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INTRODUCTION 

 

In April of 2018 the Kentucky Legislator passed House Bill 132. The Bill requires that, starting 

academic year 2020, every high school student completes a financial literacy class or program 

before graduation. With the passing of the bill, Kentucky joins 17 other states that require personal 

finance courses as a graduation condition.  Like most high school financial literacy mandates, the 

policy was introduced with the intention of increasing financial literacy and, in turn, help increase 

positive financial behaviors in the Commonwealth. Proponents of the Bill assume that a financial 

literacy course will increase financial knowledge and lead to better financial behaviors.  

In this research we provide a summary of research examining the impact of financial 

literacy mandates, descriptive statistics to define the current financial literacy landscape in 

Kentucky and compare it to its surrounding states. We also compare the behaviors of Kentucky 

residents to neighboring states, states that require financial literacy education, and national 

averages. Future research interested in measuring the impact of HB 132 on the financial well-being 

of Kentuckians will need a baseline of Kentucky’s financial knowledge before the bill and a 

framework to assess the returns to the policy. Our research fulfills that purpose. Finally, we provide 

policy makers with suggestions to help increase the returns to financial literacy education and to 

best measure the efficacy of the policy.  

We find no statistical evidence that the financial behaviors in Kentucky are different than 

the national average. There is one area that is an exception to that, we find statistical evidence that 

homeownership rates are higher in Kentucky. While financial behaviors are similar, we find that 

financial literacy rates are 2.6% points lower in Kentucky compared to the national average. 

Finally, we find that increasing financial literacy is associated with an increase in positive financial 
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behaviors, and a decrease in negative financial behaviors. The results provided here are in line 

with the expectations of the returns to financial literacy education. 

As Kentucky implements the new financial literacy mandate we expect that the returns to 

financial literacy education will not be evident in short run behaviors, as financial literacy 

education is more likely to impacts long run behaviors (Wagner and Walstad 2018). However, 

some risky financial behaviors are in fact impacted by financial literacy education. Harvey (2018) 

find that financial education mandates have reduced the use of Alternative Financial Services. 

Finally, we expect that the composition of student debt to shift from high cost loans to low cost 

alternatives (Stoddard and Urban, 2018).  

 

LITERATURE REVIEW  

Financial Literacy Education  

Walstad et al (2017) details the types of formal financial literacy education that are 

available to Americans. In their summary of the provision of financial literacy education they list 

most common sources of financial literacy education individuals might come across. Their list of 

the most common types of education are K-12 education, college, through an employer, or 

financial literacy education experienced around a life changing event, like homeownership or 

going to college.  Al-Bahrani and Weathers (2018), provide a discussion on the returns of informal 

financial literacy education that is provided by parents. They find evidence that financial literacy 

is passed through parental education and through formal education methods at high school, college, 

and employer education. For the purpose of this research, and since HB 132 requires financial 

education in high school, we are interested in financial literacy education that takes place in formal 

environments.  



 4 

According to the 2018 Survey of the States, there were 17 states that mandate financial 

literacy education at the high school level. This is up from five in 2007 and one in 1998. The 

increase in states requiring financial literacy education is evidence of the perceived benefits of 

financial literacy education. There are an additional 5 states that require financial literacy courses 

be offered as an elective but not required for graduation. The figure below is from the Council for 

Economic Education Survey of State report.1  

 

Figure 1 Council for Economic Education Survey of State Report 2018 

Although there is an increase in requiring financial literacy education to be introduced at 

the high school level, states vary by how financial education is implemented and how student 

learning is assessed. In figure 1, Oklahoma is identified as a state that does not require a financial 

literacy class. However, in 2014, Oklahoma passed a mandate that requires high school students 

                                                 
1 https://www.councilforeconed.org/wp-content/uploads/2018/02/2018-SOS-Layout-18.pdf  

https://www.councilforeconed.org/wp-content/uploads/2018/02/2018-SOS-Layout-18.pdf
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be proficient in 14 areas of personal finance instruction. Students received a “Financial Literacy 

Passport” indicating that they covered these concepts throughout their 4 years of high school. Thus, 

although they do not require a class, the standards are expected to be taught. Moreover, there is no 

formal assessment of knowledge or testing. The only requirement is that the students be exposed 

to the financial literacy standards. This approach doesn’t fit the traditional financial literacy 

education mandates; other states like Georgia, Texas, and Idaho implement more rigorous 

expectations (Brown, Collins, Schmeiser, and Urban, 2014). The main difference is Georgia, 

Texas, and Idaho each require students to compete a state level standardized curriculum.  In 

Georgia and Texas, students are assessed through standardized testing and are required to complete 

an entire year of instruction. Whereas in Idaho the course is half a year and is not assessed via 

standardized testing.  

The concepts covered in financial literacy education also vary by state. Commonly, 

personal finance education includes the study of income and its determinants, money management 

and budgeting, saving and investing, and credit and debt (Tennyson and Nguyen 2001). In Georgia, 

the personal finance topics mainly focus on financial planning, including savings, insurance, and 

credit and is coupled with economic concepts. There is no standard way to incorporate financial 

literacy education; the lack of uniformity makes it difficult to measure the efficacy of the programs.  

 

Returns to Financial Literacy Education  

Due to the non-uniform approach to teaching financial literacy, measuring the impact of 

financial literacy mandates is difficult. In addition, the returns to financial literacy education vary 

drastically by the quality of teachers, the type of curriculum used, the method in which knowledge 

is assessed, and the age of participants (Wagner and Walstad 2018). When classroom instruction 
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is administered correctly, the consensus is that financial literacy education increases financial 

knowledge (Harter and Harter 2009). Al-Bahrani, Weathers, and Patel (2018) find that 

participating in financial literacy education program increases financial literacy by 5%, and by 2% 

for every additional exposure to financial literacy education thereafter. Therefore, not only is initial 

exposure important but additional exposure helps increase financial literacy.  The increase in 

financial literacy has long run implications on overall financial wellbeing. Lusardi, Michaud, and 

Mitchell (2017), find that 30-40% of the retirement wealth inequality is explained solely by 

financial knowledge. The returns to financial literacy education vary by race, and other 

demographics (Wagner, working paper; Al-Bahrani, Weathers, working paper; Al-Bahrani, 

Weathers, and Patel 2018).  

