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) ABSTRACT

Purpose: This article has two main objectives: to measure the level of
financial well-being (FWB) of the beneficiaries of the Minha Casa Minha
Vida program (PMCMYV) and test the hypothesis that financial literacy is
an antecedent of the FWB.

Originality/value: Considering that there is still no universally accepted
definition and measure for the FWB (Briiggen, Hogreve, Holmlund,
Kabadayi, & Lofgren, 2017), this study seeks to apply the methodology
proposed by the Consumer Financial Protection Bureau (CFPB) in Brazil,
since the previous applications attempts of other scales showed great
instability. Also, the hypothesis that the financial literacy is a antecedent
of the FWB is tested.

Design/methodology/approach: To measure the FWB, the scale developed
by the CFPB was used. Financial literacy was built from the three dimen-
sions proposed by the Organisation for Economic Co-operation and
Development (OECD), which are: financial behavior, attitude and finan-
cial knowledge. The instrument was implemented in 561 beneficiaries
of the three funding ranges of the PMCMV. It was used for descriptive
statistical analysis, confirmatory factorial analysis and multiple linear
regression.

Findings: The results indicated that the majority of the beneficiaries of
the program present medium-low and medium-high levels of FWB. The
hypothesis that financial literacy is an antecedent of the FWB was con-
firmed, and all three dimensions had a positive impact. Levels of income
also presented a positive influence, whereas the fact of having dependents
had a negative impact. The BEF measure proposed by the CFPB seems
adequate to the Brazilian context. And advances in the national financial
literacy strategies tend to increase the FWB of the Minha Casa Minha Vida
program.

KEYWORDS

Financial well-being. Minha Casa Minha Vida program. Financial
literacy. Financial protection. Well-being scale.
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) 1. INTRODUCTION

Although financial well-being (FWB) is becoming a topic of interest in
several areas, including economics, financial planning, psychology, and con-
sumer decision-making, there is still no universally-accepted definition or
measure of it in the literature (Briiggen, Hogreve, Holmlund, Kabadayi, &
Lofgren, 2017). Thus, several studies that analyze FWB are not concerned
with presenting a definition (Guo, Arnould, Gruen, & Tang, 2013; O’Neill,
Sorhaindo, Xiao, & Garman, 2005; Prawitz et al., 2006, Shim, Xiao, Barber,
& Lyons, 2009; Guo, Arnould, Gruen, & Tang, 2013). Studies with defini-
tions, however, use different approaches (whether objective or subjective).

In the objective approach, income, financial information, financial
indexes (Joo & Grable, 2004; Kahneman & Deaton, 2010) and liquidity
(Aggarwal, 2014) are used as proxies for FWB. Using the subjective
approach, researchers seek to examine people’s perceptions and reactions to
their financial conditions (Norvilitis, Szablicki, & Wilson, 2003; O’Neill
et al., 2005). Thus, individuals in similar financial situations (in terms of
financial assets or income profile) may perceive their FWB differently,
depending on their preferences. Thus, people in the same financial situation
can assess their well-being differently (Garman, Sorhaindo, Bailey, Kim, &
Xiao, 2004).

In these studies, personal characteristics (Joo & Grable, 2004) and
behavioral factors (Shim et al., 2009) that affect the subjective evaluation of
FWB become relevant. In this context, different perceptions can also arise as
a function, for example, of the stage of life (Malone, Stewart, Wilson, &
Korsching, 2010) or of the attitude towards risk, the perceived capacity to
satisfy expenses, satisfaction with savings and investment, and the tendency
to worry about debt (Kim, Garman, & Sorhaindo, 2003).

There are also studies that use both approaches, that is, FWB is treated
as a concept composed of objective and subjective dimensions (Vosloo, Fouche,
& Barnard, 2014; Mende & Van Doorn, 2015). In these cases, the literature
uses different indicators for each of the dimensions, including the level of
indebtedness and/or the level of income as a measure of objective well-
being and satisfaction with their financial status or with their standard of
living as a subjective measure.

Some empirical evidence already point to the difficulty of direct applica-
tion to developing countries of the scales proposed internationally. Briiggen
et al. (2017) highlights that, although FWB definitions and measures are
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not exclusively applicable to industrialized countries, the meaning of the
expression is quite different for developing countries, where a large part of
the population struggles to survive. Especially in the Brazilian case, three
independent studies (Kunkel, Vieira, & Potrich 2015; Campara, Vieira, &
Potrich, 2017, Santos, Mendes-Da-Silva, Flores, & Norvilitis, 2016), with
different samples, but using the scale proposed by Norvilitis et al. (2003),
maintained in their analysis only three of the eight questions that consti-
tuted the original scale.

Despite the different conceptualizations and forms of measurement,
several studies present evidence that FWB is associated with demographic
and socioeconomic variables, as well as other behavioral factors. Gender,
ethnicity, age, income, education and marital status (Hira & Mugenda, 1999;
Chan, Omar, & Yong, 2018) are examples of some of these variables of
interest, along with financial literacy as a major behavioral factor (Joo &
Grable, 2004; Shim et al., 2009; Huston, 2010; Adam, Frimpong, & Boadu,
2017, among others).

The importance of financial literacy for FWB is already recognized by
international organizations. Both the Organisation for Economic Co-opera-
tion and Development (OECD) and the Consumer Financial Protection
Bureau (CFPB) claim that the measure of success for financial literacy efforts
must be FWB. In this context, financial literacy is a combination of aware-
ness, knowledge, skill, attitude and behavior necessary to make sound finan-
cial decisions, and thus make it possible to achieve individual FWB (OECD,
2013a; CFPB, 2015a).

Brazil, in line with these international organizations, has sought to
establish strategies to improve financial education. In 2010, the country
instituted the National Strategy for Financial Education (Estratégia Nacional
de Educagdo Financeira — ENEF), which aims to “promote financial and social
security education and contribute to the strengthening of citizenship, the
efficiency and soundness of the national financial system and conscious
decision making on the part of consumers” (translated to English from
Brasil, 2010). In addition, financial education was included among the sug-
gested themes to compose the National Common Curricular Base (BNCC),
a document that defines the set of essential skills that all students should
develop throughout the stages and modalities of the country’s basic educa-
tion (Brasil, 2018).

However, in the latest survey of Programme for International Student
Assessment (Pisa), Brazil presented the worst performance in financial literacy
among all OECD countries participating in the assessment. Specifically, only
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3% of students age 15 in Brazil registered proficiency at the maximum level,
compared with 12%, on average of students worldwide (OECD, 2018).

In this context, this article has two main purposes: 1. to measure the
level of FWB of the beneficiaries of the Minha Casa Minha Vida Program
(PMCMV), and 2. to test the hypothesis that Financial Literacy is an ante-
cedent of FWB. The choice of this target audience is justified by the fact that
those low-income families eligible to apply for a loan in the program assume
a long-term debt that represents a significant proportion in relation to their
income. Given the rules of participation, the program allows families whose
benefits can compromise up to 20% of the family income for a period that
can last up to ten years.

The hypothesis that financial literacy is an antecedent of FWB finds sup-
port in the argument that the measure of success for financial literacy efforts
must be financial well-being (OECD, 2013a; CFPB, 2015a). It is also sup-
ported by evidence suggesting that financial behavior (Delafrooz & Paim,
2011; Mokhtar & Husniyah, 2017) and financial attitudes (Joo, 2008) are
positively related to FWB. For financial knowledge, there is also ample evi-
dence of a positive and significant effect (Joo & Grable, 2004; Delafrooz &
Paim, 2011; Robb & Woodyard, 2011; Falahati, Sabri, & Paim, 2012; Banco
Central do Brasil [BCB], 2017).

