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The main goal of this paper is to address the issues of
defining and measuring the concept of ‘financial literacy’
in all-Russian surveys as well as to reveal the changes in
the level of financial literacy of Russians during the pe-
riod of 2008-2010.

The main finding of these surveys is that the level of
financial literacy of Russians is low. During the crisis it
started growing but only in terms of self-estimation and
perception. In 2009 people thought that they were more
financially literate than before the crisis. However, when
they answer questions in the objective tests, a substan-
tial change in attitudes, knowledge and skills can hardly
be noticed.

Since the beginning of the 1990s and, especially after
the current economic and financial crisis, the issues of
financial education have risen on the agendas of differ-
ent actors in many countries in the world. The growing
complexity of financial products has become one of the
factors of the increased concern. On the one hand, a lot
of new retail products widen the scope of tools for in-
creasing the economic well being of individuals, on the
other — it has become the responsibility of individuals to
use them appropriately. However, many people still lack
the basic understanding of what matters for their fi-
nances. For example, the conversion of the pay-as-you-
go pension system into the current accumulative one
assumes that people save and invest money for their
retirement. However, it has become a common case in
many countries that individuals are saving too little for
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their pensions. Another example is the overcrediting on
credit cards which also indicates that financially illiterate
consumers are not making the good decisions for their
families and are undermining their economic security
and well-being.

Growing concern about the low level of financial literacy
resulted in the implementation of national strategies for
the promotion of financial literacy in many countries. In
Russia, such a strategy is about to be announced. To
make the national strategy more efficient one needs to
know the existing level of financial literacy of the indi-
viduals, the areas of their strengths and weaknesses as
well as their preferences and needs regarding the learn-
ing process. The main goal of this paper is to address the
issues of defining and measuring the concept of ‘finan-
cial literacy’ in all-Russian surveys as well as to reveal the
changes in the level of financial literacy of Russians dur-
ing the period 2008-2009 of the current financial crisis.
The first part of the paper discusses the conceptual and
operational problems in measuring the concept of ‘fi-
nancial literacy’ in consumer surveys. The second part
summarizes recent trends in the level of financial literacy
in Russia over the crisis period.

Even though we can find examples of empirical research
on financial literacy in the 1990s it is only in the early
2000s that the first attempts to elaborate standardized
instruments to measure financial literacy were made.
However, even today there is no agreement between the
scholars about both conceptual and operational defini-
tions of the ‘financial literacy’ concept (Huston, 2010,
p.296). Let us consider some of the debates in this field.

1.1 Financial literacy or financial capability?
The concept of ‘financial capability’ was developed in
the UK by the FSA which extended the concept of 'fi-

nancial literacy’ beyond the scope of financial knowl-
edge only to include behaviour and attitudes of people.
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The rationale for this approach was based on the idea
that if people do not practice what they know they can
not be considered financially literate. For example, if
people know that they have to keep track of their fi-
nances but they do not do that — this knowledge could
not be marked as an indicator of financial literacy. The
same approach can be applied to retirement savings,
provision for an unexpected expense, seeking advice
from an appropriate professional adviser before buying
financial products, taking individual responsibility for
financial decisions and etc. So, to assess financial literacy
one needs to assess the ability to apply knowledge to
take effective decisions in managing personal finances.

An interesting methodological question is whether the
similar approach can be used for measuring the level of
financial literacy in the institutional contexts of middle
and low income countries. At first sight it is obvious that
this should be generally true for all countries. However,
it is not so because of the peculiarity of the institutional
settings of the financial markets in these countries. Weak
financial markets institutions result in the lack of financial
savings or the presence of paternalistic attitudes of peo-
ple. However, this ‘deviant’ behaviour and ‘wrong’ atti-
tudes do not necessarily have to be considered as signs of
the financial illiteracy of people. For example, in volatile
financial markets and under high inflation rate the lack of
savings for retirement or not enough money provision for
unexpected expenses could be motivated by individuals'
risk aversion rather than by the lack of financial sophisti-
cation. When financial institutions are weak financial
literate people may prefer to rely on their social net-
works or collective actions based on paternalistic atti-
tudes as effective decisions regarding the use and man-
agement of money rather than individual financial
strategies. For example, a lot of small investors who
participated in the IPO of VTB bank later experienced
rapid decline of prices on their shares. Some of them
addressed the government to force the bank to buy their
shares back at a price which they bought them during
the IPO. In terms of financial literacy paradigm this is
clearly an example of illiterate behaviour since people do
not understand the individual responsibility for taking
financial decisions. However, if markets are manipulated
by powerful players, collective actions of minor share-
holders could be considered as effective financially liter-
ate response.

Since the National Foundation for Educational Research
(UK) defined financial literacy as “the ability to make
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informed judgments and take effective decisions regard-
ing the use and management of money” (Noctor et al,
1992) one has to accept the rejection to buy financial
products as a sign of financially literate behavior.

1.2 Attitudes or preferences?

In the previous section of this paper we argued that
behaviour may not be a proper indicator of financial
literacy in the middle and low income countries. But
what about attitudes? The term ‘financial capability’ was
introduced to emphasize that not just knowledge, un-
derstanding, practical skills but also proper attitudes
which were included into the concept.

In the light of the problem of defining the financial liter-
acy concept it is important to understand if ‘proper’
attitudes (savings for the rainy days, insurance against
the unexpected expenses, individual responsibility in
financial issues, etc.) to financial planning and savings
should be considered as part of a financial literacy con-
cept or they should be conceptualized as preferences
which economists usually assume as given and be ex-
cluded from this concept. One may argue that over-
crediting or saving too little may be considered as effec-
tive financial decision for consumers which are impatient
and deliberately acts in accordance with their impatient
preferences. The same argument may be developed for
risk tolerance and paternalism in financial issues. The
main question is whether in the process of measuring
financial literacy we can consider the lack of savings, risk
taking behaviour or paternalistic attitudes as signs of
financial illiteracy or it is better to assume that those
people act in accordance with their preferences and
nothing can be said about their level of financial literacy.
This approach is based on the concept of rationality in
Economics which assumes that individuals attain their
goals with the least possible costs, whatever these goals
may be. If a person aims at going bankrupt and does it
efficiently with overcrediting and risky investments his or
her actions cannot be considered as non-rational and
illiterate.

