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Abstract 
 

We analyze the gender gap in financial literacy in the context of German household heads, 

investigating the relevance of different factors to identify a role for within-household 

specialization. We document several stylized facts of the gender gap in both financial literacy 

and economic outcomes and find that being female decreases the likelihood of answering 

correctly to the three financial literacy questions by almost 8 percentage points. We further 

examine the differences in financial literacy across gender by controlling for factors like marital 

status and family size, related to within-household specialization patterns. The empirical 

results show that the negative impact of being a female is stronger for married respondents, 

as compared to single or divorced, and stronger for people living in the East.  This suggests 

a role for within household specialization if such specialization is indeed related to marital 

status, and also hints at a possible role of social norms as proxied by residence place. Finally, 

the Blinder and Oaxaca decomposition results show that a small fraction of the gender gap in 

financial literacy can be attributed to gender differences in endowments, and that education, 

residence and income are the variables that explain most of the gap. 
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Despite women and men's convergence in many 

economic outcomes such as high-school 

performance or labor force participation (Goldin 

2006), women consistently display lower levels of 

financial literacy than men do. Moreover, it has been 

found that this gender gap “exists across countries 

with different financial market development and 

institutional setups as well as different social and 

cultural contexts” (Hasler and Lusardi, 2017). The 

concern, given the positive association between 

financial literacy and economic decisions (Lusardi 

and Mitchell, 2014), 2  is that women may be at 

disadvantage in dealing with day-to-day financial 

matters.  

 

One hypothesis to explain this gap stems from the 

theoretical framework provided by Gary Becker 

(1973)'s model of marriage. Under a number of 

assumptions, households’ members may decide to 

specialize in specific tasks, for efficiency reasons. If, 

in a family, men tend to be the one dealing with 

money-related issues, then women may have fewer 

possibilities to enhance their financial knowledge. 

Hsu (2016) is the first paper applying this idea to a 

financial literacy framework, finding that if the 

husband manages the household finances, women 

may rationally decide to delay financial learning.   

 

In our project, we analyze the gender gap in financial 

literacy in the context of German household heads, 

investigating the relevance of different factors and 

trying to identify a role for within-household 

specialization. We use data from a nationally 

representative household level survey conducted by 

the Deutsche Bundesbank – Panel Household 

Finances (PHF hereafter). The survey covers 

information on balance sheets, financial literacy, 

 
2 Please see the stock market participation (e.g., Van Rooij 
et al., 2011) and retirement saving behavior (e.g., Bernheim 
et al., 2001; Lusardi and Mitchell, 2007) As shown by 

pensions, income, work-life and other households' 

demographic characteristics and it was collected as 

an integral part of the Household Finance and 

Consumption Survey (HFCS), taking place in all Euro 

areas countries. As a first contribution, we 

corroborate and extend existing research about the 

gender divide in financial literacy. We document the 

existence of a gender gap in financial literacy among 

a large sample of German household heads, with 

such relation being robust while controlling for a wide 

set of observable characteristics.  

 

Second, we provide some insights about the 

specialization hypothesis. If, within couples, men are 

the financial decision makers and the financially 

knowledgeable person, then married, divorced and 

widowed women should exhibit particularly low levels 

of financial knowledge, whereas women in single 

households may have a higher likelihood of 

developing their financial literacy. This idea is 

somehow corroborated by the empirical results. On 

one hand, from a descriptive point of view, we 

observe that the gender gap is in fact smaller for 

single households, as compared to married, widowed 

and divorced, even though this result holds only in 

the West of Germany. In addition, the multivariate 

analysis reveals that to some extent female single 

households tend to do better than the others, even 

though a gap is still present. These results suggest a 

role for household specialization.  

 

The study of Fonseca et al. (2012) on US households 

is most related to our research, in that it also 

investigates the role of specialization as a potential 

explanation for the gender gap in financial literacy. 

The results of their analysis, however, find little 

support for financial decision specialization by 

Lusardi et al. (2017), financial knowledge can account for 
30-40 percent of retirement wealth inequality in a framework 
of stochastic life cycle model. 

1. Introduction 
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gender within couples, even though they find a 

correlation, for male, between decision-making and 

higher financial literacy and identify a role for relative 

education within couples in decision making.  

 

Finally, from a decomposition of the gap following 

Blinder and Oaxaca methodology, we reveal that 

men and women may have different production 

processes for financial literacy, as Fonseca et al. 

(2012) had already suggested in the U.S.A. context. 

In fact, the observable factors normally used to 

explain differences in financial literacy still leave a 

huge portion of the gap unexplained. This motivates 

us to claim that possibly societal and cultural factors 

not observed in the data are shaping the financial 

literacy production processes of men and women 

differently. 

