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In setting a new direction for the field by highlighting the importance of measure development, this article offers
an original approach to modeling financial literacy, in which theories of situated learning meet self-efficacy: an
approach that we claim fits well with the aims of program evaluation. It presents results from the validation of a
new set of measures, intended for use with 16- to 19-year-olds, of financial literacy self-efficacy pertaining to
contexts such as the classroom or the everyday activity of personal banking. Self-efficacy implies a domain in
which confidence is measured specific to that context—in this case financial literacy. The data were collected in
the United Kingdom from high school and college students enrolled in an optional certificate course in personal
financial management. The measures were validated on a subset (n = 171) of a larger sample and was an
off-shoot project of a larger 3-year evaluation study of the financial literacy certificate course (n = 2,000), which
provided additional mixed-methods data used in validation. Correlation analysis supports the
contention—incorporated within the framework presented—that self-efficacy is context-specific and so measures

of self-efficacy must adequately reflect the contexts in which the associated literacies reside.
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espite Lord (2001) identifying it as an “essen-

tial requirement for every consumer in the 21st

century” (p. 21), in the United Kingdom, finan-
cial literacy continues to give concern. A major base-
line survey of financial literacy in the United Kingdom
conducted by the Personal Finance Research Centre at
the University of Bristol (Financial Services Authority
[FSA], 2006) revealed significant clusters of people who
do not attend adequately to money management. While
some respondents reported making considerable efforts
to plan ahead, among almost as many, no or little for-
ward planning was evident, and respondents also clustered
around the bottom of the range with regard to choosing
financial products and staying informed about financial
matters.

Indicative of a renewed international focus aimed at raising
levels of financial literacy, the United Kingdom’s FSA and
the Money Advice Service continue highlighting the press-
ing need to equip the under 20s with greater financial capa-
bility. While this is the age group that faces increasingly
complex financial demands within a dynamic digital age.
Indeed, long-standing concerns are expressed internation-
ally about the general population’s low levels of financial
literacy (e.g., FSA, 2006), not least in the context of chal-
lenges and advantages that accompany the digitalization of
finance and financial technology (see also Dong, 2018; Han,
Xiao, & Su, 2019).

This article proposes a situated-learning (Lave, 1991)
informed framework of financial literacy, which also
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draws loosely on Bandura’s (1997) model of self-
efficacy, contextualized by Driscoll (2005). We propose an
original conceptual framework that identifies four con-
stituent contextual sub-domains corresponding to sites
where financial literacy is practiced. These derived from
an evaluation study carried out in 2008 (Farnsworth et
al., 2011). We refer to this study as Study I throughout,
to distinguish it from the study that is the main focus of
this article, and which we refer to as Study 2. The original
study evaluated a national certificate course in financial
studies delivered in English and Welsh high schools and
colleges. The course was usually provided as an optional
accredited “extra” taught on a weekly basis over the period
of an academic year for 16-to 19-year-old. With no com-
pulsion for them to include it in their curricula, the status
of financial education in English and Welsh schools is low.
The mathematics curriculum includes topics such as simple
and compound interest, but in delivering them, teachers are
not required to fully contextualize these topics within real
world settings. Consequently, for students who opt to take
(where available) a course in financial studies at school or
college, this is likely to be their first encounter with the
study of personal financial management. It is a minority of
students in the United Kingdom who take a personal finan-
cial management course; especially rare is a long course
spanning one academic year.

Our original evaluation took the form of a 3-year longitudi-
nal survey commissioned to examine the influence of finan-
cial education provided through the certificate course on
students’ participation in personal financial management
practices. During the study’s final year, we identified lim-
itations with single-item analytical analysis (see Shi et al.,
2019 for further details) and constructed new measures that
offer wider analytical scope and can be applied to future
studies. The validation of these highly original measures
is a significant focus of this article. Below, we present the
measures, discuss their significance, and detail the process
of development, including validation on a subsample of the
evaluation study’s participants. We first make the case for
evaluating youths’ financial literacy.

A Rationale for Evaluating Youths’ Financial
Literacy

Politicians and employers have called for educational pro-
grams that provide young people with the knowledge, skills,

and attitudes they need to make informed financial deci-
sions throughout their lives. Although interest in financial
education has increased in recent years (e.g., Mielitz, Mac-
donald & Lurtz, 2018; Xu, 2018), empirical research on
its impact has been rather scarce, possibly, as Braunstein
and Welch (2002) suggest, due to the methodological chal-
lenges of quantifying the impact of financial education pro-
grams. Research in financial literacy has yielded contra-
dictory results—some of which may reflect measurement-
instrument-inadequacies. For example, the small number
of studies uncovered by a recent systematic review (Ama-
gir, Groot, Maassen van den Brink, & Wilschut, 2017)
found financial education to have minimal effect on chil-
dren’s and adolescents’ financial behavior. Moreover, stud-
ies using delayed post-intervention tests tend to be incon-
clusive or indicate small effects. The most positive results
were reported in cases where education was provided at
“teachable moments”—moments when education is aligned
with an individual’s specific and current practical financial
needs—or in cases associated with a goal oriented approach
(Kalwij et al., 2019; Xiao & Porto, 2019).

We suggest that one reason for this scarcity of research is
that existing measures of financial literacy focus on the mea-
surement of financial knowledge, financial confidence, or
self-efficacy in “classroom-situated” financial knowledge,
rather than self-efficacy in contexts of financial practices
of everyday life. This focus may imply an over-simplistic
link, on the part of researchers, between classroom-derived
knowledge and its extra-classroom application, and an
assumption that such knowledge transfer is unproblematic.
Indeed, the literature on theories of teaching and learning
highlights the issue of over simplifying knowledge transfer
as problematic (e.g., Beach, 1999; Omrod, 2012). The lit-
erature on theories of learning with respect to knowledge
transfer is too vast to summarize here (for a review see Hull
& Schultz, 2001) but, focusing more narrowly on financial
knowledge transfer to personal banking, evaluations of the
effectiveness of financial education interventions have been
inconclusive.

There is a small but growing literature on the develop-
ment of measures of financial literacy, typically using item
response theory and the Rasch model as the tools for val-
idation. Walstad and Rebeck (2017) helpfully detailed the
development of the financial literacy academic field, and
Knoll and Houts (2012) provided a useful summary of
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attempts to date to measure financial literacy. They also pro-
vided details of the validation of their 20-item instrument,
the Financial Knowledge Scale, using item response the-
ory. Their instrument is based on extensive analysis of items
used to gauge financial literacy in published research. For
all its merits, however, we found the Financial Knowledge
Scale insufficiently aligned with our study’s foci on the per-
sonal financial knowledge and practices of the under 20s,
as represented by our participants—whose personal banking
practices tended to revolve around the selection of appro-
priate accounts, saving for short-term goals (e.g., vacations,
tech gadgets and equipment, and clothes) rather than bare
essentials, and, for those legally old enough, the selection
and management of credit cards.