There are two ways of dealing with these questions. We
can assume that attitudes, since it is impossible to differ-
entiate between them and preferences, should be ex-
cluded from the concept of financial literacy and the
operationalisation should be based on the knowledge
and skills only. However, | think that we may do more
than taking into account that rational behaviour assumes
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logical consistency of individual preferences. The exam-
ple of a person who aims at going bankrupt on purpose
and does it efficiently with overcrediting and risky in-
vestments may be considered financially illiterate if he or
she nevertheless wants to secure his or her investments
by the state patronizing schemes because this will pre-
vent him or her from achieving the initial goal of going
bankrupt. To conclude, given perceived opportunities,
attitudes which prevent people from optimisation may
be considered as a part of financial literacy whereas
evaluation preferences from a normative standpoint (risk
tolerance or lack of savings or insurance) better to avoid.
To label behavior as financially illiterate because of the
inappropriate aim we will need to evaluate his or her
preferences from a normative standpoint which is diffi-
cult to justify. It is better if financial literacy will be a new
enlightenment, not a new religion — we therefore need
to focus more on how people seek information and
make decisions rather than if their attitudes are right
from the normative standpoint.

However, even if we focus on decision making process it
will quite difficult to judge whether decisions people
make are financially literally or not since people operate
in different social an economic circumstances and their
access to financial products varies. So the external ob-
server may not be aware of the hidden costs or hidden
utilities which people take into account when they make
financial decisions and the survey method has no possi-
bility to reveal these reasons.

1.3 Financial literacy or financial education?

Another important distinction should be made in the
component of financial knowledge. Financial literacy is
sometimes referred to as basics of financial education
ranging from basic budgeting to financial investments.
There are studies which found that people with major
degrees in Economics and Finance show better results in
management of personal finances. However, it is not
clear if there is a genuine influence of economic educa-
tion on personal finances or people who choose Eco-
nomics and Finance as their university degree are differ-
ent from other professionals by their social and eco-
nomic characteristics. If so if economic education will be
given to the general population it will not end up with
the same results.
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1.4 A concept of financial literacy and its opera-
tionalization

Huston (Huston, 2010) found out that over the last dec-
ade (between 1996 and 2008) there were 52 surveys in
which financial literacy was measured. Most surveys
were collected in the USA. The main conclusion of the
author was that “the majority of studies (72%) did not
include a definition of financial literacy. Although 15%
included some discussion beyond identifying the specific
elements in their measure, only 13% provided a formal
definition of the construct operationalized” (Huston,
2010, p.303).

The lack of attention to the definition and the operalisa-
tion of the concept of financial literacy during the latest
decade is explicable and unavoidable. Financial literacy is
not an easy concept to define even though intuitively it
seems to be quite clear what it is about. So during the
initial stage of research it was much more useful to
measure different aspects of financial capabilities in
different groups and setting to accumulate this informa-
tion for further conceptual work.

The model of ‘financial capability’ was developed within
the Adult financial capability framework by the FSA and
the Personal Finance Research Centre, University of Bris-
tol (Measuring financial capability: an exploratory study,
2005). Following FSA methodology ‘financial capability’
covers the following aspects:

“Managing money — which was primarily concerned
with being able to live within one’s means

M Planning ahead - which was required to cope with
unexpected events and to make provision for the long
term.

B Making choices — which involved being aware of the
financial products that were on offer, and being able to
choose those that were most appropriate to an individ-
ual’s circumstances.

M Getting help — which had two dimensions: self-
reliance and using third parties”. (Kempson, E., Collard,
S. and Moore, N., 2005, p. 3)

Managing money component was operationalized by

the questions on incomes and expenditures record keep-
ing, planning for ‘lumpy’ expenditure, such as quarterly
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or annual bills; and living within one’s means. Planning
ahead included preparations for dealing with an unex-
pected drop in income, or an unexpected expense, ac-
cumulating money for anticipated expenses; and savings
for retirement. Making choices questions collected in-
formation about how people monitor the products that
they hold; and choose products. Getting help explored
how people keep abreast of changes, use information
and advice, and deal with complaints.

The National Survey of nearly 1,500 American adults in
2009 which questions were partly based on the FSA
methodological approach reported that nearly half of
survey respondents reported facing difficulties in cover-
ing monthly expenses and paying bills (managing
money). The majority of Americans do not have “rainy
day” funds set aside for unanticipated financial emer-
gencies and similarly do not plan for predictable life
events, such as their children’s college education or their
own retirement (planning ahead). More than one in five
Americans reported engaging in non-bank, alternative
borrowing methods (such as payday loans, advances on
tax refunds or pawn shops). Few appear to be knowl-
edgeable about the financial products they own and
62% of individuals said that, when obtaining their most
recent credit card, they did not collect and compare
information about cards from more than one company
(making choices). Low levels of financial literacy of
Americans - lack of ability to understand basic financial
concepts such as the importance of retirement savings,
and poor judgment in borrowing decisions — were re-
vealed in other surveys as well (Lusardi & Mitchell, 2007,
Lusardi & Tufano, 2009).

In Australia the surveys which uses an operational defini-
tion of financial literacy in the form of a framework
developed in the UK reveals that Australians generally
are financially literate (ANZ Survey of Adult Financial
Literacy in Australia, 2008). However, it is quite difficult
to compare the level of financial literacy in Australia and
US since there are very few questions to compare. The
survey shows that the majority of Australians have sav-
ings and make provisions for their retirement, very few
are engaged in non-bank borrowing, are well informed
about their consumer rights and obligations. There are
certain groups who lack knowledge on financial issues.
Financial literacy was well below the total sample aver-
age among those aged 70 years or over and a bit less
among those aged 18-24 years. Individuals with a uni-
versity degree got higher scores than those who did not
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go beyond Year 10. Financial literacy scores were lower
among the unemployed, those whose main source of
income was a government benefit or payment, those
with less than $2,000 in savings and investments, those
with household incomes of less than $25,000 per an-
num, those from areas exhibiting the greatest socio-
economic disadvantage and those who do not use the
internet.

