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The Game Changer in Financial Literacy Education

Cavid K, Bulen & Timothy A, Lambrech:
Auoust Z0LS

The Crigig in Finangial Literacy Educatipn

Jver a decade aga, avarety of gredps, indivduals ard siaes began ihe push for incregsed firancal
litgracy educanan for young peaple, The need was obvicus: the end of defined nenefin pens.on plans,
the growth of mereasingly complex financial products and elarnreg stutgem debt buzdens had aeated 4
purfect slorm of financia® ehallenges an enbre gererdtion was Hd-squinped to weather. A5 suppeort Sor
the idea gresw, The majoriy 0! states began 1o include fingansial Fiteracy standards in their core
currzulum, and severdl mandeted a class in financal Jteracy (0 crder to qraduate. The foanclal crisis
crogled & grealer sense of urgency as the frue oot of inarssal illiteracy becarne avident. Foundations.
educalional organizalons, ard privede sectan danoes respeaded e the call by creatirg wnd updating a
veriety of curriculum malerials to paosch finansal hweaey, mary ava lable for free ar al & neminal ¢nange
ta schacls and teachers.
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A mandares, millons of sfudents raughe and b llicas of Jolars of public. prvate and act1oe profil
spending 1ator, ihe results seere undershe neng Ancodolally, f seemed an most inancial eracy
erbacAtion was having lile effect ar behawviees, o an atempl  find aus what was working, the faxional
Erdawirent of Financial Education (MEFE) funded a meda-analvsis of the relatonship of finansiw
lieeracy and financ @d educatlan w fnarcal beraviens in 201 prio Sudies, 0o of the major indirgs
wes: "Roucationalinlerventicns and financial lteracy as measured g date are only weakly linked w

L nayicrs "IN otner words . much of what was passing for finencial iteracy educabior wasn't and isn't
wurking.

Why it often dagan't wark

Town Dther stedies shod addibenal hight oo e peablem, A 20610 NZFE spansoed study of 1,200
cducators found: £3.8 percent of eathers feel yrnqueldied w wtilize their stete's fmancial lieracy
slandahds, orly 37 percent of K-12 teachers had sa<en a college course i personal finance and less
svan 20 peroert ol weachers reporled feehng very competen o eask any of Ue Six persanal foance
CpISS sunveyed.

The second stidy was spanscred by the Juot pXtart o dar. [n aitemating toodentify why studerts whao
nad B financiel lneracy caurse, an average, anwally score Ipwer on the'r finarcial leracy st thiy
eed: “tat tre realife matenals can best ba @aght in an nteractive. real-time amiron mars throe gh
simwkation s, garnes and research projects. That &, of course, LeUaly not possible in mwoday's senogl
gyolems ”

For fingncial literasy 2% & ona-somester nimreanton or acd-on te wank, it weocld need 1o Suppotl
eachers who lacked the subjett matter expertise, In addition, it wowld have (o ke replistic in & way that
wiuld be impossible for school systenes oo orov de oncheir gan.

When it warks, effects are small

FIMRA spoosored a study of the imoact af rigorcus “inans al literagy cducarion in the 21ates of Secrgia,
idaho and Texas, This sy showsed 1hat signitican effons in edataticn can have a positive impscl on
credit scores and delinquordy rates  This rey be the firgt real eod best evidence that connects
firancial [Merasy egucaticn W posinve behavior shanges. Credit scores imaroved between 1.3% gnd
5.£%, and delinguency rafes declined behween 1.8% arg §,2%.

witlle Lhis 15 an mprovement, Lisnt o compolling salution. A uge stala-wida mandale Involving
considerable effort only resuled .n a h-R%4 advance. and thal was the best Sa%e; 1he thres-state
average was between 3% and 4%, The problem is oo [aqge o tnis 1o ke considerod a solutien. Inthe
2014 Standard & Poor's Global Financial Livgracy Study e Unitog Staves recessed o lFailng grade wilh
an v 57% of acdulls B2ing linarcizlly literawe. Besiuse parsonad inacsce in the m wond is indreasing in
complexity each yoar cducaliondl ofoms e st Koop pace w1n over-Insreds g demands, Currenlly.
even our Desl elort: ate rot creabing a conpelling casu i ihe debaw over Bnand.al erady education.
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The Current State of Financial Education