It is understood that, in the case of public policies — especially those
involving transfers of resources and/or financial subsidies, as is the case
with the PMCMV - the FWB must be among the objectives of the policy
and, therefore, must be included in the dimensions of evaluation of the pro-
gram. In addition, as Brazil evolves in the adoption of national financial
literacy strategies, such as Enef and, considering that the ultimate goal of
financial literacy should be financial well-being, a measure of the individuals’
FWB level becomes relevant. In addition, an FWB indicator can assist in the
analysis of the evolution of the level of well-being and, consequently, assist
in the definition of priority areas of action for inclusion and financial educa-
tion programs in different population profiles.

In addition to this introduction, the article is structured as follows.
In section 2, the theoretical foundations of FWB and financial literacy are
presented. Then, section 3 highlights the sample, the instrument, and the
analysis techniques. Section 4 describes the profile of respondents, descrip-
tive statistics, the process of measuring the level of FWB and the analysis
of the influence of financial literacy on FWB. Section 5 presents the main
conclusions and implications for the formulation of public financial educa-
tion policies.
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) 2. THEORETICAL BACKGROUND
2.1 Financial well-being

Among the definitions of FWB, one of the most used is the one of the
CFPB (2015a) in which the FWB can be defined as a state in which the indi-
vidual is able to meet his current and ongoing financial obligations, feeling
secure about his financial future and is able to make choices that allow him
to enjoy life. In this sense, Plagnol (2011) states that the ability to effec-
tively manage monetary resources, in favor of a financial balance capable of
providing economic stability is an important factor for all individuals and
when this stability is achieved, FWB is attained. A similar definition is pro-
posed by Arber, Fenn, and Meadows (2014), in which the FWB is the classifi-
cation obtained by the individual in relation to the perception of satisfaction
regarding the adequacy of their income in relation to their personal needs.
Briiggen et al. (2017) add to the concept the idea of financial freedom, that
is, the ability of individuals to make decisions about their lives without wor-
rying about their financial restrictions, leading then to FWB. Joo (2008)
shows that FWB is an anxiety-free, healthy and happy financial perception.
And yet, in a more synthetic way, Shim et al. (2009) define FWB simply as
the positive feeling regarding the individual’s financial situation.

In an attempt to better specify the concept, the CFPB (2015a) defined as
resources inherent to an individual’s FWB: 1. having control over their
finances, being able to meet expenses on time; 2. having a financial reserve
in case of unexpected expenses and emergencies, in addition to having
health insurance, good credit condition, and being able to count on friends
and family if you need any extra financial assistance; 3. having goals, such as
saving a monthly amount of resources for retirement and being on track to
achieve your goals; 4. being able to make choices that allow you to enjoy life,
such as taking a vacation, enjoying leisure time, returning to a school to
pursue a more advanced degree of study or working less to spend more time
with your family.

Chan, Chan, and Chau (2012) and Malone et al. (2010) also argue that,
in order to understand FWB, it is necessary to take into consideration indi-
viduals’ understanding and temporal concern about the past, present, and
future, that is, aspects related to past financial experiences, current expe-
riences and future expectations. In this perspective, Delafrooz and Paim
(2011) complement this argument, stating that the FWB must contemplate
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financial satisfaction, the perception of financial resources, financial stability,
and the objective value of assets.

Thus, in order to identify people’s financial satisfaction, it is necessary
to analyze the context of life in which they live and, consequently, the family’s
disposable income. Thus, the greater the debt in relation to income, the
lower the financial satisfaction tends to be. Therefore, an increase in income
will not always translate into an increase in financial satisfaction, since the
level of debt may be high and, consequently, it will affect FWB (Vlaev &
Elliott, 2014). However, other factors such as personality, attitude, decision-
making context, opportunities, knowledge, skills, and behavior can also
affect the perception of the financial situation (CFPB, 2015a).

Regarding ways of assessing the level of FWB, during the 1990s more
objective aspects were taken into account, related to: family income, budget
items (expenses with food, clothing, housing, and transportation), financial
resources available to handle emergencies, net worth (difference between
assets and all debts), the amount of household debt, the level of savings, and
money for future needs (Samarian, 1990; Lown & Ju, 1992). Over the years,
this objective perspective on FWB has given rise to subjective aspects. The
discussion about FWB, then, incorporates aspects related to the personal
characteristics of each individual. Some of these are their values, experiences,
expectations and disposition, which reflect significantly in the global sense
or perception of FWB.

In this approach, the international FWB scales developed by Norvilitis
et al. (2003), the proposal by Prawitz et al. (2006), called Personal Financial
Wellness Scale™ (PFW Scale™) and, more recently, the instrument released
by CFPB (2015a) are the most cited proposals in the literature.

The FWB scale by Norvilitis et al. (2003) consists of eight items designed
to measure feelings of confidence and financial security, scored on a 5-point
scale ranging from 1 (strongly agree) to 5 (strongly disagree). The scale
comprises two main factors: current financial concerns and expectations for the
future. The PFW Scale is composed of eight questions, which measure how
people declare themselves about financial reactions and situations, using a
10-point likert-type scale, ranging from negative feelings to positive feelings
(Prawitz et al., 2006).

The scale, developed by the CFPB (2015a), is based on the insights of
consumers and experts and was developed using techniques such as inter-
views and psychometric tests, to ensure an accurate understanding of the
questions. The scale has 10 items that incorporate the four elements of
the FWB, as summarized in Figure 2.1.1.
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CFigure 2.1.1)
MAIN ELEMENTS OF FWB IN THE PRESENT AND THE FUTURE
Components Present Future
Security Control over day-to-day finances. Abllity to deal with a financial

setback.

To be on track to achieve your

Freedom of choice  Freedom in financial choices to enjoy life. ‘ .
financial goals.

Source: Adapted from CFPB (2015a).

There are still few studies that tried to apply FWB scales in Brazil; the
three studies that used the Norvilitis et al. (2003) scale ended up excluding
most questions from the analysis. Kunkel et al. (2015), Santos et al. (2016),
and Campara et al. (2017), based on confirmatory factor analysis, main-
tained in their studies only three questions from the eight proposals. The
other questions were excluded from the models due to a lack of significance
or very low coefficients.

Regarding the differences in FWB, the literature brings changes for
several socioeconomic and demographic variables. Figure 2.1.2 provides a
description of those used.

CFigure 2.1.2)

SUMMARY OF THE RELATIONSHIPS BETWEEN SOCIOECONOMIC AND
DEMOGRAPHIC VARIABLES AND FWB

Variable Expected relationship Authors

Men have higher levels of financial well- Shim et al. (2003), Gutter and Copur

Gender bein (2011), and Leach, Hayhoe, and Turner
& (1999)

Dependents at home negatively
Dependents nfluence FWB. Penn (2007) and Kunkel (2014)

Older individuals have greater financial sumarwan (1390), Xiao, >orhaindo, and
Age well-being compared to younger ones Garman (2006), Plagnol (2011) and

g comp young " Kunkel (2014)

Married individuals have a higher FWB. Sumlarvvan (1930) and Diniz, Vieira,

Marital status Potrich, and Campara (2014, 2015)

Single individuals have higher FWB. Gutter and Copur (2011)

(continue)
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CFigure 2.1.2 (conclusion))

SUMMARY OF THE RELATIONSHIPS BETWEEN SOCIOECONOMIC AND
DEMOGRAPHIC VARIABLES AND FWB

Variable Expected relationship Authors

Individuals with a higher educational Lown and Ju (1992), Diniz et al. (2014,

level tend to have a higher FWB. 2015), and Penn (2007)
Education
Individuals with a lower educational
level tend to have a higher FWB. Plagnol (¢O11)
Sumarwan (1990), Delafrooz and Paim
Income Individuals with higher income levels (2011), Gutter and Copur (2011), Penn

have higher FWB. (2007), Kunkel (2014), Diniz et al.
(2014), and Vlaev and Elliott (2014)

Source: Elaborated by the authors.