Another important component of the concept of finan-
cial literacy is questions on financial arithmetic originally
designed by Lusardi and Mitchell (2006, 2008) for the
2004 health and retirement survey (HRS) and later were
used to measure financial literacy in many surveys across
the world. The questions tested the understanding of
nominal and real interest rates, compounding, and the
ability to compare absolute and relative values. For ex-
ample, in 2005 in the National survey in the UK respon-
dents were asked the following question: ‘If the inflation
rate is 5% and the interest rate you get on your savings
is 3%, will your savings have at least as much buying
power in a year's time?’ to assess their understanding of
nominal and real values. More than one in five (21 per
cent) of all respondents did not give the correct answer,
this figure almost doubled amongst 18- to 20-year-olds -
41 per cent of whom did not answer correctly (Atkinson,
A., McKay, S., Kempson, E. and Collard, S., 2006).

The third very important measure of financial literacy is
linked to the self-assessment of level of financial literacy.
Many surveys verified that consumers often think they
know more about financial issues than they really do.
Respondents in the United States, the United Kingdom,
and Australia feel confident in their knowledge of finan-
cial issues even though when given a test on basic fi-
nance it is clear they have only a limited understanding
of these issues. If they do not realise they need informa-
tion, they will not be in a position to seek it (OECD,
2005). When asked to assess their financial knowledge,
37 per cent of Americans in 2009 rated their financial
knowledge at the high end of the scale.

Based on the general acceptance of the idea that finan-
cial literacy is a “meaning-making process” and that
financially literate individuals are able to obtain, under-
stand and evaluate the relevant information necessary to
make financial decisions with an awareness of the likely
financial consequences (Mason and Wilson, 2000) it is
necessary to measure knowledge and skills the lack of
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which may prevent consumers from taking effective
decisions. What are those indicators?

A habit of keeping personal financial records could
be one of them. This is a very important skill which
forms the basis of financially literate behaviour. Money
tracking helps to optimise spending but what is even
more important — without it planning for long term
goals is not possible.

An ability to read and to understand the text of the
contract before signing it. For example, when taking
out a loan one needs to understand while reading a
contract if his/her interest rate is fixed or floating, what
the size of effective interest rate compared to the de-
clared one is, what the penalties are if s/he delays the
monthly payment, etc.

A practice to shop around and compare offers from
different financial providers in terms of costs and
benefits of their products before purchasing. When
people do not collect and compare information they
tend to engage themselves in less profitable financial
strategies. Shopping around indicates the ability to make
informed financial decisions. People may not shop
around for particular products if they use professional
financial advice. However they need to be able to differ-
entiate between independent advisers and those who
‘hide the cost of their advice’ behind the cost of the
products they sell.

An understanding of personal rights and obliga-
tions in using financial products. People may think
that they can stop paying back their loans because of
such externalities as financial crisis, or they may believe
that they may cheat the bank because the bank cheated
them by putting into the contract (which they did not
read) of higher interest rates than they saw in the adver-
tisements.

Knowledge of the existence and the rules of the
state deposit insurance in banks. If people do not
know that deposits in banks are insured against the risk
of the bankruptcy of a bank or think that not only bank
deposits but also mutual funds’ investments or savings in
credit unions are covered by this scheme they may
wrongly estimate the risks attached to these products.

Ability to discern the indicators of a financial fraud
if a company claims to offer high and risk-free
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rates of return on their financial products. It not a
sign of financial illiteracy if people are engaged in these
“high vyield investments” being aware of their Ponzi
scheme nature. Financial illiteracy becomes obvious if
they are misled by high returns which they consider to
be risk-free.

Safe usage of payment cards — not writing the PIN-
code on their bank card in order not to forget it. In
this case, they risk jeopardizing their financial well-being
if, e.g. the card is stolen or lost. In Russia in 90% of
cases banking plastic cards are issued by banks as a part
of the contracts with enterprises which pay wages
through them. Employees are given these cards but
many of them do not use them except for taking their
money from the ATM once a month. The problem is that
they have is to remember the PIN-code. That is why they
write it on the card in order not to forget it in one
month period.

This is not an exhaustive list of indicators of financial
literacy rather few examples of those indicators which
are not interfering into the sphere of individual prefer-
ences.

It is also necessary to measure how people assess their
level of financial literacy subjectively and to compare
these estimates with the results of the objective tests. If
the results of both subjective assessments and objective
tests are low but consistent this is @ minor problem. The
worst situation is when the subjective grades are much
higher than the objective ones. This indicates that people
overestimate their abilities to control their finances.

Apart from measuring the level of financial literacy it is
very important to reveal what people want to know and
from whom they want to learn. These questions are
necessary in the surveys for the proper targeting of the
programs of financial enlightenment, especially for
adults. It is difficult to teach adults what they do not
want to know or what they do not think is important to
know.

1.5 The methodology of the research

The all-Russian cross-section survey data have been col-
lected for almost two years. The first survey was under-
taken in July 2008, on the eve of the financial break-
down, the last one dates from August 2010. The word-
ing of questions as well as the sampling design was kept
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the same during the period of measurement. In each
survey 1600 respondents were interviewed face-to-face
at 140 sampling points in 42 regions of Russia. The total
sample size has a sampling error £3.4% estimated at the
95% level of confidence. The samples reflect the charac-
teristics of the Russian population aged 18 years or over
(see Appendix 2, Table 1).