 

Financial Behaviors 

The investment on financial literacy education is expected to lead to better financial 

knowledge and in turn lead to better financial behaviors. Therefore, it is important to evaluate if 

financial literacy education does indeed lead to better financial behaviors.  According to Wagner 

and Walstad (2018) financial literacy education received in high school, college, or from an 

employer will impact long term financial behaviors more than short term financial behaviors. They 

define short term behaviors as those that involve a money or credit management task that gives 

regular and timely feedback to the quality of the financial behavior. They conclude that the impact 

of financial literacy education on short term behaviors is lower because short term behaviors are 

responsive to frequent feedback. Long Term behaviors have penalties or consequences that are 

realized later in life and thus individuals don’t receive immediate feedback to correct their 

behavior. Financial literacy curriculum should focus on nudging individuals to consider long term 
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outcomes and to understand the financial concepts relating to outcomes that are only realized later 

in life.  

Some argue that the evidence of returns to financial literacy education are inconclusive 

(Willis, 2011). However, others show that mandating financial literacy increases credit scores and 

reduce the probability of late payments (Brown, Collins, Schmeiser, and Urban, 2014). In a recent 

paper funded by the National Endowment for Financial Education (NEFE), Stoddard and Urban 

provide evidence that students from states that mandated financial literacy education decreased 

their use of high cost student loans and relied less on credit card debt.  

In 2020, when Kentucky students begin to receive financial literacy education, we should 

anticipate changes in financial behaviors. A more important conclusion from Wagner and Walstad 

(2018) is that changes to financial behaviors are more evident when high school financial literacy 

education is coupled with financial literacy education from employers. This also supports Al-

Bahrani, Weathers and Patel (2018), who find that more frequent access to financial literacy 

education leads to higher financial literacy knowledge.  

Harvey (2017) examines that impact of state financial literacy mandates on the use of 

Alternative Financial Services (AFS). She finds that when states mandate financial literacy 

education in high school it leads to a 6% reduction in the likelihood that individuals will use AFS. 

For minorities this mandate effect is a slightly larger reduction of 7%.  Allgood and Walstad (2016) 

find that perceived financial literacy is as important as actual financial literacy in determining 

financial behavior. Their research is the first to highlight the role confidence plays on financial 

behavior. If we expect that financial literacy education makes participants more confident, then 

we should expect that it will lead to increased positive financial behaviors.  
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Brown, Collins, Schmeiser, and Urban, (2014) use a panel of credit report data to test the 

financial behavioral changes resulting from the financial literacy mandate. They find that in states 

where the mandate was introduced in 2007, credit scores increased, and delinquencies rates fell 

compared to control states. Tennyson and Nguyen (2001) approach the analysis a little differently. 

They disaggregate state requirements into the possible components. In their methodology 

mandates are categorized as 1-standards only, 2- having a course requirement 3- required testing. 

They find that mandates that require having a course requirement increases financial literacy 

scores.  

 

Measuring Financial Literacy 

 

Researchers have been inconsistent in their methodology when measuring financial 

literacy, making it difficult to construct a standardized measure (Huston, 2010). States introducing 

financial literacy standards must decide on what topics they want to cover and how will they assess 

the knowledge of participants. To avoid introducing another measure of financial literacy we 

recommend the use of the “Big Five” questions (Hastings, Madrian, and Skimmyhorn 2013) which 

rely heavily on the measures foundationally constructed by Lusardi and Mitchell’s (2007) “Big 

Three” questions. These questions are the commonly used questions in the literature to measure 

financial literacy (Knoll and Houts 2012). States can add more questions, but for the purpose of 

research and comparison across states, we must find a standardized set of questions to use to 

measure relative knowledge.  

 

An alternative measure to test financial literacy is The Test for Financial Literacy 

developed by Walstad and Rebek . The test is geared towards 10-12 grades students and is designed 
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to test the returns on financial literacy education. The test includes 40 multiple choice questions 

that have been standardized and normed, allowing it to be used for comparison across geography 

and time, specifically for high school students. The content of the Test for Financial Literacy is 

tied to the national financial literacy standards.  

 

 

Table 1: The Big Five Financial Literacy Questions 

# Question Possible Answers Answer 

1. Suppose you had $100 in a savings 

account and the interest rate was 2% 

per year. After 5 years, how much 

do you think you would have in the 

account if you left the money to 

grow? 

A. More than $102 

A. More 

than $102 

B. Exactly $102 

C. Less than $102 

D. Don't know 

E. Prefer not to say 

2. Imagine that the interest rate on 

your savings account was 1% per 

year and inflation was 2% per year. 

After 1 year, how much would you 

be able to buy with the money in 

this account? 

A. More than today 

C. Less than 

today 

B. Exactly the same 

C. Less than today 

D. Don't know 

E. Prefer not to say 

3. If interest rates rise, what will 

typically happen to bond prices? 
A. They will rise 

B. They will 

fall 

B. They will fall 

C. They will stay the same 

D. There is no relationship between bond 

prices and the interest rates 

E. Don't know 

F. Prefer not to say 

4. A 15-year mortgage typically 

requires higher monthly payments 

than a 30-year mortgage, but the 

total interest paid over the life of the 

loan will be less. 

A. True 

A. True 
B. False 

C. Don't know 

D. Prefer not to say 

5. Buying a single company's stock 

usually provides a safer return than 

a stock mutual fund. 

A. True 

B. False 
B. False 

C. Don't know 

D. Prefer not to say 
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DATA 

To understand the financial literacy and financial behaviors in Kentucky, we use the 2015 

sample of the National Financial Capabilities Study. The data includes 27,564 observations. The 

survey samples 500 individuals from each state, with over sampling in New York, Illinois, 

California, and Texas. The data includes demographic information, education, marital status, 

responses to the Big Five questions, measures on how individuals perceive their own financial 

literacy, and also financial behaviors. Table 1 includes summary statistics of select variables. We 

present three comparisons, data from Kentucky, neighboring states2, states that require financial 

literacy education, and the rest of the United States.  