Figure 2.1.2 shows the variables marital status and education, for which
there is no consensus in the literature regarding the relationship with FWB.
With regard to marital status, Sumarwan (1990) and Diniz, Vieira, Potrich,
and Campara (2014) concluded that married individuals are more likely to be
satisfied with the resources and assets they have in relation to single, divorced,
or widowed individuals. On the other hand, Gutter and Copur (2011)
affirmed in their work on FWB with university students that singles have
significantly greater FWB in relation to married, divorced or widowed people.

As for education, Lown and Ju (1992) and Diniz et al. (2014) demon-
strated that there are significant differences regarding level of education and
its influence on FWB, with groups with a higher educational level tending to
be more satisfied. Corroborating the idea that educational level positively
influences the perception of FWB, Penn (2007) demonstrated that individuals
with formal education (in this case, university degrees) had a better percep-
tion of FWB in relation to individuals without a university degree. On the
other hand, Plagnol (2011) reports that individuals with a higher level of
education have higher aspirations and, therefore, are less satisfied with their
financial situation.

2.2 Financial literacy as an antecedent of financial well-being

Although there are several definitions for financial literacy, the repre-
sentativeness of the three dimensions developed by the OECD (2015) stands
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out: 1. the knowledge and understanding of financial concepts and risks;
2. skills, motivation, and confidence to apply this knowledge; and 3. under-
standing, in order to make effective decisions in a variety of contexts so that
the FWB of individuals and society is maximized (OECD, 2015).

The dimension of financial knowledge or financial education can be
defined as a particular type of human capital, acquired throughout life and
related to the ability to effectively manage income, expenses, and savings
(Delavande, Rohwedder, & Willis, 2008). In other words, financial knowl-
edge can be understood as the ability of an individual to understand financial
information linked to operational credit, savings, investment and consump-
tion transactions, compatible with his/her financial reality (Huston, 2010).

Financial behavior is the last dimension of financial literacy, mentioned
by the OECD (2013a). It is considered an essential element among the three,
as it materializes financial balance or imbalance. Adequate financial behavior
has, at least, five requirements: honoring monthly expenses, keeping finances
under control, planning for the future, making assertive choices regarding
financial products, and keeping abreast of financial issues (Mundy, 2011).

) 3. RESEARCH METHOD
3.1 Participants

The target population of the study consists of people who received
loans by the PMCMYV, belonging to various financing ranges. In range 1,
families are selected by the municipality or state government. They cannot
own property and have not previously received housing benefits from the
federal government. The debt amortization period is fixed at 120 months,
in which the gross amount of the installment corresponds to that of the
financing divided by 120. The net amount of installments to be paid by
the beneficiary corresponds to 5% of the gross monthly family income or
R$ 25.00, whichever is greater; the remaining amount is subsidized by the
program (Caixa Econémica Federal [CEF], 2015a). Families with incomes
between R$ 1,600.01 and R$ 3,275.00 per month belong to the PMCMV’s
range 2 (which offers subsidies and reduced interest). Families with income
between R$ 3,275.01 and R$ 5,000.00 belong to range 3 and have only
reduced interest rates when compared to the other groups.

In ranges 2 and 3, the amount financed is defined according to an analysis
of the beneficiary’s payment capacity. This follows a risk assessment con-
ducted by the Caixa Econdmica Federal (Brazil’s public bank dedicated to
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mortgages and real estate financing), respecting the limits of gross family
income and investment value, applicable individually, to the units that are
part of the project, also observing the percentage of the borrower’s mini-
mum participation in the investment, the amortization system / term and
the interest rate (CEE 2015a).

Subsidies may be for the purpose of covering the remuneration of the
financial agent, with a reduction in the value of the installments or for
the purpose of paying part of the acquisition or construction of the property.
A discount on the monthly interest rate of beneficiary financing is granted
within the established income limits, calculated based on the theoretical
flow of financing over the term of the operation, varying between 5% and
7.16% per year (CEF, 2015b).

As opposed to range 1, the beneficiaries of ranges 2 and 3 cannot have
any registration limitation, and must be approved in the credit risk analysis.
In addition, recipients cannot hold active financing in the Brazilian Housing
Financial System or be the owner, assignee, or promising buyer (or even the
holder of the right to acquire another urban residential property located in
the current place of residence or where he/she intends to fix it).

The study sample comprised 561 beneficiaries from the three financing
ranges, residing in three different cities in the state of Rio Grande do Sul.
The respondents were interviewed at their homes, upon agreeing to partici-
pate in the research. Of the 561 respondents, 170 (30.3%) obtained financing
in range 1 (income up to R$ 1,600.00), 368 (65.6%) in range 2 (income up
to R$ 3,275.00) and 23 (4.15% ) in range 3 (income up to R $ 5,000.00).
Figure 3.1.1 presents the profile of the respondents.

CFigure 3.1.1)

PROFILE OF RESPONDENTS ACCORDING TO THE VARIABLES: AGE,
GENDER, MARITAL STATUS, DEPENDENTS, EDUCATION, WHO WORKS
IN THE FAMILY, WHO CONTRIBUTES TO HOUSEHOLD EXPENSES,
OCCUPATION, AND INCOME

Variables Alternatives Frequency Percentage
Up to 29 years 147 6.2
From 30 to 36 years 144 257
Age
From 37 10 48 years 142 253
Above 48 years 128 228
(continue)
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CFigure 3.1.1 (continuation))

PROFILE OF RESPONDENTS ACCORDING TO THE VARIABLES: AGE,
GENDER, MARITAL STATUS, DEPENDENTS, EDUCATION, WHO WORKS
IN THE FAMILY, WHO CONTRIBUTES TO HOUSEHOLD EXPENSES,

OCCUPATION, AND INCOME
Variables Alternatives Frequency Percentage
Male 184 328
Gender
Female 377 67.2
Married 349 62.3
Single 138 24.6
Marital status
Widowed 24 43
Separated 49 8.8
No 263 476
Has dependents
Yes 290 524
I never studied. 7 13
Elementary school from 1st to 4th grade 69 124
Elementary school from 5th to 9th grade 74 133
High school 218 391
Education level
Technical course 38 6.8
Faculty (higher education) 114 205
Specialization or MBA 23 41
Masters/doctorate/postdoctorate 14 25
You 129 24
Your partner 61 113
You and your partner 258 48
\/\/hg works in your Your children/grandchildren 18 3.3
family?
You, your partner, and your children/grandchildren 18 33
Other people 44 8.2
Nobody 10 19

(continue)
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CFigure 3.1.1 (conclusion))

PROFILE OF RESPONDENTS ACCORDING TO THE VARIABLES: AGE,
GENDER, MARITAL STATUS, DEPENDENTS, EDUCATION, WHO WORKS
IN THE FAMILY, WHO CONTRIBUTES TO HOUSEHOLD EXPENSES,

OCCUPATION, AND INCOME
Variables Alternatives Frequency Percentage
You 144 259
Your partner 57 103
Who contributes You and your partner 272 489
to the household  Your children/grandchildren 13 2.3
expenses? You, your partner, and your children/grandchildren 16 29
Other people 51 9.2
Nobody 3 05
Wage earner with a formal contract 256 457
Wage earner without a formal contract 7 13
Public agente 55 938
Regular freelance 61 109
Businessman 15 27
Free-lance 20 36
Occupation
Housewife 35 6.3
Just retired 44 79
Only student 6 11
Unemployed (looking for a job) 23 41
Unemployed (not looking for a job) 12 21
Another 25 45
Up to RS 1,600.00 123 22
Monthly family From RS 1,600.01 to RS 3,275.00 233 417
income From RS 3,275.01 to RS 5,000.00 147 263
Above RS 5,000.00 56 100

Source: Elaborated by the authors.
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More than half the respondents were up to 36 years old; less than a
quarter were older than 48 years old. These data show that most beneficiaries
are younger and, with the PMCMYV, were able to acquire their first property.
Most respondents were female (67.2%), married (62.3%), and with high
school (39.1%) or higher education (20.5%).

