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Financial Literacy Shows Slight Improvement

Among Nation’s High School Students

Jump$tart Survey Reveals Modest Gains
WASHINGTON, DC – April 5, 2006 – The Jump$tart Coalition® for Personal Financial Literacy nationwide biennial survey of financial literacy reveals that, while there has been an increase in the number of survey questions that students answered correctly, the rate of that increase is growing slowly. The students taking the Jump$tart survey demonstrated an increased aptitude and ability to manage financial resources such as credit cards, insurance, retirement funds and savings accounts at a level slightly higher than in 2004.
"We also experienced increased participation this year, both in the number of students and the number of high schools," said Laura Levine, executive director, of the national coalition. 

 "These increased levels of participation indicate that educators across the country are beginning to recognize the importance of financial literacy and the need for financial literacy education.  I hope we see more improvement in performance in the near future. And, I hope that more state education departments and state governments move financial literacy to the top of the priority list."

The comprehensive written survey of 5775 high school students in 37 states measured 12th graders’ level of knowledge of personal finance basics and compared the results with those from similar surveys conducted in 2004, 2002, 2000 and 1997. The survey was administered by individual teachers in classes other than finance and management, mostly English and Social Studies classes.

The average score for the 2005-06 survey was 52.4 percent, up marginally from 52.3 percent in the 2003-04 survey.  After falling from 57.3 percent in the 1997-98 survey, financial literacy scores are up from the low of 50.2 percent in 2002 but now seem to hover in the low- to mid-50 percent range.  

“This indicates that, despite the attention now paid to the lack of financial literacy, the problem is not about to resolve itself any time soon,” said Lewis Mandell, Ph.D., professor of finance and managerial economics at SUNY Buffalo School of Management, who conducted the survey for Jump$tart.

Compounding the problem of low financial literacy scores is their distribution.  In the current survey, white students scored an average of 55 percent while African Americans scored significantly lower at 44.7 percent; and Hispanics, 46.8 percent.  It is interesting to note that students from the highest income families, more than $80,000 per year, have widened their margins over the next highest group, those with incomes from $40 to $80 thousand dollars. 

 Prior to 2002, financial literacy scores dropped for students from the highest income families, presumably because family affluence shielded them from having to take much responsibility for their lives and immediate futures.  

“This has apparently changed, but we don’t know whether it is due to more focus on this issue on the part of more affluent families and school districts or perhaps to the rapidly rising costs of higher education and the necessity for even the affluent students to bear more of the responsibility for their financial futures,” Professor Mandell continued.

A number of important concepts are not well understood by the next generation.  Only 14.2 percent felt that stocks are likely to have higher average returns than savings bonds, savings accounts and checking accounts over the next 18 years in spite of the fact that there has never been an 18 years period when this was not true.  This year’s percentage was the lowest since the Jump$tart surveys began and probably indicates why so few young people invest in stocks, even through their 401(k).

“We target students in classes other than finance and money management because we are testing general financial literacy and not what students can recall from a financial management course,” Levine, pointed out. “Clearly the survey demonstrates the large gap between what students know and learn from life-experiences and the need on the part of adults to find the right combination that will make financial literacy meaningful to young adults leaving the safety of high school.” 

Examples:


Only 22.7 percent understand that interest on savings accounts may be taxable if one’s income is high enough.


Only 40.3 percent realize that they could lose their health insurance if their parents become unemployed.


On the positive side, more than half know that a just-enacted Federal law allows them to check their credit rating for free once a year.


The proportion of students who reported having taken an entire course in money management or personal finance was 16.7 percent, up from 14.6 percent in 2002 but down from a high of 20.1 percent in 2004.  Unfortunately, the mean financial literacy score for students who had taken such a course was 51.6 percent, slightly below the average for all students.  

Some previous Jump$tart surveys have shown this figure to be slightly above the national average and some slightly below, but it is clear that students don’t appear to be learning or retaining those things that are needed for making important financial decisions in their own interest.  

"All individuals, whether they go on to college or directly into the
work force, need the skills and know-how to make important financial
life decisions," said Eddy Bayardelle, President of the Merrill Lynch
Foundation, the sponsor of the survey. 

 "Merrill Lynch, like the Jumpstart Coalition, believes that by measuring students' basic financial knowledge, we learn where additional educational programming is needed and how business, education and government can team up to fill the gaps. The 2006 survey is one of the most significant barometers of our future generation's personal financial success and economic independence," he continued.

To see whether financial literacy, as measured by the Jump$tart survey, is even useful in making important financial decisions, the 38.7 percent of students who reported having a checking account were asked whether they ever bounced a check.   Those who have never bounced a check had average financial literacy scores of 53.4 percent while those who had bounced a check averaged just 45.8 percent showing that this behavior, at least, is strongly related to financial literacy. 

“It is also possible that students don’t focus much on financial literacy and don’t retain what they have learned because they don’t think it is relevant to their lives,” Dr. Mandell stated.

To test this, three new questions were added.  The first asked students to choose the greatest cause of serious financial difficulty, where families can’t pay their bills.  Those who blamed it on bad luck, such as unexpected illness or job loss, had average financial literacy scores of 49 percent.    Those who felt that it was due to buying too much on credit had average scores of 55 percent.


A second question asked how bad they thought it was for families who don’t have enough money to pay their bills.  Those who said it was “not so bad, a lot of families go through this,” had average financial literacy scores of 43.2 percent.


A third question asked students what they think happens to older people when they retire if they haven’t saved much money and don’t have a good pension from their former jobs.  Those who feel that such people live pretty well on Social Security had average scores of 39.9 percent.  Those who felt that “they find it tough to live on Social Security” averaged 56 percent.


The Jump$tart survey, conducted primarily this past December and January, consisted of a written examination administered to 12th graders in 305 schools across the United States.
About Jump$tart

In its 10-year history, the Jump$tart Coalition® has brought visibility and—through its biennial survey of high school seniors—research-based data to the financial literacy movement. Jump$tart is a Washington, DC-based not-for-profit organization that seeks to improve the personal financial literacy of students in kindergarten through college. It is mentioned prominently each year in Congressional resolutions proclaiming April “Financial Literacy for Youth” Month. The coalition has grown to include more than 170 national partners and 44 affiliated state coalitions. One of its premier services is the Jump$tart Personal Finance Clearinghouse, which lists more than 580 titles of financial literacy materials available for all and can be found at www.jumpstartclearinghouse.org. 

More information about Jump$tart and its biennial survey can be found at www.jumpstart.org, including a media press kit in the “News” section.

Press Note: A copy of the survey questionnaire is posted on the Jump$tart web site at www.jumpstart.org  in the Downloads section. Professor Mandell, Ms. Levine and other Jump$tart representatives are available for interviews. To schedule an interview with one of these spokespersons, please contact Steve Hines at (703) 327-3243 work or (703) 304-3852 mobile or shines@jumpstart.org. 

About Merrill Lynch's Philanthropy:  Merrill Lynch was founded on the
idea that the world is full of opportunity.  Opening the door to that opportunity for underserved children and youth is the focus of the firm's global philanthropy.  In 2005, Merrill Lynch giving totaled more than $37 million, with education receiving nearly half of that support. Merrill Lynch's flagship program Investing Pays Off(r)--or IPO(r)—helps create a level playing field for youngsters of all backgrounds through financial literacy and business savvy.  The program strength lies in a
free curriculum, the involvement of Merrill Lynch volunteers and online
educational resources at http://volunteer.ml.com. 
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