Indeed, for the broad age group that represents what may
loosely and variously be called “children,” “late adoles-

LR N3

cents,” “emerging adults,” or “youths,” within which our
16- to 19-year-old participants fell, we found a paucity of
appropriate measurement tools. Nevertheless, we uncovered
a small number of studies with this age-focus, including
Walstad and Rebeck’s (2017) Test of Financial Literacy,
which was developed to test high school students’ finan-
cial knowledge, rather than the application of such knowl-
edge. Similarly, for use with 15- to 16-year-olds, is an instru-
ment, strongly contextualized in the German curriculum,
detailed by Schuhen and Schiirkmann (2014). They pointed
out that “further studies about financial literacy need to be
conducted to construct a valid, theory-based construct in
order to achieve transparent and valid results” (p. 2). We
argue that, as an emerging field, financial literacy learning
has yet to develop the kinds of compelling theoretical per-
spectives that give it scholarly credibility.

Shifting the Focus From the Measurement of Financial
Knowledge to Include the Measurement of Self-efficacy
in Financial Literacy Practice Contexts

While they have been used for around a decade (as Faulkner
(2015) notes in her systematic review), the terms “financial
literacy” and “financial capability” are still contested and
overlapping. For a discussion on this topic, also see Xiao
and O’Neill (2016). There is no consensus on how finan-
cial literacy can be conceptually developed, or theorized—
nor is there consensus on how to develop or improve peo-
ple’s financial literacy. From his examination of definitions
and measurement scales for financial literacy in the aca-
demic literature, Kamiya (2017, p.651) observed that “[t]he

early definition of financial literacy basically meant ‘finan-
cial knowledge’, but the latest definition has been extended
to include or refer to consumers financial behaviors,” con-
sumers’ interactions with their social and economic envi-
ronments, and the effect of cognitive biases on consumers’
financial behaviors. Yet conceptual clarity and definitional
precision are crucial, since they have implications for mea-
surement tools and their development.

Indeed, Kamiya (2017) also made the point that conven-
tional measurement scales for financial literacy have been
composed of declarative knowledge questions and numer-
ical ability tests concerning personal finance, reflecting
such early definitions. An interesting case, however, is the
Organisation for Economic Co-operation and Development
(OECD; 2011) measure of financial literacy, which pri-
marily uses items in the knowledge domain—suggesting
reliance upon what Kamiya (2017) calls “an early defini-
tion.” Yet the OECD’s own definition of financial literacy—
“a combination of awareness, knowledge, skill, attitude and
behaviour necessary to make sound financial decisions and
ultimately achieve individual financial wellbeing” (p. 2) —
suggests a wide perspective that goes beyond consideration
of the knowledge domain.

In relation to the issue of definitional and conceptual clar-
ity, we note a problem with the literature on financial self-
efficacy (which has been identified in a range of stud-
ies as the best predictor of financial behavior). There
has been a recent terminological shift—reflecting grow-
ing interest in it—toward the measurement of financial
literacy self-efficacy. A search for the phrase “financial
self-efficacy” using Scopus identified 25 academic articles,
mostly published since 2015, several of which may be traced
back—albeit indirectly, in some cases—to Prochaska and
DiClementes’ integrative, biopsychosocial model of change
(DiClemente et al., 1991). Lown’s (2011) 6-item “Finan-
cial Self-Efficacy Scale,” for example, is the basis of sev-
eral of the articles found, and Lown’s scale items were, in
turn, adapted from Schwarzer and Jerusalem’s (1995) Gen-
eral Self-Efficacy Scale, which was based on Prochaska
and DiClementes’ model. These instruments are intended
for use with adults, rather than the youths who were our
focus, so their applicability to our study is limited. Yet
what is of greater concern to us is these measures’ evi-
dent anchorage of financial literacy as knowledge, whereas
our argument—presented below—is that financial literacy
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is embedded in social practice(s). Our criticism of the mea-
sures referred to above is that they apply the notion of
what is presented as general self-efficacy, and general self-
efficacy, when operationalized in the form of a question-
naire, looks very similar to general confidence. The self-
efficacy scales uncovered in our Scopus search are thus sus-
ceptible to some of the criticisms levied at measures of con-
fidence: that they measure decontextualized traits, rather
than socially-embedded practice. Our point is that, without
sufficient care—which, in turn, relies upon conceptual clar-
ity and definitional precision—items or questions intended
to measure, or presented as measuring, “self-efficacy” risk,
instead, measuring confidence.

The result of such weaknesses is that, as a field, we tend
currently to focus narrowly on financial knowledge, often
through the lens of confidence—or more recently, gen-
eral self-efficacy—proxies, rather than more widely on self-
efficacy in financial practice. Yet this wider focus is in fact
the key concern of policy makers, and indeed of the finan-
cial industry. We acknowledge that a major challenge in
developing a one-size-fits-all measure of specific financial
literacy self-efficacy is that financial practices (behaviors)
have deep socio-cultural roots and can vary widely between
different social groups and constituencies. Indeed, Davies,
Mangan, and Telhaj (2005) identified the notion of ”bold-
ness” in explaining gender differences in thinking and atti-
tudes. Cautioning in particular that females tend to under-
estimate their financial understanding of some issues, they
(Davies et al., 2005) highlighted the limitations of research
findings that identify clear gender differences in financial
knowledge, on the grounds that it may be females’ lack of
boldness that such findings capture, rather than their finan-
cial knowledge.

This variation means that we also need to know about
the main contexts within which certain groups practice—
applied to our study, these are the contexts within which
youths in the United Kingdom practice financial literacy.
Such consideration was applied to our development of a new
measure of financial literacy self-efficacy, which is the cen-
tral focus of this article. In the section below we detail the
process of developing this measure.

The Financial Literacy Self-Efficacy Framework
Cutler and Devlin (1996) defined financial literacy as com-
prising two main dimensions: financial knowledge and

financial confidence. In keeping with developments in the
field, as we point out above, we use the term “financial
self-efficacy” here, instead of confidence, and advocate
its wider adoption for conceptualizing financial literacy.
Self-efficacy is the belief we have in our own abilities—
specifically, our ability to meet the challenges ahead of us
and complete a task successfully (Akhtar, 2008). It is related
to confidence, but they are not the same thing; as Albert
Bandura, observes: “confidence is a nondescript term that
refers to strength of belief but does not necessarily specify
what the certainty is about. . . Perceived self-efficacy refers
to the belief in one’s agentive capabilities, that one can pro-
duce given levels of attainment” (Bandura, 1997, p. 382).