1.6 Some of the key findings
These are some of the key findings:

Less than half of the Russians keep systematic accounts
of their individual finances and their number has fallen
during the years of the crisis (2008-2009). Why? Intui-
tively one may suppose that in the time of crisis incomes
fall and in the view of the uncertainty about the future
incomes more people prefer to keep control over their
finances. However, this logic contradicts the results of
the observations — we observe the falling rate of indi-
viduals who keep their family budgets. One of the possi-
ble explanations is that keeping a budget is an appropri-
ate tool for reaching long term financial goals. If in-
comes do not fall (which is the case in Russia) the need
for budgeting is declining since people do not experi-
ence the difficulties in making the ends meet. While in
the presence of higher uncertainty they postpone big
purchases for better times.

Figure 1: Keeping record of family budgets, % of all
respondents (N=1600) see Appendix 2

The wording of the question: Is your family used to keeping
records of income and expenditures? Look at the card and
say which option is the most accurate description of your
(your family’s) practice?

Many consumers (27% in November 2009) did not read
or did not understand the text of the contract before
signing it. If taken as a percentage from those who had
an experience of signing the contract 2 out of 5 did not
read or understand the contract before signing it.
Probably the percentage of people who sing contracts
without understanding is higher since we can not be
sure that those who answered that they understand may
be mistaken. The situation has not much changed in
August 2010 when the same question was asked again.
There is a slight reduction in the proportion of those
who signed the contract without reading or understand-
ing it — 21% compared to 27% - however it happened
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at the expense of rising the number of people who had
no experience in signing the contract or those for whom
it was difficult to answer this question.

Figure 2: Reading the contracts before signing it, %
of all respondents (N=1600) see Appendix 2

The wording of the question: When buying financial prod-
ucts do you read or you do not read the contracts before
signing them? Look at the card and say which option is the
most accurate description of your practice?

Before the crisis four out of ten never compared terms
and conditions offered by various sellers of financial
products. During the crisis this is the only one indicator
that has slightly changed for the better: in February
2010 only 16% said that they never compared terms
and conditions offered by various sellers of financial
products. This change could be considered even more
optimistic if the percentage of those who were at a loss
had not doubled.

Figure 3: Comparing terms and conditions offered
by various companies when using financial ser-
vices, % of all respondents (N=1600)

see Appendix 2

The wording of the question: How often do you compare
terms and conditions of the financial service offered by vari-
ous companies when buying financial products?

In case of a conflict with a financial industry organization
(a bank or an insurance company) three out of four do
not believe in a fair resolution of their problem. Which
means that people either do not know their rights as
consumers when they buy financial products or they do
not think that their rights are secured by the state or
market institutions. There is some positive dynamics
between June 2008 and November 2009 which may be
linked with the fact that those people who on the pick
of this crisis wanted their money back could get it due to
the existence and adequate work of the system of state
deposit insurance.

Figure 4: Having confidence in a fair resolution of a

conflict when using financial services, % of all re-
spondents (N=1600) see Appendix 2
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The wording of the question: In case of a conflict with a
financial industry organization (a bank or an insurance
company) are you sure that it will get a fair resolution?

The majority of consumers can not differentiate between
a fraud scheme and non-fraudulent financial company.
Only one in four was right in pointing to a company
which was not a bank but offered a fixed high rate of
return on the investments. During the crisis people did
not manage to understand these issues better. What is
also interesting is that in November 2009, a year after
the beginning of the crisis, there was a bigger percent-
age of people for whom it was difficult to say which
company to suspect. Since in February 2010 the struc-
ture of answers returned to the pattern which was simi-
lar to the one in December 2008, it means that people’s
answers to this question are influenced by their esti-
mates of the market stability rather than measure their
knowledge on the indications of frauds.

Figure 5: Suspecting fraud, % of all respondents
(N=1600) see Appendix 2

The wording of the question: Imagine that you want to
invest money on financial market and while looking for a
better option you found out a number of offers. Could you
please say which one in your opinion looks like a fraud
scheme?

People in general do not know and do not understand
how the state deposit insurance scheme works. This was
completely unexpected result for me as a researcher. The
highest percentage of people who reported that they
had heard about it was achieved in November 2008, in
the period of the liquidity crisis when Russian govern-
ment tried to prevent the bank run: almost 80 per cent
of Russians said that they know about the state deposit
insurance system. While in February 2010 a half of con-
sumers reported that at that moment it was the first
time when they heard about this system. It means that
people’s estimation of knowledge and understanding is
rather superficial — only a good media campaign can get
people remembering about these issues.

Figure 6: Knowledge of the State Deposit System,
% of all respondents (N=1600) see Appendix 2

The wording of the question: How well do you know what
the State deposit insurance system is?
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The lack of knowing and understanding of the state
deposit insurance system is confirmed by the results of
the objective test. In order to find out if people know
that the state insures deposit in banks only I asked them
if the know what kinds of losses are covered by the state
insurance system? Only 22-23% respondents gave the
right answer that only deposits in banks were insured by
this system.

Figure 7: Understanding of what kinds of losses are
covered by the state insurance system, % of all
respondents (N=1600) see Appendix 2

The wording of the question: Do you know what kinds of
losses are covered by the state insurance system?

Even though the objective tests show that the level of
financial literacy has not changed over the crisis period
and for some indicators it has even declined, the subjec-
tive self-assessment of the level of financial literacy has
grown during the period of financial crisis. If our objec-
tive tests measure the important indicators of financial
literacy this is an alarming result of the growing overcon-
fidence of Russian consumers. Why did people start to
perceive themselves as more financially literate during
the crisis? | think that it comes from the growing volume
of financial information which people were exposed to
during the financial crisis. As this is the most important
event covered by the Russian and international mass
media it is more likely to catch the attention of consum-
ers. Being bombarded by this information people started
perceiving themselves as more financially literate. When
the scope of information in mass media reduced the self-
estimation again went down.