Ut e Cwile 26 b oAl peop B REecing Podaciad cdocation i avenwlalming ¢ans tu acvancs
francial 2diasion sewrr o e stallzc, 21 e hich scicol lesel, e e o s121es rzeuir g
zocal fimansz has rema nag flal ‘or mezrly a dacade.
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becie the Dlack | ne woche graph above wirich sk ows the s2at@s hat rocn e a prerse Tl Fhgrse coursz pa
lake il sehacl T hee 2o iy sossills exp anansns, Sonno garl e e zesearch o posit shat
fnarsial kleracy just rarnol o8 tzught inoainn scheals oeors osy question warthae o nat eele oML
argzalky ~aking a diference. Gthers may argae dat sime in tre stacal day wousd be beller soent
teEsiEny reanirg of etk oo semethe hal geeesate s ioes Sige 2an resuils, Seriarly, calleges are
ncressing thair educatinnzl nfferings bt - ave vet o requing perscndl Tnpnee Classes for grad oation.
Thie hae not ehango:d cven thangn Hucen: loae cobt g a1 aarmird levels and Ay cradaales ara facing
e linanrial Gifin. hes thal syer,

Time 2o a Game Clhanger: Budgel Thalleoge®

Agentz-rhianngie 3 sl ior oo sonen hnancs sdocetne ey Gou-d i—possitle, Y &L i aappEns ol e
e 1 alher ndluswies, whee noceation and secanalegy carte e ethel o quickly Dasn whal was anea
ire et possibe. =er essnpls, Joer s onu et e TasTesT Gy g curmngenn s  @nd their seedco is
cErairy innquarive, haverberless Lear weald ney be saocasefd] i twere niqcduced celone 1+emet-
conneserl govice: e e commanalsue

Zmelarly, The inncvasion in Bodgel Shallenge* is greatly leveregec oy e grevaler zo of nmoomet-
cenmeied covices in schogls, tworks ¢ ~obile nhanes ard gwan comes vath a9l pay aop Tor pavieg
Lills oo the go Bocyer Shalsnoe @ desigoed ke ose oy L s and studaenils inosckools. oot hesause
af e prevaenes ol mralade dences evesyvalene, teashe s e e skilisy 1 ok some ara’ of
anlsiee afClass vedns,
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What |5 e innowddicn in Budgel Challenges?
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Hoen do2s Budnet Challenge® ceeale Leaming that Lasis™?

B.cdget Challor gois cused an allaeing stucents 1'Leasn by oing . wis2h has @ mucn highar sate o
rextr e @G produces ioarrung thal Btk THe koewloegs, sk, and babies nece 2socy lor effusl v
firznzial manape-=r are nes lzarrzd by 50 den: nassively comp'ste wWor<Shests of rsacing ane.d
peer e Al “raned, oy sl Ben hopt 0w acl vely managing shrir cwr dina oo s,

Passive Active
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. _Increasing Retention .

Giefooe Budges Chaleane echnn ooy cass developed Janpdar hic already goatliced e scterisics ol
e deie cducnticnd’ program Bun et coarcluded o wag rat oess ale. Hete agair iz the quoe Som ey
o1 LTI U Y.
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RgEncal sre MERGY FUr POUD A0uls e Srncian D, THE Coanaanars i cur ook scfinal
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e 5ol TRasn [EAChE S Se0e 1 I@Cx (e DiTe 10 hach e eoaranie and inshhuhonal contest el
shonenls nead 13 make informed chelozs, Further, the belter financial {iteracy performance oy
students wdier Ay & SIock rkarier gaime ieacds kg furmlier conatusiant That the real-tile materials
can fest de [Aughf fo ot Feraclive, redd-tee oneired mantt theougll sitnulanans, gamos and
research projects. That is, of courye, vsuzily not possible ir today's sofroo) sy siems.”
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g anls who ooily e iEiale s o wo-uem sawegy sl o deecion Hese steents wal choassza
salancad Wi aleyy,
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Learning by Going - How da wa Jaw (it acosg Learmng works?
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Howv ]pes active learning haopen :n Budget Chalfangea=?

S ke o Crive s Ldesanen realinng the derangrazion of actual drsing skeis in an actua, car, Buligel
Challerige randires oo dorr casirabc s al nnponlae T hoancs? weresy sklls e ieal-are threughont 5e
sitpu.daiicn, For pxarep &, one of 09 Sirst skills =ludents demonstrale n che simolalas = reale A
sriencensy e To amcemalish o s, aswder el nges e 2 inkd tee waomle, 52 1 e Dask gy
=solarct Apnoinsd Trarslen” o electnenically Larste Ionds Mg tte chiocke g aceoa i 1o the savngs
accolnl Th s ssnias 1t Igsks wil demionstrel e sl ot estab sty ar emergency i.od b the
ool sl alsn pe carefil ki ngs jeapardize the rzboity to grmcastrann clner resred sk ls,
Cnetning with tus exanola, J a giadent decicos 1 emeae b e ameigensy funs balaa jucalvirng a
pavcheck on =rdday, thare may nat og sUff ZEnt funds incks cher<ng aciount 12 pay ke reat bill oo
ureu, w et could negasively imoact the domensoasicn of iz "Make on-time payrrentst ski'l Like ie e
ife . mbadsidy mics laRe e casideration e aterzenncsisd naldre o Shancial dedticrs. & sSadsnt
My JACAT e At AErphing 1 dearstate oo e sl immedizlely suzh as STRating an eriergoe sy
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This is why 2udgel Thallenge = callud the Road Test for Persanal Finance®, This once- aepossible
exnefigncz gf praclicing rewr linancia skills in scheql s made expongntially more meamngt. by
Al ng every stucenl complete contral of thair fiwvn Azccurts.