  

Our analysis can help understand the gender 

inequality in economic outcomes. Almenberg and 

Dreber (2015) shows that the gender gap in the stock 

market participation rate of Swedish households can 

be reduced by controlling for financial literacy. It 

suggests a promising aspect of closing the gender 

gap in economic outcomes by reducing the gender 

gap in financial knowledge. Moreover, our model 

provides a framework to study the role of family in 

affecting financial literacy. As been stressed by 

Becker et al. (1988), family is an important institution 

in understanding macro behaviours such as 

aggregate output and overlapping generation 

behaviours. The theoretical model can also be 

employed to study the gender inequality in more 

general knowledge. 

 

In many empirical studies, a gender gap in financial 

literacy is just presented as one of many descriptive 

results, but less is understood about what factors 

contribute to these differences. Lusardi and Mitchell 

(2014) review the usually higher financial literacy of 

male population, and the tendency of female 

respondents to answer “do not know” more often, 

 
3 Compared with our sample, financial literacy level in SAVE 
is lower for both genders, with a 48% of females answering 

when unsure about the answer to financial literacy 

questions. In those studies, however, gender dummy 

is usually controlled as a control variable for studying 

other variables' effect. For example, Lusardi and 

Mitchell (2008) highlight the importance of gender 

roles in the effect of financial literacy on retirement 

planning by restricting the 2004 Health Retirement 

Study data of United States to female respondents. 

Almenberg and Dreber (2015) only address the 

gender issue by pointing out that controlling for 

financial literacy can close the gender gap in stock 

market participation rate. Few studies have focused 

exclusively on the financial literacy gender gap. 

Bucher-Koenen et al. (2017), in a recent review, 

propose a descriptive analysis of possible 

determinants of the gap. The authors confirm that 

females are less likely to answer financial literacy 

questions correctly and are more likely to say do not 

know than males in Germany. In their review, they 

use data from 2009 SAVE dataset, a sample of 

above 50 years old German households, of about 

2,200 observations.3 

 

This paper is also in line with another strand of 

literacy on gender division of human capital and 

marriage model. This line of literature provides 

foundation for the theoretical framework of this study. 

As pointed out by Hsu (2016) first, financial literacy 

can be interpreted as one aspect  of human capital, 

which can improve the productivity of certain 

economic activities of households or individuals. 

Individuals of different genders accumulate capital 

and divide their labour based on cost and utility 

(Baker and Jacobsen, 2007; Becker, 1985; Becker 

and Becker, 2009), which varies according to 

marriage status (Becker, 1973, 1974; Friedberg and 

Stern, 2003; Grossbard-Shechtman, 1993). The 

study of Browning et al. (1994) shows that the relative 

income and age of family members within a 

household significantly affect the family outcomes. 

This sheds light on the potential of proxying within-

household specialization with relative income and 

correctly and 60% of male. In our dataset, the financial 
literacy level is 0.55 for female and 0.68 for male. 
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age among family members, which may affect each 

member’s bargaining power and labor division as 

well.   

 

The rest of the paper is organized as follows. First, 

we describe the theoretical framework of the 

marriage model by Becker (1973, 1974), which 

frames the potential impact of within-household 

specialization on financial literacy. We then describe 

the PHF survey data and document some stylized 

facts of the gender gap in financial literacy in 

Germany. We also present our empirical strategy and 

list the hypothesis we want to test. Finally, we present 

and discuss the empirical results. 
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The theoretical framework that validates the role of 

within-household specialization and social norms on 

financial literacy is mainly the model of marriage by 

Becker et al. (1973). In the model, marriage is a 

voluntary choice of multiple men and women, 

reflecting the existence of preferences and markets, 

so that different members can specialize in different 

products or activities based on their preference and 

ability. Financial literacy (and hence financial 

decisions within the household) can be treated as a 

knowledge product, in which the person who is better 

at dealing with financial matters is most likely to 

specialize. A gender difference in financial literacy 

may exist due to such within-household 

specialization.  

 

A representative household wants to maximize the 

production function: 
 

𝑍 = 𝑓(𝑥1, … , 𝑥𝑚; 𝑡𝑚
ℎ , 𝑡𝑓

ℎ; 𝐸)                  (1) 

 

where 𝑥1 to 𝑥𝑚 are m market goods or services such 

as the cooking pan or electricity for household 

production, 𝑡𝑚
ℎ  and 𝑡𝑓

ℎ are time input of male and 

female in the household; E represents 

“environmental variables” which are external and 

affect time allocation of the household. The budget 

constraint for the m market goods or services is as 

follows: 
 

∑ 𝑝𝑖𝑥𝑖 = 𝑤𝑚𝑡𝑚
𝑤 + 𝑤𝑓𝑡𝑓

𝑤 + 𝑣,𝑚            (2) 

 

where 𝑤𝑚 and 𝑤𝑓 refer to wage for unit time of 

working; 𝑡𝑚
𝑤 and 𝑡𝑓

𝑤 are the non-household working 

time of the male and female respectively; 𝑣  is the 

property income or heritage. Each member of the 

household is constrained by the same time length.  