When asked about who works in the family, the highest percentages were
in the alternatives “You and your partner” and “You”. This was also found
when respondents were asked about who contributes to household expenses.
Here, 48.9% replied “You and your partner” and 25.9% endorsed “You”. As
for occupation, a large part of the sample was comprised of employees with a
formal contract, regular self-employed persons, civil servants, or only retired.
Regarding monthly family income, most had a monthly family income of up
to R$ 3,275.00.

3.2 Instrument

The questionnaire was composed of three blocks. The first, aimed at
identifying the participants’ profiles, had nine questions. The second block
presents the FWB scale, whose questions were translated from the scale
proposed by the CFPB (2015b). The scale consists of ten questions, divided
into two parts. The first part is comprised of questions assessing whether
the individual can handle unexpected expenses; guarantee his/her financial
future; feeling that he/she will be able to acquire desired things; and enjoy
life due to the way he/she manages personal finances. The variables in the
second part asks whether the participant can save money, if there is a finan-
cial difficulty in the month when there is an unexpected event, if he is up to
date with his finances and if finances control his life.

On the third block, there are the three dimensions of financial literacy.
The financial behavior maintained by the respondents is assessed by adapting
the scales proposed by Shockey (2002), O’Neill and Xiao (2012) and by the
OECD (2013b). The purpose is to identify the level of financial behavior of
individuals, whether they act in order to protect or risk their monetary
resources, with variables related to the control of expenses, price comparison
and savings. To measure financial attitude, a construct, whose design was
based on the scales of Shockey (2002) and OECD (2013b) was used to iden-
tify how the individual evaluates his/her financial management. The more
the respondent agrees with the statements made, the more positive their
financial attitude. For financial knowledge, respondents are invited to think
about financial issues and mark the alternative they consider correct; for
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each question, there is only one true alternative. Thus, an index will be built
based on multiple choice questions adapted from Alessie, Van Rooij, and
Lusardi (2011), Klapper, Lusardi, and Panos (2013), OECD (2013b), and the
National Financial Capability Study - NFCS (2013).

The research instrument went through three stages before its applica-
tion, namely: reverse translation, expert evaluation and pre-testing. This
process was carried out in order to verify whether the semantics and ques-
tioning were consistent with the social context of these people, as well as
whether the questions were really questioning what was intended to be
investigated. The translation process was carried out by two people in three
stages, the questions were translated from English to Portuguese, from Por-
tuguese to English and finally into Portuguese again. The evaluation by
specialists was carried out by three professionals with knowledge of the
research area. The pre-test involved the application of the instrument to 20
beneficiaries.

The profile questions of the first block of the instrument can be identi-
fied in Figure 3.1.1; the other questions of the instrument are listed in
Appendix.

3.3 Analysis techniques

As analysis techniques, we used descriptive statistical measures, con-
firmatory factor analysis and multiple regression analysis. However, before
using statistical techniques, it was necessary to apply the methodology
proposed by the CFPB (2015b) to calculate the FWB level of each par-
ticipant. Thus, for each alternative answer, a score was assigned, and in the
first part, in questions 22, 23, 25, the answer alternatives are equivalent to:
completely = 4, very well = 3, alittle = 2, very little = 1 and not at all = 0.
In questions 24, 26 and 27, the answer alternatives are equivalent to the
following score: completely = 0O, very well = 1, a little = 2, very little = 3
and not at all = 4. In the second part, in questions 28, 30 and 31, the alter-
natives are equivalent to: always = 0, often = 1, sometimes = 2, rarely = 3
and never = 4. In question 29, the score is given as follows: always = 4,
often = 3, sometimes = 2, rarely = 1 and never = 0. From the sum of the
scores of all of the variables, we obtain the total score, which ranges from 0
to 40, and the higher the score, the higher the FWB.

In addition to descriptive statistics, Confirmatory Factor Analysis is
used to validate the constructs “financial attitude” and “financial behavior.”
To do so, it begins with a variance-covariance matrix and opts for the esti-
mation of maximum likelihood via a direct procedure.
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The identification of construct validity and reliability are verified fol-
lowing the recommendation of Hair, Black, and Babin (2010). Thus, in
addition to the magnitude and statistical significance of the standardized
coefficients, the indicators in Figure 3.3.1 are used.

(Figure 3.3.1)

DESCRIPTION OF THE ADJUSTMENT AND RELIABILITY INDICES
FOLLOWED BY THEIR PURPOSES AND LIMITS

Adjustment indices Purpose Limits
Chi-square (value) - Significance of the differences between the observed ,
: : : Chi-square/
matrix (X) and the estimated matrix (£0). When the dearees of
Chi-square (probability) sample is large, it tends to be significant, thus testing freegdom <3
Chi-square/degrees of freedom.
, -R | f adj ’
Goodness of fit (GF) evpresen‘ts the genera degree of adjustment, not 5095
being weighted in terms of degrees of freedom.
Comparative fit index (CF) - Global comparative measure between the estimated 5095

and null models.

- Indicates the proportion in which the adjustment of
Normed fit index (NFI) the proposed model is better than the adjustment > 095
of the null model.

- It presents an interpretation similar to the NFl including

_Lewis | >
Tucker-Lewis index (TL) an adjustment measure for the complexity of the model. 095
Root mean square residual - Compares the fit of two different models made from <005
(RMSR) the same database. '
R -R ' ‘

RMS error of approximation eprgsents the d|screpapcy between the covariance

matrix observed and estimated by the degree of <008
(RMSEA)

freedom.

Reliability Purpose Limits

Reliability index - Check the internal consistency of an aggregate scale

based on the average correlation between the pairs of >06
Cronbach’s alpha indicators.

Source: Elaborated by the authors based on Byrne (2010), Hair et al. (2010), Hooper, Coughlan,
and Mullen (2008), and Kline (2011).

Unidimensionality is assessed based on the standardization of residuals
related to the indicators of each latent variable. Constructs that have, for a
5% significance level, standardized residues below 2.58 are considered one-

. dimensional (Hair et al., 2010).
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Finally, a multiple linear regression model is used to analyze the influence
of financial literacy on FWB. The FWB score is computed according to the
methodology proposed by the CFPB (2015b), as previously described.
Financial behavior is the sum of the correct answers to the questions that
make up the construct. The financial attitude and behavior are computed by
the weighted average of the answers to the questions. The standardized fac-
torial loads obtained in the validation of the constructs are used as weights.
Figure 3.3.2 presents the description of the independent variables:

CFigure 3.3.2)

DESCRIPTION OF THE INDEPENDENT VARIABLES OF
THE REGRESSION MODEL

Variables Description
Financial behavior 014%0,120+Q16*0121+Q17%0,252+Q18*0,267+Q19*0,240
Financial attitude Q23i*0,266+Q24i*0,231+0251*0,503
Financial knowledge 028+029+Q30+Q31+032+Q33+034+035
Age Age in years
Income Total monthly family income in reais
Gender dummy 0 = female; 1 = male
Marital status dummy 0 = single, widowed, separated; 1 = married

0 = did not study, elementary school, high school; 1 = higher

Schooling dummy education or postgraduate

Dependent dummy 0 = has no dependents; 1 = has dependents

Source: Elaborated by the authors.