For gzamiple: Stadent A, Sludent B, ard Studeal © e the samie class and in the samlaling, chey all
race ve a ool phane kil for 235,05 1hatis due in G Gays
+  Swdent A schedules an on-ame payment of £550 50 (mistypng the amount n co-eno Bill pay).
«  Swdent B schedulzs an on-bme paymen: for the comes amouand,
¢ Bedent © makes aomenta: ot o do i ler, ouc entrely forgets,

Cret Ing entire LD-week exparence, Budnet Challenge provides irdividualized, resl-time *ecdback to
gack studer

Condeding Wikl this cxample afier one week:

Bludent A s assesced & bank 1o ol $39.50 for avordrawing the checang scooant. In sdaiticn,
the cell ahiute company assested 4 $9.95 @ fee as well as a $30 retutned check feg. Styderd
A Ny nas an overdue cell phope balarce of ($05.A5+3.95+30,00) = $125.00 and is also
actruing daily ake pament peraltie s unbl te Bill is pad.

«  Swxent B has the on-ime paymeont arecess and is showirg a cell phone palanca of 50.00 i he
aocount act iy and o sleared chaed in the bank accewnt activity .

s Student 4 assessed a £0.95 late fee and new has a pelf phone balance of $105.00, Txaily [ae
payvmen: penahes will continue te be assessed untf the balance is paird.

g real world of personal inance car be an eve-Lue ing esperience for students. Where nlker
orogram™s sodnd ke a oroken rasord ~you should exhibit sound finane el hehaviors.” enly Budfel
Challenge realty shows sludenls why, Stedents rat only Bearn o e owh experlences, but alsa from
1he expenerces of 1ner classn ales,

Thoory |3 one 1hing, but does Budget Challenge® gclually wark in schools

Thousands of (eashers in all 50 siztes have suctessiully usel Budgel Challenge. To date, ower
TRO.a0 sudents have used this pragram. The program s al=n (he recipient of the 2015 Excellz nca in
Fisrancial Literacy Education "Programs of the Year” award in tke category of Childrer's Maney
raragernent,

Does it work [0 yaisty of sedings?

res. Budgat Challengr works in hign schaols and calleges, L has also 9een vsed a5 & stend-alone
fingrasal lite ~soy pragram ar a supplement for other suhjes1s thal heee B financias [deracy cotm ponand
rugn @5 Encnomigs, Math, Firence, etz The amourt of class time yilized cam also vary, Some
teachers uge the smidalior g2 a foendaton oo Baile their course acound, while clhers assigo the
entiesy of Budger Shallerye as homewoik,

o | 4



Doz il work with Be wide-tanging backgrounds of teachers®

Of &l 1hz subjecis taught 0 schogls, fimancial Reracy education has possibey the st vanied
siplernecation. Each slate recomeords or requires d.ferenlly ame even the <ass iwh it taaghe
warigs sigaisicantly. When personal bnance is tsugiit, IEsar Ba lound in dlasses such a5 ecunomics,
math, story, business and finance. dudget Thalenge iz desigoed with the knowledge that 1he
sackaround and quakifications of thaese who teach ingncial literacy varses significantly, Budpget
Chalenge was buillt over 12 vears ard each year it has improved based on teacher feedback, Relow
are 5ome 91 the key ways 2udget Challrnge support= "zacher suctesxs in Lhe ¢laszroom

Human Helpy Cask

Mo enty does Budgel Challence have a real nelp desk for Teachars and Siuderts, bt ihe
helpde sk s1aH conwginsg former seachers who naye osee Dudget Challenge ir tha classraom. 1L
ran ka strossiul switching curmculom aterials, b Budger Chaflerge zan hels,

Suppots watn S cilum
B.ilget Challenge ivcludes fol corricolurm ard assessrrents, Do CURGLlurm oples arp
peegented ir on ordet el aligng with ke timing of srmwlalian ewenis.