 

 

 

 

 

 

 

 

 

Table 2 : Summary Statistics of Key Variables in the NFCS 
  

Neighboring State  Kentucky USA Financial Literacy States 
 

Variable Obs Mean SD Obs Mean SD Obs Mean SD Obs Mean SD 
 

male 4,014 0.47 0.499 500 0.47 0.5 27,564 0.446 0.497 12,029 0.456 0.498 

A
g
e 

C
o
h
o
rt

s 

age18_24 4,014 0.114 0.317 500 0.104 0.306 27,564 0.111 0.314 12,029 0.113 0.317 

age25_34 4,014 0.172 0.378 500 0.176 0.381 27,564 0.182 0.386 12,029 0.183 0.387 

age35_44 4,014 0.17 0.376 500 0.17 0.376 27,564 0.166 0.372 12,029 0.17 0.376 

                                                 
2 Neighboring states include Indiana, Illinois, Missouri, Ohio, Tennessee, Virginia, and West Virginia.  
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age45_54 4,014 0.185 0.389 500 0.188 0.391 27,564 0.182 0.386 12,029 0.181 0.385 

age55_64 4,014 0.169 0.374 500 0.174 0.379 27,564 0.174 0.379 12,029 0.171 0.376 

age65plus 4,014 0.19 0.392 500 0.188 0.391 27,564 0.185 0.388 12,029 0.181 0.385 

R
ac

e
 white 4,014 0.758 0.428 500 0.874 0.332 27,564 0.72 0.449 12,029 0.716 0.451 

nonwhite 4,014 0.242 0.428 500 0.126 0.332 27,564 0.28 0.449 12,029 0.284 0.451 

E
d
u
ca

ti
o
n

 

GED 4,014 0.2 0.4 500 0.206 0.405 27,564 0.161 0.368 12,029 0.164 0.37 

High School 4,014 0.074 0.262 500 0.072 0.259 27,564 0.062 0.24 12,029 0.064 0.244 

Some college 4,014 0.28 0.449 500 0.262 0.44 27,564 0.281 0.449 12,029 0.29 0.454 

Associate deg. 4,014 0.096 0.295 500 0.108 0.311 27,564 0.11 0.313 12,029 0.11 0.314 

Bachelor deg. 4,014 0.197 0.398 500 0.188 0.391 27,564 0.229 0.42 12,029 0.224 0.417 

Post grad 4,014 0.126 0.332 500 0.132 0.339 27,564 0.136 0.343 12,029 0.126 0.332 

M
ar

it
al

 S
ta

tu
s Married 4,014 0.541 0.498 500 0.586 0.493 27,564 0.544 0.498 12,029 0.552 0.497 

Single 4,014 0.291 0.455 500 0.246 0.431 27,564 0.294 0.456 12,029 0.289 0.453 

Divorced 4,014 0.124 0.329 500 0.11 0.313 27,564 0.119 0.324 12,029 0.119 0.324 

Widowed 4,014 0.044 0.205 500 0.058 0.234 27,564 0.042 0.201 12,029 0.04 0.197 

  Children 4,014 0.645 1.025 500 0.762 1.088 27,564 0.678 1.051 12,029 0.695 1.07 

E
m

p
lo

y
m

en
t 

Self employed 4,014 0.07 0.255 500 0.046 0.21 27,564 0.072 0.259 12,029 0.071 0.257 

Full-time 4,014 0.363 0.481 500 0.362 0.481 27,564 0.388 0.487 12,029 0.386 0.487 

Part-time 4,014 0.098 0.297 500 0.09 0.286 27,564 0.099 0.298 12,029 0.096 0.295 

Homemaker 4,014 0.095 0.293 500 0.13 0.337 27,564 0.09 0.286 12,029 0.095 0.294 

Student 4,014 0.053 0.225 500 0.022 0.147 27,564 0.049 0.216 12,029 0.051 0.221 

Disabled 4,014 0.055 0.227 500 0.078 0.268 27,564 0.045 0.207 12,029 0.043 0.203 

Unemployed 4,014 0.063 0.243 500 0.068 0.252 27,564 0.056 0.231 12,029 0.059 0.235 

Retired 4,014 0.204 0.403 500 0.204 0.403 27,564 0.201 0.401 12,029 0.198 0.399 

L
iv

in
g
 S

it
u
at

io
n
 

Live alone 4,014 0.234 0.423 500 0.236 0.425 27,564 0.239 0.426 12,029 0.237 0.425 

Live partner 4,014 0.588 0.492 500 0.618 0.486 27,564 0.591 0.492 12,029 0.593 0.491 

Live parents 4,014 0.092 0.289 500 0.072 0.259 27,564 0.082 0.275 12,029 0.083 0.275 

Live-other 4,014 0.086 0.281 500 0.074 0.262 27,564 0.088 0.283 12,029 0.088 0.283 

In
co

m
e 

C
o
h
o
rt

s 

less15k 4,014 0.131 0.338 500 0.138 0.345 27,564 0.115 0.319 12,029 0.118 0.323 

15k-25k 4,014 0.117 0.321 500 0.136 0.343 27,564 0.108 0.311 12,029 0.113 0.317 

25k-35k 4,014 0.111 0.315 500 0.122 0.328 27,564 0.108 0.311 12,029 0.113 0.317 

35k-50k 4,014 0.15 0.358 500 0.166 0.372 27,564 0.147 0.354 12,029 0.149 0.356 

50k-75k 4,014 0.194 0.395 500 0.186 0.389 27,564 0.205 0.404 12,029 0.206 0.404 

75k_100k 4,014 0.126 0.331 500 0.12 0.325 27,564 0.136 0.343 12,029 0.135 0.342 

100k-150k 4,014 0.117 0.321 500 0.09 0.286 27,564 0.122 0.328 12,029 0.111 0.314 

150kplus 4,014 0.054 0.226 500 0.042 0.201 27,564 0.059 0.235 12,029 0.054 0.226 

  Income-drop 3,920 0.219 0.414 490 0.202 0.402 26,943 0.218 0.413 11,727 0.22 0.415 

F
in

an
ci

al
 L

it
er

ac
y

 

q1correct 4,014 0.764 0.425 500 0.716 0.451 27,564 0.77 0.421 12,029 0.76 0.427 

q2correct 4,014 0.602 0.49 500 0.618 0.486 27,564 0.62 0.485 12,029 0.617 0.486 

q3correct 4,014 0.292 0.455 500 0.298 0.458 27,564 0.297 0.457 12,029 0.293 0.455 

q4correct 4,014 0.766 0.423 500 0.742 0.438 27,564 0.776 0.417 12,029 0.775 0.418 
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q5correct 4,014 0.466 0.499 500 0.45 0.498 27,564 0.487 0.5 12,029 0.484 0.5 

Literacy Score 4,014 2.89 1.458 500 2.824 1.493 27,564 2.951 1.467 12,029 2.93 1.469 

Perceived Lit. 3,924 5.239 1.207 489 5.227 1.172 26,921 5.259 1.203 11,746 5.271 1.197 

C
re

d
it

 C
ar

d
 B

eh
av

io
rs

 

Not paid in full 3,074 0.456 0.498 351 0.433 0.496 21,775 0.451 0.498 9,463 0.454 0.498 