) 4. ANALYSIS OF RESULTS

Initially, we sought to analyze the participants’ perception of FWB. This
analysis involved two steps. First, the descriptive statistics of the two blocks
of questions that make up the FWB measure are presented. Subsequently,
the FWB level of the interviewees is calculated and presented using the
methodology proposed by the CFPB (2015b). Figures 4.1 and 4.2 show
the descriptive statistics of the questions on the FWB scale.
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CFigure 4.1)

DESCRIPTIVE STATISTICS OF THE FWB CONSTRUCT (PART 1), AVERAGES,
CONFIDENCE INTERVAL, STANDARD DEVIATION AND PERCENTAGES

Percentages
Average
Variables (95% conf. Stapdgrd Completely AL Somewhat Yery e
. deviation well little  atall
interval)
1) (2) ®3) 4 )

22. You could handle a large 337
unexpected expense.** (3.26-3.48) 135 16 153 b4 176 291
23. You are securing your 3.33
financial future ** (3.23-3.44) 126 93 148 339 17 248
24, Because of your
financial situation, you feel 391 137 91 45 >34 155 508

that you will never have the  (3.80-4.02)
things you want in life.

25.You can enjoy life 538

because of the way you are ‘ 1.08 22.2 36.9 274 81 55
: . (2.29-247)

managing your money.

26. You are just surviving 315

financially (302-329) 158 24.1 124 209 9.7 329
27.You are concerned that

the money you have or will 271

have saved may not be (2.59-2.84) = 323 152 235 82 209
enough.

**Inverted scales.

Source: Elaborated by the authors.

Most averages were around 3.0, revealing that respondents feel an inter-
mediate level of FWB. The variable that indicates the greatest feeling of
financial satisfaction was: “Because of your financial situation, you feel that
you will never have the things you want in life,” where 63% of respondents
stated that “not at all” or “very little” of them feel that they will never have
the things they want in life. The second variable that indicates a good level
of FWB was: “You can enjoy life due to the way you are managing your
money,” in which the majority (59.10%) stated that they enjoy it complete-
ly or very well. These variables are in line with what was highlighted by the
CFPB (2015a) as elements inherent to the FWB, such as “being on the path
to achieve imposed goals” and being “able to make choices that allow them
to enjoy life.”
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Intermediate perceptions were found in the variables “You could handle
a large unexpected expense” and “You are guaranteeing your financial
future””; the two variables being inverted. It was noticed that a large part of
the individuals responded “not at all” or “a little,” indicating that the indi-
viduals do not reach a higher FWB due to the difficulty in accumulating
resources throughout their lives to prevent unexpected expenses and guaran-
tee the future, leading them to worries and feelings of insecurity about
unforeseen events. Thus, individuals lack goals, such as saving a monthly
amount of resources. It is understood that this is not an easy task, espe-
cially for families with lower income levels. However, saving as little as pos-
sible tends to have a positive impact on the FWB.

The variable “You are just surviving financially” also had an intermediate
average. On this variable, we revisited the aspect mentioned by authors such
as Chan et al. (2012), Malone et al. (2010) and Norvilitis et al. (2003): the
notion of FWB addresses concerns about the present and the meeting of
the momentary needs, as well as one’s future financial situation.

The most unfavorable perception of FWB was demonstrated in the
variable “Are you concerned that the money you have or will have saved may
not be enough?”, in which 32.30% reported being completely concerned,
15.20% very worried and 23.50% a little worried. This result reveals that
PMCMYV beneficiaries believe they would need to save more in order to have
full financial security in the future. According to the CFPB (2015a), saving
resources monthly for retirement is an inherent element of well-being but
one not observed in the respondents.

Continuing the analysis of FWB, Figure 4.2 presents the descriptive sta-
tistics of the second part of the construct.

(Figure 4.2)

DESCRIPTIVE STATISTICS OF THE FWB CONSTRUCT (PART 2), AVERAGES,
CONFIDENCE INTERVALS, STANDARD DEVIATION AND PERCENTAGES

Percentages
Average Standard
Variables (95% conf. .. Always Often Sometimes Rarely Never
interval) deviation

1) (@) B3) (4) ®)

28. Giving a wedding,

birthday or other gift 3.20
would put your month's (3.07-331)
finances in trouble.

147 2160 8.00 26.40 1700 2700

(continue)
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CFigure 4.2 (conclusion))

DESCRIPTIVE STATISTICS OF THE FWB CONSTRUCT (PART 2), AVERAGES,
CONFIDENCE INTERVALS, STANDARD DEVIATION AND PERCENTAGES

Percentages
Average
. Standard .
Variables (95% conf. .. Always Often Sometimes Rarely Never
. deviation
interval)
) (2) (3) (4) (5)
29.You have money left 303
over at the end of the X 1.29 1680  14.00 3540 1660 17.20
o (2.93-314)
month.
30. You are not up to 3.99
date with your finances.  (3.88-4.09) Le7 680 8.20 1590 1770 °1.30
31. Your finances control 293
your life. (281-306) 148 2400 1570 2810 750 2470

** |Inverted scales.

Source: Elaborated by the authors.

It is noticed that the variable with the highest average is the one that
indicates that individuals are up to date with their finances. This result is
very positive, as having control over finances and being able to pay bills on
time brings financial security and significantly increases the personal FWB
(CFPB, 2015a).

It is observed that the other variables showed an intermediate level of
FWB, with the average around three. As for the variable referring to having
money left over at the end of the month, attention is paid to the highest
percentage in the “sometimes” alternative (35.40%), and only 16.80%
always has money left over at the end of the month. This finding is worrying,
in the sense that if unexpected expenses and emergencies occur, the finan-
cial situation of these families can suffer damage, negatively impacting the
FWB. However, in order to make it possible to have money left over at the end
of the month, for both low-income and high-income individuals, effective
financial planning and money control are necessary, as the lack of financial
management can lead to financial dissatisfaction (Kim et al., 2003).

The variable “Your finances control your life” presented the worst rating
on the FWB scale in this block, which refers to the situation that money and
the constant commitment to the bills end up controlling people’s lives,
which becomes a worrying factor given that finances and their proper use
are important aspects for individuals. According to the CFPB (2015a), to
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achieve the FWB, the individual needs to have control over finances, financial
reserve and also enjoy life, that is, if he plans financially, so that it is possible
to take a vacation, enjoy a meal outside home and, in some moments, work
less and spend more time with the family.

In the next stage, based on the procedure proposed by the CFPB (2015b),
the level of FWB of individuals was computed. The histogram (Figure 4.3)
shows the distribution on the scale.

CFigure 4.3)
HISTOGRAM OF FWB
30 1 mo-
N /:‘\* -
> 201 I -
11 .
" 10- i 1IN

%ﬂ% N
O T T T T T 1
0,00 10,00 20,00 30,00 40,00 50,00

Financial well-being

Source: Elaborated by the authors.

The average level of FWB, on a scale ranging from 0 to 40, was 22 points,
with a standard deviation of 8.72. It is observed that the distribution is
slightly asymmetric, with more beneficiaries at very low levels than at high
levels. The Kolmogorov-Smirnov normality test accepted the null hypothe-
sis (value 1.064; sig 0.207), indicating that the FWB scale has a normal
distribution.