[gacher Training
Bucyal Challenge actually helps teachors improve their Knowledge =as well as provides CELHFE,
In & survey af 1,028 teachors that usced Bedgel Challenge. the follawing question was askoo:

Hewy rnach 30T you fing fat waur kiowiedpe changed due 1o Zuagat Chelisnge
10.41% at swared "Vashy improved®
54,47 answered YYmproved Shghily" )
34 82% answornd "Dl Mol Change” thelr kniwledge using

0.20% answered *Shightly Desiinesr 4, BudgetChallenge

A

B3% af Teachars iImproved

Suppen veih Teacher Wik Lopd

The sirnularcn and asses=ments e sch-gracing. Teachers have 2497 aoeess to sledin]
perormance raporing. The siudent help desk is available 1o assist with questicas and technical
igzues. Studar s and wachers oo are capied an all helpdesk messages) are oflen surprised
ina! an aciugl person will irvestiqale swrdenls’ actoonls befere rof poading. Online FAC'S gre
also ava aole o asgist with stucerl guestions,

In Teachers' owrn words:
IS e RI0ET resishe Bxperience ( Cart iMaging 1 ghve o sfudents. For vesrs ¢ ke i

simulate creading a buage! and paang bills dar i was ol aearly as effecive and streanmiined as
g, "
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TStoccnss o vallabls krawlagge and exEEnenrs Wt L Most Gomesan peesunal ingnce
fopics thal they aall use far & dfehme as wenl &5 e conseguences of wnak can fiaopes with paer
fudger manming.”

“Your Simaiadion auied EeeE and medsing e my course e sivden i e, Y am sa ghad o
teaw (s class hecawse we oaf in do Qudge! Challfryer IU's auaesoier™

‘Ther Budgud Challedge 15 a fantasic way 11 help my students undecstard maney in the real-
warkd, | enjoyed answeriog e JUesinns the 3imclalion pravoked, Saents ad warians ity
levels weng gh'e I benefit frarm dhes progear,”

Budgel Challenge® has on & ol the lgrges] sels of student survey dara, Whal do siudenta say?
The fallowirg stucen; survey data is from high schocl studenis in Spring Seinester 2015 ard Saring

Semester 2317, We asked over L0DA0OC studcnts aoout what skills they leamed from Budgel
Challengs,

“For the fgllowing questions: Think back o the starl of the Simalation. Would you agree
that now as & resuft of Wwking Budget Challenge you are;:™

Arswer  Coum
more Able to avwid fees from vendars and banks YR a3,500 B2, 390

MO 18,001 17 b

mord khowiedgoabia aboul how 1o wrlte check ¥es  §9,480  BE.1%
Mo 12,041 11 G4

more |ikely 1o check account balances befare wriling chacks Yes 91,0823 A9 T
Mo 1418 10,35

more skilled at creating bodgets ¥es  B4.3516 8131%
kv 16,985 1E.75%6

mare confldent aboul managing money Yes  B5,B63 BL6%
Mo 15528 154494

Simulered money, but real emgtions and resl Innpact

One of the interesting observations from years of running Budget Challenge «5 howy emational it can be
for students. The simulalion can becarne 50 real that studerits experlence many of the engtions
a=sociated with -anaging a tight budget in real lite, Below are some quotes from sicerts regarding
their exparignce with he simulation

“AREr the Budgel CRANENIGE SHuidhion. el Derume 5o mush rre disere of he consequences
G CRENIELLENG Poa QUG GRS Belore e senukfon . ! hed some kncsdedg2 in egne

Papge | 11



mAnEGRTEn’, Lof |G Ashialy had & e uodErsTanding, Even MoLghaf was ek a
ENTRLNERC, ey I SLes S0 ol &' RRrRs akaul my Snaocia! silunian  Thes wars fes !
VEENT FARE S 0 Dy ey Dors, 03l & GRg e it ngle AT e g LEyeors 0 e
hepAuso eomelrEs Gan it fpous D uoos Sran . nowy, thal fa0F SReT aii mienas] ray o
R e o Il ) g el fant

“Bofar, T USSR ST B A R SR, SO GOISCIC uS TR Wb B sessing o
IMEORENCe OF s §A65 0% sNE Gl MOF Pave I55 when she was mr ago. 1Sueaea wilnk
parRsizaing o the chadangy, |uncos oo (e ety 1ayers of BarkIng ann persanzl inarie &l
(e g lerm ConARRLEEIRS of pOar oy warigEncd aerad 60w Sl e pdeoe

I ST TR CRS0N SNy a5 Len”