Figure 8: Subjective assessment of the level of fi-
nancial literacy, % of all respondents (N=1600)
see Appendix 2

The wording of the question: Do you consider yourself to be
a financially literate person? Please evaluate your knowl-
edge and skills using a five-point system, as the one at
school, where 1 stands for the complete absence of knowledge
and skills in management of personal finances and 5 stands
for excellent command of the subject in question.

What do people want to know about financial matters?
We asked people about the most important topics they
would like to get information about to increase their
level of financial literacy. The respondents were given
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the long list of possible options covering different as-
pects of financial issues. The majority of people were not
interested in getting information on stock market and
specific financial products like bank credits, deposits,
insurance products, mutual funds, mortgage and the
like. Only three options interested more than a half of
respondents (index of the interest to the topic above
zero). On the top of the list people put information on
consumer rights protection. The second place was given
to the tips about reading and understanding contracts.
The top list was closed with the information on how to
make savings for the retirement.

How can we improve financial literacy of the general
public? If we want to increase their financial literacy first
of all we need to focus on issues of consumer rights
protection and prevent programs from turning into out-
right ‘advertising’ campaigns for certain products and
services. If consumers are better informed about their
rights they will be more likely to take more effective
decisions.  Educational programs on consumer rights
protection could be used as a trigger for further devel-
opment of financial capability.

Figure 9: Topics which people are interested in to
increase their level of financial literacy (N=1600)
see Appendix 2

1.7 Conclusion

The aim of this paper was to compare and analyze the
changes in the level of financial literacy of Russians dur-
ing the period 2008-2010 in the period of global finan-
cial crisis. Following the idea that the concept of ‘finan-
cial literacy’ should not be limited to financial knowledge
only and has to be extended it to include behavior and
attitudes, | argued that in the institutional context of
Russia the lack of financial savings or the presence of
paternalistic attitudes of people do not necessarily have
to be considered as signs of the financial illiteracy of
people.

Based on the idea that financial literacy is a “meaning-
making process” | propose to operationalise this concept
by measuring knowledge and skills the lack of which
may prevent consumers from taking effective decisions.
For example, the lack of understanding of how the state
insurance system works, or the absence of practice of
keeping tracks of family expenditures and incomes, etc.
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The estimations of financial literacy indicators made on
the basis of all-Russian surveys show that the level of
financial literacy of Russians is very low. During the crisis
it started growing but only in terms of self-estimation
and perceptions. In 2009 people thought that they were
more financially literate than a year before. However,
when they answered questions in the objective tests a
substantial change in attitudes, knowledge and skills
could hardly be noticed.

Olga Kuzina is an Associate Professor in Economic So-
ciology at the National Research University Higher School
of Economics and the General Director of the National
Agency for Financial Studies. She holds a candidate in
Economics from the Institute of Economics of the Rus-
sian Academy of Science (1997) and PhD in Sociology
(2007) from the University of Essex, UK. She works on
economic sociology, the economics and sociology of
financial behaviour of households, and financial literacy.
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Appendix 1

1 Is your family used to keep records of income and
expenditures? Look at the card and say which option is
the most accurate description of your (your family’s)
practice? <ONE CHOICE> Card #1

Interviewer: If a respondent has any problems with
defining a family, then explain that a family is inter-
preted as a household or a group of people who share
revenues and expenditures.

1.1 Yes, we keep records of everything, entering all
revenues and all expenditures

1.2 Yes, we keep records of everything, but not all reve-
nues and expenditures are entered

1.3 No, we don't keep records of everything, but we
know in general how much money is received and spent
during a month.

1.4 No, we don’t keep records of family’s resources, and
we don't have even a vague idea of how much money is

received and spent during a month

99 | find it difficult to answer this question

2 When buying financial products do you read or do you
not read the contracts before signing them? Look at the
card and say which option is the most accurate descrip-
tion of your practice? <ONE CHOICE>

2.1 Sign after reading the contract carefully and making
clear that | understand what it says, if it is necessary |
consult with the third party.

2.2 Sign after reading the contract regardless of
whether | understand it or not, do not consult with the
third parties.

2.3 Sign without reading, rely on what the seller said.

2.4 Do not have an expirience of signing such contracts.

99. | find it difficult to answer this question.
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3 How often do you compare terms and conditions of
the financial service offered by various companies when
buying financial products?

3.1 Always

3.2 Sometimes

3.3 Seldom

3.4 Never

99 | find it difficult to answer this question

4 In case of a conflict with a financial industry organiza-
tion (a bank or an insurance company) are you sure that
it will get a fair resolution of the dispute? < ONE
CHOICE>

4.1 completely confident

4.2 rather confident

4.3 50/50

4.4 not quite confident

4.5 completely unconfident

99 | find it difficult to answer this question

5 Imagine that you want to invest money on financial
market and while looking for a better option you found
out a number of offers. Could you please say which one
in your opinion looks like a fraud scheme?

5.1 A bank which offers 12% interest rate on deposits

5.2 Mutual fund which announced about 35% increase
of its shares during the previous year

5.3 Financial organisation which promises to pay a 35%
interest rate on your investments in one year time

5.4 Bank mutual fund of asset management which of-
fers certificates on share holding
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5.5 Non of the mentioned
5.6 All mentioned
5.7 Difficult to say

99 | find it difficult to answer this question

6 How well do you know what the State deposit insur-
ance system is?

6.1 Know everything about it

6.2 Know roughly about it

6.3 Heard about it but cannot say anything specific
6.4 It is the first time when | hear about it

99 | find it difficult to answer this question

7 Do you consider yourself to be a financially literate
person? Please evaluate your knowledge and skills using
a five-point system, as the one at school, where 1 stands
for the complete absence of knowledge and skills in
management of personal finances and 5 stands for ex-
cellent command of the subject in question. < ONE
CHOICE>

No knowl- | Unsatisfactory | Satisfactory | Good Excellent
edge and | Knowledge

skills and skills and skills and skills and skills

knowledge | Knowledge | Knowledge

99 | find it difficult to answer this question

8 Currently many organizations related to capital mar-
kets declare their preparedness to deal with improve-
ment of financial literacy of the people. What kind of
trainers do you see as the most suitable to deliver finan-
cial literacy program? Card # 2 Not more than 3 choices
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| would like the program to be delivered by employees
of:

8.1 a commercial bank
8.2 pension fund and/or insurance companies
8.3 unit investment funds (management companies)

8.4 non-government organizations or public organiza-
tions involved in consumer rights protection

8.5 government entities regulating these markets

8.6 higher education institutions of economic and finan-
cial profile

8.7 independent financial consultants
8.8 mass media (journalists and TV presenters)
8.9 other people (what kind?)