In order to verify if there are differences in the means of the level of
FWB when considering the PMCMYV financing ranges and six socioeconomic
and demographic variables (gender, marital status, dependents, education,
occupation and monthly family income), we conducted t and ANOVA tests.
The presentation of the significance of the tests is shown in Figure 4.4. In
Figure 4.5, we present the results of the post hoc tests.
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CFigure 4.4)

TESTS OF DIFFERENCE OF MEAN OF FWB CONSIDERING THE FINANCING
RANGE AND SOCIOECONOMIC AND DEMOGRAPHIC VARIABLES
(P-VALUES IN PARENTHESES)

Financial wellbeing Financial wellbeing
Variables Variables
Value (significance) Value (significance)
Financing range’ -9.279 (0.000) Marital status 2.977(0031)
Gender' 5.007 (0.000) Education’ 10,513 (0.000)
Has dependents” 5.950 (0.000) Occupation® 5.386 (0.000)
Family income* 47351 (0.000)

Groups division: financing ranges. 1, 2 and 3. Gender. male and female; Has dependents: yes, no. Marital status:
married, single, widowed, separated. Education: never studied, elementary school from 1st to 4th grade, elementary
school from 5th to 9th grade, high school, technical course, college (higher education), specialization or MBA,
masters/doctorate/postdoctorate. Occupation: salaried with a formal contract, salaried without a formal contract,
civil servant, self-employed, businessman, freelancer, housewife, retired, student, unemployed (looking for a job),
unemployed (no looking for a job), other. Family income; up to RS 1,600.00, from RS 1,600.01 to RS 3,275.00, from
RS 3,275.01 to RS 5,000.00, above RS 5,000.00.

" 1 test; © ANOVA,

Source: Elaborated by the authors.

(Figure 4.5)

TUKEY/GAMES-HOWELL HDS POST HOC TEST, DIFFERENCE IN MEAN AND
SIGNIFICANCE FOR EACH AGE, EDUCATION, OCCUPATION AND INCOME
LEVEL THAT SHOWED A SIGNIFICANT DIFFERENCE IN THE FWB FACTOR

Variables [?lfference
in means
High school Elementary school 1st to 4th grade 4532 0002

Elementary school 1st to 4th grade 6183 0002

Technical Course
Elementary school 5th to 9th grade 5315 0034

Elementary school 1st to 4th grade 8469  0.000

Education’
College Elementary school 5th to 9th grade 7601 0.000
High school 3937 0000
Masters/doctorate/ Elementary School 1st to 4th grade 9341 0.009
postdoctorate Elementary School 5th to 9th grade 8473 0024
(continue)
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CFigure 4.5 (conclusion))

TUKEY/GAMES-HOWELL HDS POST HOC TEST, DIFFERENCE IN MEAN AND
SIGNIFICANCE FOR EACH AGE, EDUCATION, OCCUPATION AND INCOME
LEVEL THAT SHOWED A SIGNIFICANT DIFFERENCE IN THE FWB FACTOR

Variables I?lfference
in means
Salaried with a formal ~ Freelancer 7745 0004
contract Housewife 5316 0023
Freelancer 9654 0001
Housewife 7226 0004
Civil servant Unemployed (looking for a job). 7245 0031
Occupation’
Unemployed (not looking for a job). 9404 0023
Other 7363 0018
Free-lancer 9170 0002
Regular Housewife 6741 0010
self-employed
Other 6878 0035
From RS 1,600.01
10 RS 3.275.00 Up to RS 1,600.00 5093  0.000
From RS 3,275.01 UD to RS 1,600.00 8.235 0.000
Income? t0 RS 500000 From R $ 1,600.01 to RS 3,275.00 3143 0001
Up to RS 1,600.00 13821  0.000
Above RS 5,000.00 From RS 1,600.01 to RS 3,275.00 8729 0000
From RS 3,275.01 to RS 5,000.00 5586  0.000

! Tukey's post hoc HDS test; © Games-Howell post hoc test.

Source: Elaborated by the authors.

Significant mean differences were found for all variables studied. The
results indicate that individuals who have financing in the PMCMV of groups
2 and 3 (average 23,870), are male (average 24,332) and who do not have
dependents (average 24,046), exhibit greater FWB.

In the influence of the gender variable, Leach, Hayhoe, and Turner
(1999) report that women normally experience greater adversity and stress
when it comes to their finances, which ends up affecting their FWB. Shim
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et al. (2009) and Gutter and Copur (2011) also found that men have higher
levels of FWB than women. As for the variable “number of dependents”,
the results of the present study are in accordance with what has already
been demonstrated by Penn (2007) and Kunkel (2014), that is, that the
number of children or dependents at home constitutes a factor that nega-
tively influences FWB.

Regarding the variable “level of education”, it was found that respondents
with the highest level of education also had the highest average scores. Indi-
viduals with graduate degrees (average score 26.50) and those with higher
education (average 25.63) stand out. It is also worth mentioning the low
level of FWB of those who have never studied (average 15.429) and the high
discrepancy for individuals with a higher level of education. The greatest
differences in means with statistical significance were found between those
with graduate degrees (master’s/doctorate/postdoctorate) and those who
attended elementary school from the 1st to the 4th (9,341), and the 5th to
the 9th year (8,473), followed by the difference between those in the gradua-
tion group and those who completed the 4th grade of elementary school
(8,469). The results obtained in this study are, thus, in line with those of
Lown and Ju (1992) and Diniz et al. (2014, 2015), who found that those
with a higher educational level tend to be more financially satisfied. Penn
(2007) also observed that individuals with university degrees are more likely
to get safer jobs and higher wages, factors that positively influence the FWB.

For the “occupation” variable, civil servants had the highest average
FWB (24,655), corroborating the study by Diniz et al. (2015). Regular free-
lancers and entrepreneurs also had high averages of FWB (24.170 and
24.067, respectively). On the other hand, freelancers and the unemployed
had the lowest averages (15.000 and 15.250, respectively).

Through post hoc testing, it was found that the greatest differences, on
average, occurred between civil servants and freelancers (9.654) and between
civil servants and the unemployed (those that are not seeking employment)
(9.404). It appears, from these differences, that stability is a very important
point in determining FWB and that lacking a certain income each month
negatively affects the perception of financial satisfaction. According to Plagnol
(2011), being unemployed — which may include individuals who do not have
a fixed job — refers to the impossibility of accumulating savings and to a
commonly observed scenario of anxiety related to the financial situation.

For the “income” variable, it was found that people with an income
above R$ 5,000.00 are the most likely to have a higher level of FWB (average
score of 29.929). Furthermore, it can be said that the increase in income
is accompanied by greater satisfaction with finances, with the greatest
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difference in means (13.821) occurring between the lowest and the highest
income group. Delafrooz and Paim (2011), Gutter and Copur (2011), Kunkel
(2014) and Diniz et al. (2014) also found that income has a significant coef-
ficient and a positive correlation with FWB. For Penn (2007), an increase in
family income is directly related to the self-perception of financial security.
Vlaev and Elliott (2014) obtained a similar result when investigating FWB
in young workers and families in the UK. These authors found that about
37% of respondents felt they had less than an excellent level of FWB, given
an insufficient income.

In our study, in order to adequately classify respondents across various
income levels, we applied the procedure suggested by the CFPB (2015b), in
which the FWB is stratified into six levels. The classification table considers
three main points: 1. the score obtained in the FWB indicator; 2. age, itself
divided into two categories (from 18 to 61 years, 62 and above); 3. the manner
in which the instrument is administered (either self- or by another, as is the
case in this study). Thus, using these three criteria, the classification shown
in Figure 4.6 was obtained.

CFigure 4.6)

LEVEL OF FWB OF RESPONDENTS, ACCORDING TO THE
CFPB CLASSIFICATION

. . Age
Financial
well-being Score 18to 61 62 or more Chi-square
level Frequency Percentage Frequency Percentage
Very low 0-29 8 16 0 0
Low 30-37 34 6.7 2 48
Medium-low 38-49 134 263 16 381
. . Value 4.576
Medium-high 50-57 131 257 12 286 Sig. 0470
High 58-67 121 237 6 143
Very high 68-100 82 161 6 143
Total 510 100.0 42 100.0

Source: Elaborated by the authors.