General self-efficacy refers to our overall belief in our abil-
ity to succeed, but there are many more specific forms of
self-efficacy, such as, mathematics (Pampaka, Kleanthous,
Hutcheson, & Wake, 2011) or sports self-efficacy (Singh,
Bhardwaj, & Bhardwaj, 2009). We refer to these more
specific forms as self-efficacy domains, and the one upon
which we focus in this article is the financial domain: finan-
cial self-efficacy. Since we consider financial literacy self-
efficacy as “situated,” we recognize that self-efficacy varies
depending on context. This variation is supported by Atkin-
son, McKay, Kemson, and Collard (2006) who found that
people could perform well in one domain of financial liter-
acy but less well in another. This finding was accepted by
Huston (2010), whose model was the first to include “finan-
cial application” as a constituent component of financial lit-
eracy, which he defines as “ability and confidence to apply
and use knowledge related to personal financial knowledge
and products” (p. 307).

Going beyond our identification of a financial literacy self-
efficacy domain, we incorporate consideration of contex-
tual variation into our taxonomy, by extending it to include
what we call “contexts of performance-in-practice,” which
are effectively contextually determined self-efficacy sub-
domains (an example of which is financial literacy in the
context of personal banking). More precisely, contexts of
performance-in-practice are the contexts in which individ-
uals apply their financial literacy; our research (detailed
below) revealed four such contexts in which our partici-
pants engaged. Though we envisage revising and possibly
renaming these in the future, we currently label these as con-
texts of: the classroom; financial performance in contexts
(individual); financial performance in contexts (social);

232 Journal of Financial Counseling and Planning, Volume 31, Number 2, 2020



and thought performance. By “thought performance,” we
mean imagined or envisaged performance. An example that
emerged from our data is our participants’ contemplation of
a career in the financial sector.

One of our aims in sharing this taxonomic conceptualiza-
tion of self-efficacy domains and contexts of performance-
in-practice is to highlight its potential, as an analytical tool,
for injecting precision—and, by extension, authenticity—
into the focus of research into financial literacy education:
to move out from a narrow focus on contrived situations
such as classrooms, to a wider view of financial literacy as
socially situated. This is the basis of our financial literacy
self-efficacy framework, introduced below in Figure 1.

It is important to explain that our framework is devel-
oped from Driscoll’s (2005, p. 318) “Adapted Model of
Self-Efficacy” (which, in turn, was developed from Ban-
dura’s [1997] model of self-efficacy). Neither of these mod-
els focused specifically on financial literacy; they are gen-
eral self-efficacy models, but we identified the potential for
Driscoll’s model to be adapted for and applied to the con-
text that is our focus. Driscoll’s adaptations to Bandura’s
model contributed what he calls “inputs”—by which he
means the environmental influences on self-efficacy. Our
adaptation involved our renaming his four “inputs,” on the
bases of contextualizing them in: (a) the language of situ-
ated learning, made most prominent by the work of Lave and
Wenger (1991), and (b) the financial literacy self-efficacy
domain. We renamed Driscoll’s “performance accomplish-

2, <

ments” as “past experiences”; “social persuasion” as “cur-
rent context influences”; “vicarious experience” as “soci-
etal discourses,” and “physiological and emotional states”
as “financial identifications.” By these, we mean, respec-
tively: Individuals’ past financial decision-making and past
engagement in financial social practices and financial dis-
courses; current societal discourses in financial literacy
(e.g., advertizing and lifestyle campaigns); current financial
literacy influences from a variety of contexts (e.g., family,
or peers, or financial literacy education program[s]); and,
strength of financial literacy self-identification (e.g., as an
“entrepreneur” or as “debt averse,” or as being “consumer
savvy”) (see Farnsworth et al., 2011).

The Importance of Situated Learning
One of the innovative features of our framework is its focus
on the relationship between learning and the social situation

in which learning occurs. In contrast to alternative views of
learning, this relationship can inform studies of literacy as it
implies the negotiation and use of knowledge across every-
day life contexts. In this view, learning is situated in certain
forms of social co-participation, and is not confined to the
acquisition of propositional knowledge.

Social theorists (e.g., Cole, 2005) view learning as a pro-
cess of change in modes of participation and they typically
consider learning as a process of expansive participation in
activities across increasing numbers of different contexts.
Lave and Wenger (1991) described learning as changing
“a set of relations among persons, activity and world, over
time and in relation with other tangential and overlapping
communities of practice” (p. 98). Literacy becomes not just
a mental, but a social, activity; it becomes “a social and
cultural achievement—it is about ways of participating in
social and cultural groups” (Gee, 1998, p. 10). Change in
financial literacy self-efficacy, beliefs about one’s ability
to perform (participate), to various degrees, in given con-
texts, then becomes the indicator (proxy) of self-reported
learning: a soft, but arguably important, learning outcome.
Hence, the development of a measure of financial liter-
acy self-efficacy performance-in-contexts-of-practice opens
possibilities for evaluating the impact of financial education
programs using change in financial literacy self-efficacy as
a proxy measure for learning gain. We wanted to construct
and validate a measure of financial literacy self-efficacy that
recognizes financial literacy performance in a range of con-
texts. As mentioned above, our approach was to incorpo-
rate a shift to self-efficacy measures pertaining to different
contexts-of-use—which, in our study, were key contexts in
which financial literacy is performed. In the section below
we explain the design and method.

Methods

The Sample

The Study 2 participants all took part in Study 1, in which
they completed at least two questionnaires and in some
cases were also interviewed. This sample of youths was
selected from those who responded to our invitation, issued
at the end of financial studies classes that we observed as
part of Study 1. They were recruited from fifteen differ-
ent educational institutions, including high schools and pre-
university colleges (typically catering for 16- to 19-year-
olds, but sometimes older people). (We apply here terms that
may be understood in North America and internationally. In
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Figure 1. Our framework (model) of Financial Literacy Self-efficacy, taking a highly “situated”

perspective.

Driscoll’s (2005)
four inputs to self-
efficacy

Our socially situated
perspective equivalent
inputs

Sociocultural

A. performance influences and

accomplishments identifications
B. social (a) Past experiences
persuasion’

Previous financial

C. vicarious decisions
experience
(b) Societal discourses
D. physiological
and emotional

states’ financial literacy

Cultural models of

(c) Current contextual
influences

Family and peer financial
practices influence

(d) Financial
identifications

Financial literacy
identities e.g. ‘consumer

savvy’, ‘debt averse’ or

Financial Literacy Domain consisting
of sub-domains, each with an
associated self-efficacy

Classroom situated
financial literacy
self-efficacy

Other contexts/sub-
domains of financial
literacy
performance-in-
practice self-
efficacy*

Social dimension
e.g. Personal

banking context
or advising family

Imagined
future

contexts Individual
dimension

e.g. career

aspirations e.g.online

banking

*The circles represent various (and potentially many) contexts in which financial literacy is
performance. The rectangles refer to the four sub-domains identified by our dimensionality
analysis. We have named these contexts of financial literacy self-efficacy: performance-in-
practice — social dimension, performance in practice — individual dimension, imagined future
contexts and classroom situated. No order of importance is implied.

fact, the institutions in question were what are known in the
United Kingdom as 6th forms [within secondary schools],
and further education [FE] colleges.) The institutions repre-
sented, as a whole, a wide spread of geographical location
in the United Kingdom (to include England and Wales; the
north, south and the midlands) and socio-economic related
factors (to include rural, semi-rural, urban, suburban institu-
tions, and some whose students represented diverse cultural
groups, while others were primarily White British).