99 | find it difficult to answer this question

9 Can you identify any of the following as a pyramid
scheme? < ONE CHOICE>

9.1 A bank which offers 12% deposit interest rate

9.2 Mutual fund reporting 35% returns over the last
year

9.3 A financial organization guaranteeing 35% growth
of investments per year

9.4 Bank mutual fund of asset management which of-
fers certificates on share holding

9.5 None of the above
9.6 All of the above

99 | find it difficult to answer this question
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100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

m Difficult to answer

W No, we do not track incomes and expenses and | (we)
do not have an idea of how much | (we) get and spend

m No, we do not track incomes and expenses , but | (we)
have a genaral idea of how much | (we) get and spend

W Yes, we track our incomes and expences but not all of
them

M Yes, we track all our incomes and expences

Figure 1 Keeping record of family budgets, % of all respondents (N=1600)

Nov.2009 Aug. 2010
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70%
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50%
40%
30%
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0%

m Do not have an experience of signing such contracts

m Sign after reading the contract carefully and making clear that
understand what it says, if it necessary | consult with the third
party

m Sign after reading the contract regardless of whether |
understand it or not, do not consult with the third party

m Sign without reading, rely on what the seller said

| Difficult to say

Figure 2 Reading the contracts before signing it, % of all respondents (N=1600)
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Figure 3 Comparing terms and conditions offered by various companies when using financial services, % of all respondents (N=1600)
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m Rather confident

W 50/50

m Not quit confident

m Completely unconfident

H Difficult to say

Figure 4 Having confidence in a fair resolution of a conflict when using financial services, % of all respondents (N=1600)
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35% growth of investments in one year
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50% ® A bank which offers 12% annual
deposit interest rate
40%
® Mutual fund reporting 35% returns
30% over the last year
20% B None of the above
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m All of the above
0% T
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Figure 5 Suspecting fraud, % of all respondents (N=1600)
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Figure 6 Knowledge of the State Deposit System, % of all respondents (N=1600)
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Figure 7 Understanding of what kinds of losses are covered by the state insurance system, % of all respondents (N=1600)
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Figure 8 Subjective assessment of the level of financial literacy, % of all respondents (N=1600)
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Table 1: Final Samples by Social and Demographic Characteristics

43

Official June 2008 December 2008 November 2009 Februar 2010 August 2010 November 2009
Statistics
2008
Gender
Male 46 45 46 46 45 45 45
Female 54 56 54 54 55 55 55
Age
18-24 19 14 15 15 15 14 15
25-34 18 18 19 19 19 20 19
35-44 16 20 17 17 17 17 17
45-59 27 27 28 29 28 28 29
60+ 20 21 21 20 21 21 20
Education
Primary and 9 10 7 8 10 8
Post-Primary
General 31 33 27 33 33 32
Secondary
Specialised 38 33 44 38 37 37
Secondary
Tertiary and 22 24 22 21 20 22
Incomplete
Tertiary
Region
Central 26 26 26 28 26 26
North-West 10 10 10 10 9 10
South 16 16 16 16 10 16
Volga 21 21 21 21 21 21
Ural 9 9 9 9 9 9
Siberia 1" 10 14 14 14 14
Far East 7 8 5 3 5 5
North Caucasus — — — — 6 —
Type of
Residence
Moscow and 11 " " "1 " 10
St. Petersburg
500.000+ 17 19 20 18 18 17
100.000- 19 18 18 19 19 20
500.000
Less than 26 26 24 26 25 26
100.000
Rural Areas 27 27 26 27 26 27 27
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Book: Aspers, Patrik, 2010: Orderly Fashion. Princeton:
Princeton University Press.

Reviewer: David Dequech, State University of Campinas,
Sao Paulo, Brazil, dequech@mpifg.de

In his most recent book, Orderly Fashion, Patrik Aspers
examines order in markets, through a detailed study of the
global fashion industry, focusing on branded garment
retailers, which sell clothes to final consumers. Examples
include C&A, Gap, H&M, and Zara. While relying on em-
pirical work based on observations and interviews, the
book aims to contribute not only to the field of fashion
studies, but also to sociological theory more generally and
to economic sociology, especially regarding markets. With
solid empirical research, an extensive, 20-page bibliogra-
phy, and the ability of its author, the book succeeds in
making valuable contributions to all these fields.

I will not summarize the book here. Aspers does it nicely,
providing a summary at the end of each of the first six
chapters and then discussing in Chapter 7 the findings of
the book as a whole, before adding some final reflections
on partial orders and their interrelations. The book also
contains five appendices.

Aspers defines order ‘as the predictability of human activi-
ties and the stability of social components in relation to
each other’ (p. 7). He studies markets as partial orders,
limited in range but not necessarily local. These economic
partial orders depend on other markets, as well as on
noneconomic partial orders. Aspers adopts a social con-
structivist perspective: partial orders, including markets, are
social constructions, i.e., meanings that result from social
interaction and become entrenched (pp. 8-9). ‘A central
condition of the existence of partial order is that people
perceive and act in such a way as to furnish evidence of
such an order’ (p. 171). This indicates an anti-realist stance,
which is perhaps more clearly suggested when Aspers
includes ‘the realist assumptions despite claims of social
constructivism’ among the ‘shortcomings of contemporary
sociology’ (p. 5. See also p. 209, n. 7). At the same time,
however, Aspers acknowledges the pertinence of ‘the
question of ontological order’, which ‘remains to be ad-
dressed’ (p. 166). Be it as it may, the tensions between
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realism and social constructivism do indeed deserve greater
attention.