Minimum 

payment 
3,023 0.326 0.469 342 0.304 0.461 21,428 0.314 0.464 9,299 0.32 0.467 

Late fees 3,024 0.128 0.334 343 0.108 0.311 21,406 0.131 0.337 9,280 0.131 0.337 

Exceed limit 3,023 0.07 0.255 344 0.058 0.234 21,417 0.07 0.254 9,305 0.073 0.26 

Carry a balance 3,027 0.469 0.499 345 0.438 0.497 21,448 0.469 0.499 9,315 0.471 0.499 

In
v
es

tm
en

t 

B
eh

av
io

rs
 

Has stocks 3,617 0.337 0.473 437 0.32 0.467 25,137 0.351 0.477 10,963 0.336 0.473 

Has IRA 1,895 0.66 0.474 214 0.71 0.455 13,644 0.667 0.471 5,850 0.667 0.471 

Health 

insurance  
3,961 0.89 0.312 494 0.929 0.257 27,174 0.9 0.3 11,840 0.88 0.325 

Own home 3,971 0.645 0.479 496 0.692 0.462 27,309 0.63 0.483 11,917 0.634 0.482 

S
h
o
rt

 T
er

m
 

Difficulty 

paying bills 
2,029 0.219 0.414 248 0.282 0.451 13,374 0.216 0.412 5,887 0.212 0.409 

Overdraft 3,626 0.179 0.383 435 0.189 0.392 25,139 0.181 0.385 10,953 0.182 0.386 

Late on 
mortgage 

1,395 0.142 0.349 191 0.162 0.37 9,862 0.145 0.352 4,303 0.149 0.356 

L
o
n
g
 t

er
m

  

Emergency 

saving 
3,855 0.465 0.499 483 0.482 0.5 26,434 0.496 0.5 11,519 0.492 0.5 

Have a savings 

acct 
3,935 0.735 0.441 492 0.705 0.456 27,083 0.785 0.411 11,826 0.778 0.415 

Other 

investments 
3,617 0.337 0.473 437 0.32 0.467 25,137 0.351 0.477 10,963 0.336 0.473 

Research how 

much to retire 
3,015 0.418 0.493 373 0.413 0.493 20,820 0.431 0.495 9,118 0.425 0.494 
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Figure 2 Average financial literacy score by state 

Kentucky ranks 41st in financial literacy score. The top 5 states are Montana, Hawaii, 

Vermont, Wyoming, and North Dakota, respectively. The bottom 5 states are Georgia, California. 

New York, Florida, and Texas. Figure 1 provides information on each state’s financial literacy 

score.  

 

Financial Literacy Score  

We do not find any statistical difference in financial literacy scores between Kentucky, its 

neighbors, states that require financial literacy education, or to the overall U.S average.  

Kentuckians score 2.82, their neighbors score 2.89, 2.93 for states with financial literacy mandate, 

and 2.95 for the overall average in the U.S. Those scores translate to 56.4%, 57.8%, 58.6, and 59%, 

respectively. While statistical evidence suggests that the samples are equal, Kentuckians do score 

the lowest on the financial literacy score compared to the other groups of interest.  
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Gender, Race, Age, and Education 

Males represent 47% of the Kentucky sample, and 44% of the national sample. We report 

the age categories, and do not identify differences in the age distribution. The proportion of white 

respondents is 87% in Kentucky, much higher than the 75% for the neighboring states and the 72% 

nationally. Kentucky has less bachelor’s degree holders compared to the national average, however 

no other differences in the education distribution.  

 

Employment 

Kentuckians are less likely to report that they are self-employed. Only 4.6% are self-

employed, whereas neighboring states have 7% and nationally 7.2% of the population is self-

employed. Similarly, Kentuckians are more likely to be homemakers than the neighboring states 

and national averages. In Kentucky, 13% of the sample reports being a homemaker compared to 

9.5 and 9.0 for neighboring and national samples. Kentucky also has less students than the national 

average. Only 2.2% of the Kentucky sample is students, whereas the other samples are comprised 

of almost 5% students. 

 

Children and Marital Status 

There are no identifiable differences between Kentucky and the other states with respect to 

marital status. However, Kentuckians are more likely to report having children, with 76% having 

1 or more children. This is compared to 64% for neighboring states, 69.5% for financial literacy 

states, and 67.8% for the national average.  
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Income 

Income cohorts are separated into 8 different categories. The income distribution in 

Kentucky indicates that income levels are lower in Kentucky in comparison to the other samples. 

The majority of Kentuckians are in the 50k to 75K income bracket. The mode bracket for other 

comparisons is also the 50-75K income bracket, however a larger proportion of Kentucky residents 

report lower income levels.  

 

Financial Literacy Questions and Perceived Literacy  

We report the score for each of the five financial literacy scores.  In Kentucky, Question 1 

had an average of 71.6% correct responses. question 2 had 61.8%, question 3 had 29.8%, question 

4 had 74.2%, and question 5 had 45%. These scores do not reflect any differences from the other 

samples. Neighboring states, Financial literacy states, and national averages are comparable. The 

survey also asks participants to report their perceived financial literacy based on a 7-point scale. 

A score of 1 reflects that the respondent believes that they have low financial literacy acumen, 

whereas a 7 reflects confidence in their financial literacy knowledge. The average response is a 

5.23 in Kentucky, and this is similar to the other comparisons.  

 

Financial Behaviors, Short, and Long Term 

We provide statistics for select financial behaviors. We also report the short term and long-

term financial behaviors identified by Wagner and Walstad (2018). For financial behaviors we are 

interested in credit card, investment, health, and homeownership behaviors. Our samples are 

comparable. For Kentuckians, 43% do not pay their credit cards in full each month, roughly 10% 

only pay the minimum payment, and 5% have exceeded their credit card limit. Also, roughly 32% 
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have invested in stocks outside of their employer provided retirement account, while 71% have an 

IRA. Access to health insurance is high in Kentucky with 92.9% reporting that they have health 

insurance. Homeownership rates are slightly higher than the national average. Kentuckians 

reported a 69.2% homeownership rate, while the national average is 63%.  

Short Term financial behaviors are reported to not be affected by financial literacy 

education (Wagner and Walstad 2018). Therefore, we should not expect these numbers to change 

when financial literacy education is mandated. Our Kentucky sample reports that 28% of 

individuals have difficulty paying their bills. That is roughly 7% percentage points higher than the 

21% reported by the other samples. Overdrawing their checking accounts is reported by 18.9% of 

the Kentucky sample, which isn’t different than the other samples.  On average 16% report that 

they were late paying their mortgage.  