 

Given the above set-up, when labor market return is 

higher for men than for women, it will be optimal if, 

within the household, the man specializes in market 

work while woman specializes in housework. 

Similarly, if social norms penalize women more for 

working in the market or incentivize them more for 

working at home, they will also specialize more in 

housework. Hence, we can imagine the gender gap 

as partially rising from within-household 

specialization, since men often have higher earnings 

than women and specialize in the management of 

financial matters. However, as long as specialization 

plays a role in each household, we should not 

observe a gender gap across households, since, 

regardless of the gender, the person specializing in 

financial matters is the one with the higher knowledge.  

 

There are clearly a series of issues related to 

measuring the gender gap at the household level. 

First, it is often hard to have information of financial 

literacy of all household members. This is also the 

case  for the PHF data, which does not allow a within-

household comparison. Second, stronger within-

household specialization should have a positive 

effect on financial literacy of the financial 

knowledgeable person, regardless of the gender of 

household heads. Hence, if specialization is also 

affecting financial knowledge, we should not observe 

a gender gap in financial literacy among household 

heads; rather we can expect a gap when considering 

all members of the households. Such specialization 

effect can then interact with social norms within and 

outside the family, which are also hard to identify 

empirically. Finally, we can expect the existence of 

spillover effects within households, which should 

increase the average level of financial literacy of a 

household. However, spillover effects in our case are 

impossible to measure, because of a lack of detailed 

information about all members of the households. 

 

Overall, if within-household specialization dominates 

in affecting financial literacy, we should expect no 

2. Theoretical Framework 
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gender gap in financial literacy among financial 

knowledgeable persons as long as they are indeed 

specialized in dealing with financial matters. However, 

this will not be the case if the way of defining the 

financially knowledgeable person does not coincide 

with the actual specialization pattern within 

households. Alternatively, we can still expect a 

significant gender gap as long as their financial 

literacy is accumulated through sex-based 

characteristics. For example, there may be significant 

sex-based networking of financial literacy 

accumulation. The latter way allows the interaction of 

specialization and social norms on gender-specific 

financial literacy accumulation. 
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3.1 Dataset 

To answer our research questions, we use data from 

the German Panel on Household Finances (PHF), a 

nationally-representative household survey 

conducted by the Deutsche Bundesbank in 2010, 

2014 and 20174. It consists of 3,565 households for 

the first wave in 2010-2011, 4,461 households for the 

second wave in 2013-2014, and 4,942 households 

for the third wave in 2017. The survey covers 

information on balance sheets, pensions, income, 

work-life and other households' demographic 

characteristics for all members of the participating 

households. Moreover, within each household, the 

financially knowledgeable person (FKP hereafter) is 

asked three questions aimed at capturing their 

understanding of concepts such as interest rate, 

inflation rate and risk aversion (the list of questions is 

shown in Table A1 in the appendix). This set of 

questions has been broadly used in household 

finance literature, to capture the fundamental 

concepts for saving and investment decisions in life 

cycle (Lusardi and Mitchell, 2011; Van Rooij et al., 

2011).  

 

The interesting feature of this German data are as 

follows. First, despite Germany being a country with 

generally high financial literacy levels - contrary to, 

for example, the U.S.A (Davoli and Hou, 2019)- it still 

exhibits a pronounced gender gap in financial 

knowledge. Secondly, the dataset allows us to 

distinguish, within the household, who is the member 

who knows the most about the family’s finances, i.e. 

the financial decision maker. As FKP for a given 

household    is    supposed    to be  the   one  who  is  

 

 

responsible for financial matters of the household, we 

treat FKP as the head of this household as well.  

 

Hence, we are able to classify households according 

to the gender of the household heads. Our measure 

of financial literacy is a dummy equal to one if the 

FKP answers correctly all three of the financial 

literacy questions. We use this aggregated dummy 

as our main dependent variable for at least two 

reasons. First, such an aggregated index is more in 

line with the theoretically consistent definition of 

financial literacy, which should reflect the overall 

financial knowledge of respondents about not just 

one or two aspects of such knowledge. Second, in 

the analysis of one of our previous projects (Davoli 

and Hou, 2018), we have noticed that the ratios of 

respondents are rather low for answering different 

numbers of financial literacy questions correctly. This 

brings difficulties when we apply models such as 

ordered probit to the count indicator of financial 

literacy. We thus focus on the aggregate dummy of 

financial literacy. 

