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Women’s Convergence and the Gender Gap in 
Financial Knowledge

• Despite women’s and men’s convergence in many economic
outcomes:

Ø High-school performance (Fortin et al., 2015)
Ø High-school graduation (Murnane, 2013),
Ø Years of completed schooling (Charles and Luoh, 2003),
Ø College enrollment and graduation (Goldin, Katz, and

Kuziemko, 2006),
Ø Labor force participation (Goldin 2006),
Ø Wages (Goldin, 2014; Kleven and Landais, 2017),

• Women consistently display lower levels of financial knowledge
than men (Bucher-Koenen et al. 2017).
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Women’s lower financial literacy is:

§ Severe and widespread across many countries (Lusardi & 
Mitchell 2014; Madhavi & Horton 2014; Hasler & Lusardi 
2017; Klapper & Lusardi 2020).

§ Widespread across different socio-demographic 
characteristics (Mahdavi and Horton, 2014).

§ Of great concern given the relevance of financial literacy on 
day-to-day financial management skills (Lusardi & Mitchell 
2014; Bannier & Schwarz 2018; Bannier & Neubert 2016). 
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The Perfect Storm
• Women tend to have lower financial resources than men
because women:

Ø Earn less than men
Ø Experience more work interruptions due to child rearing
Ø Have longer life expectancies than men

• Lower financial knowledge + reduced financial resources

Perfect Storm for Women’s Financial Insecurity and Poverty, 
especially after retirement (Lusardi and Mitchell, 2008). 
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Gender differences in preferences

§ Important gender differences in preferences concerning 
time, risk, and social interactions have been documented 
(Croson and Gneezy 2009; Falk et al. 2018) 

§ These gender differences have been shown to systematically 
shape men’s and women’s differential economic behavior 
such as occupational choice, financial investment, or 
educational decisions (DeLeire and Levy 2004; Buser, 
Niederle, Oosterbeek, 2014).
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However, differences in financial 
knowledge between men and 
women are hard to explain.
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Explanation #1: Gender Differences in Socio-
Demographic Characteristics

• Can gender differences in age, marital status, educational levels,
labor force participation, or income explain the gender gap in financial
knowledge?

Ø Yes, but only partially (in the US, The Netherlands and Germany:
Bucher-Koenen et al. 2017).

Ø A persistent and sizeable gap remains, ranging between 8
percentage points in Germany to 14 percentage points in the US.

• The gender gap in financial knowledge is found across a wide variety
of groups:

Ø The college educated (Mahdavi and Horton, 2012)

Ø Young adults (Lusardi, Mitchell and Curto, 2010)

Ø High school students (Mandell, 2008)
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Main objective of the paper:

What is the role of culture and cultural 
preferences as opposed to institutional 
or economic constraints in explaining 
the gender gap in financial literacy? 
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If institutions matter…
Women may choose to invest less in financial literacy than men 
because:

§ They expect lower returns to their financial knowledge given 
the higher legal and regulatory barriers they face relative to 
men (Brush et al. 2004; Klapper & Parker 2010;  Asiedu et al. 
2013; Driva & Winter 2016)

• They are systematically discriminated by financial 
institutions (Alesina et al. 2013; Niessen-Ruenzi & Ruenzi
2018; Brock & de Haas 2019; Bhattacharya et al. 2020; 
Bucher-Koenen et al. 2020). 
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If culture regarding financial matters is 
most relevant…

Women’s lower financial knowledge may result from internalizing what 
constitutes being a woman and behaving according to a woman’s gender 
identity (Akerlof and Kranton 2000) regarding financial matters, which may 
affect:

§ A woman’s beliefs of her own financial abilities (“women are not good 
with money” or “women are not good with financial investments”)—Chen 
& Volpe 2002) or 

§ Her (lack of) preferences for financial interests (“as I am a woman, I am 
not motivated by money” or “as I am a woman, I do not care about 
money”) or

§ Her confidence and willingness to engage in tasks that are outside of a 
gender-specific domain (Coffman 2014). 10



If cultural preferences more generally 
matter…

• Women’s lower (men’s higher) financial knowledge may result
from a woman’s (or man’s) beliefs of her higher (his lower)
impatience relative to that of men (women) or

• Women’s higher (men’s lower) altruism relative to that of men
(women).