The vast majority of the students in the classes we observed
agreed to participate in Study 2, by completing question-
naires there and then. The resulting sample size is ade-
quate for measurement validation (Linacre, 1994), which

was the aim of Study 2. We opted to obtain a diverse sample,
since our aim was not to generalize the results to the whole
population but rather to validate measures for future use
with similar groups. Details of the sample are presented in
Table 1.

A focus on the financial literacy self-efficacy of this
sample is of interest as they are typically beginning
to negotiate personal finance in different contexts and
gradually becoming the main decision makers in their
lives. This is a constituency whose developmental
stage and behavior offer much potential for research-
ing the beginnings of financial identities enacted in
practice.
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TABLE 1. Basic Demographic Characteristics of Participants

Variable Categories Frequencies Percentages

Gender Female 60 34%
Male 116 66%
Total 176

Proxy for socio-economic disadvantage Yes 107 61%

(educational allowance) No 68 39%
Missing 1 1%
Total 176

Ethnicity White British 66 38%
Asian Heritage 72 41%
Afro Caibbean Heritage 18 10%
Chinese Heritage 3 2%
Other 3%
Missing 1%
Total 176

Age in years 16 9 5%
17 82 47%
18 73 41%
19+ 10 6%
Missing 2 1%
Total 176

School Type High School 120 68%
Pre-university College 56 32%
Total 176

Data Collection

Questionnaires were completed in Study 2 toward the end
of the year by 171 students, of which a subset of 145 had
been part of the broader survey (Study 1 —see Farnsworth
et al., 2011). Thirteen of these 145 were also part of our
Study 2 interview sample; they represented 7 of the 15 Study
2 institutions. The interviews focused on the youths’ edu-
cational and career choices and aspirations. Interviewers—
all five of whom were highly experienced at this method
of data collection—went on to probe how personal finan-
cial management related to choices and decision-making.
Interviews typically lasted 20 minutes and took place in a
private room in the educational institution. All interview

conversation were fully transcribed and analyzed using
NVivo as an aid to thematic analysis.

While the questionnaire responses were the primary
source of data applied to our measures validation, they
were supplemented by relevant interview data. These
supplementary interview data facilitated our interpre-
tation of the person-item difficulty scale (see Table
T1 http://www.teleprism.com/financial-literacy/jfcp/). Key
demographic data also allowed extensive analysis of mea-
surement invariance, that is, for establishing the comparabil-
ity of the measures between relevant subgroups, such as gen-
der groups, and proxy categories of socio-economic status.
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The instruments’ face validity was assured through piloting
with students.

Instrumentation

For the individual, what personal financial management
means and involves varies significantly over the life course
and is deeply impacted by socio-cultural factors. Financial
literacy provides a useful lens through which to observe dif-
ficulties, arising from such variation, in constructing gen-
eral measures. From the relatively extensive literature in the
field, we select for reference below only a small selection
to illustrate the nuanced (cultural) nature of these social dif-
ferences to explain why we checked the validity of our con-
structed measures with respect to income, gender and eth-
nicity (see the section below on differential item functioning
analysis, which checks for validity across different groups
of respondents).

Financial cultural practices are associated with, but not
defined by, social group; people on low incomes, for exam-
ple, may make little use of bank accounts for day-to-day
money management (Collard, Kempson, & Dominy, 2003)
and have specific attitudes to home credit that are deeply
cultural (Brooker & Whyley, 2005). The research finding,
referred to above, that females tend to underestimate their
financial understanding (Davies et al., 2005) elucidates—
by exposing potential bases of—findings that indicate clear
gender differences in knowledge (e.g., Chen & Volpe, 1998;
Chen & Volpe, 2002; Hayhore, Leach, Turner, Bruin, &
Lawrence, 2000; Volpe, Chen, & Pavlicko, 1996). How-
ever, the literature is inconclusive in relation to ethnicity-
based variation. Chen and Volpe’s (2002) study, for exam-
ple, involved a large sample that included Hispanic peo-
ple and the authors’ multivariate logistic regression results
suggested almost no association between race and ethnic-
ity and financial practices. Yet other studies reported ethnic-
related differences; for example, in their Malaysia-based
study, Yong, Yew, and Wee (2018) found differences in the
outcomes of financial education between Indian and Chi-
nese participants. Other background characteristics believed
to impact financial literacy include education level, work-
experience, age, and personal income (Chen & Volpe, 1998),
but we were not in a position to conduct differential item
functioning on these additional variables.

Our approach to modeling financial literacy self-efficacy
was first to scope the range of financial practices for

the target group, using data from the main study (Study
1) to identify a domain of specific financial behaviors
or practices favored by the target group. Comparing sav-
ings accounts, dealing with student loan issues, attending
appointments at the bank, using savings accounts and the
“bank of Mom & Dad” to budget for lifestyle choices (e.g.,
vacations and clothes—rather than bare essentials), all rep-
resented our sample’s typical practices. Our participants
usually had a part-time job while remaining in full-time
education and living in the family home, and owning a
credit card at the age of eighteen, was typically seen as a
“rite of passage” in becoming an economically independent
adult.

Our prior knowledge of the Study 1 informed the sub-
sample’s financial literacy contexts-of-known practice and
so informed our questionnaire design. Using the interview
data, we developed a series of 4-point Likert type confi-
dence scale items ([1] Not confident at all, [2] Not very
confident, [3] Fairly Confident, [4] Very Confident). We
scoped the domain of financial capability as mapped out
by Atkinson et al. (2006), to include the four areas “man-

2 ¢

aging money,” “planning ahead,” “choosing products,” and
“staying informed” and then crossed these with the con-
texts of known practice. Informed by the course syllabus
and intended learning outcomes, section B of the ques-
tionnaire focused on knowledge relevant to the curriculum
of the financial studies course, while section A focused
on demographic information. Section C items were derived
from the interview data and were intended to scope the target
group’s social and cultural financial practices. Please con-
tact the authors or visit http://www.teleprism.com/financial-
literacy/jfcp/ to access sections B & C of the ques-
tionnaire presented in Figures F1 and F2. The first ten
are “doing” items that are situated within the domains
of everyday financial activities. The final three items
(C14-C16) are also located in everyday contexts—outside
of the school classroom. These items were included in
the questionnaire even though they are more closely
linked with the development of particular financial liter-
acy identities than with financial performance-in-practice
(see Figure F2 at http://www.teleprism.com/financial-
literacy/jfcp/) a few of the items have been very slightly
modified following our analysis below). The final recom-
mended instrument is in the Appendix.
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Validation Within a Measurement Framework

Our validation process (i.e., the accumulation of evidence
to support the validity of the constructed perceived self-
efficacy measures) follows a psychometric analysis and
was conducted within the Rasch measurement framework;
we thus followed the relevant guidelines (Wolfe & Smith
Jr., 2007a, 2007b) which are in accordance with Mes-
sick’s definitions of validity (Messick, 1989). We exten-
sively employed this approach for the validation of our con-
structed measures, and have already reported some of these
findings elsewhere (e.g., Pampaka, Swain, Jones, Williams,
Edwards, and Wo, 2108, Pampaka et al. 2013).