It can be noted that, in this classification, the FWB level is re-scaled to
a scale ranging from zero to 100, taking into account the three criteria. Only
42 individuals are 62 years old or more and, in this group, the majority
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(66.7%) is in the medium-low or medium-high level of FWB. In the most
representative group (from 18 to 61 years old), most are also at these levels
(52%), but a significant portion has a high (23.7%) and very high (16.1%)
FWB score. Whereas, at the two lowest levels, only 8.3% of respondents
were classified. Such results indicate that, despite the compromise of the
income for the financing of their houses, the beneficiaries, in general, pre-
sent average to high levels of FWB. The chi-square test indicates that there
is no association between the FWB level and the two age categories. These
results go against the evidence that older individuals would have higher
levels of FWB (Sumarwan,1990; Xiao, Sorhaindo, & Garman, 2006; Plagnol,
2011; Kunkel, 2014).

In the next step, we sought to confirm the constructs of financial atti-
tude and financial behavior from the confirmatory factor analysis. Figure 4.7
presents the adjustment indexes of the initial and final models.

CFigure 4.7)

CONSTRUCT ADJUSTMENT INDEXES OF FINANCIAL BEHAVIOR AND
FINANCIAL ATTITUDE IN THE INITIAL AND FINAL MODELS

Financial behavior Financial attitude
Adjustment indices Initial Final Initial Final
model model model model
Chi-square (value) 244134 4,388 245,703 2.306
Chi-square (probability) 0 0.356 0 0129
Degrees of freedom 27 4 20 1
Chi-square/degrees of freedom 8,042 1.097 12.285 2.306
Goodness of fit (GFI) 0914 0.997 0.894 0997
Comparative fit index (CFI) 0.907 1 0521 0991
Normed fit index (NFl) 0.897 0.998 0.508 0984
Tucker-Lewis index (TLI) 0876 1 0330 0973
Root mean square residual (RMR) 0174 0.025 0154 0.048
R. M. s error of approximation (RMSEA) 01 0.013 014¢2 0.048
Reliability index 0.787 0.870 0.567 0.584
Cronbach’s alpha 0.798 0.859 0.540 0.550

Source: Elaborated by the authors.
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It is possible to notice that the initial models proved to be inadequate.
Thus, from the verification of the adjustment indexes, the exclusion of non-
significant questions was used as an improvement criterion, followed by the
gradual exclusion of questions that did not present satisfactory coefficients.
For the financial behavior construct, questions with their respective coeffi-
cients were successively excluded: 27 (0.209), 21 (0.289), 26 (0.312), 20
(0.479 and 22 (0.486). A positive correlation was also inserted between the
errors of the variables “You start saving more when you receive a salary
increase” and “You make a reserve of money that you receive monthly for a
future need.” Question 12 was removed for the financial attitude construct,
as it had a non-significant coefficient and variables 15 (0.247), and ques-
tions 11 (0.288) and 13 (0.327) for having low coefficients. After these
adjustments, all models showed satisfactory adjustment indexes, except the
Cronbach’s alpha of the financial attitude construct, which was below
the desirable level.

Finally, the linear multiple regression model is estimated in order to ana-
lyze the influence of the dimensions of financial literacy on FWB (Figure 4.8).

CFigure 4.8)
RESULTS OF THE REGRESSION MODEL FOR FWB
Variables Stand.ar.dized t-stat Sig. VIF
coefficients

Financial knowledge 0113 3.375 0.001 1.287
Financial behavior 0435 12948 0.000 1.286
Financial atitude 0.245 7.347 0.000 1.264
Age 0.036 1154 0.249 1129
Income 0.200 5627 0.000 1441
Gender dummy 0.005 0.158 0874 1139
Dummy marital status 0.005 0161 0872 1129
Schooling dummy 0.029 0.844 0.399 1325
Dependent dummy -0.081 -2.565 0011 1152
R 0.548

Adjusted R’ 0.540

F(sig) 639.457 (0.000)

Kolmogorov Smirnov Z (sig) 0619(0.838)

Pesaran-Pesaran -0473(0637)

Source: Elaborated by the authors.
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The estimation by ordinary least squares is adequate, since the model
meets the assumptions of the absence of problems related to multicol-
linearity, heteroscedasticity and non-normality. The adjusted determination
coefficient indicates that 58% of the variation in the perception of FWB
can be explained by the variables included in the model.

The three dimensions of financial literacy showed significant and posi-
tive coefficients. Among the three dimensions, the one with the greatest
impact, with a 0.435 coefficient, is financial behavior, confirming that better
financial behaviors imply a significant increase in FWB. Then there is the
financial attitude, in which for each increase of a unit on the financial atti-
tude scale, there is an increase of 0.245 in the FWB. And finally, financial
knowledge, with a coefficient of 0.113, that is, an increase of one point in
the level of financial knowledge implies an increase of 0.113 in the level of
FWB. Together, the three dimensions corroborate with the argument that it
is not enough for the individual to have the knowledge, but it is also neces-
sary for the individual to show appropriate attitudes and behaviors to achieve
a higher level of well-being. Such results are in line with the evidence that
points out that financial behaviors (Delafrooz & Paim, 2011; Mokhtar &
Husniyah, 2017), financial attitudes (Joo, 2008) and financial knowledge
(Joo & Grable, 2004; Robb & Woodyard, 2011; Falahati et al., 2012; BCB,
2017) are determinants of FWB.

Another determinant is income (with a coefficient of 0.200), indicating
that increases in income positively influence the level of FWB, which corrobo-
rates with previous studies that indicated that individuals with higher income
have higher levels of FWB (Delafrooz & Paim, 2011; Gutter & Copur, 2011;
Fraga, Vieira, Ceretta, & Paraboni, 2016, among others). On the other hand,
the age variable was not significant (p = .249), contradicting (Sumarwan,1990;
Xiao et al., 2006; Plagnol, 2011; Kunkel, 2014) and suggesting that older
individuals have higher levels of FWB.

Regarding the dummy variables, only “having dependents” was signifi-
cant (p = .011), indicating that having dependents reduces the level of FWB.
This suggests that being financially responsible for others reduces the per-
ception of FWB. This result is consistent with those already obtained by
Penn (2007) and Kunkel (2014). For marital status and education, the litera-
ture still does not have a consensus; the absence of influence seems to be
another possibility.

Therefore, the results of the model confirm the hypothesis raised in the
study, that financial literacy acts as a precedent for FWB. The three dimen-
sions contribute positively to FWB, corroborating the argument that an
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increase in the individual level of financial literacy is essential for them to
reach higher levels of FWB.

) 5. FINAL REMARKS

Measuring FWB is a relevant topic, as financial markets are increasingly
complex and, with that, offer individuals a wide variety of investment
options, loans, and access to credit. However, many individuals are unaware
of the risks and high rates of some financial instruments, which can lead to
lower levels of FWB (Schmeiser & Hogarth, 2013).

This situation may become even more critical, due to the country’s cur-
rent financial situation, in which the percentages of indebtedness and
defaults in April 2019 totaled 62.7% (percentage of indebtedness), 23.9%
(with overdue accounts) and 9.5% (will not be able to pay; Confederagao
Nacional do Comércio de Bens, Servigos e Turismo, 2019). And with the
increase in unemployment, there is a disincentive to saving. This can lead to
a lack of resources for essential features of financial security: maintaining a
standard of living and FWB. One should also consider the fact that the FWB
is a broad aspect, highly interrelated with other aspects of life (suggesting,
therefore, its relationship with general well-being, happiness, satisfaction
and quality of life; Gutter & Copur, 2011).