Long term behaviors do not indicate difference between Kentucky and other states. More 

importantly, states that mandate financial literacy do not do any better with savings, having 

investments other than retirement, or shopping behavior. Obviously, we do not observe what these 

numbers were before the mandate and cannot suggest that financial literacy mandates are not 

effective. On average, 48% have an emergency fund, 70% have a savings account, 32% have a 

nonretirement investment account, and financial 41% report that they have spent time figuring out 

retirement needs.  

 

 

 

 

 



 17 

 

Comparing within Kentucky 

 

 
 Table 3: Kentucky Summary Statistics by Race and Gender  

  White Non-White Male Female 

  Obs Mean 
Std. 

Dev 
Obs Mean 

Std. 

Dev 
Obs Mean 

Std. 

Dev 
Obs Mean Std. Dev 

Actual Literacy 437 2.913 1.495 63 2.206 1.334 235 3.217 1.53 265 2.475 1.371 

Perceived Literacy 427 5.234 1.155 62 5.177 1.287 229 5.358 1.178 260 5.112 1.155 

CC Not Paid in Full 307 0.436 0.497 44 0.409 0.497 168 0.387 0.488 183 0.475 0.501 

CC Minimum 

Payment 
299 0.291 0.455 43 0.395 0.495 163 0.239 0.428 179 0.363 0.482 

CC Late Fee 300 0.1 0.301 43 0.163 0.374 166 0.09 0.288 177 0.124 0.331 

CC Exceed Credit 301 0.043 0.204 43 0.163 0.374 165 0.03 0.172 179 0.084 0.278 

CC Carry Balance 302 0.421 0.494 43 0.558 0.502 164 0.39 0.489 181 0.481 0.501 

IV Stocks 380 0.313 0.464 57 0.368 0.487 206 0.379 0.486 231 0.268 0.444 

IV IRA 190 0.695 0.462 24 0.833 0.381 122 0.779 0.417 92 0.62 0.488 

IS Health Insurance 432 0.933 0.251 62 0.903 0.298 231 0.922 0.269 263 0.935 0.246 

LN Own Home 434 0.705 0.457 62 0.597 0.495 233 0.712 0.454 263 0.673 0.47 

 

The Kentucky sample is 87.4% white. On average, whites scored 2.91 on the financial 

literacy test, compared to 2.21 for minorities. This racial financial literacy gap is consistent with 

the findings of Al-Bahrani, Weathers, and Patel (2018), Al-Bahrani and Weathers (2018).  

Although there is a gap in actual literacy, the perceived literacy gap between whites and minorities 

is relatively narrower. In fact, there doesn’t seem to be much variation in how individuals rank 

their financial literacy confidence.  Table 3 provides other behavioral differences within Kentucky. 

Almost 40 percent of minorities report that they have not paid their credit card in full compared to 

43 percent of whites. Minorities are more likely to report that they exceeded their credit card 

balance, compared whites. Minorities reported it at 16.3% compared to 4% for whites.  Minorites 

are more likely to invest in an IRA or have a stock account. However, they are less likely to own 

their own home. A limitation here is that when we analyze by race the sample sizes are relatively 

too small for meaningful analysis.  
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When comparing gender, males score much higher than females. This result is consistent 

with other studies (Lusardi and Mitchell 2010). When comparing men to women, it becomes 

apparent that women are more likely to report negative financial behaviors, and less likely to report 

positive financial behaviors.  

 
Figure 3 Financial Literacy and Perceived Literacy for Kentuckians by Education level 

Figure 3 reports the financial literacy and perceived literacy in Kentucky by education 

level. There is a positive relationship between education levels and financial literacy scores. 

Financial literacy scores range from 1.78 for GED holders to 3.68 for post grads. There is little 

variation, but positive relationship with perceived financial literacy. This indicates that 

Kentuckians self-evaluation of their financial literacy is not related to their actual literacy score.  

In table 4, we provide summary statistics by education level. Anywhere between 32% to 

57% report carrying a credit card balance and not paying their credit card in full. The fraction of 

people paying only the minimum payment ranges from 17- 44%. The rate is negatively correlated 
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with education levels. Similarly, lower education levels are more likely to have exceeded their 

credit card limits.  

Investment behaviors vary drastically by education category. Investment in stock accounts, 

outside of employer provided retirement accounts, vary from 14% reported by those with associate 

degrees and 62.5% for those with professional degrees. It is unclear what determines this variation, 

it can be income or lack of financial literacy knowledge. Home ownership rates are positively 

correlated with level of education. Individuals with high school degrees have 62% homeownership 

rate, while those with a post grad degree report a rate of 77%.  
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Table 4: Kentucky Summary Statistics by Education 

  High School GED 
High School 

Regular 
Some College Associate Degree Bachelor’s Degree Post Graduate Degree 

  Obs. Mean SD Obs. Mean SD Obs. Mean SD Obs. Mean SD Obs. 
Mea

n 
SD Obs. Mean SD 

Actual Literacy 36 1.78 1.40 103 2.41 1.47 131 2.86 1.40 54 2.82 1.35 94 3.27 1.41 66 3.68 1.32 

Perceived Literacy 35 5.23 1.26 97 5.08 1.11 131 5.09 1.30 53 5.23 1.10 92 5.47 0.97 66 5.59 0.99 

CC Not Paid in 

Full 
20 0.35 0.49 62 0.52 0.50 86 0.49 0.50 37 0.57 0.50 82 0.33 0.47 58 0.35 0.48 

CC Minimum 

Payment 
18 0.44 0.51 60 0.42 0.50 84 0.29 0.45 36 0.39 0.49 80 0.24 0.43 58 0.17 0.38 

CC Late Fee 18 0.17 0.38 61 0.08 0.28 84 0.04 0.19 36 0.22 0.42 80 0.15 0.36 58 0.07 0.26 

CC Exceed Credit 19 0.16 0.38 60 0.08 0.28 85 0.05 0.21 36 0.00 0.00 80 0.04 0.19 58 0.05 0.22 

CC Carry Balance 19 0.42 0.51 61 0.48 0.50 85 0.47 0.50 36 0.56 0.50 80 0.35 0.48 58 0.38 0.49 

Own Stocks 28 0.21 0.42 82 0.17 0.38 114 0.29 0.46 50 0.14 0.35 89 0.43 0.50 64 0.63 0.49 

Own IRA 11 0.91 0.30 31 0.48 0.51 55 0.56 0.50 23 0.96 0.21 50 0.80 0.40 43 0.79 0.41 

Has Health 

Insurance 
36 0.92 0.28 100 0.86 0.35 131 0.95 0.21 53 0.91 0.30 93 0.94 0.25 66 0.99 0.12 

Owns Home 36 0.69 0.47 101 0.62 0.49 130 0.68 0.47 54 0.70 0.46 93 0.77 0.42 66 0.77 0.42 
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1. Methodology 