The Rasch model was chosen because it allows for instru-
ment validation while providing the means for construct-
ing interval measures from raw data, and in this case can
help to construct simple, fit-for-purpose, one-dimensional
measures. When data fit the Rasch Model the axiom of
additive conjoint measurement is satisfied, a Guttman order
of response probabilities—and hence of item and person
parameters—is established, items are calibrated and per-
sons measured on a common interval scale. Models of the
Rasch family are thus governed by certain assumptions,
the most important of which are unidimensionality, local
independence, and common item discrimination. In its sim-
plest form (i.e., for dichotomous responses) the model pro-
poses a mathematical relationship between a person’s abil-
ity, the difficulty of the task, and the probability of the per-
son succeeding on that task (Wright, 1999; Wright & Mok,
2000). The Rasch rating scale model is considered the most
appropriate for the scaling problems identified in this article
(i.e., a common Likert type scale). When the response rat-
ing scale works, it yields ordinal data that need to be trans-
formed to an interval scale. In Andrich’s (1999) terms, the
response categories serve to define a continuum, and the rat-
ings can be seen as extensions and refinements to dichoto-
mous responses such as disagree and agree. The model
allows the item difficulty of each statement to be based on
the way in which an appropriate group of subjects responded
to that question in practice, and it establishes the relative
difficulty of each item stem in recording the development
of an attitude from the lowest to the highest levels record-
able (Andrich, 1999; Bond & Fox, 2001; Wright & Mok,
2000).

Analysis of the data was performed using the one-parameter
Rasch rating scale model (with WINSTEPS software). Our

decisions about the validity of the measures are based on
consideration of the following statistics:

i. Item fit statistics that indicate how accurately
the data fit the model, and thus provide evi-
dence for fulfillment of the unidimensionality
assumption, hence suggesting development of
one-dimensional scales;

ii. Category statistics that indicate the appropriate-
ness of the Likert scale used and its interpretation
by respondents, to justify what is usually called
communication validity;

iii. Person—item maps and the item difficulty hierar-
chy which provide evidence for substantive, con-
tent and external validity;

iv. Differential item functioning and person fit statis-
tics which can indicate group differentiation of
the constructed measures— an important aspect
of validity when an instrument is used with dif-
ferent groups of persons or on different occa-
sions. Differential item functioning is examined
in this study for gender and income (via educa-
tion maintenance allowance, which was a gov-
ernment social security benefit for students from
low income families; this allowance has now been
abolished).

Validation Results

We provide detailed descriptions below of results for the
overall analysis, first, to demonstrate the approach for read-
ers unfamiliar with it. We then present the results of the final
constructed measures. We refer below to the full process of
analysis and additional figures and tables referred to in the
text can be viewed at http://www.teleprism.com/financial-
literacy/jfep/.

Fit Analysis—Unidimensionality

The overall calibration and the item fit statistics in the Rasch
context indicate how accurately the data fit the model and
may be used as indicators of potential violations of the uni-
dimensionality assumption. Inconsistent data (e.g., misfit
items or persons) may become a source of further inquiry.
Fit statistics may also flag items to which responses are
overly predictable (overfits), which is an indication that they
are in some way dependent on other items and might be
the first choices for deletion (Bowles, 2003; Wright, 1994).
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According to the item fit statistics based on overall anal-
ysis with all items (both sections B and C) (see Table T1
at http://www.teleprism.com/financial-literacy/jfcp/), the
most problematic items appeared to be C4 and C9, which
respectively ask about financial budgeting and about con-
fidence in managing credit cards. Items C12 and C15
were slightly problematic; these respectively sought data
on respondents’ confidence in discussing financial options
with family, and in “playing” the stock market. Reflections
on the items and potential improvements can be viewed at
http://www.teleprism.com/financial-literacy/jfcp/).

Differential Item Functioning Analysis

According to Wright and Masters (1982), when a variable
(or measure) is used with different groups of respondents it
is essential that the identity of the variable be maintained
from one occasion to the next (i.e., from group to group, or
from one time point to the next). Only if the item calibra-
tions are invariant from group to group can meaningful com-
parisons of person measures be made. Our analysis checked
for comparability based on gender and whether or not the
student held the educational maintenance allowance. Where
any group comparisons are intended (a standard practice in
survey and other evaluation studies) it is crucial that they are
based on unbiased instruments, that is with items that are of
equal “difficulty” for equally "able” subgroups. A statistical
way to inform this process is to check for differential item
functioning, in order to expose serious threats to the valid-
ity of items and tests used to measure an aptitude, ability or
proficiency of members of different populations or groups
(Thissen, Steinberg, & Wainer, 1993).

There are different methods or techniques for checking for
differential item functioning. The most widely used involve
a t test on estimates of difficulty parameters for the two
groups of students: the first method involves a scatter plot
of the two sets of item estimates (from each sub-group)
with lines indicating the 95% confidence intervals in item
estimates. The points labeled outside the confidence inter-
vals denote the items with high differential item function-
ing when comparing gender and the disadvantage proxy
(education maintenance allowance) student groups. (See
Figures F3 and F4 at http://www.teleprism.com/financial-
literacy/jfcp for disadvantage proxy and gender.) Another
method involves the same information presented as a line

graph for the different groups and the averages (and statis-
tically significant differences) are denoted with an asterisk
(see Figure F4).

In relation to the disadvantage proxy, only two items outside
the confidence intervals or with a significant difference in
the measures between the two groups, with only a small pro-
portion of items marginally in the problematic range. In fact,
only “I am confident that I can provide an informed com-
mentary on current issues in the financial industry” (B11)
and “In practice I can discuss about financial options with
my family” (C12) appeared problematic: C12 was harder for
respondents receiving, than for those not receiving, educa-
tional maintenance allowance to agree with; B11, which was
easier to agree with for those who received the allowance
than for those who did not receive it. Similarly, in rela-
tion to gender only a few items were potentially problem-
atic with regard to differential item functioning -B13 (finan-
cial scam recognition), C15 (stock market) and C12 (dis-
cuss financial options with family)—as marginal differen-
tial item functioning statistics. B13 and C15 were harder for
females to agree with, whereas the opposite is the case with
C12 (see Figures F5 at http://www.teleprism.com/financial-
literacy/jfep/).