 

Our dataset, moreover, also allows us to control for a 

detailed array of individual characteristics of both the 

FKP and the household members, such as age, 

education, marital status, number of children, labor 

market status and so on. Table 1 presents summary 

statistics of the key variables, by gender. While the 

sample size varies depending on the variable´s 

availability and missing responses, in the least 

restrictive settings when pooling together the three 

waves the analysis is based on a sample of around 

12,000 observations. 

 

 
4  For more detailed information on PHF dataset, the 
weighting scheme, sample design and imputation 
methodology see  

www.bundesbank.de/Navigation/EN/Bundesbank/Researc
h/Panel_on_household_finances/panel_on_household_fin
ances.html and Davoli and Hou (2018). 

3. Methodology  

http://www.bundesbank.de/Navigation/EN/Bundesbank/Research/Panel_on_household_finances/panel_on_household_finances.html
http://www.bundesbank.de/Navigation/EN/Bundesbank/Research/Panel_on_household_finances/panel_on_household_finances.html
http://www.bundesbank.de/Navigation/EN/Bundesbank/Research/Panel_on_household_finances/panel_on_household_finances.html
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Table 1: Descriptive Statistics by Gender 

 

Note: The mean of each variable by gender of the household head is reported. Three 
waves of data are used, for roughly 12,000 observations; data are weighted to be 
representative of German population. 
 

 

3.2 Stylized Facts 

The basic descriptive statistics in Table 1 reveal a 

large gender gap in financial literacy, which is in line 

with a broadly confirmed gender gap existing around 

the world. Females perform worse than males on all 

three questions and, thus, at the aggregated level as 

well, with an almost 10% difference in the correct 

answer ratio. PHF data also confirms the fact that 

women apparently tend to answer “do not know” 

more often than males, consistent with Lusardi and 

Mitchell (2014) and Bucher-Koenen et al. (2017).   

 

In addition, education inequality is bigger among 

males than among females. A higher ratio of males 

has either lower-level secondary school education or 

upper-level secondary school, but about one third of 

females has each of the three education levels. 

Given the gender of the household head, 63% female 

household heads have a higher education level than 

the members of her household, whereas the number 

is only 52% for male heads. 

 

The distribution of income and family size is also 

gender differentiated. We can see that 6% more 

female-headed households lie in the lowest income 

group than male-headed households, and while a 

higher ratio of men is self-employed, the 
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unemployment ratio of men is also higher than 

women. The gender gap in economic variables such 

as net wealth and income is in line with theoretical 

works by Lusardi et al. (2017) and Jappelli and 

Padula (2013). According to the models, financial 

literacy is an endogenous investment choice, which 

raises the utility of the household on one hand and 

costs and decays on the other hand. Consequently, 

those who have a higher income may be more 

motivated to invest in financial literacy, further 

increasing the wealth inequality. These observations 

call for attention to close the gender gap in financial 

literacy, as one potential way to close the gender gap 

in economic outcomes. 

 

Such a gap gender gap in economic outcomes also 

exhibits residential heterogeneity. Table 2 presents 

the distribution of economic outcomes and labor 

market performance by gender and its variation by 

West/East residence. Overall, men tend to 

consistently perform better in generating monthly 

income, net wealth, and obtaining income from 

financial assets than women, while both genders 

perform similarly in regular saving and obtaining a 

higher ratio of financial assets to total assets. Gender 

gap in net wealth, monthly income, the ratio of 

obtaining income from financial assets, and the ratio 

of applying for a loan is more profound in the West 

than in the East. Overall, a higher ratio of households 

from the West obtain income from financial assets. 

The gender gap in self-employment is higher in the 

East than in the West.  

 

 

 

Table 2: The Mean of Key Economic Variables by Gender 

 

Note: The mean of each variable is population weighted and estimated by multiple imputation 
method. The data is pooled. The last row shows the number of observations for the corresponding 
head of the table, without counting the imputed data. 
 

 

The data allows us to classify the households by their 

marital status (single, divorced, widowed, married 

and living with spouse, married and separated5), and 

first, we notice that a slightly higher ratio of females 

chooses to be single than males (42% versus 39%, 

Table 1).  

 

Figure 1 presents gender differences in financial 

literacy for couples living together versus single or 

separated households across both East and West. 

 
5 We drop from our sample same-sex partnership, a very 

limited number of cases, as they do not allow us later on to 

According to the figure, we can see that financial 

literacy is overall slightly higher for Western residents, 

and more so for female-headed households, and 

overall higher for households with married couples, 

independently of gender. Hence, the gender gaps 

appear to be wider in the East, in single households. 