Yi =  β0 + β1Xi + d1𝐾𝑖 + d2𝑁𝑖+d3𝐹𝑖 + ε    (1) 

YiK =  β0 + β1Xi + d2𝑁𝑖+d3𝐹𝑖 + ε                                     (2) 

Yio =  β0 + β1Xi+ d2𝑁𝑖+d3𝐹𝑖 + ε    (3) 

  We follow Al-bahrani, Weathers and Patel (2018) and estimate equation 1. Where 𝑌𝑖 is the 

measure of individual i’s financial literacy knowledge as measured by their percentage 

performance on the five financial literacy questions. The vector 𝑋𝑖 includes demographic, income, 

education, marital status, employment status, and family structure variables. The dummy variable 

𝐾𝑖 identifies Kentucky residents and 𝑁𝑖  represents neighboring states.  The variable 𝐹𝑖  indicates 

whether the respondents is from a state the requires financial literacy education. We also estimate 

equations 2 and 3. This method allows us to examine the determinants of financial literacy in 

Kentucky compared to other states.  

 

In the second part of our estimation we replicate Wagner and Walstad 2018 and estimate a 

Probit model for selected financial behaviors. The NFCS collects many financial behaviors, we 

limit our analysis to a few behaviors of interest.   

 

     P (Y = 1) = Φ(𝛽′x)                         (4) 

 

The Y variable is the financial behavior to be studied, Φ is the standard normal distribution, x 

is a vector of explanatory variables, and 𝛽 is vector of coefficients to be estimated.  We include a 

dummy variable to control for respondents from Kentucky, neighboring states, and are compared 

to behaviors from other states.  
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ANALYSIS 

    
 

Table 5: OLS regression estimating financial literacy score. Dependent variable is the number of correct answers 

on the Big Five questions.  

 

All 

(1) 

KY 

(2) 

Other  

(3) 

Statistical difference 

 
 

Kentucky -0.139**   
 

 [0.059]   
 

KY Neighbors -0.041*   
 

 [0.022]   
 

States with Fin lit mandate -0.017   
 

 [0.016]   
 

white 0.364*** 0.715*** 0.361*** *** 

 [0.018] [0.181] [0.018]  

male 0.417*** 0.423*** 0.417***  

 [0.016] [0.127] [0.016]  

single -0.221*** 0.029 -0.224***  

 [0.022] [0.175] [0.022]  

divorced -0.159*** -0.158 -0.159***  

 [0.026] [0.202] [0.026]  

widowed -0.225*** -0.526* -0.216***  

 [0.041] [0.271] [0.042]  

selfemployed 0.053* -0.180 0.057*  

 [0.031] [0.293] [0.031]  

unemployed -0.240*** -0.416 -0.238***  

 [0.036] [0.261] [0.036]  

retired -0.015 0.208 -0.018  

 [0.029] [0.212] [0.029]  

notinlaborforce -0.153*** -0.341** -0.148***  

 [0.023] [0.167] [0.023]  

haschildren -0.121*** -0.175 -0.120***  

 [0.019] [0.149] [0.019]  

age18_24 -0.785*** -0.648** -0.787***  

 [0.041] [0.301] [0.041]  

age25_34 -0.844*** -0.849*** -0.845***  

 [0.036] [0.268] [0.036]  

age35_44 -0.538*** -0.494* -0.538***  

 [0.036] [0.264] [0.036]  

age45_54 -0.281*** -0.359 -0.278***  

 [0.034] [0.243] [0.034]  
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age55_64 -0.143*** -0.280 -0.140***  

 [0.029] [0.217] [0.030]  

y15k_25k -0.245*** -0.330 -0.243***  

 [0.029] [0.205] [0.029]  

y25k_35k -0.219*** -0.396* -0.214***  

 [0.029] [0.209] [0.029]  

y35k_50k -0.020 -0.033 -0.020  

 [0.026] [0.197] [0.026]  

y50k_75k 0.035 0.221 0.032  

 [0.024] [0.191] [0.024]  

y75k_100k 0.109*** 0.359 0.105***  

 [0.027] [0.222] [0.027]  

y150kplus 0.381*** 0.014 0.386***  

 [0.037] [0.325] [0.037]  

Less than high school -1.230*** -1.077*** -1.231***  

 [0.055] [0.361] [0.056]  

High school -0.747*** -0.667*** -0.748***  

 [0.022] [0.166] [0.022]  

Some College -0.288*** -0.200 -0.290***  

 [0.020] [0.160] [0.020]  

Post graduate 0.278*** 0.497** 0.275***  

 [0.025] [0.196] [0.026]  

Constant 3.348*** 2.823*** 3.351***  

 [0.041] [0.331] [0.041]  

Observations 27564 500 27064  

Adjusted R-squared 0.23 0.26 0.23  

    
 

Standard errors in brackets  
 

="* p<0.10  ** p<0.05   *** p<0.01  

 

  

The results of table 5 indicate that KY residents score .14 questions lower than the national 

average, holding all other variables constant. However, neighboring states and states with financial 

literacy education score equal to the national average. White respondents score higher than 

minority respondents by .36 questions. This result supports the findings by Al-Bahrani, Weathers, 

and Patel (2018) and Al-Bahrani and Weathers (2018).  When we separate the sample to compare 

KY (2) to other states (3), we find that the results still hold. The coefficient on the white dummy 

variable is much higher in the KY sample and is statistically different than the U.S sample. Male 
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respondents score higher on the financial literacy test by .41 questions. Single, divorced, and 

widowed score lower than married individuals on the financial literacy test. However, the 

coefficients are statistically equal across the Kentucky and national estimates.  

 

Self-employed individuals score slightly higher than those that are employed, while the 

unemployed and those out of the labor force score lower by as much as .24 questions. There is a 

positive relationship between age and financial literacy score. As individuals age, their score of 

financial literacy test increases. This supports that experience plays a role in understanding of 

financial literacy concepts. Similarly, financial literacy scores increase with income, and they also 

increase with education level. These results hold for the entire sample, they KY sample and the 

other state sample. When testing the coefficients, there is no statistically significant difference 

between the two samples.  

 

Table 6 provides the Probit the marginal effects estimates to predicting the determinants of 

financial behaviors. Most notably, we find that Kentucky residents do not have a higher or lower 

probability of participating in these financial behaviors compared to the national average. The 

exception to this is homeownership. Kentucky residents are 21.8% more likely to own a home. Of 

more importance is the financial literacy score and its precision in estimating financial behaviors. 

