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Abstract: 
Individuals are increasingly in charge of their own financial security after retirement. But how well-equipped 
are individuals to make saving decisions; do they possess adequate financial literacy, are they informed 
about the most important components of saving plans, do they even plan for retirement? This paper shows 
that financial illiteracy is widespread among the U.S. population and particularly acute among specific 
demographic groups, such as those with low education, women, African-Americans, and Hispanics. 
Moreover, close to half of older workers do not know which type of pensions they have and the large 
majority of workers know little about the rules governing Social Security benefits. Notwithstanding the low 
levels of literacy that many individuals display, very few rely on the help of experts or financial advisors to 
make saving and investment decisions. Low literacy and lack of information affect the ability to save and to 
secure a comfortable retirement; ignorance about basic financial concepts can be linked to lack of 
retirement planning and lack of wealth. Financial education programs can help improve saving and financial 
decision-making, but much more can be done to improve the effectiveness of these programs. 
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Abstract: 
We apply the collective consumption model of Browning, Chiappori and Lewbel (2006) to analyse 
economic well-being and poverty among the elderly. The model focuses on individual preferences, a 
consumption technology that captures the economies of scale of living in a couple, and a sharing rule that 
governs the intra-household allocation of resources. The model is applied to a time series of Dutch 
consumption expenditure surveys. Our empirical results indicate substantial economies of scale and a 
wife's share that is increasing in total expenditures. We further calculated poverty rates by means of the 
collective consumption model. Collective poverty rates of widows and widowers turn out to be slightly lower 
than traditional ones based on a standard equivalence scale. Poverty among women (men) in elderly 
couples, however, seems to be heavily underestimated (overestimated) by the traditional approach. Finally, 
we analysed the impact of becoming a widow(er). Based on cross-sectional evidence, we find that the drop 
(increase) in material well-being following the husband's death is substantial for women in high (low) 
expenditure couples. For men, the picture is reversed. 
http://ftp.iza.org/dp3349.pdf  
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