Thus, this work sought to measure the level of FWB of the beneficiaries
of the PMCMYV and to test the hypothesis that financial literacy is an ante-
cedent of FWB. The results indicated that the majority of the program par-
ticipants have average levels of FWB. Thus, the hypothesis that financial
literacy is an antecedent of FWB was confirmed, since the three dimensions
of literacy had a positive impact on FWB. The typical profile for respondents
with higher levels of FWB are men, young people, married, with higher edu-
cation and higher income. Such results indicate that the use of national
strategies designed to increase the population’s level of financial literacy
must have a direct impact on the level of FWB. In doing so, it corroborates
the argument already promoted by some international organizations (e.g.
OECD and CFPB), that a measure of success in financial literacy is the FWB.
It is also emphasized that, for strategies to be more effective, they need to
focus not only on expanding financial knowledge but also using methodolo-
gies and content that benefit changes in attitude and financial behaviors.

Despite the limitations inherent in the study, such as the choice of a
specific sample group, it is understood that the CFPB scale (2015b) presents
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itself as a potential measure of FWB assessment for the Brazilian context.
However, there is still a need for several studies for its validation. Included
among these are: its application in different population groups; the use of
structural equation modeling to validate the two dimensions proposed by the
scale; the application of the Item Response Theory to assess the behavior of
questions within the scale and its application (along with other behavioral
constructs), in order to assess their discriminating validity and/or confirm
their relationships with other factors, such as numeracy, personality traits,
and use of other debt instruments (e.g. credit cards).

BEM-ESTAR FINANCEIRO DOS BENEFICIARIOS DO MINHA
CASA MINHA VIDA: PERCEPCAO E ANTECEDENTES

) RESUMO

Objetivo: Este artigo tem dois objetivos principais: 1. mensurar o nivel
de bem-estar financeiro (BEF) dos beneficidrios do Programa Minha
Casa Minha Vida (PMCMYV) e 2. testar a hipdtese de que a alfabetizagao
financeira é um antecedente do BEE

Originalidade/valor: Considerando que ainda n3o ha uma defini¢ao e
uma medida universalmente aceitas para o BEF (Briiggen, Hogreve,
Holmlund, Kabadayi, & Lofgren, 2017), este estudo busca aplicar a
metodologia proposta pelo Consumer Financial Protection Bureau
(CFPB) no Brasil, uma vez que as tentativas anteriores de aplica¢ao de
outras escalas demonstraram uma grande instabilidade. E ainda é testada
a hipdtese de que a alfabetizacdo financeira é um antecedente do BEE

Design/metodologia/abordagem: Para mensurar, o BEF utilizou-se a
escala desenvolvida pelo CFPB. A alfabetizacao financeira foi construida
a partir das trés dimensdes propostas pela Organisation for Economic
Co-operation and Development (OECD), a saber: comportamento, ati-
tude e conhecimento financeiros. O instrumento foi aplicado em 561
beneficidrios das trés faixas de financiamento do PMCMV. Utilizaram-se
para andlise técnicas de estatistica descritiva, andlise fatorial confirma-
téria e regressao linear multipla.

Resultados: Os resultados indicaram que a maioria dos beneficidrios do
programa apresenta niveis médio baixo e médio alto de BEE A hipétese
de que a alfabetizagao financeira é um antecedente do BEF foi confirmada,
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e as trés dimensdes impactaram positivamente. O nivel de renda tam-
bém exerce impacto positivo, ao passo que o fato de possuir dependen-
tes exerce influéncia negativa no nivel de BEE A escala de BEF proposta
pelo CFPB parece adequada ao contexto brasileiro. O avango nas estra-
tégias nacionais de alfabetiza¢do financeira tende a ampliar o BEF dos
beneficiarios do PMCMV.

) PALAVRAS-CHAVE

Bem-estar financeiro. Programa Minha Casa Minha Vida. Alfabetizacao
financeira. Prote¢ao financeira. Escalas de bem-estar.
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APPENDIX

INSTRUMENT CONSTRUCTS, QUESTIONS, AND SCALES

Construct

Questions

Scale

Financial well-being

1.1 could handle a major unexpected expense.*

2.1am securing my financial future.*

3. Because of my money situation, | feel like | will never have
the things | wantin life.

4. can enjoy life because of the way I'm managing my
money.*

5.1am just getting by financially.

©6.1am concerned that the money I have or will save won't
last.

Completely, very well,
somewnhat, very little,
not at all

/. Giving a gift for a wedding, birthday, or other occasion
would put a strain on my finances for the month.

8.1 have money left over at the end of the month.”

S.1'am behind in my finances.

10. My finances control my life.

Always, often,
sometimes, rarely
never

Financial behavior

11.1take notes and control my personal expenses (e.g.,
expense and revenue spreadsheet),

12. 1 compare prices when buying something.

13.1have a plan for expenses / budget.

14,1 pay my bills without delay.

15. 1 analyze my financial situation before a major purchase.

16. I save more when | get a pay rise.

17.1save some of the money | get each month for a future
need.

18. 1 save monthly.

19. I'save regularly to achieve financial targets in the long
term.

Never, almost never,
sometimes, almost
always, always

(continue)
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INSTRUMENT CONSTRUCTS, QUESTIONS, AND SCALES (continuation)

Construct Questions Scale

20. It is important to establish financial targets for the future.

21. The way I manage my money today will affect my future.

22.1do not worry about the future, | live only in the present.
(<]
é 23. Saving is impossible for our family. Strongly disagree,
= 24, After deciding about money, | tend to worry too much disagree, indifferent,
g about that decision. agree, completely
© agree
T 25, Itis hard to build a family spending plan

26. 1 find it more satisfying to spend money than to save for

the future.

27.Money is made to be spent.

*Inverted scales.
QUESTIONS AND ALTERNATIVES FOR
FINANCIAL KNOWLEDGE
Questions Options

28.Imagine you have RS 100.00 in a savings account and the tax

More than RS 150.00.*

rate is 10% a year. After 5 years, how much money will you have in
this account?

Less than RS 150.00.

Exactly RS 150.00.

Do not know.

29. Imagine that in 2017 your income will double and the prices of

More than today.

all goods will also double. In 2017, how much will you be able to buy
with your income?

Exactly the same.*

Less than today.

Do not know.

30. Considering a long time period, (e.g., 10 years), which asset

Savings accounts.

described below normally gives the highest rate of return?

Public securities.

Stocks.*

Do not know.

(continue)
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QUESTIONS AND ALTERNATIVES FOR
FINANCIAL KNOWLEDGE (continuation)

Questions Options
31.Imagine five friends receive a donation of RS 1000.00 and 100.
they must split the money equally between them. How much each >00.%
will get? i
1000.
5000.
Do not know.

32. Aninvestment with a high rate of return will have highrisk rate.  True.*
This affirmation is:

False.

Do not know.
33. A credit lasting 15 vears typically requires higher monthly True.*
payments than a 30-year credit, but the total interest paid at the False
end of the loan will be less. This affirmation is: :

Do not know.

34. Imagine you saw the same television at two different stores by~ Buy in the A store

the initial price of RS 1000.00. The A store offers a discount of RS (discount of RS 150.00).*
150.00, while the B store offers a discount of 10%. What is the best
alternative?

Buy in the B store (discount
of 10%).

Do not know.

35. Imagine you made a loan of RS 10000.00 to be paid after one 0.3%

year and the total cost with interest is RS 600.00. The interest rate 06%

you will pay this loan is: '
3%

6%*

* Correct answers in bold.
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