We find that answering one additional question correctly is associated with a 2.9% decrease in the 

probability of not paying the full balance of your credit card, a 11.5% decrease in only making the 

minimum payment. Those that perform better on the financial literacy test are 12.5% less likely to 

experience a late fee and a 4.3% lower probability of carrying credit card balance. They are more 

likely to own stocks by 14.2% and 7.7% increase in having health insurance and are 6.6% more 

likely to own a home.  

 

If financial literacy education does impact financial behaviors, then Kentucky passing of 

HB 132 should lead to an increase in positive financial behaviors. Our results, in conjunction with 

Wagner and Walstad (2018), would suggest that we would see changes in Kentucky that impact 

long term behaviors like stock ownership outside of retirement accounts, increased retirement 

financing, better management of health expenses, and finally homeownership. Future research in 

this area should look into other financial behaviors. The research by Stoddard and Urban (2018), 
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suggests that we should see a shift from high cost student loans to lower cost student loans. Harvey 

(2018), finds that financial literacy education will reduce the use of Alternative Financial Services.  
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Table 6: Probit estimation predicting financial behaviors.  

 1 2 3 4 5 6 7 8 9 

 

CC Not Paid 

in Full 

CC Min 

Payment CC late fee 

CC exceed 

Credit 

CC carry 

Balance  IV stocks IV IRA IS Health Own a Home 

Fin lit score -0.029*** -0.115*** -0.122*** -0.205*** -0.043*** 0.142*** -0.013 0.077*** 0.066*** 

 [0.007] [0.008] [0.009] [0.011] [0.007] [0.007] [0.012] [0.009] [0.007] 

White -0.077*** -0.103*** -0.157*** -0.226*** -0.045** 0.063*** -0.075** 0.083*** 0.271*** 

 [0.022] [0.023] [0.027] [0.032] [0.022] [0.022] [0.033] [0.026] [0.020] 

Male -0.173*** -0.082*** -0.090*** 0.149*** -0.123*** 0.122*** 0.065** -0.138*** 0.019 

 [0.019] [0.021] [0.025] [0.031] [0.019] [0.019] [0.028] [0.025] [0.019] 

Single 0.087*** 0.088*** -0.004 -0.017 0.028 -0.090*** -0.140*** -0.234*** -0.573*** 

 [0.027] [0.028] [0.033] [0.041] [0.027] [0.027] [0.041] [0.032] [0.024] 

divorced 0.282*** 0.180*** 0.074* 0.123** 0.265*** -0.322*** -0.245*** -0.236*** -0.738*** 

 [0.032] [0.033] [0.042] [0.053] [0.032] [0.031] [0.047] [0.039] [0.029] 

widowed -0.061 -0.026 -0.070 -0.029 -0.085* -0.057 -0.277*** -0.224*** -0.470*** 

 [0.050] [0.057] [0.075] [0.103] [0.050] [0.048] [0.076] [0.076] [0.047] 

Self employed -0.032 0.070* 0.071 0.082 0.019 0.168*** -0.497*** -0.472*** 0.040 

 [0.037] [0.039] [0.046] [0.057] [0.037] [0.035] [0.049] [0.042] [0.037] 

unemployed -0.008 0.102** 0.150** 0.223*** -0.072 -0.367*** -0.837*** -0.667*** -0.365*** 

 [0.051] [0.052] [0.060] [0.071] [0.051] [0.052] [0.082] [0.042] [0.041] 

retired -0.216*** -0.147*** -0.228*** -0.097 -0.247*** 0.066** -1.203*** 0.207*** 0.012 

 [0.034] [0.038] [0.052] [0.071] [0.033] [0.033] [0.043] [0.056] [0.036] 

Not in labor force 0.047 0.013 -0.087** -0.030 -0.058** -0.282*** -0.444*** -0.084*** -0.241*** 

 [0.029] [0.030] [0.035] [0.043] [0.029] [0.029] [0.047] [0.032] [0.026] 

Children 0.183*** 0.328*** 0.312*** 0.354*** 0.224*** 0.087*** 0.084** 0.024 0.235*** 

 [0.023] [0.024] [0.029] [0.035] [0.023] [0.023] [0.034] [0.029] [0.022] 

age18_24 -0.363*** 0.437*** 0.509*** 0.705*** -0.192*** -0.281*** 0.856*** -0.769*** -1.033*** 

 [0.051] [0.055] [0.068] [0.089] [0.051] [0.050] [0.082] [0.078] [0.049] 

age25_34 0.090** 0.604*** 0.433*** 0.604*** 0.179*** -0.358*** 1.083*** -0.999*** -0.974*** 

 [0.042] [0.047] [0.059] [0.082] [0.042] [0.042] [0.060] [0.074] [0.044] 

age35_44 0.324*** 0.556*** 0.339*** 0.472*** 0.318*** -0.434*** 0.954*** -0.924*** -0.698*** 

 [0.042] [0.047] [0.060] [0.082] [0.042] [0.042] [0.057] [0.074] [0.044] 

age45_54 0.382*** 0.460*** 0.234*** 0.278*** 0.316*** -0.367*** 0.775*** -0.799*** -0.443*** 

 [0.039] [0.044] [0.057] [0.081] [0.039] [0.039] [0.051] [0.071] [0.041] 
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age55_64 0.162*** 0.227*** 0.084 0.157** 0.128*** -0.238*** 0.603*** -0.723*** -0.234*** 

 [0.034] [0.039] [0.053] [0.075] [0.034] [0.033] [0.043] [0.067] [0.037] 

y15k_25k 0.297*** 0.348*** 0.200*** 0.279*** 0.270*** -0.540*** -0.633*** -0.276*** -0.354*** 

 [0.039] [0.041] [0.049] [0.059] [0.039] [0.039] [0.072] [0.039] [0.033] 

y25k_35k 0.328*** 0.303*** 0.165*** 0.230*** 0.289*** -0.439*** -0.530*** -0.110*** -0.174*** 

 [0.036] [0.038] [0.046] [0.055] [0.037] [0.036] [0.059] [0.040] [0.032] 

y35k_50k 0.244*** 0.229*** 0.119*** 0.146*** 0.203*** -0.264*** -0.351*** -0.049 -0.053* 

 [0.032] [0.033] [0.041] [0.051] [0.032] [0.031] [0.048] [0.039] [0.030] 

y50k_75k 0.137*** 0.095*** 0.053 0.048 0.137*** -0.050* -0.254*** 0.150*** 0.207*** 