Category Statistics

Categorization is crucial in designing any ordered-response
scale (including the rating scale) and it has two important
characteristics: (a) while all categories of a scale should
measure a common trait or property, each must also have its
own well-defined boundaries, and the elements in a category
should all share certain specific exclusive properties, and
(b) categories must be in order, and numerical values gener-
ated from the categories must reflect the degrees or magni-
tudes of the trait. Category statistics are given as indicators
for this check: the most frequently used indices are the aver-
age measure and the threshold (or step calibration). A well-
functioning scale should present ordered average measures,
with acceptable fit statistics, as was found for this mea-
sure (see Figure F6 at http://www.teleprism.com/financial-
literacy/jfep/).

The Item-Person Map

Item-person maps, (such as the one shown in Figure F7 at
http://www.teleprism.com/financial-literacy/jfcp/) present
the common logit scale and its distribution of items and
respondents.. The higher the item’s position (on the right
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hand side) the harder it is for respondents to agree with it.
The item “I am confident that I can provide an informed
commentary on current issues in the financial industry”
(B11) proved the most difficult for our sample to agree with.
On the left of the figure, the higher the position representing
him or her, the higher the person scored on this measure,
indicating their greater financial literacy self-efficacy.

Dimensionality Diagnostics and Subscales
Dimensionality diagnostics undertaken (see Figure F8
at http://www.teleprism.com/financial-literacy/jfcp/) sug-
gested up to 4 sub-dimensions or subscales. This involves
checking the results of a principal components analysis of
the residuals (with contrasts): when data fit the model resid-
uals should be random and show no structure; observed
patterns in the residuals can indicate multidimensionality.
An Eigenvalue greater than two, or representing more than
15% of the unexplained variance, in one of these contrasts,
can be considered evidence of multidimensionality, exis-
tence of subscales, or possibly a violation of the unidimen-
sionality assumption (Linacre, 2006). In our study, three
contrasts exceeded this limit, indicating the possibility of up
to four subscales.

We accordingly examined the items, fit statistics, and the
contrasts between items suggested by the dimensionality
diagnostics, to recalibrate using a step-wise process involv-
ing the following main steps:

1. We observed that C14-C16 fit with the same
dimension as B items and that perhaps they mea-
sure a dimension of self-efficacy in engaging with
the financial industry/sector

2. This reasoning (in 1. above) was supported by the
results of a separate analysis of the B-items, which
indicated two sub-dimensions (the main contrasts
being between the first and last items)

3. We recognized a ”can”/”could” division of items
in B-section

4. When analyzing items B with C14-16 the results
clearly suggested a dimension as proposed in 1
and 2 above. B10 to 13 plus C14-C16 comprise
a measure of self-efficacy in engaging with the
financial industry. This is an “imagined future” or
aspirational, rather than actual, social practice

Through similar steps as above (1-4), we also exam-
ined the data for a further two possible dimensions. The
results for both measures (as shown in Table A3 and
Figure F9 available at http://www.teleprism.com/financial-
literacy/jfcp/) were skewed toward the positive “more confi-
dent” end of the scale. We anticipated the results for the self-
efficacy in financial knowledge measure to skew toward
the “more confident” end of the scale. We suggest that this
skew is indicative of a good measure to capture improve-
ment in knowledge/confidence, since even after an interven-
tion there was no “ceiling effect.”

In relation to the other subscales indicating self-efficacy in
financial performance in “everyday” contexts we analyzed
the section C questionnaire items. C9—which related to
confidence in managing a credit card—continued to misfit,
suggesting that it should be analyzed as a single item, and
so we removed it from further measurement analysis, recal-
ibrating the overall measure without it; its removal did not
affect the results in relation to student scores.

Considering the items in section C (excluding the three
already analyzed under the measure of self-efficacy to
engage with the financial industry) and inspecting the
dimensionality diagnostics and contrasts (as explained
above), we uncovered two aspects of financial literacy
performance-in-practice self-efficacy, which we label inde-
pendent activity and social activity. Independent activity is
that undertaken alone (e.g., surfing the internet for finan-
cial information), while social activity is undertaken with
others (e.g., engaging with tellers in the bank). We note,
as Atkinson et al. (2006) state, that a person may have
high self-efficacy in some aspects of financial literacy and
low self-efficacy in others. The two resulting measures—
of independent (activity) practice and of social (activity)
practice are defined respectively as self-efficacy in financial
performance in practice (own) and self-efficacy in finan-
cial performance in practice (social) (see Figure F10 for
the item-person map and Table T3 for the relevant item fit
statistics, available at http://www.teleprism.com/financial-
literacy/jfcp).

Using the Measures of Self-efficacy in Further
Analysis

The five measures (one overall and four subscales) were
added to the larger dataset with other variables and back-
ground information. Table 2 presents Pearson Correlations
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TABLE 2. Pearson Correlations Between Measures

Financial Literacy Overall Classroom Financial Context

Self-efficacy Measure Situated Sector (on own)
Engagement

Classroom situated 0.790**

Financial sector engagement 0.795** 0.605%*

Context (on own) 0.792%%* 0.471%* 0.455%*

Context (social) 0.628** 0.304** 0.367** 0.585%*

Note. N = 145. ** p <.001.

between the four subscales and the overall measure. There
were moderate to reasonably high correlations between
each of the subscales and the overall financial literacy self-
efficacy measure. Notably, the correlation between class-
room situated financial literacy self-efficacy and the sub-
scales of financial literacy self-efficacy performance-in-
practice contexts was within the moderate to weak band
(namely 0.471 and 0.304). This band location supports lit-
erature (referred to above) that reports a mismatch between
financial literacy self-efficacy (largely based on “knowl-
edge” items) and actual financial literacy performance-in-
practice. The correlation coefficients support the view that
it is inadequate to use only measures of financial knowledge
self-efficacy as proxies for financial literacy since the rela-
tionships between the subscales are not all strong (see Table
2). None of the correlations between the subscales were high
enough to suggest omission from the model—all are needed.

The only statistically significant difference between males
and females for the overall scale and the individual sub-
scales was self-efficacy to engage with the financial indus-
try (¢ = —3.796, p = .000), which we anticipated, given the
known overrepresentation of males working in the finan-
cial services industry. It is more surprising that gender dif-
ferences were not significant for the overall scale and sub-
scales, but this may reflect the relatively small sample size
(n = 145) (see Table 3).

Our framework rests on the premise that specific
self-efficacies will be more closely related to the domain
in question than general models of self-efficacy would be.
We argue that, in the case of financial literacy self-efficacy,
a proxy of financial knowledge self-efficacy does not pro-
vide the best predictor of financial behavior (self-efficacy
is typically considered a better predictor of behavior than
is confidence). Our analysis below supports this reasoning

since—as predicted by our model in Figure 1—the self-
reported behavior data collected in Study 1 correlated most
strongly with the associated self-efficacy sub-scale in the
most relevant context of financial practice.

