance. Willis (2008) emphasises
the cognitive aspects of financial literacy, which include education
and information on various financial areas — how to handle money
and resources, banking, deposits, loans, insurance and taxes.
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The Importance and Role
of Financial Education

Simon Starcek and Ales Trunk

Changes are a constant of today’s society. The society is changing as
well. It is changing ever faster and in a more and more complex way.
At the same time, it changes the social values on which it is based.
Today