 [0.028] [0.030] [0.037] [0.047] [0.028] [0.027] [0.040] [0.038] [0.028] 

y75k_100k 0.004 0.011 0.001 0.025 0.056* 0.167*** -0.026 0.339*** 0.441*** 

 [0.031] [0.034] [0.041] [0.052] [0.031] [0.030] [0.043] [0.049] [0.034] 

y150kplus -0.295*** -0.392*** -0.254*** -0.137* -0.295*** 0.611*** 0.376*** 0.404*** 0.643*** 

 [0.042] [0.049] [0.060] [0.078] [0.042] [0.042] [0.056] [0.078] [0.054] 

Less than high 

school 0.244*** 0.432*** 0.215** 0.319*** 0.160* -0.631*** -0.250 -0.439*** -0.353*** 

 [0.083] [0.086] [0.100] [0.111] [0.085] [0.094] [0.177] [0.071] [0.064] 

High school 0.172*** 0.179*** 0.054 0.053 0.126*** -0.308*** -0.025 -0.261*** -0.087*** 

 [0.028] [0.029] [0.036] [0.044] [0.028] [0.028] [0.043] [0.034] [0.027] 

Some college  0.241*** 0.172*** 0.072** 0.060 0.178*** -0.226*** 0.038 -0.175*** -0.143*** 

 [0.024] [0.026] [0.031] [0.039] [0.024] [0.024] [0.035] [0.032] [0.024] 

postgrad -0.170*** -0.080** 0.062* 0.058 -0.117*** 0.137*** -0.065* 0.118** 0.075** 

 [0.028] [0.031] [0.038] [0.048] [0.028] [0.028] [0.038] [0.048] [0.031] 

Kentucky -0.066 -0.018 -0.102 -0.033 -0.087 -0.082 0.124 0.093 0.218*** 

 [0.074] [0.080] [0.101] [0.123] [0.074] [0.072] [0.113] [0.096] [0.070] 

Neighbor 0.010 0.031 0.005 0.004 0.001 -0.016 0.004 -0.040 0.088*** 

 [0.027] [0.028] [0.035] [0.043] [0.027] [0.026] [0.039] [0.034] [0.026] 

Financial Literacy 

State -0.012 0.017 -0.013 0.040 -0.019 -0.054*** 0.004 -0.188*** 0.070*** 

 [0.019] [0.020] [0.024] [0.030] [0.019] [0.019] [0.027] [0.024] [0.019] 

Constant -0.285*** -0.749*** -1.075*** -1.551*** -0.208*** -0.423*** 0.463*** 2.227*** 0.729*** 

 [0.054] [0.059] [0.074] [0.098] [0.054] [0.053] [0.077] [0.086] [0.055] 

Observations 19764 19499 19479 19490 19514 22768 12550 24501 24570 

Standard errors in brackets.  * 0.10 ** 0.05 *** 0.01   
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POLICY RECOMMENDATION AND NOTES 

 In this section we provide research based recommendation as Kentucky moves to 

implementing the new financial literacy mandate proposed by House Bill 132. Our findings in this 

paper provide several recommendations and considerations for policy makers interested in 

evaluating the efficacy of this new law.  

 

1. We propose the use of standard questions to measure financial literacy knowledge. While 

it is important to measure the efficacy of financial literacy education through time, it is also 

important to be able to assess across states. The “Big Five” questions will allow comparison 

to the NFCS data, embedded in the “Big Five” questions are another subset of questions 

called the “Big Three” questions. Those questions were created by Lusardi and Mitchell 

(2006). There are other financial literacy assessment tools that are geared towards high 

school students.  The Test of Financial Knowledge developed by Walstad and Rebeck 

provides a standardized and normed exam that can be serve as a way to compare the 

progress of Kentucky students to national averages. One limitation of the test is that it is 

40 questions long.  We advise against creating new assessment tools that will make it 

difficult to assess the success of Kentucky financial literacy participants against national 

and international results.  

2. Creating standards. Huston (2006) finds that most studies in this area do not define 

financial literacy consistently. As the Kentucky Department of Education takes on the 

responsible for defining the standards, it will be imperative that it establishes standards that 

are consistent. The defined standards are critical for developing the correct set of 

educational tools and resources for educators. Typical financial literacy courses should 
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include earning income, buying goods and services, savings, using credit and debt, 

financial investing, and protecting and insuring, at the minimum. The discussion of income 

should include career guidance and the types of careers available. Buying goods and 

services can include search process and financing options. We advise against curriculum 

that treats debt use as always a negative. In today’s world, understanding how to navigate 

debt market, credit markets, is as important as navigating asset markets.  

3. Measuring changes in financial behaviors. When evaluating the efficacy of this policy, it 

is important to select the correct measures to track and expect to change. Wagner and 

Walstad (2018) suggest that long term behaviors will respond to financial literacy 

education more than short term behavior. A recent paper by Stoddard and Urban (2018)3, 

funded by the National Endowment for Financial Education finds that financial education 

mandates increase financial wellbeing by shifting student away from using high cost 

student loans to lower cost loans. However, little evidence is provided that student loan 

debt decreases.  

4. Lag- Evidence of behavioral changes will be require time as high school students begin to 

implement the financial knowledge acquired through the financial courses.  

 

CONCLUSION 

 This paper provides a frame work to help evaluate the efficacy of HB 132. Researchers 

interested in measuring the impact of the financial literacy high school mandate can use the 

methodology and results from this research as a foundation of Kentucky’s financial literacy and 

Financial behaviors before the proposed changes.  

                                                 
3 https://www.nefe.org/What-We-Provide/Primary-Research/Effects-of-K-12-Financial-Education-Mandates-on-

Student-Postsecondary-Education-Outcomes  

https://www.nefe.org/What-We-Provide/Primary-Research/Effects-of-K-12-Financial-Education-Mandates-on-Student-Postsecondary-Education-Outcomes
https://www.nefe.org/What-We-Provide/Primary-Research/Effects-of-K-12-Financial-Education-Mandates-on-Student-Postsecondary-Education-Outcomes
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 Our results indicate that financial literacy in Kentucky is lower than the national average, 

when controlling for other factors. However, positive and negative financial behaviors occur in 

Kentucky at the national rate. One exception is that homeownership rates in Kentucky are higher 

than the national average. We also find that an increase in financial literacy does increase positive 

financial behaviors. With the passing of the financial literacy mandate, positive financial behaviors 

will increase in Kentucky.  

 Finally, we provide policy makers with a set of tools to implement financial literacy 

standards and ways to assess student learning. The Kentucky Department of Education is tasked 

with setting standards for all Kentucky schools. Careful consideration of topics to be included, and 

the ways to assess it will better inform future policy makers of the impact of House Bill 132 in 

Kentucky.   
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