This fact is of particular interest, as it implies the 

potential impact of marital status, a proxy for within-

household specialization, on the gender gap in 

financial literacy.  

compare gaps between household members of different 
sex. 
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Figure 1: Gender differences in Financial Literacy by Marital Status and Residence 

 
Note: The bars represent the percentage of female (male) correctly answering all three questions on 
financial literacy, split by household residence, according to the marital status of the household head 
(“with a Partner” are all households either married, divorced or widow). Three waves of data are used, for 
roughly 12,000 observations; data are weighted to be representative of German population. 
 

 

Figure 2 replicates the life cycle financial literacy 

profile for those who were born in 1965-1975 for two 

different groups. The left panel is for the group of 

people who are recorded as married and living 

together, while the latter is for the rest of the people.  

We define those who are married and living with a 

spouse as in a marriage, which is consistent with the 

theoretical models of marriage.6 The figure shows 

that the age profiles have rather different patterns of 

gender gap in financial literacy for groups divided by 

marital status. After controlling for cohorts, education, 

age, and regional dummy, unmarried women exhibit 

a constantly declining financial literacy, while 

unmarried men have an increasing financial literacy 

from the age of 65 on. 

 

Figure 3 shows differences in the gender gap in 

financial literacy by family size and place of residence. 

Men on average, are answering correctly 

comparatively more than women in households of 

each size, but the gap is particularly pronounced for 

bigger households in the East. This is somehow 

suggestive that females in female-headed 

households do not necessarily specialize in financial 

matters as much as males in male-headed 

households do, as family size increases. Suppose 

specialization in dealing with financial matters within 

a household helps the financially knowledgeable 

person to improve his/her financial literacy, then we 

should expect negligible gender gaps among 

household heads. However, this is not the case in our 

data, at least not for households of all sizes. It could 

be that greater financial decision making within 

households correlates with higher financial literacy 

only for men and not for women.  

 

 

 

 
6 In the dataset, marital status includes single, divorced, 
widowed, married and living with spouse, married and 
separated, registered, same-sex partnership and living 
together, registered same-sex partnership but living 

separately. Our definition is not complete in a way that it 
can’t include those who are not legally married but living 
together, due to the lack of information of the dataset. 
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Figure 2: Age Profile of Financial Literacy by Gender and Marital Status 

 

Note:  Financial literacy is predicted for the cohort who were born in 1955-1965. The figure is 
adjusted for the cohorts, education, age, regional and marriage dummy. The age profiles are 
smoothed by a lowess filter which follows Lusardi et al. (2017). All three waves of data are used. 

 

 

 

Figure 3: Gender differences in Financial Literacy by Family Size and Residence Place 

 

Note: The bars represent the percentage of female (male) correctly answering all three questions on 
financial literacy, split by household residence, according to the number of members in the household. 
Three waves of data are used, for roughly 12,000 observations; data are weighted to be representative 
of German population. 
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3.3 Empirical Strategy 

Hence, our stylized facts point to the existence of a 

gender gap, possibly correlating with marital status, 

family size and residence. These factors can all be 

incorporated into the framework of the Becker’s 

(1973) marriage model, which explains within 

household specialization that drives the gender gap 

in financial literacy.   

 

In order to analyze whether a gender gap in financial 

literacy exists even after controlling for observable 

characteristics, we estimate a multivariate regression 

on the probability of correctly answering the three 

financial literacy questions, with female as the 

explanatory variable. More precisely, we perform 

multivariate analysis, with sampling weights and 

robust standard errors, clustered at the smallest 

geographical cluster available in the data. 

 

𝐹𝐿𝑖 = 𝛼 + β1Femalei + β𝐗i
′ + ϵi 

 

where Femalei is the gender dummy, key variable of 

our interest. 𝐗i
′ is a set of control variables including 

income, employment status, education level, family 

size, marital status, residence place (a list of all the 

variables employed can be found in Table 1).   

 

If individuals of a specific gender are more likely to 

specialize in financial matters within the households, 

they should display higher financial literacy than a 

person of the other gender in the same household. 

Consequently, we should expect a higher gender gap 

in financial literacy between male-female members 

for a given household than between two household 

heads of different gender. However, we cannot test 

whether there is a gap within the same household, 

because of a lack of information on financial literacy 

for all household members, so, we will limit ourselves 

to compare household heads. If only within-

household specialization plays a role in shaping 

financial literacy, we should not observe a gap 

between two FKPs of different genders across 

households, as they are both specialized in financial 

matters.   Effectively, we   already   observed in  the 

descriptive statistics commented above, that this is 

not the case. 

 

Secondly, we perform the same regressions 

separately for different subgroups of our dataset, 

comparing household heads of different educational 

levels, residence and household size, which allows 

us to disentangle some of the determinants affecting 

an individual's financial literacy and possibly identify 

a role for household specialization.   