Table 4 indicates that correlations with the output prox-
ies (career likelihood, number of products owned, and test
score) varied with the measure, supporting our conceptual-
ization of financial literacy self-efficacy as comprising sub-
scales (described above). The number of products owned
correlated most strongly with the overall financial literacy
self-efficacy measure (» = 0.353, p = .000), and the high-
est correlated sub-scale was financial literacy performance-
in-practice (own) self-efficacy (» = 0.321, p = .001). Had
only the classroom situated financial efficacy subscale been
available (i.e., if only a measure of financial knowledge
self-efficacy had been available—what we call the class-
room situated subscale) it would have been reasonable to
conclude that attainment in financial education has very lit-
tle impact on personal financial practices (correlation coef-
ficients were all less than 0.26). The correlation coeffi-
cients presented in Table 4 based on our new subscales war-
rants greater optimism that financial education can impact
financial behavior in everyday contexts. This correlation
analysis prompts a rethink—one that reflects a deeply situ-
ated perspective on self-efficacy—that challenges the per-
vasive view that financial education has little impact on
financial behavior. This alternative perspective is vital to
recognizing the importance of financial education, and to
the field’s continued development.

The score from the test given to students at the end of the
financial course (Study 1) correlated most strongly with
the sub-scale measure of classroom situated financial liter-
acy self-efficacy (Study 2), while there was no meaningful
correlation between this test score and the self-efficacy
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TABLE 3. Gender Differences and t Tests

Financial Literacy Self-efficacy Gender N Mean  Std. Deviation Std. Error Mean 7 test Sig
measure
Overall Female 48 1.1327 .88215 12733
-1.795 0.075
Male 97 14699 1.14319 11607
Classroom situated Female 48 1.7352 1.34287 .19383
—-1.707  0.09
Male 97 22028 1.64541 16707
Engagement with the financial sector Female 48 .3860 1.69116 .24410 3755 <0.001
Male 97 15327 1.74913 17760
Performance in practice—context Female 48 1.9206 1.58454 22871
0.777 0.439
(own)
Male 97 1.7121 1.48966 15125
P i ice - . . .
erfprmance in practice - context Female 48 1.8698 2.17880 31448 0.107 0.915
(social)
Male 97 1.8314 1.96541 19956

subscales (Study 2). This correlation supports our emphasis
on a highly situated self-efficacy perspective. It also sup-
ports the framework proposed in Figure 1 and highlights the
need for precision in defining distinct contexts of practice.

The correlations of the measures of “likelihood of career
in financial industry” were strongest for our overall mea-
sure. We suggest that the subscales’ correlations, referred to
above, were similar to each other because various contexts
of practice influence career choice; however, notably, as we
predicted, the highest correlation was with self-efficacy to
engage with the financial sector.

None of the correlations between financial literacy self-
efficacy were high; our analysis suggests around 12%—-15%
of the variance in the output proxies could be accounted
for directly by financial literacy self-efficacy. With so very
many possible contributory factors, and when the output
proxies themselves are crude, as they were in our study,
we strongly suggest that these degrees of association (corre-
lation) are noteworthy. Ideally, the output variables would
pertain to observed, rather than be self-reported, practice,
but we had no opportunities for such observation.

Conclusion, Limitations, and Implications

In this article we have presented our original model of finan-
cial literacy self-efficacy, proposing it as a new framework
for evaluating financial education interventions and other
evaluations of financial literacy. In doing so, we have drawn

upon up-to-date definitions of financial literacy. These def-
initions have shifted from a focus solely (or almost entirely)
on financial knowledge toward one that incorporates the
use of such knowledge in other contexts. We have argued
that a main implication of such shifts is recognition of the
importance of self-efficacy in relation to financial perfor-
mance in contexts-of-practice as the proxy of choice for
financial literacy. In summary, we have shown that, for our
dataset, outcome measures correlated most strongly with
the most closely associated sub-domain of financial literacy
self-efficacy. We have shown that conclusions can depend
on which subscale is used, and we have exposed the weak-
nesses of using only a single proxy of financial knowledge
self-efficacy (classroom situated).

Validation of the overall financial literacy self-efficacy
measure were presented in detail, and the results of the
same procedures with the subscales were summarized (see
Appendix). We identified four sub-dimensions of the over-
all measure:

* self-efficacy in financial knowledge

* self-efficacy in financial performance-in-practice
(own decision-making)

* self-efficacy in financial performance-in-practice
in various social contexts

* self-efficacy in engagement with the financial
industry (an ”imagined futures” aspirational
self-efficacy as a kind of thought
performance)
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TABLE 4. Correlations of Measures With (a) Likelihood of a Career in the Financial Sector, (b) Number of
Financial Products Owned, and (c) End of Unit test Scores

Financial Spearman’s Career Likelihood * Products Owned Mark Mark at
Literacy Rho (Unless at Course
Self-Efficacy Other Wise Course (Pearson)
Measure Stated)
Overall Correlation —.293%* 353" .160 .145
Coefficient
Sig. (2-tailed) .003 .000 .057 .086
N 101 100 142 142
Classroom Correlation —.235% .199° .259% 252%%*
situated Coefficient
Sig. (2-tailed) .018 .047 .002 .003
N 101 100 142 142
Engagement Correlation —.282%* 264" 114 .093
with the Coefficient
financial
sector
Sig. (2-tailed) .004 .008 176 271
N 101 100 142 142
Performance Correlation —.206* 3217 .061 .053
in practice — Coefficient
context
(own)
Sig. (2-tailed) .038 .001 468 .530
N 101 100 142 142
Performance Correlation -213" 238" .032 .045
in practice — Coefficient
context
(social)
Sig. (2-tailed) .033 .017 709 .595
N 101 100 142 142

* Categories coded as 1: Already at job, 2: Very likely. . . .6: very unlikely

This article thus provides four new measures of financial lit-
eracy validated on 16- to 19-year-old youths in Britain. The
measures were then used to demonstrate our framework of
financial literacy self-efficacy; correlations were (usually)
highest between the financial literacy self-efficacy sub-scale
and associated outcome proxy for the context of practice.

We argue that research in financial literacy must recognize
that there can be, and often is, a disjuncture between knowl-
edge in the context of the classroom and its application in
everyday life. The distinction between knowledge acquired
in the classroom and its transfer to use in everyday life is

crucial. It is a distinction that has been greatly overlooked in
the measurement literature about financial literacy. Our val-
idation of both measures of self-efficacy in financial knowl-
edge and self-efficacy in financial performance-in-practice
offers a new direction for the field and provides much
needed tools for future evaluation studies that may test and
contextualize it. Measures of financial literacy self-efficacy
in practice should be considered for inclusion in financial
education intervention evaluation studies. Since change in
literacy self-efficacy can be used as a proxy for learning
gain, we propose our measures for adaptation in financial
educational program and intervention evaluation.
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All of our participants were volunteers, and although their
institutions were selected for diversity, the sample was not a
strictly representative or random sample. Moreover, since it
was recruited from cohorts of self-selecting financial stud-
ies (an optional subject) students, the sample is potentially
skewed on the basis of predisposition toward and assumed
interest in financial education. In addition, analysis of the
demographic data revealed the sample to be over representa-
tive of low income families compared with the wider popu-
lation (see Table 1). Since the data were collected at a time of
year when their financial studies were nearing completion,
the sample may reasonably be considered relatively finan-
cially knowledgeable. This timing may account for some
items’ high scores. However, the item score profile suggests
that the measures are challenging enough not to have gener-
ated a ceiling effect. The sample size was adequate for the
purpose of validation of the measures but not large enough to
examine interactions of demographics, or for more involved
follow-up statistical analyses.

