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I. Introduction
The current research has been conducted within the framework of the research project «Enhancing Latvian Citizens’ Securitability through Development of the Financial Literacy» implemented by Riga Technical University (RTU). The project is realized by academic staff of the RTU Department of Finance. 

Research goal is aligned with the priorities of the National Development Plan of Latvia for 2014 – 2020. According to it, one of the emphasized issues is citizens’ resilience, which is related to the human economic security. In turn, economic security implies that citizens have predictable and sufficient income. Thus, the issues of the improvement of financial literacy level in Latvia are emphasized at a government level. Despite the questions related financial literacy are frequently debated in the academic literature, there is no consistent approach to understanding of the concept and its measuring methodology. The current paper reflects the results of a theoretical exploration of financial literacy concept and the results of measurement survey, conducted with Latvian sample data.  
II. literature review
 Different organizations and individual researches define financial literacy in a specific manner, emphasizing different aspects. Most often financial literacy is defined as (1) a financial knowledge [1], (2) financial skills [2], (3) financial behavior [3] or a certain combination of elements [4, 5]. As for particular elements, Lusardi and Tufano [6] mainly focus on debt literacy. Gerardi et al. [7] decomposes the concept into money literacy, price literacy and budget literacy. Thematic areas for studying financial literacy, proposed by different researchers, are reflected in Table 1.
table I

Thematic areas of financial literacy

	Source
	Proposed elements

	Kefela (2011) [8]
	(1) budgeting, (2) savings, (3) debt management, (4) financial negotiations and (5) bank services

	Remund (2010) [9]
	(1) knowledge of financial concepts, (2) ability to communicate about financial concepts, (3) aptitude in managing personal finances, (4) skill in making appropriate financial decisions and (5) confidence in planning effectively for future financial needs.

	FSA (2005) [10]
	(1) managing money, (2) planning ahead, (3) making choices, (4) getting help

	Robson (2012) [11 ]
	(1) making ends meet, (2) keeping rack, (3) choosing products, (4) planning ahead, (5) staying informed/ getting help

	Heinberg et al. (2010) [12]
	(1 compound interest, (2) inflation, (3) risk diversification, (4) tax treatment of retirement savings, (5) employer matches of defined contribution savings plans


As for measuring the level of financial literacy, different researchers focus their efforts on examining the link between financial literacy level and various outcomes, such as ability to plan for retirement [5], successful participation in financial markets [13], ability to accumulate higher amounts of wealth [14], etc.  
International and local authorities, as well as individual researchers, suggest measuring financial literacy level, using adopted or their own developed questionnaires. Methodological approaches to financial literacy assessment differ widely, depending on underlying concepts and authors’ subjective understanding of a matter. 

III. Content analysis of conceptual definitions

For the purposes of the current research four key domains of financial literacy were defined: (1) knowledge (understanding is implied); (2) skills (competencies) to apply the knowledge; (3) attitude (set of values); (4) behavior.

To explore the concept, 52 definitions of financial literacy were analyzed by means of text analysis software AQUAD 6.0 and Hamlet II 3.0.

The result of analysis of frequencies, provided by AQUAD software, indicates that financial literacy most often is defined as a set of cognitive (knowledge and skills) and behavioral attributes. Non-cognitive terms, such as motivation or confidence, are not mentioned so frequently.
As for particular aspects of financial literacy, nine main categories were defined for further analysis (Fig. 1). 
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Fig. 1. Vocabulary list statistics

In turn, the results of the analysis of joint frequencies based on Jaccard coefficient indicate that the significant correlation (Jaccard index > 40%) is observed between the following pairs: debt literacy - budgeting, plan for future – budgeting, services – choice. 
IV. Assessment of financial literacy
For research purposes the authors conducted a pilot study for measuring the level of financial literacy. The questionnaire was developed with the involvement of project leader prof. N. Lace and project investigators: doc. G. Ciemleja, doc. K. Kozlovskis, doc. J. Titko, doctoral student J. Bistrova. 
In February of 2013, 88 respondents were polled using a questionnaire, which comprised 34 questions divided into 6 modules. 

The questions addressed the issues concerning personal income tax returns, personal budget, cost analysis and cash flow management, banking services, insurance, risk management, accumulation of savings, and investments.  

The respondents were invited to evaluate their awareness (skills) in these issues, as well as estimate the level of their interest (importance), using 5-point scale. In assessing awareness and skills 5 points signify that the respondent has high level of awareness / it is easy to make decisions, in turn, 1 point signifies that the level of awareness is extremely low / it is very difficult to make decisions independently. In assessing interest in and importance of the issue, 5 points stand for very interested / it is an important issue, and 1 point signifies not interested / this issue is not important. 
Data processing and analysis was conducted by G. Ciemleja, using SPSS 20.0. Adequacy of a measurement scale was evaluated, using reliability analysis. Cronbach’s Alpha equal to 0.949 indicates the high internal consistency of a questionnaire.  

In 28 out of 34 questions female respondents demonstrated higher mean level of awareness/skills than male respondents. Fig. 2 presents the mean assessment of respondents’ awareness/skills in points depending on the gender.
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Fig. 2. Awareness/skills depending on gender

As for respondents’ interest to examined questions or perceived importance of particular aspects of financial literacy, the average scores were distributed quae equally between males and females (Fig. 3).

[image: image3]
Fig. 3. Interest/importance depending on gender

In 12 out of 34 questions the respondents assessed their average interest as being above 4 points. These 12 questions include 4 questions on the budget, 4 – on cost analysis, 2 – on bank services and 2 questions on insurance and risk management. The highest average interest level is demonstrated by all respondents answering the questions in the 2nd Module on private individual cost analysis and cash flow management – out of 5 questions 3 are assessed at above 4.3 points.

V. Conclusions

Considering high social importance of financial education, it is necessary to develop a knowledge platform to increase the level of financial literacy. The current research provides a conceptual framework for understanding the concept of financial literacy, thus building a theoretical foundation for development of the methodology of financial literacy evaluation. Besides, the paper reflects the authors’ attempt to evaluate the level of financial literacy. Survey results indicate the problems with understanding some basic elements of financial literacy. On the other hand, respondents’ demonstrated interest to financial questions confirms the importance and necessity of a further investigation in the field.  Developing a methodology of financial literacy evaluation, target groups of population should be clearly defined and measuring instrument should be properly tested.
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