In this paper, we investigate both the role of culture regarding
financial matters and that of cultural preferences in explaining
the gender gap in financial literacy.
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Our contribution
• We show a causal relationship (and the direction of the causality).

• We show that cultural beliefs regarding gender differences in
financial knowledge shape differentially men’s and women’s
financial knowledge in the US.

• We identify which gender-differentiated cultural preferences shape
men’s and women’s financial knowledge in the US using a novel
dataset on Global Preference Survey (Falk & Hermle 2018): patience
and altruism.
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Our findings

§ Cultural beliefs regarding gender convergence in financial
knowledge beyond those associated with patience and
altruism are associated with women’s (relative and
absolute) greater financial literacy in the US.

§ More patience and less altruism in the country of
ancestry is associated with greater financial knowledge for
men but not for women in the US.

§ The relative and absolute female improvement is
particularly robust for knowledge related to inflation and
risk-diversification.
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Literature review
§ Studies on the socio-economic and demographic determinants of the gender
gap in financial literacy (Fonseca et al. 2010; Bucher-Koenen et al. 2017) & on
non-cognitive skills as determinants of the gender gap in financial literacy
(Arellano, Cámara & Tuesta 2018).

§ Studies analyzing the cultural dimension of financially literacy (Filipiak &
Walle 2015; Brown, Henchoz & Spycher 2018; Davoli & Rodríguez-Planas
2020).

§ Studies analyzing the cultural dimension of gender differences in cognitive
skills (Nollenberger, Rodríguez-Planas & Sevilla 2016).

§ Bottazi & Lusardi (2021) find evidence that the cultural environment in which
girls and boys in Italy live (measured with medieval commercial hubs and the
nuclear family structure) plays a crucial role in explaining gender differences in
financial literacy.
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Our contribution to the literature
• Our work shifts the attention to adult financial literacy.

• Exploits cultural variation across a wide set of countries of ancestry,
providing additional external validity (in terms of both age groups
as well as geographical external validity) to Bottazi & Lusardi (2021).

• We disentangle the role of gender differences in cultural
preferences (namely patience and altruism) from other beliefs
related to financial knowledge.

• We underscore the role of beliefs regarding patience and altruism
for men, and beliefs of their own financial abilities or taste for
financial matters for women.
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Why would culture and cultural 
preferences explaining the gender gap in 

financial literacy? 
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Norms
• Identity: a person’s self-image and his/her sense of belonging to a 

social category (Akerlof amd Kranton 2000, 2002 and 2005).

• Norms as to how individuals should behave depend on their
social category, so deviating from such norms decreases utility.

Ø Women are traditionally thought of as “generally weak,
careful, obedient, socially responsible and sensible,
well-behaved, and anxious about and responsive to others’
opinion”.

Ø Whereas men are thought of as “independent, daring, and fearless, 
inherently curious, and holders of relaxed attitudes” (Sznitman 2007).

17



Evidence shows that there are gender 
differences in preferences

Using Global Preferences Survey (Falk et al. 2016), Falk et al. 
(2018) find that:

Ø Women tend to be more prosocial (more altruistic) than men.

Ø Women tend to be less negatively reciprocal (react to being 
punished for an unkind action) than men. 

Ø Women tend to be less risk taking than men.

Ø Women tend to be less patient than men.
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Norms & Financial Knowledge

• Traditional norms constrain both men and women to behave
as socially stipulated by their social category.

• As societies move from more traditional to less traditional (or
vice-versa), the costs from deviating from the prescribed
behavior decrease (increase), and we ought to expect men to
behave more like women and women like men.

To the extent that some of traditionally male (female) traits
may enhance financial knowledge while others may mitigate it,
learning about them can help design policies that increase
financial literacy for both men and women.

19



Why Would Culture Affect Individuals’ Financial 
Knowledge?