 

By observing different patterns of the gap across 

residence, family size and education, we can 

hypothesize a role for household specialization. More 

specifically, we expect that in single households or 

households of one person, women are more likely to 

develop financial knowledge, since there is not a man 

specializing in the financial decision-making of the 

household. 

 

Finally, in order to properly ascribe certain 

characteristics of women relative to men, we employ 

the Blinder-Oaxaca decomposition technique as 

presented in the following equation, 

 

𝐹𝐿𝑓 − 𝐹𝐿𝑚 = (𝐹(𝑋𝑓𝛽𝑓) − 𝐹(𝑋𝑚𝛽𝑓))

+ (𝐹(𝑋𝑚𝛽𝑓) − 𝐹(𝑋𝑚𝛽𝑚)) 

 

which allows us to decompose the financial literacy 

gap into a first part, the endowment effect, explaining 

the gap in terms of observed characteristics, and a 

second part, the coefficient effect, explaining the 

difference across genders in terms of returns to these 

observed characteristics. To be clearer, we can 

fictitiously look at what would be the average financial 

literacy for women if their characteristics (education, 

job, marital status etc.) were the same as the ones of 

men. Any remaining gap could be attributed to 

societal and cultural norms surrounding the 

households. 
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Table 3 shows results from estimating the empirical 

model presented in Section 3, where, besides 

controlling for the gender of the household head, we 

progressively add controls for several factors often 

associated with financial literacy. As already 

expected from the descriptive statistics, a sizeable 

gap emerges among household heads of different 

genders. While the magnitude of the coefficient 

slightly increases by adding further control variables, 

meaning that the negative effect of being a female on 

financial literacy becomes less relevant, it is also 

surprising to observe such a robust result, despite all 

the controls included. Being a female decreases the 

likelihood of answering correctly  the three financial 

literacy questions by almost 8 percentage points 

((𝛽1 = −0.075), a 12.5 percent decrease relative to 

the average financial literacy in the sample. This is 

calculated as 

 

−0.075

𝑃𝐻𝐹 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝐿𝑖𝑡𝑒𝑟𝑎𝑐𝑦𝑚𝑒𝑎𝑛(0.6)
= −0.125 

 

To put this estimate into context, having a university 

degree is associated with a 63 percent (or 38 

percentage point) increase in the likelihood of 

answering the three financial literacy questions 

(relative to having no education).  Hence, the 

association between being a female and financial 

knowledge is about 20 percent of the one between 

financial literacy and having a university degree. This 

result is relevant, when we consider that many 

characteristics normally correlated with financial 

literacy are already included in the analysis. As 

already specified, if all household heads specialize in 

financial matters, then there should be a negligible 

gender gap in financial literacy across households. 

This gives a first indication that the gender gap in 

financial literacy is not only driven by confounding 

factors, but that other non-observables may also 

drive this gender gap. 

 

 

 

 

In line with previous literature, we observe that 

financial literacy is positively associated with 

education (Lusardi 2012; Mahdavi & Horton 2014), 

those whose highest educational achievement is a 

university degree are more likely to respond correctly 

to the three questions, as compared to someone with 

no education (reference category). We can also see 

that being a resident of East Germany decreases the 

likelihood of answering correctly, and so does being 

a foreigner. However, we do not observe a relevant 

role played by marital status per se.  

 

Exploring the possible heterogeneity in our sample, 

we repeat the estimation on different subsamples of 

the data, in Table 4. Importantly, education emerge 

again as a key characteristic: for household heads 

with higher education, the gap diminishes and, with 

higher education, it actually vanishes. The table also 

shows that female household heads who are married 

and live with their partner exhibit an eight percentage 

points lower probability of being financially literate, 

while in contrast, not living with the partner (either 

because single or divorced) is not so strongly related 

to the financial literacy score. This is somehow 

supportive of a specialization framework, as women 

in single or divorced households may have the 

incentive to particularly develop their financial 

knowledge, as they cannot benefit from the 

knowledge and expertise of the male partner who 

would normally take the financial decisions in the 

household. Finally, women in the West seem to be at 

an advantage, when compared to their counterparts 

in the East.  

 

Table 5 reveals a similarly interesting pattern, in line 

with the specialization hypothesis: while the gender 

gap is present, more or less with the same magnitude, 

in all multiple-members households, for one-member 

households the gap vanishes entirely. Hence, we 

4.  Results  
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may believe that women in bigger households do not 

have the chance to fully specialize in financial issues, 

even when they are the household heads. 

 

Decomposition results are shown in Table 6, which 

estimates a linear probability model with the financial 

literacy index as outcome variable. Overall, men 

answer correctly 66.4% of the time, whereas women 

have a likelihood of answering correctly of 57.3%. 