We have already suggested several ways in which our
approach may open up possibilities for developing financial
educational research. For financial education the implica-
tions are a move toward applied learning and competence
based assessment. For financial counselors the takeout mes-
sage is to interpret standardized tests with caution. Until
the field has developed sufficiently sensitive tests of finan-
cial literacy, there is great value in knowing clients’ indi-
vidual circumstances, wants and aspirations. On the ground
qualitative engagement with clients may trump quantitative
measures data, if the test is not well connected with the life
experiences of clients. For planners we would encourage the
search for and use of appropriately context specific mea-
sures in their work.

We end by emphasizing the salience for other literacy fields
of our highly ”situated” conceptualization of self-efficacy.
Such literacy fields include new (digital) literacies, statis-
tical literacy, and mathematics literacy, where there is a
known mismatch between performance in the classroom and
the application of knowledge acquired in the classroom—
indeed, whenever there is reason to doubt the straightfor-
wardness of knowledge transfer. Making good measures is
a resource intensive process, and placing emphasis on the
further development of measures must be ongoing not only
in our field of financial literacy, but also more generally
in applications of psychology. Yet the development of a

measures toolkit that is truly fit for purpose is vital if we
are to gain greater precision in research focus. Greater
importance must be given to the development of context
appropriate measures.
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Appendix: The Revised Instruments With Subscale Indicated
Section B Learning Financial Capability In this section you are asked to say how confident you are to perform particular

competences.

You are asked to rate how confident you are that you for each statement using a scale from 1 (=not confident at all) to 4(=

very confident).

Not Not very Fairly Very confident

confident at confident confident

all
I am confident 1 2 3 4 Subscale
B1 I can identify the difference 1 2 3 4 1 CLASS-
between a need, a want and an ROOM
aspiration.
B2 I can give examples of 1 2 3 4 1 CLASS-
ways that needs vary with a ROOM
person’s stage in their life
cycle from a financial
perspective.
B3 given the amount borrowed 1 2 3 4 1 CLASS-
and the interest rate, I can ROOM
calculate the interest paid over
a year.
B4 I can give examples of 1 2 3 4 1 CLASS-
some of the causes of ROOM
inflation.
B5 I can select the most 1 2 3 4 1
important features of a CLASS
financial product to consider ROOM
when making choices (i.e.
APR).
B6 I can successfully draw up 1 2 3 4 1 CLASS-
a monthly budget plan, which ROOM
includes cash
flow.
B7 I can develop a financial 1 2 3 4 1 CLASS-
action plan in order to help me ROOM
achieve my aspirations.
B8 I am confident that I can 1 2 3 4 1 CLASS-
place a financial product on a ROOM
risk spectrum to help me
evaluate the options
B9 I am confident that I can 1 2 3 4 1 CLASS-
describe different types of ROOM
financial advisors.
B10 I am confident that I can 1 2 3 4 1 CLASS-
explain different ways in ROOM
which external economic
factors can impact on financial
institutions.

(Continued)
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(Continued)

Not Not very Fairly Very confident
confident at confident confident
all
I am confident 1 2 3 4 Subscale
B11 I am confident that I could 1 2 3 4 2 FINAN-
provide an informed CIAL
commentary on current issues INDUS-
in the financial industry. TRY
B12 I am confident that I could 1 2 3 4 2 FINAN-
determine the intended CIAL
audience for an advertisement INDUS-
from a financial service TRY
provider.
B13 I am confident that I could 1 2 3 4 2 FINAN-
recognise a financial scam. CIAL
INDUS-
TRY

Note. The wording of B8 and B13 was slightly modified subsequently.

Section C Personal Financial Practices In this section you are asked to say how confident you are to perform certain personal

financial practices.

You are asked to rate how confident you are for each statement, using a scale from 1 (=not confident at all) to 4(= very

confident).

248

Journal of Financial Counseling and Planning, Volume 31, Number 2, 2020



Not Not very Fairly Very confident

confident at confident confident

all
I am confident 1 2 3 4 Subscale
C2 I manage my own money 1 2 3 4 3
effectively. INDIVIDUAL
C3 I do in practice prioritise 1 2 3 4 3
spending on my needs over INDIVIDUAL
spending on my wants.
C4 1 plan what I spend my 1 2 3 4 3
money on rather than spending INDIVIDUAL
somewhat spontaneously.
C5 in practice I find out about 1 2 3 4 3
the range of financial products INDIVIDUAL
available to me.
C6 I compare interest rates, 1 2 3 4 3
when I am considering a INDIVIDUAL
financial product.
C7 I know how to go about 1 2 3 4 3
finding a mortgage. INDIVIDUAL
C8 I consider my aspirations- 1 2 3 4 3
limitations balance when INDIVIDUAL
making financial decisions.

(Continued)
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(Continued)

Not Not very Fairly Very confident

confident at confident confident

all
I am confident 1 2 3 4 Subscale
C9 I am able to manage a 1 2 3 4 Single Item
credit card well.
C10 I am able to have a 1 2 3 4 4 SOCIAL
conversation with my bank
manager about my financial
needs.
C11 I can access good 1 2 3 4 4 SOCIAL
financial advice appropriate
for my personal financial
circumstances.
C12 I can discuss about 1 2 3 4 4 SOCIAL
financial options with others.
C13 in practice I can advise 1 2 3 4 4 SOCIAL
others about their personal
financial management.
C14 I could become a 1 2 3 4 22
successful financial manager FINANCIAL
in the future, if I want to. INDUSTRY
C15 I am able to play the stock 1 2 3 4 22
market, if I want to. FINANCIAL

INDUSTRY

C16 I could pursue a career in 1 2 3 4 22
the financial services sector, if FINANCIAL
I want to. INDUSTRY

Note. The wording of C4, C6, C9 & C12 has been very slightly modified. Future users may also consider removing ‘if I want to’ from C14, C15 and C16.
The phrase ‘high street banking’ is used rather than ‘personal banking’ as a term used in the U.K. The term ‘high street’ indicates that these banks are
widespread institutions, e.g. found in the main commercial sector of a town or city (https://www.investopedia.com/terms/h/high-street-bank.asp).

Subscales] financial literacy self-efficacy (classroom situated), 2 comprise a measure of self-efficacy to engage with the financial industry, 3 financial literacy

self-efficacy in practice (individual) 4 financial literacy self-efficacy in practice (social).
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