The book highlights the contribution of identities, prod-
ucts, and values to order in the fashion industry markets.
Some of these markets are classified as ‘status markets’,
where ‘order is maintained because the identities of actors
on both sides of the market are ranked according to
status, which is a more entrenched ... social construction
than the thing ... traded in the market, namely fashion
garments’ (p. 16; also pp. 58-60, specifically on the
branded garment retailers’ consumer market).

This contrasts with ‘standard markets’, such as the produc-
tion markets for garments, in which the branded garment
retailers buy the products (pp. 144-146). The book also
investigates order on the financial side of the fashion busi-
ness, again focusing on the branded garment retailers, but
now examining their relations with their investors in the
stock market, which is another standard market. Aspers
wants to bring closer together the sociological research on
financial and producer markets, showing how these differ-
ent markets in which the branded garment retailers oper-
ate are interconnected.

Fashion is an interesting topic for economic sociologists as
well as institutional economists (even for those who con-
sider the fashion world as vain and despise it for that), not
least because it involves both imitation and stability, on the
one hand, and innovation and change, on the other. Fash-
ion is not only shared for social reasons, but, more specifi-
cally, the fact that others are wearing a given type of
clothes is for many individuals a major reason for one to do
the same. Aspers’ work can be used here to add that this
happens in the fashion consumer market when the others
are of the right type (p. 53), that is, significant others (p.
52), characterized by a high status. This is a selective ver-
sion of a property of conventions that we may call confor-
mity with conformity (Dequech, 2011). The consumption
of fashion garments may also involve negative network
externalities, as Aspers (p. 206, n. 10) remarks. | believe
this may occur after a certain number of other users has
been reached, again depending on the type of these other
users.
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The essence of fashion is, however, to change from time to
time. Oscar Wilde captured this aspect when he stated that
‘fashion ... is a form of ugliness so intolerable that we have
to alter it every six months’ (1887: 205-206). Aspers’ study
intends to show, among other things, 'how order and
change are interrelated’ (p. 2). In my view, it does so when
discussing the very notion of fashion: ‘only when the social
structure of identities is relatively more entrenched than
the object, and when a change of garment styles takes
place, can one talk of fashion’ (p. 166). Conceptually,
therefore, Aspers links fashion both to order based on the
principle of status, in the consumer market, and to change.
He has reason to hope that his theoretical ideas on this will
also prove useful in the study of fashion regarding objects
other than clothes (p. 166).

To conclude, this is a very stimulating, well researched and
well-written book, which deserves to be read by those
interested in fashion, economic sociology and/or sociology
in general.
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Book: Karpik, Lucien, 2010: The Economics of Singularities.
Princeton: Princeton University Press.

Reviewer: Monika Krause, University of Kent, United King-
dom, m.krause@kent.ac.uk

How is economic value created out of something that is
unique? Lucien Karpik's new book on The Economics of Sin-
gularities (Princeton University Press 2010) invites us to take
this question seriously and put it at the very centre of a sociol-
ogy of markets. He shows us that this problem of making
uniqueness marketable is a problem for actors in many fields
of business and he shows that this is not a trivial problem.
With exemplary care and knowledge, Karpik shows us how
conventional economists have tried to explain the problem
away and he makes us marvel at the devices people employ
to confront it.
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These devices help consumers choose between products they
cannot know in advance and they help to reduce risk for
producers who cannot know what people will like. Consider,
for example, the guides that explain and rate fine wines, the
names that brand recordings of classical works, or the adver-
tising budgets that accompany big blockbuster movies.

Karpik writes the book about what he conceptualises as a
specific kind of market: markets in singularities. Singularities,
as Karpik defines them, are multidimensional and their dimen-
sions are dependent on each other; singularities are uncertain
and singularities are incommensurable.

Karpik does not tell the somewhat familiar story of how
commensuration and standardization, rankings and ratings
erode uniqueness. Instead, as Karpik shows, in the rise of new
products — and especially the rise of new symbolic products —
over the past decades, forms of standardisation and forms of
singularisation have gone hand in hand within many markets.

In demonstrating the role devices play in cases where markets
are constructed against the odds - the book is an important
contribution to economic sociology. In the best traditions of
defamiliarisation, the book is also a beautiful book.

The book raises an important question for future comparative
work on markets. | wonder whether what Karpik says about
markets for singularities is not an even more general feature
of markets than he suggests. Karpik makes claims specifically
about the economics of singularities as though that was a
distinct category. But is it? Is Karpik's analysis about a specific
corner of the world while we can leave the rest to more con-
ventional modelling? If it were not, this, in some way, would
makes us lose the central category of Karpik’s contribution,
but it would make his work a basis for a comprehensive re-
thinking of how empirically and comparatively different mar-
kets are constructed.

The problem of uniqueness, in some forms, seems irreducible
as a property of many more markets than Karpik suggests.
Any given lightbulb is unigue, as one will notice if one has
only one and it breaks after dark. There is some kind of quality
uncertainty about that lightbulb (- but not perhaps about web
content). Every person is also unique and his or her needs
subject to interpretation, so that my enjoyment of any given
product is to some extent contingent and unpredictable, even
to me.

On the other hand, of course, lightbulbs are more similar to
each other in some ways than, for example, Sex and the City
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and Toy Story are to each other. And — and this is Karpik's
point - my enjoyment of any given bar of chocolate is proba-
bly less uncertain than my success with any given psycho-
therapist.

Is singularity-ness, then, a question of degree? It might not be
that easy to separate the problem of these fundamental forms
of uniqueness, call them ontological, from the kind of
uniqueness Karpik is most interested in. In the case of the
original art painting, ontological uniqueness is central to its
value as well as uniqueness of meaning. In many products the
problem of uniqueness re-occurs on different levels, such as
with wines in the unique bottle, the year, the brand, the pro-
ducer, the type etc. Do we need to compare the lightbulb to
an individual copy of “Sex and the City” or to “movies” or to
“entertainment products”? If there is uniqueness on different
levels within one product, how do they relate to each other
and how are these managed in market-construction?