This yields a gender gap of 9.2 percentage points. Of 

this gap, a small fraction can be attributed to gender 

differences in endowments, i.e. it is due to 

differences in characteristics among men and 

women. Instead, the larger portion of the gap stems 

from gender differences in returns on these 

endowments. Education, residence and income (not 

shown in the table) are the variables that explain 

most of the gap. In addition, for women age plays a 

relevant role. 

 

However, the fact that such a large part of the gap is 

not explained by differences in endowments 

suggests that the gender gap has its roots in social 

influences and environments, possibly outside the 

household, that our analysis is not capturing. 

Somehow, men and women have very different 

production processes for financial literacy. Gender 

differences in financial literacy may be rooted in the 

adoption of gender roles and gender-appropriate 

behaviors that go beyond the effect of economic and 

educational factors.  

 

In further analysis, we try to explore the role of within-

household specialization more in depth, by using gap 

in age and education level between head and family 

members, employment similarity and number of 

children to proxy for specialization. The idea is that 

wider age, education or working status gaps within 

families may reflect stronger specialization within that 

household. Similarly, we also use family size as a 

proxy to differentiate potential specialization patterns, 

since different family sizes may imply different ways 

of splitting tasks within the family. 

 

Therefore, we perform regression analysis 

interacting the gender dummy and the above-

mentioned variables for non-single households 

(Table A.2 in the Appendix). Although the gender 

variable seems to have a different importance in the 

different sub-samples, the interaction terms do not 

have significant effect. That is to say, our proxy for 

specialization does not explain much of the financial 

literacy gap, in contrast to studies such as Fonseca 

et al. (2012). Unless the aforementioned variables 

cannot capture within-household division of labor at 

all, there might be other potential drivers of the 

gender gap in financial literacy that have canceled 

the effect of within-household specialization. Within-

household knowledge spillovers may potentially play 

such a role in closing the gap of interest. Even if one 

family member, say the female member, has lower 

financial literacy due to specialization in housework, 

her financial literacy can still be improved through 

communication with her partner, whose financial 

literacy is higher due to specialization in financial 

matters. If there are positive financial literacy 

spillovers within households, policies targeted at 

closing the gender gap in financial literacy and 

consequent economic outcomes, should exert efforts 

in promoting communication within households or 

other social groups. 
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Table 3: Estimated effect of gender on financial literacy 

 

Note: Source: PHF Bundesbank (2011, 2014 and 2017 waves pooled together). “All correct” is a dummy equal to 
1 if the respondent answered all three financial literacy questions correctly. OLS estimation results are presented; 
controls for survey wave and whether the respondent participated in more than one wave are included. Results 
are weighted and errors are clustered at the municipalities level. t statistics in parenthesis. *p < 0:1, **p < 0:05, 
*** p < 0:01. 
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Table 4: Estimated effect of gender, by different subsamples 

 

Note: Source: PHF Bundesbank (2011, 2014 and 2017 waves pooled together). “All correct” is a dummy equal to 1 if the 
respondent answered all three financial literacy questions correctly. OLS estimation results are presented; controls for survey 
wave and whether the respondent participated in more than one wave are included. Economic characteristics include employment 
status and log of income. Results are weighted and errors are clustered at the municipalities level. t statistics in parenthesis.  *p 
< 0:1, **p < 0:05, *** p < 0:01.  
 

 

 

Table 5: Estimated effect of gender, by family size 

 

Note: Source: PHF Bundesbank (2011, 2014 and 2017 waves pooled together). “All correct” is a 
dummy equal to 1 if the respondent answered all three financial literacy questions correctly. OLS 
estimation results are presented; controls for survey wave and whether the respondent 
participated in more than one wave are included. Economic characteristics include employment 
status and log of income. Results are weighted and errors are clustered at the municipalities level. 
t statistics in parenthesis. *p < 0:1, **p < 0:05, *** p < 0:01. 

 
 
 

Table 6: The Blinder-Oaxaca Decomposition 

 
Note: Source: PHF Bundesbank (2011, 2014 and 2017 waves pooled together). “All correct” is a 
dummy equal to 1 if the respondent answered all three financial literacy questions correctly. The 
table reports the financial knowledge of female and male in the sample, along with the portion of 
the difference that is explained by all explanatory variables considered in the model 
(characteristics effect). Results are weighted and errors are clustered at the municipalities level. 
t statistics in parenthesis. *p < 0:1, **p < 0:05, *** p < 0:01. 

 

 

 

 



 

18 
 

 

 

 

 

 

Our findings underline the existence of a sizeable 

gender gap in financial literacy among German 

households. This gap, besides being large in 

magnitude, appears to be only marginally affected by 

observable characteristics that the previous literature 

has suggested as relevant factors in explaining the 

gap.  