Culture may affect individuals’ financial knowledge because
they have internalized certain beliefs and values related to the:

Ø Relevance of gathering economic information to make
informed financial decisions

Ø Need to have precautionary savings and their optimal
amount;

Ø Amount of risk that is reasonable to handle;
Ø Optimal portfolio diversification;
Ø Reliance and type of debt that is acceptable; or
Ø Risk of high inflation or deflation, among others.
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Why Would Culture Affect Differentially Men’s 
and Women’s Financial Knowledge?

• Traditional societies define different prescribed traits, behavior and roles to
men and women. There are important gender differences in preferences
concerning:

Ø time,
Ø risk,
Ø patience
Ø social interactions

(Bertrand, 2011; Croson et al., 2009; Falk et al., 2018)

• These gender differences have been shown to systematically shape men’s
and women’s differential economic behavior:

Ø Occupational choice,
Ø Financial investment, or
Ø Educational decisions

(DeLeire and Levy 2004; Buser, Niederle, Oosterbeek, 2014)

• Why wouldn’t they also shape the gender gap in financial knowledge?
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Methodological approach
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Similar to the epidemiological 
approach (Fernández and Fogli, 2009)
• We compare the financial literacy of a nationally

representative sample of men and women who live and were
(mostly) born in the US, and hence, share the same
institutional (including educational and financial) settings, but
who identify with different countries of ancestry, and hence,
are influenced by “customary beliefs and values that ethnic,
religious, and social groups transmit fairly unchanged from
generation to generation” (Guiso, Sapienza & Zingales, 2006).

• We do not use second-generation immigrants (as Fernández
and Fogli, 2009), but instead we use individual’s reported
ancestry.
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Gender gaps & the epidemiological approach 
(Nollenberger, Rodríguez-Planas, and Sevilla, 2016)

• To prevent picking up confounding factors that impact men
and women in the same way, such as economic development
or human capital development specific to each country, we
exploit variation across genders within a country-of-ancestry
in addition to variation across countries of ancestry.

• Evidence that country-of-ancestry gender differences in
financial literacy or preferences are associated with the
gender gap in financial knowledge in the US would provide
strong evidence that culture, transmitted across generations
and/or through social networks, matters.
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Data
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National Longitudinal Survey of Youth (NLSY)

• The NLSY follows two nationally representative samples of individuals in
the United States over time:

Ø The younger cohort was 25 years old, on average, when they were
asked about their financial knowledge in 2007

Ø The older cohort was 51 years old when they were asked about their
financial knowledge in 2012.

• We code an individual as having financial knowledge if the respondent
answered correctly three questions regarding inflation, risk diversification,
and interest rate.

• Individual’s socio-demographic characteristics (including parental education,
employment, and wealth and financial sophistication while the respondent was a
teenager) & information on her household composition, marital status, employment
status, citizenship status, region of residence and whether she lives in an urban or
rural area to control for socio-economic and demographic determinants of individuals’
financial knowledge.
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NLSY financial literacy questions
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Standard & Poor’s Financial Ratings Services 
Global Financial Literacy Survey

Ø Designed in 2014 by a joint effort of World Bank, Gallup, and the
George Washington University. It is the most comprehensive
measurement of financial literacy around the globe.

Ø It measures:

§ The share of a country’s adult population that is financially
literate

§ by asking five questions on four basic financial concepts (risk 
diversification, inflation, interest and interest compounding)

Ø We use it to create a representative measure of the financial 
knowledge gap for each country of ancestry
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Gender gap in financial literacy in the country-
of-ancestry

Ø Following Hasler & Lusardi (2017):

Proportion of women who are financially literate in each country –
proportion of men who are financially literate

Ø This measure is our proxy for country-level social norms regarding
the financial knowledge gender gap.

Ø We cannot use a past measure of country-of-ancestry financial
literacy gender gap. However, following (Fernández & Fogli 2006,
2009), the use of contemporaneous measures is not uncommon in
the epidemiological literature and to the extent that culture evolves
slowly over time (Roland 2004), using a contemporaneous measure
is less problematic.
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The Global Preference Survey
Ø Collected as part of the Gallup World Poll 2012, provides validated

individual-level measures of economic preferences at a global scale (Falk &
Hermle 2018).