"Bofars e DOGQEr chElengs | Wes alradd 3l macey ano bodgers Ducaose [ i ne! knos Goa g
SAVE Znd rainac Moy Paend bivs bad sressed Mo oL! anc' Coadnrad nothieg io 3o waliir

A NAE phaneede 1 oist 1 kenid sl g Dundae g eend Remye gy Qeve O e O L dnidy R g
SLOL st s o s A i B sy g i the Begianing D s ey g inlRer e 50
IUCE Eelduse Dot wy CChe sl s S honee !

irmpsts g Inere then education

T help llustrate e frus lite-changing rvpact Ung 10-wm sk Sxpenen 22 fas, wie asked sludants =
qqu sLiuey 07 a0 many pregran's would be pired (o as«

—as Ib= ewaes wace zaanped ar infleanzed youihinking 2w

arnllegr mzjer oo zareer chaice * ARswer Anzwertoun:
E > ¥y 54,14n

(2] EoEil dase
115
Tas Al sooinesl sl ov Pidb ot sradan: sl Budgor Sl or ge nnpacied cow of e mesl

mnrLant fubn-e He decimpns A vaang person will mass Hom many classes bava this king of impacl?
Fo ey stndenms. Bacgel Challenne is rema chan gantz2-changing 1 s ashsvicr-changng. 17 s fe-
milEneging.
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Afcer groqluation, karning by daing stk wark s, CroaQrg'L o g
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Itis performed by adults and it is expensive, lur aige sital i
MLE BN

JF Marpan Chase

According e Yoeas, i 2ULE, nanes snentded 253 Bl in Ceercrafl lues, . 5107  le=r
I #5LE, fowos wutie 2003 10E average ramber ot avercrafis per checki-g  WHCTRAGasend L6
aurnami bR T e pran Thane ALGULTHAT TRAD & SvEr BRVER 0 0N el e .
forancial mistakes par yesr. Each ol ose mislikos van Cou 19~ 2L0.545 | 20EEmicson Lo

Tous 15 ey e 21 resenne Reing fon banks i lews Woee saels e et Lerenl Ly

taanleir soeeis adu iz ke Paouga bal anz g L5 ng rea. mesgy with EAfierT 2, T iq
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AT A5

Laame MAT Ll bhuml el grve

Hay enernsivie 13 real warld educationy

Fleocheadel Fosforren she rman sy 20 leoked & 17 e Aesrage cosl nf overdrall ans oo fes e
Lime Thisy T thetd e aeenage cheo<g scoode| fees (Owerdrafl, NSF, AT, mainlerance ez, and
Acoudarl sz lensh eeceeded LGS aver oo dzzade, That 13 o B120 @ wesar Tus & leoneal ado . Koo
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The business case Tnr Badget Chaktlenge>

Tow Lo s s Gy o Budget Chal eage s casy ooancecaizng whea e coses ol ol hivesg offacie:
fnasnzied hleracy educalion wre knavn, There ang g ways [ ek aocal L Basirness ciss tor ths
cii.casianal inwastnerl.

1 fing. 3l panking actually watk Ingeiner nreal-ime. Funsats make doarans 37 their “mo g rusiakes”
i e SLatlany A ey weaold lilkely ~awe ~ade w o edi wonld, Sucget Shallesge orov des 1the
nonsrnuengGs mnd learning seithond e coest o dezs o diena;e e crecdit vires,

w2 Lastineg krizelecge ard Babns Bodces Challooyge S5 e only freograsr 1o prosade kaols and sards-on
insyLction fo- Fes 1 use ther on realaacd sitsaions, inside of she 5" muialan, sudents use thase
Bzl L e ar, practicz ard sirer gthen gocsd haols, Theso Psbits wil make olzsticg imoast o stadenss
Inerzal uiaras, L el ~eealt @1 e ma ataning hiohee credil Seoies e will saee them oney 00
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I5 et thMscuIt 00 start using Gucget Challenge™?

Bucael Thallene e san easily b added tooan vx s cormculur, ke adzing a studenl lah co-oosses
o Clerisley class 3udiel Thallenge polodes all madeial s e stoderLe, supoeel ko leachers,
siglgiinnal videos and comprenensive sr -Rorr R asspssrerlE. Yhars are o 2oslly adld-ons or
Aideasy Toes Tedlle s 2ar ek and CoGER W LT oS00 e (R wash 1 aSc AN Snpley HetE S ar
anre ol Lhe: assassment o thzi cuoiSe gradingg TRouughoo! e 22 el woas, & ozl ors sai1qd evsny
Fraraday richs gl Lest for 10w eks.

Wiveres do D ga o get more infarmabsnm ar Sga dp?
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