 

Including observable characteristics in the 

estimations slightly decreases the magnitude of 

women’s disadvantage in financial literacy, but it 

does not net it out. In addition, the results of the 

Blinder-Oaxaca decomposition underline that the 

available variables leave a huge portion of the gap 

unexplained, in line with Fonseca at el. (2012). We 

provide some evidence that specialization within the 

household may be at the root of some of the 

observed gender gap. In fact, the gender gap among 

household heads who are the sole member of the 

corresponding households is smaller or vanishes, 

suggesting that women in such households have 

different incentives in acquiring financial literacy. 

 

When we use education gap, age gap, number of 

kids and employment similarity between the 

household head and other members to proxy 

specialization patterns and interact them with gender, 

the effects of such interaction terms are not 

significant. One explanation open for future studies is 

the potential impact of within household spillover 

effects of financial literacy that could have 

compensated for the impact of specialization on the 

gender gap. Even if within-household specialization 

may have led to a female head devoting less time to 

obtaining financial literacy than a male head, positive 

spillover effects from male members may be bigger 

than that from female members which results in a 

smaller effect of specialization than expected.  

 

 

Our study has several limitations. One is related to 

the fact that, while being able to compare financial 

literacy across household heads, we are unable to 

measure the financial literacy of all household 

members. In order to truly investigate the 

specialization hypothesis, we would need more 

detailed information on financial knowledge and labor 

division within one household, something that the 

currently employed data does not provide.  

 

Another limitation is the assumption that the 

respondent in the household (the one answering the 

financial literacy questions) indeed coincides with the 

family’s financial decision maker. Both partners in a 

couple may be in charge of the household finances, 

or each of them may manage them independently. 

While this is a common assumption in the literature, 

it needs not be the case. However, compared to other 

sources such as the SAFE data, we rely on the fact 

that the households in the PHF are explicitly asked to 

indicate who the financially knowledgeable person is. 

Given the length of information requested in the 

survey, it is unlikely the financially uninformed person 

would be able to provide all the information.   

 

It is also important to point out that our results are 

simple correlations and we are not claiming causal 

effects. It is not a trivial task to isolate the effect of 

gender from that of other economic and cultural 

factors. What could be done next, from a research 

standpoint? As already mentioned, Hsu (2016) is one 

of the very few studies, to our knowledge, that is able 

to link the financial knowledge of both members of a 

couple. While her analysis is focused on longer-lived 

spouses over the life cycle, it would be useful to 

extend it more generally to spouses over the life cycle 

and test its prediction with data on within-families’ 

financial literacy. This requires the collection of a 

5. Concluding remarks 
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different set of data as, to our knowledge, there are 

no German surveys allowing for such analysis. 

 

While our study calls overall for an increased 

awareness about the gender gap in financial literacy 

from scholars and policy makers as well as the 

general audience, it also delivers at least two 

implications for policy making and future research. 

First, since gender has a different importance across 

groups with different characteristics in terms of family 

size, residence place and education level, policies 

targeted at alleviating the gender gap in financial 

literacy should take such heterogeneity into 

consideration. Second, as mentioned before, 

spillover effects within families or communities can 

be one important factor that complements the impact 

of specialization and should hence be further studied. 
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Table A1: PHF Financial Literacy Questions 

 

Note: Source: The PHF survey. 

 

 

 

Table A.2 Interactions of Female and Specialization Indicators 

 (1) (2) (3) (4) (5) (6) (7) 

 Education of Head – Highest Education 

of Member 

Age Difference   

 Same Higher Lower Head 

Younger 

Abs. Age 

Gap 

No. of Kids Both Full 

Time 

Female -0.121*** -0.089*** -0.086*** -0.103*** -0.103*** -0.119** -0.099*** 

 (-5.381) (-5.031) (-4.948) (-4.052) (-4.505) (-2.363) (-5.646) 

Interactions of Female and Specialization Indicators 

Same Education 0.049       

 (1.614)       

Head Higher  -0.010      

  (-0.334)      

Head Lower   -0.046     

   (-1.205)     

Head Younger    0.016    

    (0.431)    

Absolute Age 

Gap 

    0.000   

     (0.413)   

Number of Kids      -0.004  

      (-0.360)  

Both Full Time 

Employment 

      0.017 

       (0.466) 

Observations 9605 9605 9605 9605 9605 3857 9605 

 
Note: Source: PHF Bundesbank (2011, 2014 and 2017 waves pooled together). We include same controls as in the benchmark 
result. Except for coefficient of the female dummy, all other coefficients are for interaction terms of female dummy and the 
corresponding variable as indicated by each row or column name. Results are weighted and errors are clustered at the 
municipalities level. t statistics in parenthesis. *p < 0:1, **p < 0:05, *** p < 0:01. 
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