It measures preferences in the following domains:

Ø Intertemporal timing of rewards
§ Patience
§ Risk-taking

Ø Positive reciprocity, which capture the costly willingness to reward kind
actions

Ø Altruism
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Gender differences in preferences at the 
country-of-ancestry level

• All domains were individually measured through 12 qualitative and
quantitative questions items, ex-ante experimentally validated and
pre-tested to cultural heterogeneities to provide comparable
cross-countries measures of preferences.

• We collapsed each preference at the country-by-gender level,
using the sampling weights provided by Gallup and following the
same procedure as in (Falk & Hermle 2018) to create
representative measures of preferences for each country of
ancestry by gender.

• We define the gender difference in preferences as the country-of-
ancestry difference between average female and average male
measure of a given preference.
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"What ethnic group do you identify with most?"
The advantages of using self-identified ancestry rather than parents’ country of origin,
as is usually done in this literature, are multiple.

Ø We collect information for a relatively large sample of individuals, highly
representative of the US population.

Ø We mitigate issues related to the possible self-selection of specific individuals in
the country of destination (Davoli & Rodríguez-Planas 2020), a concern that often
affects analyses focused on first-generation immigrants.

Ø As individuals are asked about their preferred ethnicity, they are likely to report
the one that truly influences them the most, reflecting the set of norms and beliefs
that they conform and associate with.

Ø Parents’ country of birth is not in the public-use NLSY.

9,623 individuals from 27 different countries/regions of ancestry covering four
continents and different levels of development.

32



Gender gap in financial literacy in NLSY

The gender gap in financial literacy average magnitude of -14 
percentage points 

• Male average financial literacy in the US is 48%
• Female average financial literacy in the US is 34%

• Women underperform men by roughly 29%
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Coming from a country of ancestry with a smaller gender gap in 
financial literacy is associated with a smaller gender gap in 

financial literacy in the US
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Empirical Methodology
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Empirical specification
𝐹𝐿!"#$ = 𝛽% + 𝛽&𝐹𝑒𝑚𝑎𝑙𝑒!"#$ + 𝛽'𝑆&𝑃𝐹𝐿_𝐺𝐺𝑎𝑝# + 𝛽(𝑆&𝑃𝐹𝐿_𝐺𝐺𝑎𝑝# ∗ 𝐹𝑒𝑚𝑎𝑙𝑒!"#$

+𝑋′!"#$𝛽) + 𝑍′#𝛽* + 𝛾" + 𝛾$ + 𝜀!"#$

𝐹𝐿!"#$ is a dummy indicating whether individual 𝑖, living in US region 𝑟, from country 
of ancestry 𝑗, and interviewed in year 𝑡 answered correctly the three questions 
regarding inflation, risk diversification, and interest rate. 

𝑆&𝑃𝐹𝐿_𝐺𝐺𝑎𝑝# is the gender gap (difference between proportion of women and 
proportion of men who are financially literate) in the country of ancestry 𝒋. 

The vectors 𝑋!"#$ and 𝑍# include a rich set of individual and country-of-ancestry 
covariates that vary with the estimated specification.

𝛾" and  𝛾$ are US region-of-residence and survey-year fixed effects, respectively. 

Robust standard errors are clustered at the country-of-ancestry level, which is the 
source of identification. 36





Economic interpretation of the effect 
on the gender gap

• A one-standard-deviation increase in the gender gap in financial literacy 
in the country of ancestry (i.e., greater gender convergence as the gender 
gap is negative) is associated with an increase in women’s financial 
literacy in the US of 3.1 percentage points relative to that of men. 

• This effect represents the equivalent of a reduction in the financial 
literacy gender gap in the US of 28% or an increase in women’s financial 
literacy of 9% over the NLSY average female financial literacy rate of 34%. 