Karpik distinguishes different regimes within the economics of
singularities, such as the authenticity regime, organizing the
market for fine wines for example, the mega regime, operat-
ing for mega films and mega brands, or the expert opinion
regime, expressed in literary prizes. We might want to build
on this taxonomy of regimes to include the regimes for those
products that are the least singular in the same type of analy-
sis, rather than start from the assumption that this is a sepa-
rate corner of the world altogether.

Book: John B. Thompson, 2010: Merchants of Culture.
The Publishing Business in the Twenty-First Century. Cam-
bridge: Polity Press.

Reviewer: Gisele Sapiro, CNRS-CESSP, Paris, sapiro@msh-
paris.fr

One of the oldest cultural industries, the book industry
underwent major changes since the 1980s. John Thomp-
son'’s sociological inquiry within the Anglo-American pub-
lishing world seeks to understand these changes. Based on
close to 200 interviews and on a large statistical data pro-
duced by professional bodies, this inquiry fills a gap. While
Pierre Bourdieu, who partly inspired this project, dedicated
his last empirical survey to French publishing (Bourdieu,
1999), no in-depth research had been conducted on the
Anglo-American publishing since the seminal book by
Coser, Kadushin and Powell (1982). Thompson borrows
freely from Bourdieu the concept of field to explore the
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publishers’ world. Though he makes a more interactionist
use of it than Bourdieu himself, this concept allows him to
describe the structure of the field, mainly the opposition
between the pole of large-scale production and the pole of
restricted production, as well as the mechanisms by which
the belief in the value of a book is produced.

Three factors explain, according to Thompson, the major
changes within the book industry. First, the growth of the
retail chains: between 1993 and 2003, their share in the
American book market rose twofold, from 23% to 50% of
the retail sales, while the independent bookstores fell from
24% to 16% (and to 13% in 2006, because of the rise of
Amazon, which had reached 11% in 2006). In parallel way,
the chains abandoned their backlist policy (keeping a large
supply of books published earlier) in order to concentrate on
new publications and on “brand names” of successful au-
thors.

The second factor of change is the increasing role of
agents in the book market and a change in their social
recruitment: new practices of “advocacy” were developed
by agents coming from other fields, especially law, who
claimed that the more the publishers would pay advances
on fee for a book, the more he will make an effort to pro-
mote it. This policy induced a burst in the costs of the book
production.

The third factor identified by Thompson is the merging of
firms in large conglomerates, which tend to become inter-
national. Originally, this process was partly due to the
departure of the generation of the founders in the 1960s
and the problems their firms were confronting. Conglom-
erates function according to two idealtypical models: the
centralized one, which prevailed in the first phase, and the
federal one, which arose in the second one. In the latter,
the objective of rationalizing the costs is limited by the will
to maintain some diversity in order to guarantee a certain
level of creativity: the imprints are allowed a relative
autonomy in their publishing policy as far as they are prof-
itable.

Though providing a more nuanced picture of these evolu-
tions, Thompson confirms the idea that the strengthening
of economic constraints and the overproduction lead to a
reduction of the supply of books available on the market,
instead of enlarging it. In @ more and more risky market
(the risk being intrinsic to the industry of prototypes), un-
certainty is reduced thanks to brand names (such as
Stephen King, John Grisham or Patricia Cornwell) and
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backlist books, which still play a significant, albeit varying
role according to the publishing house (from 20% to 75%,
the average being around 30-40%). Publishers and agents
tend to look more and more for “big books”, which will
be large best-sellers.

In this concentration process, the number of middle-size
publishers has decreased, and they are confined to niches
like health, religion or youth. On the contrary, there are
more and more small publishing houses, thanks to the
lower costs of access to this trade. Thus the evolution rein-
forces the dual structure of the field described by
Bourdieu: on one side, the law of profit, on the other,
what Thompson calls an “economy of favours” based on
elective affinities, cooperation, voluntary work, the idea of
a mission.

The role of social capital is not specific to this economy of
favours. Thompson shows for instance how the social
capital of the agents in the media can extend the author’s
“platform” (his expected audience according to his posi-
tion with regards to the media). Thompson also provides
indicators of the impact of methods of diffusion and of
instances of consecration on sales: while the impact of
literary criticism has dramatically fallen, TV shows like
Oprah Winfrey in the US or Richard and Judy in the UK
have the highest.

Though the author does not discuss the consequences of
his findings from a broader perspective of economic soci-
ology, much could be drawn from it. It would also have
been interesting to relate the changes in the publishing
industry with the broader economic evolutions, since num-
ber of the phenomena described, like merging/acquisition
or internationalization of firms, are not specific to the book
market. Regarding the functioning of the field of publish-
ing, one can regret that, like in many surveys of economic
sociology, there is no more reflection on the forms of in
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teraction between social, cultural and economic capital.
Along the same lines, beyond differences in the economic
functioning, the modes of accumulation of symbolic capital
at the two poles of the field would require a more system-
atic comparison. Bourdieu (1977) distinguishes the accu-
mulation of symbolic capital on the long run through the
recognition by the peers and by specific instances of con-
secration from quick sales on the short-run. Though ap-
parently similar to the symbolic capital enclosed in the
names of consecrated authors, brand names in the pub-
lishing industry are typical of the economy of the star sys-
tem. Attention to the case of authors in translation, which
are infamously underrepresented (not to say absent) at the
pole of large-scale production in the Anglo-American book
market, but highly promoted by small publishers, might
have provided some insights on this question. All these
questions and remarks are brought about by the richness
of Thompson's analysis, by his fascinating ethnographical
descriptions and by the remarkable clarity of his demon-
stration. It shows the benefit that economic sociology
could derive from the study of cultural industries.
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