• The effect is calculated as:

("#!)∗&'()(* +,-*.'/ 0&2345"#$%&
6708 97 3:6;:< 3=2'%()

= >.@AB∗>.>@@C
D>.BBEB

= >.>CB
D>.BBEB

= −0.2767
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10% of the effect of having a college 
degree on women’s financial literacy

The effect of country-of-ancestry financial literacy gender gap on
female respondents’ financial literacy in the US is as large as one
tenth of the effect of having a college degree (relative to
dropping out from high school) on women’s financial literacy as
having a college degree almost doubles (86% increase) the
financial literacy rate in our NLSY sample of women relative to
being a high-school dropout.

(The coefficient on the college dummy is 0.293 and the average
NLSY female financial literacy rate is 34%.)
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But it is driven by men in the US underperforming the 
lower the financial literacy in their country of ancestry

• A one-standard-deviation increase in the gender gap in the country of
ancestry is associated with a reduction in men’s financial knowledge in the US of
about 2.7 percentage points (or a decrease of 5.6% over the NLSY average male
financial literacy rate of 48%), the equivalent of a reduction in the negative
gender gap of 25%.

• This effect is one eleventh of the effect of a college degree (relative to no
high-school degree) on men’s financial literacy in our NLSY sample. However, in
contrast with higher education, which is positively associated with respondent’s
financial knowledge, greater gender convergence in country-of-ancestry financial
knowledge is associated with lower male financial literacy in the US.

• The effect is calculated as:

• ("#!)∗&'()(* +,-*.'/ 0&2345"#$%&
6708 97 3:6;:< 3=2'%()

= >?.ABC∗?.?DDE
>?.FFGF

= >?.?GC
>?.FFGF

= +0.2452
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Summary of results thus far
• Greater country-of-ancestry gender convergence in financial
knowledge is associated with a smaller gender gap in financial
knowledge in the US.

• But results are driven by a decrease in men’s (absolute) financial
knowledge, with no effect on women’s (absolute) financial knowledge.

• Others have found that greater gender convergence in the country
of ancestry reduces the math gender gap in the country of residence
(Rodríguez-Planas & Nollenberger 2018). However, in such a case, the
smaller math gender gap was associated with an increase in country-
of-residence math performance for both boys and girls, although the
gains were twice as large for females.
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Ruling out country-of-ancestry human 
capital or development
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Dropping out different countries-of-
ancestries
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Ruling out unmeasured human capital
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Ruling out respondents’ 
cognitive or non-cognitive 
skills
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Falsification test
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Evidence has found
• Those who display patience are also more likely to invest in human capital, 

health, and higher savings (Hastings & Mitchell 2011). 

• A positive association between being able to delay gratification in 
preschool and academic and professional achievement in adult life (Casey 
et al., 2011). 

• Lower risk aversion is associated with higher financial knowledge 
(Hryshko, Luengo-Prado and Sørensen 2010). 

• Training children in prosocial behaviors (including fairness, altruism, and 
delay gratification) influences their decision-making in economic games 
(Heck et al. 2018; Lombardi et al. 2021). 
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Gender differences in cultural preferences vs 
gender differences in financial knowledge

• To the extent that women are less patient, more risk averse, and more 
prosocial than men, it is plausible that our findings may result from a 
woman’s (man’s) beliefs regarding attitudes versus her (his) beliefs 
regarding behaviors. 

• It is plausible that our findings may result from a woman’s (or man’s) 
beliefs of her higher (his lower) impatience relative to that of men 
(women) or of her higher (his lower) altruism relative to that of men 
(women) as opposed to her beliefs of her own financial abilities (Chen & 
Volpe 2002), her (lack of) preferences for financial interests, or her 
confidence and willingness to engage in tasks that are outside of a gender-
specific domain (Coffman 2014). 

• In both cases, culture would matter, yet the type of beliefs driving the 
results would be different, and the policy implications would differ.
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Association with country-of-ancestry 
preferences
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Gender gap in financial literacy net of 
preferences
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Conclusion

§ Cultural beliefs regarding gender convergence in financial
knowledge beyond those associated with patience and
altruism are associated with women’s (relative and
absolute) greater financial literacy in the US.

§ More patience and less altruism in the country of
ancestry is associated with greater financial knowledge for
men but not for women in the US. The relative and
absolute female improvement is particularly robust for
knowledge related to inflation and risk-diversification.
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